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Some six months ago one of the authors of this book was invited to come present itsidess to top
managers from amgor multinationd. They had read some brief articles and blogposts circulating on
theinternet, and thought that the idea of an 'ethica economy was interesting. Thinking that he had to
do with some hard-line cgpitdists- the economics professors he had encountered a university cameto
mind- he prepared along presentation of some 40 dides that outlined the argument in detal. He
thought he redly needed to convince them that cgpitaism-as-we-know-it was a chdlenged system (this
was before the 2008 financid crigs). But there was no need to convince: After about three dides he was
interrupted by astern executive: ' Ligen, wedl knowthis Our rands areoinpatant tousthet wenesd to
mekea pagtiveinpad; weand jus think aoaut prdits Weknowthat wecana kegp qoaratingasa catdig
anpay. Our prddamis howvan wedothet? Can you ansng that quetian?' He couldn't. But he had gotten
something of arevelation: To hear atop executive of one of the world's grestest multinationas say tha
‘weknowthat wecana kegp qoaratingasa catdig aarpany putsthingsinto perspective. 1t makes you think
differently about big companies and how they operate. You would have thought that they were so
locked in to the over-dl god of ever increasing profit to perceive any dternaives. (And, indeed, the

mgority of them are.) It dso makes you wonder what a'non-capitdist arpany would look like.

It istrue that companies have begun to come acrossin new ways. Many now clam to be socidly
responsble; and agrowing number publicly list their 'vaues - dthough these often tend to be more or
lessidenticd vergons of the sandard mantraof ' Integrity’, 'Commitment’, "Trust', 'Honegy’,
'Innovativeness and, lately, 'Environmentd Respongbility’- and clam that such vaues are what redly
motivates their actions, above and beyond the profit motive. Products increasingly provide
‘experiences and brandsreach out, touch and resonae with the degp emotions of consumers, like ther
desire for socid acceptance or their fears of persond inadeguacy. (Unilever's recent True Beauty
campaign for Dove iswiddy acclamed for it successin thisfield. Using photos of 'red people’ and

presenting them as 'beautiful’ the campagn obvioudy resonated with widespread fears of physicd



inadequacy and lack of salf-esteem. Thistriggered alot of spontaneous consumer activity across blogs
and other media, providing the sort of vird push tha marketers dream of. ) There are many more
examples- like RED, an association of brandsthat contribute ashare of revenue to finance agloba
fund for fighting HI V- but the point isthat capitaism is increasingly coming across as concerned with

vaues, emotions and socid relations, and not just profitability.

To some extent thisis of course rhetoric and pure marketing. (In 2001 the tobacco company Philip
Morris spent $ 75 million in what they define as 'good deeds, they then spent $ 100 million telling the
public about those good deeds Experts clam that the supposedly ‘true’ picturesin D ove's campagn
were just as retouched as those of ordinary modds.l). In part such rhetoric is a shrewd responseto the
combined effect of amore aware consumer audience with amore advanced value-set, and the
stupendous growth and influence of communication, PR, marketing and other consultants that has
marked the corporate world since the early 1980s. 2 But we, dong with the executive quoted aove,
believe tha thereis dso anew and sgnificant redity behind this rhetoric. But what istha 'new redity
and how is this potentidly not 'capitdist'? In order to answer to tha we probably need to begin by

defining what we mean by 'cepitdist’.

Capitalism?

Like so many other familiar terms, 'capitdism’ is very difficult to de€fine. We are Smply so used to it that
we take it for granted. Defining 'capitadism'’ is abit like defining 'life' or 'love': it becomes either very
superficid or very complicated. One way to goproach this question isto try to imagine wha our
executive might have meant. How is her company @Qot capitdis@What defines capitdisn? Markets?
Yesand no, it istruethat markets are acentrd ingitution in capitdism and tha production for the
market isthe most important economic incentive. On the other hand, markets do predae capitdist
societies (there were plenty of marketsin the feudd Middle Ages) and we can very well imagine markets

tha are non capitdist. (Arguably present blended vdue markets, like ethica consumption- alarger
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market than dcohol and tobacco together in the UK - involve motivations, like guaranteeing far
conditions for poor coffee growers, which are difficult to define as'cepitdist’.) The link between
‘capitdism’ and 'markets becomes particularly mideading if by markets we mean 'free markets: Markets
where participants have roughly equd powers and where they can compete freely. While our
neighborhood farmer's market might be reasonably free, very few inpatant markets are free markets,
they are usudly distorted, by legd forms (you need an expensive license to sl beer, you can't just doiit
in your kitchen), technologicd congtructs (like the sophisticated mathematics that underpin financid
markets) or politicd force (asin the case of the WTO) that tilt outcomesin one way or another.

Indeed, the great economic historian Ferdinad Braudd argued that capitdism should rather be taken as
the opposte of 'free markets: the advance of globd capitaism has proceeded through he impostion of

various monopolies and the suppresson of free competition, from the Soanish and the Portugese

monopolizing the tradewith South Americain the 16t century, to the UStrying to impose its

conceptions of intellectud property on China today.

At any rate, our executive probably did not perceive a problem with markets, after dl sheworksfor a
highly successful consumer-goods oriented company with excellent market channels. What about
profit? Capitdism isan economic sysem where the production of goodsand servicesis sysematicdly
motivated by the accumulation of private (that is persond or corporate) profits. Thisis probably the
difference that avistor form the past would notice most clearly. It was dso what Adam Smith, in many
ways the 'discoverer' or cgpitaism as asocid system was most fascinated about: the fact that the market
and the ensuing division of labour makes sure that an unprecedented wedth can follow from the
coordination of individud profit seeking (see page x below). It istruethat profits, like markets had have
existed before capitaism. But in pre-capitdist society individual profit-seeking was mostly amargind
activity: the business of piratesand, often despised merchantsand traders. The aristocracy sought land
and glory, not profits. And the overwhelming share of the production of basic necessitiestook placein

apeasant economy where tradition, not profits, dictated both production and distribution. And if we



read classcd anthropologica accounts of wha they cdled 'primitive societies, that is the indigenous
societies of, mogtly Northern America, Austrdia, Mdanesaand Polinesiathat ill remained in a
relatively uncorrupted form in the early twentieth century, we get the impresson that their economies
were dominated by the over-reaching god of accumulating socid prestige and standing, not private

profits.3

However the company our executive worked for made hedthy profits, and she was not in favour of
ceasing to do s0. The problem was rather how those profits were made Her problem with @epitdisnO
was a problem with aparticular way of doing things, aparticular logic of action that might stand in the
way of future business success. What isthis capitdist logic? Within capitdism the private private profit
motive givesrise to and is sustained by asystem of rules and regulaions, it isingtitutiondized in such a
way that acompany hasto maximize profits a the expense of other concerns whether it wantsto or
not: in the discussion in last Chapter we cdled this an 'iron cage'. That iron cage works does not so
much work by tdlling people what to do, rather it works by structuring the playing field, by determining
the criteriafor vaue and success. It contains what we have cdled a'logic of vaue, a syssematic way of
determining the relative importance of different resources and efforts tha enables a syssematic and
rationd governance of the business process. In this capitdist logic of vaue, things acquire asocid vaue
according to their ability to contribute to the accumulation of private profits. And they can only acquire
vaue thisway if theresultsthat they generate can stay private and excluded from the public redm. This
way capitdism is governed by alogic of vaue where only private resources can be consdered vauable.
Thisiswhy, in today's accounting systems, a privately owned machine can be consdered an asst, while
the ingpiration tha one's company can receive from having offices in a cool neighborhood cannot.
There are debates anong economists as to what such private resources should count as vauable and
what should not. Orthodox Marxists argue that labour power (the productive time of workers,
purchased on alabour market and, a least in theory, 'privately’ controlled by management during the

working day) isthe most important such resource and should hence count as the ‘measure of d vaues.
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N eo-classca economists mantan tha machinery, patents, labour, land and other resources should be
placed on an equd footing. They dl agree however that only private property counts. that only the
resourcesthat afirm ownsor directly controls can be understood to make adirect contribution to the
production process, and only the benefitsthat it can somehow gppropriate and exclude others from
enjoying can count as gains4 Therest is consdered postive or negative 'externdities a'free lunch 'or a
cost passed on to someone ese (like environmentd pollution). At the mogt it isthe business of the
daeto regulate negative externdities (through pollution control, for example) or to provide positive

ones, through education and infrastructure, for example.

What is happening now, however isthat companies and investors are becoming increasingly avare that
anumber of resourcestha companies cannot control, like the reputation of their brands the cretivity
of their consumers or the ability to innovate and be flexible on the part of their knowledge workers do
have adirect bearing on their busness success. Companies increasingly depend on resourcesthat come
from processesthat fdl outsdethe logic of action of capitdism, and that consequently cannot be
controlled, managed or even properly accounted for by that sysem. Tha was what our executive
meant: her company could not go on to Smply behave in a @epitaistGvay Bthat is treating only its own
private resources as vauable and worthy of concern- because the company now relied on anumber of
assts, like brand vdue, that came from productive processesthat followed adifferent logic, and that
could not be properly accounted for, managed, or, most importantly perhgps, motivated within the
capitdist logic of action that she was used to. This growing dependency on @ternd@esourcesisa
common feature across today® advanced economies. On company baance sheets these resources tend

to figure as MtangiblesO

Intangibles and the Ethical Economy.
I ntangibles are things like brand vaue, intellectud capitd, reputation or even environmentd

sustainability that are reflected in sock prices and that have anotable impact on business performance,



but that are only sometimes taken up in officid accounts, and when they are, they arevdued in a
haphazard way. Indeed, officid accounting rules give companies awideberth in vauing intangibles, or,
as Nir Kossovski, executive secretary of the Intangible Assets Society, an advocacy group tha is
working to develop new sandardsand practices for monetizing intangible assets, laconicaly concludes:
@weeisna therigr and unifanity thet gpensthevaluation o tangbles™ | nstead each company basicaly
decides how to set the gandads and there is aproliferation of more or less redistic measurement-
systems around. Many of these amply take the difference between the market vaue of acompany and
its value on the books and cdlls that ®rand vaueGintellectua capitadGor some other kind of intangible.
But that leaves no possbility of distinguishing what might be araionad market vduation of agenuinely
productive intangible asset- like the vdue of abrand- and what might amply be the result of
speculation or market exuberance. So hereisin essencethe crigs of catdis companies: A goning
nuThe o thaminoeaangdy rdy an an asst thet they anna messreand acoount far in any ratiand way. And in
today@highly bureaucratic companies, where the ability to messure and document performance is
centrd, such immeasurability means tha these assets are not properly managed or even taken into
account in the cdculations that deermine business decisons. This is quite serious Since intangible
assets, dthough per definition impossible to precisely measure, do amount to asignificant economic
redity: Intangibles are estimated to account for some 7 per cent of USinvestmentsin 2000-2003, or a
bit more than onetrillion dollars. According to the USfederd Reserve, intangibles explain 1.2 per cent
of the USgrowth rae in the 1980s (and 0.3 per cent in the 1970s). Smilarly, daaon the one hundred
most traded companies on the London Stock Exchange estimate the share of market price atributable
to intangibles to have increased from about 20 per cent in 1950 to about 70 per cent in 2000. 6 In his
study Baruch Lev concludes that overdl, current levels of intangibles relaive to book vaue are
unprecedented, having risen from little over one per cent in the late 1970s to more than Sx per cent in
the 1990s.7 Smilarly, the table below, building on daafrom two economists a the USFederd Reserve,

shows an dmost explosive growth in the weight and importance of intangibles in the US economy.
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Investmentsin Intangiblesin the US economy.8

period $billions
1960-69 419
1970-79 103.3
1980-9 349.3
1990-99 749.5
2000-03 1226.5

So adgnificant and growing share of the USeconomy (about 7 per cent of investmentstoday)- and of
other advanced knowledge economies (estimates from for example Finland show very smilar results) is
bayond mesare 0 to say. We know that these assets are there and that they contribute, but we cannot
say exactly how and how much. Why is this the case? Why can intangibles not be measured within
existing syssems? It is not because they are immaterid or made of air, ater dl alot of immaterid things,
like business services or taxi rides find very precise vaues within the capitaist economy. Rether it is
because they are produced in processes tha are not reflected by the vaue logic within which the
capitdist economy operaes. Intangbles are difficult to measure because, to alarge extent, they are
produced ©utsdeQhe capitdist economy, according to adifferent economic logic. In order to
understand how that works we have to examine the nature of today®@most important intangibles.

Brand (or reputation) and intellectua capitd: how are they actudly produced?

Brands

Brandsare one of the most important intangibles in today® economy. In asituation of generdized
access to materid production and aleveling of qudity, the extraexperience conveyed by abrand
provides acrucid competitive tool. At the same time the development of brandsand brand
management provides an illustrative example of how the business community has evolved its
perspective on, and gpproach to intangible assets in the post-War years. Brandshave along history

beginning with the origins of modern consumer culture. However their emergence as a Sgnificant asset

coincides with the development of mass production and mass consumption in the late 19th century.



Branding then provided arecognizable identity to the abundance of sandardized and mass- produced
goodsthat consumers faced, dlowing them to make a meaningful choice (Lux soagp or Persil?) and,
importantly, to put ther trust into arecognizable product with clear origins. Brandsthus began as
symbols of productsthat gave them aprecise culturd identity which they otherwise lacked. Snce then
however brandshave evolved to be less about products and more about processes. Brand management
today is manly about managing a process of consumption, ensuring that consumers reproduce an
experience or aset of affective relationsto abrand tha reproducesits socid vadue. Indead the vadue of
the brand lies precisdly in this that amultitude of consumer around the world, in diverse Stuation
perceive tha drinking Coca Cola makes a however minute difference in their lives. The nature of the
@ifferenceQha abrand makes can vary sgnificantly. The Coca Cola company testimonias website tells
of American soldiersin Irag for whom drinking Coke isasign of patriotism. In rurd Turkey aboy
who wantsto dert agirl to hisromantic intentions buys her Coke, and so on. The important thing is
tha the difference isthere, and that the brand is perceived to add something extra an extra experience,
an extraemotion or even, in some cases, patsof an identity. (The stelovemarks, launched by the
Saathci & Saatchi advertising agency is devoted to documenting peopless experiences of degp
emotiona commitmentsto brands alovemarks universty is soon to follow).9 In order to build and
reproduce tha intangible difference, brand management operates with awide variety of tools,
advertisng, media placements, events, soonsorship and so on, where the actud product is merely one
channd among others. Indesd with the wave of brand extensonsthat began in the 1990s Bwith access
to outsourcing and chegp materid production in the new markets of , principaly, Asa brandsgenerdly
come to encompass awide variety of products. Thisway the origind relaionship, in which the brand
was the symbol of the product is reversed; now the product becomes amedium, anong many, for the

brand.

This way brand management has become ever more a matter of menagngproessss o anantian; to make
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sure that consumersfed, experience or otherwise relate to the brand in one way or another. In the last
decade or 0 this principle has evolved towardsan even further involvement of consumersin such
branded processes. Vird Marketing, GuerillaMarketing or GocietingGredl processesin which the
spontaneoudy occurring socidity of consumers, the word of mouth that flows fredy and rapidly in a
networked communications environment is actively put to work to build up brand equity. Onetriesto
work with the socid and afectivetiesthat preval and emerge anong consumers and connect them to

the brand, to the point that they form amore or less coherent ®rand communityO

Thisturn to an increasing reliance on customer co-production in brand management is part of an
overd| tendency towardsan ever more interactive media culture. The proliferation of media channels
and the explosive expanson of media culture that has resulted from the combined processes of media
deregulation and the arrivd of new technologies, like cable, satdlite and the internet meansthat
consumers now face an unprecedented quantity and diversity of media messages. I n the 1970s families
gtill had onetdevison set, on which they watched ahandful of channels, usudly together. Today each
family member tendsto have his or her own set where he or she zgps between hundreds of channels a
the same time as she surfs theinterngt, taks on her cell phone and plays with her | pod. This obvioudy
meansthat the efficiency and commercia use-vadue of advertisng, and in particular televison
advertigng- the main medium of persuasion in the pre-information age- diminishes. Henry Jenkins of
the MIT tells how, in the 1960s, Gn advertiser could reach 80 per cent of U.S women with aprime-
time spot on the three networks. Today it has been estimated that the same spot would have to run on
one hundred TV channels to reach the same number of viewers@0 This of course meansthat
advertigng is no longer enough to retain consumers or make the message stick. Insead away to sand
out isto involve consumersin the co-creation of such afective tiestha can offer meaning, emotiond
involvement or identification and thus create adegper involvement with the brand. (For examplein
marketing their Libresse, E . Procter & Gamble have successfully relied on aweb community where

young women are invited to discuss issues related to growing up and acquiring a sexudity. This way the
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company hopesthat the brand will stick as part of adolescence aggnificant and formative period in
life) Such sraegies have been facilitated by two developmentstha have accompanied what media
researchers cal the @ediatizationCof consumption and society (that is, the prolific expansion of media
technologies in awidevariety of socid reaions). First, the proliferation of mediatechnologies
facilitates convergence: one brand or mediamessage can rely on avariety of media platforms-
televison, internet, mobiles, computer games etc.- and thus acquire a presence in awide variety of
consumersQives, forming in the end a sort of commercia ambience. Second, and this will be more
extensvely anayzed in next chapter, the mediatization of society has rendered consumers more
productive and willing to interact, as indicated (among other things) by the proliferaion of fan culture
and Web 2.0 plaforms (see below). This empowerment of consumers has further shifted the gravity of
the brand away from the processes that the firm can directly control, like advertisng, packaging etc-
and over to processes that unfold anong consumers like communication and the formation of
reputation. Asaresult it becomes ever more important for brand managersto list, involve and work
proactively in relation to consumer opinion by, for example promoting vaues like Far Tradeor

sustainability.

Web 2.0 and Cutare Copradudian

In contemporary brand management vaue is no longer generated principdly by controlling an internd
production process, or by 'owning content', instead it is generated by atracting and organizing
contributionsfrom an externd production process, by initiating and sustaning rdatiansthrough which
consumers and other externd interess areinvolved. I n the last couple of years, what is sometimes
cdled the second, Web 2.0 phase of the information economy;, this principle has been extended far
beyond brand management. ®eb 1.000r the internet economy of the 1990s dotcom-bubble, was
principdly organized around ownership of content and eyebdls. This was excdlently illustrated in what
congtituted the high-point of that 'boom’, the TimeéWarner-AOL merger in 2000, which built on the

logic of combining the immense content-library of Time Warner, with the (a the time) enormous
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number of users controlled by the waled garden of America Online. Contemporary Web 2.0 successes
however rardly build principaly on the ownership of content, but on the ability to initiate and activate
usersin the production of content in some form. (Even the Google search is essentidly areflection- if
somewha distorted- of the ways in which ordinary users have implicitly judged the utility of different
dtes) They exploit what next chapter will discuss as the expanding potentid of Qcid productionQthe
ability of peopleto self-organize their own processes of production, with the help of new information
and communication technologies. Such reliance on externd networks of socid production can teke
different forms. In asemind article, Michel Bauwens of the peer-to-peer foundaion lists anumber of
different sructurd principles. First, wha he cdls 'sharing economies where people co-operaeto
produce wedth, which they then fredy share anong themselves. examples are MySpace, YouT ube,
Facebook, various daing sites and other socid media. The vaduable experience that these stes offer: a
film to watch, the ability to extend or strengthen socid networks or even to find a partner, is co-
produced by the usersthemselves. The business modd then buildson controlling the platform on
which this production unfolds Such control can in turn be monetized either as vduable commercid
red-estate (when NewsCorp bought MySpace for $ 580 million in 2005 they cdculated an annud
advertisng revenue of $13 million); or as asource of vauable data on consumer behavior and
preference (Google routingy data-mines searches, text in emails sored on Gmail and other content
from Google Cdende, Google D ocuments etc. The more usersthey have on ther plaform, and the
greater share of their livesthat those users locate to the Google platform, the richer the raw materid
that Google mines and the more vaduable the targeting, profiling and other forms of organized
information that the company can sdl on to its paying clients.).A second modd is what Bauwens cdls
‘commons-oriented peer production'. In this case communities of peer producers arise without
corporae intervention and organize their own production and sharing of wedth. Companies then
extract vaue by creating an archipeago of businesses around such @&ee commons. A prime example of

thislogic isthe number of businesses that have developed around Open Source software (I1BM being
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perhapsthe largest and most significant), salling business services, implementations and proprietary
platforms and specifications (like Apple's 'Leopard’ and 'Tiger' operating sysems, which are built
around aLinux core). Asnext chapter will show, the booming sector of ‘credtive industries dso tends
to operatein smilar ways. Findly Bauwens lists ‘crowd-sourcing, or forms of socid production that are
initiated and controlled by companies. These initiatives can range form the 'light’, like vird marketing
where amdl parts of the vdue chan are socidized, to more heavy reliance on socid production asin
the many user-led innovation or 'swarm-business modds described below. Crowd-sourcing can be
initiated and controlled by aparticular company, asin Heinz recruiting consumersto co-produce and
advertissment (and , principdly, buzz around tha advertisement). Alternatively it can be organized by
specidized intermediaries like I nnocentive that announce and outsource the solution of particular

engineering problemsto the educated public.11

The reliance on such 'free’ inputs now tendsto become an ever more important part of ordinary
marketing practice, going beyond brand management to involve consumers more desply in the
production process. Consumers have played aproductive role as sources of information and innovation
ever ance he early 1970s, when 'psychogrgpchic’ market research or ' lifestyle research'’ first dlowed a
systematic red-time tracking of an evolving consumer culture. In the 1980s psychographics was
supplanted by qudlitative research, consumer ethnogrgphy and ‘cool hunting, in which the
spontaneous innovation and creativity of consumers were sysematicaly gopropriated. Today agrowing
number of business rely on user-led innovation projects whereby consumer credtivity is directly
included in the corporae vaue chan. These initiatives range from the relatively disorganized, tapping
in to studying the development of afan culture or another user community, to the highly organized and
systematic, like the N okiabetalab where users are given adecisive role in findizing software solutions
for mobile phones (or the Google phone where large parts of the actud software development has

been outsourced to interested members of the public). Indead, many now spegk of an overcoming of
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thetraditiond roles of producer and consumer and amove towards new forms of 'produsage, where
firms and consumers are involved in aprocess in which continuous changes and improvementsto a
product platform are generated collaboratively, and where the materid objects are no longer so much
find 'products, but more like temporary fixations of an ongoing process or collaborative evolution. In
such contexts vaue does not primarily come from the ownership of patentsor copyright (rather these
are shared with the developer community in what isknown as Open Production). Rather vdue comes
from the ability to sustain acommunity of producersfrom which continuous improvements and
developments can be harvested. Procter & Gamble involve some 3000 actors, anong consumer
groups, subcontractors, scientists and other externd stakeholdersin the Connect & Develop network.
To dae thisinitiative has increased the productivity of the R & D department with some 60 per cent

and generaed anumber of lucrative products.12

Increasingly such externd productive communities tend to involve suppliers and other sakeholders as
well. While it used to bethe case tha large companies either pressed costs by playing out one supplier
agang another, or dternaively, secured a steady flow of supplies by acquiring their sources of raw
materid- a'verticaly integrated@ompany like Ford would own aglass company, atire company, metd
company as well as chains of dederships- the key to vdue in more flexible, pos-Fordist production
systems lies with outsourcing and supply-chain management. The key to success hereisto create
enduring relationships with key supplier which involve alot of cooperation in developing products and
processes. As part of their just-in-time production system, Toyotawould involve its suppliersin co-
developing and knowledge sharing around optimd product designs as well as solutions to guarantee
maximum qudity. Smilar forms of cooperaion and knowledge sharing were singled out asthe secret to
the success of amdl industrid digtrictsin the 1980s (like sllicon vdley on the USor Prato in Itay). Such
formsof inter-firm cooperaion are dso what underlies the success of wha John Hagel cdls 'the Third

Chind: (with referenceto the ideaof the -Third ItayCpf smal industrid digtricts that fascinated
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development scholarsin the 1980s): smdl Chinese high-tech companies, manly in eectronics.
outsource innovation to suppliers asfar as possble. They establish huge networks of hundredsor even
athousand suppliers, and build on innovative business process solutions that manage to coordinae
these ultra-complex production networks in ways that encourage cooperaion and knowledge-sharing

50 that the @cit Cor hidden knowledge of each participant can contribute to the whole.13

Looking a recent development in brand management, in the growing atention given to reputation and
Corporate Socid Responsbility, in new business modds in the mediaand in the growing trend of user-
involvement and customer co-production, we can deduce acommon trend towardsan increasing
opening up of the business process. (Indeed, the term Open Business now beginsto gain currency in
management.) Common to such @penCbusiness moddsis that they do not principaly rely on the
firm's own resources to cregte vadue. |ngead, vaue is contingent on the ability to maintain positive and
sable relationsto externd producers. it is not so much the core competences, as much asthe'edge
competences that count: afirmsability to utilize the universe of vadue that islocated in its

environment.

Knonedgewark

Although this movement of vaue creation from the'cor€ to the 'edge, from what the firm itsdf can
produceto its ability to relae to and organize externd production processes is perhgps most prevdent
among Web 2.0 companies, this tendency is by no meansisolated to the online or 'virtud' economy (if
there were such athing). Rather the cultivation of edge competence, or 'relationa competence is
becoming an important feature of contemporary management practice over-dl. Here it isamatter of
utilizing acompany® hterna edge®@the competences and qudlities that its co-workers have developed,
but that are, per ddinition difficult to command and includein ajob description: their ability to relate,

socidize and organize their own co-operdion.
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Within Human Reaionsit haslong been known that the best way to gimulate the production of
intangible vadues like innovation, creativity and flexibility isto empower the sdlf-organization of
workers. These ideas go back to the early 1960s and the emerging discussions of 'knowledge-work' that
we will review in next Chapter, but they achieved their breakthrough in the late 1970 and early 1980s
when automation, first of factory production and later of office work, combined with lower
transportation costs chiefly through the world wideimplementation of container trangport- produced
higher demandson flexibility and just-in-time production. This chdlenge was resolved by the
introduction of "Toyotism' in factories whereby workers were given the responsbility to organize the
production process themsalves and ensure qudity sandards This way, the informa socidity of workers
was actively put to work in producing the kind of flexibility that gave the company a cutting edge.
Something amilar hgppened to manageriad work in the Business Process Reingeneering movement that
followed the massve introduction of PCs and other office I T in the 1980s. Here to, rigid bureaucratic
hierarchies were supplemented by 'networked organizations and sdaf-organized mobility between
(relatively) short-lived project-teams. The ability to extract (surplus) vaue from employees cameto
depend less on the traditiond ability to directly command what they did during labour time, and more
on the ability to motivate spontaneous cooperation and contributions. This way, the importance of
corporae 'vaues, ‘culture’ and ‘community’ increased as managerid tools. It was by ingaling and
maintaining a positive climate that facilitated and motivated such voluntary contributions, by generating
and mantaining what we cdl ethicd capitd around the firm, that such contributions could be
motivated. It is no coincidence that the other sdeto toyotism and similar 'Jgpanese’ management
techniques, was astrong, integrated corporate cultures were vaues were inculcated into employees
through everything from corporate welfare to dogans, design and the infamous morning singing of the
corporae anthem'. 'Autanary an theshop flax, and dragantraized vdues, to quote Tom Peters core

recommendation in his 1982 management bible In Sexrdh d Exadlexel4 Snce the 1980s these drategies
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have developed even further. Knowledge intensive companies today deploy a variety of measuresthat
serve to simulae the self-organization and collective intdligence of their employees. It isther ability to
organize their own forms of co-operation, to build successful project teams, to quickly move between
different tasks and problems and to quickly find and identify the people that are most compatible with
aparticular task tha redly generates vdue. What is redly put to work, isthe spontaneous socidity, the
gossip, of knowledge workers. The secret, and difficult chalenge, isto make that resource work for the

company, and not againg it. 15

All of the tendencies described above- from new forms of brand and reputation management, vianew
management practicesto the growing socidization of innovation point a asingle common trend: the
movement of vaue creation from the @oreQo the @gedfrom the resources that acompany can
directly control (because it ownsthem) to resourcesthat it cannot control (because it does not own
them). The boundaries of the organization become more fluid and the production process comesto
rely on anumber of resourcestha arelocate din itsenvironment, ether interndly, asin the socid
capacity of employeesor their affective attachmentsto the company or to each other, or externdly, as
in the communication processes that unfold between consumers, or the knowledge sharing that takes
place among suppliers. This way the role of the company is changing, from primarily relying on
resourcestha it can command, to atracting vaue from resourcesthat it cannot command. This means
that the company increasingly @vimsOn a seaof @reeQesource, of productive externdities, that it tries
to trandate into measurable vaue. But since these externd resources are per definition beyond the
reach of established accounting systems and most other numerica measurement and feedback systems
tha contemporary management relies on, beyond the reach of the industrid-capitdist 'iron cage' in
generd, atemptsto incorporae and account for such externd resources are by definition difficult and

risky. | nstead these externd resourcestend to gppear as tangiblesO
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Thisleadsto an important ingght: Thegoninginpataned intangkdein theantarparary knoMledgeernany is
ardiation d thegoninginpataned extend resourasin thepradudion praess We have argued above that this
istrue for brand management, and tha it isincreasingly true dso for the wide diversity of processes
that underpin loosaly defined vaues like @hnovationCor Ontellectud capitaGwhat is defined as Gon-
scientific R&D in the table below). But it isfairly easy to show that it isincreasingly true dso for the
kindsof intangibles that have more established, and sometimes legdly sanctioned, definitions. Asfor
scientific R & D it iswdl known tha paents have dways built on publicly financed research a
univergties and other research ingtitutions. Even when such patents are developed by corporae
scientigs they belong to a scientific community where the principles of socid production and
knowledge sharing, rather than monetary motivations prevail. Lately the tendency to rely on externdly

produced 'free knowledge is growing. Research-intensve companies like the big pharmaceuticd giants
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shift their budgets over form R&D to marketing. (In 2001, consumer activists argued that American
Big Pharma spend more than twice as much on marketing and administration than on research.16) At
the same time universities are behaving more like commercid research ingtitutions, prioritizing goplied
over basic research and sdlling off faculty and sudent efforts- that are generdly not fully compensated-
to their commercid sponsors.17 In thislight, the tendencies to extend and open up the innovation

process described above only strengthen these developments.

Even Qoftware development@vhich one would think the least obvious case testifies to this tendency
towardsagrowing socidization of production. To alarge extent softwareis sill produced in a
traditiond, capitdist way: using paid codea's daving away a aproject that is not theirs. But, as next
chapter will show in more detall, Free (Libre) Open Source (FLOSS) is growing exponentidly and more
commercia software expenses actudly consstsin licensed additions or services around aFLOSScore.
Apache (an Open Source product) remains the most popular server and it is only amatter of time

before Linux will out-compete Microsoft Windows as the most popular operating system.

1. Complexity and Abundance: H ow Ethics Creates Value.

So far we have been ableto concludetwo things. Firg, that vaue production in the information
economy tendsto be increasingly didocated to socid processesthat unfold outsde of the firm. This
way, the capitdist economy comesto build ever more on its ability to include and subsume ather
eanary of some kind that follows adifferent logic: the affective economy of brandsand experiences,
the socid economy of diffuse innovation or the cooperative economy of knowledge work. The ever
more important phenomenon of economic intangibles can be understood to partidly reflect this
presence of another economy within the cepitdist vaue-cregtion process. But, as a second indght, we
have dso begun to hint a the common vaue logic of these other economies. Asthe diagram aove

shows, the the intangible asset with the singularly most repid expansion iswha we cdl ethicd capitd,
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tha is, essentidly, the ability of acompany to form afectively sgnificant relations with consumers,
employees or other sake-holders. This suggeststhat vadue in this other economy generdly dgpendson
the ability to construct affectively sgnificant socid relaions, or, which is the same thing, on apracticd

ethics.

Why isthis s0? They are basicaly three ways in which such apracticd ethics can generate vadue. They
aedl inter-related and connected to the generd condition of information economy: The combination
of globdization, improved trangport and communication systems, the incluson of new emerging
ecnomies into the world economy, and the spread of new | CTs have generated an unprecedented
socidization of the production process, and, as a consequence, unprecedented levels of economic
complexity and an unprecedented abundance of labour and other productive factors. (Snce the 1990s,
the globd labour force has virtudly doubled with the entry of Indiaand Chinain the world economy,
as a consequence the costs of materid labour have ragpidly decreased.). The production process has
moved out of the private pace of the factory and been extended and socidized to an unprecedented

extend, involving complex, and often globa networks of cooperation.

Although the process of socidization of production acceleratesin the early 1980s, with the onset of
globdization and information technology, it isin itsdf nothing new. Rather this dgpendency is but the
latest manifestation of along-term structurd trend towardsthe growing socidization of capitd,
inherent in the very dynamics of the capitdist economy from itsinception. Already Adam Smith
observed this ssemingly paradoxicd dudity: On the one hand, capitdism built on the sysematic pursuit
of private motives. I ndeed, this was its miracle: Quch motivations had previoudy been margind, and
even conddered immord and anti-socid. Before capitdism most people were locked into amord
economy where public interest and community ganding mattered much more than private gan. Now
they could now be put to work to generae unprecedented levels of wedth. The miracle of the market

was that we could now get our bread and bacon, not from the benevolence or mord obligations of
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butchers and bakers, but from their informed pursuit of sef-interest. However Smith dso stressed that
dthough the coordination of the capitdist economy depended on the wonders of the market that
transformed the sdf-interested pursuit of individuals into acommon socid good, the enormous
productive developmentsthat capitaism brought on were dueto the new and immensay more
advanced and extended forms of sxid agpaaion that it made possible. | ndeed, Smith@other famous
example, that of the pin factory, which opens ups his Enquiry intotheN atureand Causs d theWedth d
Natias isdl aout showing how the productivity of labour increases enormoudy through such new,
rationd forms of cooperation. Before the advent of industrid cgpitdism, pins- and other things like
chairs, knives, cheese and sausages- were made by individual craftsmen who, generdly finished the
product by themselves, mastering every sep in its production. In the pin factory on the other hand,
one man draws out the wire, another straghtsit, athird cutsit, afourth pointsit, afifth grinds
it & thetop for receiving the head; to make the head requires two or three digtinct operations,
to put it on isapeculiar business, to whiten the pinsis another; it is even atradeby itsdf to put
them in paper; and the important business of making apin is, in this manner, divided into about
eighteen digtinct operations, which in some manufactories, are dl performed by distinct hands
though in others the same man will sometimes perform two or three of them. 18
By thus involving more people who act in amore coordinated way, the capitdist production processis
sadized, and the networks of relaionsthat develop among its participants are rationdized. By thus
rationdizing the forms of cooperation tha prevaled between pin-makers, productivity can be
increased: while asingle craftsman would be lucky to make 100 pinsin aday, ten workersin apin
factory could easily put out 50.000, or 5000 per worker, afifty-fold risein productivity. So we are
beginning to see the point: there are two Sdesto the capitdist mode of production, private pursuit of
df- interes on the one hand, and socid cooperation on the other. Socid cooperation asthe man

productive force, and private property and interest as the main foundation for the socid and juridicd

framework within which the fruits of such cooperation are vaued and coordinated.

At afirg leve, the vadue of ethicsis aconsequence of the expanson of cooperaion and the growing

complexity of contemporary economic processestha this entails. Think about today's globa assembly
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lines, or acompany like IKEA producing and digtributing tens of thousands of paper boxes containing
identicd components madein thousands of factories and sold in hundredsof stores acrossthe globe.
The emergence of atruly globd world market leadsto an unprecedented complexity of the production
process, with globa assembly lines, and amassive recourse to subcontracting. The more complex the
production process, the higher the relative vaue of coordination and organization. Thisisreflected in
the massve post-War growth of management and logistics as important sectors of the world economy.
Asvdue chans go globd and begin to involve awide variety of different actors, traditiond media of
coordination -markets and contracts are no longer enough. Thisis particularly true when these vdue
chainsinvolve externd actors, like consumers, the contribution of which can neither be pad for nor
contractudly enforced. So this way, the socidization of the capitdist production process, which has
exploded in recent years with globdization and the massive arrival of new | CTsforces usto rethink the
classcd modd of the firm. That modd, first launched in Ronad Coase's classicd article from 1938,
"The Nature of the Firm' suggested tha firms can deploy two forms of coordination, markets and
contracts. Contracts, or administratively sanctioned agreements with some durability in time, are
deployed where transaction costs are too high for markets to work. This way, instead of acompany
facing costs associated with risks and imperfect information in shopping for supplies, they buy up a
supplier, or enter into along term contractua agreement with it, in order to reduce transaction costs.
Now, it ssemswe are facing athird mechanism, trugt, or ethics. The ability to ingtigate postive
relations of afinity and affiliation becomes away of guaranteeing stability and continuity in Stuations
where neither markets nor contracts are sufficient. Thisis, agan, particularly relevant for actors who
can not, per definition be pad for or contractudly obliged, such as consumers or members of the

generd public. Ethicsthus creates vaue by further reducing transaction costs. 19

A second way in which ethics creates vdue, or what isredly just adifferent perspective on the first

modd described above, isby securing rent from externd processes. It is often counterproductive to
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give monetary rewardsto consumers participaing in externa processes of innovation of co-production.
(The Mozillafoundaion is agood example of this. The foundaion was congructed to manage the
enormous funds generated by its open source Firefox browser. The money could not smply be
digtributed anong the developing community, as this would severdly disrupt the peer dynamics by
means of which development had prospered. So it isnot just the casetha monetary rewardsare
irrdlevant for most co-producing consumers, in some cases the introduction of monetary rewards
threatensto severdy disrupt the developing community.) Consequently these contributions needsto
be attracted by the congtruction of the kindsof positive afective relations that consumers perceive as
vaduable. The same argument goes for knowledge workers, whose tecit, hidden knowledge needsto be
motivated by increasingly immaterid means, what William E Hald has cdled a'corporate community'.
Indeed thereis by now along tradition of research that has established that beyond a certain point,
vaues and an environment that encourages sdlf-redization counts much more than money asa
motivationd force for knowledge workers, and tha good reaions in the workplace is the most
important factor determining wether a company is able to retan its skilled personnd or not.
Conversdly, emotiond intelligence, the ability construct good relationsto one's peers has been
identified as one of the mog important factors behind the productivity of knowledge workers. And
‘cynicism'’ resulting form the inability of acompany to mobilize the affective atachments of its
employees has been identified as an important obstacle for performance and organizationa change.20
Thisway practicd ethics the ability to construct meaningful and durable relations with and among co-
workers- has vaue because it dlowsto atract rent from productive processesthat unfold beyond the
direct control or thefirm. Thisisreaed to the abundance of productive energies, made possible by to
wide scde inclusion of consumers and other previoudy 'unproductive’ actors within the the vaue

circuits of brandsand other commodities.

Findly, the abundance of labour power and the rapid spread of product and process innovation,

through mechanisms like outsourcing, cregtes an dbundance of high qudity products. The moment in
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which Pradabeginsto outsource the production of their bags to smdl chinese factoriess mostly located
in Itay, around Prato and in Campania- these factories quickly learn how to make the bags, and can
eadly churn out identicd bags a& night. With exploding numbers of engineers and pharmecists and the
heightened availability of scientific publications on the internet, it isnow possble for an Indian fly-by-
night entrepreneur to get accessto the knowledge and skills necessary to produce Viagrain the garage.
The ease with which products and processes can be copied, meanstha, a least for the mid- range
market, product qudity is becoming less relevant as a competitive advantage. I1n these cases,
competitive advantage must build on what cannot be copied, or, the web or affectively sgnificant
relations of trust and identification- of ethics- that can be maintained around aproduct or brands wha
can become, in Kevin Kelly'swords 'better than free'. 21 Pradafor example, combats counterfeits by
organizing prestigious socid eventsfor its cusomers. You can copy the bag, but not the experience of

being invited to a private art opening or an exclusive cocktall bar.

H ow Ethics Creates Value.

How Ethics Creates Vaue
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But, why would (some) consumers desire such dep affective reaions to brands why is the experience
economy aredity? The answers here are amilar to those that regard the production process. They both
have to do with the twin redities of complexity and abundance. First, the abundance of comparable
quality goodson the market meansthat aproduct needsto come with adesper experiences, with the
ability to supply abassfor afiliation or identification to sand out. The danish Vipp trash can, for
example sdis for $400, high aove production costs, on account of its ability to supply userswith a
sense of community, identification or aesthetic experience. And the same thing goes for both brands
and the expanding design sector. On asecond and more degper leve, the desire for ethicd communion
with or around brandsiis related to the complexity and fragmentation of contemporary life processes.
Thisis particularly true for the middle class of knowledge workers. Because their life processes are so
radicdly intertwined with the capitadist production process, they have very little in terms of gable and
enduring sgnificant socid relaions. Careers promote geographic and socid mobility that fractures
existing networks and spontaneous socidity in the workplace is discouraged through imposed codes of
conduct. (One of the reasons why internet daing Stes are so popular in this caegory isthat the office
romance, which used to be the mos common way of finding a partner, has become too risky in atime
of comprehensgve sexud harassment policies.) I n addition, the boundaries between work and leisure are
fluid and leisure activities (like networking) often become akind of work. Richard Floridds description
of how nobody drinks any more a office parties anongst the cregtive classis telling. The office party is
no longer agte of relaxation, pontaneous socidity and abit of carnivd, it is a networking event where
one needsto present a controlled and successful facade This meansthat the very incluson of thelife
processes of the contemporary knowledge working dass, which is dso the contemporary consumer
class, has very little in terms of afectively sgnificant socid relaions. They live wha contemporary
criticd sociologists (exaggeraing somewhat perhgps) cdl a'life in fragments with a'corroded character
and brandsand other affectively sgnificant commodities tgp into what isin effect an unfulfilled need.

But it isnot just amatter of subgtituting brandsand corporate community for more genuine socid
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relations. Rather the process goes yet one step further: in building afective vaue the very ethicd
potentid of consumers or employeesiswhat is effectively put to work. Take the example of redity
televison, one of the mog successful examples of what Henry Jenkins cdls 'affective economics. The
format of redity televison has evolved as areaction to the abundance of media products and the
proliferation of media channels. In such astuation the key to atracting atention isto enable an
afective investment that makes the product stand out and that stimulates a continuous involvement.
Redlity programming does this by congtantly activating its viewers ethicd potentid, their ability to make
judgments about the conduct of others. Thisis done by feeding them with a steady stream of
manageable ethicd dilemmas (who is going to be voted out?Did one participant act in agood or bad
way?). Redlity televison thus constructs ameaningful affective involvement on the part of its viewers
by offering them a scenario where the complexity of ethicd judgement that characterizesa
contemporay 'life in fragments is rendered manageable so tha ther ability to make mundane ethicd
judgment, or which is the same thing, their ability to gossip, can be activated. The principle is redly not

much different from that which governsthe congtruction of abrand or acorporate culture.

V. 1929 again?

S, to make the point again, contemporary capitdism degpendson another economy, we can now begin
to use its proper term, an ethicd economy, which it cannot adequately measure, manage or control.
This ethicd economy is an important productive factor in the classcd sense of that term, but it dso
reaches degp into the lifeworldsof ordinary people, in part because those lifeworlds have themselves
become part of aproductive process that works by mobilizing affect and putting to work the ability to
gossip and produce a practicd ethics. As we have described above, the massve socidization of the
production processthat has occurred in the post-War year has given riseto anew logic of capitd. This
logic isvisible in the proliferation of business modds that build on the ability to atract rent from
externa processes of socid production. Such business live off productive practicesthat have been

socidized to the point of coinciding with the ordinary processes of everyday life. Consumers who co-
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produce brand equity by using abrand or forming community around it do this as part of their
everyday life, asaway to create and maintan friendships and other socid relations, construct identity or
differentiate themselves from others. They do not percelve such productive activities asin any way
digtinct or separated from therest of ther lives. Smilarly, the users of YouTube do not experience their
online activities as 'labour’, but rather as an extension of their ordinary socid lives, as away of
connecting and staying connected. Nether isimproving on your favorite product and sharing those
improvements in auser-forum that is part of a user-driven innovation initiative subjectively felt to be
'labour’, nor is downloading and recomposing the image-materid supplied by amgor company into an
advertisang clip; blogging aout that new advertisng campagn, or even filling up your own drinks at
McDondd's. Thefact that such activitiesthat potentidly produce vadue for capitd are
phenomenologicaly indistinguishable to life itsdlf, testifies to the profound naturein which the
capitdist production process has been socidized. Thereisin this sense no evident or tangible
digtinction between production and life, or between human nature and 'human capitd' to use a

management terminology.

However, this profound socidization of capitad hasnot only led to the emergence of new business
modds. It has dso triggered aprofound transformation in the very vdue logic of capitdism. Looking
agan a the post-War period, the most important pardld development to this socidization of
production has been the massive financidization or vaue. Acceeraing in the 1970s (like the
socidization of production) the turnover of financid markets has increased from being roughly equa to
tha GDP in the 1950s to amountingto 53 times GDP in 2000 (in the US admittedly one of the
world's mogt financidized economies). At the sametime financid gains have massively overtaken gans
from manufacturing as the main source of corporate profits (see chart below) . Thismeansthat today,
the average company no longer primarily relies on the direct control of the production process- buying

machines and hiring workersto operate them- as aprimary source of vaue and profits. Instead, it
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primarily lies on its ability to atract financid capitd in favorable ways. This way, the main task of
management and other forms of corporae governance is no longer guaranteeing the long-term
profitability of production. Thisis still important, but seconday to the overarching am of promoting
the (often short-term) vadue of stocks: corporate governance becomes share-holde oriented
governance. As capitd is socidized, the traditiond vaue logic of capitaism, relying on the generation of
aprivate surplus by putting privately owned capitd to work is displaced by amodd in which the object
of the game becomes securing a share of the globd surplus, generated by a completely socidized public
capitd, asit isdigtributed on financid markets. So a the same time as we have had a'communism of
capitd' through the socidization of productive machinery, we have dso had a socidization of profits
and vdue and their redigtribution on financid markets. (One could argue that the main thing that
digtinguishes this from 'communism as it actudly existed' is the hgphazard, irrationa and casino-like

way in which this surplusis distributed).
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This expansion of thefinancid level has proceeded through a massive securitization of awide
diversity of revenue streams. Everything from consumer dept and mortages, through infrastructure

to water and energy, has been identified as a viable basis for one form of security or ancther tha can
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betraded onfinancia markets. Essentialy, theexpangon of finance depends on the
commodfication of awide range of everyday life processes. ‘an impulse to identify almost anything
that might provide a stable source of income, on which more speculaton might be bult[..] uptoand
includng the kitchen sink'. From this point of view, intangibles can be understood as a securitzation
of therevenue streams tha can derive form soda produdion. Ethical capital represents such
securitizationsin theabsence of clearly recognized forms of property. Itsinaease then represents a
growing diversity in thekindsof soda cooperation that are securitized, beyondwhat is recognized
by intelectud property law. In theabsence of legd protection this securitization of sodal
produdion mug befounded on affective relationsof affinity and affiliation. So ethica capital
represents the ability of such affective relations of branded experience, goodwill or reputation- to
effectively sanction and legitimize theappropriation of rent form the sodia. Take brand equity for
example. Like ethical capital in general the econamic importance of brand equity has expanded
continuowly in the post-War years to accelerate in the 1980s As a financia asset a brand
represents a predictable future revenue stream that comes from awide diversity of sources, the
most important beng thefact that consumer are prepared to pay extra- to pay a premium price- for
the affective experience that the brand offers. (Other factors are market stregth, control over
distribution channels etc.) Whilethelogo is protected by trademark law, theright to arevenue from
the brand can not belegdly enforced (consumers cannotbe taken to court for refusng to pay a
premium price for branded goods. Indead this 'right to rent mugt build on some form of legitimacy
and consensus: it mug in theend bulld on thefact tha consumer (or other stakehdders) fed tha
the brand actudly makes a positive difference in their lives: actudly matters to them. Brand equity,
like other ethica capital, must have an underlying founddionin an actud sodd impeact. The

problemis however, that to date there are no valid ways of measuring this undelying foundation,
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this value of thebrand. (And consequently brand vaues tend to be an extremely volatile asset:
Indeed, when Marks & Spencer embarked onther Your M& S re-branding campagn in 2006 stocks
soared by 60 per cent, dthough actud turn-over only increased by 10 per cent. Therest was dueto
the supposedly positive momentuminitiated by the campaign, its ability to mohilize nowd affective

investments aroundwhat was in essence an old and tired brand.)

That problem of vaueis even more acute for the kinds of securities that have underpinned the

recent boomand bug of financid markets. The most important assets in today's financial crack
- mortgage-backed securities, credit card debt and many intangibles, like brand values are
essentially securitizations of what we could call ‘life conduct’. The value of a mortgage or of
credit card debt depends on the life conduct of the borrower. The value of a brand depends
on the life conduct of consumers (this is actually what is measured in brand valuation
schemes) and of the ethical conduct of the company that owns the brand; the value of a
real estate market depends on the life conduct of the inhabitants of a neighborhood or a
city- after all this is what ‘creative city’ policies are all about. And to a large extent the
productivity of a knowledge intensive company is about the life-conduct of its employees.
These are ethical assets, properly speaking. Indeed, it can be argued that the proliferation
of such ethical assets is a direct response to the 'flight of value' away from productive
processes directly controlled by the wage relation to forms of social production that where
the direct extraction of surplus value is more difficult. For companies, vdueisincreasingly
generated outsdeof the wage relation, in diffuse practices of socid production tha cannot be easly
managed or measured. Success and profit becomes increasingly contingent on the ability to capture
such socidly produced wedth, and degpend less on the direct contribution of sdaried labour. For

workers, ganful employment tendsto be configured less as a sngle wage relaion to one employer, and
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more as amultitude of income streams from very diverse forms of practices. regular sdaried
employment, short term work, consultancy, childrens work, unpad forms of socid production that can
be monetized in different ways, entrepreneurship, engagements with the growing informa economy,
financid or red etae eculation etc. This way, both the gopropriation of vdue on the part of
companies and the generaion of income on the part of workerstend to move outsdethe once
dominant wage relation. Snce the wage relaion looses its centrdity as away of distributing socid
wedth, it dso looses it centrdity as away of gppropriating surplus value and profits. Thisway the
enormous expangon of persond debt as athe source of the new kindsof securitized vdue streams that
underpin new financid instruments could Smply be seen asthe establishment of an dternaive to
sdaried labour as an instrument for the capture of vaue. In the fordist modd the extraction of surplus
vaue relied on the exploitation of sdaried labour. Thisway the labour contract guaranteed both the
worker asecure long term access to the means for the reproduction of life, and for the cepitdist, a
secure long term and predictable sream of surplus labour (in the form of the productivity of the
working day that exceeded the cost of labour). In the post-Fordist modd the financid system
anticipates necessities for the reproduction of life (ahouse, hedth insurance etc.) and receivesin turn a
long term and (relatively, or a least cdculably) secure vdue stream in the form of interest payments.
Theinterest payments become adirect extraction of surplus from the whole life practice, and not just
from the working day. This hgppensin astuation where the wage relation is becoming less
representative of the red process of wedth creation. The sources of this surplus, just like the sources of
the 'living wage' can , and increasingly do, drive form amultitude of diverse sources of income. Wha is
more, the vaue of these activitiesis set outsde of the wage relaion controlled by cepitd. Asafree
lance worker, entrepreneur, or member of the ‘precariat’ the vdue of my productsis generdly
determined by my networks of friends colleagues and clients. They are the oneswho determine how
much | work, when and what | get paid. Even i forms of regular employment- like many forms of

knowledge work, productive agency engages anumber of activitiesthat lie outside of the wage relation
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(freetime, contacts, networks etc.)

S0 in many ways the present crigs was preceded by aboom that built essentidly on the securitization of
life conduct, where the ethics of everyday life became adirect foundaion of vdue. What turned this
into aboom-bust cycle, indeed what dl boom-bust cycles originate in, was the absence of arationd
system for measuring the red vaue of these ethicd assets. Quch asystem, and anew iron cage to
support it, needsto be congructed, and what it might look like will be the subject of the following

chepters.

V. Conclusion: Two Economies.

Contemporary management is faced with the problem of navigating the interface between two
economies. On the one hand, there is the traditiond capitdist economy, where vaue has alinear
relation to investments of scarce productive resources- essentidly labour and machine-time. On the
other hand thereis anew economy, wha we cdl an ethicd economy, where vaue isrelated to the
ability to ingdl postive relaions of afinity and afiliation. In many sectors- like knowledge work,
brands marketing, the experience economy and even finance- the latter ethica economy is the most
important one. Take asuccessful experientid product like theiPod. Only afaction of its market vadue is
produced by deploying scarce productive resources like labour time and machinery. The greatest share
of itsvaue, wha setsits gpart from its competitors, buildson Apple's brand managers ability to
congtruct an dtractive relaiond complex around the product: to build relations between the design of
the product and the design of other Apple products, between the iPod an other technicd gpplications,
like iITunes or the iPhone, and to establish durable rdaions with the music and film industry. It isthis
relationa complex that confers vaue on the product. And even if these relations have been to alarge
extent congructed by Apples managers. The contribution of asingular relation, and even more so, of
the ime soent in congtructing that singular relation, to the vaue of the relatond complex, is essentidly

immesasurable within the existing vdue system of cgpitd. Thisis because the production of relaions
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follows adifferent vdue logic. And it isthe necessity to move with this different, vaue logic that our
manager referred to when she clamed that her company could no longer be 'cepitdist’. What would
'moving with adifferent, ethicd, vaue logic' entall? How would a'non-capitdist’ company operate?
There are many suggestions in tha direction within the management community today, and in
paticular after the financid criss, and we will discuss them further in Chapter V1. Essentidly most
arguments push for a subgtitution of authentic long term vaue for short term profits building on the
provison of more or less usdless goods atransformation of business from amechanisms for securing
private profit to an investment in broade community building. In arecent Harvard Business Online
posting, Umair Hacque of Bubblegeneration imagines the consequences for acompany like Sarbuck's
like this
Sarbuck'stried to grow by sdlling us more junk we don't need- music, mugs, and mouse pads
That was orthodox, textbook, industrid-era strategy: grow by seizing share in adjectant markets.
But it'sdso defunct in aworld where we don't need more useless junk. What do we need in the
214t century- not just as brain-dead consumers, but as globd citizens? We need opportunities to
grow and amplify our cgpabilities. For Sarbucks, that might mean, indead of hanvking mugs
and chocolaes, traning baristas to teach classesin coffee-making, letting communities use
Sarbucks as avenue for locd government, or , a the limit, traning locd suppliers from
developing countries as baristas in developed ones. How cool would that be?Very. 22
Whileit is not difficult to imagine what such an 'ethicd' value strategy might entall, the red problem is
how to build aset of ingitutiondized incentives tha drives the behavior of companies and managersin

tha direction: to congtruct and 'ethicd iron cage. In orde to confront that problem, we need to 'desad

intothedgaths o soad pradudian’ and take amore detalled look at its actud dynamics.



Adam Arvidsson & Nicola Petersen, TheEthicd Eanary (online version): Ch. 2 'The ethicd econc33
isdready here..

[

Morsing, M. 'Conspicuous responsibility. Communicating Responsibility- to Whome? Corporate Values, ?2?7?, p
146., Sandison, N. 'Dove'sreal beauty ads may have been retouhed' BrandRepubblic 8/5, 08
(http://www.brandrepublic.com/BrandRepublicNews/News/808148/Doves-real -beauty-ads-may-

retouched/?D CMP=EM C-Daily%20News%20Bulletin , accessed 29/5, 08).

Thrift, N. Knowing Capitalism, London; Sage, 2005.

3 Thereisarich anthopological literature on exchange in non-capitalist societies. A classic text is Marcel Mauss'
'Essai sur le don', in Mauss, M. Sociologie et anthropologie, Paris; Presses Universitaires de France, 1950, for a
general overview see, Exchange....

4 Since the 1990s academic economics has begun to appreciate the role of externa knowledge and other socially
generated 'externalities’ and included these factors within it smodels. The seminal paper in this tradition is Paul
Romer«s f ndogenous technological change', Journal of Political Economy, 98:5, 1990, pp. 71-102.

5 Caruso, D. @Vhen Balance Sheets Collide with the New EconomyONew York Times, 9/9-2007.

6 Mandel, M., Hamm, S. & Farrll, C. @Vhy the ecanomy isalot stronger thanyou think®BusinesWeek,
13/2, 2006 (availab e at http://www.businessweek.com/magazine/content/06_07/b3971001.htm) accesed 25/11-
07, Nakamura, L. Olnesting inintangibles Is atrillion dollarsmissing from GDP?@Business Review,
04/2001, pp. 27-37 (availab e at http://www.philadel phi af ed.org/files/br/brg401in.pdf , acessed 25/11-07).

7 Lev, B. Intangibles. Mangement, Measurment and Reporting; Brookings Institute, 2001.

8 Thefigures comefrom Corrado, C., Hulten, C. & Sichel, D. 'Intangible capital and economic growth', paper
presented at the CRIW/NBER Summer Institute Cambridge (MA), July, 26-27, 2004.

9_ www.lovemarks.comwww.lovemarks.com , on the role of brandsin social life, see Arvidsson, A. Brands. Meaning
and Value in Media Culturewww.lovemarks.com , on the role of brands in social life, see Arvidsson, A. Brands.
Meaning and Vaue in Media Culture, L ondon; Routledge, 2006, Lury, C. Brands. The L ogos of the Global
Economywww.lovemarks.com , on therole of brandsin socia life, see Arvidsson, A. Brands. Meaning and Value
in Media Culturewww.lovemarks.com , on the role of brandsin social life, see Arvidsson, A. Brands. Meaning and
Value in Media Culture, London; Routledge, 2006, Lury, C. Brands. The Logos of the Global Economy, L ondon;
Routledge, 2004. On their history, Moor, L. The Rise of Brandswww.lovemarks.com , on therole of brandsin
socidl life, see Arvidsson, A. Brands. Meaning and Value in Media Culturewww.lovemarks.com

10 Bianco, A. (0Phe vanishing mass marketQ Businessweek, 12/7-04, as cited in Jenkins, H. Convergence Culture, New
York; New York University Press, 2006, p. 66.

11 www.innocentive.com, see aso Arvidsson, A. 'Crowdsourcing', Kommunikationsforum, 12/12-06.
(http:/iwww.kommunikationsforum.dk/default.asp?articleid=12571 accessed, 2/6-08.)

12 Huston, L. & Sakkab, N. '‘Connect and Develop. Inside Procter & Gamble's new model fo innovation' Harvard
Business Review, 1, 2006 , pp. ?-?7?

13 Hagel, J. & Brown, J. The Only Sustainable Edge. Why Business Strategy Depends on Productive Friction and
Dynamic Specialization, Boston; Harvard Business School Press, 205.

14 Hala, William , E. TheNew Management. Bringng democracy and Markets Ingde

Organizations San Frandsco; Berrett-Koehler Publishers, 1996,see also Peters, T. In Search fo

Excellence, Moss-Kantor, R.

15 SeeVirno, P. A Grammar of the Multitude, London; verso, 2004 for adeeper analysis of the role of @ossipOwithin
the knowledge economy. .

16 @Pharmacharged with spending less on R& D than on marketingQCharmic Market Repater, Juy, 2001.

17 Bousquet, M. &he informal economy of the information universityQavailable at
http:/ / louisville.edu/ journa/ workplace/ issuespl/ bousquetinformal.html , accessed on 25/ 11-07).

18 Q

19 See Coase, R.. (The Nature of the FirmO, Economica, Vol. 4 (16), 1937: 386-405

20 Gardner, H. Good Work. Aligning Skills and Values, New Y ork; Basic Books, 2002, Reichers, A.E., Wanous, J.P. &

Austin, J.T. 'Understanding and managing cynicism about organizational change', Academy of Management

N




34

Executive, 1997, 11:1, pp. 48-59.

21 Kdly, K. 'Better than free' The Techium, 2008, available at
www.kk.org/thetechium/archives/2008/01/better than_fre.php accessed, 11/11-2008.

22 Hacque, U. 'Why traditional tactics are doomed to fail this time, Harvard Business Online, 21/10-08, avail able at
http://discussionleader.hbsp.com/hacque/2008/10/how_strategists should_respond.html , accessed 30/10-08.




