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Preface

This book suggests that we are facing an epochal economic and social shift, perhaps of
an importance unsurpassed since the bourgeois revolution that gave birth to the capitalist
economy that we have today. The next economy will be an ethical economy where value
is no longer based on labour as in the capitalist economy (nor on land as in the feudal
economy that preceded it), but on the ability to construct ethically significant social
relations. This is no utopia: the ethical economy is already here, in brand management, in
advanced forms of knowledge work, on financial markets, and in the expanding range of
autonomous forms of social production- ranging from P2P software, via fan
communities to alternative forms of agriculture and food distribution- that have evolved
around new information and communication technologies. And its impact is set to grow
with the further diffusion and evolution of those technologies. This book offers a first
coherent theory of the ethical economy, examining its origins, its present dynamics and
its future potential. It draws out the implications of this epochal shift for business,
politics and society.
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Going to the bookstore has become a depressing experience. While television and the
tabloids are busy with the usual; advertising, celebrity culture and home decoration,
books seem to probe more deeply into our collective anxiety. At least in the UK,
bookstores are bursting with titles that propose the end of something or other, oil, food,
energy, credit, affluence, globalization, security, civilization or even human kind as such.
(One of the most successful recent products in this genre is a combined book and
documentary exploring what the world would look like if, or when- this was at least the
implication- human beings had disappeared.l) Taken together with the rise of religious
and secular doomsday prophets; eco-relativists pointing at our cosmic insignificance and
Hollywood's enduring fixation with disaster and apocalypse -Disney's new cartoon
features a cute robot who cleans up the debris left behind on a post-human planet- the
abundance of such titles creates an enduring perception of looming disaster and
overwhelming crisis, at least among those who have the time and energy to care. More
dramatically, there is a shared perception that none of our existing political and economic
systems or even ideas are able to redeem this threat. Instead they appear to be part of the
problem. (Will existing political and economic systems manage even to reduce the speed
of increase in global carbon emissions? Probably not.) It seems that civilization as we
know it is going straight to hell (in 2012, perhaps!), and nobody knows how to stop, or

even slow down the ride.

This crisis is real enough. Only twenty years ago global capitalism stood out as the only
realistic alternative and promised wonders in alleviating poverty and democratizing the
access to basic necessities, promoting double-digit growth rates across Asia and creating
a new global middle class with identical tastes for McDonald's Hamburgers and Nike

sneakers.? With the exception of Africa and parts of the Middle East, this 'flat world' - to
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use New York Times columnist Thomas Friedman's influential expression- seemed to
have the potential to involve everyone in a new affluent global @UTEof consumer
culture, thus realizing the rosy predictions of global affluence and convergence on the
part of the American 'Cold War Left' in an enduring paX amg icna® Now it is clear that
this last boom of global growth (the baleaueof the 1990s, as we now begin to call it)
was living on borrowed time; that its fundamental productive synergies- global brands
with global supply chains- depended on cheap fossil fuels that are both running out and
creating an ever more tangible environmental disaster; and that its consumerist boom
built on an ingenuous and hyper-complex but in the end unsustainable credit bubble. In
fact, globalization is now slowing down; US steel production is increasing as transport
costs make it to expensive to produce such basic commodities in China.* And with the
possible off-set of more rapid sea-passage enabled by an ice-free Arctic region, this slow-
down is set to continue, and move up the value chain until nothing but very labour
intensive goods can be profitably produced in Asia for the European and US markets.
Combined with the long-term consequences of the present financial meltdown, this will
spell disaster for consumer capitalism as we know it, and for associated political visions
of democratic consumerism, the trickle down effect and 'a nation of homeowners'. In
short, it is becoming ever more apparent that the social basis of the neo-liberal model are

crumbling.

At the same time it is increasingly clear that beneath the shiny surface of shopping malls
and global brands (that managed to blind intellectuals and have them obsess about
'postmodernism' or even the 'end of history' for more than a decade), global capitalism is
far too locked into its oligarchic interests to alter its basic modusgogrand. So it is unlikely
that it will kick its addiction to fossil fuel, despite noble if vague pronouncements to the

contrary. Instead, we can expect the most powerful players to continue to wage wars for
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control of oil access and push new exploration into as yet untouched areas, creating a
hundred new Nigerias and Irags, and in the process further increase inequalities globally
as well as nationally, to the point where the privileged elites have no choice but closing
themselves off into gated islands of luxury in a sea of militarized slums- like a 1970s
horror movie come true! This is already happening, in the US income inequality is at its
highest level since 1928 (the year before the Great Depression), and the number of gated
communities and private security firms is rising continuously: the poor and the rich
become increasingly spatially segregated, inhabiting different worlds (and the tendencies
are similar in developing economies like China or Turkey.) ® These discrepancies are set

to increase in the after-match of the current financial crisis.

Figurel.
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US income inequality as measured by the top 1 per cent's share of total pre-tax income, 1913-
2005, including capital gains.6

Even worse, perhaps, this situation seems to be thoroughly ungovernable. National and
international politics is ever more blatantly a playground for elite and oligarchic interests
and democracy a media-show to deceive the masses (Iraq dod!). This way the masses
abandon politics and voting figures are steadily declining in the US and Western Europe,
making 'democracy' but a shallow catchword to be used with the utmost cynicism (as in

'greedingdanooagy/ tolra). Even sincere politicians are too tied up to old and ever more
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irrelevant ideologies that at best have nothing to say about today's realities and, at worst,
turn into almost Orwellian variants of NewSpeak, like 'New Labout' or Silvio
Berlusconi's constant invocations of 'freedom'. The only thing left are irrational and
extreme populist movements, xenophobia, neo-nazism, religious bigotry like Muslim and
Christian fundamentalism, with their various charismatic and apocalyptic manifestations
and a wide-spread demoralization and cynicism. This move away from politics is
understandable and entirely rational since states are less and less able to or even
interested in doing something to benefit the average citizen, and in particular the poorer-

than-average citizen.

The problem is that not much else seems to be able to offer anything in its place.
Everyday life at the turn of the century is marked by a widespread social disintegration,
anomie and loneliness, paired with a generalized existential anxiety and fear, manifest in
mass prescriptions of anti-depressants, tranquilizers and other drugs (the prescription of
anti-depressants in the UK more than doubled between 1991 and 2001) and wide-spread
eating disorders and other forms of destructive behaviours. " As John Hagedorn
describes the cultural condition of the world of the people left behind by a retreating
state and marginalized by an ever more unequal capitalist economy: a world that is
growing and becoming ever more paradigmatic for the global condition as such: 'Theeis
nopessan a idess Thehgped a bete warld has dssoperadt dAll thet islet isthesdoa nihiligtic
redity f avidet detowith noexit'.  The most profound crisis perhaps is intellectual.
Within an environment of trash culture intellectuals seem unable to rise above the fray.
Instead they are either too overwhelmed with the general situation of despair, too
disillusioned by the failure of their youthful political ideals, too corrupt or too locked

into an ever more scholastic academia to be have anything to say about the world around
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them. Life at the turn of the century is lonely, insecure, anxiety ridden and devoid of any

source of meaning or direction, apart from the shopping mall and the mega-church.

A New Enlightenment?

At the same time, however we are in the midst of what can very well be described as a
new enlightenment. Like the diffusion of print media that began in earnest in the 16th
century, the contemporary spread of networked information and communication
technology (henceforth 'Ict') has produced a massive empowerment of collective
intelligence on a planetary level. Millions of people contribute regularly to blogs and act
as citizen journalists, and just as many produce and distribute their own music or video.
Millions take part in discussion groups and online fora, exchanging ideas and building
knowledge on everything from cake-design to alternative treatments for diabetes; and
hundreds of thousands contribute to more specialized pursuits like writing Wikipedia
articles or Linux code, or engage in enlightened debates on spirituality, environmental
sustainability and the habits and intentions of space-aliens. Within this massive socialized
productivity new kinds of social relations are forming: people travel and make friends
through Couchsurfing, a site where people offer their hospitality all over the globe,
organic farms recruit voluntary labour power on Wwoof; people keep in touch on
Facebook, and lonely people find real partners on dating sites or virtual ones in artificial
worlds like Second Life. The statistics clearly indicate that we are witnessing a massive
spread of a new, participatory culture: in 2006, according to the Pew internet survey, 49
per cent of the American population had contributed to creating online content, and (in

2007) 64 per cent of all teenagers, today the figures are probably even higher as the
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participation rates and the productivity of this collective intelligence are increasing

exponentially. o

Figure II.
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Like in the first enlightenment, this flowering of collective intelligence is linked to the
arrival of a new medium. Then, mass printing enabled a (by then) large number of people
to become authors, and an enormous number to become readers. This led to a growing
production and circulation of literature and, more importantly perhaps, pamphlets and
learned treatises on a multitude of subjects that led to a massive acceleration in scientific,
technological and philosophical knowledge. But it was not just a matter of reading: this
flowering of collective intelligence made possible by a new medium lead to a number of
new social, economic and eventually political practices, that came to have a much wider
significance: the coffeechouse with its free space for political and philosophical discussion,
the large industrial firm with its precise bureaucratic systems of management, and
eventually, nation states and democratic mass politics.11 Similarly today's enlightenment
is not just a matter of online activities or 'cyberculture'. On the contrary we see how new
media empower and accelerate the diffusion of a host of new social and economic
practices with important significance in the 'offline' world: what we (using Yochlai
Benkler's term) call 'social production'. Food production systems are being re-organized
all around the world, taking advantage of new media to combine the quality and
transparency of local production with the scale-economies of new computerized
distribution systems. Community Supported Agriculture, the fastest growing element of
the US food economy enables thousands of people to regularly receive fresh, high quality
produce made in a sustainable way in exchange for a few hours of farm labour. In the
poor 'South' new media are used in innovative ways to keep farmers abreast of world
market prices for their produce and taking charge of marketing themselves, thus
bypassing middlemen. Innovative systems like Prosper and Kiva coordinate the cash
needs of poor entrepreneurs with thousands of micro-donors. This way you can pair up
with 10 strangers to lend a Vietnamese small-scale pig farmer the cash needed to invest

in a new fence! Along side a multitude of forms of cooperation are flowering, linking
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poor producers, rich consumers, social entrepreneurs and corporations in new and
innovative ways.12 Designers and engineers are experimenting with Open Design systems
making blueprints of complex machinery available for production by simple processes,
and entrepreneurs are experimenting with new forms of peer finance. In big cities in the
North there is a flowering of creative production as more and more young people chose
artistic careers, using cheap and ubiquitous digital technologies to create music, design
and art and distributing their works and coordinating their collective effort through the
internet. All across the North, people are coming together in a multitude of self-
organized productive activities like communal gardening, time-banks and reading groups,
New Age and other spiritual pursuits, the realization of alternative sexualities, producing
and circulating recipes, and improving on and altering sporting goods like skate-boards
or Mountain bikes. Surveys show that between 58 and 83 per cent of the adult
population of Western European cities take part in some such activity of social
production. And they do it not only because of need or desire for a particular good or
product (be this better skateboards or organic carrots), but also because taking part in
such practices of social production is an excellent way to create networks and friendships
in the face of the looming loneliness that has become an intrinsic feature of the modern
wortld. (In our survey in the Swedish city of Malmé 83 per cent indicated that their main
motivation for taking part in such forms of social production was 'to build networks and
friendships') So as older forms of civic participation based on the political party, the
labour union with its associated organizations like the evening school or cultural
association are dwindling, a new civic culture based on self-organized forms of social
production, enabled and empowered by new media, is emerging. People might 'bowl

alone' but they socialize around the farmer's market and the online forum. ™
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There are many similarities between the 17th century enlightenment and today's
situation. In both periods a new medium facilitates a flowering of collective intelligence
that gives rise to new social, economic and eventually political forms. But there are also a
couple of important differences: The first enlightenment was a comparatively small
affair. Books were expensive in early modern Europe and few people could afford to
read (although literacy rates were on the rise). Jonathan Mokyr estimates that in its
perhaps most intensive phase, the British 'Industrial Enlightenment' of the 19th century,
this social effervescence involved a network of perhaps some 1000 people.14 Today
active participants in new forms of social production number in the millions. Second, the
first enlightenment was an exclusive affair. Membership was restricted to a small elite of
white, male and mostly European bourgeois. Consequently it bred a limited social and
political consciousness where the rights and status of women, workers and non-Whites
were simply not considered. Today's enlightenment, on the contrary is planetary. It
involves people form all across the wotld, and does not operate with any gidi criteria of
exclusion. (Indeed that it does not yet involve everybody, and that a significant 'digital
divide' persists is perceived as an important problem.) Consequently it breeds a planetary
consciousness. Today, for the first time in human history a significant part of humankind
routinely think about and evaluate their everyday life in terms of their planetary

consequences. This has never been the case before.

Ethical Economy

The most important similarity between the early modern European enlightenment and
today's global effervescence is perhaps that they are both intimately tied to the
emergence of a new economic system. In the 16th century we saw the flourishing of

modern capitalism, manufacture and eventually industrial production. Today we can
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sense the emergence of a new economy based on social production: what we call an

'Ethical Economy'.

Indeed it is important to underline that social production is not just a matter of
alternative or anti-capitalist manifestations. Over the recent decade the business world
has definitely recognized its potential. In fact social production has acquired a sizeable
economic importance, as large companies like Nokia and Procter & Gamble tend to
progressively include consumers in the processes that produce value. In the last decade
these strategies have evolved from the indirect inclusion of consumers as co-producers
of the symbolic and affective status that give value to brands, to their direct involvement
in user-led innovation systems, 'crowdsourcing' and viral marketing. Procter & Gamble
has allegedly improved the productivity of its Research and Development department by
30 per cent by systematically involving consumers in the development of new brands,
packaging and even products. In Latin American and across Asia companies are
involving poor people's social networks in co-producing services like insurance and
banking for the enormous markets at the 'bottom of the pyramid'. Other companies like
IBM has reorganized its entire business model around the provision of services open
source software that is produced in autonomous networks of social production. 3o it
seems like the value chain of capitalist production, that used to be restricted to the firm's
own resources, its machines and its salaried personnel, has expanded to include a host of
non-salaried processes of social production that run on machines- mostly networked
PCs, or mobile phones in the South- that the firm does not own! Indeed it is possible to
argue that the information economy itself revolves, not so much around information, as
around participation. This is the case for the Web 2.0 economy where entire business
models, like YouTube or Facebook build on the cultivation of user-generated content.

Through the spread of contemporary convergence strategies such business models are
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becoming increasingly influential in the mainstream media industry as well. A successful
reality show or computer game presupposes an active and participating fan communi‘cy.16
Overall, marketing theorists are thinking ever more in terms of a fusion of the once
neatly separated areas of consumption and production. People are becoming 'prosumers',
'prod-users', or 'professional amateurs' and they are contributing ever more to the
production of the goods or brands that they consume. And marketing is becoming
'societing’; the construction of sustainable brand communities that act as both consumers
and producers. As Chapter II will discuss in more detail, contemporary capitalism is
becoming ever more dependent on social production, on what it sees as the free labour
of a connected multitude of consumers. ** And the central productive activity of the
information economy, knowledge work, tends to resemble social production, rather than
capitalist production. With the spread of Icts, knowledge workers tend to work ever
more with processes of collective intelligence: Their value depends less on their own
private skills and more on their ability to organize and give shape to social processes of
collective intelligence that can transpire inside as well as outside of the firm. As many
gurus of knowledge management, starting with Peter Druckner, have stressed repeatedly:
success in the knowledge economy rests ultimately on a firms' ability to appropriate and
organize what is essentially generally available knowledge and information in agile and
flexible ways. This is contingent on the ability of their employees to quickly create and
recreate functioning relations of production, which in turn builds on their ability to

create significant social relations. 18

This rise in the social and economic importance of social production has of course not
passed unnoticed. Much has been written on social production from a business point of
view, as well as from an anti-business, activist and a more neutral academic perspective

(and a lot of this will be discussed in Chapter IV)."” The steady stream of such
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publications, confronting the phenomenon from different viewpoints, has generated a
host of different insights, but they all agree on one thing: that social production is a non-
capitalist mode of production- it does not follow the rules that we commonly associate
with capitalist production. That said however, the existing literature on social production
shares two important shortcomings. First, it tends towards a certain technological
determinism where social production is viewed as a mere effect of the arrival and
diffusion of Ict. It is true that such technologies have greatly strengthened this new mode
of production, but it is important to understand the earlier history of social production
and, in particular its emergence as a consequence of the long term, post-War
transformation of the capitalist economy. Not taking this sociological perspective into
account makes it easy to fall into digital utopianism, thinking that new technologies by
themselves will save the world, and difficult to appreciate the likely outcomes of today's
complex interconnections between social production and the capitalist economy. Second,
and perhaps as a consequence of this overly technological perspective, most of the
literature on social production has avoided the question of value. To the business writers,
social production generally appears as a free resource, an externality in the form of user
innovation and consumer cool that can be appropriated without the need to give much
in return: an 'immense free lunch for business' to use Alvin and Heidi Toffler's term.”
The activists make a similar mistake in projecting a new society of 'commons' onto social
production where each member will freely take what he needs and give what she can, to
paraphrase Marx. > Even accomplished academics like Yochlai Benkler refuse to
confront this question. Benkler speaks of social production as 'Ujet toan inaesandy

rdougt eéhicd qoan sharing qpen far dl aherstohuild an, extend and nmekether oan >

However, and here is the core argument of this book, social production is not a free-for-

all. These new productive practices come with a new logic of value. They have a way to
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evaluate the relative importance of people and products, and to distinguish between
good and bad efforts and practices. This logic is different from that governing the
capitalist economy, but it is nevertheless a coherent logic that is visible in a multitude of
manifestations of social production: from knowledge work, via peer production to the
dynamics of brand communities and urban creative scenes. It is not a monetary logic, but
what we call a logic of direct, unmediated social impact, or what we call 'matter': people
involved in social production, and the 'stuff' that they create are evaluated on the basis of
how much they directly IMBtE to other people's lives. A brand is considered valuable if it
makes a difference in the life of its consumers; an open source programmer gains status
through his or her ability to add to the productive community in ways that go beyond the
actual production of code and involves the ability to give others the potential to grow
and realise themselves; a knowledge worker rises in the ranks not only through her
manifest productivity but also by her ability to contribute positively to the collective
intelligence of the company; a DJ lives up her networks and reputation that in turn
reflect her impact of the 'scene' of which she is part. This logic of matter is a reflection of
a productive condition where labour time, technology and information - three important
scarce resources for industrial capitalism- are becoming abundant, and where what
determines the value of a product, person or organization, is its ability to connect and
organize social processes in productive ways. Conversely people who participate in these
activities are generally motivated by the possibility of having their contribution, and by
implication their selves socially recognized by others with whom they have meaningful
social relationships. As Yochlai Benkler convincingly argues, it is a matter of traditional
social skills, decency and civic spirit, 'bdhavMaurs and ndtivetion pettensfamiliar tousfransoaa
rdaicnsgnadly that have now come to take on a direct productive importance.” These
values are not measured in monetary terms but in terms of peer-recognition, respect or

esteem. Mostly such recognition is conferred informally, but the explosive growth of
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social media that make social networks visible and rating mechanisms where people can
directly judge the impact of people and things, testify to the need and desire for
mechanisms that can make this value logic explicit. There is, in other words, an emerging
possibility that the value logic of social production becomes objectified, inscribed in the
social institutions and frameworks that govern economic production and exchange on an
everyday basis. Such an objectification of this logic of 'matter’ would transform social
production into something much more than a new mode of production: it would make it

the basis for a new economic form: what we call an ethical economy.

The term 'economy' goes back to the Greek akaarBa which roughly meant
'sovernment of the household' (fro kG 'household' and OB 'law, rule'). This implies
that an economy is something more than just a mode of production. It is a way of
organizing the production and distribution of wealth. The central feature of an 'economy’
is thus a socially institutionalized set of common criteria for this process of 'government”:
a common logic of value that is able to systematically determine the relative importance
of its various components: different forms of labour, different kinds of produce etc.
This way the capitalist economy encompasses many different modes of production-
industrial production in the factory, feudal production in the home, slavery (that remains
an important and growing component™), and social production in the creative industries
and among co-producing-consumers- but its distinguishing factor, what makes it
'capitalist' is that all these productive processes are governed by a common logic of value
that determines their relative importance by giving them a monetary price that is
supposed to reflect their consumption of scarce, privately owned resources (like labour,
machinery and raw materials), and that establishes continuous and endless accumulation
as the overriding goal. This capitalist logic of value is nothing natural, it was imposed on

European society in a 'monetary revolution' that accompanied the emergence of, first
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large scale manufacturing and then industrial production, and that was completed
through the spread of consumer culture in the post World War II years. The
consequence of this monetary revolution was that money penetrated the social fabric and
established itself as the most important embodiment and measure of value, not just for
strictly economic transactions, but also for personal relations. Indeed, as a medium of
value, money is not neutral but comes with a bias towards particular kinds of actions.
Since modern money is scarce it has a price. This creates a bias towards saving and
hoarding (or accumulation) or productive investment (investing in generating more
money) but against consumption and waste. Conversely time comes to be conceived as
something best spent productively in putting ones' money to work. The result was that
people increasingly gave monetary value to their time and their activities (timeisnmmge )
and they increasingly did things because there was money to be gained, or saved.
According to German philosopher and sociologist George Simmel who wrote at the turn
of the last century, the prevalence of money established a cold calculating attitude as the
default option for social relations.” Most importantly, it enwrapped society in what
another German sociologist, Max Weber, called an 'iron cage'. The prevalence of money
and the logic of value that it embodied, meant that at a certain point, capitalism no
longer required cultural support or legitimacy. In his book on the Praetant Ethicand the
Sprit o Caataiam Weber showed how the first generation of capitalist entrepreneurs
were driven by their fervent protestant faith: they worked hard to expand their
businesses for the love of God, often in a social setting dominated by aristocratic values
that were adverse to entrepreneurship and profits. They found legitimacy and moral
support in the belief that building a business was the best way to serve as a Christian.
However, the second or third generation worked even harder simply because they had to:
if you did not accumulate you went bust! The value logic of capitalism had become

institutionalized, inscribed in the framework of social institutions as the natural, even the
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necessary way to act and think: it was no longer enough just to make a comfortable living
off your business, you had to expand, accumulate and grow. This way the persistence and
expansion of the system was no longer dependent on individual motivations. Today this
process has gone even further: in a consumer society it is obvious for us that the way to
fulfil our motivations and desires- whatever they are- is to acquire monetary wealth that

can be spent on a market.

We believe that the value logic of social production, what we call the logic of matter, will
become more obvious and powerful as social production develops. It will eventually go
through a process of objectification, similar to what happened with the capitalist logic of
value beginning from the century and on. However it is likely that the medium that will
establish itself as the objective measure and embodiment of this logic of value will be
different from the kinds of money that we know from the capitalist economy. As
Chapter V will show in more detail, the monetary revolution was contingent on printing
that could multiply the amount of money in circulation far beyond the available stock of
precious metals, and on the increasing power of the state and the emergence of central
banks that could control the money supply. The process of objectivation that we see on
the horizon will most likely build on peer-based estimates; and it will most likely be
embodied in social media. This is already happening, networking and rating are two
online activities that are rising quickly as we speak. The Pew Internet and American Life
survey shows that in 2007, 32 per cent of American internet users had rated a person,
product or service online, and 20 per cent had tagged content. *’A host of companies and
organizations like Couchsurfing, Ebay, Amazon and other online retailers embody some
kind of rating mechanism in their communication with customers. The actics.com
platform - for which we both work- has taken this mechanism further to enable students

to rate the performance of universities in both academic and sustainability terms, or even
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employees to rate each other. With the development of mobile internet and RFID
tagging consumers will easily be able to rate products, stores, or personnel. It is easy to
imagine sites that aggregate these peer ratings into quantitative indexes that are easily
visible. Simply by sweeping you cell phone over the RFID tag of an object you can get a
comprehensive, peer-based estimate of its social impact. (In his Downand Out in
Diggland science -fiction writer Cory Doctorow depicts such an objective value logic at
work. In a society of material abundance, people are obsessed with each others'
"Whuffie'- an quantitative indexation of the respect conferred onto them by others-
which is permanently visible. Your Whuffie determines your social status, as well as your
access to scarce quality goods and services, a nice house instead of a shack in the

suburbs, a table at a street café instead of dinner at the local soup kitchen.)

Such an objectification of the value logic of matter will achieve three important things:
First, it will make the elements social production tradable: It will become possible to
capitalise on one's efforts as a blogger to gain entrance to a concert, a brand will be able
to acquire a premium price or attract consumer innovation on the basis of its success in
promoting sustainable production. Again these things are already emerging but in a
haphazard and generally non-transparent way. Such tradability will significantly
strengthen the potential and strength of the ethical economy. Second, an objective
medium of value will make possible an objective and generally accepted measure of
value. This will make it possible to allocate resources in a rational way without recurring
to monetary mechanisms. It will also make it possible to translate social impact, or
matter, into money in a rational and generally accepted way. This way companies will
have ways to know what their brands and other intangibles are worth, and which

programs of social responsibility actually make a difference. Finally, an 'ethical iron cage'
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force people to maximize their social impact simply to stay in business! This will radically

enhance the social and political influence of the ethical economy.

If the combination of industrial production and a logic of endless accumulation was
called a capitalist economy, we call a combination of social production and a logic of
matter that privileges positive social impact rather than private accumulation, an 'ethical
economy'. As Chapter II will show, this ethical economy is already here, if in an
embryonic form. It is visible in many aspects of contemporary knowledge work; in the
ongoing fusion of production and consumption that we can see in Web 2.0 and emerging
practices of customer co-production; in the booming creative or 'experience economy'
and finally; in the market for fair trade, ethical consumerism and socially responsible
investment, and most importantly perhaps, in the growing financial importance of
brands, 'intellectual capital' and other intangibles. Given its tangible, if shadowy, presence
within the contemporary information economy, the ethical economy is not a utopian
construct but a real possibility. Indeed it is plausible to suggest that the information
economy is already split into two: It contains two economies. On the one hand there is
the capitalist economy. This economy still handles the main part of material production:
the production of cars, shoes, computer chips, and the transportation and maintenance
of these goods. But immaterial production- the production of the ideas, innovations,
experiences and other intangibles that virtually everybody agrees to be the most
important source of value and development- is increasingly performed according to the
principles of a different, ethical economy. This means that an understanding of the basic
working of this ethical economy is crucial for managers, entrepreneurs and other who
wish to navigate the difficult interface between profit and social impact, between money

and matter. ” And such an understanding is bound to become even more important in
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the future, as the relative weight of the ethical economy is set to increase even further.

We can see four reasons for this:

First, because its productivity in terms of immaterial production is higher. This is straight
forward, since the logic of the ethical economy favours cooperation and sharing and
there is no need to erect barriers in the form of artificial property rights. So to the extent
that the economy of the future will be a knowledge economy (or an information
economy, or an experience economy) it is bound to be ever more dependent on the
ethical economy. Second, because the value logic of the ethical economy, the logic of
matter is likely to become more manifest and tangible. As we argued above, this will
significantly expand, strengthen and rationalise the ethical economy VS&MScapitalism.
The third reason that the ethical economy is likely to prosper is that material production,
the remaining power base of the capitalist economy, is rapidly becoming cheaper and
more accessible. Developments in Open Design, cheap multi-purpose machinery and
Open Manufacturing have the potential to decentralize the production of a vast amount
of objects of everyday use. This leads to an undermining of the industrial monopoly on
material production and to rapidly declining profit margins in this sector. As Chapter IV
will show in more detail, similar scenarios are likely for energy and food production. This
leaves pure financial speculation as the last bastion of capitalism, but given recent events,
that sector does not seem to have much of a future. Finally, the overall social efficiency
of the capitalist economy is declining, income inequalities are growing, its environmental
record is becoming ever more evident, it begins to loose its ability to guarantee basic
necessities even in the rich world, housing today, food and energy perhaps tomorrow.
This will radically decrease its already staggering social legitimacy. Eventually states,
corporations, cities and other political actors will start experimenting with the available

alternatives: like the declining feudal class supported the rising merchant class in the late
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middle ages, today's powerful actors will have to switch their alliances to the ethical

economy in order to guarantee their own survival.

This likely future importance of the ethical economy makes understanding its dynamics
crucial also for people who think beyond business opportunities to ponder the future of
our global society. Any such political perspective will have to take account of the fact
that the affirmation of a new economic system completely shifts the stage of the political
theatre. This is because the ways in which the production and distribution of wealth is
agnized has an enormous influence on the ways in which society in general is organized-
how could it be otherwise? Now the capitalist economy imposed itself on society in an
accelerating process that lasted from sometime in the 17th century to the post-War years,
by making its logic of value the dominant logic of social organization in general. The
primary value of the capitalist economy: endless accumulation of wealth and profit at the
expense of everything else became the primary value of society, and 'economic growth'
eventually emerged as the overriding principle of politics, everywhere, to the left as well
as to the right. But social production comes with a different principle of value: positive
social impact. What would a society where the ethical economy has become an
important, or even a dominant political reality look like? We do not know that yet; we do
not know what such a transition might look like, whether it will be violent of peaceful,
whether states and corporations will take the lead or resist; whether it will involve the
emergence of an autonomous ethical economy as an alternative to capitalism or a reform
of global capitalism inspired by this new economic force- a sort of global New Deal
organized around sustainability and social impact; or if we will just see a decline into
chaos. Whatever the outcome politicians and activists need to consider the ethical
economy and its potential to inspire the political strategies and new ideas that can lift us

out of our present apathy. Companies need to realise that their new business
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opportunities lie with the growth of the ethical economy, and that this will entail a radical
reform of their current practices. Ordinary people must realise that what we call the
ethical economy is likely to be a significant factor in their lives and in the lives of their
children. Whatever the position of interest, it is crucial to understand how the ethical
economy works, and how it might work in the future. This book will offer the

beginnings of such an understanding.

To summarize: We can already see how a new mode of production, social production is
developing and becoming central to the information economy. We also see how the
prevalence of this new mode of production is challenging the capitalist logic of value
with which our economy still mainly works, as Chapters II and III will describe, this
challenge is visible in wide range of phenomena that range from the shaky legitimacy of
intellectual property rights, through the management and motivation of knowledge
workers, to difficulties in measuring intangibles. Finally, we can sense the emergence of a
new logic of value: a logic of 'matter', not money. At present this logic of 'matter' is
mainly discernable in new forms of immaterial production, like creative scenes, customer
co-production and Peer-to-peer systems. But present technological development gives
reason to suppose that it will, within a not so distant future, begin to have an impact on
material production as well. Our claim is that the combination of social production and a
logic of matter forms the basis for a new economy: an ethical economy with a potential
to become an important or even dominant to the economic ecology to the 21st century.
(Just like the combination of industrial production and the logic of money created
modern, industrial capitalism which still dominates the ways in which we act and think in
economic terms.) This book will be dedicated to describing the emergence, present

dynamics and possible futures of this ethical economy. Mostly, it will be an economic
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argument. But before we embark on that venture it might be useful to stop and ponder

the other part of the term we have chosen to use: Why ethics? Why @hic economy?

Why Ethics?

Quite paradoxically, the concept of an 'ethical economy' feels both intuitively true and
intuitively false. It feels true because the spectacular rise in ethical consumerism,
corporate ethics and socially responsible investment that we have seen in recent years
should convince anyone of the fact that business is no-longer a value neutral practice.
On the contrary social impact has become a mayor concern. (According to the
Cooperative Bank’s 2007 report, the UK ‘ethical sector’ was worth £ 29 billion, more
than the markets for alcohol and tobacco together. And in 2003 38 per cent of the
European population declared that 'ethical or political factors influence their consumer
decisions'27) It is no longer possible to sustain the myth of the economic actor as a cold,
calculating havo ENaMaAs or to claim, as Milton Friedman famously did in 1962, that
the only social responsibility of business is to increase their own profits.” Instead, to
create 'ethical value'; to have a positive social impact is ever more crucial to commercial
success in ever more sectors of the economy- not just consumer goods but in finance
and the business-to-business sector as well.” Conversely more and more people, as
consumers, investors or co-workers, let ethical considerations weigh in on their
economic decisions, to buy a product, to invest in or work for a company. The logic of
'matter' has established itself in business practice, alongside or, sometime even above, the
logic of money. Along with this rise in ethical business concerns, ethics has become one
of the hot themes for philosophers and sociologists since, at least, the 1980s.™ They tell
us that the lack of stability and existential security that marks the contemporary global
'postmodern' condition, has made ethical decisions a necessary aspect of everyday life. It

is no longer enough to do what one has always done, or to do what one has been told- it
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is no longer enough to follow rules- one needs to decide for oneself, to weight the pros
and cons of each individual action. This way, ethics has taken the place of what

supposedly was a solid morality.

However, the notion of an 'ethical economy' also feels intuitively wrong. This is because
the main conclusions of this contemporary philosophical revival are that ethics has
become an impossible pursuit. And the principle reasons for this are precisely linked to
the growth and expansion of the economy at the expense of other social systems.
Zygmunt Bauman summarizes this perspective in his recent lecture with the succinct
title: 'Das EthisHavwea Chaneein aWald o Cansumas?. His answer is 'no', since, as a
consequence of the expansion of consumerism and 'the market',
the grand social vision has been split into a multitude of individual and personal ,
strikingly similar but decidedly not complementary portmanteaus. Each one is
made to the measure of consumers' bliss- meant, like al consumer joys, for utterly
individual, lonely enjoyment even when relished in company
In short, the transition to a consumer society, and the expansion of the economy into all
spheres of life that this has entailed, has created individualization and social
fragmentation that makes almost impossible the experience of having something in
common- of community- that is the foundation for all true ethical engagements. In this
light, ethical consumerism or fair trade goods stand out as superficial substitutes for real
engagements with actually existing other people and their concrete joys and sufferings. *'
In arguing that consumerism has destroyed the possibility of a true ethics, Bauman builds
on a long philosophical tradition that, with Martin Heidegger as a central figure, has
constituted a persistent tragic vein within modern social thought. This narrative that has
stressed alienation and social fragmentation as the consequences of the spread of modern

technology and a market society, and argued that this transformation has destroyed the

vary possibility of a true humanity. This case has perhaps been best argued by Alaistair
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Maclntyre, in his 1981 work After Virtue Maclntyre opens up by arguing that today we
are unable to even talk about ethics in a meaningful way: we lack even a conceptual
scheme that allows us to make ethical judgements (and as a consequence, 'modern moral
debates are interminable’). Examining the history of ethics Maclntyre goes on to show
that the existence of such a conceptual scheme has been intimately bound to the
permanence of a solid community to which such a set of standards can be anchored. For
Aristoteles, with whom the philosophical reflection on ethics begins in earnest, ethics
was about obtaining what we might call 'the good life' (or exdaimmia). Eudaimmiawas
more or less defined as the realization of the inherent tendencies within the individual
towards wisdom and a balanced use of pleasures, and within the community towards
friendship (phil'@) and justice. Indeed, the object of ethics for Aristoteles was the practical
discipline of choosing the things that we want because they are good in themselves, and
not, like in the case of other practical disciplines such as strategy or economics, of
realizing goals that serve other, superior aims, like winning a war or getting food on the
table. To act in an ethical way was thus to act in a way that realized the inherent nature of
individuals: their inclination towards a naturally desirable good life. So Aristoteles never
really discussed what the standards of ethical judgement would be, their inherent nature
and its ability to realize itself as a 'good life' was simply taken for granted. Sociologically
speaking, these standards could appear to be naturally given because they were firmly
embedded in the life practice of the community of Athenian aristocrats for whom
Aristotle philsophized. If the question of ethics was essentially that of wisely balancing
ones inclinations against those of others, the question of the dedraality of one's
inclinations, or of the context in which they become possible, was never asked. (The
question whether it is 'ethical' to have slaves is, for example, never raised.) Itis only with
Christianity that standards for the 'good life' are objectified and rendered explicit, and

consequently the good life is presented as something different from the actually lived
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life- the City of God as opposed to the City of Men. For Thomas of Aquinas, ethics
becomes not a matter of balancing one's 'natural' inclinations against those of others, but
of subordinating those inclinations to a set of objective moral rules prescribed by God.
Our modern conception of ethics- originating in Immanuel Kant's Critiqued Pradic
Reesm maintains this format but substitutes Reason for God. To behave ethically is to
subordinate one's inclinations to a rational ethical rule: to do what we would all agree
would be desirable for the good of human kind. Sociologically speaking, again, this
objectification of ethics- its transformation into an objective morality- has been driven by
the development of ever larger, complex and differentiated societies, a process in which
the emergence and rise of modern capitalism has played a crucial part. Behind the
christian ethics of Aquinas we can find the growing power of a centralized church
bureaucracy; and behind the practical reason of Kant stands the complex machinery of
the modern state. The problem though is that those very same processes have also
continuously undermined the lived communities in which those rules could find support
and legitimacy. Aquinas' divine rule could work as long as the existence of God and the
truth of his word were beyond doubt. Kant's belief in the possibility of reason could rest
in place as long as the enlightenment ideal was embodied in dominant institutions and
shared by everyone (or at least everyone that mattered). In today's global world,
differentiated into an ever-expanding number of life-forms, each with their particular
values, such universal standards are difficult to find. As French philosopher Alain Badiou
observes, we are caught between impossible universalism and relativist multiculturalism.
Indeed, to follow Bauman's and other contemporary sociologists' line of reasoning: the
fragmented life of contemporary 'postmodern’ individuals makes any standards that will
stand up to the test of everyday existence rare. In line with this insight, Macintyre
concludes that "what mettesa thisgageistheangrudion d lad fans d amunity withinwhidh

dvility and theinteletual and nord lifecan besugtained
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However, the paradox is that in the very time and place where Maclntyre was putting the
final touches to his manuscript declaring, long before Bauman and the rest, the
impossibility of ethics in the contemporary world and calling for community- the US in
the late 1970s to be precise- such communities were arising all around him. Many
observers, among them anther great mind of the 1980s social sciences, the political
economist James O'Connor, saw the late 1970s and earl 1980s as marked by the
widespread emergence of a host of new productive communities- the reconstituted
household; the commune; cooperatives; the single-issue organization; the self-help clinic;
the solidarity group- to accompany the growth in unemployment and the increasing
inability of the state to provide basic services. This 'living economy' as O'Connor called it
was based on 'new social relationships of production and alternative employment' it was,
as Chapter III will argue, the beginnings of an ethical economy- a host of practices in
which the economic goal of creating wealth (be this free visits to the clinic or a
communal soup kitchen) and the ethical practice (in the classic, Aristotelian sense of that

the term) of creating the social ties that make up a community, coincide. >’

Seen from this point of view, the ethical economy represents something quite singular
and unprecedented in history: the convergence of ethics and economics. For Aristoteles,
those two spheres were distinct and separate. Economics was about governing the
production of material wealth that took place in the private sphere of the household. The
household (QK@§ was a private space in the classic sense of that term, it was closed off
from the realm of the city (pdi9, and hence beyond the rule of law. In the private sphere
of the dK@§ the master of the house ruled with absolute power and most household
members were his private property. (Indeed 'private’ come the latin priverewhich means

something close to 'deprive'. In Roman law privetus meant 'deprived from the common



Adam Arvidsson & Nicolai Peitersen, The Ethical Economy (onlineversion) 28
Chapter I: Introduction

thing' the respuddi@) Ethics (@hika) on the other hand belonged to the public sphere of
the city (pdiS, and it was primarily about organizing the interaction between free actors
(in his case, men), in the absence of any pre-established hierarchies. In the k@B this was
not a problem, slaves simply had to obey, their relations with their Maters were not @éhic
in the strict sense of the term. But free men had a choice; there was an element of
contingency. Hence for Aristoteles, ethics was not primarily about separating 'good' from
'bad'-the solution to that problem was in any case given by the inherent nature of
individuals- it was about solving the difficult question of how free men could live
together in the absence of established obligations: how they could construct significant
relations and eventually a pdiSthat would allow that inherent nature to realize itself.
Indeed @hikais closely related to @h0g which means something like 'mood' or 'charactet’;
and ethics was to a large extent about managing one's affective relations to others (like
anger, desire, love and animosity) in ways that permitted a peaceful, balanced and
harmonic co-existence in the polis. In the pdis ethics was primarily a matter of
constructing the relations of friendship (phil'g) that made the community possible and

sustainable.

With the development and institutionalization of a capitalist economy the separation of
economics and ethics has grown even stronger. Capitalist development has meant both a
privatization of economic affairs, and their subtraction from the field of public debate
where ethics and values were articulated. The production of everyday necessities no
longer unfolded within the ‘moral economy’ that had characterized pre-capitalist peasant
society. Instead it took place in a privately owned factory where labour and machinery
was subject to the owners personal control, and motivated by an overarching goal that
was considered beyond ethical deliberation: the continuous accumulation of monetary

wealth and capital. Economic life was ‘disenchanted’ stripped of its ethical context and
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guided only by the cold rationality of endless accumulation.™ In the post-War year most
sociologists and moral philosophers agreed on this functional separation of economics
from he sphere of ethics and politics. Socially concerned intellectuals argued that the
growing influence of an a-moral economic ‘privatism’ meant that public and political life
was crippled. Instead of using their capacity for ethical reflection and political action,
people divided their lives between the equally ‘mindless’ activities of production: the
everyday tedium of a standardized job motivated only by the need for money; and
consumption: the private accumulation of mostly useless objects driven mainly by empty
individual hedonism; non of which allowed for any reflection on the overall goals of life

or the general direction of social development. 3

But in the ethical economy what creates value is precisely what Aristotles described as
the essence of ethics: the construction of affectively significant ties (of phil'a) that make -
a however temporary- productive community possible. The ties that bind the Open
Source team together and that motivate its participants to freely give of their time and
energy to the task; the community that confers respect and status as rewards for the DJ's
night of free performance; the community recognition that falls on to the successful
social entrepreneur. Indeed such ethical value forms are visible, if in a necessarily
contorted way, in the manifestations in which the ethical economy takes on a capitalist
form: the 'affective economics' that tie user to a brand or fans to a media product; the
cultivated networks that enhance the status of a creative entrepreneur; the functioning
social ties that make up an efficient corporate culture. The communities that Maclntyre
asked for are already here but they are economic and business-driven, not religious or

moral.
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This convergence between ethics and economics has important consequences for how
we think about ethics- and in particular business ethics- and by implication, politics for
which ethics is the 'original aspect'.”® It means in fact that business is becoming a directly
political practice. We are seeing this new directly political role of business both at the
micro and at the macro level: both in the political constitution of a company as a
branded community held together by a shared symbolic framework and common
'values', and in the growing geopolitical role of large transnational companies (that
increasingly resort to employing private armies of mercenaries, thus threatening that
'monopoly on legitimate violence' that has traditionally been the foundation for the
political power of the state). We are seeing the same tendency, albeit in a progressive
direction, in the development of hybrid forms like social entrepreneurship and in the
growing networks of cooperation between business and NGOs. In short, a new directly
political role for business is part and parcel both of the existing neo-liberal order an of a
possible new social order that we can see emerging as an integral part of the ethical
economy. However, that order is based on a way of conceiving of politics that is
different from what we are used to. Modern politics was based on the idea that a
mediating institution, the state, the party or the intellectuals must intervene and tell the
masses what they should do or really want. Today however, the masses have the means
to now this themselves: they have all become intellectuals, or to use Italian philosopher
Paolo Virno's terms, they live in a condition of 'mass intellectuality'. So there is no need
for interpretation, ideological leadership or guidance. Everybody already knows what
they want, sustainability, equality, freedom. In this sense we are back with Aristoteles: the
problem is not to define what the good life is, but to realize an @&BiMMathat we can all
already imagine. Ethical practice is thus a matter of actually constructing this new order,
here and now through a series of concrete solutions to practical problems. This way the

ethical economy is bringing ethics back to its Aristotelian status as pragic@ science. The



Adam Arvidsson & Nicolai Peitersen, The Ethical Economy (onlineversion) 31
Chapter I: Introduction

ethical economy is not just a new way of producing wealth and of determining its value,
it is also the concrete construction of a new political order, hicd NUNG form the bottom
up, through the erection of new forms of productive cooperation. Social philosophers
Michael Hardt and Antonio Negti call this the 'production of the common' and they
claim that
' the production of the common tends today to be central to every form of social
production, no matter how locally circumscribed, and it is, in fact the primary
characteristic of the new dominant forms of labour today. Labour itself, in other
words, tends through the transformations of the economy to create and be
embedded in cooperative and communicative networks.

This, they argue forms the basis for a new and radically participatory democracy: an

'absolute democracy' in Baruch Spinoza's sense of the term.”

In difference to the 20th century political scene dominated by parties, intellectuals and
social movements, business has a direct and constructive role to play in this process (and
not just an indirect corrupting function, as its influence was conceived in modern
political theory). Indeed for business that follow the logic of 'matter' of the ethical
economy, commercial value is founded on positive social impact, and by implication, the
political pursuit of generating a new, and hopefully better society, becomes the same
thing as the economic pursuit of generating wealth and eventually profits. As business
thus becomes directly political, its political role needs to be evaluated on a case-by-case
basis. There can be progressive as well as reactionary business practices, but 'business'
cannot be gidi identified as the enemy of desirable social change. Social movements
and other actors need to find way to work with business to realize their aims and projects
(they already do, ncreasingly). Conversely, business needs to take its new political role
seriously. It is no longer enough to conceive of ethics as a matter of complying with
externally imposed standards or codes of conduct, ethics can no longer be treated as a

negative restriction on business practice. Instead business needs to take responsibility for
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the constructive role that it plays within an emerging ethical economy and strive to

maximize its social impact, its capacity to 'matter’.

We have argued that social production is in itself a practical ethics, in myriads of local
manifestations, the central ethical problem of how to live together in a constructive way
is solved on an everyday basis. The solutions that 'matter’ and add value are those that
prevail. This way the ethical economy creates a viable alternative to the philosophically
founded moral systems that have dominated the modern approach to ethics. Moral
philosophy has in any case become a sterile practice, locked into a conflict between two
equally unsustainable positions: the 'modernists' who look for ever more abstract
justifications for moral universalism, and the 'post-modernism' who keep pointing at the
impossibility of that endeavour. None of this is of any practical relevance: it does not
really MHtE. But even the ethical economy must have standards for what constitutes a
positive social impact. We have argued that those standards, like the standards of
axbimmiain the case of the Athenian elites, are immanent to its practical operations, but

what are they?

As philosophers have spent the last decades arguing about moral universalism,
sociologists have identified a massive value shift all across the developed world. Centred
on the educated middle classes in the most developed economies- what Paul Ray and
Sherry Ruth Anderson have called 'the cultural creatives' this new value-structure
combines what Ronal Inglehart first identified as 'post-materialism' a value structure that
goes beyond material accumulation to emphasize self-realization, freedom, equality and
respect for others, with a planetary consciousness.” These values first emerged in the
open with the social movement of the Sixities, and developed in the environmental

movements and the consciousness movement of the following decade. Today they these
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movements are converging into a solid subculture that is making its presence felt on
society, politics and the economy. (In Ray & Anderson's analysis the 'cultural creatives'
are the second largest subculture in the US, after the Christian Fundamentalists;
European surveys show similar results.) Now Ray & Anderson's 'cultural creatives'
essentially the educated middle class of knowledge workers, are also the people who are
most heavily engaged in practices of social production, on the job and in their leisure, as
active consumers. Indeed, as Chapter V will further elaborate on, such a value structure
results from (or in any case is strongly supported by) the experience of social production.
(Just like the like the experience of working together with others in a factory, sharing the
same condition of exploitation formed a basis for the emergence of a proletarian class
consciousness.) Engagement in social production entails a constant engagement with
others as equals, without any pre-existing hierarchies in a situation in which productive
contribution and individual self realization tend to converge (because people generally
chose what pursuits to engage in). What creates value, what MWHtES is the ethical ability to
balance one's self-realization against that of others so that productive forms of
cooperation emerge. At the same time such productive interaction occurs in the context
of a global media culture where 'distant others' - are present with unprecedented
immediacy.”” Indeed networks of social production often span the globe and involve
direct interaction with such 'distant others' that one might never meet. This way social
production develops the ability to create relations of affective proximity with and identify
with the plight of people that one might never physically meet. (Arguably this happened
already with television: According to media theorist Joshua Meyrowitz, one of the
reasons that the Vietnam war was so unpopular in the US- compare to for example the
war in Korea- was television: people could now directly observe the sufferings of war in
their living room and identify with its victims.*) So the lived condition of social

production- essentially maximizing the value of social relations in the context of a
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connected global media culture- naturally fosters a combination of post-materialist values
and a planetary consciousness. It fulfils what Aristoteles identified as the important
educational task of installing the habits that make people naturally desire what is
virtuous."' This way the ethical economy is not in need of any philosophical or
ideological justification, it comes with a set of standards that are immanent to its
productive condition; standards that are both ethical and economic at the same time.
What it needs is a medium that can render these standards objective, make them part of
the societal iron cage that guides our actions. Such an institutionalization is doubtless the
next step in the history of the value shift that Ray & Anderson document. It needs to
happen if this value structure is to accomplish something more than generating
individual frustration, and instead become the standard for a new practical ethics, able to

guide concrete social change.

Chapter Outline

The next chapter, entitled TheEthicd EanaryisAlready Ha€ looks at manifestations of
this new economic logic within contemporary capitalism. Examining important
phenomena like brands, corporate ethics, knowledge management and financial markets
the chapter argues that the contemporary capitalist economy already depends to a large
extent on an ethical economy that it cannot entirely control or command. The chapter
goes on to show how this perspective casts new light on the nature of intangibles: the
ever more significant problem of intangibles within the information economy can in fact
be understood as a reflection of the growing weight of an ethical economy that remains
immeasurable. The second part of the chapter goes on to argue that the growing
significance of the ethical economy within capitalism is a natural consequence of the
expansion of the capitalist economy and the socialization of the production process that

this has entailed. The more complex that global value chains become, and the more they
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rely on resources outside the direct control of the firm, the less money and bureaucratic
power suffice as managerial instruments. The logical consequence of this is that ethically
significant social relations that can generate trust and shared values become ever more

valuable as direct factors of production.

Chapter 111, TheNelibgd Redian argues that Neo-liberalism, the dominant political
form of the last three decades, can be understood as a response to the affirmation of
social production in the post-War years. Examining its basic components, from value-
based management strategies, ideas of citizens as entrepreneurs, the increase in
surveillance and the growing link between finance and everyday life, the chapter shows
how the neo-liberal project attempts to individualize the benefits of social production
and contain this new mode of production within a capitalist value structure. Examining
the discussions about Intellectual property rights, the management of 'creativity' and the
present financial crisis, the chapter concludes by pointing at the contradictions and basic

impossibility of this approach.

Chapter IV Undagandng Saa Pradudian, critically reviews the existing literature on per to
pet, social production, Web 2.0 and knowledge work, and makes two important
additions. First it describes the historical emergence of social production through the
increased socialization of capitalist production and the growing reliance on what Marx
called General Intellect. Second, examining empirical examples of peer to peer
production, the dynamics of urban creative scenes and fan communities, the chapter
provides an outline of the ethical value logic of social production, showing how this logic
is becoming manifest in emerging media like networks and respect. The chapter
concludes by proposing scenarios for the future expansion of this new logic into the field

of material production.
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Chapter V,Gldd Ethis TheNevIran Cagg argues for the evolutionary necessity of
institutionalizing and objectifying the ethical value logic that has arisen with social
production. Analyzing the historical emergence of post-materialist values and
connecting this to the establishment of a 'new class' of knowledge workers, it emphasizes
the links between such a post-materialist value structure and the practical reality of social
production. Second, examining the social institutionalization of the capitalist value logic
through the monetary revolution of the 17-20th centuries, it argues that a similar
objectification can be expected as the next step in the history of post-materialism.
Drawing on a number of concrete examples the chapter claims that the networking and
ranking properties of social media make them a likely candidate for that process. The
chapter ends by examining the implications of such an 'ethical iron cage' for a number of
central issues, like the future of brands, the measurement of intangible value and the

management of sustainability.

The Codusm summarizes the argument and draws out a number of implications for

concrete action in politics as well as in business.
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