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Foreword

We live in a world that exists on the economic edge, close to an abyss
but never quite falling into it. The international financial system may
be in a more dangerous state now than before the financial crisis that
began in 2008. The system of world trade is plagued by enormous
imbalances. Indebtedness stalks the world, led by.the United States.
Poverty is increasing in many places. And yet the complex system
that we call capitalism survives and in some places undoubtedly
prospers.

Not the least of the reasons for this durability is that capitalism
has changed and will no doubt change again. It is like a battery that
continues to accumulate energy without pause — the energy of labour
and fixed capital that is continually being expended, sometimes in
profligate and damaging ways, sometimes in ways that undoubtedly
produce more material wealth, always with a kind of manic zest that
maintains and expands the system.

In its latest incarnation, it is clear that something new has hap-
pened once more. Over the last thirty years or so it has become
standard wisdom, both inside and outside business, that capitalism
requires the appliance of more and more brain power in conjunc-
tion with information technology — the construction of collective
intelligence in order to run complex operations, in order to foster
innovation, in order to provide better service experiences, in order
simply to reproduce. Much of what we regard as the domain of
business corporations has run to this particular tune for some time
now, from the early days of the so-called knowledge economy to
the current circumstances, in which knowledge is regarded as just a
factor of production like any other, there to be mined and made over
into all kinds of complex collective goods.
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Just how familiar this refrain has become can be gauged by con-
sidering recent accounts of how the world economy (and individual
national economies within it) should be reconstructed. It is rare
indeed to find any account that does not take it as read that the key
source of competitive advantage is and will be knowledge, however
understood. Consider just the nostrum that Fareed Zakaria (2010,
2011) recently supplied, in a series of highly influential articles, as
the key to renewed United States economic success. Boiled down to
its essence, it consisted of just three words: investment, education,
innovation. Though the politics. of achieving such a goal might be
problematic, there would be precious little dissent about the analysis,
not just in the eyries of Davos Man but equally amongst the leaders
of the Chinese Communist Party (Freeland, 2011).

But the emphasis on the gains from formal education is, in certain
senses, too narrow. Capitalism i3 not-just interested in codified
knowledge but equally in noncodified knowledge, which it can codify
by all kinds of means — an activity that was one of the keys to the
Industrial Revolution and has now become central (Mokyr, 2010).
Indeed, the emphasis on teaching ‘creativity’ in educational systems
the world over is a tacit acknowledgement of an even greater ambi-
tion: in the cases of both codified and noncodified knowledge, it
is supposedly somewhere within the excess of creativity, however
defined, that new knowledge and innovation can be found that can
continually get the system off the hook.

This system of capitalism has now been in operation for long
enough to constitute a reasonably stable entity, a definably different
form of capitalism, running to the beats of a different drum. But what
is this new entity and how can it be characterised?

Yann Moulier Boutang’s book intervenes in the debates on the
nature of contemporary capitalism in a forceful and comprehensive
way, which has rightly caused something of a stir, both intellectually
and politically. He outlines the rise of what he calls ‘cognitive capital-
ism’ as both a force and an ideology in which ‘the capturing of gains
from knowledge and innovation is the central issue for accumulation,
and it plays a determining role in generating profits’. His work comes
out of one particular theoretical bloodline, which has considered the
ramifications of a knowledge economy, best understood as emanat-
ing from the work of that group of authors who circulate around
the journal Multitudes, founded in 2000 by Moulier Boutang; this
journal is intent on challenging orthodox accounts of the capitalist
beast, which continue to insist that the essence of capitalism remains
the same. For Moulier Boutang, capitalism has gone through a

e o e,
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fundamental shift, from an emphasis on capturing labour power in
the narrow sense to an emphasis on capturing the positive externali-
ties generated by collective intelligence and invention-power; and,
as a result, its main interest has come to be what he delightfully
calls the sphere of ‘pollination’, understood as the production and
management of publics and their opinions, which act both as supply
and as demand — fuel and means of combustion. Thus the emphasis
moves from product to process, and productwe labour moves on,
from the separatlon of labour power from the t person domg the work

networked in. an actwe fashion’. As a result, just about everythlng can
become grist to this new kind of mill, as a kind of knowledge combi-
natoncs (just so long as knowledge is understood to include implicit,
about everything can be combined with some?ﬁ;ng else for proﬁt, as
life itself is redefined; ‘access to life becomes a precondition of pro-
ductive work’. People and goods become complex entities that link
and think.

To reach this world has required a vast injection of capital in
order to build its basic infrastructure: a material makeover of the
world, all the more powerful for functioning as a kind of expanded
background to everyday life, forever announcing its presence in a
continuous whisper. Much of this investment — in cable, in wireless,
in server farms, in the forging of new kinds of workers, who are used
to affective labour and are always on, in the means of expression that
make this world programmable, and not just the software but new

“cultural routines too — cannot always be easﬂy seen; yet it constitutes

a moment in the human hlstory of engineering 1 the world that is just
as significant as the construction of the Great Wall, of the pyramids,
or indeed of new modern eco-cities like Masdar or Tianjin Eco-City
(and the latter is one that has used, and does use, much more human
and mechanic energy to construct and maintain).

Moulier Boutang’s book can therefore be understood as the culmi-
nation and popularisation of a long strand of work on what might be
called the sysfematie construction of potential and invention-power,
brick by brick; cable by cable, affect by affect, which has been the
direct or indirect preserve of many European theorists.! But here it
can be seen as a concrete capitalist form, intent on creating its own
kind of order and mayhem in the pursuit of profit. ‘

The thesis of cognitive capitalism is not without controversy, of
course. Nor should it be: after all, part of its purpose is exactly to
stoke up controversy. Let me mention just four points of interroga-
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tion. First, the emphasis on finance as a form of governance might
be considered overstated, compared to other forms of governance,
which receive comparatively short shrift — for example the way in
which cognitive capitalism has built an apparatus that allows it to be
reflexive about itself, a vast archive of commentary on management
practice that has its own effects. Second, though attention is paid to
the cultural aspects of the new capitalism, these aspects tend to be
downplayed. Yet it might be argued that the cultural overhaul that is
necessary in order for cognitive capitalism to thrive has been the most
difficult and problematic part of the project, requiring concentrated
work on precepts, affects and concepts in order to form new kinds of
subject and object (Thrift, 2011). Third, there is a danger that the
account of cognitive capitalism may give the impression of a world in
which this form of capitalism is regnant. It is probably more accurate
to describe it as a tendency, in that many other forms of economic
practice still exist and have not yet been subsumed. There is one
more but. What if cognitive capitalism isn’t working? For example,
Tyler Cowen’s recent (2011) intervention argues that the overall
rate of innovation has slowed over the past few years, which have
witnessed remarkably few major new innovations appearing on the
scene, Seen in this light, cognitive capitalism may not be a shiny new
departure. It might be one last desperate throw of the dice.

‘But Moulier Boutang’s book is about more than how the current
form of capitalism might be characterised. It is important to under-
stand that the book is also part of a determined attempt to reimagine
left politics. If we live in a constantly shifting noosphere of which we
must be a part, drawn up, then the old class lines inevitably become
harder to draw. However, what replaces them, both as a political
movement and as a politics, is still unclear. As Moulier Boutang
memorably puts it: ‘How might the flag of the multitudes be repre-
sented?’

And Moulier Boutang’s book contains one more imperative: more
ideas, please. Theory on the left sometimes seems to have got stuck
in a rut. Perhaps it needs a burst of what Peter Sloterdijk calls hyper-
bolic theory — theory that exaggerates its place in the world in order
to think and to come to terms with things so extraordinary that we
cannot see them or we do not want to think them — what is sometimes
known nowadays as the practice of speculative realism. Unless the
left is willing to forge more new ideas more quickly, it risks losing
the battle of the imagination, which is such a crucial part of politics.
When Moulier Boutang points out, in the introduction to the book,
that we need optimism, not pessimism, of the intellect at this time,
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which can in turn inform optimism about what often seems like a
stuttering political will, he is surely making not just an intellectual,
but also a political point — as well as questioning what a committed
intellectual might now be. We need to think our way out of this if we
are going to open the doors of new perceptions of what the world is
and of what it might be.

Notes

1 See, for example, Lazzarato (2004), Lash (2010), and Thrift (2005,
12008, 2011), all of them concerned with outlining what a new capitalism
might look like that instigates its own revolution through the application
of knowledge of the production of knowledge to the production of life,
But it is a funny kind of revolution, one that appropriates revolution-
ary rhetoric to itself, one that extols the virtues of cooperation but in
‘pursuit of greater competitive capacity, one that, at times, almost seems
to want to believe that it is.a klnd of programmable w1tchery, Whlch can
re-enchant the World ''''''
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Preface to the English edition

The first edition of this book appeared in France in June 2007. For
a social sciences book that is not merely a vulgarisation, it enjoyed
some success. However, more important than the fact that the book
did well commercially was the fact that it succeeded in initiating a
debate. For the past ten years, to describe the transformation of capi- -
talism through which we are living, we have been using general terms
such as ‘the knowledge economy’, ‘the information society’ and ‘the
economy of intelligence’. More recently, the emphasis has been shift-
ing to notions of the ‘learning and innovation economy’, particularly
as expressed in the work of B.-A. Lundvall.! The introduction of the
phrases cognitive capitalism, knowledge society, and pollen society refines
the analysis still further.

Discussions with a variety of audiences, ranging from Internet
hacktivists to the more reserved circles of senior members of manage-
ment, and passing through architects, art students and researchers on
a wide variety of subjects, have given me the opportunity to advance
the notion that the metaphor of pollination has been a major feature
of economic activity in a complex and globalised society such as our
own. The idea has proved popular. Certainly the ideas and overall
interpretative framework contained in this book have encountered
vigorous criticisms in some circles — although, in my view, always
from within rather orthodox perspectives (e.g. the critique by
Michel Husson),? and occasionally from more eclectic viewpoints.?
Nevertheless, these ideas have laid the basis for a wider debate, which
is now more crucial than ever. They are addressed to all those who
are dissatisfied with rehashes of wooden (sometimes even fossilised)
jargon, and to all those who are locking to find new solutions and
new spaces of confrontation.
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The recent subprime crisis and the endless major financial scan-
dals (Crédit Lyonnais, followed by the Société Générale, and the
heavyweight tax frauds of the German employing class) merely
confirm this requirement. Should we limit ourselves to calling for a
purge of the real estate market, or maybe for a good old 1929-style
crisis, as Daniel Cohen has argued in Le Monde and Bernard Maris in
Libération and Alternatives économiques? Should we just shout: ‘Down
with finance capitalism!’ and hope that introducing more morality
into the actions of the banks will solve the problem of systemic insta-
bility in this third historical phase of capitalism?

I confess my bewilderment over this type of analysis, which seems

completely at odds with the spirit of Keynes and reminds one of the
notorious ‘Ah, what we need is a good war’. That kind of shortcut
is scary: it almost always indicates an unwillingness to think, and it
leads to passivity.

The spaces opened by the debate around the theory of cognitive
capitalism are beginning to expand, both in France and elsewhere. I
refer the reader to the critical review of Jean Zin,* to which I replied
in my tribute to André Gorz published in Ecorev.> The debate has
also begun in the LASER working group of economists and sociolo-
gists, in the Forum des modernités organised by Philippe Lemoine.
I have benefited from the comments and criticisms offered by its
members.

I wanted to include a summary of the main landmarks of
this discussion in the second edition of Capitalisme cognitif. So
Michel Henochsberg, Francois Fourquet, Philippe Aigrain, Philippe
Lemoine and Antoine Rébiscoul were kind enough to write and offer
their reactions.® I have limited myself merely to keeping the ball
in play after this initial exchange, avoiding the temptation of over-
lengthy replies. The debate continues.

That section has not been translated for the English edition.
However, I have taken the opportunity to add a final section
(Chapter 8 below), which examines the financial crisis of 2007-9 and
its consequences for the future of capitalism in general and for cogni-
tive capitalism in particular.

Nigel Thrift has done me the_honour of offering to write the
Foreword to this book. My thanks to him. The debate in the English
language could not find a better initiator. Thanks also to John
Thompson for his patience. And thanks to Ed Emery, who has been
doing so much to translate these kinds of ideas on both sides of the
Channel., :
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Notes

1 B.-A. Lundvall (ed.), National Systems of Innovation: Towards a Theory of
Innovation and Interactive Learning. Pinter Publishers: London, 1992.

2 Michel Husson, ‘Sommes-nous entrés dans le capitalisme cognitif?’
Critique communiste, Nos. 169-70 (summer/autumn), 2003, pp. 70-8.

3 Jean Gadrey, ‘Le capitalisme a-t-il fait sa révolution?’ L’Humanité, 25

September 2007. This kind of criticism was directed most particularly

at the Introduction, which irritated some people but can easily be left

to one side, since it deals with my own, rather particular, intellectual

history.

See http://jeanzin.fr/index.php?2007/09/09/110-le-capitalisme-cognitif.

Yann Moulier Boutang, ‘La nouvelle rupture au sein du capitalisme’,

Ecorev, 28 (autumn), 2007, pp. 17-25.

6 It goes without saying that I also thank all the members of the Groupe de
travail des économistes, in addition to those who submitted material for
this second edition.
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Introduction

1 Why have political ideas become so scarce?

Our planet offers a singular spectacle. Unfortunately not that, as
old as Herod, of the crying inequality between featherless bipeds on
the surface of the globe, or that of the fierce divide between North
and South. Rather the spectacle, more unusual in the North, of the
striking contrast between the real internal revolution that capitalism
has been carrying out before our eyes for the past thirty years, on the
one hand, and the collapse of political ideas on the other. Certainly
Fukuyama, with his ‘end of history’ and with humanity’s entering
into the pacified age of the ‘administration of things’, seems a far cry
from reality (as he himself has admitted, by the way). Wars of every
kind continue to sprout like mushrooms, and the Soviet empire has
collapsed. However, the failure of new political ideas seems so strik-
ing, with its stuttering return to religion and subaltern nationalisms,
that we really need to speak of a post-politics when postmodernism
moves into the sphere of public action. What is the weight of yester-
day’s reflections from thinkers such as F. Lyotard, or C. Lefort, or
Cornelius Castoriadis, or of today’s, from the likes of J. Ranciére or
B. Latour, on politics as the construction of a space of equality, or of
a position of objects in discord, in the face of purely instrumental
and cynical vulgarity? Some (such as Dilip Gaonkar! for example)
signal the return to rhetoric, wherein persuasion would replace
good old Hegelian ‘effectivity’. Either way, the contrast is glaring
and depressing: to our right, the exuberant health of a capitalism
that is innovating everywhere — including in ‘communist’ China,
which keeps moving the goalposts; on the other side, on the left, the
depressed immobility of protest movements and alternative theories
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that have lost the initiative, preferring to return to the old moons of
religious fundamentalisms or to a nostalgia (already neoclassic) for
the style of real socialism, trimmed with the good old days of the
nation state in the same way in which the ancient Roman antiquity of
Pompeii was fashionable in the last years of the reign of Louis XVL
Let us play devil’s advocate. Let us say that, conceprually and histori-
cally, Fukuyama might be right. Reflexive history has been taken on
board by capitalism: since the self-dissolution of real socialism and
the fall of the Berlin Wall, capitalism has taken on the concept of
revolution in its own right, while political imagination seems to have
become immobilised in the deserted palaces of Sleeping Beauty. It
is of capitalism that we should be saying today Eppur st muove [‘And
yet it turns’] — Galileo’s words addressed to the church. Does not the
crisis we are always hearing about — crisis of politics, of representation
— derive simply from a dearth of political ideas? That this scarcity
happens when economics is having difficulty in understanding the era
of abundance, this is probably what Fukuyama meant by the triumph
of the administration of things and of the post-political. No new
ideas; a lot of repetitions, both comic and tragic; and a sufficiency
of oblivious and self-satisfied naivetés. At least one might hope that,
from all this, humanity would gain the happy peace dividend of the
‘mediocrity’ of Venus under a new Roman Empire.

However, we also know that this post-history where nothing
happens apart from ‘business as usual’, peppered as it is with an
addition of soul culture treated on an industrial scale, is preparing
the ground for a tremendous return of history in its worst form. That
of absolute uncertainty, of the era of Brownian motions of reality,
while the compass oscillates mechanically between the binary poles
of citizen insecurity and state pacification, the latter being accom-
panied by the securitising but securitarian volatilisation of the very
space of politics. Are we now doomed to endless stupefying replays
of aircraft hitting the twin towers of the World Trade Center, to daily
reminders of the massacres in Darfur, to the horrors of the Iragi
civil war and imperial postcolonisation, to Putin’s normalisation in

Chechnya and to Hamas zealots in Palestine? In this head-to-head '

between the ‘savage ready to sacrifice his life’ and a state with near
absolute power, are we condemned to live as spectators of some 24
hours Chrono series filmed by our latterday Colosseum, the studios of
Hollywood? Rhetorical packaging is sweet. At least it has style!
However, -are we not proceeding too quickly in .the matter,
putting ourselves in the footsteps of an -already distant situationism
— represented by the likes of G. Debord, J. P. Virilio and Baudrillard
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and spliced with a touch of Adorno — to impute, to a pervasive and
absolute capitalism, the destruction of politics ~ politics regarded as
the creation of a common space, not as a parade of everyday paranoia?
First: is this capitalism really so absolute? Not so much through its
military power as through its pastoral culture, which shapes images
and affects, and governs populations rather than people. The whole
thing is more complicated, and ultimately more stimulating — as we
shall see. Its interest perhaps derives from the fact that it reveals and
manages more political space than we think, if by political space we
understand (as Lenin put it in one of his moments of hemiplegic
lucidity, chiming with Keynes) ‘the degree of freedom’ left to our
grandchildren. If you want to persuade people around you that the
voluntary action of people in groups is worth the effort (hence is more
than a last stand of honour or a beautiful gesture), unless you want to
go for rabid and romantic subjectivism, you need to build on a pedes-
tal of reason. This pedestal can only be a space that is already existent,
half-open, ready to be entered. For there to be big new places to dis-
cover, there must be continents in the process of formation. This is
the prerequisite that makes it possible to overturn — as Antonio Negri
does — the dangerous and much cited Gramscian formula ‘Pessimism
of the intellect, optimism of the will’, which inevitably engenders
maximum disillusionment about the new will and a huge amount
of disenchantment about the old intellect. It would be far better to
construct political thought on strict opposites: optimism about a new
intellect and prudent reservations regarding the old moon of will.

2 Why change theoretical references?

Let us assume for a while — just a brief moment — that it’s not the
ground that is slipping away from under our feet. And let us suppose
that we accept to tread the sands of new shores after a long voyage,
and that there are still new continents for humanity to discover.
We need immediately to abandon the maps that merely reproduce
the flat world of Ptolemy, where you drop off the edge of the uni-
verse. We need new sea charts. And we might risk the idea that it
is our compasses that are obscuring the road ahead, and then draw
the necessary consequences. So the problem is not to appeal to a
superhuman will — or to its artificial or maniacal paradises — to get
us out of the hells into which reason has fallen. Rather let us throw
overboard our outmoded navigational instruments. Let us abandon
the old reason in order to build a new one, beyond an ocean of
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tempests. Are we, in particular, going to remain obstinately stuck to
the perspective of the value of working time, of the utility or scarcity
of resources, in order to measure a wealth that depends on the time of
life and on the superabundance of knowledge? If we continue in our
determination to make all complexities fit a universal Procrustean
bed in order to binarise things in places where others, more cunning
at least, were introducing a bit of dialectics, then we should not be
surprised to find ourselves sailing round in circles, buffeting between
Scylla and Charybdis. The only leap we are in a position to request
from political will (and this seems not unreasonable) is to treat with
the severity it deserves a conceptual apparatus that, already, is poretic
only to a limited extent — inasmuch as it no longer opens any of the
ports, arsenals and vessels we need in order to navigate. Let nobody
treat such an approach as insane, or accuse it of preferring extreme
solutions in the name of a logic of the worst. What are we to say of
these people who, out of loyalty to what they call reason (a reason
that, however, has abandoned them), continue to use the same old
maps, even though their road takes them endlessly past the same
landmarks? Can we really call them wise? And are the others really
so crazy when, ill-prepared and ill-equipped, they launch themselves
into a rational flight and dump the paralysing trappings of categories
that have become as useless as the over-heavy armour of the French
cavalry at Azincourt in the face of the English archers?

3 From Lenin in England to Marx in California

In 1965 Mario Tronti and the small group of activists who had gath-
ered around the short-lived journal Classe operaia in order to shake the
already somewhat withered tree of western Marxism had put forward
the provocative slogan of ‘Lenin in England’.? This amounted to a
proposition that the breakdown of capitalism would not happen either -
at its weakest internal link or in a Soviet Union viewed as the weakest
external link of capitalism. Re-read forty years later, this programme

turns out to have been prescient — but, like the cries of Cassandra, -

not in the sense that its author intended. It has been the labour move-
ment that has experienced a radical break at its supposedly strong-
est point — with the internal schism in China, then the implosion of
‘real socialism’: in Prague in 1968, then in Gdansk, then in Berlin,
and finally in Moscow. Real socialism collapsed even faster than the
T'sarist Empire, but this time without major bloodshed. Bernstein in
reverse. Whereas from capitalism’s strongest point there has arrived
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a strange revolutionising of its own mode of production — a general
bringing up to date [aggiornamento] that has taken for its own the
motto of Giuseppe de Lampedusa’s Leopard: ‘Change everything, so
that everything stays the same’. Certainly, when Mario Tronti com-
mented on the Labour government’s ‘stop—go’ policies, the British
labour movement seemed in better shape than the City. We had not
yet arrived at the financial big bang of Margaret Thatcher, when
she was miraculously saved by the discovery of North Sea oil, just
as William Pitt had been saved by Welsh coal. The task attempted
by the small group running this brilliant little journal was to gauge
the opportunities, in Italy, for combining a labour movement that
was more stirring and sturdier than the British Labour Party with a
mediocre capitalism, while the immobility of what people liked to call
the most powerful Communist Party in Western Europe was staring
right in their face. Of this colossus with its feet of clay only the right
leg, under the leadership of Giorgioc Amendola, was betting, thirty
years ahead of its time, on an institutional revolution reduced to a
simple social democratisation of the party. The theoretical discovery
of Ttalian operaismo [workerism], unlike its French counterpart, was
precisely this: that the secret history of capitalism had to do with
its working-class articulation. This discovery was operating crudely
and in linear fashion, with the crudity of a theoretical model. The
intensity of workers” struggles drove the capitalism of the thirty glo-
rious years into an unprecedented revolution at all levels: a crisis of
economic planning, a crisis of the nation state, a crisis in the shape
of corporations and a crisis of the state form rout courr. The rest is
history. The end of Bretton Woods, a regime of floating exchange
rates, the encirclement of the Taylorist factory by a ‘new society’ of
lifelong learning and the mass democratisation of the university. And
on this basis the first missiles of financial deregulation and of a com-
plete redefinition of global finance could be launched, with a success
more durable than the Russian sputnik. But something was missing
from this Aufhebung (transcendence, maintenance, surpassing) of the
factory, which had succeeded in sidestepping the ‘working-class for-
tress’ and the centrality of the communist working class.

This is the same centrality that some people, probably nostalgic for
the golden age of the Third International, have been seeking to restore
by proposing, quite recently, the ‘re-industrialisation of the bankiew’,*
in order to reconnect with the working class. What was missing was
a model of production, something to replace the automobile industry
that had been the engine of that cycle of development. Unfortunately
most commentators on the left and in the labour movement were
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looking rather for a perfecting of industry — in other words a way
that would be more rational than Taylorism — essentially by a tertiary
industrialisation which, by the way, was taking place all on its own.
But, as usual, there was no Aufhebung, except as pure mystification.
This even comrade Stalin, whose theoretical brain was feline more
than human, had noticed. And the resurrection of Fordism did not
come about. Why? Because something was about to happen that
was more powerful than the generalised spread of water-mills in the
Middle Ages, the clearing of the forests undertaken by the monastic
orders and the invention of the slave plantation economy in twelfth-
century Holland, and more decisive than the spinning jenny and the
coal-fired steam engine in eighteenth-century Britain.

Mario Tronti, in his long postscript to Operai e capitale (Workers
and Capital),” speaks of the ‘sunrise’ that comes from the West — to
be specific, from the America of the New Deal. Once again he had
pointed a finger at the moon; and a number of idiots, as the Chinese
proverb says, saw nothing except a paradoxical eulogy for the reform-
ism of Eduard Bernstein. They should have understood that the
notion of ‘Lenin in England’ was an ‘appetiser’ designed to build a
state of mind ready for great discoveries; one had to search further
west. This was what he did by trying to understand the new forms
of class struggle in the automotive giants.® The last thirty years of
the twentieth century have continued their march westwards. They
have seen the sun rising on Sunset Boulevard. Marx’s programme of
research found itself displaced . . . to California, as John Mayall sang
at the time. Certainly old Manchester, under the iron rule of a devel-
opmentalist Brazilian dictatorship or of the Chinese Communist
Party, was being revived from its ashes: in the ABC triangle of S&o
Paulo’ and, to the east, in the hinterland territories of Hong Kong
and (later) Shen Zen and the Pearl River delta. Yet that was not the
place to find the key to the changes taking place, including what was
happening in these ferocious Disneylands of industrial capitalism. It °
was in Silicon Valley that the new world economy was being forged,
the new historical and contemporary capitalism. Michel de Certeau
understood this fairly quickly. It was not only about moving Michel
Foucault and French philosophy to America (this came about natu-
rally). It was also necessary to carry the critique of political economy
and industrial sociology to the new Manchester. But, alas, there was
no new Engels (nowadays he would have founded an open source
start-up, which would then have been bought for billions by the
dinosaurs of the communications industry) to reorient the collective
brain of academic Marxism. This latter was (and still remains) far
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too busy trying to combine calculations of general equilibrium with
the orthodoxy of the sacred texts on value, or to dream of a blirzkrieg
of financial capitalism that might finally reintroduce a bit of chaos
and anarchy. In other words, recycle the old recipes of socialist plan-
ning. There were also those who had realised that, with the General
Intellect of the Grundrisse, the idea of the communism of capital was
no longer a utopia; it was the very fabric of the Zeirgeist and the esprit
of contemporary capitalism, ) 7

By this time tens of thousands of mathematicians and compu-
ter scientists had congregated along the San Antonio fault, joining
the old procession of immigrants who built American power in the
nineteenth century. These builders of the new factories of the twenty-
first century installed themselves in campuses, and their wages were
generally paid for by the military or by foundations. These new
monasteries, as powerful as ‘the Benedictines of Clairvaux, were
now exploiting. not forests, but the networks of collective intelli-
gence, For them there was no doubt that the new centre of gravity of
world economy was located right there. Richard Florida’s ‘creative
class’® was born, or rather reborn, And the condescending journals
of European sociologists could do nothing about it. The less blind
among them, analysts of world trade such as Alain Minc and Jacques
Attali, had sensed all this with their idea that world economy was
slipping towards the Pacific. Except that, instead of doing Marx in
. . . California, they continued to count the number of containers of
goods leaving San Francisco or Shanghai for Santos at the hour of
the information influx. This resulted in a trivialisation of capitalism’s
Californian revolution. They began to take the Chinese dragon for
the icon of the revolution of capitalism — and the egg, even when it
was served in an elegant soup, for the chicken.

In an era of continuous innovation and knowledge-based econom-
ics, industrial capitalism rushed to throw holy water on its rival and
gravedigger. This was known as the ‘revenge of the sound funda-
mentals’ of the real economy in the face of the upstarts of the dot.
com economy. China and India reassured the markets: suddenly
promoted to an industrial vocation, they would have the ability, if
we are to believe certain commentators, to feed the rentier popula-
tions of Europe and America, pay their pensions and provide them,
at unbeatable prices, with all those items whose production could
be relocated out of the countries of the North, Let’s wait for the
next stock market panic and for the ‘corrections’ of ‘market exuber-
ance’, to use the language of Alan Greenspan and his successor Ben
Bernanke.
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All this is not to be taken too seriously. All it would have needed
to sound the alarm was a few investments in Bangalore made by the
computer companies® and a few relocations of China’s electronics
industry in Brittany. For the combined reasons that neither China
nor India are doomed to be unchanging Manchesters, or a new
industrial version of hydraulic despotism, or the guardians of the
temple of the second historical capitalism at the moment when the
third one is emerging and demanding space. Unless, of course, our
industrial dynasties and politicians persist in reproducing the biologi-
cal racism of the nineteenth century, which deemed non-whites to be
inferior by nature. There is another reason for the infantile character
of these dreams of the rentiers: this static division is precisely the
form that consolidates the North-South gap. Finally, let us recognise
that immaterial production is not an illegitimate rent at the expense
of ‘real production’, but rather sits at the heart of economic value.

After Marx in Manchester or Detroit, Marx in California. Let us be
clear: it is neither the alpha and the omega, nor the readymade solu-
tion, Let us talk instead of an indispensible morning jogging, like a
kind of small defrag program for Marxism’s mental hard drive and for
the thinking of contemporary thought zout court. The future is already
here for those who know how to read it. We do not need fortune-
tellers or prophets. Let us content ourselves with understanding our
immediate present. Here it is not about politics as such, but about
the necessary preconditions for a politics-that holds both ends of the
chain: the passion of the coming transformations, combined with a
good dose of insight into the present times.

By saying ‘Marx in California’ we are simply trying to explain the
internal revolution that historic capitalism is enacting right before our
eyes. Socialism is not simply late in arriving at a war that has been lost.
It is late in arriving at capitalism and at a political economy, and this
explains the surface sickness that strikes the famous ‘critique of polit-
ical economy’ — a discipline that is ritualistic more than real. Moving
towards a change in political economy, a change that addresses the
new great transformation, is no small matter. Economics has by now
established itself as a solid discipline. In the days of Boisguibert,
Cantillon, Quesnay, Smith, Ricardo and Malthus it enjoyed more
freedom. Today the economic sciences have an apparatus that is as
imposing as (and a bit less decrepit than) the scholastics Descartes
or Spinoza had to confront. And, like scholasticism, it can lead to
terrible mistakes.!® Shifting the question of political economy to
California is our trip via Amsterdam, our modern Netherlands. Let
us not refer to changes of paradigms, as Thomas Kuhn does, even
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though a purist might do so — so great is the number of observed
phenomena that are no longer explainable by the representation of
the world in terms of physical labour, scarcity and material capital.

That would lead us too far off track. So let us content ourselves
with a programme of research that is not degenerate,!! as Imre
Lakatos would have put it. This research programme, which is still
a ‘work in progress’, we call cognitive capiralism. This concept is a
working hypothesis, first put forward in 2001, It is largely the result
of collaborative work undertaken within the Innovation Systémes
Stratégies (ISYS) team in the Matisse Laboratory of the University
of Paris 1.2 It has not gone totally unnoticed, probably because it is
already providing some fundamental guiding ideas and useful start-
ing points for action. In order to clarify the subject of this little book
I shall summarise the main points. v

The current globalisation has to be seen in the light of the emer-
gence, since 1975, of a third type of capitalism. This capitalism has
little similarity to industrial capitalism, which, at its birth between
1750 and 1820, broke with mercantilist capitalism and slavery. We
are not living a period of socialist transition. The irony of history is
that we are living, everywhere, a transition to a new type of . . . capi-
talism. The political economy that was born with Adam Smith no
longer allows us to grasp the reality that is being constructed before
our eyes and to determine what is now the value, the wealth and the
systemic complexity of world economy. Nor, a fortiori, to address the
challenges that humanity faces, whether environmental or societal.
The intention of this essay is to put the reader onto a path of politi-
cal prudence and provisional morality adequate to address this ‘new
great transformation’, as Karl Polanyi described it.!3

One final note: this little volume is based on work begun in 1997,
which the curious reader will find documented in the bibliographical
references at the end of the book. It should be seen as an introduc-
tion to a more broad-ranging book of political economy: La Socrété
Pollen, nouvelle économie politique G I’ére du capitalisme cognitif.'* One
can only sharpen ideas through exposure, dialogue and ongoing
debate. I wish to thank my colleagues in the ISYS team at the Matisse
Laboratory of the University of Paris I: Bernard Paulré, Antonella
Corsani, Maurizio Lazzarato, Carlo Vercellone, Pascal Dieuaide and
Jean-Marie Monnier; also those at my COSCTECH laboratory at
the University of Compiegne: Pascal Jollivet, Alain Lepage, Frédéric
Huet and Julia T'addei Stradi. I would also like to thank the following
people: my colleagues at the Centro di Investigaciones Economicas
at UNAM in Mexico City, Alejandro Dabat Rivera and Miguel Angel
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Rios; Giuseppe Cocco at the Federal University of Rio de Janeiro;
Dale Tomich and Richard Lee of the Fernand Braudel Center
(State University of New York at Binghamton); Naoki Sakai and
Brett de Bary of Cornell University; Pascal Petit of CEPREMAP;
Dominique Boullier of University of Rennes 2; Benjamin Coriat,
Olivier Weinstein and Mouhoud El Mouhoud from the University
of Paris 13; Christophe Bonneuil (ENS), Robert Castel (EHESS);
Jennifer Dahan-Seltzer, Gerard and Bernard Galienne Eme (former
DESS IEP), and Yves Michaud of Université de tous les savaoirs;
Michel Henoschberg, Philippe Lemoine, Eric Barchechat and the
group of economists of the Plat Forme LaSer; and Olivier Assouly
of the Institut Francais de la Mode — all of whom offered me oppor-
tunities to present these ideas, discussed them and enriched them
with their own criticisms and suggestions. To these I should add my
longstanding friends and collaborators at the journal Multitudes; my
students; and the many researchers and activists whom the Université
Nomade has given me the opportunity to meet. In the digital era, the
university outside the walls is often more inventive than the alma
mater. Businesses have long since learned that this applies to them
too. A special debt to my friends Manuel Villaverde Cabral, Antonio
Negri, Christian Marazzi, Antoine Rébiscoul, Michelle Collins,
Thierry Baudouin, Olivier Blondeau, Laurence Allard, Florent
Latrive, Abdul-Karim Mustapha, Raul Sanchez, Yoshihiko Ichida
and Carlos Pfieto del Campo. Finally, many thanks to Jerome Vidal
and the team at Amsterdam Publishing, who produced the original
version of this book in record time, and also to John Thompson and
the team at Polity Press for their willingness to publish an English
edition. Needless to say, I bear sole responsibility for these ideas,
which are no more than a foundation stone for a building yet to come.



The new frontiers of political
economy

Political economy (in other words the set of doctrines, principles,
precepts and models that seek to account for economic activity) is
facing a growing challenge: the challenge of new frontiers in which
the contours of the world economy! are being redrawn.

From 1975 onwards the pace of economic growth in the developed
countries slowed considerably. It fell by at least half and found itself
back at the levels prevailing prior to the ‘thirty glorious years’. In some
years there was virtually zero growth, a situation that would have
been unthinkable in the 1960s. Unemployment became omnipresent
and structural. The growth model of the western economies had been
based on various factors: very cheap energy supplies; importation of
foreign labour; cheap raw materials; virtual full employment; fixed
exchange rates between currencies; negative real interest rates; price
inflation; and wage increases that followed increases in productiv-
ity, but with a six-month time-lag. This growth was underpinned
by a very rapid salarisation of an originally agricultural population,
an abundant supply of family dependants and a demand that was
driven first by postwar reconstruction, and then by wars taking place
in the Third World (Korea, Vietnam). This model! finally ran out
of steam more or less abruptly in all countries — in Europe, in the
United States, and even in Japan, which at one time had been rated
the world’s ‘number one’ economy.? However, unlike during the
1930s, there was not a generalised financial crisis of the system, and
prices did not collapse. The international financial institutions, now
thoroughly reshaped along monetarist lines, and the US balance of
payments deficit opened the way for a recycling of surplus US dollars
— first European, then Arab and Asian. Another crucial aspect was
that world trade, instead of shrinking (as it did spectacularly in the
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1930s), rose, increasing intercontinental and North-South global
interdependence. We saw the creation of new global entities bring-
ing together nation states into organisations such as the European
Common Market, along with the creation of the North American
Free Trade Agreement (NAFTA) and of Mercosur in Latin America.

Whereas in the 1950s and 1960s the internationalisation of pro-
duction had been reflected in a growing presence of transnational
corporations, the following two decades were marked by an increasing
exposure of national economies to the world market. This movement
culminated in the last decade of the twentieth century with the dis-
appearance of the socialist bloc as an entity separate from the world
market and the integration into global capitalism of the former Soviet
Union, Central Europe and China — and also India. Globalisation has’
led to an extroversion of ‘national’ economies that today stands some-~
where between 10 per cent and 20 per cent of gross domestic product
(GDP).> This relatively low percentage is misleading, however,
because the exposure of actual production abroad is far greater: the
French companies listed in the Cotation Assistée en Continu (CAC)
40 (the top forty companies in the French stock market) that are
turning in good profits are doing so largely on the basis of factories
located outside France itself, and most of them employ the majority
of their workforces overseas. At the same time Anglo-Saxon pension
funds have increasingly become owners of companies located in
France. If we take into account the closed international trade operat-
ing within transnational companies, between parent companies and
their subsidiaries, we can say that the so-called ‘national’ space is
highly striated by cross-shareholdings and by interdependencies that
are also present in the banking system and among institutional inves-
tors (the most active agents in the stock market). This represents a
major shift in terms of the exercise of fiscal and industrial policies at
the ‘national’ level. Such a change in the basic material conditions for
exercising sovereign power is obviously fundamental, Whatever the
shortcomings that one might criticise in recent attempts to redefine
sovereignty, articulations of power and forms of governmentality,*
we should recognise that they are the only attempts to keep abreast
of the changes happening in our time. Innovative thinkers are more
exposed to the possibility of making mistakes than those who content
themselves with reproducing the tired old theory of the indivisible
sovereignty of the nation state. There has been much comment on
the propositions advanced in the book Empire by Michael Hardt and
Antonio Negri, many commentators criticising them for utopianism,
But the true measure of political thinking is its ability to understand
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our own times — contemporary capitalism — and not to live in com-
fortable bubbles of the past. When Descartes and Spinoza had to
come to terms with the Dutch Revolution, and Hobbes and Locke
with the English Revolution, and Kant and Hegel with the French
Revolution and Napoleon, and Marx with the capitalist revolution
in Manchester, there was no shortage of commentators ready to take
offence at their claims. There were always plenty of writers willing
to go along with absolutism and to enjoy the courtly pleasures of
the ‘civilisation of the Great Century’ at the court of Versailles. And
always plenty of emigrants from Koblenz incapable of seeing beyond
the borders of the small principalities in which they had found refuge.
Not to mention the slave plantation owners and the moralists caught
up in ‘social’ problems who pulled faces and opined that servants in
England were far more numerous than the proletariat with which
Engels was so concerned, and therefore deserved more attention,
Before going on to discuss the merits of the sovereignty of the nation
state as an unsurpassable horizon of our time (particularly in the
European Union),’ or the ambiguities of imperial sovereignty in its
relationship with the United States, we have first of all to ask the
question: what kind of world do we live in today? Who actually holds
the power — real power, and not just power in its formal definition?
Even a simple examination of global institutions and ¢community law
in the European Union suggests that the legal system is not $0 behind
the times as many politicians would have us believe.

1 Neoliberal globalisation, the matrix for the emergence of
cognitive capitalism

OQur present globalisation is not the first that the world has seen. In
the sixteenth century in the first place, then at the end of the eight-
eenth century, and subsequently from the end of the nineteenth
century until 1914, world-spaces were being created starting from
the western hemisphere.® The first and last of these spaces involved
the creation of the colonial empires. The second came at the height of
slave-owning mercantilism, at the time of its collapse under the blows
of the American, French and Haitian revolutions. Globalisation
today is generally framed in terms of ‘neoliberal financialisation’.
This pair of terms covers a whole series of principles and practices.
They have coherence in that they draw up both the new norms that
are imposed on nation states and the theoretical and practical instru-
ments that enable the latter to operate and be monitored - in other
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words, governance. Here, for the record, we can cite the deregulation
of economies, the flexible exchange-rate regime, free trade as the
modality or ‘default setting’ of international trade, the anti-Keynesian
counter-revolution of the Chicago School, which was enacted by the
governments of Margaret Thatcher and Ronald Reagan, as well as
monetarism and a prioritisation of the fight against inflation. The
weight of finance in this new configuration appears as the legacy of
past imbalances, particularly the structural and permanent deficit
of the US balance of payments.” When you have debts, it is quite
natural that the bankers who have funded you invite themselves in to
manage your national accounts, or at least to offer an assessment of-
the likelihood of bankruptcy. The rise of finance also corresponds to a
patrimonialisation of the economy by a systematic conversion of rent
positions in intellectual activities into tradable assets.® But the deci-
sive.factor is probably that the permissive precondition of the power
of finance derives from the new information and communication
technologies. For the first time in history the possibility has opened
of bringing about a global capital market very close to the descrip-
tion offered by economists L.éon Walras and Stanley Jevons. The
historical ‘sealed envelope’ of the ‘auctioneer’ who conducts auctions
and whom it is now fashionable to mock matched only poorly the
theoretical model of the market of goods and factors of production
imagined by these authors. Today the model of investors around the
world who are dealing with a de-segmented financial market through
neoliberal de-regulation, and are therefore able to compare the prof-
itability of capitals in the short and in the long term, is much more
in the spirit of the neoclassic description of things. Companies can
acquire capital on the stock exchange as long as they provide suffi-
cient information to enable an increasingly close comparison of their
performances. They are also required to standardise their account-
ing systems, and companies owned by state organisms that may be
outside the rules of the market are progressively required to abide by
‘the common rule. As for nation states, they were able to finance their
deficits — which were as massive as they were brutal — during the two
oil crises of 1974 and 1980 only once they ended the purely ‘national’
regulation of their economies. This is why they ‘de-sheltered’ their
financial systems; eschewed the regulation of the money market
through discount rates that were fixed administratively, in favour of
a money market involving flexible exchange rates; privatised a part of
the public sector; issued securities on the stock exchange on the basis
of the domestic public debt; and replaced public lenders with private
lenders in loans made to countries in the developing world.
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The descriptive accuracy of this analysis is not in question. Yes,
finance plays an increasingly determining role. But this is not the
first time that this has happened in the history of capitdlism. We find
that the banking and financial sectors are at their most profitable and
most strategic when they are just ahead of the distributive trades.’
The problem is that, the more the analysis of ‘financialisation’ and
of ‘neoliberal globalisation’ takes us usefully forward in terms of
descriptive understandings, the more we are left feeling hungry
and the more their analytic power turns out to be disappointing. In
effect, what remains unclear is the purpose of this transformation
of norms — and also its slotting together or ‘embeddedness’ (to use
Karl Polanyi’s description) in the macroeconomic changes affecting
historical capitalism. Beyond the ultimately tautological invoking
of accumulation and the pursuit of profits, it is unclear why, and
driven by what necessity, capitalism has everywhere withdrawn into
finance as if into its fortress (its preferred location, if we are to follow
Fernand Braudel).

We have to see things in terms of a shifting of the terrain. Whereas
previously waged workers with contracts of indefinite employment
thought in terms of working collectivities and stable companies with
an identifiable management structure, what we have now is a frag-
mentation of the unity of place and, even more so, of the statutes
of labour, Work has de-materialised: the foremen have disappeared,
the contours of the company have become uncertain and ephemeral.
Where previously white collar workers and managers were accus-
tomed to placing their working lives in the framework of a long-term
relationship, now the growing trend of redundancies and dismissals
from companies has removed much of the confidence that employees
used to have in their chances of internal promotion. Where managers
— invested with full powers ever since the invisible revolution of the
1930s*® — used to think in terms of industrial logic, now the decision-
making weight of ‘key shareholders’ and that of financial groups
have become dominant and have imposed a financial logic instead.
Where states and local authorities believed that they were dealing
with stable interlocutors, they now find they have been dealing with
nomad investors whose commitment is directly proportional to the
institutional possibilities of a quick get-out and not simply to guar-
antees of a medium- or long-term profitability. Economic thought
has also changed. It now finds itself compelled to extend spatially,
on a global scale — but also on an inter-temporal one. In relation to
this aspect, people have suggested that finance capital thinks only in
the short term. Nothing could be further from the truth. In the short
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term the only things that count are liquidity, the strict instantaneous
equivalent and the spot market (also instantaneous). This was an
area in which deposit banks ruled the roost. For its part, the finance
sector dealt mainly with credit and its foundations. It was relentlessly
sounding out and forging future value, the discount rate — that is to
say, the price of saving or of the renunciation of immediate grati-
fication. Rather than lamenting the general havoc wrought by the
irruption of finance capital into the driving seat, we have to ask what
the reasons have been for this transformation.

It is not difficult to work out the reasons for the displacement of
terrain that finance capital undergoes. Maybe it has been driven into
it by necessity, or maybe it is deploying its real nature — because the
real basis of its power probably rests in this faculty of being able to
relate to the future, of mastering ‘the link with the future’ (which,
according to-Keynes, was the essence of money). One changes terrain
when one is no longer confident of being able to achieve victory on
the terrains where previously one had operated in comfort. What
is this newly acquired terrain, which then turns out to be less prac-
ticable? There is broad agreement in the research literature over
characterising it in terms of the main components of capitalism that
prevailed during the ‘thirty glorious years’ (1945-75). The main
ingredients and proportions of the mix assured the reconstruction
of Europe and Japan after two world wars and an annual growth
rate closer to 5 per cent than to the 1.5 per cent that had been the
general rate in the period from 1814 to 1940. These ingredients
were as follows. First of all, Taylorism in.the organisation of work
and Fordism in the wage levels of workers. Then the Keynesian
compromise, in other words vigorous counter-cyclical operations
conducted via government spending and the maintenance of wage
increases within the margins of productivity increases. This challenge
to the traditional rules of financial orthodoxy (as they existed prior
to the Great Depression of the 1930s) was accompanied by a change
of scale in the institutional mechanisms governing the redistribution
of income. There was a marked general increase in taxes and social
security deductions, although the pace and level differed according
to the political circumstances of each country, The welfare state, the
founding principles of which had been laid down by Beveridge in
1943, was an unprecedented socialisation of the maintenance and
reproduction of the workforce within a coherent system of social pro-
tection. Finally, there were other, less brilliant but equally structural
aspects of this model, which were also part of the decor. The first
problem of the model was that it concerned itself only with the pros-
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perity of the West and North. The vast majority of the countries of
the South remained as ‘developing’ countries, because their resources
were used to lower the cost of manufactured goods in the North
rather than to build self-reliant economies — economies based on the
development of their own domestic consumption. As a result, de-
colonisation was very soon replaced by economic dependence, which
very soon turned into bondage to external debt. The economies of
- the countries of eastern bloc slowly took off, despite considerable
political upheavals that had no equivalents in the West.!! The link
that closely unites the spread of computers and new technologies — in
. other words, the new information and communication technologies
(with a minimum of civil and political liberties) — counted for nothing
in this inexorable downgrading. As against each of those headings
that had been key elements in the passage of industrial capitalism
and liberal imperialism (which Marxists such as Paul Boccara called
‘state monopoly capitalism’ and Keynesians saw as a response to the
challenge of the Bolshevik revolution), it became possible in the late
1960s to oppose a specific form of crisis. Table 1.1 (overleaf) sum-
marises how the principles of capitalism (left column), which had
been recomposed after the twin ordeal of the 1917 Revolution and
1929 Great Depression, found themselves driven into crisis from the
late 1960s onwards (centre column) and how — and on what terrain —
the capitalist response organised itself (right column).

2 Mastery of complex environments and of the biosphere

But there is also another respect in which things are beginning to
change radically. It consists in the mastery of complexity on one
hand, the preservation of conditions of life on earth on the other
— what we call the biosphere. At the beginning of the industrial
age, which followed logically on the representation of the world as
extended matter (partes extra partes, Descartes), matter that was seen
as being limitlessly transformable by human activity in the interests
of ‘progress’ and well-being — the extraction of natural resources from
the environment ~ operated under a twin logic that was largely con-
tradictory. Scarce resources were defined as economically exploit-
able, in the sense that their extraction presupposed an expenditure
of capital and labour. Their economic value was connected to their
value expressed as labour costs, either paid or accumulated in the
form of machinery required in order to exploit them. At the same
time this operation was in practice accompanied by a consumption
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Table 1.1

The new frontiers of political economy

How the bases of capitalism have changed

Components of
regulated industrial
capitalism

Major difficulties

Capitalist responses

Taylor: ‘One best
way’

Society governed by
factory parameters

Crisis of the skilled
worker and the mass
worker

Absenteeism, sabotage

Society against the
factory

Toyotism and
quality control

Decentralisation of the
factory

Plurality of modes of
organisation

Capture of collective
intelligence

Company governed by
parameters of society

Fordism: the worker

The critique of

Competition pursued via

as consumer consumption innovation
Stabilization of Instability of markets Stability of the
demand Flight from the population subscribed
‘condition of to services
‘working class’ Value of ‘life time’
towards a
democratisation of
education
The Keynesian Crisis of the cycle of Directly international
compromise national productivity normativity via

Negative interest rates

Waged workers and
employers as the
key figures

Euthanasia of rentiers

Cost-inflation

networks
Globalisation of
management
Revenge of the
shareholders
Rentier citizen versus
waged worker

The transnational
company provides
cohesion of
production .

Circulation of conflicts
and values.

Globalisation of
behaviours

Globalised
financialisation as
overall means of
control of these new
behaviours

The Beveridge state

Steady provisioning
of the wage labour
market

Crises of quantitative
(financial) and
gualitative aspects
(flight from waged
labour)

Capitalisation of
unemployment
expenditure

Workfare and edufare

Continuous
education

Intellectual capital
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Table 1.1 (continued)

Components of Major difficulties Capitalist responses
regulated industrial
capitalism
Domination over the  Rising energy and Re-segmentation of the
South’ raw materials costs South
Small tigers and large
dragons
Segmentation of Control crisis in Direct integration of the
the global market socialist society socialist bloc as a
(socialism/market workshop for the
economy) material component of
production

of goods that were scarce, but scarce in quite another sense. These
resources very often came from the accumulation of commodities
that were non~-renewable (in human time-scales) — such as ‘fossil fuel’
energy — or from extractions that do not respect the time needed for
the plant resources to recover — as in the over-logging of forests or
exhaustion of arable soils. A large part of the value crystallised in the
goods produced by human labour actually comes from the ‘work’ (in
the sense of transformation of energy into matter) of the biosphere,
where the time-scale may be 1 million years. One of the crucial ele-
ments of this work is past photosynthesis, since this fossil fuel energy
has accumulated in biomass over millions of years. The extraction
of non-renewable natural resources is crucial for an industrial model
that transforms material by using machines with high energy expend-
iture requirements (heat dissipation).

Economic action seemed to interest itself only in what mobilises
labour and capital Aic et nunc [‘here and now’]; and, since their accu-
mulation was to become the be all and end all, it seemed to interest
itself only in what is an economic good. In reality, however, economic
action consumes resources that it considers unlimited (hence not
scarce), whereas in fact they are not renewable and should be taken
as the materialisation of scarcity par excellence.

Similarly, while economic action preaches an equilibrium of
commodities through the market mechanism, which determines
simultaneously quantities and prices, there are some elements
that it extracts without worrying about the disequilibria thereby
introduced into complex systems — and especially into biosystems,
which are outside the mechanical paradigm of industry (see René
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Passet).!? Biosystems that are complex in terms of their equilibria
reproduce themselves and adapt to changes in the environment. If
they are degraded, the resources they once provided naturally and
easily (assuming that their extraction respected the overall equilib-
rium) become scarce and non-renewable, When such a breakdown
occurs, it becomes almost impossible to return to a system producing
resources in renewable ways. The original resources accumulated
over tens of thousands, even millions, of years cannot be recon-
stituted within a human time-scale — except perhaps at the cost of’
devoting huge resources, which are beyond our reach, or involving
consumption of staggering quantities of other energy resources. If
we pursue a complete analysis of the economic cycle (that is, if we
include its relationship with the ecosystem of living matter), even as it
defines a space that appears to be closed and self-sufficient, econom-
ics is actually incorporating, without being aware, resources for which
it does not pay — unless it deliberately plunders them. In other words,
it relies increasingly on what economists designate by the unwieldy
name of ‘externalities’. Capitalism has set negative externalities at
the centre of its functioning as positives, and they make one of the
characteristics of complex systems within which organised human
intervention must now evolve, At stake here is nothing less than sur-
vival of the planet as a living whole. Desertification, the pollution of
fresh water reserves, the animal protein reserves of oceans that have
been so shamelessly plundered (including by governments that no
longer have the excuse of necessity, such as Japan) and the degrada-
tion of the atmosphere by excess carbon dioxide emissions have been
sounding alarm bells for more than forty years now. The recent Stern
report (2005) pointed to 1 per cent of annual gross national product
(GNP) as representing the level of investment needed in order to
limit the damaging rise of global warming by just 1.5° C instead of
4° C by 2050.

3 The revenge of externalities™

The unlimited predation of the ‘bio-fund’, this kind of ‘primi-
tive advance’ (in the words of the physiocrat economist Francois
Quesnay) of the biosphere, by humanity’s activities in transforming
‘nature’ could not last forever. This reserve of fossil fuel energy that
makes possible the transformation of material into other indus-
trial material, furnished through the accumulation of ‘carbo-fossil’
energy, is a once and for all resource. Depending on the intensity
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Figure 1.1 The second neolithic revolution

of its exploitation its life expectancy varies, but, for a number of
resources (coal, oil, uranium), it is definitely finite. Renewable
resources created as a result of complex circuits such as that of water
(think of the volume of fresh water accumulated at the South Pole),
are in turn at the mercy of a degradation of the circuit as a whole, and
of the climate. The great revolution represented by humanity’s tran-
sition from the Paleolithic (hunter-gatherers) to the Neolithic (crop
plants and domesticated animals) is now being repeated on a much
larger scale: that of the system of the biosphere itself, which needs
to be maintained and cultivated and not plundered and exhausted.
With a difference of scale that should serve as a wake-up call for the
naive devotees of progress: we can manage or reintroduce species, or
reforest at a scale of several thousand hectares, but we have the right
to only one single Earth system, and the scale of resources needed to
avoid unbalancing the ‘natural’ systems is beyond our reach. Figure
1.1 represents this ecological revolution, which repeats, at the level
of the planet, the Neolithic revolution — but this time on an entirely
different scale. One can now reply to Claude Lévi-Strauss,!* who
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referred to the Neolithic revolution as the most important event in
the history of mankind, that we have embarked on a real new revolu-
tion, perhaps more important than the first.

This implies getting a much more comprehensive idea of the
circuit of economic activity by taking into account the totality of
the extraction of resources, or the ‘footprint’ of human activity on
the biosphere, This is what economists call externalities. But what
is, in fact, an externality, since we are now about to make a lot of use
of that word? Box 1.1 gives a broad definition, to which the reader
may refer. Let us content ourselves here with a simpler definition:
whenever a transaction T,'5 between two agents A and B results
in the production of an EX| effect on another party or parties that
are not taken into account, one has a production of externalities or
external effects. In current terminology we refer to collateral effects,
by-products or joint production. If the effect in question increases
the resources, wellbeing or power of action of one or several other
agents, we call this a positive externality, If the effect diminishes the
resources, well-being, or-the power of action and causes damage to
third parties, we call it a negative externality.

The concept of externalities involves economic theory taking into
account a phenomenon that is excluded by neoclassic economics,
but that very much lies at the base of complex systems: that of mul-
tiple interactions of non-market effects. The notion of externality
is the representation of something that falls outside the economic,
acting on it in a continuous fashion and not simply as an initial given.
Figures 1.2 and 1.3 (below) provide an illustration of this.

Externalities can be negative — as for example if we turn to Figure
1.2 and change the sign of the effect. Economists (such as Alfred
Marshall, 1893) were able to identify technological externalities very
early on (for instance a company moving into an area that has long-
established infrastructures, thus benefiting from a dense network
of rail, river, air and motorway transport). Later came the identi-
fication of pecuniary externalities included in administered prices
or in market prices, and more recently technopolitan externalities.
Sociology says the same thing in another language when it discusses
the disappearance of the ‘social bond’ or linkage and the disaffiliation
of the unemployed (R. Castel).

The urban crisis can be"viewed as an exhaustion of positive exter-
nalities and a rise of negative externalities (unemployment, isolation,
insecurity)., When the balance between the two types of externalities
becomes negative (there are more negative externalities than posi-
tive externalities), the city turns into a non-city. It only produces a
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Box 1.1 Definition of externalities

The first definition of the concept of externality' was given by
A. C. Pigou. He wrote:

Person A, in the course of rendering some service, for which payment
is made, to a second person B, incidentally also renders services or
disservices to other persons (not producers of like services), of such
a sort that payment cannot be exacted from the benefited parties
or compensation enforced on behalf of the injured parties. (The
Economics of Welfare, London: Macmillan and Co., 1932, Part II,
Chapter 9, para 10; retrieved from: http://www.econlib.org/library/
NPDBooks/Pigow/pgEW20.html)

Thus there are actions that result in gains or losses for third
parties (apart from the parties to the transaction). If there is no
mechanism of a direct economic order to take them into account,
or of a juridical order to make it possible for them to be revealed
or to encourage the agents to reveal them, the effects of these
actions will be incorporated and concealed in the prices of the
transactions between the transacting parties. Thus a company’s
use of resources that are not recognised or have become scarce,
such as the pure water of rivers, without taking into account the
pollution caused by that usage and the cost of renewing these
resources, this renewal being undertaken either by the company
itself or by some public body, allows that company to benefit
from externalities — in just the same way as the bee and the bee-
keeper in John Meade’s example benefit from the flowers in the
nearby fields. Logically speaking, in a complete calculation of net
wealth produced, one would have to subtract some externalities
(in the sense of social or environmental costs of growth) and add
others (in the sense of advantages that accrue to companies from
levels of public investment, or of the benefit that the collectivity
draws from the fact of the quality of the population). In the case
exemplified here, we are dealing with externalities made available
to the firm by nature, inasmuch as nature resides in the sphere of
the non-market.

There are externalities whenever there is an interdependence
among the functions of production and consumption of producers
and consumers and the price system ceases to be the sole agent
of information and of relating agents to each other. The explana-
tion of growing long-term productivity, which helps to resolve
much of the mystery of economic growth, was made possible in



http://www.econlib.org/library/

24 The new frontiers of political economy

Alfred Marshall via the concept of external economies. In other
words, there are external monetary economies when the profits
of a company depend on the inputs and outputs of another firm
or group of firms. Investments by firm B may lower the price of
its product, which, since it is an input of firm A, will increase the
profit of the former. Transfers may operate between public and
private agents.

Externalities effectively have two faces: on the one hand, the
production of unpaid-for wealth for individuals or organisations
(governments, businesses, communities and so on); on the other,
unpaid-for damage: for instance injured people who have property
rights (the case that interested Ronald Coase and on which all
attention tends to focus), or third-party consumers of wealth that
has been destroyed (the quality of the environment in the case of
households).

One could even say that it is above all the costs of transac-
tions between plaintiffs and defendants and the modalities of the
insurance damage contract that are envisaged by Ronald Coase
(a special case of externalities between two economic agents). It
is symptomatic that, in his famous article dealing with the court
case between the legal owner of wheat fields along the route of the
railway company and the company owning the coal-fired steam
engine, he invokes only the unintentional damage caused to the
farmer (the fire), and that he says nothing of the damages caused
to third parties — which would be more consistent with Pigou’s
definition — no matter whether these damages are direct (if third
parties are potential victims of the fire) or indirect (if the damages
involve environmental destruction for the people living in the
neighbourhood). It has been said that the main problem with
the common law of contract is that it neglects almost completely
the problem of externalities.

Now, it is clear that both the norm and the regulation —
considered as a special modality of the former — appear as soon
as there are externalities. Not that the production of rules in the
absence of externalities is impossible or unthinkable. But in this
case we are dealing with a framework that is drawn up in advance,
as in the externalist view of law in the market. However, having
once admitted the existence of phenomena of economic externali-
ties in general, whether private or public, the function of customs
that generate rules of conduct for private agents or that of laws
that prescribe rules in public spaces come clearly into view.
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The concept of public externalities

State intervention has the task of revealing and internalis-
ing -into the- economic sphere all external effects, whether
positive or negative, each time when private compensation turns
out to be either impossible by definition or very difficult to
achieve.

Alfred Marshall introduced the concept of external economies
in order to take account of the long-term counter-trend to the
law of diminishing returns. Historically, increasing yields are
explained by Marshall as arising from the fact that

the increase in the aggregate scale of production of course increases
those economies, which do not directly depend on the size of indi-
vidual houses of business. The most important of these results from
the growth of correlated branches of industry which mutually assist
one another, perhaps being concentrated in the same localities, but
anyhow availing themselves of the modern facilities for communica-
tion. (Principles of Political Economy, 1890, vol. 1, Book IV, ch. 13;
retrieved from: http://www.econlib.org/library/Marshall/marP27.
html)

There is nothing in companies, down to ‘the aptitude for business,
even at the lowest levels’, that does not benefit from the overall
development of society and from the increase in quantity and
quality of the population. It was left to Rosenstein-Rodan, with
his theory of coordinated industrialisation, and to Tibor Scitovsky
to expand the concept of externalities from the technological
conception offered by Marshall to that of pecuniary externalities
incorporating price effects.

A. Vianés proposes the following general definition of the
concept of public externahty

We qualify as a pubhc externality any effect resulting from the
production of an economic good or a service, whether economic
or financial, material or immaterial, divisible or indivisible, market
or non-market, which, with the decision-maker being the public
power or any of its branches and not being subject to the constraint
of profitability, is equivalent to a permissive condition, a guarantee
or a support of the profitability of one or more private activities in
the context of overall regulation of the socio-economic system. (A.
Vianés, La Raison économique d’Etat, Presses Universitaires de Lyon:
Lyon, 1980, p. 217)
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This concept, as the author notes, is much broader than that of
‘transfer’ because it includes the totality of permissive conditions
of the socio-economic system and public management of social
policies. Furthermore, the neoclassic concept of externalities
becomes confused with the non-market or non-profit and with
the lack of information, which makes the contributions of agents
indistinguishable and interdependent. In the neoclassic view of
externalities, there cannot be public market externalities.

There are thus two main distinct sources of production of
externalities. Interdependences of the economic functions of dif-
ferent agents render inoperative the remuneration of the factors
according to their marginal productivity, and also the mechanism
of transmission of signs of disequilibriumn by means of prices. The
market is failing either because it is not market enough (the classic
liberal position) or because it is dependent on non-market ele-
ments, which resist marketisation by their nature, or because the
costs of their inclusion in the market are too daunting (which is the
case with certain collective goods).

There are good ‘economic’ reasons for the production of law by
society. This does not correspond to the ex ante definition of the
conditions of a contract that would make it possible to emerge from
the anarchy of the state of war and/or of nature, or from the jungle
of all against all, in order enter the realm of exchange. Once there is
interdependence of producers (the transverse view) and temporal
interdependences (the longitudinal view), and thus an economic
society, there are transaction costs between agents, which involve
— under pain of severe imbalances, which may ultimately threaten
the very logic of exchange — the conventional organisation of regu-
larisations and corrections of the market. But there is also a need to
generate positive externalities (pecuniary or technological), which:

(a) minimise very markedly the transaction costs between private
economic agents, even though the latter have already arrived
at the point of elaborating protocols to reduce negative exter-
nalities; -

(b) increase the overall productivity of the factors of produc-
tion and have a positive impact not only on the form of the
exchange (the conditions for carrying out transactions), but
also on its substance (technological progress and the dissemi-
nation of knowledge, of which we find a formalisation in the
models of endogenous growth).
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particular social relationship, as in the case of the drug economy.
This relationship is very powerful, it produces commodity wealth
(it increases the market GDP), but the negative externalities gener-
ated are also substantial (violence, domination, health, destruction
of communities that might engender non-market resources). So we
need to complete the sociological ‘social bond’ approach. What is
missing in the suburbs that are in the grip of urban crisis is not the
policing state, but the state at city level (I’Ezar de ville), that is to say,
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Figure 1.3 The chiasm of political economy: Basic schema

the state as producer and reproducer of positive externalities and as a
repairer or compensator of externalities.

Examples of negative externalities have become familiar to us
through the growing number of cases of catastrophic pollution — for
instance the release of mercury into the seawater of Minamata Bay in
Japan, or the condition of the rivers of Guyana as a result of gold pros-
pecting, or the increasing nitrate content of rivers and groundwater
in Brittany due to the over-concentrated spreading of pig slurry.!® In
Figure 1.2 (which offers a schematised view of simple externalities)
we have represented a less obvious case of positive externalities out of
the very many that exist. For example, suppose that two large compa-
nies, one extracting bauxite and the othet producing aluminium, in
the context of commodity exchanges that they operate between them,
decide to build a road or a canal that will shorten the time taken in
transporting the ore; and they fund it jointly, without government
support. Individuals will also have the possibility of using this road
in order to travel around faster or to transport merchandise. These
third parties will enjoy an advantage for which they have not had
to pay, unless of course the road is only for the company’s private
use. But the production of positive externalities does not result only -
from commodity production. Suppose that you are a programmer
in Silicon Valley. You have been stuck on a particular problem for a

long time, to the point that the program is now behind schedule. A bit -

depressed, you pop out for lunch. And there, sitting next to you, are
two other computer scientists, already deep in conversation. Maybe
they are your friends and you join in the conversation. Or maybe you
just sit next to them. And all of a sudden their conversation triggers
something in your mind that enables you to solve a problem that
you’ve been working on for months. The concentration of a large
number of people working in the same disciplinary field, or in fields
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that may be useful to you, can thus increase your chances of eliminat-
ing a bug, or it might protect you from a virus. The interaction of a
large number of people makes available information that previously
would have taken a lot of time and money to find. Before the network
effect — say, the benefits you have from being in a club, even if you
have to pay for access — was discovered, wholesalers had understood
the nature of these free benefits, and therefore they tended to congre-
gate next to each other, whereas the principles of competition should
have led them to keep away from each other. This interaction of large
numbers of people on the Internet is called ‘the library effect’. The
greater the number of networked persons qualified in a given subject,
the greater the probability that you find the right answer to a question
you ask, and the greater the amount of time you will save.

Figure 1.3 tries to show that simple interaction is only a particular
case of a generalised interaction, where all things are both caused
and causes and the feedback effects are multi-oriented. The positive
or negative effects arising from the contemplation of a painting by
Picasso or Vermeer in an art gallery may be many. A stretch of yellow
wall may lead someone to the writing of A la recherche du temps perdu
in one case, or, associated with the yellow of Munch’s “The Scream’,
it might lead a different visitor to suicide.

In fact the concept of externality was only a limited case in its
evocation by neoclassic theory, The purpose of the market alloca-
tion of goods and services — in the face of individual produders or
consumers driven by the pursuit of maximum profit or satisfaction
with a minimum investment — was to lead to a revelation of individual
preferences and to a calculation that would set a price and arbitrate
on quantities available. Market revelation then consists in shifting
the line that separates market elements from non-market elements. If
the third-party agents who suffer damage or receive an advantage are
compensated or have to pay the price for this service they receive, the
externality is re-absorbed. The problem with this ‘solution’ is that it
leads to a totalitarian dimension of the market; because, in order for
everything to be the object of a price and of a market transaction, and
thus for our market border-line to encompass the largest number of
transactions, the good or service has to be divisible in its consump-
tion, and it must be exclusive and rival. A material good that wears
out if it is used, whose enjoyment by one person is incompatible with
enjoyment by another, comes into this ‘clarificatory’ context.

The problems arising from this solution of reduction to a state
where everything is a comiodity are threefold. First, public goods
(such as the light of a lighthouse, which is necessary in order for
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ships not to crash into rocks on stormy days) defined by a collec-
tive use can only be financed through taxes. The main interest
of the market allocation being to encourage a mode of financing
from entrepreneurs or from invested capital as these are expecting
a revenue, this solution is doomed to failure. The second difficulty
with this ‘everything as commodity’ principle is the increasing com-
plexification of systems that involve the intervention of human action
and economic tradeoffs. It becomes technically very difficult, even
if prices are allocated through a market mechanism, not to have a
constant interference of fixed prices. Setting the price of a kilowatt
of nuclear power without building in the costs of recycling the haz-
ardous nuclear waste, and also the additional precautions involved
in its transportation (fear of terrorism, public reactions), would be a
foolhardy venture. Standard economists extract themselves from this
predicament by saying that, while not everything has a price, every-
thing has a cost, and at the same time they put their reliance on the
public authorities. The trouble is that, to calculate a long-term cost
in a situation of fluctuating interest rates, one is led to make possibly
questionable assumptions at each of the interdependent link points.
The financialisation of the economy is a response to this growing
complexity and globalisation of interpretational processes. The third
obstacle is the growing digitisation of data, the power of mémory and
computing and, last but not least, the growing focus of economic
valorisation on knowledge (and not simply on information or.coded
data). Now, science and knowledge, in their mechanisms of produc-
tion and in their positive effects, are quasi-public goods. Gradually,
as the market claims to govern everything and to embrace everything,
the robustness of its mechanism within a limited sphere gives way to
a rhetoric of the market, which comes to set up political prices and
allows the proliferation of a growing number of quasi-markets with
little coherence between them.

The rise of both negative and positive externalities together with
their growing interference in transaction costs — and therefore in
the institutions charged with minimising their cost — are substan-
tial trends. Political économy can no longer report them merely in
passing, without saying more, as if they were exceptions and pictur-
esque curiosities. Especially since the new production model, which
has been emerging for thirty years now, is, furthermore, characterised
by the rise of immaterial labour and by collective intelligence as a
primary factor of production and as the real substance of wealth and
value. These two characteristics are closely tied in with the difficulty
of measuring wealth, as we are now going to see..
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4 Immaterial labour

There is a major misunderstanding regarding immaterial labour,!” a
misunderstanding of the same order and type as applies in the case of
‘abstract labour’ in Marx. In Marx’s writings, the value of any com-
modity or service is measured in terms of the average time of social
labour necessary for its production.

Productive activity, if we leave out of sight its special form, viz., the
useful character of the labour,'® is nothing but the expenditure of human
labour power. [. . .] Of course, this labour power, which remains the
same under all its modifications, must have attained a certain pitch
of development before it can be expended in a multiplicity of modes.
But the value of a commodity represents human labour in the abstract,
the expenditure of human labour in general. And just as in society, a
general or a banker plays a great part, but mere man, on the other hand,
a very shabby patt, so here with mere human labour.!®

For Marx, abstract labour is a matter of exchange value and in
no sense of use value. It is not to be confused, therefore, with the
description of the deskilling of working-class or proletarian labour.
‘Abstraction having been made of its useful character’ (ibid.), as
Marx wrote. Simple labour is an abstraction, the measuring standard
of necessary labour time. In the optic of the capitalist described by
Marx, every commodity will be measured against another by simple
human working time, by the abstract labour necessary for its produc-
tion,

Experience shows that this reduction takes place constantly. Even when
a commodity is the product of more complex labour, its value brings
it back, in any proportion, to the product of simple labour, of which it
thus represents only a given quantity.?

If we think in terms of exchange value on the one hand, and of the
opportunity to realise surplus value (or depreciation) on the other,
this radical reduction of use value to exchange value imposes itself,
Similarly, immaterial labour does not proceed from an empirical
observation of the disappearance of work in general, which seems
idiotic in terms of use value (never has human activity been so present
in the various types of societies that span the globe). All the critical
points of view levelled by authors against the concept of immaterial
labour (for instance by J.-M. Harribey, J. Bidet and M. Husson)?!
derive from this confusion. When we speak of immaterial labour and
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its growing importance in the new modalities of accumulation, we do
not mean to place ourselves in a perspective of use value, forgetting
the good old law of labour value. Rather we are indicating that today,
from the point of view of exchange value and from the point of view
of over-value or surplus value (the additional value engendered by
investment in capital), which are always those of the capitalist, the
essential point is no longer the expenditure of human labour power,
but that of invention-power (M. Lazzarato): the living know-how that
cannot be reduced to machines and the opinions shared in common
by the greatest number of human beings. When a pair of trainers
costs € 4 or 5 to make and € 2 or 3 to transport, but then it sells for
between € 20 and € 300 depending on whether it is branded Nike or
Adidas, we can say that most of the exchange value or market value
derives from the value of the brand, and thus from a factor which is
immaterial or intangible. It is also clear that, in terms of crystallised
labour, of average social time for capitalism, the brand is the result of
hours of labour undertaken not only by designers, but also by stylists
and by lawyers in big firms, who are charged with protecting intel-
lecrual property rights. It even incorporates taste, in other words the
willingness (which may be considered debatable from the standpoint
of use value; but that is not the point) of the public to pay anything,
from tens to hundreds of euros, for a brand-named product. Ah, the
power of the Veblen effect!?? If the stock market capitalisation of a
company (what shareholders are prepared to buy) is worth-much
more than three to five years of turnover — for example if it is double
or triple its accounting value — most often this is not because fin-
anciers are speculating in the ordinary sense of the term — in other
words, because they are seeking only to earn money artificially or to
make profits that have nothing solid behind them; this transforma-
tion occurs because, in order to capture the flow of investment and
to ensure their long-term profitability, financial operators begin to
incorporate into their calculation decisive future elements.such as
the potential for innovation. Not only do these elements exist, even
though it’s hard to identify them tangibly, but above all they become
hegemonic, Not that they are somehow more noble (the capitalist
really doesn’t give a damn about that), but they contain the domi-
nant part of the exchange value of the goods. We call these elements
by different names: research and development (R&D) potential,
intellectual capital, organisation, customer databases, intellectual
property rights, image, confidence, stock exchange surplus value and
so on. This is why, slowly but surely, national accounting systems
have begun to revise the market norm (in France, in 1976, including
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the non-profit sector). Then, among the new International Financial
Reporting Standards (IFRS), International Accounting Standard
(IAS) 38 on intangible assets requires an accounting récognition of
companies’ immaterial capital. The effect of this accounting method
is to establish a standardised basis for the creation of value and evalu-
ation of the profitability of knowledge-engineering projects. Recently
a report of the Bureau of Economic Analysis (BEA) in the US
- proposed that R&D spending should be incorporated. into national
accounting systems, under the heading of investment. Likewise, in
France, a recent report by Maurice Lévy and Jean-Pierre Jouyet com-
- missioned by the Minister of Economy and Finance, (L’ Economie de
Pimmatériel, la croissance de demain),?®> demonstrates similar aware-
ness that the centre of gravity of capitalist accumulation has changed.
Although the geographical relocation of a substantial proportion of
production is a serious problem for workers, and also for intellectuals,
it is not similarly problematic for companies, because it represents an
increasing subaltern element of the production of added value. With
tastes being forever subject to change — so that a product’s chances of
success become as unpredictable as those of a film, CD or novel — it
becomes imperative to have the possibility of changing the material
conditions of production. Production begins to mimic, in its material
organisation, the versatility of taste. This is what Robert Boyer has
called the ‘variety economy’, which has led to a decline in the role
of economies of scale; these are still sought after, but now they have
to take into account variety economies (multi~-purpose equipment)
and learning economies. The latter involve capturing and retaining a
maximum number of users in networks that provide their subscrib-
ers with positive externalities, in other words with free services or
goods in exchange for loyalty to norms or technical standards that
constitute a guarantee for future sales of products or services.?* If the
economy is becoming increasingly flexible (a transition that many
industries are finding very hard to make), it is because the central
core of value rests now on immaterialities.

So far from representing a flight into idealism, a forgetting of the
concrete materialist reality, the thesis of a growing ‘immaterialisation’
of labour in capitalism is a form of updating the category of abstract
labour in Marx. As it happens, here the Gospel according to ‘Saint
Marx’ has no relevance. What counts is the most accurate descrip-
tion possible of the present-day processes of accumulation. Although
some French sociologists are reluctant to accept the notion of imma-
terial labour (for fear of losing the proletariat), intelligent capitalists
have long since adopted the concept, because it allows them to act, to
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survive and to incorporate into productive labour an immense mass,
not only of waged labour and semi-independent labour, but also of
an increasing activity of the population that provides almost unlim-
ited free resources. For the resource that capitalism seeks to prioritise
today is collective intelligence, creativity distributed through the
entirety of the population. This will be the final pomt dealt with in
this chapter. ‘

5 Collective intelligence, or the intangible par excellence

If we stay with the basics of classic industrial political economy
(which, for us, means not only the neoclassics, who are the logical
heirs of classic economics, but also Keynes and his disciples), the rise
of the immaterial can obviously be viewed as a form of rent extortion
on the part of the financier who manages the savings and patrimony
of the ageing classes of the North, looking for suitable financial
investments to guarantee their pensions through capitalisation. This
seemingly unstoppable trend leads many economists to view finan-
clers simply as useless greedheads and to advocate a return to the
company, or to ‘good old industry’. We should beware of this idea,
whereby industry and material and industrial production are seen as
somehow ‘more reliable’. It could lead us from protectionist and
nationalistic Maginot lines to unabashed pérainisme [collaborationism
associated with Philippe Pétain] and an unconditional support of
employment in arms industries . . . whereas priority should be given
to investing in jobs related to innovation geared to ecologically sus-
tainable development and to peace and worldwide justice. In reality,
this shift of economic value towards the immaterial segment of goods
and services is taking place because our world is changing. We are
leaving an old world where the production of material goods took up
the bulk of investment (a lot of capital for machinery, and a lot of-
low-skilled labour) and was the basis for the accumulation of profit.
And we have very much entered a world in which the reproduction of
complex goods (biosphere, noosphere or cultural diversity, the
economy of the mind) and the production of new knowledge and
innovations — and also of the ‘living’ [le vivant] — require a shift of
investment towards intellectual capital (education, training) and a
large quantity of skilled labour, set to work collectively, through the
new information and telecommunications technologies. This shift is
real. It is not likely to peter out in the collapse of yet another financial
bubble. When industrial capitalism lifted off in France under the
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Second Empire, and then under the Third Republic, it produced
some sensational bank failures. The labour movement, still in its
infancy, was quick to spot the symptoms of an insurmountable con-
tradiction and of a general crisis of over-production. This idea nour-
ished hopes for a “final struggle’ of capitalism, and this became a
harbinger of the “final collapse’ (Zusammenbruch) at which you would
enter the paradise of socialism — whose definition, may I remind you,
. was ‘to each according to his work’, and not by any means ‘to each
according to his needs’. The latter slogan is that of communism, and
one has to admit that capitalism has done a pretty fair dérournement of
it — not very honest, but very effective. After seventy years of real
-socialism, the population was so sick of the labour value of work that
it jumped into the arms of capitalism, where man is exploited by man
(in socialism it was the opposite), but which at least offered everyone
the possibility of working according to their needs! The financial
crisis of 1857 was part and parcel of the metamorphosis of capitalism.
And it was on the basis of an analysis that refused to view capitalist
speculation as a disease leading to some imagined death that Marx
abandoned a mechanistic theory of capitalist contradiction in order
to arrive at an overall perspective on the dynamics of capitalism in the
Grundrisse and in Capital. So we need to take seriously all the real
transformations of capitalism — as if, by chance, these transforma-
tions are always associated with a leap in the socialisation of capital-
ism and its interest. In the years of the Second Empire, the invention
of share-based companies and limited liability, as well as the pains-
taking establishment of banking systems capable of countering crises
of over-production, created a re-equilibrating effect and shipped ten-
sions out to the periphery, where they were then absorbed within
each ‘Empire nation’. In the international order created after the
Second World War, the need for liquidity inspired the establishment
of the international monetary system that emerged from the Bretton
Woods agreements with the creation of the International Monetary
Fund (IMF) and of the World Bank. The function of these institu-
tions was to regulate global credit, Today, financial globalisation has
to deal with the problem of governance of immaterial labour, political
risk, societal risk, and not just the vulgar risk of life insurance sales-
men. The integrated global capitalism which Félix Guattari saw
dawning in the late 1970s is not just one more speculative ‘invention’
and a simple effect of parasitic rent. In other words, taking seriously
the new ‘great transformation’ that is underway does not mean stick-
ing to a concept of global and absolute domination by industrial
capitalism at the planetary level of the world of culture (Adorno), of
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entertainment (Baudrillard) and of the provinces of real socialism
that collapsed with the Berlin Wall. If capitalism is new in its modes
of accumulation, in its centres of initiative, in its ideology, this is not
because it is itself creative, innovative and revolutionary. It is because
it is forced to mutate in order to survive. In vain does capitalism mul-
tiply Darwinist declarations among the snows of Davos; it is subject
to the law of Darwin — adapting to its environment in order to
survive. And what is the great transformation with which it has to
come to terms? I have stressed the aspect of ecological transforma-
tion, but a mutation equally binding on capital is the transformation
of the human biped itself. No longer do humans present themselves
solely with the unchanged brain of a homo sapiens and with a hand
equipped with tools (Leroi-Gouhran).?” For the first time human
beings have moved higher in society, having a brain that is equipped
and extended by networked computers. This technological fact
cannot be separated from a social accumulation of knowledge and of
memory of social organisation. Collective intelligence is suddenly
multiplied, even as it touches the frontiers of the modification of
living and of its production and the reinterpretation of its position in
the biosphere and in the universe. This is not a settled position, nor
one that is easy.to govern when one’s aim is to set the world’s popula-
tion to work, to administer the planet and to bring into being a form
of power that is no longer confused with the auctoritas of religions or
national or imperial pozeszas. In this sense, the cycle of humanity born
of the great discoveries in the sixteenth century is now coming to an
end, after the conflagrations of two world wars and the epilogue of
the ‘thirty glorious years’. The stage setting is changing. Capitalism
did not take Nietzsche and Freud seriously in the days when the
culture of the classic humanities was sufficient for captains of indus-
try and for the lettered mandarins of the West. And remember that
the multitudes who had been thrown the bone of ‘the sovereign
. people’ to gnaw had conquered no blockhouses or points of embark-
ation: not that of education, of science, of art or of technology. But
the peasantry and workers once again became demos, pure number
(this even produced the monstrous and incestuous figure of the -
masses and ‘the state of general mobilisation’ or ‘the Socialist state in
one country’); and a thrust of democratisation without precedent
shattered the elitist dimension of knowledge. The working classes did
not cut deeply into capitalist power in the course of the ‘thirty glori-
ous years’. Certainly, the share of wages in relation to profits in GDP
rose to 72 per cent. A distributional indicator is never totally proba-
tive, but the decline of almost 10 per cent in the-share of wages over
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thirty years is indicative of a containment that unemployment and the
loss of hegemony of the moment of material production in the pro-
duction of value have been able to effect — to the point where people
had begun to talk about the end of the labour movement. The strug-
gle of waged workers both threatened and worried capitalism, until
the latter was driven to organise the great anti-Keynesian counter-
revolution. However, what workers have not won in the closing fac-
tories they have won in society, in universities — by imposing a
requirement of democracy, of universal access to the Internet, com-
puters and mobile phones, and to a global mobility that still sparks a
furious opposition. These conquests mean a lot more than the devel-
opment of the motor car. They modify human cooperation and the
production of collective intelligence, and not just consumption.
Organising production and the extortion of labour, particularly of
networked living labour: this is the challenge that industrial capital-
ism has had to-face for the past three decades. It is a short time,
measured at the scale of historical time and social change. But itis a
lot if we consider that industrial capitalism has only been around for
two and a quarter centuries (1750-1975). We call this mutating
capitalism — which now has to deal with a new composition of
dependent labour (mostly waged) - ‘cognitive capitalism’, because it
has to deal with collective cognitive labour power, living labour, and
no longer simply with muscle-power consumed by machines driven
by ‘fossil-fuel’ energy. We have now come to the point where we can
enter fully into the economics of cognitive capitalism. We shall see
the extent to which the situation has changed: not only for the worse,
as the many prophets of doom, disappointment and disillusion keep
assuring us, but equally by way of opening up new virtualities. -



What cognitive capitalism is not

The changes taking place in capitalism are too obvious not to have
been noticed by the analysts. Several explanations have been pro-
posed to account for them. Although unsatisfactory at an overall level
(and I shall examine their limitations below), each in its own way
grasps individual aspects of the transformations underway. These
analyses can be classified into two categories: those offering us old
wine in new bottles and those offering us new wine in old bottles.
Here I offer an overview of the most important ones.!

1 Old wine in new bottles

Whether they are very critical of capitalism or moderately so, theories
under this heading generally share an acceptance of fierce competi-
tion between capitals at the international level as the sine qua non
of capitalism. So far so good. However, the emergence of cognitive
capitalism does not feature anywhere. The emergence of Mancunian
capitalismin England, which brought about the end of slavery-based
mercantilism, owed something to Franco-British rivalry at the world
level. The rising power of the newly industrializing countries NICs),

known collectively as the Asian Tigers (Korea, Thailand, Malaysia,

Singapore and Hong Kong), sounded the death knell of that domina-
tion, despite the weakening of the countries of the North thanks to
de-colonisation and the Vietnam War. Long before the emergence
of the giants of the South (China, India, Brazil, South Africa and
Nigeria), Europe, Japan and the United States had decided that their
mines, steel and shlpbuﬂchng industries ‘were no longer sufficient as
the basis of their grip on world trade.
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The knowledge-based economy

This theory appears in a 1996 famous Organisation for Economic
Cooperation and Development (OECD) report edited by D. Foray
and B. Lundvall.? It underlines the strong correlation between
dynamic growth and the sector that produces knowledge in the
economy: research and development (R&D) departments in private
companies, public investment in new information and communica-

. tion technologies, and the increase in the level of education of the
workforce. The merit of this report was to have shifted the attention
of analysts to growth factors that previously had been examined only
scantily, factors that the theory of endogenous growth had brought to
centre stage.? The report still remains relevant, especially in a country
such as France (it also applies to Italy), which has recently embarked
on retrograde measures such as bringing the age of apprenticeship
back to 14 years at a time when, by contrast, the United Kingdom
is preparing to extend compulsory schooling to 18 years. The main
reproach that one can level at the thesis of a knowledge-based
economy is that it lends itself to two bad readings. The first views the
current transformation as being limited to a single dynamic sector
of the economy. It is as if, after having vainly searched for the sector
that might succeed the motor car as the driving force of growth, one
hits upon knowledge production as the next sector to incarnate the
essence of Fordism. But this transformation affects the whole of the
economy, and it actually destroys the very ‘manufacturing’ notion of
single driving sectors. The second misconception arises out of the use
of the term ‘economy’ to describe a transformation of capitalism. We
are not talking here about the economy as just one instance of society
to be set alongside others, but of capitalism as a whole.* The impera-
tive of economic growth remains subordinated to a logic of profit
accumulation and of capture of value. The dimension of power and
of the quest for Hegemony [puissance] — and thus for clashes between
the logic of the knowledge economy and the real political economy —
are notably absent from this vision of the present transformations in
capitalism.

The information society

A similar criticism can be directed at the theory of the ‘informa-
tion society’ as it features in the official pronouncements of the
United Nations Educational, Scientific and Cultural Organisation
(UNESCO). According to this body, society is dominated by
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a paradigm of communication and complexity. Many inventive
researchers, in order to escape from the technical or economic reduc-
tionism of the two preceding theories, make continual reference to
the information society.? Cultural exchanges at the worldwide level
are now dominated by issues arising out of information goods and
access to these goods via the new information and communica-
tions technologies. Will they be free (that is to say, free to access)?
The diversity and specificity of cultural goods are threatened by the
dynamism of the new driving sectors represented by the telecom-
munications and media industries, which have been pushing towards
free trade agreements in information goods and services. It is to
UNESCO’s credit that it has raised these issues, despite the ongoing
bad humour of the American delegations which have long boycotted
the organisation.® The first limitation of the ‘information society’
position is that, like the preceding theory, it forgets the capitalist
nature of society. The very relations of power denounced by this
theory, relations that are asymmetrical in access and in control over
content, play only a negligible role at the core of the analysis. The
most important criticism, however, is that this theory confuses infor-
mation with knowledge and reduces the latter to the former. Now, we
shall see the extent to which this distinction is fundamental if we wish
to understand the novelty of cognitive capitalism as compared with
informational capitalism. We need only think of the extent to which,
before digitisation, the media fitted hand-in-glove with industrial
capitalism and mass production. However, digitisation has changed
the situation, and with its tools cognitive capitalism is now reshaping
industry in general and the communication industries in particular.
In the era of digital technologies, information is necessarily codi-
fied as messages. The economic value of those messages depends, of
course, on their ephemeral nature: the period during which a piece
of information (which has cost something, and has often been very
expensive to produce) functions can be very small. As for long-term -
information, this only has value insofar as it is embodied as data
that drive the learning, the perfecting of knowledge and (last but
not least) innovation. Knowledge cannot be reduced to information, =
Digitisation makes it possible to sort out precisely which aspects of
knowledge can be reduced to data, to processing and to intelligence.
This distinction is vital not only for cognitive capitalism, but also
for perspectives of liberation in society. It allows us to escape from the
deeply pessimistic vision that emerges from the writings of Lawrence
Lessig and Philippe Aigrain. If we are only dealing with information
goods here and if, in order to valorise them on the market, one needs
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only to limit rights of access to them, then the fight for freedom of the
Internet is off to a-bad start. It finds itself caught between the rapacity
of the large transnational communications monopolies (the likes of
Rupert Murdoch) and the small ‘national’ monopolies of individual
countries, for instance the European Union, which has been passing
an impressive number of reactionary laws (so-called ‘trust’ laws, and
laws related to copyright and neighbouring rights, in France’s digital
society). However, we have equally powerful reasons for believing
that there is still a lot to play for. Cognitive capitalism is interested in
the valorisation of intelligence and innovation, not in the valorisation
of information, which was already broadly taking place under mass
industrial capitalism.” In order to be productive, cognitive capitalism
is condemned to live with new and unprecedented degrees of freedom.

The reduction of knowledge to information that has a money value
in the market is one of the major errors that take us away from an
understanding of the revolution of cognitive capitalism, as we shall
see below. In my view social exchange cannot be reduced to mere
neutral exchanges of data, and knowledge or know-how,® in their
implicit and contextualised characteristics, should not be confused
~ with information.

Technological capitalism

Under the heading of ‘technological capitalism’ I shall include all
the analyses of the present transformation of capitalism that focus on
the ‘technical revolution’ taking place with digitisation.” Whereas the
two previous theories were content to leave unchanged the context of
Fordism or the market economy, the thesis of technological capital-
ism replaces the water mill and the steam engine with the computer
and/or the Internet, informatics and telecommunications, and then
holds these up as the main explanatory factors of growth.

The combination of a new type of science — the science of organised
transformation — and of the process of production and creation of
products determines the formation of a form of economy which one
calls technological capitalism, and which has potency [puissance] as its
rule of operation.?

M. Beaud speaks of a ‘new alliance of capitalism and science’'! and
uses technological change as the explanation for the growing commod-
ification of areas hitherto spared by the conquistadors of the market,
Carlotta Perez, Christopher Freeman and Luc Soete!? have introduced
the concept of the ‘techno-economic paradigm’. The emergence of a
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technical factor or a new resource enables the formation of the new
paradigm. The technical revolution represented by the new informa-
tion technologies thus explains the emergence of new sectors in which
productivity is very high. The irruption of the new paradigm shakes
the foundation of capitalism, disparities are reabsorbed and the new
techno-economic paradigm imposes itself as the general regime.

The main weakness of this theory is its determinism, the way in
which it reduces knowledge to an automatic accompaniment of tech-
nology, in which the social uses of that technology play only a very
secondary role. If all that was needed were to equip ourselves with
digital machines in order to achieve development, then everything
would be very simple.

Now, this is the question that was addressed in the 1970s by the
economist Robert Solow. In his famous paradox he noted that,
although computers were being widely sold in the United States,
they were not represented in US productivity, which at that time
was very stagnant. The work of economists on the role of technology
measured in terms of material equipment was not convincing. This is
the question that was addressed by the theory of endogenous growth
(Paul Romer).!®> The main idea that emerges from this work is that
technology plays a role not as capital (machines), but as the facilita-
tor of the training and production of human and intellectual capital
of labour. Machines do not bring about anything by themselves, any
more than a given quantity of information (such as that purchased
in a database) produces knowledge. Without human skills to set the
equipment in motion, technology itself produces nothing by way of
development or growth. In the same way, the delivery of Soviet agri-
cultural machinery to Guinean peasants without the accompaniment
of technicians, training or technology transfer ended up being just a
waste of resources. Machines (especially computers and software) are
a necessary precondition, but they are not sufficient in themselves.
A theory of the digital transformation of capitalism that limits itself
merely to a description of these resources misses the essence of cogni-
tive capitalism, which is based on the appropriation of knowledge and
on the use of new information and communications technologies,
and not simply on a stock, even if entirely renewed, of fixed capital.

2 The ‘new economy’: New wine and new bottles

Midway between old wine in new bottles and new wine in old
bottles comes the thesis of the ‘new economy’.!4 For the proponents
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of this theory, which seriously shook the old political economy,
the digital revolution has caused a radical and epochal change, by
blowing the paradigm of scarcity to oblivion. The remarkable per-
formance of the US economy during the two presidencies of Bill
Clinton had resulted in more than eight years without a recession,
thereby restoring American leadership. The economy seemed to
be freeing itself from the iron laws of the economic cycle. Perhaps
digitisation would require a rewriting of the ‘laws’ of economics.
The argument provoked the most violent sarcasm on this side of
the Atlantic, as well as some more reasoned discussions.!® The
bursting of the bubble of the dot.com economy, which sent tens
of billions of dollars up in smoke, did not help the share values of
that particular theory. However, the topic of the ‘abnormal’ char-
acter of the US economy and of its prosperity bounced back once
the crisis of 2001-2 had been digested. After the exuberance of the
National Association of Securities Dealers Automated Quotations
(NASDAQ)'" market in technological stocks, which was reckoned
to have been purged by the ‘crash’, we saw the US economy holding
up in the face of the massive double deficits of the US balance of
payments and state budget. Or rather, starting from 2006, a green
bubble was in the process of developing, with what was claimed
to be an irrational valorisation of companies developing renewable
energy, pollution treatment and so on. In this sense Kelvin Kelly,
a kind of guru of the above-mentioned ‘new economy’ school, was
taking his revenge. If the laws of classic economics were respected,
the US economy should have undergone a severe correction in
terms of the exchange rate of the dollar, and also in terms of debt.!®
Certainly, elements of speculation (especially in real estate) were
very present. But other studies also emerged, looking in the oppo-
site direction. The US debt (amounting to a surplus of over $2
billion per day in movements of capital) is accepted. The law of the
strongest? Possibly so. The European Union and Japan, which are
economic giants but political dwarfs, could not permit themselves a
double deficit of this magnitude. Nevertheless, if the US debt has no
destabilizing effect, it is because creditors believe that there is some
real counterpart that enables them to continue to hold US Treasury
securities or shares in Yankee companies. In other words, there
exists on the other side of the Atlantic some kind of invisible mate-
rial (dark matter) that re-balances the deficit abyss. This missing
invisible matter is probably related to intangibles, and therefore to
the American advance in the direction of cognitive capitalism. In
other words, the crisis of 2001-2 can be seen as being much closer
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to the growing pains experienced by industrial capitalism, rather

than as a crisis of over-production or as a generalised financial
faiq 10

crisis.

3 New wine in old bottles

In this review of the literature we now come to theories that feel
closer to home, as long as we can re-read them in our own perspec-
tive, which is that of cognitive capitalism.

Financialisation as a way of forming a common knowledge

We have already mentioned our reservations regarding theories
of the financialisation or patrimonialisation of capitalism. Their
analytical power is in inverse proportion to their descriptive acuity.
However, since the work of André Orléan and his growing orienta-
tion towards the economy of conventions, the general mechanism
of finance and the role of speculation have become better under-
stood. In an uncertain world?® where we lack accurate informa-
tion that-we can feed into sophisticated computing tools (such as
computers), we have a means of arriving at agreement on future
values — namely speculation, which Keynes describes as being
like beauty contests in fashion magazines.?! In these competitions
the point is not to establish who is the most beautiful woman in the
world. The first prize is awarded, not to whoever can identify the
perfect canon of beauty, but to the person who succeeds in finding
the view that is shared by many. Self-referential speculation is thus
an efficacious convention for enabling human action to deal with
uncertainty. The person who can anticipate the prevailing common
opinion regarding the value of a share may end up doing good
business: that is, buying or selling at the right moment.?? Note
that, when it comes to forging a common view on a subject charac-
terised by complexity, knowledge as a complex process comes into
play: speculation is only one way of creating this agreement. Most
procedures of scientific validation obey this imperative, of arriving
at agreement on propositions and methods. The establishment of a
profession operates on this basis.?> We shall see that the formation
of a common opinion on a wide variety of subjects, including the
political system of democracy, is at the basis of cognitive capital-
ism because it is the foundation of economic models of the free [du
gratuit] within the market economy.
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National systems of innovation and the learning economy

The theories of national innovation systems?* and the more unified
theory of evolution? are complementary to each other. The former,
among which one can include the structuralist theories of models
of national innovation as well as the various trajectories of the post-
Fordist economics of the regulation school, have as their starting
point the desire to account for the very large disparities between
economies at a macroeconomic and institutional level, whereas evo-
lutionary theory is more driven by the desire to account for innova-
tion and change in organisations such as firms. The method known as
evolutionism, which has developed as a branch of economics (knowl-
edge management), is more an inductive meso- or microeconomic
approach. In both cases, transformation and change are constructed
as the real object, and the world within which the institutional
ensembles evolve is characterised as a ‘learning economy’.?® Unlike
the theories of knowledge capitalism and of the information society,
here the emphasis is placed on the human appropriation of knowl-
edge through the use of technology, and also on organisation as the
outcome of a social compromise that results in constructing private
contracts and in establishing public norms.?” Obviously within the
limited confines of this book I am not able to go into the principal
results of these various currents. My intention has been rather to
extract from them elements that might be useful in maintaining the
centrality of the creation of innovation and of the production of new
knowledge in contemporary capitalism.

The capitalism of middle management

What are we to draw from this rapid overview of the various theo-
ries available to economics for understanding the transformation
that we have experienced since the postwar boom — which was the
swan song of regulated industrial capitalism? First, there is a growing
problem of matching categories to the emerging reality, both in the
orthodox and in the heterodox currents. Then comes the fact that
defining the problem of the modalities of capitalist accumulation
hinges on the role of knowledge production and its valorisation. At
the precise historical moment when capitalism had disposed of the
socialist bloc, which had complicated its life considerably for the past
seventy years, capitalism found itself, in turn, affected by the Hamlet
syndrome. Who am I? “T'o be or not to be, that is the question.’
Obviously its low-grade time-servers, happy to be on the payroll of
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the boards of directors, have no such uncertainties. But, recently, we
have seen palace technicians of high quality confessing their doubts.
Capitalism, they cry, is going to the wall. There are many points, as,
we shall see, on which consensus is fraying. However, do not believe
that those who imagine themselves to be in the oppositional camp (I
say ‘imagine’ because there is no guarantee that the hard version of
the socialist doctrine, of the variety that has not reformed itself, will
not shrink even faster than social liberalism) are clad in clothes of
certainty. I cite in evidence the writings (full of hesitations) of Gérard
Duménil and Dominique Lévy. These two researchers are not given
to easy accommodations, and they stick firmly to a ‘scientific’ Marxist
approach. However, into this strictly orthodox bottle they pour a new
wine. They highlight the insufficiency or incoherence of the regu-
lationist theories, which we shall not go into here, and they offer a
serious consideration of the transformation that seems to be leading
to a ‘beyond capitalism’. And the role of knowledge, which has
experienced an unprecedented degree of socialisation, challenges the
power monopolies of the old capitalist elites. Especially within enter-
prises, Duménil and Lévy see the emergence of a system of command
based much more on the application of science: the famous ‘General
Intellect’. To this new layer or ‘social class’ they apply the ugly term
cadrisme (to be fair to them, the category of cadre [middle manager]
in occupational classifications is a French peculiarity). The transi-
tion to ‘socialism’ (this is where we return to the old bottles) can
only be made through an alliance between the ‘people’ and this layer
of cadrisme. In these researchers’ view, what is emerging is a ‘hybrid
social formation between capitalism and cadrisme’ — a formation that
they call ‘capito-cadrisme’.?® In fact, if we strip this notion of its overly
French dressing, we are not far from the Californian theories of intel-
lectual capital® as a determinant of production, or from the provoca-
tions of the management guru Peter Drucker.?® Nothing new here,
people might say. Did not the French Communist Party in the 1960s
develop a theory of scientific and technological revolution and of the
new role of engineers and technicians alongside the popular classes
and the working class during the phase of state-monopoly capitalism?
‘Old’ bottles once again. The interesting business, the new wine, is
the digital revolution, and it is this knowledge — which it entails — that
becomes directly a power in the enterprise, as also in society.

However, all things considered, we have not found a shoe that
really fits the foot of the new Cinderella of capitalism. So now it is
time to set off in search of other ideas.



What is cognitive capitalism?

1 Cognitive capitalism is a coherent system and a dynamic
: process

The last chapter may have given the impression of gathering up a
scattering of bits borrowed from a variety of different theories. My
intention in this chapter is to make clear the coherence of the emerg-
ing reality of this third capitalism in relation to the other large classic
blocs — for those who are interested in defining a “historical capitalism’
(I. Wallerstein) — without, however, neglecting the internal contradic-
tions, which, far from being factors of paralysis, are in fact its incred-
ibly reactive driving force. One of the symptoms indicating that both
the mode of production and the capitalist relations of production are
changing is the importance assumed nowadays by institutional legal
issues. Never has there been so much talk of property rights, by way
of contesting them as well as by way of redefining them.

I shall begin by describing the physiognomy of global capitalism as
it exists today. I shall then outline some basic facts that are already
sufficiently solid to form a systematic picture, even if a lot still needs
to be done to define that picture. Finally, I shall pay particular atten-
tion to the canonical question of the division of labour and the ‘mode
of production’ of this third capitalism, viewing them in terms of the
development of movements around free software.

2 A third capitalism for a globalised world economy

The general thesis advanced here is that the transformation affect-
ing the capitalist economy and the production of value is global, and
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signals an exit from the industrial capitalism that originated in the big
Manchester factory, which was dependent primarily on the physical
labour of manual workers processing raw materials. Just as industrial
capitalism had broken with the substance of slavery-based merchant
capitalism, ‘cognitive’ capitalism, which is now beginning to appear
and which produces and domesticates the living on a scale never before
seen, in no sense eliminates the world of material industrial produc-
tion. Rather it re-arranges it, reorganises it and alters the positioning of
its nerve centres. Financialisation is the expression of this remodelling,
of this reformatting, of material production. The point therefore is not,
twenty years after Daniel Bell, to sing the praises of the postindustrial
era and to proclaim, together with the fans of the ‘new economy’, the
advent of a pacified and crisis-free society,! but rather to list one by
one the main strategic transformations — which can already be sepa-
rately identified and which, above all, constitute system.

The revolution in information and communications technology has
been compared by Peter Drucker and many others to the revolution
that was effected with the creation of the railways. The comparison
is valid as regards the scale of the changes introduced; but no com-
parison is possible at the level of the qualitative changes that are now
affecting both the substance and the form of value., What we have
with the new information technologies is a total paradigm shift, com-
parable only to the expansion of the world that took place between
1492 and 1660. However, here too the expansion is not of the same
nature, because the intensity and rapidity of technical progress in the
digital domain, and also in.nanotechnology and biotechnology, more
strongly resemble the most fertile periods of industrial capitalism.

Not only are the parameters of space and time being radically
altered, but the radical overhaul of representations that is underway

-affects the conception of acting and of the agent/actor doing things,
as well as concepts of producing, of the producer, of the living and
of the conditions of life on earth. It is easy to point to elements of
continuity between Judeo-Christian creationism, the capturing of
nature by post-Cartesian Renaissance technique (Heidegger) and the
Industrial Revolution on the one hand, and, on the other, cybernet-
ics, computing and inventions related to the discovery of new media
for the storing and transport of information. The nature of the radical
leap that separates the earlier transformations from the present one
is, however, less analysed, even though an understanding of them is
crucial for the economics of the forces in action and their govern-
ability. Such insjstence on the unprecedented character of this great
and ongoing transformation is something that we find in (and also
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share with) American authors such as L. Lessig, Y. Benkler,? Richard
Stallman,®> E. Moglen* and James Boyle,” and European authors
such as Michel Bauwens,® Philippe Aigrain and Philippe Quéau —
as already cited. Richard Barbrook has noted that the ideology of
the Californian digital revolution flirts strangely with ‘cybercom-
munism’.” California and the whiz-kids who have established its new
businesses during the past thirty years are our modern physiocrats.
. Instead of sneering at their naiveté, which so irritates Burope’s post-
historical sages, let us instead recognise that they have discovered
and invented the new form of value. And when we speak of the form
- of value (of exchange value, of course) we are also talking about a
remarkable return (‘feedback’ or ‘backlash’, depending on whether
your stance is that of a progressive or a-reactionary) to use-value and
to the world of human relations, and hence to the mode of produc-
tion and relations of production. Talk to Tariq Krim® on his return
from the United. States, and you will soon realise that the magnetic
pole of big business has shifted.

The phenomenological description of globalisation has been
largely completed by now. The main characteristic is that the radical
shrinking of distances and the low costs of delivery and transmission
of binary-coded information are not only a nice and useful service
added to already existing equipments. They also effect a radical
change in the matrices of power. The administrative levels that had
slowly been built out of the decomposition of the Middle Ages (the
city towns, the modern state, the nation, and latterly the international
organisations) lose both their substance and their relevance when it
comes to addressing problems and taking decisions independently
and coherently.® Globalisation does not expand space — one single
space — as was the case so intoxicatingly during the period of the
great explorations of the world. Rather, it ‘de-territorialises’ and
‘re~-territorialises’ spaces, and it disarticulates homogeneities and
cohesions instantaneously, both at the centre and at the periphery.
During the conquests of the world, successive European empires
(Venetian, Genoese, Portuguese, Spanish, French, Dutch, English,
Belgian, German, Italian and then American) had started by destroy-
ing the first worlds, and they themselves only transformed themselves
through a slow feedback effect due to the birth of inflation and to
the possibility of higher speeds of accumulation. Accumulation no
longer proceeds by diffusion or slow penetration. It acts very rapidly
at a global level, and the possibility of local subsystems is given only
in reaction to this general fact. No acting locally without thinking
globally, as the vulgate of this new gospel puts it.
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Let us briefly situate this strange species of capitalism. We can
distinguish three principal configurations in the history of capital-
ism: first, mercantile capitalism, which was based on the hegemony
of mechanisms of merchant and finance accumulation and devel-
oped between the start of the sixteenth century and the end of the
seventeenth, Next came industrial capitalism, which was based on
the accumulation of physical capital and the driving role of the large
Manchester-style factory in mass-producing standardised goods.
Then came cognitive capitalism, which is founded on the accumula-
tion of immaterial capital, the dissemination of knowledge and the
driving role of the knowledge economy. This form adapts itself para-
doxically to the world of exacerbated competition of post-Fordist and
industrial capitalism. Let us examine its characteristics more closely.

3 The fifteen markers of cognitive capitalism

In what follows I examine the distinctive features of this third form of
capitalism, which have been widely explored individually but rarely
in relation to each other.!°
1 The virtualisation of the economy, in other words the growing
role of the immaterial!! and of services related to the production
of that immaterial, is one of the most distinctive features'? of
cognitive capitalism. It does not affect just one particular sector
of economic activity, but nowadays it extends to agricultural
production, to industry, and even to basic everyday services (the
hairdresser in the model envisioned by Fourastié prospects his
clients, contacts suppliers and pays his bills, his employees and
his taxes by using the Internet) ~ as well as to more sophisticated
areas such as the uninterrupted operation of the various world
financial exchanges. In 1985 the volume of investment in intangi- -
bles already exceeded that of investment in material equipment.

2 The weight of the immaterial is an outcore of the new computer *
technologies, and therefore of digitalised data. It requires the
inputting of information, its processing and its storage in digitised
form, in the production of knowledge and in production itself.

3 Among these intangibles, one in particular is promoted to a deci-
sive role in economic growth. This is the process of capturing
— by the company as well as by the market and by public admin-
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istration!® — of the innovation present in the interactive cogni-
tive processes of social cooperation and of tacit knowledge.
Knowledge and science, which had been incorporated in the
valorisation of industrial capital but had remained distinct'* (E.
Rullani), become a strategic location, the ‘leading sector’ of the
system. They are doubly hegemonic, in the sense that:

(a) science and knowledge determine the possibilities of inno-
vation: they are the necessary precondition (as regards use-
value); ‘

(b) both of them crystallise, within products and services, the
essential part of exchange value.

They command the decisive linking factor of capitalist exploita- .
tion. Material labour does not disappear, but it loses its central
role as a strategic asset, This fact is reflected in the indifference
of the ‘hollow box’ firm (Peter Drucker) to the locality where
its product-creation or process is carried out: it can be scattered
anywhere in the world. Know-how and industrial techniques
can now be accessed in a remarkably large number of countries.
Transport costs per unit of output have decreased, thanks to
economies of scale (and to lower energy costs; but that’s another
story, to do with the ‘sustainability’ of this type of growth). The
strategic asset for the company is what allows it to retain control
over the process of valorisation as a whole. The issue is not the
technical and material process, but the process of valorisation.!?

It follows from this that technological progress is no longer an
exogenous resource that companies can acquire on a ‘spot’
(instantaneous) market of goods or services, as development
economists were a bit too ready to think. It takes the form of a
socio-technical system!® characterised by information and com-
munication technologies (ICTs). The appropriation of knowledge
(a phenomenon infinitely more complex than the acquisition of
information) and the use of technology are the critical variables
of technological progress and innovation. This is the contribution
of evolutionist theory.!”

The division of labour model, which served as the basis of
political economy in Adam Smith’s famous description of the pin
factory and which was subsequently perfected by Taylorism, has
been brought into question — and in three major respects:
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(a) the reduction of complex work to simple work;

(b) the separation of manual execution according to an intellec~
tual conception designed to reduce learning time;

(c) the fact that specialisation as a function of market size loses
its relevance in a world of small series production, in an
‘economy of variety’ (Boyer).

In a context of high uncertainty of demand, differentiation comes
about through quality and innovation. However, these are ham-
pered by an excessive division of labour. We have seen this in
the case of quality, with the abandonment (including in material
production) of Taylorism. As for innovation that requires not
only the coordination of complex processes but also the active
cooperation of agents, it is hampered, indeed blocked, by the
division of labour. Productivity gains are no longer the result of
economies of scale designed to overcome the law of diminishing
marginal returns, but they derive from economies of learning,
in an ‘economy of variety’ that multiplies small series over short
periods. The international division of labour comes increasingly
to obey these cognitive criteria.!®

The growing. complexity of markets is no longer manageable
solely through the tool of economies of scale, although these
continue to be sought for reasons related to the quest for the pro-
duction of economic value through and for the market. This com-
plexification requires a growing recourse to learning economies,
which make possible a differentiation in the market and within an
inter-capitalist competition; and the latter is exacerbated by the
neoliberal decompartmentalisation of all markets (except for the
labour market, which became far more highly segmented).

We are witnessing a revolution in sequences of production, and
therefore in the division of labour and its components. The classic
sequence conception/production/marketing is reversed. Now
deep innovation involves ‘flexible production’ and ‘ust-in-time’
production.!® We have seen this transformation in the industries
sitting at the heart of Fordism, for instance the auto industry with
its Toyotist organisational principles based on the ideas of the
Japanese engineer Taichi Ohno.?° But flexible production — as
it operates in the ‘short cycle’ of the garment and ready-to-wear
industry?' or in the cultural industries®® — brings out even more
clearly the productive nature of consumption as producing infor-



10

What is cognitive capitalism? 53

mation and real-time regulation of production. Finally, the nature
of digital technologies rheans that the users of digital technology
devices can also become co-producers of innovation.?3

Although commoditisation seems to be the universal rule, the
possibility of measuring it by the yardstick of capital or of labour
is called into question by reason of the irreducible plurality of
inputs (resources contributing to production). There is now a
dissolving of the traditional dividing lines between capital and
labour and between skilled and unskilled labour. The fact that
expressions such as ‘human capital’ and ‘intellectual capital’
come into common usage is a symptom of this. But the expres-
sion ‘immaterial capital’ is itself an unstable combination of
terms, as we shall see. The inscription of digital technical tools
is so strong that the evolutionist currént in economics comes to

‘propose a new distinction for goods and services into three types

of inputs: hardware (the physical layer), software (the 10g1ca1
layer), and wetware (the cerebral or living layer).?*

But, to this, you also have to add the irresistible rise in models
of social and productive cooperation of-a fourth component:
netware, or the network. The network society?® is made possi-
ble by informatics, in other words by the creation of a coherent
package of digitisation, computer programming and electron-
ics (through the dissemination of the personal computer from
1986 onwards), and finally by the establishment of the Internet,
which becomes the new global common good of collective intel-
ligence.?% We shall return to the role of the d1g1tal network, which
represents a radical novelty.

This rise of ‘cooperation between brains’?’ implies a decline in
the energy and entropy paradigm of labour-power, and also in
that of the transformation of material goods in the production of
wealth. This occurs at a given point, namely the moment when
the dissipatory energy expenditure associated with the machine-
based model of industrial capitalism begins to affect adversely
the limits of the terrestrial biosphere and of the global ecosystem.
The controversial theory of the ‘end of work’, put forward by R.
Reich and J. Rifkin, should not be read, as some would have it, as
the advent of the leisure society, but rather as a shift in the para-
digm of labour. What is coming to an end is the hegemony of the
paradigm of industrial labour and manual labour power.?®
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But cognitive capitalism does not content itself with calling
increasingly on living labour rather than on dead labour (crystal-
lised in machines, to use the terminology of Marx). The rule of
science had been broadly anticipated by Marx in the Grundrisse
(1857-8). In his view, the time would come when the power of
capital, accumulated and held by the capitalists, would present
itself in the form of the necessary and indisputable character of
science. But the novelty we are witnessing is the centrality of a
living labour that is not consumed and not reduced to dead labour
in machinism. We shall return to this.? This important fact of a
living activity that co-produces labour as living activity is matched
by the importance of an implicit knowledge that is irreducible
to machinism, to standardised and codified human capital. In
societies whose form resembles that of cognitive capitalism, living
labour and ‘living’ consumption both occupy a central position.>?
This is the ‘bio-productive’ aspect of invention-power,>! which
superimposes itself on manual labour power and whose captur-
ing, as we shall see, defines the specific form of exploitation and
surplus value extracted by cognitive capitalism.

Such a transformation goes hand in hand with the decline of
concepts of individual performance within the workplace, which
were based on the benchmarks of productivity developed during
the period of industrial capitalism. It also tends to oust factor

-performance: the, most relevant indicators become those of the

surplus of aggregate productivity. This situation corresponds, in
accounting terms, to the question of taking into account value,
which does not appear in the accounting ledgers but can be
assessed by ‘fair value’, in other words by its stock market valua-
tion.*? Finally, the evaluation of aggregate performance also has
to take on board the notion of productive territories, in other
words ‘territorial excellence’. This has given rise to a whole lit-
erature on ‘clusters’ and local production systems, which focuses
on the factors outside the individual enterprise that generate
productive innovation. Innovation is no longer, or is not only,
solely within the individual company; it is wherever the territory
provides a productive territory or network.?

The immaterial nature of the goods produced in cognitive
capitalism induces a strong specificity of information-goods or
knowledge-goods as regards their learning processes, their use,
their depreciation, their enrichment and the conditions of their
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xclusive expropriation. These characteristics in turn affect the
way in which information and knowledge move around in the
company and in society (a much stronger ‘horizontalisation’
prevails, resulting in a radical questioning of acceptable forms of
hierarchy); but they also create growing tensions over the issue
of intellectual property rights. We shall return to this; but this
feature, which inserts knowledge as a public or ‘free’ good — in
other words open access — into the very heart of market rela-
tions cannot be separated from the revolution in information
technology. This revolution leads to a crisis of implementation
(enforcement) of conventional property rights such as intellectual
property rights, patents and copyrights, which once constituted a
particular form of social compromise between the needs of pro-
duction and the public’s enjoyment of immaterial goods.>

In cognitive capitalism, external effects — what we have defined as
externalities — cease to be marginal and tied to simple partial phe-
nomena of indivisibility of public goods. If the core of the value
to-be extracted is based on intelligent, inventive and innovative
labour, and if the latter mobilises the cooperation of brains in net-
works, then capturing positive externalities becomes the number
one problem of value. In other words, what needs to be uncov-
ered and addressed is work done outside working hours, and
implicit knowledge, and capacities for contextualisation. This
shift in political economy and in the management of the chain of
value is facilitated all the more by the fact that debt, which has
been the inheritance of two centuries of frenzied industrial capi-
talism (including its version in ‘realised socialism’), is made up
of negative externalities that need to be controlied and resolved.
Political economy has no choice but to deal with this relation it
has to its own outside. And anything in its toolbox that cannot
be used in this regard is about as useful as medieval scholasticism
was to the Renaissance.

Whereas industrial capitalism could be characterised as the
production of commodities by means of commodities, cognitive
capitalism produces knowledge by means of knowledge and pro-
duces the living by means of the living. It is immediately produc-
tion of life, and thus it is bio-production. The production of new
knowledges can only be done on the basis of an accumulation
of knowledge that is not reduced to technical material means.
But it can therefore only take place on the basis of collective
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brain activity mobilised in interconnected digital networks. This
type of capitalism corresponds to a development in society that
has come to be known as ‘the knowledge society’. Insofar as
invention-power (far more than physical labour power) is what
is mobilised specifically by cognitive capitalism, this creates a
situation in which cognitive capitalism produces knowledge and
the living through the production of the population. This produc-
tion of life can be called ‘bio-production’. And the power that
has, as its function, the control of this ‘bio-production’ is called
‘biopower’.*> Knowledge of the living and the means of produc-
ing it are at the heart of the transformation of the contemporary
paradigm of production. Biotechnologies are currently in the
process of domesticating the living in order to turn it into a trans-
formation vector that will be far more powerful and better suited
to the constraints of the biosphere than mechanical tools.

These are only the most salient features of a development of produc-
tive forces — to use- the standard terminology — which is increasingly
coming to coincide with the development of the productive power of
human brains in interaction. We can now attempt a characterisation
of this cognitive capitalism, or third capitalism, going beyond mer-
cantile capitalism and industrial and financial capitalism.

4 A definition of cognitive capitalism

In order adequately to define the third type of capitalism that is in the
process of formation, we need to bring together three things: a type
of accumulation, a mode of production and a specific type of exploi-
tation of living labour. By accumulation’ we understand the invest-
ments that a society makes both via its public authorities and via the
behaviour of private agents, whether in businesses or in households.
‘Accumulation is thus not reducible to the ‘gross fixed capital’ of the
economists.

When we refer to a system of accurnulation; what we mean is the
association of what the regulation school calls a mode of production
with a type of accumulation. Whereas industrial capitalism can be
characterised by the fact that accumulation was based mainly on
machinery and on the organisation of manual labour, understood
here as the organisation of production and the allocation of workers
to fixed jobs, cognitive capitalism is a different system of accumula-
tion, in which the accumulation is based on knowledge and creativity,
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in other words on forms of immaterial investment.>® In cognitive
capitalism, the capture of gains arising from knowledge and innova-
tion is the central issue for accumulation, and it plays a determining
role in generating profits.

By cognitive capitalism we mean, then, a mode of accumulation
in which the object of accumulation consists mainly of knowledge,
which becomes the basic source of value, as well as the principal loca-
tion of the process of valorisation.®” Issues such as property rights,
positioning in networks, alliances and project management become
major institutional and organisational factors. Their role is crucial.
The strategies of this capitalism are determined by the quest for a
spatial, institutional and organisational positioning likely to .increase
its capacity for engaging in creative processes and for capturing their
benefits.

The mechanical transformation of matter by means of a twin
expenditure of energy and labour power does not disappear, but it
loses its centrality in favour of a cooperation of brains in the produc-
tion of the living by means of the living, via the new information
technologies, of which the digital, the computer and the Internet are
emblematic in the same way in which the coal mine, the steam engine,
the loom and the railroad were emblematic of industrial capitalism.

The mode of production of cognitive capitalism, if we want to give
a description that is concrete but sufficiently general to cover all of its
various situations (the production of material goods, services, signs
and symbols), is based on the cooperative labour of human brains
joined together in networks by means of computers.?® The very rapid
development of organisational forms such as project management,
arrangement of small units articulated into networks and operat-
ing under outsourced relations of subcontracting, partnerships and
locally based relationships is the public manifestation of this trans-
formation. . »

This regime manifests itself empirically through the important
place of research, of technological advancement, of education (the
quality of the population), of information flow, of communication
systems, of innovation, of organisational learning and of manage-
ment organisational strategies. On the demand side, consumption
is also oriented towards technology, and particularly technologies of
the mind — in other words those that set mental faculties into opera-
tion through interaction with the new technical objects: audiovisual
media, computers, the Internet, game consoles.

It follows that human capital and the quality of the population have
now become crucial factors in defining the new wealth of nations.
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The material basis of the new information technologies (which are

grounded especially in new telecommunications infrastructures)

makes possible a dematerialisation of cooperation (in which dis-
tance is abolished) and a questioning of the kind of hierarchies
inherited from the monastery (twelfth century), from the plantation

(seventeenth—eighteenth centuries), from manufacturing (eighteenth

century), from the large factory (nineteenth century) and finally from

the giant firm (1880-1980).

Since we are talking about modes of production and not simply
about ways of producing, we should add that a redefinition of prop-
erty rights and of the social rights that used to define the respective
legal position of manual workers, white collar workers, engineers,
inventors and creators as well as that of the owners is also part of this
‘great transformation’.

A capitalist society of this kind aims to place at the centre of the
sphere of production and to integrate fully into the economic sphere
(both market and non-market) resources that had previously been
external to them. Often these resources are of a kind whose integra-
tion implies the establishment of a number of institutional rules.
Indeed the development of cognitive capitalism cannot be achieved
without a number of institutional arrangements governing its activi-
ties, relationships and property rights. In all these respects the
current institutional framework shows itself to be inadequate. The
guiding lines for the establishment of a stable regime of cognitive
capitalism include:

1 the bringing out of positive externalities in a globalisation that
also serves to balance out the negative externalities, in the hopes
of eliminating the sources of lasting imbalance in the growth of
‘knowledge production;

2 the capturing of positive externalities and their validation in the
creation of private profit. :

It is probable that we should interpret what otherwise appears as
erratic movements of the financial markets as a function of this
mutation. Alan Greenspan, governor of the US Federal Reserve,
gave a speech on 1 March 2004, at a meeting organised at Stanford
University (the Stanford Institute for Economic Policy Research), in
which he said:

The fraction of the total output of our economy that is essentially con-
ceptual rather than physical has been rising [. . .]. Conceptualisation is
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irreversibly increasing the emphasis on the protection of intellectual,
relative to physical, property rights.,

It would be totally wrong to conclude that the growing ‘immateri-
alisation’ of the economy needs to lead to a generalised ‘patenting’.
Greenspan, in fact, citing Leibniz and Newton, asks: ‘Should we
have protected their claim in the same way that we do for owners
of land? Or should the law make their insights more freely available
to those who would build on them, with the aim of maximising the
wealth of the society as a whole?” And he continues: ‘Still, we must
begin the important work of developing a framework capable of ana-
lysing the growth of an economy increasingly dominated by concep-
tual products.’

For economists concerned to understand what the economic
system of capitalism has become, it is difficult not to agree with Alan
Greenspan — even if their solutions do not necessarily coincide with
those of the man who knows how to talk to markets, the man who
fends off financial crises. But the fact that a man who has been one
of the most powerful people on this planet for the past fifteen years
chooses to express himself in this way should encourage those who
are still wary of the notion of cognitive capitalism to accept it as being
the least unfaithful description of reality. " ‘

5 The great transformation of work: How to tackle the
problem

Cognitive capitalism is not only a type of accumulation oriented
towards the valorisation of knowledge and innovation. It is also a
new mode of capitalist production. Before turning to the social and
economic division of labour, to the key variables in the production
of new knowledge and of the living, and finally to the new paradigm
of human activity that is beginning to appear, let us first deal with a
methodological misunderstanding regarding the digital economy.
Our point of departure will be the transformation of work at a
macroeconomic level. We should be on our guard against a classic
mistake of empiricism, namely extrapolating a general system of
labour from the observation of this or that form of concrete labour,
and from there extrapolating to capitalism and then to society in
general (at this point they bring back through the window everything
that had been thrown out of the door in this small phenomenologi-
cal reduction). We need to beware of such an approach for two good
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reasons. The emergence of cognitive capitalism, like that of the pre-
vious two modalities of historical accumulation, needs more than
bare facts in order to be readable. Above all, we need to advance a
hypothesis about the tendency underway; and we need to privilege
this tendency, even to the point of exaggeration, in order to bring
development out of the shadows where we are condemned to sit for
as long as we limit ourselves to the cautious adding up of ‘facts’. All
statistics are open to interpretation along the lines of whether the
glass is half empty or half full. Thus a number of researchers who are
sceptical about the relevance of the concept of cognitive capitalism
bring up the continuity and reality of traditional forms of exploitation
and labour, which remain majoritarian, and durations of working
hours strikingly similar to the descriptions of absolute surplus value,
which were once the baleful prerogative of England and today are
found in the sweat shops of Asia. Some may object that there are
only 600 million people connected to the Internet and phone usage,
a figure that, in 2001, represented only a tenth of the world’s popula-
tion. This argument has. been quickly overturned, however, thanks
to the remarkable growth of mobile phone usage in less developed
countries. When you live in a favela and you don’t have a reliable
postal address because the postal system functions so badly, your
mobile phone becomes both your system of protection and your
head office in terms of employment. As for the argument about the
minority status of the world of work that is networked and assisted
by computéts, that is not worth much either. The growth rate for this
type of work is very rapid, more rapid than the expansion of waged
manual labour in the 1830s. But the most convincing argument
is another one: you are interested in general in empirical observa-
tions, which you select out of a rhapsodic jumble of multiple pieces
of information because you are looking for the relevant variables
governing the overall tonality making it possible for you to predict
trajectories of evolution. The great of genius of Marx and Engels was
-that they studied, not the largest working population in England (in
‘other words domestic servants, of whom there were millions), but the
250,000-0dd workers in the factories of Manchester.

The second argument that should lead us resolutely to shun the
empirical approach that claims neutrality is that transformations in
the nature of labour are not a starting point, which would then enable
us to move to capitalism, and then finally to society as its appendage.
Such a sequence would be doubly reductionist: it would liken the
social division of labour to a technical and originary division; and it
would make society an ‘automatic’ outcome of the type of capitalism
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that one might deduce from technology or from market size. Such a
construction is perhaps easy to draw, and elegant and conducive to
econometric regressions. However, in no sense does it correspond to
reality. It also sees social and political action as a convivial shadow
theatre of a determinism of the development of productive forces
and accumulation. This is exactly the picture of the end of history,
whether in its Joseph Stalin version or its Fukuyama version (ca
1990) — take your pick. One would prefer a richer, more complex
picture, in which transformations in society are not deduced either
from technique or from the form of the state, but interact and open a
plurality of possible worlds.

Thus, in what follows, we shall maintain an equal distance from
technological determinism, from the determinism of ‘the develop-
ment of productive forces’, and also from the determinism of forms
of government, which reappears in discussions of ‘governance’.

6 The division of labour: Neither market nor hlerarchy, but
: the digital network

The division of labour described by Adam Smith in his Inguiry into the
Nature and Causes of the Wealth of Nations (1776) stands as an intro-
duction to all classic political economy, and particularly to its most
powerful and systematic thinker, David Ricardo. This, therefore,
is what Marx took as his focus. This is also what lies behind Emile
Durkheim’s famous book The Division of Labour in Society (1893),
which is still used to train thousands of sociologists the world over.
It is precisely this division of labour that is now called into question.
Table 3.1 presents the key points at which the major transformations
have occurred.

The division of labour plays a fundamental part in the edifice of
political economy, in other words in the economics of industrial capi-
talism. This fact was addressed by Charles Fourier in his time, albeit
with not much success. But before him, Adam Smith had swung
between The Theory of Moral Sentiments (1759), in which empathy
and interaction play the major role, and The Wealth of Nations
(1776), in which labour comes to the fore. It is a fact that capital-
ist civilisation, whether mercantilist and slave-owning or industrial
and based on wage-slavery, was characterised by a transition from a
working time of 800 hours per year to over 2,000 hours when com-
pared to previous civilisations. The technical and social division of
labour was designed to obey one cardinal principle: the maximisation
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Table 3.1 Division of labour: The shift from Smithian to cognitive
division of labour

goods

Kind of 2nd capitalism: Industrial 3rd capitalism: Cognitive
capitalism capitalism capitalism
Function Originates power and Derived from cooperation
classes. (Benkler)
Cooperation as an ex post
result (Smith, Marx)
Evolution Size of market Size of network
variables Size of public
Organisational Market/hierarchy/state Networks relying on the
model network of networks
' (Internet)
Characteristics  Exclusivity, rivalry, Indivisible non-rival goods
of principal appropriability
resource
Principal Commodity goods Information goods
trading Labour goods, energy Knowledge goods
goods input Mental attenion and
networking
Major effect Economies of scale Learning economy
‘ ' Variety economies
Capture of positive network
externalities
" Main Marginal calculation Flux analysis
economic Short term perspective Long period perspective
tools Tendency to falling Increasing returns
profits ‘
Technical tools Input-output matrix of Quadruple goods
homogencous products Hardware/software/wetware
Externalities Marginal in private goods Prevailing even in the case
Mostly for public goods of private consumer goods
Economic Commoditisation and Decommoditisation of the
model endogenisation of new common public goods
positive and negative Maximal endogenisation of
externalities negative externalities
Minimal endogenisation of
positive externalities
Financing Market in general Dedicated advertising,
system Taxation for public commoditisation of digital

traces of interaction in hub
of gratuitous pollination

'Financing by global

pollination tax
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of the product of activity. Maximisation in terms of market value, but
~also in terms of physical aggregate. The question is how to produce
a maximum of the products that are the subject of trade between
“hations; Market siz€ and increasing specialisation go hand in hand.
“The more a given country trades, both domestically and with others,
the more it can impose a division of labour in order to produce at low
costs and to consolidate its domination of world trade. What does it
matter if the model carefully taken on board by Adam Smith (which
explains why this famous text is so vague about its context, about the
situation that prevailed before the onset of the division characterising
big industry) is not that of the large Manchester-style factory (which
did not exist at that time), but that of the Laigle manufactory in
Normandy,?® a pure product of Colbertist mercantilism? These two
forms of capitalism shared the same obsession with settmg labour in
motion in the most efficient ways pOSSIble, for the purposes of pro-
ducing commodities. The market and market size thus command the
“dégree of technical Spemahsatlon which, itself, commands the social
hlerarchym reverses the terms of the problem: what governs
the technical specialisation of heavy industry is the social hierarchy
between those who own the means of production and those who have
the means_ of valonsmg them. But, in both cases, the starting point
is always/ lvp_r_kl and its socm ~technical d1V131on within manufactur-
ing. Somal cooperation is “derived from technical coordination. If
we examine the trend of division of labour in the knowledge society
and in its corollary, the learning company, we find that the mecha-
nisms or arrangements no longer start from work, but from human
cooperative activity and the object of knowledge. The types of divi-
sion of activity and work, as well as the form of employment, derive
from cooperation. Instead of planning work on the basis of time and
motion studies and establishing degrees of division of labour depend-
ing on the size of the expected market, it organises work on the basis
of what the teams know how to do.*® Organisation by project tends to
replace the tree-like and matrix-liké organisation of the industrial era.
Why? Is this a return to the craft labour [arfisanat], or to the ‘putting
out system’? Obviously not. This new form of division of labour is
more efficient (in particular, it is faster, more responsive, and more
capable both of innovation and of correcting errors arising in the
running of the project). And the reason why it is superior is that it
relies on digital networking.
Y. Benkler, in a famous essay entitled The Penguin of Coase,*!
brought into a single frame the theory of transaction costs, the theory
of property rights outlined by H. Demsetz,** and de-centralised peer
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to peer*> exchange in digital networks. He defined the problem of
production as presupposing several operations: (a) identifying the
most relevant resources even before allocating them; (b) deciding
what form of property contract or agreement to use to minimise
transaction costs. The attribution of prices, propeiiy rights or
“forms of atithority to particular agents is not free. Thus far Benkler
follows closely Ronald Coase:** one evaluates the comparative costs
of appealing to the market (buying resources on the market), or to
state hierarchy (public organisation), or, finally, to the hierarchy of
the company (private organisation), And if the expected benefits
from such a productive option exceed the transaction costs incurred,
the solution will be viable. R. Coase had used this line of argument
to show that one has to complicate the traditional programme of-
standard economics (minimise costs, maximise the output value),
by adding another programme, which also had to be addressed: to
maximise the volume of transactions while minimising transaction
costs. Y. Benkler poses the same problem. But he examines what
happens when there is a network of distributed knowledge that makes
relevant information — knowledge — available to an unlimited number
of economic agents at practically no cost (the price of signing up with
a long-term Internet service provider).

He is able to show that production through networking becomes
an organisational alternative, and thus a new form of division of
labour, which is revolutionary and above all far more effective in
some configurations than the de-centralised market, or private
enterprise, or the state. In contrast to the hierarchy and the market,
the network comes to the fore as a form of cognitive division of
labour.

What are the variables that apply in the social and technical allo-
cation of work? It is no longer the size of the market, because the
market is not.the most efficient solution for selecting resources,
attributing prices or measuring costs. In.fact what makes it possible
to identify resources very quickly and to associate them is the size
of the network (in other words the Internet, discussion lists and the
like). These could be, for instance, networks of customers, suppliers,
subscribers and so on. The more your list is specialised in terms of the
cognitive problem it addresses (for example, a list where motorcycle
enthusiasts discuss their problems)® and, even more importantly,
the greater the number of participants in this network, the greater
the probability that you will quickly find your desired solution. I take
this example deliberately, because networks of distributed knowledge
existed prior to the advent of digital networks. But it is easy to see
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that the Internet, as the network of networks, is a resource that has no
equivalent. The effect of numbers of people participating in a discus-
sion list on the Internet is called the ‘library effect’. In more general
terms, economic activity in a network situation generates a surplus,
a structural surplus value that comes under the heading of ‘positive
network externalities’. Each member of a given network will receive
benefits for which s/he does not have to pay. This theory began with
. ‘clubs’ and was later applied to the analogue telephone network. It
applies even more in the case of digital networks.

What are the advantages of a form of production that is based on
. digital networks articulated by the Internet? Compared to the old
division theorised by Adam Smith and then. perfected by Taylor,
both in the factory and in society at large, the advantages are three-
fold. ‘

1 The first consists in the possibility of using a process of experi-
mental adjustment in order to master a complex situation that is
not knowable a priori by means of a conception of understanding
modelled on the representation of god as given by theology.*® In
other words, the advantage is to produce, within an uncertain
context, a solution that is not already programmed from the start
— thus a process of innovation and learning. '

Interactive information is transmitted in real time and agents
are free and able to modify its action in cooperation with their
colleagues. Here cooperation is the element that guarantees the
efficacy of the coordination — and, definitely, not the reverse.
There is no fixed system that determines’ex ante the selection of
resources to be mobilised on the basis of some checklist, the divi-
sion of operations, or the sequence of action with agents at each
end of the production chains — agents who are either stupid or
reduced to one single way of carrying out a task — in other words
the famous ‘one best way’ (as pioneered by the time and motion
expert F. W. Taylor) to the exclusion of alternative solutions or
of trial and error.

2 The second advantage is the possibility of escaping the tyranny
of the law of diminishing returns, which holds sway in econom-
ics and is found everywhere as the covert legacy of Thomas R.
Malthus. It is, however, obvious that the curse of diminish-
ing profits is only a special case. This ‘law’ seems evident for a
series of phenomena that are essentially physical and entropic.*’
The world of information and knowledge-goods is no longer
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characterised by scarcity.*® Nowadays the notion of scarcity

applies rather in the areas of time and attention; it makes no sense
in the process of accumulation and enrichment of knowledge,
which is characterised, on the contrary, by increasing returns and
by negentropy.*

The third advantage is an ‘end-to-end’ conception of the nature
of the network and of the cognitive division of labour. If the
network of digital networks gives us a model of action that is
appropriate and innovative in complex and uncertain systems
and makes it possible to envisage cumulative processes of
increasing outputs, this is because it offers a great lesson in its
very organisation, as Lawrence Lessig explains in his The Future
of Ideas (2001) — an important book, which was astonishingly
ignored both by the media and by the academy when it was first
published in French. Juxtaposing the technical and organisational
model of the American telecoms operator American Telephone
and Telegraph (AT&T) to the architecture of the Internet, Lessig
draws a critical conclusion. If you want to promote innovative
and dynamic solutions, you should not privilege (as AT&T did
for a long time) an intelligent — that is, sophisticated and complex
~ network with dumb agents at the entrance and exit points.
You have to adopt the solution of the Internet that is precisely
the opposite: the physical and logical layer of the network of
networks was designed deliberately as a platform that was simple
and ‘dumb’. The intelligence and complexity were entrusted to
the members of the network at the periphery of the technological
apparatus. The system privileges ‘inter-operability’.?? It obeys the
following principle: simplify the technical organisation and com-
plicate the knowledge and the content that pass through it. It is
easy to see that the Smithian model and its great-grandchild, the
Taylorist model, arise out of societies where the kind of knowl-
edge that was mobilised as a productive resource involved only a
very thin layer of the population (elites representing between 1
per cent arid 10 per cent of the total). The basics of the division
of labour are incorporated within the hierarchical system, which
itself is highly qualified and rigid, in order to be able to bring
together low-skilled operatives from whom a minimum of auton-
omy of initiative and a maximum of subordination is required.

Bernard Mandeville first uses the expression ‘division of labour’ in
his famous fable of the bees.”! As noted by B. Girard,5?
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The division of labour makes it possible to do great things with medi-
ocre minds. ‘By dividing and subdividing the occupations of a major
service into many parts, it becomes possible to render each person’s
job so clear and certain that, once he has got used to it, it will become
almost impossible for him to make mistakes.’ (Fable 2, p. 267)

Two centuries later the same principle still applies. Let us not forget
that Ford believed that the greatest achievement of his system of
work organisation on the assembly lines in Detroit was the fact that
80 per cent of the jobs only required between two days and three
weeks of training.

This quality of the division of labour, typically Smithian, permit-
ted industrial capitalism to incorporate the mass of the peasantry
‘without qualities’, which was then soon joined by women, immi-
grants (both internal and international) and various minorities.
Under mercantilism, this operation was conducted in the colonies
with the plantation economy, the real test-bed of child labour
and team working, which involved the-use of slaves. But did we
not mention the Colbertist manufactory, the ancestor of the big
factory? In fact the difference between the large factory — which
brings together, in one place and close to sources of energy, a large
number of workers — and the manufactory lies not so much in the
division of labour itself as in the manufactory’s incapacity to ensure
a continuous supply of labour. The ‘poor’ of the manufactories were
not sufficiently proletarianised:?® the only way to keep them in the
workplace was the compulsion of law or guaranteed employment.
Some of the Colbertist manufactories worked with convicts (as did
the French galleys), or had workers who were more or less employed
for life. As a system, this was not very conducive to specialisation,
and it was not really much more productlve than the labour system
of the guilds.

This is why, in some cases, for instance at Laigle in Normandy, the
royal authorities embarked on an experiment, comparing the pro-
ductivity of artisan labour controlled by the guilds with that of free
labour. The latter was divided and supplied by the surplus workers
whom the countryside was beginning to supply.’* This was described
in Jean-Rodolphe Perronet’s detailed account of the Laigle pin
factory,® subsequently included in the Encyclopédie, which in turn
offered the empirical data used by Adam Smith. Naturally, no human
labour, not even the most subdivided and specialised, was able fully
to mimic mechanical automata. A certain amount of the knowl-
edge implicit in collective cooperation, judgement and ‘common
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sense’ is required in order to run even the worst of assembly
lines.?¢

The cognitive division of labour that is increasingly being practised
in learning companies and on the Internet is a society in which knowl-
edge and culture are disseminated widely and shared, and where this
raw material becomes abundant. Just for the record, France is lagging
behind other developed countries, with less than 37 per cent of each
new scholastic year going to university. This explains the incredible
backwardness and timidity of the average level of political debate on
schooling, research and universities, which will be our only hope of
salvation. In the United States, which shares with Northern Europe
the leadership at this turning point of cognitive capitalism, the propor-
tion is 67 per cent. The use by companies of these cognitive resources,
as represented in Figure 3.1, is increasingly ineffective and poorly
supported — and it is doubly ineffective because poorly supported.
Postgraduates cannot be commanded in the same way as high school
leavers. The contribution made by the computer-based digital network
in assisting mainly intellectual work®” is the ability to exploit capabili-
ties for complex labour, in other words for abstract qualified labour.

This being so, the idea of asking employees to interpret, revise
and modify the execution of projects can no longer be seen as some
disorganising anarchist fad. Such operations require intelligent coor-
dination, and thus cooperation in exchanging information and in
sharing of languages. All producers of knowledges and all those who
implement these new knowledges in order to valorise them need to
be connected in ways that are symmetrical (with information, affects
and language travelling in both directions, and with each person
being in contact with each other person).

In as much as it is a production of knowledge through knowledge
that has been acquired, interpreted and contextualised, the develop-
ment of software (for example) derives from a cognitive division of
labour and not from a Smithian division of labour. The general char- -
‘acteristics of this division are illustrated in the table given at the start
of the present chapter. So let us summarise the ways in which the

cognitive division of labour differs from the division of labour obtain- -

ing in industrial capitalism. It differs in three respects:

*  As regards specialisation in productive activity, the reduction of
complex work to simple labour and the division of manual execu-
tion according to an intellectual conception designed to reduce
learning time are no longer the factors that determine increased
productivity.
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*  As regards the size of the market, this becomes less relevant in a
world of small-series production and in an ‘economy of variety’,
subject to substantial uncertainties of demand. The result is that
innovation, ‘insofar as it involves the coordination of complex
processes, is hampered by the Taylorist and Smithian division
of labour. Productivity gains no longer come from economies of
scale, but from economies of learning.

o As regards levels of output, de-centralised coordination in the
delivery of services based on the processing and delivery of infor-
mation is recognised as one of the characteristics of a knowledge-
based economy. Under the very strong axiomatic constraint of
programming, the possibility of such a complex coordination
relies not on standardisation and homogenisation, but on the
fractal nature of the modules that are found at each level or
layer of the software (library, documentation, services), This
fractal rather than simply modular character could explain why
the repeated waves of sequential innovations do not bring about
a return to declining productivity and growing learning costs.
Growing productivity of innovative learning is the rule. Declining
produictivity is the exception.®

The production of software therefore belongs more to the model of
scientific research production than to the industrial model. But in the
case of free software (and, to a lesser extent; in open source software)
the role played by the Internet and by the very nature of the product
adds the following characteristics:

* a cooperation in real time, which shares knowledge without any
of the legal restrictions of the kind that exist for the goods defined
as intellectual property, which limit their usage, reproductlon and
circulation;

 a horizontal and no longer hierarchical or commodity-based char-
acter (the two major forms of organisation of human activities in
capitalism: the company and commodity exchange).

The digital network of the Internet, when it operates as an intranet
within the productive unit, is a simple guarantor of the ‘interoperability’
of means of communication. It does not carry within itself any of the
elements that were the core of the Smithian division of labour (fixed
equipment, codified data, processing and calculating programmes,
memory). This is what L. Lessig refers to as the ‘neutrality’ of the digital
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network in terms of organisation and hierérchy. On the other hand,
communications between cooperating brains via digital networks incot-
porate the hierarchical relationships that the network reveals. Thus a
discussion list can either operate under modalities of symmetry and
complete transparency, or it can introduce asymmetries. The two main
asymmetries are partial or total opacity of horizontal communication,
depending on whether all employees receive e-mails, or only some. The
recipients of e-mails either appear in the header or they are hidden.

The second asymmetry is the relationship with the outside. The
Smithian and industrial division of labour involved building a wall
around the production facility®® and the construction of specific inter-
nal norms (regulation, secrecy, prohibition of entry into factories),
which are different from those governing society as a whole. The
relationship with the outside is the exclusive prerogative of the hierar-
chy. In the cognitive firm based on digital networking, employees are
connected to the Internet, which is a working tool but also the prime
tool for relations with other enterprises and with territories, customs-
ers, suppliers and subcontractors. This characteristic of openness to
productive territories is one of the biggest differences from the old
system of big industry.®® What remains of the hierarchical technical
function is absorbed into the network on the same footing as the other
collaborators. Here we are not talking about the patrimonial aspect
of hierarchy — for instance, in a consultancy firm, what counterposes
the old-timers, who originally set it up and have most shareholdings,
to the more recent atrivals, who are simply paid workers. The boss
becomes the coordinator or project manager, while part of the direc-
torial function switches to the shareholders.

Of course, Figure 3.2 is only expressing a tendency. Few com-
panies actually operate like that, except start-ups. But the more the
resources produced and valorised by them come to be represented by
brainpower and innovation, the more this particular schema of divi-
sion of tasks tends to grow in importance.

There is a lesson here, and one of considerable 51gn1ﬁcance The
cognitive division of labour is not based on a codification of the pro-
cedures used in programmes and of data, in the sense of an increasing
specialisation — unlike in the old division of labour, in which things
were run according to unchangeable rules. On the contrary, it seeks
to ‘de-specialise’, to de-compartmentalise disciplines, to transversal-
ise the circulation of knowledge. It can only do this with the aid of
the digital network, which capitalises on specialised knowledge on
the Web. Given that, the essence of the activity of the brain and of
collective cooperation is to apply, contextualise, and move beyond
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codified knowledge. The cognitive division of labour recomposes
jobs, but it also has to de-individualise its production in order to
innovate. The correlative of this imperative is the constitution of
new informational common goods and an easier access to the stock
of knowledge, as well as the ‘de-marketisation’®! of the resources of
positive externalities.

The cognitive division of labour has as its objective the production
of new knowledges that can feed innovation upstream. We are still
very much in a division of activity that is closely linked to cognitive
capitalism, whose object is the capture of intelligence. If the Smithian
division of labour, and also Taylorism, are increasingly being aban-
doned, this is simply because they are unable to guarantee that the
aspects of implicitness and the power of contextualisation, which are
the strongest and most vibrant part of value, can be captured in its
nets. With the emergence of the Internet the network becomes much
more efficient, and, furthermore, it is far less expensive in terms of
fixed capital for private companies. ‘ ]

The mercantilist economy had to confront a twin shortage of
capital and labour. Classic economics had to deal with the fact of a
scarcity of resources in terms of capital, whereas labour was abun-
dant. Neoclassic economics addressed itself to the allocation of an
abundance of capital in a situation of scarcity of labour.®? The con-
temporary digital economy has to deal with a world in which there
is an abundance of the immaterial, but a scarcity of time and atten-
tion. Once we have reviewed the division of labour, this brings us to
another particularly striking aspect of the production of knowledge
through knowledge: that of its relationship to time and attention.
This temporal dimension is strangely absent from the traditional
analysis of the political economy of the mode of production.

7 The production of knowledge by means of knowledge: A
new frontier — Attention and time - Care and value

It would not be accurate to say that our era has become a world
of abundance in terms of either material goods or information and
knowledge. The fact is that there is still plenty of work for econo-.
mists, because other forms of scarcity — depletion of scarce resources,
non-renewable resources and hard-to-renew resources — are now
appearing as a result of ecological disequilibria. But the three key
resources that now appear to be scarce are: cognitive attention; time;
and what people call ‘care’ (affective attention).
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Unlike the muscles of the body, the human brain works all the
time. It operates by different rules. When it works by using its
logical functions (reading or re-reading, writing, speaking, supervi-
sion, behaviour), it consumes attention. It has been calculated that
the attention span of students attending lectures is limited to about
fifty minutes. The modalities of attention should not be confused with
those of concentration. The floating attention of the psychoanalyst
who sits and listens to a patient without interrupting, the auditory
attention of the cat watching a mouse, the attention that we might pay
to a piece of music are modalities of a different kind of perception.
The overabundance of information and knowledge creates a particular
modality of attention: that of being able to’draw classifications within
a totality, although it is too often chaotic or rhapsodic and produces
noise rather than meaning. Working on a computer entails both
the functioning of a machine, which is automatic and only requires
our attention when a breakdown blocks other forms of activity, and
also the logical layer, in other words the programs for operating the
machine and for processing the data. Although not totally automatic,
the layer of software that runs operating systems is usually pre-set.
Application software requires greater intervention on the part of the
operator. The layer of content is the one that requires most attention:
if you enter the values of a regression, you have to input the data and
their rank order and not make mistakes. If you write a text, you have to
mobilise your knowledge on the topic in hand and your grammar and
semiotic skills in one or several languages, and at the same time find
the required functions on your keyboard. This is unlike the concen-
tration involved in physical effort, which seeks to create a void so as
not to let you be distracted by images. The ‘mindset’ of sportspeople
is a suspension of ‘over-attention’. The kind of attention required
by computer work is multi-oriented and geared to multi-tasking. It
does not tolerate monotony, because attention is driven by desire and
intentionality — particularly since the computer and its programs have
automated the operations of mechanical memory (repeating things
exactly identically, something we generally never need to do) — and
because it invites creativity. They speak of lack of attention not when
you stop concentrating on a single task, but when your attention,
in fragmenting itself indefinitely over disparate elements (each of
which can require a lot of attention), gets lost or returns to a mass of
images and multiple relationships. This complexity of mental opera-
tions draws a serious line of demarcation from the kind of attention
required in performing a fragmented task. Certainly, people have
described the gathering of digital data as an operation that is as split
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up as that of semi-skilled manual labourers — a kind of electronic piece

. work. However, repetitive tasks of data capture are increasingly auto-
mated by direct scanning media. The attention required of a worker
working in a network and with a computer is that of contextualising
and comparing data or files coming from different classifications or
fields. A telephone operator answering a helpline for a company will
be dealing with frequently asked questions (FAQs) in real time, while
talking with the client with the assistance of a drop-down menu. But
what is mostly required from such workers is to identify cases that
fall outside standard practice and, where possible, to offer new viable
solutions; to ensure against the possibility of unexpected failure — the
kind of breakdown whose solution is not programmed; or, as in the
early days of television, toact like the TV presenter improvising on the
spot in order to avoid a black hole.

The more you work in a digital network, the more you are asked
for connectivity, responsiveness, autonomy and inventiveness (which
may conflict with the imperatives of cost, but which are themselves
the subject of a compromise between the desire for savings and the
gain to be expected from a quality service that can ensure customer
loyalty). All this cookbookery that is the delight of management
manuals interests us less than the two following observations:

1 Work on a computer makes it possible continually to solicit
people’s attention, a kind of attention that’is more complex than
mono-concentration, The minute you relax your global attention,
the computer shuts down or the game that you’re playing dumps
you in the hedge. When computers were slow, people had time
to relax or do other things in the time it took to execute compu-
tational programs — a bit like the routines of manual workers on
machines. Nowadays such execution has become much harder.
The result is an extraordinary densification of activity time — a
bit like driving continually at 90 mph on a motorway. The devel-
opment of electronic games (now one of the biggest industries
in the world) is, in relation to attention, what sewing was to the
dexterity of women workers assembling transistor radios in the
years 1950-1980. The nervous exhaustion experienced by many
workers working on screens put you in mind of the exhausting
working day of dockworkers. However, the fatigue generated
is both more intense and more total, because the spirit of the
manual worker remains largely free, whereas for people working
on computers this operation of freeing oneself from control is far
more complicated and . . . tiring. This picture of a production
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system that is bulimic as regards attention contrasts dramatically
with the banishment of attention in the sphere of consumption,
and particularly in the sphere of the image. Here we have a situ-
ation of cause and effect. The nervous fatigue brought about by
attentive activity on the computer seeks to repair itself by sum-
moning up the kind of half-sleep of the brain experienced by
people when they stretch on a bed and release images that roll
by in no particular relation, like a reprogramming or defrag of
their cerebral hard drives. So we can say that all the strategies to
capture value basically revolve around the issue of attention time.
The value of a television channel is imeasured by its audience.
That was the old advertising. But, in the era of cognitive capital-
ism, the value of advertising is measured by the intensity of the
cerebral attention devoted to a given channel and by the absence
of viewer zapping during commercial breaks.

2 The second observation has to do with the question of the incom-
plete nature of cognitive labour and of the possibility of measuring
it in time units. In the case of labourinvolved in the production
of material goods or in services that are strictly job-defined, time
is a discrete time. It has a beginning, a middle and an end. The
production of knowledge-goods and services is much harder to
define; it resists this chopping up. The care of young children
or dependants, and more generally any care given to a person
(understood as a brain in a body, and not as a mechanism with
needs to be met at regular intervals), is limitless. It is terribly time
consuming. The production of continually renewed knowledge
is, similarly, without end. Measuring the performance of a task by
means of an assessment that compares the initial objectives with
the final results turns out to be inadequate. The need is to assess,
not products or procedures, but processes. The result is a feeling
of non~accomplishment, of incomplete knowledge — a source of
repeated anxiety, which formerly prevailed only in academic or
artistic work, as we shall see now.

8 The attractors of invention-labour: Art, the university and
libido sciendi

Cognitive capitalism profoundly alters the organisation of work and
its technical division. But it also overturns the paradigm of work
itself. The real-life test bench of this transformation can be found in



76 What is cognitive capitalism?

comimunities practising ‘peer to peer’ as their mode of production of
knowledge. Communities of free software developers have attracted
the greatest attention, but other kinds of digital work, such as the so-
called ‘click workers’ or Wikipedia’s network of multilingual input-
ters, have also generated a stimulating debate.

In the past twenty-five years we have witnessed not only a crisis
of the foundations of the paradigm of industrial-type labour (the
‘refusal of work’ of the years 1960-1970), but also the emergence of
a new paradigm. Alongside the two traditional motivations (mate-
rial interests and the taste of power), there appears also the desire
for knowledge and for cognitive recreation. Furthermore, creativity
becomes a collective and an individual value. The work paradigm in
cognitive capitalism now seeks its models in the world of art and of
the academy.

While the importance of motivation has been recognised since the
days when work was studied in big industrial companies, the limits
of purely material motivation (wages and benefits in kind paid to
workers) were also identified, for instance when the Schneider and
de Wendel steelwork companies in northern and eastern France
embarked on the methodical installation of a culture of enterprise
operating under the fairly vague label of ‘paternalism’. However,
if we were to classify the main incentives, direct and indirect, that
industrial capitalism has used in its history, we could say that they
fall: under two headings in the satisfaction of human passions: the
hbido sentiendi (a ‘desire to feel’, in the limited sense of enjoying a
maximum of material goods as consumer — or as komo economicus
maximising utility) and the libido dominandi (a ‘desire to dominate’
others, to exercise power over them). Paternalism obviously has ele-
ments of the latter passion. It motivates the management staff as
effectively as material incentives. Within the wage-labour system it
strengthens the employers’ authority over their subordinates, who
accept the fact of an extra-economic rule, a power similar to that of -
the pater familias, the ‘father’ or ‘master of the household’, prevailing
over material considerations.

But in cognitive capitalism we are witnessing the emergence of the
systematic exploitation of a third passion — or desire — as a factor of
efficiency in human activity deployed in an enterprise. That passion.
is the good passion we experience when we have to come to grips with
the problem of the innovative management of immaterial resources.
What I am referring to here is the /ibido sciendi — the passion for learn-
ing and the taste for the game of knowledge. This is to be understood
in a double sense:
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On the one hand, the functioning of the production of knowledge
by means of knowledge requires a cooperation between agents
that is much deeper and more continuous than the simple coor-
dination achieved by the Smithian or Durkheimian technical and
social division of labour. Neither material interest based on market
exchange (Adam Smith) nor the satisfaction of exercising a role
in the immediate social hierarchy (Emile Durkheim) explains the
sharing of implicit knowledge, as opposed to the sharing simply
of knowledge objectified in databases. The more the elements of
objectified knowledge come to be absorbed by cyber organisa-
tion (hardware, software, databases), the more irreplaceable the
role becomes of sharing in networks, of collective creative intel-

" ligence, of attention and of the management of the fuzzy logics

®)

of language, which prove to be strategic resources. Thus the
question of motivation is no longer simply that of the conditions
that will encourage people to coordinate with each other in hetero-
organisation, in other words in organisations structured from the
outside and without the active and continuous consent of their
members. Rather we have to ask: what are the conditions under
which one can produce - via global institutions and mechanisms
— self-referential and self-developed global organisations, in which
individuals and collectives can cooperate and innovate? At that
point the question of motivation shifts to the following terrain:
what is the motivation that sustains collective intelligence? This
is what is discussed in P. Lévy, I. Nonaka and Eric von Hippel.
We could sum up the position by using the very expressive image
offered by Maurizio Lazzarato in Puissances de ’invention: if pro-
ductive activity becomes essentially a cooperation between brains
linked in networks by computers and the Internet, what is it that
motivates these human brains that are interacting with each other?
Certainly economic interest and a drive to domination continue to
guide human action, both in society and in the workplace, but as
motivations they are insufficient to explain why researchers work
on discoveries, why artists work in the performing arts, and why the
developers of free software toil at their computers day and night.

On the other, less psychological side of things, the innovating
human activity of cooperation between brains in the digital era
produces — in science, in art, and in the collective forms of social
bonding — new and impressive deposits of positive externalities
for enterprises, in other words free labour that can be incorpo-
rated into new mechanisms of capturing and formation.
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What we are seeing, then, is a convergence around the hbido sciendi
that may well turn out to be far more innovative (and hence effica-
cious and creative of wealth in a knowledge-based economy) than
the other two resources of lbido captured by industrial capitalism.
But this same /ibido sciend:, this desire to understand the complex
and to act on it, proves as capable as lbido dominandi when it comes
to forgetting the question of mediocre material remuneration. In the
case of production of the living by means of the living, the proud
Promethean impulse to become masters of creation and producers of
human life is a very powerful driving mechanism, which laboratories,
motivated by very economic interests, are moving to capture in the
name of profit.

But in this game, which seems already to have been played, a crucial
element arises that has been sidelined by the power of the material
organisation’ of industrial labour: the importance of confidence and
its fragility, or volatility. The management of the immaterial (crea-
tive resources, organisational and institutional resources, human
resources of intellectual capital) requires a high degree of coopera-
tion, of ‘involvement’ of the person and of the brain (and no longer
simply the mechanical and schizophrenic body of machine-based
capitalism). Now, it-has to be said that this ‘involvement’ cannot do
without confidence, trust and faith.

One of the great strengths of capitalism — cynical, we must admit,
but also terribly effective — had been its willingness to govern, by
means of the wage system, only the use of physical labour power, by
mobilising only the body of the employee, by claiming from him/her
only a limited and strictly framed initiative. Certainly the brain as a
mechanism for coordinating movement — the primitive brain of the
medulla oblongata and the reptilian part — was necessarily mobilised,
But the mobilisation of affects, of the cerebral lobes, was extremely
limited. Worse, it was considered to be a spoiler and a source of
dangerous complications. What would happen if the workers ever
learned to read? The British, with their great practical sense, went
straight to the point and, already during the reign of Queen Mary
at the end of the seventeenth century, banned Irish Catholics from
learning to read, on pain of death. Then, when, by a thousand ruses,
these same Irish had learned to read and write, they simply banned
them from going to university, until 1851. And supposing masses
of waged workers suddenly started going to university? Well, that’s
exactly what happened. As Carlo Vercellone has correctly pointed
out, cognitive capitalism, in which we include its impressive informa-
tion technology apparatus, is the historical product of a profound
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movement of working-class rebellion. This took various forms of
refusal of work (absenteeism, sabotage, wildcat strikes), but mainly it
fed a continuous pressure for the democratisation of access to univer-
sities and institutes of technology.®

The capturing of the cooperation of brains today cannot be
achieved without a reduction in overly authoritarian forms of
command. Nor can it be obtained without trust. Hence the prolifera-
tion of mechanisms to ensure employees’ loyalty in the digital sector
~ mechanisms that are perceived as yet further stressful elements and
as an intrusion in the private lives of individuals and groups. I have
addressed this topic extensively above,

9 The challenges of free software as a model of production

The production of free software has attracted the attention of econo-
mists. Its non-profit character was an enigma that Lerner and Tirole,
in a classic article,% proposed to reduce, by a conventional technique
of absorption into the neoclassic model, to a maximisation of utility
deferred in time. If developers work for free today, it is because they
are hoping to increase their reputations,-so that tomorrow this may
result in better paying jobs. So everything goes back to normal. There
is no place for altruism, and the sacrosanct postulate that somo eco-
nomicus is only driven by the prospect of gain remains unchallenged.
Too bad for the results of our empirical investigations into long-term
trends during the past decade.5’

Yet the social and economic phenomenon of the free [libre], with
the ‘commercial’ triumph of the Apache software for professionals
servers and the increasing market penetration of Linux compared
with Windows, seems to illustrate almost paradigmatically what
Renaud Sainsaulieu, in the last book he wrote before his death,
called the creation of ‘intermediary institutions’.%® This is what
we mean in economic language when we talk about the beginning
of a true model of production. This applies at the level of new
social forces, and also of the social division of labour and of the
rationality of economic agents, which thus finds itself invented
and promoted, and at the level of forms of identity not to work,
but to a work that has very much changed in terms of content. On
the institutional terrain of property rights and of the conditions of
consolidation and reproduction of the major innovations they rep-
resent, the free software model and the movement known as ‘open
source’®” (whether free access or public archives) are a major social
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innovation, which has largely survived the bursting of the bubble of
the new economy.

If ‘living at work is to live in society; and if the construction of such
relationships is called institution and not just organisation’®® — then
we are in the presence of a genuine creation, of a truly emergent insti-
tution, and not simply of a microeconomic modality of organising
industrial work. This institution (which is at the same time an activ-
ist movement) is consistent with new typologies of companies that
have emerged since the 1980s: the firm as an ‘empty box’ without
factories, as described by Peter F. Drucker;®® the quasi-firm or the
network-company; and the cognitive firm, broadly described by
Tkujiro Nonaka and Hirotaka Takeuchi’® — in other words it moves
towards a profound transformation of the American firm of Alfred
Chandler,” of the bureaucratic firms of William Baumol and of the
Japanese firms of Masahiko Aoki.”?

This ‘small’ transformation that governs people’s relationship with
work in the era of new information technologies, in communities of
practice, heralds a new grand transformation, a major transformation
of society, because it has a direct impact on the key institutions of
capitalist production (the markets, respectively, of commodities, of
capital and- of labour, especially in the relation between market and
non-market production).

The socio-technical analysis of ‘new’ products appearing on the
market may have many surprises in store and may lead well beyond
‘marketing’, to generate implications in terms of organisation, and
then of institutions. Taking a glass of water, a diamond, or a pin as
the starting point for reflections about the nature of value is not the
same thing as starting from a book. Gabriel Tarde showed this in his
Economic Psychology.”> A watermill, 2 book and a train: all represent a
paradigm shift in the organisation of society and its representations.
If we look at -the scene today, with the very powerful computers at
the Massachusetts Institute of Technology (MIT), the network of the
Internet, informatics, the digitisation and storage of information, and
the objects or products that constitute an articulated ‘socio-technical’
system of teclinical inventions and of practices of appropriation of
these innovations, software can be seen as the concentrated essence of
the new information technologies. They constitute the immaterial part
of the computer; they intervene in the machines of the old industrial
system. Software is therefore a symbolic and strategic knowledge-good
of the immaterial economy and of the new capitalism based on inno-
vation and the production of value. The following box summarises
some of the indispensable elements as far as software is concerned.
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Box 3.1 On free software and the GNU/Linux operating
system

First a few words about the nature of software. Software can be
defined as an ensemble of activities related to the design and use
of electronic computers (codification, organisation, analysis, pro-
gramming). It comes in two forms: the first is the digitised binary
runtime version of its program, which does not allow the user
access to the instructions (this is known as the compiled version)
and the second, called source code, allows anyone with a knowl-
edge of computers to read the sequences of operations and to
modify them where necessary, We can thus define software as a set
of instructions for a computer or electronic machine — instructions
that are written in a programming language.

- But a given piece of software is not just a program, To para-
phrase the received international definition, a computer program
is a set of instructions that, once entered into a machine capable of
processing data in a medium readable by that machine, will make
the machine indicate, accomplish or obtain a particular function,
task or result. The notion of software includes, in addition to the
program so defined, the description of the program, its supporting
documentation and the ‘preparatory conception material’. So the
frontiers of software are not precisely defined. They are liable to
stretch, sometimes very widely. This characteristic suggests that
software is much closer to a knowledge-good rather than to an
information-good, which can be reduced to data already complled
in binary fashion and perfectly delimited.

Certainly, all software contains an informational component
from the fact of its (binary) digital nature, which means that it can
be duplicated and transmitted at almost no cost, thanks to the new
information and communication technologies. However, this is
not the only significant point.

Indeed, an additional factor in refining the categories is that
software has a hybrid character because of its threefold comple-
mentarity:

1 Complementarity with hardware (equipment, machinery): soft-
ware is thus an ambivalent good that can be materialised on
a number of media (floppy disc, CD-ROM, etc.). It comple-
ments the hardware, ‘the totality of elements constituting an
electronic computer’.
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2 It has to be activated in combination with werware (brain activ-
ity, attention, life), in other words both with the attention of
the brain that appropriates it and with the degree of training
and activation of knowledge and skills that makes possible the
handling of this particular tool.

-3 Finally, software can only operate in conjunction with netware
(the cooperative network) within which it is always activated
and without which it loses a large part of its interest.

If we want to summarise the full range of functions carried out by
a piece of software, we can give the following simplified defini-
tion: software is a suite of codes interpreted by a computational
medium giving meaning to human utilisation. However, we
should not forget that two levels are combined in software: it
is both the program — the totality of the source code — and the*
executable (usually known as ‘compiled’) form of the program.
For the standard user with no computer skills, only the second
level is important. Once all this has been established, pieces of
software are distinguished by the rights that govern their forms of
usage and sale. '

Proprietary software is software the source code of which is not
generally accessible and usage of which is subject to restrictions;
distribution of the original, the making of emended versions,
modification and redistribution are prohibited. It may be a level
1 software (operating system) or level 2 (application software). It
usually takes a material form; but, when the program is download-
able in return for a payment, then it takes an immaterial form,
yet without ever eliminating the flow of digital information that
ensures its transmission. It is generally durable. It can accommo-
date several types of usage. '

Then there are the software packages known as ‘freeware’, the
code of which is not accessible, and as ‘shareware’ (proprietary soft-
ware whose use, after a free trial period, is subject to payment to its
creator). Public domain software (‘open source’) is not subject to
copyright legislation. It belongs to nobody, and anyone can become
its owner. It can then become the basis of proprietary software.

Free software, on the other hand, is software provided together
with its source code (its program), giving all persons the right to
use, copy, modify and freely distribute it (including in modified
versions). It can be marketed in an executable version, but it is
always possible to read its source code. Often it is available for
downloading from a website, or it may come as a CD-ROM copy.
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Free software may be free or not, but, since it grants its users
freedoms such as to run the software, to study or even change it,
and also to copy and distribute it, it is always possible to obtain
it for free. When free software is paid for, the price generally
includes services associated with its distribution and installation.
The principal free software is the GNU/Linux system, and at this
point it would be worth giving a brief sketch of its history.”

10 Free software: A model of production
A model of production needs to fulfil three conditions:

¢ It has to present, at a micro-economic level, specific mechanisms
of functioning, especially in terms of the division of labour, and
also as regards the organisational forms in which they occur. We
have explored these aspects extensively above.

*  One also needs to identify the emergence of an overall macro-.
economic structure in which the effects produced by economic
agents become compatible and can be regulated between each
other. This too we have discussed at length. =

»  That leaves the third condition: for free software to function as a
model of production, it needs to be the bearer of a set of values
and representations that intervene at the two preceding levels,
both to define the type of rationality of the agents and to validate,
at a collective and social level, the tradeoffs that govern property
relations and the market or public convention.

Any sociologist would object that such a statement is not clear about
the role of representations and actors in this intermediary institu-
tion. It lacks in effect the new values of which the productive models
are bearers, as well as the elements of legitimisation and inscription
of behaviours in the legal system, without which there can be no
institutionalisation of innovation and accumulation of social change.
Now let us ask the question: what alternative values does the ‘system
of the free’ create?

It is more than just a neutral technical operating system. As shown
in our short history of the GNU/Linux system in Box 3.2 below, the
motivations that drive the developers of free software and its devotees
go far beyond mere ‘consumer interests’ or a desire to earn money.
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Box 3.2 The history of GNU/Linux free software

Linux, or more exactly GNU/Linux, is the most widely used free
operating system in the world. It can be used with any hardware
(Mac, PC, Amiga, Sun, etc.).

The concept of free software was created by Richard Stallman,
in the 1980s, for ethical reasons. In 1971, when Stallman began
his career in the Artificial Intelligence Laboratory at the MIT,
computer ‘hackers’ and researchers in the biggest American uni-
versities were using basically free software. The computer com-
panies were distributing proprietary software and sometimes also
free software. But gradually they began to impose proprietary soft-
ware, even going to the extent of privatising what had previously
been free code. The creation of the Sun company in the 1980s, by
taking advantage of loopholes in software copyright, symbolised
this movement by privatising software of the world of Unix.

However, it still remained possible to find free applications.
One day Richard Stallman had a problem with a Xerox printer.
He found that he was unable to add a supplementary function to
the program because he did not have the source code. A fellow
researcher had the code, but he could not pass it over to him
because he had signed.a non-distribution contract with the Xerox
Corporation. In Stallman’s opinion this person had not respected
the ethics of the computing community because he had made an
immoral promise to deny to others what he wanted for himself.
Instead of continuing his computer career in the university and
of signing non-diffusion contracts, he decided to resign and then
devote himself to writing a free operating system, thus preventing
the university from being able to file patents on his software to the
detriment of users, At that time the community of hackers was
going through a hard time, being unable to resist the financial pro-
posals of companies that were producing only proprietary software.

By the start of the 1980s almost all the free software had become
proprietary software. Those who held the rights on them were thus
able to ban’all cooperation between users. So in 1983 Stallman
developed a project called GNU as a way of restoring the coop-
erative spirit that had previously prevailed in the community of
hackers and researchers. GNU is an acronym: ‘GNU’s Not Unix’.
In January 1984 the idea began to take shape, and in October
1985 he founded the Free Software Foundation (FSF) to develop
a community of active users who could finance themselves by
selling CDs with free software or by receiving donations.
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The GNU project has made it possible to develop a complete
system of free software. Three specific freedoms are upheld: (1)
the freedom to copy and distribute the program; (2) the freedom
to change or improve it, through access to source code; (3) the
freedom to distribute a modified or improved version in the com-
munity.

The first step of the GNU project was to build an operating |
system of the same name. This software is the central element of a
computer, making it possible to use that computer independently
from the applications programs and the management of peripher-
als (printers, disk drives and the rest of it). An operating system
consists of a core, but it also includes compilers, editors, text
formatters and e-mail software. Writing a complete and coherent
operating system is a nécessary prerequisite if one wants to keep
one’s freedom and independence in the face of proprietary soft-
ware. This took a number of years. The initiators of the project,
basically Richard Stallman, decided to' make the operating system
compatible with the Unix operating system, because the latter had
already proved itself and because this compatibility would make it
easier to make the transition from Unix to GNU.”>

By the early 1990s all the major components had been written,
except the kernel. A free kernel, Linux, was then developed by
a Finn, Linus Torvalds. This work of elaboration and develop-
ment of free software was made possible via the Internet. Mailing
lists and bulletin boards then made it possible to multiply and
internationalise cooperation between computer people, but also
between passive and active users, the former testing the software
written by the latter. The combination of the Linux kernel with
GNU software created a complete operating system: a system
based on GNU Linux (GNU/Linux). Richard Stallman estimates
that there are 20 million users of GNU/Linux systems, including
companies such as Debian, Red Hat, Mandrake, SuSe. '

This encounter was also the meeting of two different worlds,
which existed side by side throughout the 1980s: that of informa-
tion processing in the Unix world, using big machines, and that
of computer ‘hackers’ in the world of personal computers (PC).
The launch of Apple and International Business Machines (IBM)
personal computers (PCs) in the early 1980s had contributed to 2
democratisation of computing by making it financially accessible
to millions of people. But users soon found themselves faced with
the impossibility of reading or modifying the source code of the
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operating systems. The contribution of Linus Torvalds was to
have unified these two worlds by taking the GNU tools of the Unix
world, which up until that time had only been usable at work-
stations and on expensive computers, and by putting them onto
PCs. This was only possible through the creation of a kernel that
could be compiled both on workstations and on PCs.

However, the GNU project was not limited to operating
systems. It also extended to applications software (spreadsheet,
word processing and so on). In addition, it sought to provide
software for users who were not computer experts, in part by
developing ergonomic graphic interfaces, but also by develop-
ing games; and this also involved providing documentation and
software user manuals, which were free too. For Stallman, this
was another essential element in the development of free software.
Free software cannot exist without a manual that has to be free as
well — in other words appropriable by everyone in order for anyone
to improve it, to make it better.

Free software began its spread in 1997, and since 2001 that
spread has become massive. Free software, far from ending up as
a marginal addition to the system of proprietary software, is fast
encroaching on the latter’s domain.

The Apache free http server has succeeded in winning and
holding onto a 60 per cent market share of Internet servers. It was
also estimated that, by 2002, Linux had a 30 per cent share of the
worldwide server market. Because it is distributed free, it is hard to
know the percentage of users of free software. But the expansion
of ancillary support structures for free software and of the services
associated with them (especially Red Hat, which offers ‘hot line’
assistance) suggests a very rapid growth.

It is worth noting that many large private companies (I’Oréal,
Total-Fina-Elf and Walt Disney among them) and government
departments (such as the French Ministry of Culture or the South
Korean government) have switched to the GNU/Linux operat-
ing system (and, soon, the German federal government will do
the same). In 2001 IBM spent a billion dollars on research and
development in GNU/Linux, and recently the company decided
to install free software on its computers, making this a central
pillar of its strategy. It was computers running GNU/Linux that
did the special effects for the film Titanic. The share of free soft-
ware in Internet access is still very_modest (less than a few per
cent currently), but it is still a vital part in the basic functioning of
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the Internet (especially the http protocol) and more generally in
enabling interfaces between internet service provider (ISP) equip-
ment, messaging, ‘proxies’, applications servers and development
platforms. In the auto industry or in the avionics industry and
equipment — in short, in industries that incorporate information
technology directly into their products — the use of free software is
predicted to spread rapidly.

The success of free software derives not only from the fact that
it is quasi-free, but above all from its quality. To date, all available
empirical studies have reported the superiority of the GNU/Linux
operating system over Windows N'T. The main limitation — but
this is progressively being solved — is at the level of interface and
applications software.

For standard economists, the success of free software raises a
serious paradox: market exchange turns out to be less efficient and
more expensive than cooperation outside the market.

The practitioners of free software, and also its supporters, who do not
necessarily have the computer skills to feel the scientific need to use
it, form a community, the so-called ‘open source community’. It has
its advocates, its non-governmental organisations INGOs), its unions
and its lobbies — or rather its counter-lobbyists — who seek to dissuade
government authorities from bowing to the pressures of industrial
interest groups promoting the ‘patenting’ of software or the installa-
tion of proprietary standards through the provision of free hardware.
Supporters of free software broadly overlap with proponents of a
dual independence of the Internet network, from national states and
from international organisations, in a context dominated by inter-
state interests and private sector companies that follow Microsoft.
The ‘job identification’ characteristics of these network activ-
ists are nowadays quite identifiable. They do not like hierarchy or
the market, at least not the market as it exists in the old economy.
They are committed to values of de-centralisation (see the famous
compariscn made by Raymond between the centralised cathedral
of the industrial division of labour and the bazaar of the Net),’®
freedom, sharing, and to the denunciation of Microsoft’s monopoly
and of intellectual protectionism. Some display anarchist leanings,
others defend a kind of cyber communism, while others such as Eric
Raymond are libertarians of the right. The birth of the ‘open source’
movement in 1999 signalled a diversification in the culture of the
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free [culture du libre]: managers of large companies who had rallied
to the generalisation of non-proprietary software standards, both for
reasons of efficiency and innovation and as part of an anti-monopoly
drive against Microsoft, began to distance themselves from support-
ers of a resolutely non-commercial culture of the free.”” Lawrence
Lessig, a radical and determined supporter of the free, who sat on
the board of Richard Stallman’s Free Software Foundation, was less
severe than the grand wizard of the GNU"® towards Raymond and
the supporters of open source.

The Finnish writer Pekka Himanen” was dissatisfied with the
opposition between the creative, progressive, de-centralised bazaar
model and the hieratic, rigid and conservative model of the cen-
tralised cathedral. He set out to show that the hacker ethic of the
supporters of the free was in the process of completely overturning
our conceptions of work. He set about a serious displacement of the
constitutive models of the normative representation of work. For
Himanen, this involves invoking the model of the Platonic Academy
as a means to generate innovation and knowledge among peers. It
replaces the two major components upon which the paradigm of
labour has been built under capitalism:

1 that of the Catholic monastery during the period of the reform
of the regular clergy in the eleventh and twelfth centuries, which
provided the real model of the collective division of labour, with
its base in voluntary obedience and subordination of the activity

* of the individual. These elements were to be decisive in establish-
ing the wage model of labour, whereby subordination to a collec-
tive ensemble replaced the model of a personalised relationship
between a serf and a lord;®° ‘

2 the other major contribution of religion to the model of work is the
better known notion of the Protestant ethic of capitalism, which
offered the model of the individual and of the legitimacy of profit -
and accumulation of money as capital. Pekka Himanen’s thinking
is complemented by the ideas of Maurizié Lazzarato. In Puissances
de Pinvention, the latter speaks of the reinstatement of values of -
creativity, autonomy and creative repetition at the centre of the new
work paradigm of cognitive capitalism. That this is the object of not
disinterested afterthoughts is obvious; but the fact remains. Work
comes to dress itself in the clothes of the artist or of the university.
The values of creativity only become capable of being exploited by
an intelligent capitalism to the extent that they were promoted as a
value, first experimentally and then as a norm of living.
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Table 3.2 Changes in the paradigm of work.

Industrial capitalism Cognitive capitalism
The representations The monastery The academy: peer
and institutions of The organisation of large recognition
human activity numbers in voluntary
compliance

~ The Protestant ethic of
capitalism: the
individual and
legitimate profit

Microeconomic agents Abbey The hacker
Local levels ‘ The Individual The creative individual
" The contractor Voluntary membership
Calling groups
Networks
Macroeconomic Market and money Networks
systems The company Enclosures by -
Hierarchy government
intervention
Values Money Passion
Work Freedom
© Optimality Social value
Flexibility Opening
Stability Altruism
Selfishness : Pleasure (Do what
Control of outcomes thou wilt) of the
Abbey of Thelema
Creativity

Table 3.2 summarises this change of values around human activity
that follows from Pekka Himanen’s theses.

What interests us here is not the item-by-item validity of the overall
diagnosis, but rather the fact that, starting from the social phenom-~
enon of the free, we have the elaboration of an alternative proposition
for the global representation of identity and of work. This proposition
also brings to light different characteristics of the relationship to time
and money.

The values promoted by the members of the communities of
the free, but also by everyone who works cooperatively in digital
networks, form a ‘culture’ — in the Anglo-Saxon sense of ‘cultural
studies’, and not in the rather Latin sense of adhering to values that
are already strictly defined in political and ideological terms. These
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values range from peer recognition, the constitutive model of the uni-
versity, to a variant of individualism that is not possessive but rather
constituted within the cooperating collective or the creative environ-
ment. In other words, the ‘hacker’ individual is closer to the creative
artist and the ivory-tower professor than to the risk-taker or the pos- -
sessive individualist. The hacker manifests an individuality similar
to the one that occurs in voluntary membership of a group. But, as
we have seen, this is not a question of subordination to a binding
structure, even if the community is continuously giving itself rules of
living related essentially to digitally equipped action. Strangely, the
fact that society is now omnipresent at a global level means that any
specific and dedicated rule passes only through the production of
community. The more society becomes commodity-based (whereas,
at the time of Polanyi, it seemed capable of ‘embedding’ the eco-
nomic), the less it manages to fulfil this role of ‘embeddedness’. It is
then the community that serves as a bulwark against the domination
of market values. It is the community that offers a space propitious
for the creation of common goods.

This community rests on the highest attainment of societal
modernity, namely the digital network. In the thinking of Ferdinand
Toénnies, the community is the opposite of the public norm, which
could not constitute itself except in society. There, it is the commu-
nity of users of the free that becomes the space for the development
of new common areas and a meeting place for defenders of public
policies.

Core values have become crystallised in the representation of
human productive activity; and thus in what the society of industrial
capitalism labels and regulates as work. Those values are money,
finding the optimal use for resources, obedience, the stability that
may be acquired in exchange for subordination and the character-
istic that jobs are determined in advance by someone else. These
values have been built over the course of several centuries. There is
nothing ‘natural’ about them. The Greeks and Romans would prob-
ably not have understood this combination and would have found
it strange.®! What appears with the free software communities and,
more generally, on Internet discussion lists, in the area of ‘peer to
peer’ production, is almost the exact antithesis of work as it is codi-
fied in the world of industrial capitalism: its quality of being free; a
hedonistic passion for free activity and cognitive play; an avoidance
of subordinated work; and freedom and recognition among peers.
These values imply the disruption of relations between the private
sphere and the sphere of work that is commanded, either directly (by
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a boss) or indirectly (by the market). What we are seeing is a rein-
statement of utilitarian altruism (in other words, the pursuit of the
happiness or utility of the greatest number of people).®?

Of course, it§s values had never completely disappeared from the
overall picture of activity in society. At the margins of industrial
waged labour or commercial activity stood the artist and the scholar,
whose motivations and values were recognised as an exception — and
the exception that proved the rule.

But in cognitive capitalism, when the issue is how to capture crea-
tivity as a general model of activity and of subordinated work, we
find that these values are brought back to the centre of gravity of the
model. The cognitive division of labour shapes society on the model
of the Abbey of Thelema in Rabelais: ‘Do what thou wilt.” Its referent
is no longer the Calvinist model of profit, or the model of the secular
monastery. In modern industrial society, where once one worked for
the glory of God and for the church [pour le compre de I’Eglise], now
one works for . . . another [pour le compte d’autrus) . . . and for one’s
own bank account [pour son compte . . . en bangue] . . .|

But-have we not perhaps drawn too idyllic a picture of this third
capitalism, which has turned to its advantage what Luc Boltanski
and Eve Chiapello, in Le nouvel esprit du capitalisme, call ‘artistic cri-
tique’?®® Are we not swimming in some kind of utopia? Not really.
Like the revolution dear to Mao, the third capitalism is not exactly a
gala dinner. As we shall see in the next chapter.
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New capitalism, new contradictions

In Chapter 2 we emphasised the inadequacy of current theories of
transformation, which forgot the capitalist nature of the information
society and of the knowledge-based economy. However, in outlining
the possibility of its liberating nature as compared with industrial
capitalism, are we perhaps taking the path of neoliberal apologet-
ics? In this chapter I shall limit myself to highlighting two features
that make this cognitive capitalism as unstable a system as the two
types of capitalism that preceded it. The first is the omnipresence of
exploitation, albeit an exploitation that has nothing miserablist about
it. The second is the highly antagonistic nature of the new type of
social relations and of relations of production that it engenders. This
feature is apparent in the open confrontations unleashed in the past
fifteen years over the issue of property rights, which some writers are
calling ‘the battle of the new enclosures’. We also find it in a systemic
crisis of the wage system.

1 Exploitation at degree 2

If we are still in a relationship of capitalist production, but a relation-
ship that differs from the one that Karl Marx described for industrial
capitalism (and also for slave-owning capitalism),! then it would have
to be accompanied by a specific form of exploitation — especially if we
want to get out of the tautological definition of the particularity of
the use value of the proletariat. The latter is usually characterised by
the fact that the consumption of its workforce produces beyond the
labour that is necessary for its reproduction. How are we to redefine
the nature of this additional value (surplus value, as they used to call
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it) in cognitive capitalism? At the stage of the real subsumption of
labour under capital, is the-activity of living labour no more than the
muscular energy expended in order to transform matter? This seems
a rather unsatisfactory conclusion, because Marxian abstract labour
is not a biological invariant. Viewed in different terms, while the
abstract and living labour we have described is complex, does it not
become reducible to sophisticated machines and to science objec-
tified as labour process? As we have seen, this is not a solution either.

There is, however, a way of getting out of this aporia that, in
passing, commands the explanation of the genesis of the production
of surplus value in spite of the growing dimension of dead labour —
in other words of accumulated capital. The solution is to split living
labour into two, and to assume that — alongside living labour as an
expenditure of energy that will be partially consumed and crystallised
into new machinery in the following cycle — there is a living labour
that continues to exist as a means of production throughout the cycle,
In other words, this living labour is not destroyed as an intermedi-
ate consumption. It is consumed as bodily energy, certainly, but it
also develops as a means of production of living as living labour. It
builds itself as a skill, as a know-how resistant to its reduction to pure
human capital that can be objectified.

This situation corresponds to a definition of production in cogni-
tive capitalism whereby the latter produces ‘living labour by means
of living labour’ or ‘knowledge by means of knowledge’. This is what
one finds in writings that attempt to construct a concept of ‘direct
added value’. A distinction is made between consumptions incorpo-
rated into the flow of wealth and destroyed as a'means of production
surviving a given cycle, and consumptions that are not incorporated
and become the lLiving capital of the enterprise. This addition of the
adjective ‘living” to the word ‘capital’ (which is generally associated
with dead labour coming out of the previous cycles of accumula-
tion of surplus value) we have already encountered in the concept
of ‘intellectual capital’ as it has been taken up by Californian econo-
mists and managers, who are effectively doing Marx without knowing
it. For our part, we shall extend this notion of living capital to other
large organisations (public administrations), and also to industrial
agglomerations (districts) and, more generally, to a given territory —
particularly to the urban as a producer of technopolitan externalities.

We can therefore specify more precisely the preliminary defini-
tion of cognitive capitalism that we gave in the previous chapter,
Mercantile and industrial capitalism were interested in the consump-
tion of labour-power in a context where its setting in motion through
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Table 4.1 Exploitation of manual labour-power and of invention-power

Nature of the Labour-power Invention-power
abstract labour that
is the bearer of value

Characteristics Consumed in the Deployed in the process
of the elements production process of production and
consumed in the and incorporated accumulated in the
production process in the capital worker
represented in the Living labour
subsequent cycle maintained as living
labour and intellectual
capital

Type of exploitation Exploitation at degree 1  Exploitation at degree 2

machines (money as a means of production confronting the slave or
the waged worker) was capable of producing more than the cost of its
replenishment (necessary labour). In order for surplus labour, which
is the source of surplus value, to be extracted, it was necessary for a
living labour-power to be consumed. Therefore it was necessary for it
to be transformed into a wage dedicated to the reconstitution of the
biological and cultural potential of the workforce, orinto profits that
could be accounted for in the next cycle, as new machines. In cogni-
tive capitalism, if one wishes to exploit collective intelligence, it is not
enough simply to put ‘workers’ together, What is crucial is to avoid
this perfect objectification (reification or alienation) of invention-
power in the work process or in the product.

Naturally, both these forms of exploitation can coexist in the same
activity. Table 4.1 summarises the difference between the exploita-
tion of labour-power and that of invention-power. The specificity of -
cognitive capitalism is, as we have said, that it derives its legitimacy
from the specific nature of its accumulation. What is the quality of
this accumulation? It is the fact that it depends mainly on the exploi-
tation of degree 2. When the profitability of a given capital, invested
in productive activity, comes almost exclusively from the exploitation
of degree 2 (in other words, when the exploitation at degree 1 can be
reduced to its simiplest expression), we have arrived at a full deploy-
ment of cognitive capitalism. Over and above being a stabilised
regime, a mode of accumulation, capitalism is a tendency towards
transformations in the mode of exploitation. -

The more the form of exploitation at degree 1 encounters difficul-
ties in its implementation — as a result of organised resistance on the



New capitalism, new contradictions 95

part of the workforce or as a result of its desertion of the privileged
places of exploitation at degree 1 (in particular the factory) — the
more we find capital intent on achieving exploitation at degree 2. The
struggles of the African slaves on the plantations and the resistance
of the poor to proletarianisation precipitated the crisis of mercantilist
capitalism and the forceps-birth of the large Manchester-type factory,
The same is true in this second transition-of capitalism. The transi-
tion to cognitive capitalism occurs most rapidly at the points where
the pressure on industrial capitalism’s relations of production is at its
strongest.

One might think, as a first- approximation, that there exists between
industrial capitalism and cognitive capitalism the same kind of rela-
tionship as that described by Marx between a regime of extensive
accumulation based mainly on the extraction of absolute surplus
value? and a regime of intensive accumulation relying mainly on rela-
tive surplus value.®> Thus we would simply have a sophistication of
the mechanisms of industrial capitalism for the extraction of relative
surplus value, thereby heading towards a kind of hyper-industrialism.

However, the distinction we are making cannot be reduced to
this canonical distinction. For one simple reason. Absolute surplus
value and relative surplus value are antithetical. The one grows at the
expense of the other. However, the exploitations at degrees 1 and 2
can coexist. Worse, they sometimes reinforce each other.

If we take into account the question of the freedom of dependent
work, as we began to do for the long period of primitive accumula-
tion,* which is not a simple prehistory, and if we combine that with
a possible duality of exploitation, we see the emergence of very
distinct figures of workers, as outlined in Table 4.2, The slave and
the serf are exploited at degree 1. They represent a particular mode
of exploitation at degree 1, one in which the capitalist (merchant
and financier, along with ‘the planter, Junker and Boyar)® reacts to
the employee’s endemic breaking of the contract of engagement by
assuring himself of the temporary or permanent ownetship of the
employee’s person. On the other hand, the free waged worker of
industrial capitalism, as studied by Ricardo and Marx, is exploited
inasmuch as he is labour-power consumed in the cycle of produc-
tion. His invention-power (which never disappears) is exploited only
marginally. Or rather it is reduced, pillaged and incorporated into
the operating system of machines. But, ever since the invention of
collective work in the monastic orders of the eleventh and twelfth
centuries, the invention-power of a significant number of workers has
been the object of specific forms of exploitation. The clerks employed
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Table 4.2 Typology of manual labour-power and invention-power.
Bold indicates the dominant characteristic

Case Exploitation Exploitation Freedom Figure
at degree 1 at degree 2

1 Yes No No Slave, serf
2 Yes No Yes Manual worker
3 Yes Yes No Employed clerk
' Functionary
Wage-paid artist
4 Yes Yes Yes Secular. The poor.
4a Yes . Yes Yes Cognitariat
Pronetariat
5 No No No
6 No Yes or no Yes Self-employed and
- : independent
7 No ) Yes ‘No Cognitive worker
" dependent on the
‘ market
8 No Yes Yes Creative, free

cognitive worker

\,

in the ecclesiastical courts of justice are a case in point. The monks
worked with their hands, and they produced the material surpluses
(on which the accumulation of the Catholic and Orthodox churches
was built) all the more rapidly as they had eliminated offspring, and
therefore inheritance (we find something similar in oriental regimes,
which employ eunuchs as functionaries in their upper administra-
“tion). But this exploitation at degree 1 is greatly amplified through
exploitation at degree 2. We find the same situation in the case of
artists who work for patrons, who often treat them as servants or as
appendages to their “households’. They enjoy only a very precarious
freedom. If we set aside line 5 of the Table 4.2 (which did not match
any of the listed cases) in order to complete the picture of how things
were before cognitive capitalism, we find that there were cases where
the free activity of the individual provided the means of subsistence
(the case of the self-sufficient peasant who does not involve himself
in the market, but also of the artisan who trades his products) and did
not exploit either manual labour-power or invention-power, although
it mobilised both (this is represented by line 4 in Table 4.2).
This figure is repeated in cognitive capitalism, but with a simple
difference — that here exploitation at degree 2 plays the principal role
(Line 4a).
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With lines 4a, 6, 7 and 8 of Table 4.2, we arrive at figures of
workers who are particularly associated with cognitive capitalism.
A free waged worker, who is exploited just as the manual worker
of industrial capitalism was (especially because he works without
payment for a large number of hours just to manage to reproduce his
labour~power), but whose productive activity involves above all the
exploitation of his invention-power, can be described as being part of
. the ‘cognitariat’.® .

Line 6 in Table 4.2 shows the seif~employed worker who does not
exploit himself in the sense of degree 1 exploitation, but who can be
- exploited at degree 2. Let us suppose that the income he receives
prohibits speaking of the exploitation of his labour-power, which is
reproduced at a larger scale. This does not prohibit him from being
exploited at degree 2, that is, at the level of his invention-power, if he
produces many more positive externalities than he consumes.

Line 7 brings us to another situation: the cognitive worker is no
longer exploited as manual labour-power but is exploited at degree 2,
and, unlike the previous case and the following case, he is no longer
free, because he is dependent, solely at the level of exploitation of
degree 2, on a very particular kind of employer: the dictatorship of
the market.

The cognitive worker of the last line in Table 4.2 is exploited in
the sense of degree 2. But he is no longer a subordinated depend-
ent worker, or rather his bond of dependence has been considerably
loosened. He benefits from a weakened regime of the wage system,
whether he has a job and thus an income for life, or whether in some
form or another he receives a guaranteed income. This shows that
the appearance of a type of exploitation that is specific to cognitive
capitalism generates new segmentations or stratifications of work.
This new social division of labour turns out to be closely related to
the modalities and proportions of the two types of exploitation.

One interesting consequence of this typology is that it brings out
another dichotomy. When you say ‘exploitation’, this implies the
existence of a boss or a beneficiary of that exploitation. In most of
the cases examined in Table 4.2 relating to cognitive capitalism,
there are several bosses. The cognitive worker, the cognitariat, the
freelancer will have many bosses. Those who are the employers at
degree 1 are generally more identifiable than the boss involved in
exploitation at degree 2. There are, certainly, relations of the classic
wage type, where invention-power is exploited by the person who
is the formal employer ~ for instance the large company that files a
patent for an invention made by one of its engineers or researchers.
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But, increasingly, just as the boss who exploits manual labour-power .
becomes fragmented, the boss or reference point of exploitation at
degree 2 merges with the general levels of society.

I have sketched a preliminary outline of the composition of cogni-
tive labour. It is very varied, and it is not without contradictions. Its
internal differentiations repeat at an even more complex level the
old cleavages between free dependent workers, half-free workers and
slaves, as well as those between the poor, the lumpenproletariat, the
proletarians and the working class. We shall return to this in the next
chapter. For the moment we shall look at a powerful contradiction
that pervades cognitive capitalism: the question of the intellectual
property regime.

2 The battle of the new enclosures, or the creeping revolution
of property rights

As one of the symptoms of the scale of the great transformation
through which we are passing, we find that the system of property
rights is becoming very shaky. This is one of the pillars of what people
call the ‘mode of production’, namely the system of property rights
and modes of appropriation of material goods (property law) and
persons (personal law). We also have to include rights over immate-
rial goods (this may be ‘intellectual’ property, but it can also-be the
right of the ‘sacred’ and the ‘religious’) and finally ‘meta-rights’,
which are related to the preceding rights and which govern the
rights of man over nature, over animals, over the earth and over the
cosmos.”
. In the current transformation of capitalism as it proceeds towards
cognitive capitalism, the question of property rights, broadly defined,
plays a crucial role. It would be useful to recall some basic facts about
the issue of enclosure at the dawn of industrial capitalism. I shall then
go on to outline the ways in which the new great transformation of
capitalism reopens the question of enclosures. Next I shall try to show
that this highly contradictory process is precipitated, reproduced and
blocked at the wide level by the diffusion and appropriation of infor-
mation and communications technologies. Finally we shall examine
the two possible scenarios that can be expected.

Technology, conceived of as the study of the state of science and
techniques, can be examined from two points of view: (a) as the
analysis of static and structural constraints that are imposed in the
short term on economic agents, in particular on companies; (b) as
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the identification of the permissive and dynamic conditions of inno-
vation that make it possible precisely to overcome the preceding
constraints. '

If, in the first'sense, the approach of the economist who reasons,
ceteris paribus [all other things being equal], by fixing the legal and
institutional arrangements is acceptable, this is not the case when
we address the question of growth and dynamics. There the inter-
. action of technology and property rights (in the sense of assuming
a variability of the juridical mechanism) plays out fully. Two views
are then possible: either one highlights how the juridical norm, in its
obligatory dimension, constrains the behaviour of agents (whether
optimisers, rationally limited in a Herbert Simonian sense, or altru-
istic); or we seek for the factors that lead to the invention of the new
rule, of innovation — in short, of a constituent power that establishes
new norms. - :

But the choice on offer always has to confront the same alterna-
tive: either to open and disclose, .or to close more (enclosure). If
one remains with a point of view that is. static and obsessed with
equilibrium, one becomes concerned with finding solutions for the
reproduction and maintenance of the stability of a postulated equilib-
rium (disclosure, or resistance to privative enclosure, being regarded
as a factor of disequilibrium and exogenous shock). If, on the other
hand, one moves in a perspective of growth and dynamic evolution,
it is the fact of ‘opening’ that becomes positive: ‘disclosure’ can lead
to solutions of stabilisation or of expansion at a higher level.

The juridical point of view defines, as a set or bundle of property
rights, two levels of provision. The first consists of all forms of the
delimitation of uses, enjoyment of the fruits of, and alienability of,
assets. The second level, no less important, concerns the conditions
for the execution of the rules and norms that determine the usus (the
right to enjoy a good), the fructus (the ability to earn income from it)
and the abusus (the ability to sell without limitation) of every kind
of goods. Here ‘goods’ is understood in the broadest sense, as any-
thing that is the object of a symbolic, social or economic valuation.®
These two aspects are related, because the implementation of the law
(‘enforcement’, in English) is broadly retroactive onto the very form
of the regulation, because a norm or a prohibition, if they are system-
atically ignored, fall into disuse and lose their character of obligation.
The usage of property rights cannot be separated from the particular
form they take. It also depends on the intensity of the obligation con-
tained in their enunciation (custom, rule, law, covenant, convention,
contract).
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Turning now to the economic definition of property rights, we
have the neoclassic definition given by Harold Demsetz: ‘A property
right is the faculty of exercising a choice over a property or a service.”
The term ‘faculty’ should be understood as a legitimate power to
exercise, at least indirectly, constraints on implementation. Certainly
this definition seems to cover usufruct and the ascribable or transfer-
able quality of a good. But, beyond its functionalist character, it has
the defect of limiting the question of property rights to the theory of
choice over a good whose economic character is already established
by law.

I therefore prefer the following broader definition. Property rights
are a body of social conventions and norms that permit the transfor-
mation of what is valuable for any given society, group or individual
into an economic good capable of monetary valuation (price) or
non~monetary valuation (donation), or of a market exchange (private
goods) or non-profit exchange (public goods). This avoids the pitfall
of restricting the analysis of the juridical conditions to the virtual con-
ditions of possibility of the optimising choice of an individual agent.

The issue of property rights and of the juridical and institutional
arrangements that define the nature and extent of property rights
and make it possible to implement them is not always in the fore-
ground. It is not always the subject of a debate or of an economic
calculation. There are two ways of looking at the emergence or the
re-emergence of this question, which is expréssed in the language of
political economy in terms of a taking into account of transaction
costs and information costs. Either we impute it to a growing dif-
ficulty with a given systern of property rights that the accumulation
of capital faces; thus the most dynamic fractions of capitalism desire
an updating in order to modernise social relations in the name of
economic — and indeed social — efficiency. Or, more subtly, one will
read it as an attempt to contain the new forms of social resistance, to
circumvent them or to convert them into new instruments of regula- -
tion. On the first reading, the power of initiative always belongs to the
ruling classes (the employers, or the state) or to the intellectual and
cultural elites. On the second hypothesis, the capacity for inventing -
new rules, new provisions, with a normative vocation is a ‘bottom-up’
process, and the relationship between the economic, the political and
the juridical is more interactive and less functionalist. It is no longer
expressed as a linear and ineluctable internalisation of the objective
‘economic’ coercion.

During periods of regulatory conventions that are long-standing,
the question of juridical property relations does not arise. Apart from
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ongoing technical revisions the object of which is to take stock of the
slow transformations of social customs, know-how and techniques,
the basic constitutive rules of economic activity are not brought into
question (for instance the limitation of private property for the pursuit
of economic objects that are of general interest; or, conversely, the
legitimate character of the market as a means for allocating goods and
services of a universal nature). They seem natural for as long as no
social group or political force challenges them and presses for their
constitution to be reviewed.

What is the reason for this marked comeback of a juridical prob-
lematic within a world capitalism that, as from 1989, seemed to have
eliminated alternatives to the neoliberal market economy? With the
collapse of the USSR and Berlin Wall, had we not witnessed the
triumph, all down the line, of private property and of the market?
The paradox is that, at a time when private property seems to impose
itself everywhere as the inescapable horizon of political economy,
the newspapers have never been so full of legal proceedings and
conflicts over issues of intellectual property rights. In short, we are in
the middle of a period of experimentation with a mode of accumula-
tion that is seeking to find the conditions of its expansion, and of its
consolidation in the face of the new contradictions and resistances to
which it itself gives rise. And, as usual, given this crisis of property
rights, we need to beware of two particular pitfalls. One consists in
underestimating the importance of change and, under the pretext
that.we are still within capitalism, scornfully rejecting analysis of the
changes that are taking place, reassuring ourselves with the old cliché
that ‘there is nothing new under the sun’. The other mistake would be
to reduce the transformation of property rights to a ‘family affair’ of
‘big capital’, an area in which one can change nothing except in terms
of what new sauce they’re going to eat you with. A crisis of property
relations is a serious matter, which pits competing interests against
each other, in battles whose outcome is uncertain. Their resolution
is never written in advance. Now, before moving on to the deeper
reason why cognitive capitalism is synonymous with a creeping crisis
of property rights, let us take a small detour to thé earlier history of
the enclosures movement at the dawn of industrial capitalism.

The first Industrial Revolution (1750-1830), which marked the
abandonment of the mercantile and slave-owning phase of capital-
ism, resulted in a penetration of the market norm into nation states.
A norm that, by the by, was already well represented in the world
economy at the level of international trade. Self-sufficiency shrank,
and artisanal production was partially replaced by heavy industry. But
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the major changes were those of proletarianisation and of the start
of the rural exodus. In order for factories to find the labour that had
been lacking since the times of the ‘poor’ — labour for which they had
had to compensate by building the plantation economy of the South,
through the slave trade and through the slavery of dependent work —
they needed to proletarianise a population that was either peasant or
mobile. Brute force had not been enough, and the erosion of custom-
ary rights (communal lands, grazing rights) took place partly under
the control of the soldiery (the example of Ireland is instructive), but
mainly through the application of technical progress in agriculture
(artificial fodder replacmg fallow cycles; and the enclosure of arable
and pasture land), which increased yields. The gradual commoditisa-
tion of all goods and services, the imposition of taxes in cash rather
than in kind, had increased the pressure for the proletariat to hire itself
to the ‘man with the money’, A new system of agriculture, requiring
the application of more labour and more capital but feeding more
people, gave legitimation to the parliamentary enclosures. This move-
ment of administered enclosures abrogated customary rights by law
and replaced them with a modern property code giving the landlord
the exclusive usufruct of the land, and also the possibility of alienating
it. -But, in parallel, the master’s ownership rights over the dependent
worker was limited solely to the hire and usage of labour, as opposed
to the -abusus, and this resulted in the establishment of the complex
system of free wage labour. We can say that the ‘dumb pressure of
economic relations’- (Marx). had énded up by forming a system of
labour market, plus market of goods, plus capital market, which rel-
egated into second place the violent blows of primitive accumulation
—in other words the long history of plunderings, of partial genocides,
of assorted massacres and of the authoritarian inculcation of a ‘respect
for property’. Despite the revolts, proletarianisation was established
during the Industrial Revolution, all the more so since the peasants
had not consolidated their rights since the ‘medieval liberation’,'°
and because industrial production provided large quantities of poor-
quality consumer goods (textiles) and appeared to offer safeguards
from starvation and destitution. Another key feature, about which I
have written elsewhere!! — the movement of enclosure from above,
imposed by vote in the English Parliament (the ‘parliamentary enclo-
sures’) — had been preceded by several centuries of contractual or
informal enclosures (‘piecemeal enclosures’). These enclosures came
about with the approval of village communities and were a result of a
movement of desertion of villages, unlike the enclosures by law, which
very often were the cause of forced or unwanted (push) migration.
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The transformation of property rights — with the notable exception
of free labour-power (and .of the development of economic public
property, which was to come much later) — heads in the direction
of a unification -of the threefold aspects of ownership, usufruct and
total alienability, which we distinguished above, in their “full and
complete’ form, of which the character of unlimited transferability is
the determining criterion. It is on this basis that private property, or
bourgeois property, was constructed. But after fifty years of theoreti-
cal (followed by practical) liberalism, the nation states quickly rebuilt
the lmits of ‘transferability’ (for reasons of internal security, or for
the preservation of national independence, or for the preservation
of colonial spaces), while the treatment of economic risk led to the
creation of legal statutes that limited liability (an end to imprison-
ment for debt, limited liability companies, joint stock companies).'?
After the crisis of the late nineteenth century and the wave of crea-
tion of monopolies, the economic role of the nation state acquired a
legitimacy that has even survived the neoliberal counter-revolution.
So now let us return to the specifics of production under cognitive
capitalism.

3 The major problem of the production of knowledge goods:
New information technologies are its precondition, but they
undermine the former mode of market valorisation

The specificity of knowledge-goods (as regards their usage, amor-
tisation, enrichment and non-exclusive character) poses two major
problems for the current paradigm of political economy, whether
in its classical or its critical variety. The first problem area, already
discussed in relation to the new economy in the United States,
is the relevance of the overall laws of price theory when it comes
to knowledge-goods, where scarcity is no longer the fundamental
characteristic, and whose nature is similar to that of public goods.!?
Some characteristics of the market of the net economy (in particular
the storage of information about consumers via the use of cookies;
and the virtually zero marginal cost of reproduction of knowledge-
goods and information-goods) challenge the principle of the unicity
of prices and at the same time the re-equilibrating characteristics of
the market.

The second problem area relates to the nature of the assets that can
be brought into the market exchange. The increasingly public char-
acter of knowledge~-goods calls into question the possibility of their
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being able to be produced through the market system. Furthermore,
the nature of the innovations set to work by the new information and
communication technologies (removal of the barriers to reproduc-
tion, and an almost infinite capacity for the storage of immaterial
goods) makes it difficult to create property rights that are capable
of being exercised over the new goods. The enforcement of prop-
erty rights comes up against increasing difficulties — specifically, the
problem of the ‘new enclosures’, the symptoms of which can be read
in the large number of court cases arising out of the copyright status
of music downloaded from the Internet.

Thus the twini paradigm of hierarchy and the market becomes
increasingly inadequate when it comes to theorising the coordination
of agents in complex and living systems, in other words agents who
have the possibility of self-organising, of reproducing themselves and
of cooperating in order to master their milieu. Let us now specify the
general mechanism that prevents the establishment of new property
rights on the model of the enclosure movement that had conditioned
the development of the accumulation regime of industrial capitalism.

Figure 4.1 shows the articulation of the division of labour and state
intervention in establishing property rights geared to the function-
ing of the market in industrial capitalism. All the components of the
market economy regulated by state intervention towards ensuring the
enforcement of intellectual property rights are in line with the division
of labour according to"Adam Smith. Externalities are an exception;
most goods are goods that are divisible, rival and excludable. The
specific problem of intangible or immaterial goods — the fact that they
are indivisible, non-rival .and non-excludable — is regulated by the
attribution, by convention, of a temporary monopoly of exploitation
that is conferred by the system of patents, trademarks and copyright.

Figure 4.2, which should be viewed alongside Figure 4.1, sum-
marises the changes that are typical of ‘cognitive’ capitalism. The
cognitive division of labour is based on the cooperation of brains
working on computers, which are interconnected via a web of digital
networks. It confers on the overwhelming majority of knowledge-

goods the status of quasi-public goods. Furthermore, the diffusion -

of new information and communications technologies among a very
large number of people (a ‘digital multitude’, much more than a
‘digital people’) demolishes the technological ‘locks’ that used to
guarantee, for the holders of intellectual property rights, that it would
be difficult to copy their contents.

Digital contents have become reproducible, with a quality that
increasingly matches that of the original. And this without the
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Figure 4.1 Property rights in industrial capitalism

wearing out of the physical medium, which used to force the owners
of analogue media either to be very sparing in their usage of them
or to restock data several times (vinyl discs, tape and so on). As
Lawrence Lessig (who has written a history of all this) points out, it
is not the first time that industries making their living from the repro-
duction of music content, images and books have had to deal with
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technological inventions. Printing, photography, the piano, radio,
television, video cassette recorders (VCRs), compact discs (CDs)
and digital versatile discs (DVDs) have each resulted in a redefini-
tion of juridical rights.!* But the combined force of digitisation, of
the Internet, of format compression (MP3 for music, Motion Picture
Experts Group (MPEQG), for films and videos), of the expansion of
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delivery power and memory capacity in computers, and of fast inter-
net connections (broadband and high-speed ﬁbre optlcs) has been
unprecedented in history. ~

Moreover, the fact that the ability to extract economic value has
shifted to knowledge-goods that can be immediately coded in digital
media poses a double question. How, in these circumstances, can
one create economic models based on the market? And, in order to
give quasi-public goods the status of commodities, how can one com-
pletely rethink the technical mechanisms of protection against their
continuous divulgation in the public domain by brains that engage in
sharing information and exchange knowledge-goods media through
peer to peer protocols. operating via the Internet?

Certainly what we are witnessing is a massive expansion of tech-
nological protection measures (TPMs), better known by the English
acronym DRM (digital rights management). Against all common
sense and all civic sense, which maintain that the interests of inven-
tors and authors must be balanced against the rights of the public,
we are witnessing — sometimes overtly, sometimes insidiously — a
questioning of the exceptions to copyright monopoly, which are nev-
ertheless so important (education, research, quotation, caricature).
France has particularly excelled at this with the so-called ‘trust’ law
[loi de confiance] in the digital domain and with the DAVDSI (droit
d’auteurs et droit voisin dans la société de 'information [Copyright
and Related Rights in the Information Society]).!® But the European
directive on copyright of 1998, and the no less disastrous directive on
the patentability of software, were drafted in that same spirit,!® and in
the United States Lawrence Lessig went all the way to the Supreme
Court (where he lost), to challenge the law known as the Millennium
Law, which extends the period of copyright to 120 years.

The fierce determination of one sector of the communications and
culture industries to enclose as quickly as possible the new common
good of collective intelligence cannot be denied. We need only refer
the reader to the impressive picture presented by Philippe Aigrain
in Cause commune!” and by Lawrence Lessig in The Future of Ideas
(2001). '

Nevertheless, against all the pessimism, I would argue that the
reactionary virulence of the supporters of Digital Rights Management
and of the bounty hunters of Internet pirates has little future. Why?
Actually, for reasons that have little to do with justice and moral
outrage currently fashionable — unfortunately these do not govern the
world. What are these reasons? The first has to do with the operat-
ing material of the accumulation regime of cognitive capitalism. This
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basically involves knowledge, the resource on the basis of which value
can be built. The cooperation between brains working on personal
computers connected to the Internet needs freedom if it is going to
produce innovation. Google needs the daily activity of hundreds of
millions of Internet users. Even its anti-model Microsoft has been
forced round to this way of thinking, as indeed was International
Business Machine (IBM) before it:!® it came to an agreement with
Linux after having previously excoriated it as a communist devil.

The second reason for the impossibility of a victory of this wave
of enclosures derives from more fundamental considerations: the
digital and its appropriation by the largest possible number of people
is a necessary precondition for being able to recuperate the work of
collective intelligence, to which we have also referred as not directly
commercial pollination work. If we do not allow the digital network
to develop unhindered, the magical productivity of exploitation at
degree 2 very soon evaporates. Due to the nature of the raw material
it exploits and seeks to transmute into economic value, it becomes
absolutely necessary for cognitive capitalism to allow spontaneous
cooperation to create itself unhindered. Without the richness of the
multitudes who ‘pollinate’ society through the wings of the digital,
the honey harvest (that of traditional capitalism) weakens; but then,
above all, we can bid farewell to the profit opportunities offered by
the knowledge society. And that would take us back to entropy and
to falling rates of profit.

In order to locate our argument in terms of conventional economics
— for instance those of Friedrich von Hayek, that heretical genius of
the dominant orthodoxy — we argue that there is in society (which
- has reached its current stage of development) an order that is ‘cata-
lectic’.!® It is no coincidence that Hayek discovered this (cosmetic)
ordering, which differs from static and mechanical disposition (zaxis),
when he embarked on an analysis of human knowledge. But what
he thinks of as the self-organising market, we, from our perspective,
. locate upstream of the market, which.can only hope to function as a
multiplier and a vector of values if it mimics the richness of society in
its multiple interactions. This relationship of mimetic capture is also
what one finds at the political level between Empire and Multitude in
the writing of Michael Hardt and Antonio Negri. It is too often said
that Empire is the other face of the Multitude. Things need to be
described rather differently in order to be more exact, if we want to
go beyond salutary provocations intended to awaken the left from its
dogmatic slumber. Like the giant Antaeus, who could only recharge
his strength by keeping his feet on the ground, cognitive capitalism,
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whose purpose is to produce value (and not commodities or use
values), needs to multiply its points of contact with a society that
is in motion, with living activity. Now, to use the kind of maritime
metaphor dear to Fernando Pessoa and to Internet surfers, cogni-
tive capitalism is like a good sailor — it knows that it can only sail by
taking advantage of the current. The dot.com start-up entrepreneur
finds himself in the situation of the surfer. He can only hope to find a
business model if he can stay on top of the wave of social innovation,
which already has invention-power and a power of inbuilt diffusion.
We are no longer in the schemas of Schumpeter and Knight, for
whom the entrepreneur identifies the new needs of society (hence
being purely passive), imports the inventions produced by science
and technology, and takes the risk of their industrial application by
providing capital. In the new world before us, the knowledge society
itself throws up innovative usages via the strength of its numbers.
Entrepreneurial intelligence now consists in knowing how to convert
into economic value the wealth that is already present in the virtual
space of the digital. This is the definition of the ‘political’ entre-
preneur: that is to say, someone who is able to understand social
networks and to take them directly as his starting point (like a surfer,
who does not create the wave but knows how to catch it at the right
moment).?’ - ' "

The new explorers, captains, conquistadors, and then gover-
nors, of cognitive capitalism have understood this. They defend the
freedom of the Internet not only on moral and aesthetic grounds, but
out of very precise interests. It so happens that this new continent
corresponds to the development of humanity and that, if the satraps
of the old continents have difficulty in sharing with their rivals the
same passion for money or power, this will lead only to an impasse.
This is why, day after day, the knowledge society prefers cognitive
capitalism to its predecessor, which it would like to see dead and
buried as soon as possible.

The third reason for the likely failure of the counter-revolution of
the new enclosures is that a ‘return’ to the enforcement of intellectual
property rights of the old industrial capitalism would be incompatible
with the civil liberties of citizens and with democracy rout court. A
regime of cognitive capitalism fully deployed, in other words resting
on the valorisation of knowledge and innovation, is not compatible
with emergency laws that suspend the most fundamental freedoms
and that, in order to declare never ending war on Internet pirates and
hackers, use the means of the post- 9/11 ‘war on terror’. Thanks be
to the Internet, and may the fight to defend and consolidate it into
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new common goods of mankind for humanity not become confused
with any of the various ideologies of fundamentalism. The market is
nothing without a catalectic pollination society, and the invention of
new gunboats is not a sustainable mode of production.

At all levels, the impasse that is the end result of the imposition
of old intellectual property rights inherited from industrial capital-
ism is beginning to become clear. The dangerous centralisation
made possible by digital development (without encryption being
available to everyone, and without the invention and implementa-
tion of new cyber-public freedoms) would be fatal for democracy. -
Worse, even from capital’s point of view, it would be prodigiously
inefficient in economic terms. A steel mill could operate regardless
of whether it was running under Nazism, under Stalinist social-
ism or under liberal democracy. Technology, like science, was an
almost neutral space. A knowledge society based on new informa-
tion and communications technologies is the sine gua non without
which cognitive capitalism is nothing. Digital technologies, in the
form in which we now have them, are not indifferent to the type
of organisation of the society in which they operate. De-centralised
computing was, arguably, a far more effective weapon against Soviet
real socialism than the Cold War was. The Internet is beginning to
create serious problems for Chinese authoritarian market commu-
nism. The hyper-industrial and monopoly capitalism of the major
music and image industries is also beginning to crack.?! After having
presented a united front against surfers downloading music for free,
and after having threatened internet pirates with years in prison and
thousands of pounds in fines, it is now giving way on digital rights
management.??

But, above all, other models, including ones involving free spaces,
are emerging and trying to integrate into a new market standard
involving multiple combinations.?® This translates into the spread of
‘low-cost” applications subscriptions (unlike the outrageously expen-
sive subscriptions offered in some quarters, which had been able to
cash in on their novelty and on the archaism of the old market).?*
The future of the market economy will largely be played out on these
terrains, which include real societal processes. In terms of product
and process (terms of the old industrial model, which is still dear to
firms and to antediluvian management textbooks) these innovations
are what the assembly line was, around 1910, in relation to stand-
ardised artisanal production. Do not say that cognitive capitalism is
a utopia. It’s alive and well, every day, right on the street where you
live, as the adverts say.
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Certainly, but are we not painting an over-idealised portrait of the
Internet and web surfers? Is Web 1 not being abandoned by its pio-
neers, in flight from its ‘commodification’, as Geert Lovink warned
in 20017 Are they not disgusted with the crude attempts made by
governments to regain control of it, or to make this wonderful pro-
duction of transnationalism fit the Procrustean bed of nationalism
(very fashionable in certain countries of the Third World, which
hanker after superpower status, for example) or to make it fit the
more subtle but equally sterile straitjacket of consortia of nation
states (intergovernmental in the European Union, international in
the United Nations)?

The various attempts made by national governments to regain
control of the Internet, like the attempt to submit the production
of knowledge to the rules of market economy, run up against inter-
nal structural difficulties. Except ‘at the risk of losing its productive
character, cooperation via the Internet cannot accept limitations of
access: to be free, or nearly free, is part of the model. This is why the
failure of the e-economy putsch on the Internet, far from reflecting
a rapid normalisation — an adaptation of property rights to services
that are rather particular, but nonetheless reducible to the laws of
the market — was an expression of this unbridgeable gap, which
translated into the bursting of the bubble of 2000-1. There is a corol-
lary to this proposition: the attempt to shift to a regime of cognitive
capitalism presupposes a solution to problems of how to guarantee
incomes for producers of knowledge via means other than patenting
and copyrights.?® It is probable that this will lead to a total overhaul
of the wage system as laid down during the period of,industrial capi-
talism. It is unlikely that we can go far without thinking afresh about
the system of social protection that has been coupled to the wage
system thus far.

Figure 4.3 summarises the scenario of the battlefield over the
new enclosures. This war will be long, and its transitional outcome
is far from clear, despite our ‘optimism of the intellect’. One can
reasonably suspect that the corporatism of certain monopolies, plus
the cretinism of some sections of the state, will mean that they lack
the will to oppose all this. In the long run, the knowledge society,
combined with the enlightened strata of cognitive capitalism and
with a serious deepening of democracy, will have the last word. As
happened in the case of slavery. But the historical experience of the
abolition of slavery shows us that it took between 50 and 100 years
before this institution of modern tlrnes could be eliminated. We
would do well to remember that.
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The real challenge is thus to minimise as far as possible this phase
during which cognitive capitalism and industrial capitalism can build
anti-natural alliances in order to control, restrain or break the power
of liberation of the knowledge society. -And this will depend on the
intensity and quality- of societal pressure — in short, on collective
intelligence, orice again.

Figure 4.3 highlights the role of the newly emerging models of
production. Here we point to free software, the attractors of artistic
creativity and that of peer recognition in university circles; but we
should also add the Ibido sciendi of homo ludens and the particular
modality of on-line peer to peer exchange.?®

The right-hand side of Figure 4.3 is devoted to the new system of
property rights, which is likely to emerge from the current crisis of
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intellectual property rights. These are thrown into crisis especially in
the process of their execution. The digitisation of all content (sound,
image, letters) creates difficulties not only as regards copyright, but
also as regards patenting, as the issue of generic drugs for the anti-
retroviral treatment of the AIDS pandemic in developing countries
has demonstrated.

On paper, there are three possible roles for the new information
. and communications technologies in the current transformation of
property rights:

1 To minimise the problems raised by the mass deployment of
new information and communications technologies. This would
involve simply a functional adaptation of forms of private prop-
erty in such a way as to guarantee a commoditisation of assets
previously excluded from monetised economic exchange. This
thesis corresponds to the endogenisation of positive externalities
arising out of networking. One finds satisfactory the access prices
for various clusters of subscription to Internet services of all
kinds; and these include the provision of material goods, which,
as such, are now taken for granted.

2 Or we could — as is often done by jurists who stick to a purely
technical perspective of positive law — analyse the current crisis
as a distortion of already existing intellectual property rights,
which, after a period of time (of varying lengths, depending on
the hypothesis), will arrive at a necessary adaptation to the new
system of accumulation. This conception holds that all the trans-
formations taking place (those heading towards a liberalisation of
access, or those which are everywhere restricting and tightening
intellectual property rights) are valid, provided they are voted
for by parliament or enacted by governments. Never mind the
incredible chaos that is likely to ensue as a result,

3 Finally, we might agree that here a veritable revolution is under
way, both in private property and in public or collective property,
and, beyond the tsunami effect affecting certain industries and
certain special interests, we might look to find out what direction
we should take in order to re-arrange things in a proper fashion.

To resign oneself to options 1 and 2 is not compatible with our
thesis, which is that cognitive capitalism is a paradigm, or a coherent
research programme, that poses an alternative to post-Fordism,
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Option 1 is, paradoxically, shared by the advocates of neoliberal
globalisation and by its opponents in their analyses — inasmuch as
they see it as part of the process of general commodification and
find no discontinuity between the age of industrial capitalism and
the age of cognitive capitalism, the latter being just a modernised
version of the former. In short, the same wine in new bottles. They
use the same language in describing the transformations taking place
in capitalism, and the same legal instruments in dealing with new
objects such as software, sequencing the human genome, new ele-
ments or-plants found in the Amazonian forest canopy just prior
to its destruction. In negotiations on the new regime of intellectual
property rights, this position can be seen as the homothetic exten-
sion of already existing definitions and norms of intellectual property
(patents, trademarks and copyright). Cognitive capitalism, in this
case, appears as an optical illusion: it represents the frontier zone of
a capitalism in a phase of expansion, the good old capitalism with
" which we are already familiar. And this area of the colonisation of
new continents by capitalism will sooner or later be normalised and
will return to’common law, with the institutionalisation of this buffer
zone, once this ‘Wild West’ has been brought into line. Thus the
extra-normative, extraordinary character of this ‘new economy’ and
its ‘green shoots’ will ultimately be brought into line.

Option 2 acknowledges that there is a real problem needing to be
addressed. The rights conferring ‘the power to exercise an option on
a good or service’, in other words on the new objects appearing in the
socio-technical world of production, are not a foregone conclusion.
There is no automatic continuity between the old world and the new.
Strong resistances are revealing themselves. We find ourselves using
categories that are not fully functional, and this creates a distortion
that expresses itself in an erosion of the overall coherence of the
system of norms and in a heterogeneity of vocabulary, as the example
of software applications seems to illustrate. When they are proprie- -
tary, they find themselves uncomfortably straddling patent, copyright
and . . . language. A specificity is recognised in these new vectors and
substrates of economic activity; the law, as it adapts itself, will evolve, -
with inertias of varying duration; but the principles of economic
activity will not be modified. The torsion may even be recognised
as being strong. However, for all that, it will not affect the system of
‘accumulation. The economy will continue to obey the same laws.

Only the third option appears to be consistent with the: research
programme of cognitive capitalism. This is perhaps because it refuses
to view law and economics as a matter of superstructure and infra-
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structure, entrusting continuity to economics and discontinuity to
institutional arrangements (these would undergo more or less brutal
adjustments, ruptures, bringing things up to date).

If we adopt this perspective, where does it take us? The overall
restructuring of property rights seems to head towards what we have
characterised as a breakdown of the very strong link that bourgeois
property has developed, ever since Locke, between usus, fructus and

. abusus — the latter (the ‘transferability’ so dear to theorists of the neo-
classic economics of property rights) being hegemonic.

The increasingly widespread use of information and commu-

. nications technologies, the development of knowledge and of the
cooperation of human brains in networks, puts the spotlight on
issues of access and on tights arising from wse far more than on those
arising from mere ownership. Historically, the concentration of the
three components of rights in a single bundle is a phenomenon that
is not eternal. In his Age of Access, Jeremy Rifkin is right to speak of
a decline in capital’s ownership to the benefit of access. But capital
is understood here as material goods, whereas capital may also mean
the effective relationship of possession (in the sense of usage) of
knowledge-goods.

So now a question arises. If we are witnessing a transformation
of property relations of such magnitude that it impacts on the very
notion of public space and on the role of the state, does this not bring
immediately into question the capitalist mode of production as a
whole, and not just the dominant system of accumulation?

This is the ambiguity of any historical present tense in ‘hot socie-
ties’. It contains the possibility of a liberation .to be re-invented at
every turn. It may also, in its representation of the future, strengthen
the chains that are made to be broken by turning them into symbolic
chains, much harder to conquer. Representing the current capital-
ism in the old clothes of industrial capitalism does nothing to help us
build a future that is more just and more enabling.

The new information and communications technologies make all
knowledge-goods (language, image, sound) reducible to a sequence
of binary digits that can be stored and managed by computers,
thanks to developments in memory capacity, software compression
and encryption. In so doing they remove the technological obstacles
which previously protected the enforcement of private property
rights. The entire system of intellectual property (industrial patents,
copyright, trademarks) is thus brought into question. It is not only
the sequencing of life that is made accessible by these means. The
legal and strategic battle pitting the countries of the South (India
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and Brazil), which specialise in generic drugs for the treatment of
AIDS in South Africa, against the big European and American
pharmaceutical multinationals shows that these are major stakes
for the biotechnology industry.?” In the area of market consump-
tion of images and music, the Napster trial, and then the Kaaza
trial, also show that consumers without purchasing power (and
even perhaps penniless) can use new technologies in order to get
round their exclusion from the market. Finally, the battle of the free
software movement (Linux) versus Microsoft’s commercial model
also indicates that, in the software industry, which is crucial for
cognitive capitalism, we are seeing for the first time the emergence
of a real productive and cooperative model that no longer obeys the
Smithian division of labour. What is remarkable is that the techno-
logy — inasmuch as it has been the subject of a massive, diversified
and capillary use of computer know-how and of a de-centralisation
of knowledge — turns out to function better than coordination by the
market or by the corporate hierarchy.

Here we have a fundamental difference with the old battle over
enclosures at the end of the eighteenth century. There, unfortunately
for the Irish tenants evicted from their land by the British soldiery,
productivity was on the side of the landlords. Technology was on
their side. The landlords monopolised it; and the state, with its
urgent need to feed the proletariat, which was flooding into the cities
of the Midlands and into London, was in cahoots with them. A diffu-
sion of technological progress among the peasantry would no doubt
have helped it to resist the mass proletarianisation much better. In
the present battle over enclosures the mechanism is not at all com-
parable. Certainly, in both cases the new type of capitalism relies on
the transferable nature of goods. But in the first enclosures what was
at issue was the lack of transferability of ownership of land. Today,
in order to ensure that knowledge-goods ~ the real trading matter
of contemporary capitalism — are tradable and profitable, the new -
closures of property rights are trying to limit the overly transferable
nature of goods in the digital network.

In both cases, what is aimed at is a common (and not necessarily -
public)?® domain. This domain of communal goods is an obstacle
to the possibility or profitability of a ‘market-based production or
exchange. But the first commons were principally formed of mate-
rial (and thus rival) goods: the use made of them by peasants was
incompatible with the use expected by the landlords (actually not
so much a use as a prohibition of use). We know that the owners
of the large estates wanted to take over the land of smallholders
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in order to plant cash crops instead of subsistence crops; but their
greater interest was to deprive them of food independence, so as to
push them into becoming their agricultural waged workers or into
taking the road 'to the factories of the Midlands, to become factory
workers. Today cognitive capitalism does not expropriate Internet
users directly. It has too great a need for their work of pollination in
the network society. It seeks to find ways to transform the product
of this activity into commodities that can be sold in the market. We
have seen that the nature of knowledge-goods and the nature of
life (activity that is living and intelligent, and hence complicated to
govern) did not immeédiately favour this plan. And what about the
instrument that had proved itself so well under industrial capitalism,
as regards the rights of dependent labour — the institution of free
wage labour [le salariat libre]? Now, this is no longer obvious, as we
shall see.

4 The constitutional crisis of the wage-labour system: From
flight to weakening

Material merchandise is increasingly replaced by an information-
good whose referents are language and the production of sign. The
entropic energy paradigm that had served to, qualify labour-power in
industrial capitalism as a quantum of energy consumed and needing
to be replenished is less and less apt as a way of describing the nature
of the human activity mobilised, as well as that of the cooperation
between human minds working in digital networks, If it is the living
activity of human brains and their cooperative interconnection that is
turning out to be the major source of valorisation, then the canonical
separation of the labour-power from the person doing the work and
from his or her affects becomes a “fiction’?® that is less and less opera-
tional, The same goes for the separation of the formative process of
apprenticeship from the productive consumption of activity, which
was constitutive of industrial wage labour.?® In this sense, the decline
of regular forms of waged employment has to be seen not as a con-
junctural adjustment to cyclical fluctuations in growth or as a simple
structural adaptation to flexible production, but as a constitutional
crisis of the wage labour system per se.

It should be understood that setting in place exploitation at degree
2, as we have defined it, means to rethink completely the notion of
proletarianisation. The separation of labour-power from the person
of the individual worker and the alienation involved in the conditions
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of work productive of wealth were established elements in the frame-
work of industrial capitalism. Not so in mercantile capitalism, which
depended principally on the exploitation of the unfree dependent
labour:of the slave,

But in cognitive capitalism such a separation becomes very diffi-
cult. We could, at the limit, separate physical involvement from brain
activity (the leap to a high level of performance). But how shall we
separate the involvement of the attention-power of brains, in other
words the neuronal activity of memory, emotions and body? The
distinction between labour-power and the juridically free individual
person becomes increasingly untenable. Above all, it is unproductive
and becomes a factor likely to block innovation. It also makes for
difficulties in the determination of a working time defined as being
separate from the rest of free time, as we have seen. The same applies
to networking activity [activité réseaunale’ (a neologism based on
réseau, ‘network’ and neuronal, ‘neural’)]. A decisive aspect of prole-
tarianisation finds itself shaken.

But a second key aspect of proletarianisation is also brought into
question, and it implies profound changes in the basis of the wage
system, even if the term ‘wage labour’ [salariar] is retained, and
also the form of time-based remuneration of labour. This has to
do with the separation of workers from their conditions of work.
Mancunian capitalist division had made this its decisive instrument
in forcing the poor, who had resisted for four centuries (from 1350
to 1750), to take the path to the factory. In cognitive capitalism, in
order to be a producer of wealth, living labour must have access to
machines (hardware), to software, to networks and to conditions of
deployment of its networking activity (environmental conditions in
particular). Freedom of access®! supplants the concept of exclusive
ownership. Here production means accessing at the same time,
and together, information and knowledge in order to produce other
knowledge. Living labour, inasmuch as it is kept alive and reproduces
itself in the production cycle separately from the wear of capital and
from the crystallisation of the activity into physical division of labour,
becomes a ‘usufructuary’ of capital much more than a co-party
annexed to capital. And, like the medieval serf or the plantation slave,
labour sets off to conquer capital’s property. Once there exists an
intellectual capital that serves as a common good for all the produc-
tion of wealth in society, and once this intellectual capital comes to
represent much more than physical capitadl,® it is very difficult to tell
the subordinate workers (whom one is expecting to produce innova-
tion and creation) that they have no ownership rights over the final
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product — even though this was the structural precondition of the
wage-labour system [salariat]. Developers who produce the code for
software that will be incorporated into any form of work, indeed even
into the intelligent products of nanotechnology, and who, in order to
create this software, are capable of organising the work among them-
selves even if there are several thousands of them (as was the case
with the Debian operating system),*? are not at all going to appreciate
the feeling of alienation from their work. Just like artists and like sci-
entists, they feel themselves to be the parents of their creation. You’re
dreaming, you will say. I don’t think that Bill Gates is a dreamer. One
day he was talking about the stock options issued to his developers,
and people were criticising him for this form of ‘perversion’ of the
wage system. He calmly pointed out that, without this measure, the
rate of turnover of his IT engineers would have gone from two years
to ten months. As we know, Microsoft products are not noted for
being bug-free. With engineers staying on average only six months in
the Redmont company, we hardly dare to think what would be their
rate of bugs. The various forms of profit-sharing, of stock options in
the form of shares and so on are only symptoms of this movement,
which is having a profound effect on the wage system associated with
cognitive capitalism, ’ ’

We see a similar movement of flight from the canonical wage form
that once characterised big industrial companies with the start-up and
spin-off companies that are coming out of universities. The explana-
tion of these phenomena, which now play a key role in the dynamics
of employment and wealth creation, has to go further than the old
chestnut of human greed. If we go back to the values of the user
communities of digital technologies as we have defined them above,
it becomes much easier to see why inventive students are fleeing from
rigid hierarchy, from limits on the circulation of information, from
the constraint of having to be oriented towards the market (including
in its most stupid form, that of a ‘marketing’ which is long dead and
gone), and from the mind-numbing routine that, in many companies,
lurks concealed behind the rhetoric of creativity. The same move also
helps to see why this flight — which presents itself rather like the praise
of idleness dear to Lafargue in the nineteenth century, or the refusal
of work among unskilled workers, or (latterly) the growth of utopian
communities — has become the backbone of the most innovative
aspects of production in cognitive capitalism.

The formal structure of dependent work and, more specifically, of
free wage work, overflows by a large margin the remuneration of the
product (see Marx’s repeated criticisms of the notion of the wage as



120 New capitalism, new contradictions

the price of labour), but also the remuneration of labour-power. The
corollary of the impossibility of determining a productivity of labour
(apparent productivity) and an individual productivity of labour is
already present in the structure of the modern wage. For example
the French salaire minimum interprofessionnel de croissance (SMIC, or
minimum wage) is pegged to the overall productivity of the economy.
Even more radically, what is the value of the concept of productivity
calculated by sector (that of a given industry, for example) inde-
pendently of other sectors and, above all, independently of public
spending? We are, increasingly, in a system of transfers. The market,
when it presents itself as a self-engendering truth, like Athena, and
not simply as self-regulating, carefully conceals the increasing share
of redistribution that is part and parcel of production.

The recognition, through social legislation and labour law, of a
statute of waged work (statut du salariat) and of an accompanying
income, redistributed by the public authority or by social partners
under public guardianship, must be taken into account in defining
the full remuneration (the social and collective wage) of the activ-
ity. This corresponds to a weakening of the market constraint on the
wage system.

The particular (historically specific) form of the present wage
system concerns not only the remuneration of ldbour. This was
already the.case in the economies of material production. These
days, work is no longer remunerated as a production factor isolated
from the capital, but it co-determines the remuneration of all four
of the components involved, namely hardware, software, wetware
and netware. Naturally, in the economies of cognitive and immate-
rial production this aspect becomes accentuated to a point where
freedom of access to life rout court becomes the unavoidable operating
precondition of cognitive capitalism. In industrial capitalism (and in
its appendage, real socialism), manual labour was the condition of
access to the meal table: if you didn’t work, you didn’t eat, as we were -
brutally reminded by the father of the Russian Revolution. In the
knowledge society, on the other hand, it is access to life that becomes
the precondition of productive work — in other words, of an activity -
exploitable at degree 2 by cognitive capitalism. All this is not a gala
dinner, as we wrote at the head of this chapter, and we have described
the reasons why. Cognitive capitalism reproduces, on an enlarged
scale, the old contradiction described by Marx, between the socialis-
ation of production and the rules of appropriation of value. Let us
now see how all this works out in practice. First as regards the ques-
tion of social classes and the ‘precariat’, which seems to be a growing
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characteristic of employment (Chapter 5), and then as regards the
instability of a mode of accumulation that has not consolidated itself
into a stable accumulation regime (Chapter 6). These chapters will
be much shorter. Rather than arriving at a finished definition, my
intention is to lay down possible markers for the road ahead.



The question of social classes
and the composition of cognitive
capitalism

1 Social classes in search of a lost simplicity!

If the picture that we have presented of the transformations in con-
temporary capitalism is far from uniformly gloomy, how is it that
many analysts, particularly when looking at transformations in the
world of work, find two massive aspects far less exciting? Namely (1)
a worsening of inequalities; and (2) the precarity of the wage rela-
tion. The subordination of the waged worker has not disappeared.
In fact it has even worsened, to the point that many end up wishing
for the good old days of the postwar boom. Furthermore, those who
are seeking a reconstitution of effective fronts of resistance must
inevitably be struck by the almost infinite fragmentation of interests
and, again, are likely to have a nostalgia for the days of the working
class, when everything was simple and four-square, where a spade
was called a spade, the boss was a bastard and a trade unionist was
a defender of the workers, as Arlette Laguiller, long-standing leader
of the French Trotskyist movement, would say. However, we should
beware of imagining that everything was rosy or red at the time of
the labour movement and of ‘the’ working class (in the singular).
When they come to deal with the condition of the proletariat and
workers, Engels and Marx (in that order because it was Engels, for
once inspired, who called the tune in these the matters) speak of the
state of the labouring classes in the plural: ‘working classes’ — and not
‘working class’, in the singular, in some kind of majesty. Everything
that we know of the turbulent history of the labour movement (before
its Stalinist rewriting ante hitteram in the twentieth century) tells us
that the singular and capitalised Workers’ Movement is a mobilis-
ing myth more than a reality. There were splits a-plenty; and they
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were not only ideological, as was the case in the fierce battles in the
International between the anarchists, Proudhonists, Marxists, social-
ists and possibilistes. They also arose out of the incredible diversity of
forms that industrial capitalism took on in its conquest of spaces that
were not yet nation-based (except in the pro-unification ideology of
the Third Republic in France). And there is no necessary correlation
between sociological analysis and political families. Those furthest
to the left are not the poorest . . . the most anti-authoritarian are not
the ones who suffer most under the yoke of big industry. And, for
good measure, we can add to ‘the vulgate of the perfect militant of
the workers’ parties that the most ‘conscious’ are neither the most
revolutionary, nor the most educated.

Let us not look at modern capitalism and at the knowledge society
with the retrospective glasses of the magical unity of the working
class. Especially since the emergent phases of a new type of capital-
ism are particularly complicated. They rather resemble puff pastry, or
old layers of rocks undergoing tectonic upheavals and earth-shifting
shocks. But they share a common feature in the violence that they
exhibit. Let us take the period 1760-1814. Things were going in
all directions: France was losing her colonies; England was losing
America; there were the events of the American, French and Haitian
revolutions; plus the new enclosures, and technological progress.
Alongside the Europe of poor people and of the peasant mode of
production, world trade was based on two systems — one slave-
owning and financial, and the other industriall Marx, after Malthus,
is struck by the extent of urban impoverishment, while most others
(from Goodwin to Condorcet) were singing the praises of progress
and enlightenment. The scholarship of the twentieth century has
confirmed the observations made by the most lucid contemporary
observers: there was a marked fall in real wages between 1815 and
1850. With the end of the full employment created by the voracious
conscription of soldiers for the Napoleonic wars, with the abolition
of the poor laws [Poor Law Amendment Act, 1834] (exactly at the
moment when the British Empire abolished slavery) and with the full
development of economic liberalism, the situation of the working
classes deteriorated,

Today many analysts of the transformations in present labour
markets correctly highlight the rapid growth of inequality and the
deteriorating job security caused by neoliberalism, which shatters the
compromise that had characterised the thirty glorious years. Even
the most radical of them, however, fail to notice the striking parallel-
ism between these two infant phases of the birth of a new capitalism.
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Globalisation, allocation via the market as the rule, accelerated growth
and inequality, and a diversity of trajectories that are, however, inter-
dependent. In the case of the late eighteenth century, there appeared
a bifurcation between the path of the new and resolutely industrial
and global capitalism and the hybrid path of the continental mercan-
tilist capitalism, which continued to rely on plantation slavery even
if the latter had been through a serious updating, but which would
find a second youth thanks to the integrative potential of the nation,
endowed as this was with the coherence of the Jacobin revolution.
Today we have a bifurcation between an imperial power that rests
on the new leading role of cognitive capitalism and the reassertion of
a far more authoritarian order, based on industrial hinterlands that
have been relocated to the countries of the South. And the American
eagle — to quote a well-known article in which Immanuel Wallerstein
writes about its difficult landing after the Iraq War — has become an
eagle with two heads. On one side it looks to cognitive capitalism, its
only way of restoring hegemony. On the other, faced with the leap
into the unknown that such an undertaking represents, and faced
with the accumulation of new contradictions that have been added
to those of the old order, it falls back, in a mimetic partnership with
China, onto the kind of macro-nationalism that European countries
have left behind. i

The fact is that we should not take the intensification of inequali-
ties, or indeed the presence of appalling local wars, for mere chaos.
Both aspects bear witness to the magnitude of the changes taking
place. Put bluntly, both are technical means to control the very deli-
cate transition from industrial capitalism to cognitive capitalism. In
the earlier chapters I highlighted the extent to which the constitu-
tive mechanisms of the second capitalism have been brought into
question, despite a misleading consensus on the market. On the
other hand, the power and potential of the collective cooperation of
“brains in networks,. this spontaneous order that constitutes itself on
the basis of the wealth of the population, presents an unprecedented
challenge for the company, the market and the state, as well as for
forms of representative democracy. When this force had emerged ~
of the coordination of a large number of workers subordinated to the
authority and brain of the employer in the large factory, or that of
the multitude transformed into a population that was as one within
the nation as a whole, under the absolute authority of the state (which
followed on that of the church) —'the promise of democracy coupled
with access to wealth for the individual'had partially replaced, within
the earthly city, the promise of eternal salvation offered by mono-
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theistic religions. The promise of future liberation in exchange for
present sacrifices for the generations of real socialism was only a
variant of this ruse. It has to be said that the potential of the coordi-
nation of brains linked directly into digital networks (accompanied
by a mutation of the human figure into the human cyborg)! cannot
really rely on such recipes only. The impatient desire for a radical
transformation in human relations ‘here and now’, which began with
the student unrest around the world in the late 1960s, was neither the
comet’s tail of realised socialism nor the coronation of the industrial
capitalism of the North — a capitalism that had succeeded in putting
a bracket around the rest of the world. Instead it refused, disdainfully
and with a foolhardy temerity, to place itself into a continuity either
with the traditional labour movement or with the refined bourgeoisie
dear to Keynes; rather it ant1c1pated and made possible capital’s leap
into the unknown,

It was during this penod well before cognitive capitalism had
definitively installed itself in the landscape, that there emerged the
exuberant hotch~-potch of unclassifiable people who could not be
ascribed to some determinate place. So we had the various reac-
tions of the political classes responding to movements that did not
fit the traditional mould of ‘labour movement’, and then became
the unclassifiable ‘social movements’ — the chi-en-fit [shit-in-bed]
students of May 1968, the ‘hooligans’ behind the Iron Curtain, the
untorelli — ‘loose dogs’ — of the Italian metropolitan Indians in 1977,
the ‘savages’ and racailles [‘scum’] of the rioting in the French ban-
Lieues, plus all those musical movements from the punks onwards. We
heard the usual knee-jerk anticipatory reactions to all these ‘move-
ments’; they were all accused of lacking realism, civility, organised
consciousness and even language.? The ‘political’ mechanism of
this instinctive aversion, on the part of the institutional movements
of representation, vis-a-vis newcomers to the dance — whether they
were women, youth, students, second-generation immigrants, black
people or sexual minorities — is both palpable and laughable. But
what is less clear is its aspect of academic legitimisation, in terms
that concern us here. The sophistic contestation of contestation,
after the movements of May 68, rapidly assumed a form that it has
maintained right through, up until more recent societal upheavals.
The argument, considered unstoppable, attempts to discredit the
revolutionary (nowadays they say ‘innovating’, because it sounds
less crudel!) nature of the new social movements. It reverses the old
cliché of asking ‘whom exactly do you represent?’ Instead of asking
them ‘how many divisions do you have?’ it ask them to define their
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pedigree in terms of social class. ‘So are you bourgeois, petty bour-
geois, real workers, authentic proletarians? Or should we put you
into the vague category of “marginals”?’ The labour movement was
not the last to attempt this pointless discrediting of everything that
was on its left. It was preceded, in the countries of real socialism, by
similar distinctions made within the peasantry: small peasants with
no land, small tenant peasants, small peasants, medium peasants,
large peasants, and finally ‘kulaks’.> The paradox for contemporary
sociology is that the search for a correspondence between social
position and political legitimacy in the revolutionary order stumbles
on the same obstacle. The (more or less stable) categories inherited
from industrial capitalism turn out to be as shaky as industrial capital
itself. The status of dependent employee (whether waged or not),
levels of income, and inherited wealth are, assuredly, still present.
We would be crazy to forget them. But on their own they no longer
make it possible to understand much when it comes to predicting
voting patterns or the outbreak of riots and revolt. We have to add
to the picture the elements that the liberation movements have pri-
oritised over and above the fight against exploitation: sex, gender,
age, citizenship, ethnicity, religion, phenotype (skin colour), colonial
history, and the like. The good old ‘people’ of the revolutions of old
becomes uncouth and multiplies. Like light, which we perceive as
white but which diffracts into the thousand colours of the rainbow
as soon as it encounters a prism. An end to the good old ‘national’
flag of the nineteenth century, which was rarely capable of embracing
more than three colours at a time. And also an end to the blood-red
flag of the revolutions of the twentieth century. How might the flag
of the multitudes be represented? The multitudes don’t like the ‘rag
of Versailles’ or the ‘red flag’ stained with the blood of workers. They
show iconoclastic tendencies, rather like the big waves of reform or
awakening within religions. This is why Rem Koolhaas’s proposed
flag for the European Union — made '\up of all the colours of the flags
of member states in the form of a barcode, impossible to memorise
in any simple way, but readable by a computer ~ seems much closer
to the complexity of the multitude than the simplistic and simple-
minded blue flag of the European Union, with its symbolic number
of twelve gold stars.

And, as if that were not enough to comphcate the job of the socio-
logists researching ‘social classes’, cognitive capitalism adds another
layer. As I explained, cognitive capitalism blurs the old categories
simply by transition effect. The old classes of industrial capitalism
receive a new meaning when absorbed and reformatted by cognitive
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capitalism. But it also adds new criteria, of which two are particularly
interesting. '

If intellectual capital becomes the discriminating factor in the
distribution of the cognitive division of labour and hence in social
division (and not only the ‘social capital’ dear to Bourdieu, which
too often becomes an excuse for clinging to the old-categories like
a limpet on a rock), the groups associated with institutions of edu-
cation and training are much more important than issues of social
background. This was a fact well known among the Chinese and
Korean scholars, who formed a class apart long before capitalism
came into existence. Furthermore, one of the variables determining
the trajectory of an individual’s training is the level of the mother’s
education. The declining authority of the father, who was so impor-
tant and so functional in the period of miale chauvinist and macho
industrial capitalism, can thus be explained much better. In cognitive
capitalism, which, viewed in this context, surfs the wave of women’s
liberation movements (a wave that is still as strong as ever), the father
figure is no longer of much use. Contrary to a whole nauseating lit-
erature that is only able to understand education in terms of the big
stick (presumably an attribute of the phallic father and of his probable
employment in industry), networking knowledge, self-organisation,
which has no need of guards and overseers, and creativity make very
bad bedfellows with the strict father. Instead of complaining, as we
did for the past twenty years, about the lack of respect for authority,
which is mechanistically seen as resulting from the unemployment
of fathers in tower blocks in the outer suburbs, we would do better
to consider the vectors (parental, societal) of access to knowledge,
which is increasingly the entry threshold — not to activity (everyone is
active), but to employment.

The second devastating criterion that cogmtlve capitalism intro-
duces into the cackling henhouse of the specialists searching for
unfindable ‘social classes’ is mobility. What is valorised in coopera-
tive networks is the potential of mental mobility. The Internet as an
institution itself tends to mobility — not necessarily a geographic
mobility, but rather a social mobility, understood as the ability to
travel and cooperate with people who are not from your habitual
environment, your business or your original ‘social class’ (this is what
they call connectivity!). It is also the ability to de-territorialise, and to
re-territorialise, in the manner of nomads.*

If we set these elements alongside the degree of juridical freedom
that individuals have (partial or total non-citizenship for undocu-
mented immigrants, for example), we arrive at a vision of social
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classes that unite with each other, cross with each other, ignore
each other — a vision that combines the perspective of Marx with
the sociological descriptions of the Chicago School. Regarding the
first, we maintain that what is interesting in the concept of class is
not that of ‘social classes’ in general, but that of ‘class struggle’ in
a given, historically determined configuration. And therefore there
are no ‘classes’ that exist prior to a relation of production and prior
to conflict. It is these latter that define, a posteriori, ‘social classes’ —
and not ready-made social classes, which produce struggle in the way
an apple tree produces apples; in cognitive capitalism even less so
than previously. Second lesson: we maintain the idea that the paths
taken by mobility are more important than the landing points or final
destinations. What was true for hobos during the period of industri-
alisation in the United States is even more true in the digital society
of cyber-navigation.

But Durkheimian sociology has difficulties reconciling itself with a
cognitive capitalism that owes more to Gabriel Tarde than to Emile
Durkheim, the founder of L’Année sociologique. We need only recall
the (overly scholastic) discussions on whether to read given social
movements (such as the French riots of autumn 2005) through the
lenses of the republican social classes, so resolutely blind to colour,
or venture onto the perilous terrain of ethnicity and minority studies.’
And this now brings us to the question of inequality.

2 What can we learn from the new poverty: Precarlty and
: inequality?

An interesting piece of information was doing the rounds at the start
of the autumn 2006 French presidential campaign: 25 per cent of the
homeless in central Paris at that time were in paid work. Some were
even municipal employees of the city of Paris. The phenomenon is
general: everywhere, both in the richest countries and elsewhere, we
are witnessing a resurgence of the working poor, in other words the
poor who are not unemployed. Moreover, this-population of the new
poor includes not only the usual dropouts of industrial society (like
alcoholics) or of the affluent society (like chronic drug users), but also
a lot of young people. The Fourth World was never fully absorbed by
the postwar boom, but it was limited and carefully concealed.

This is not so much a question of significant increase in the
number of poor people who are permanently poor (an indicator
correlated with the increase in the numbers of the long-term unem-
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ployed), but rather a question of vulnerability to poverty. During
the winter of 2006-7, almost 50 per cent of all the French people
interviewed at the time of the tent-town occupation of town centres
by homeless people believed that the threat of losing their homes
and ending up on the streets was real, and that this could happen to
them. This figure is huge for a country that takes pride in its ‘social
model’. It obviously signals a mistrust in governments, whatever their
. political stripe. It expresses above all a change in people’s subjective
perception of poverty and in expectations among the ‘new poor’.
The attempts to establish a statistical threshold for poverty (should
. it be taken as the lowest tenth of national income distribution; is it
half the average wage, or the median wage, or whatever) generate
debates that are as endless as they are inconclusive. Why? Because,
for most of the subjects who have appeared or reappeared front-stage
(discrimination against minorities, colour of skin, male chauvinist
oppression, racism, anti-youth sentiment), the objective indicators
are insufficient (as indeed are the effects of stigmatisation by specific
welfare measures, which create social groups that are given rights,
but at the same time make them visible as such) to create a coher-
ent social whole at the cultural and political level. Both poverty and
exclusion are states that are experienced subjectively by individuals.
People with very modest incomes do not necessarily classify them-
selves as poor and will not behave like ‘a poor person’. The converse
‘is also true,

So what meaning can we give, on the one hand, to this growing
feeling of being close to poverty (the feeling of social insecutity
described at length by Robert Castel),® and, on the other, to the
‘objective’ indicators? First, the sense of social insecurity stems from
the fact that the safety net of the welfare state lets drop through its
meshes too large a number of work situations that are not covered by
the employment statute, and from the fact that the mechanisms sup-
posed to compensate for these shortfalls (such as.universal medical
coverage) are both inadequate and stigmatising. They create separate
categories, which seem to run contrary to citizen equality. The ques-
tion of the perception of inequality probably plays a large part in the
sensation of impoverishment, which is always relative. The crisis of
the ‘thirty pitiful years’ (N. Baverez), with their low rate of growth,
stretched wealth out across the social spectrum. Since the cake is
not growing fast enough, the inequality of the shares becomes more
visible, because the classes that need to be subdivided and split across
generations defend their patrimonial incomes more stubbornly. The
result of all this is the rise of spectacular enrichment and a more visible
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de-classing, and those same people who have seen their income and
consumption varying very little either upwards or downwards come
to feel that they are poorer, because they belong to a society that has
become wealthier but at the same time also more unequal. In the
industrial capitalism of the postwar boom the movements of creation
and destruction of jobs were less chaotic (the fact that employment
was growing made it easier to forget the failures). Personal successes
were not seen so much as a result of speculation, which was always
seen as somehow suspect. The transformation to cognitive capitalism
certainly brings greater uncertainty (we need only look at the cam-
paigns in praise of ‘risk culture?, which is particularly disturbing for
those who — however unjustifiably — feel under threat). People have a
sense that there has been a triple fracture of the social compact, and
that fuels the sense of social insecurity. This is a feeling that often has
little to do with the statistical reality of insecurity, given that people’s
sense of insecurity has no necessary correlation with actual crime
statistics.,”

Republican societies based on wage labour (of the industrial era)
and on the compromise over the holding of social rights advocate
equality as well as freedom, unlike societies that proclaim them-
selves to be liberal and more sensitive to liberty, even if in practice
they have to settle with a fair dose of equality. The knife blows
(and stab wounds) into the body of equality® that neoliberal ideol-
ogy has vaunted (more than it has actually been able to impose) are
experienced as being all the more unjust because the values of the
knowledge society, and hence of cognitive capitalism, are more egali-
tarian in terms of income and wealth than their predecessors (even
if, since nothing is simple, they are prey to forms of competition bor-
rowed from art and from the aristocratic excellence of the university).

The second rupture of the social pact was in the area of the wage
compromise. The subordination involved in working for others was
compensated for by an entitlement to relative security of employment
and by social security coverage against accidents, sickness and unem-
ployment. This right was supposed to be as uniform as possible,

despite the variety of initial conditions (in particular the large number

of non-waged persons who embarked on their professional lives in
the postwar period). Finally, the statute of the ‘employment contract
of indefinite duration’ was supposed to give the same conditions to
all employees. At all these levels the social pact has been eroded (I
am not saying abolished, because that would be a caricature). Social
security has become less universal and more fragmented. Worse, the
kinds of work situations that have come to the fore with the advance
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of cognitive capitalism (that is to say, the forms representing the
future of capitalism) are those that turn out to be the least protected.
The empirical evidence that feeds these findings has been known
for a long time. It began with the segmentation of the labour market
in the mid-1970s, at a time when digitisation had not yet appeared
on the scene. It continued with the divisions introduced among the
unemployed, through to the end of the last century. Today the theme
of the invisibility of precarity is a well-trodden one.?

The third breach of the social security pact relates to the extreme
valorisation of knowledge, sanctioned in a country like France
through the recognition of national diplomas. More concealed in
the past, this line of cleavage has today acquired such a visibility that
it conceals the very strong effects of caste and endogamy in trades
involving cognitive skills.!® Knowledge becomes the raw material,
but it now creates real ‘class’ divisions (fhose that give rise to new
levels of exploitation at degree 2 by cognitive capitalism). Knowledge
therefore provokes a strong exclusion, which is more marked than in
industrial societies, where this form of stratification (‘distinction’, in
Bourdieu’s terminology) affected only 10 per cent of the populatiof.
Academic competition and artistic competition have been annexed
as a means of day-to-day functioning of cognitive capitalism. The
impression of poverty for those who see themselves as capable indi-
viduals, and who feel all the more more capable because the digital
network offers them far greater opportunities for participation than
educational models based solely on book learning, is then experi-
enced as the modern form par excellence of inequality and exclusion.
The phrase ‘blessed are the poor in spirit’ takes on a new meaning.
Poverty is not simply a social szatus, it is the political feeling of having
been excluded from the wealth of society. It mixes in a way that
cannot be mixed in a hollow state, like the Third Estate in 1789. The
imperative of excellence at all levels, when it relies solely on the old
training system for small elites, becomes synonymous with ‘moral
harassment’!

It remains to be explained why poverty and insecurity are not really
fought with the kind of determination thatinspired even those involved
in building the compromise of Ford and of Beveridge. Government
authorities, like all representative and corporatist democracies, have
difficulties in representing what are the interests of the future and
the classes that will bear them. They have a tendency to react only
to riots. Each time it took some major trial of strength (for instance
the Paris Commune, the Bolshevik Revolution, or the great financial
crisis of 1930) for true reformers to emerge onto the scene. But big
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companies, which perhaps should have more of a reformist vocation,
do not make much effort either. In fact, as was the case for the poor
during the early stages of capitalism, and for the proletariat and the
‘dangerous classes’ at the dawn of industrial capitalism, they did not
baulk at a strange use of what Marx called absolute surplus value.
When applied to the exploitation of invention-power at degree 2,
while it adds to it a touch of classic exploitation of the workforce,
rapacity at the level of absolute surplus value really does not contrib-
ute much. Sometimes indeed it is frankly counter-productive, except
in one major respect — namely that of the ‘disciplinarisation’ of that
resource that is deliberately humiliated in order to discourage the
liberatory impulses of which it is the bearer,

3 We are all intermittent workers! The other face of
intellectual capital

The other major characteristic of the cognitive labour market is its
precarity. It:s easy to denounce it merely as an employers’ ruse,
as a form of humiliation imposed on established workforces by
way of reducing them to a condition of permanent underemploy-
ment. As I have already explained in Chapter 3, the survey we con-
ducted with Antonella Corsani, Maurizio Lazzarato, J. B. Oliveau
and other researchers into intermittent employment on behalf of
the Coordination des' intermittents et précaires d’Ile de France
(Coordination of Intermittent and Precarious Workers of the Ile
de France, CIP-IDF)!! in 2003-6 reveals a quite a-different face of
insecurity and intermittency from the view prevailing in classic socio-
logical research!? or in the trade unions. The logic of outsourcing the
costs of permanently hiring workers in the cinema and performing
arts sectors made it possible for the employers to bypass the protected
status of workers in the former Office de Radiodiffusion—Télévision
Francgaise (ORTF) state broadcasting service. Exactly the same thing
had happened in Hollywood.!® But the logic of the cognitive division

of labour presents one fundamental difference from the industrial -

division of labour. In order to ensure the ongoing exploitation, at
degree 2, of the invention-power of artists, performers, directors, cos-
tumiers, technicians and producers, all these trades have to develop
multi-level abilities, so that their pollination and nomadic activity may
be recaptured. Doing it from within fixed job structures would be
far more expensive, but, last but not least, in a very large number of
cases it simply would not be possible. Of course, one can always find
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companies, particularly advertising companies, which have sought to
profit from the permissive status of workers on short-term contracts
or casual employees [intermittents] in order to offload their social
costs onto the Unédic unemployment compensation system. But
for some intermittency contracts, whose number is hard to calculate
with certainty and whose knock-on effects are poorly quantified, the
status of intermittency makes it possible to enlarge the perimeter of
the hive and to multiply the pollination of the cultural noosphere. In
other words, the guarantee of income that the status of intermittent
or casual employee gives to those who have it — the working days that
are the subject of these contracts — is a way of getting more people into
work. And getting the multitude to work for free is the general line of
cognitive capitalism, whenever it has the possibility. This is contrary
to the generally held view, which imagines that, if there were fewer
casual employees, there would have been more contracts for all, In
the cognitive and cultural division of labour one cannot limit oneself
to arguing by specialisation. With fewer pollinating bees (and with a
considerable part of the work being done by those who do not work
sufficient hours to get their intermittent employment cards), there
is simply far less work for all- the casual workers, including the* best
paid ones. Thus the decision taken by the National Coordination of
Intermittent and Precarious Workers to counter the model adopted
by the 2003 reform with a more redistributive model (and one that is
less selective at the point of entry) turns owt to be confirmed by statis-
tical analysis of the real and actual situation of casual workers.

This shows the extent to which, in one of the activities most
emblematic of the transformation of the common-based production
of culture, the existence of a guaranteed income is crucial for this
sector of the population to be available to cultural industries, while
on average its members earn the wages of a certified secondary-
degree teacher (with much more marked disparities),'* which is far
above average French wage levels. The more we have a situation in
which intellectual capital is what is being exploited by cognitive capi-
talism (in other words, brains working together with other brains),
the more payment per job, or by the work performed, becomes
purely artificial. Does a researcher from the Centre National de la
Recherche Scientifique (CNRS) get paid per invention or per patent
pending? These criteria come to be added to a base, namely guaran-
teed employment, without which they do not mean much. Attempts
at intellectual Stakhanovism have a disastrous impact on innova-
tion and production quality, such that the basic level of needs is not
assured. In intellectual labour even more than in manual labour, the
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person who does not eat does not work well. In cognitive capital-
ism, it is not just a matter of working, but of working creatively and
innovatively — in other words of working well.

In fact, in cognitive capitalism, which is especially concerned with
making possible the capture of positive externalities, the regime of
widespread intermittency is becoming the real form of work, even
if for the moment it appears only sketchily. The survival strategy
adopted by the traditional labour movement has been to try to
convert what they call ‘cheap’ jobs (part-time, temporary, fixed-term,
intermittent) into real full-time jobs, with open-ended labour con-
tracts. With the lack of success that we know.

The problem is that this excess of overflowing activity translates
into too few jobs. Successful conversion of activity into employment
can only be achieved by establishing a principle of social protec-
tion, as opposed to the approach that has been followed thus far.
Instead of basing-social security on employment, it will sooner or
later become necessary to generalise what is already happening
experimentally at various levels, in order to ensure that cognitive pol-
linating and nomadic employment enjoys a social protection that is
guaranteed, universal and as unconditional as possible. The proposal
for a guaranteed social income (also known as citizenship income,
or universal income) meets the strongest opposition in the classes
most tied to the old industrial capitalism. Unlike the English poor,
who welcomed the Speenhamland law of 1795 as a delivery from two
centuries of persecution by the old poor laws, the labour movement
today, or what remains of it, considers with extreme suspicion similar
measures, which it sees as clashing with ‘economic fundamentals’
(fundamentals shared with The Economist, in other words with the
most neoliberal and reactionary of British economic journals). At
this point we need to say a few words about the segmentations and
divisions that traverse the knowledge society worked on the body by
cognitive capitalism.

4 Cognitariat versus proletariat: New lines of cleavage

The proletariat has not had much luck historically. No sooner had it
emerged from the experience of centuries of poverty and ‘free’ work
(in other words, work outside the guilds) than it- was maltreated
and despised by the working class — which happened as soon as the
latter acquired a measure of respectability, consolidated itself and/or
found itself enrolled within nationalism. It was transformed into an
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honourable myth, and at the same time the trade unions maintained
a semi-silence on issues such as slavery, coolies, forced labour in the
colonies, and then immigrants. It was only declined in the mascu-
line, even though visibly some famous examples of female seasonal
agricultural workers in the rice fields of the Po delta and of young
women workers trapped in the textile factories — in Japan yesterday,
in sweatshops in China today — were laying the foundation of the
primitive accumulation of the working class. On the. other hand, it
was thrown back into the darkness of a plebs with fickle loyalties, of
a proletariat in rags.

Today the solitude of the cognitariat contrasts with its productive
centrality. Just like the proletariat of old.

The working class is melting away at a rate set by the impressive
rate of plant closures. Sometimes it is reconverted into a proletariat
susceptible to a populism that defends the national flag of protec-
tionism. But it does not see a rapid development of the cognitariat in
education or in personal services, or of the cybertariat in call centres
and of the netariat in mass-market retailing. So that the classic
cultural themes of the construction of the labour movement in the
nineteenth and twentieth centuries (the unity of the wage condition,
the tangibility of the work performed, working time measured by the
worker’s presence in the workplace) are now sadly declined against
the forms of organisation of the new vectors of production of wealth.
At a time when alliances could arise on bases that are really common
— such as that of guaranteed income, or of working models for inter-
mittency, or of the attachment of social rights to the individual'®
and not to the job (that poisoned legacy of industrial capitalism) — a
misunderstanding of the nature of our current capitalism likes to
dig deeper the divisions between the new classes and the old. Let us
recall, for the record, the absurd defence of jobs at any price, even the
most unskilled, including in industrial plants that poison the atmos-
phere, a protectionism that is catastrophic for the Third World, and
an absurd praise of labour value and of the value of work.!6

The cognitariat has no ‘permanent interest in the kingdom’,
to use the phrase famously thrown against the Levellers by the
Independents (supporters of Cromwell) to deny them universal suf-
frage during the Putney Debates. It thinks and acts immediately, in
terms that are ‘global’.



Macroeconomic deadlock: Going
beyond the critique of neoliberalism
and financialisation

I have given an idea of the consistency and thickness of cognitive
capitalism as it comes to constitute the third form of historical
capitalism. It is now time to return to our original starting point:
the inadequacy of explanations of the new great transformation
in terms of neoliberal financialisation. This phenomenon is a
symptom and not the ultimate explanation, let alone a remedy. In
an initial approach I advanced the hypothesis that financialisation
of the economy is the form through which capitalism effects the
transformation into its third form. Now that we know a little more
about the nature of cognitive capitalism, let us see how this trans-
lates into action. There is a strong link that goes from the crisis
of the form of the enterprise, which relates to problems of deter-
mining the perimeter of intangibles, to finance as-a governance of
externalities. ‘

In the overall functioning of this capitalism that has been radi-
cally reformed, on the one hand the rise of the immaterial (what
‘accountants call intangibles), and on the other the increasing role
of externalities disqualify the conventions-and institutional arrange- -
ments of Fordist industrial capitalism. Finance can be said to be
the only way of ‘governing’ the inherent instability of cognitive

capitalism, even if it introduces new factors of instability, which -

have been known for a long time, and even if the weight gained by
finance within globalisation changes the scale of problems as well
as the possibilities for re-equilibration that are habitually assigned
to it.
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1 From productive transformations to financialisation, and
not vice versa

The most common analysis of financialisation focuses on the effects
produced by the transformation of macroeconomic financial circuits
and by the governance possibilities of companies over production.
This ‘distortion’ view derives from a perfectly understandable reac-
tion against the neoclassic theory of the neutrality of money, as a
simple veil or a simple mirror of a reality that is constituted outside of
itself. I prefer to take the issue from the other end, by asking how the
productive transformations resulting from the transition from indus-
trial capitalism to a cognitive capitalism produce changes in finance
that, in themselves, have the task of controlling the new contradic-
tions emerging from this new type of accumulation,

It is striking that most authors who have analysed financialisation
offer hardly any specific analysis of the substantial transformation
in the regime and modalities of accumulation, although the crisis is
nothing but its form, both in terms of sectoral policy and industrial
policy and in terms of growth. The basic analysis of Fordism and of
a post-Fordism characterised by a differentiation of ‘national trajec-
tories’ remains always unquestioned. Whereas Fordism had a certain
unity, the multiplication of national trajectories! makes it difficult to
read post-Fordism with any clarity. Financial globalisation is there-
fore often presented as the explanation. Flexibility and neoliberalism
seem to be two sides of same coin, the only means that succeed in
framing institutional arrangements that play either a purely func-
tional role in relation to the requirements of financial profitability or
the role of a barrier exogenous to the economic sphere. This latter
(Polanyian) position has been very popular in critical circles, as a
response to neoliberalism.

However, financial globalisation, which correctly describes certain
mechanisms, cannot be the explicans — that which explains; it is the.
explicandum — that which needs to be explained. The financial form,
which represents (and here Fernand Braudel and Karl Marx are
in agreement) the quintessence of the power of capitalism, has to
be related to real and actual transformations in the overall system
of accumulation and, in particular, in the formation of economic
wealth, This latter only leads to the formation of value inasmuch
as it passes through the indispensable connecting link of money
and finance, and neither the one nor the other are capable of being
grasped in themselves and for themselves.

The main limitation of the post-Fordist analyses, in my opinion,
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is precisely their implicit assumption that it is on a Fordist economy
that the ‘distortion’ and ‘drift to financialisation’ operated. At no
point is the possibility raised that transformations and distortions
had affected the Fordist regime prior to financialisation, and that the
transformations in the monetary and financial system were a response
to, and a way of overcoming and governing, these distortions and the
instability that they generated.

Certainly, the analyses, of the patrimonialisation of the economy
(especially as expressed in Michel Aglietta’s famous ‘The capitalism
of tomorrow’)? attempt to integrate the effects of real wealth and
redistribution among economic agents. The Keynesian solution of a
‘euthanasia’ of rentiers, by means of a controlled inflation and a neg-
ative interest rate within a fixed exchange-rate regime, had served to
contain wage increases within the limits of the growth of productivity.
It could not withstand the counter-revolutions of Margaret Thatcher
and Ronald Reagan during the 1970s. These succeeded in turning a
significant proportion of the employed population (between 10 per
cent and 35 per cent) not only into owners of real estate assets (this
feature is not the most important) but also into owners of stocks and
shares. The value of these assets at a given moment, determined by
the electronic operations of the stock market, is no longer motivated
solely by precautionary savings in the face of growing uncertainty.
It represents the double leverage of a capacity for indebtedness of
households, and companies’ access to sources of financing a lot more
substantial than bank loans, difficult to depreciate, and governed by
positive interest rates.?

To this should be added the growing role of pension funds, which,
unlike contributions-based state systems for financing pensions,
have to draw their future revenues out of the capital that has been
‘entrusted’ to them by making a calculation of the profitability of all
fixed assets, and no longer of just the resources that enter the flow
of production. The patrimonialisation of the economy thus trans-
lates into a globalisation of the calculation of returns on capital and
into the implementation of a permanent liquidity of that which the
company or the public authorities used to consider as intangibles or
as assets mobilisable in the very long term (and thus never for the
agents’ economic calculation in the short term). While the supporters
of patrimonial analysis have, paradoxically, identified many transfor-
mations of the wage relation (1) (it is significant that the flourishing
of pension funds has been maximal in the United States, where the
introduction of a general European-style system of social protec-
tion was never implemented), they see the transformations in the
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productive system solely in terms of a deformation of, and perverse
drift from, the needs of financial logic. Pension funds, privatisation,
deregulation and the globalisation of the requirement for a level
of financial viability decided at the global level certainly translate
changes in power relations between national wage labour and the
governing power — changes designed to fashion rules of accumulation
and distribution at the transnational or imperial level, as we noted
at the start of this book. But these analyses make no connections
with the transformations taking place in the production of goods
and in the formation of wealth. The wealth produced through finan-
cialisation appears as a new and intelligent form of rent benefit, by
comparison to the profit related to Fordism or industrial capitalism,

2 Financialisation and cognitive capitalism

Now let us imagine that, within the industrial capitalism of the
Fordist regime, it was the emergence of cognitive capitalism that
rendered unstable or inoperable the financial and monetary system
specific to the Fordist model. In the cognitive capitalism school
of thought, flexible production and financialisation are both seen
as being subordinate to the achievement of permanent innovation
(the substance of value). They also mark a return, a reaction and
an attempt to overcome a crisis in the relations of implementation
of property rights, which are both the condition and the form of the
capturing of value. Transformations in the role of money-and funds
in economies should be read, in this context, as the manifestation of a
new ‘governmentality’ of capitalism,* to use Foucaldian vocabulary,
or ‘governance’, to use the vocabulary of the world of finance. In
the financial sphere we are now seeing the expression of problems of
power that arise because of the mutation of capitalism into cognitiv
capitalism. ‘

These financial changes, in their action of modifying both the
modalities and the type of accumulation, are trying to control some-
thing that can no longer be controlled by the Fordist regime. That
something is the new profile of productive labour at the collective
level, which manifests itself in the appearance, alongside the large-
scale enterprise and sometimes in competition with it, of territory
that produces innovation. These territories of excellence consistently
spread outwards beyond the limits of the enterprise.” The result of
this is, simultaneously, a crisis of the perimeter of the firm and a re-
examination of public action.®
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3 The question of the immaterial and its accounting within
firms

Whereas public economic policies are concerned with the exter-
nalities associated with the creation, preservation or enhancement
of the apparatuses of innovating territories, in the sphere of private
accounting — in its scandals (for instance Enron, Parmalat, Crédit
Lyonnais, and the equally massive scandals in Japan) and in the
reform of its conventions — we can see that the enterprise faces prob-
lems of evaluation that are no less pressing.

In cognitive capitalism the basic resources, which are hegemonic
in the labour process, are the involvement and the attention of living
labour, and cooperation between human brains connected together
through the Internet by means of personal computers. However,
the base on which the wage system [/e salariar] was built during the
nineteenth and twentieth centuries was the separation between an
organisation of work dictated by machines and carried out during
fixed working hours and the free person. Involvement in cognitive
and cooperative processes engages the affects and the brain as a
whole. The wealth of any given company, and its potential for real
innovation, are less and less able to be grasped by the accountancy
type of convention that has evolved over the past two hundred years.

For the accounting frameworks of today’s companies, the problem
revolves around how to identify intangibles. This is how accountancy
analysis and the definition of international standards came to face the
question of the inclusion of stock options.” The Sarbanes—Oxley Act,
passed by US Congress in 2002 after the Enron scandal, forced com-
panies to include stock options in the costs column, and not among
the resources (that is, among the assets) of the balance sheet of the
company. More generally, this growing displacement is manifested in
the emergence of the concept of ‘goodwill’. This notion involves both
taking into account things that escape the accounting of physical assets
and codified intangibles (e.g. the company’s portfolio of patents) and
acknowledging the difficulty of valuing them, since they are extremely
volatile. Technically, in its formation, this ‘goodwill’ corresponds to the
concurrence of opinion, among buyers and sellers, on a price that goes
beyond the accounting value.® Thus it records the positive difference
between the value found in stock exchange transactions (‘fair value off
the books’) and the value as determined by the accounting books (‘in
the books’). This brings us more generally to the issue of the inadequacy
of company accounting rules, which were created for the accumulation
of physical capital (‘hardware”), in companies whose problem is how to
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accumulate (retain) immaterial capital. Also known as an ‘intangible’,®
such capital consists of that human resource in its dual form, which we
have already described at length: that of living labour (or ‘wetware’),
and that of the cooperative network (or ‘netware’).

The evaluation of invention-power goes hand in hand with its
control. This is shown in a number of areas in which the market and
wage norm translates into a growing commoditisation because it
seeks to register changes in the mode of production and to govern its
effects. What is the value of the knowledge contained in a firm — and
the value of its reputation, of its client networks, of its suppliers, of
its non-institutionalised internal networks, and, harder still to assess,
of its innovative potential — if this last item is largely outside of the
firm’s geographical space and juridical perimeter? In the Fordist
firm it was by the amount of money spent on advertising that one
could measure the reputation of a firm (even though this criterion
was imperfect, because it certainly did not guarantee an equivalence
between the amount of money spent on advertising and its commer-
cial performance). This oscillation of prices between astronomical
values and values that are almost zero is a factor of instability. In
sectors that produce knowledge<goods or information-goods, this
instability — which comes from a lack of agreement on fundamentals,
as they are established in convergent fashion over companies in the
old economy — exacerbates the recourse to mechanisms of evaluation
and decision-making of the §ort that financial markets have been able
to implement on the basis of the computerisation of stock markets.
If the value of assets to be evaluated is complex and volatile, the
investor will ask not to be irreversibly committed and to be able to
disengage quickly. It is the nature of that which is-the, subject of the
transaction — namely an information-good or a piece of knowledge
whose assessment cannot be made on the basis of fixed capital accu-
mulated, but on the basis of a living capitalisation of knowledge and
expertise, one that oscillates between all and nothing — it is, then, the
nature of this volatile entity that explains the unstable and speculative
piecemeal testing (in the meaning assigned to it by André Orléan),
which is the only means finance has to determine its ‘actual’ price,

4 The transformation of the labour market: Para-subordinate
work

In a society where production is becoming increasingly complex and
relies on innovation produced through the activation of knowledge



142 Macroeconomic deadlock: Going beyond the critique

and not just through information processing or data, we find an
overall difficulty: how can we attribute productivity to factors of pro-
duction that can be isolated and individually remunerated?!?

The new knowledge and the innovative products are the result
of a complex coming-together of factors (the work collective, the
Internet, the development of society as a whole). How to allocate
‘factorial’ or ‘individual’ remuneration within individual compa-
nies becomes something of a headache. This process encounters
difficulties in implementation; but, more importantly, it rapidly
becomes arbitrary and disincentivating for those employees who, in
all the management literature, have been encouraged to maintain a
degree of autonomy, learning, initiative and appropriation of new
information technologies. The playing out of this requirement is
reflected in human resources management through the promotion
of ‘competence’, which now comes to be valued more highly than
qualifications, specific job definitions and fixed jobs.

The classic form of the wage becomes non-conducive to an incen-
tivising and vertically hierarchical kind of management. Members of
staff (from supervisors to team leaders and to human resources man-
agers) find their position being challenged or completely redefined.
Formal de-salarisation and the reconstruction of second-generation
self~employment mean that these functions of control begin to dis-
appear. It is, directly, the market and the bankable discovery of the
‘freelance’ that serve to oversee the intensity of effort and its quality.!!

The market norm is reinserted directly into what Alain Supiot has
called ‘para-subordinate work’. This differs from traditional waged
work by reason of the fact that it formally de-salarises the employee.
In the historic wage system, in exchange for accepting a relation of
subordination and for abandoning the claim to their real share of the
company’s profits, employees were freed (partially, or almost com-
pletely in situations of jobs for life) from having to deal directly with
the uncertainties of the market. The risk was borne by the employer
‘and by the shareholder. In para-subordinate waged work — or self-
employment, or second-generation autonomous work!? — the personal
relationship of subordination to the employer is-eliminated; here sub-
ordination is maintained through a supply contract provision, which
falls within the commercial market rather than within a labour market
supervised by the labour code. The precariousness of contracts is
the common characteristic of this particular form of employment,
whether we are dealing with temporary contracts installing a suc-
cession of contrats & durée déterminée (CDDs) for short-term contract
workers in the entertainment industry or with three- to five-year
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contracts in industrial projects.!? This form is both an opportunity to
reintroduce global accounting and the flat rate, and a mode of disci-
plining the employee, who has to comply with the terms laid down,
whatever the vagaries of work and its implementation.

5 Finance as the governance of externalities

The production and management of new knowledge by means of
knowledge, the production of the living by means of the living, as
we call it, or the production of ‘man by man’ (Robert Boyer), mobi-
lises knowledge that is non-codified (implicit) or non-codifiable.
Contextualisation'* and the mobilisation of singularised affects!”
become decisive in the ongoing production of incremental innova-
tion. They also mobilise the inclusion of individuals in networks
and multiple interdependences. Some of these interactions are an
outcome of markets that are increasingly complex and segmented;
others, of the recognition of public authorities, which makes them
endogenous to economic calculation by financing them via taxation;
and finally others are not incorporated either in the economic calcu-
lation of private agents or in the non-market sector.

The privileged role of finance has to do with the fact that it makes it
possible in the first place to identify externalities — and hence to draw
a map of them, either in order to'make them endogenous and thus
to absorb them or in order to govern them from the outside without
absorbing them but by maintaining them as externalities, which
means absorbing substantial swathes of free labour. This is the new
form of capturing innovation, which does not have to carry the costs
of reproducing the conditions of its emergence.!6

This question appears particularly in the reforming of French
public accounting through the reform of the Organic Law on
Financial Laws [la loi organique relative aux lois de finances — LOLF].
The question of public policy in an economy that increasingly faces
the problem of how to finance intangibles is how to measure and
attribute the results of its action. The temporal extension of the law
in the enforcement of financial policies at a global level reflects a
crisis of imputation by chapters and posts defined in a rigid manner.
The fairly mechanical application of analytical accounting to territory
reflects the desire to encompass the formation of new circuits of posi-
tive externalities and their exhaustion through predation by private
agents, as well as the desire to find ways to limit their explosion while
at the same time acknowledging their productive role.
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6 The intrinsic instability of cognitive capitalism

The fact that the most characteristic commodities of cognitive capi-
talism are information- and knowledge-goods introduces an intrinsic
factor of uncertainty that did not exist during the era of Fordism.
The nature of these goods (their indivisibility, non-rivalry and non-
excludability) makes them similar to public goods. This is a major
challenge, because private ownership of such goods is the exception
rather than the rule. On the other hand, digitisation and new infor-
mation technologies are eliminating the major obstacles to the viola-
tion of property rights.!”

These two elements contribute to an even more marked tendency
towards the monopolistic concentration of giant companies oper-
ating in the fields of communication and of technologies for the
transmission of information and knowledge. The intrinsic nature of
the assets that they valorise engenders a high degree of volatility and
instability. Knowledge-goods are difficult to market; intangibles are
difficult to codify; and, finally, the only way to apply a price to them
involves procedures of forming opinion among publics that are as
changeable as the multitude. Under such conditions, the reactions
of companies oscillate, from the ferocious conquest of a monopoly
position that guarantees usury prices to the very long-term capture
of publics who become the primary resource, while what is actually
being sold to them may change very quickly. The first strategy ~ that
of the monopolies — allows discriminating prices and profits out of
proportion with the ‘old economy’. The new information technol-
ogy industries have therefore shown themselves to be destabilising
factors, all the more so since prices fluctuate between monopoly
prices and prices that are virtually zero. It is here that we must seek
the famous requirement of 15 per cent return on capital invested
~ a rate that would have been totally delirious for the old material
economy, which was incapable of delivering it for the past twenty
years. The second model, that of the production and conquest of
‘publics’, includes, by contrast, strong spaces for the ‘free’.

There is, therefore, in the production of knowledge or of infor-
mation goods — as also in the production of innovations in cultural
sectors and in the fashion sector — a fundamental uncertainty,
which has little relation to the unstable weather conditions that
affect the construction industry or agriculture. Price formation then
borrows the mechanism André Orléan has highlighted as operating
in financial speculation: that of forming.a common opinion among
the agents. This common opinion appears in the form of ‘“fashion’,
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‘reputation’, ‘democratic universal suffrage’ and ‘audience’, con-
ceived of as ‘part of the advertising market’ and, more precisely, as
an ‘availability of the attention of a large number of people’. There
is therefore a strong correlation between the formation of the value
of a cognitive good and the financial assessment of a stock exchange
asset. This means that, for the company, the formation of a comimon
opinion among shareholders via the means of communication and
the accumulation of -‘confidence’ are critical variables, since they
determine market capitalisation and hence the amount of borrowing
that is possible. One could even argue that one of the main activities
of cognitive capitalism is the production of different kinds of publics,
of which the stock market public is not the least,

To illustrate this point, let us look at the analysis undertaken by B.
Coriat, F. Orsi and O. Weinstein into the model of the science-based
regime of innovation.!® The model of public authority funding for
basic science in the United States (university research centres, non-
profit foundations) has been replaced progressively since 1980, in the
field of biotechnology, by a totally different regime. The Bayh-Dole
Act and the Chakrabarty Decree in 1980 authorised, respectively,
the creation of private laboratories by universities and the patent-
ing of living forms — provided they are separate from the totality of
the organism and are the product of a technical invention: in the
case at issue, it was a bacterium modified so that it could digest
hydrocarbons. These laboratories, which do not make profits, since
therapeutic discoveries to be extracted from these patents are not yet
available, could not be floated on the stock exchange because they
could not present three consecutive years of positive operating results
(profits). The creation of a second market INASDAQ) has removed
that obstacle. The laboratories have been able to raise funds con-
tinually, by communicating the fact that they had cognitive resources
that would be indispensable in the medium or long term for gene
therapy in diseases affecting a large segment of creditworthy custom-
ers (degenerative brain diseases, obesity, diabetes), even though they
were, and are, losing several million dollars a year. The formation of
a common opinion on the usefulness of such research serves not only
to encourage congressional representatives (of NASA, for example)
to vote in favour of subsidies, but also to raise funds directly, through
the financial market. This latter proves to be, through sophisticated
products of wealth management, the converter of common opinion
into a source of credit. In the field of innovation, which is affected
by a very high uncertainty of success, neither private companies
nor the state take on risks directly any longer; they transfer them
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to households by means of finance capital, which acts as an inter-
mediary, exactly as happens in the management of a part of social
protection by means of capitalisation. In the process of managing
their careers and their social security through capitalisation, house-
holds can raise funds for activities that rely on intangibles (future
values). Such a model of recourse to financialisation has, in return,
remarkable consequences on innovation and on cognitive capitalism,
as has been highlighted by Coriat, Orsi and Weinstein. The present
state of science (the deciphering of the genome, shared between
different laboratories, either in partnership with each other or in
competition) is not sufficient to reassure investors. What is needed is
an accounting counterpart to these firms in the area of the immate-
rial: applications for patents have literally exploded in this domain,
and in that of software, while patents applied for in the traditional
sectors of industry have remained stable. The hardening of America’s
position on respect for intellectual property rights in the World Trade
Organisation (the Marrakesh Agreement in 1994, followed by the
Doha Round) is a logical extension of this, Conflicts over the limits
of property rights become an element in the long-term regulation of
cognitive capitalism and determine the viability of private financing
channels for funding science and innovation.

Such a system operates with much greater instability than the
modes of financing that were institutionalised in Fordism after the
great crisis of 1929. But we should note that, right up to the 1930s,
the Second Empire and competitive capitalism — to use the termino-
logy of the regulation school — has experienced these same phases
of intense market speculation followed by the collapse of specula-
tive bubbles (for example the Panama scandal). It is as if, with the
emergence of cognitive capitalism and in the absence of an account-
ing convention capable of taking account of externalities and of a
degree of interdependence and socialisation of economic agents in
the company sector and in the economic regulatory bodies, the only
stabiliser employed was finance, with phases of speculative expansion
followed by partial or local stock market crashes.

Since it has to do with knowledge-goods, financialisation appears
in a first phase to remove the obstacles that these present to their
transformation into goods that are rival, divisible and excludable.
But, in the era of the digital, it calls for the creation of enclosures
by means of new property rights and digital management rights.
These new enclosures have a depressive effect on the intensity and
quality of innovation. The alternative strategies consist in the crea-
tion of new public spaces and conditions for free public access to
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the digital commons, on the basis of grant-funding (‘open archives’),
When externalities predominate, the macroeconomic deadlock of
this economy of complex systems requires a rethink not only of the
wage convention, of the employment convention and of the business
convention, but also of the fiscal convention.

But this substantial alternative that is beginning to emerge is
largely concealed under the mobilisation of old progressist categories
of the critique of political economy of industrial and Fordist capital-
ism, undertaken in a reactionary and nostalgic spirit. Two paradoxes
illustrate excellently the failure of imagination in the tradition of
defending the public economy, once considered a jewel of French
economic thought since the work of Francois Perroux: the LOLF
and taxation. :

The Organic Law on Finance Laws'® is the law that lays out the
juridical framework of financial legislation in France. Its intention
is to bring the management of state expenditure into line with the
per-project management model adopted by companies. However,
this movement of rapprochement is only apparent. The rules that are
emerging from the application of LOLF smack rather of a traditional
rationalisation of budgetary choices, where one defines the objectives
and means of all operations in terms of cost/benefit accounting. The
idea of performance and transparency, which underpins the reform,
is still desperately Fordist, as if society and the state had become
big companies at the very moment when big companies were very
much subject to doubt. In fact, at the same time as private compa-
nies discover that productivity in cognitive capitalism is related to
productive territories and networks, to positive externalities and to
intangibles that they have made themselves able to capture, the state
is systematically dumping all the assets of a true productivity, which
are reckoned to be inefficient junk — as if one should be ashamed of
them in a modern productive world. Public spending is falling in
public services, in research and in education. Officials who are naive,
inexperienced or perverse play to the bosses’ tune without the sanc-
tion of the market. The state, at all levels, acts ‘as if’ it were playing
market. And at the same time the market, for its part, is discovering
the crucial difference between the brute forces of a market that stakes
everything on competitiveness and an intelligent quasi-market intent
on mining the knowledge society.

As for taxation, the situation is not much better. Instead of
reflecting on the fiscal crisis and of returning to basics, it wallows in
ill-informed and dangerous ideology. The right talks about reducing
direct taxes (income tax, payroll taxes on labour)? So the left goes
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one better in singing the merits of a progressive tax on income and of
a republican tax on inheritance. The new nature of the wealth created
in the circulation of knowledge-goods, and therefore in the flows,
which is very much a real question?® and possibly the condition for
finding real solutions, is not addressed.2!

There were small signs of movement in France, with the report
produced by Maurice Lévy and Jean-Pierre Jouyet, which suggested
(very diplomatically) to the biggest axe-wielders of public debt?? that
perhaps it is in the sector of the intangibles that tomorrow’s genera-
tion of value added and jobs are to be found. Unfortunately this fine
intuition too often falls back into patrimonial trivialities such as: how
can the state better valorise its ‘property patrimony’ (a rather curious
example of the immaterial, as if we were talking about tourism value)?
Or what tinkling hard cash might the auctioning of bandwidth bring
in? What a pity that the Institute for Valorisation of the Intangibles
of the State has begun to implement a policy that runs counter to a
free and public disclosure of all information and knowledge created
through public taxes! - .

But when it comes to defining a strategy of resolute entry into the
knowledge economy, into new services and public spaces and into
new freedoms that need to be put into place and protected — and
forms of protection of social pollination, and viable means of financ-
ing all this — they have nothing new to offer.
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Wealth in society, but poverty of social organisation — these are the
initial realities of the third capitalism. These kinds of tensions are
not new. They have always been a characteristic of turning points in
the history of capitalism. The time has now come to conclude our
first excursus into this new grand transformation. What follows is in
the form of an envoi to the reader, and my hopé is that it will reach
out to those whose politics sometimes feels a bit off track or lacking
in ‘strategy’. I stress again that I am not intending to provide ready-
made strategies. If my book has succeeded in contributing to the
collective task of cleaning the Augean stables of political economy,
it will have achieved its aim. As I said above, we need to remove the
epistemological obstacles to a shift of paradigm. Capitalism is in the
process of doing this on its own account. It would be traglc if society
were not able to do the same.

1 Biopolitics versus biopower

Yes, capitalism has already begun its transformation. We are not
seduced into admiration of its technological progress, nor are we
fascinated by its power, because we know that both derive from the
knowledge society, and we also know that, if we succeed in defending
the interests, the passions, the inventions, the desire for equality and
the freedoms of this society, we can tame the dragon of fear.

We know that cognitive capitalism is knocking at the door when
production comes to mean producing the living by means of the
living, and when it is no longer content to domesticate plants or
animals or to educate the savage child, but sets about making new
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plants, and cloning animals, and fashioning the human cyborg, and
mimicking the brain, and above all intervening by means of highly
sophisticated chemical straitjackets. The production of population
brings into being a power that humanity formerly reserved for the
gods and protected through the sacred or through transcendance:
biopower. It is not surprising that eugenicist tendencies are multi-
plying dangerously.! This new power, a power over life itself, has
dethroned the (still) terrifying image that states had constructed
through their exercise of power over life and death — a power of which
they have now been deprived in the less barbarous countries of the
planet. At the same time as the sovereign power to take life has been
progressively removed, women have gained more and more power
(although pockets of stubborn resistance still remain) over the ability
to give life — that is, to refuse it when it is not desired. The two are not
symmetrical: the;power of women is the regaining of power over their
own bodies. The power of the death sentence, on the other hand, is
a power of the state over people’s minds, a power over its subjects
through the medium of the tortured body.

Even though it was (and still remains) terrifying, the biopower
of the state, which is exercised through the biopower of the execu-
. tioner and the soldier, is like a hand grenade in relation to a nuclear
explosion when we compare it to the biopower that is beginning to
be exercised over the living and to its quality and modalities. We
have seen that the power exercised by the human species over the
biosphere and its ecosystems is not only cataclysmic, but also largely
blind and out of control. The emergence and construction of limits
to this biopower form the purpose and foundation of biopolitics and
represent today the most urgent form of politics. As we shall see,
this remains true when we address the problem from the other end.
Biopower, this excess of power extending into the borders of the
living, is a way of governing the population and of managing the bio-
political activity of human activity.

Biopolitics and biopower have entered into a new relationship,
inasmuch as knowledge and the supply of bio-goods are now distrib-

uted on the Internet. Thanks to the on-line efforts of Greenpeace, *

there is now public access to a scientific report, doctored by
Monsanto, on the allegedly harmless effects of genetically modified
corn on rats. But that selfsame Internet was also used by the madmen
of the Raelian sect to announce the cloning -of human beings.
Problems of bioethics have replaced the old moral concerns of the
humanism of the Enlightenment. Biopower has made it possible for
humanity to produce the post-human, both for better and for worse.
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Peter Sloterdijk, in his famous text on ‘Rules for the human park’,?
which created a major scandal, was merely describing the facts of
what is happening. This aspect of the knowledge society (perhaps it
really is only now that man has bitten into the apple of the Tree of
Knowledge) arouses an irrepressible libido in cognitive capitalism.
Bio-productivity is so much more efficacious than machine-related
productivity or the productivity that, since the Neolithic revolu-
tion, has limited itself merely to guiding natural processes, that the
principles of limitation of the patentability of life and of the non-
commercial nature of human life are seriously insufficient when it
comes to governing biopower in civic and responsible ways. The only
possible answer does not consist in relying on the welfare state, or on
the market, or on a functionalist fatalism that says that human beings
always find a solution in the end, It consists in an unprecedented
development of biopolitics, which is the way in which political sub-
jects take control of these life issues and themselves build instruments
to control the various kinds of biopower that are proliferating, like
characters in a SciFi cartoon.

2 The production of knowledge: A centre that is everywheré

The knowledge society — and therefore, necessarily, the third capital-
ism that draws its substance from its specific exploitation — revolves
around the creation of new knowledges within the threefold modali-
ties of science, art and language. What are the institutions and organ-
isations within which this production takes place? The conventional
answer is that companies are still the nerve centres of the production
of wealth. In this scenario we have a hyper-industrial reality, which
produces via companies, companies that retain most of their previ-
ous functioning (the rest serving to amuse the gallery and to take
care of communication), knowledge-goods, and vehicles for artistic
creation and language. In reality the de-centring is taking place at a
much deeper level. Training, education, learning, life itself in society
directly produce wealth through networking. The market, business,
government and public action are no more than converters and trans-
mitters. Universities and their offshoots — such as research laborato-
ries, spin-off companies, start-up nurseries, non-profit organisations
(non-governmental organisations (INGOs) and various foundations,
including those run by big companies) — have the same intensity
and importance as big businesses and traditional small and medium
enterprises (SMEs).
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The final fundamental institution of the knowledge society is the
digital network — the Internet — as it exists now in the form of Web
1, and in its further development as the more interactive Web 2.3
As Lawrence Lessig points out, what we have here is a creation of
human intelligence in society — and not yet another appendage of
the ‘big animal’ of the state, or a further updating of big business.
What people call the network of networks has to be defended because
it is the oxygen of the knowledge society. Commodity-based neo-
Fordism and the arrogance of the state are the bad fairies leaning over
its cradle. A new culture of public goods and of the tools involved in
their production needs to be invented. This is not a programme for
the future, it is an urgency that needs addressing as of yesterday. The
Internet is both the explorer’s ship and the ocean of the cosmopoli-
tan, which is, increasingly, the reality of our global and digital era.*

If we want to move from what is by now a now totally anaemic
welfare state to a society of common goods, as well as to an ecology of
material resources dand to the new growth of the economy of the no-
osphere, we have to abandon the old scenarios of industrial capitalism
and its annex in the form of socialism. Without many regrets. Social
democracy, whether old-style or ‘Blairite’, old-style communism and
neoliberalism have all got it wrong. Let us not throw stones at them.
Each in its own way ‘ventriloquises’ a small part of the new grand
transformation.

~,

3 A New Deal for cognitive capitalism: Why a new wage
compromise will prove to be unavoidable

Cognitive capitalism is a tendency that has now become a reality,
a new kind of accumulation. But it is not a stabilised regime. We
explained at length in the previous chapter why it was inherently
unstable, This instability has nothing to do with any presumed
instability per se of the mechanisms of the financial system; quite the
contrary, the ambition of those mechanisms is precisely to absorb
shocks and t6 smooth out discontinuities in the economic cycle.
First it was the instability of overproduction, and then that of the
correct balancing of savings, investment and consumption. Today it
is the uncertainty of a capitalism that finds itself at a crossroads in its
history. Neoliberal financialisation, with its frenetic need to ensure
liquidity, finds itself being entrusted with the mission of negotiating
this perilous crossroads.

This instability derives not so much frorn the threat of a financial
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collapse. It has more to do with the absence of legitimacy that appears
in the contestation of the new-productive dominance of the duo con-
sisting of the United States (for cognitive capitalism) and China (for
its industrial output). This encounter between the communism of the
most developed capital in the world and the communism-reduced-
to-Jacobinism of the Bolshevik bureaucracy does not come as a
surprise. The law of uneven development has actually looked like this
ever since capitalism was born. ' )

The major systemic crisis lying in wait for cognitive capitalism is
not a fall in monetary lack of differentiation or in uncertainties due
to the financialisation of the economy. Rather what is happening is
the opposite. The financialisation of material production reflects two
things simultaneously: (1) the excessive slowness of the transition
currently under way; and (2) the mode of control over the coopera-
tion between brains, and the fact that it can no longer be maintained
in the kind of industrial hierarchy that characterised Fordism and
Taylorism. The basic uncertainty hanging over cognitive capital-
ism has to do with the increasing difficulty of validating ex post the
law of labour value, in short to inscribe the new property relations
and institutions that would guarantee the ‘law of the market’.-The
re-privatisation of social cooperation no longer appears as a develop-
ment of that productive force that is the activity of living labour, but
as a regression. Cognitive capitalism can no longer use the recipes of
the old wage-labour system. It is blocked, in the same way as mercan-
tile capitalism was when it came to the point of having to abandon the
non-free dependent work of slavery in favour of the second serfdom.

If we examine this difficult transition, we find that the solution has
been sought (and found) in a constitutional re-jigging of subordi-
nated work and in the weakening of the constraint that it embodied.
The money/work exchange relation has been redefined. From the
various forms of non-free or semi-free dependent work, we made
the transition to free waged labour.” The constraining elements of the
labour relationship have been removed and entrusted solely to the
market relationship.

Is the waged workforce (in the form in which it was built as the
backbone of industrial capitalism) a form appropriate to the condi-
tions of degree 2 exploitation of invention-power? From a capitalist
standpoint it seems at first that there can hardly be any doubt, You
can read all the job-creation measures in unemployment spending in
this perspective. The French minimum income for social integration
(RMI), like the last poor law in England (known as Speenhamland,
1795-1834), was attacked not because it promoted laziness, but on
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the grounds that it made people incapable of ‘re-socialising’ into paid
employment in industry. Even the Sarbanes-Oxley law, under the
pretextiof ending the moral scandal of corruption (we are still waiting
for a law to deal with the golden handshakes offered to chief execu-
tives to get them to give up their jobs), severely restricts the recourse
to stock options and is in fact a conscious attempt to curb the flight of
the wage system. Some stock options divide employees between the
privileged and non-privileged. Their spread is profoundly expensive
and, above all, it destabilises the very principle of wage labour [sal-
ariat]. Nonetheless, each company seeks to benefit from a maximum
of positive externalities. This is why they have been outsourcing a
growing number of their operations, often taking staff off their own
payrolls. '

The same goes for start-up companies. For a time they are left on
a slack rein, because that is a necessary precondition for their being
able to produce innovation, But they are fairly soon brought back
into line (by being bought up, or through financial rationalisation).
Innovative and pollinating activity is quite resistant to the wage
norm. We have already described how the model of free software and
that of peer-to-peer represent a big break with the traditional wage
norm. This happens for reasons. that have to do with the nature of
cognitive capitalism (the rejection of mono-employment, the con-
tinuous nature of the working day), and also for reasons that pose all
kinds of other problems (a refusal of vertical hierarchy, indifference
to monetary incentives, the culture of the free and of freedom). The
models of the university and of the world of art, which function as
attractors of cognitive labour, polarise themselves either around life-
time employment (such as the civil service model, or the model of
jobs for life in the company sector) or around intermittency.

What is the common feature that unites these two points located at
opposite poles from each other? It is none other than the hybridisa-
tion and weakening of the wage relation, both through the guarantee
of employment and through a guaranteed income provided by a sub-
stantial redistributive mechanism.

This is why we are here venturing the hypothesis that cognitive
capitalism chimes too much with insecurity. At the risk of triggering
some kind of Fort Chabrol syndrome among workers and employees
dedicated to becoming hordes of Kleenex workers. And while they
wander around, stunned by yet another restructuring plan, we have
to swallow the indecent TV spectacle of traders and financial whiz-
kids earning in one year a thousand times the income of ordinary
folk.”
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Cognitive capitalism will not succeed in achieving a compromise
capable of re-launching the employment convention unless it can
offer the cognitive and pollinating worker a guaranteed income.
Why a guarantéeed income rather than a guaranteed wage (which is
the proposal advanced by the proponents of lifelong job security)?
Because the strongest social divide today is that which exists between
~the economically active who are without either jobs or incomes and
insiders in big companies. Nowadays French workers as a whole
derive more than one third of their incomes from redistribution. This
is a considerable figure, and yet the inequality in French society is
growing. Of course (and this is the case with certain cynical managing
directors) one can view these levels of growing inequality as a way to
calm wage appetites and maintain the discipline of the wage relation
among 80-85 per cent of the active population. However, the overall
performance of economies that rely: on these calculations and the
mechanisms that they put in place have turned out to be disastrous.
They soon sail into a vicious circle in which they find their assets
deteriorating one after the other. From the point of view of cognitive
capitalism, the other reason that seriously qualifies the advantages of
the standard industrial wage labour — here we are talking about some-
thing far greater that bees making honey — is the positive externalities
generated by the pollination of society, and the fact that they need
to be incorporated into the overall product so as to make a differ-
ence in the marketplace, where the competition is very intense. If we
argue as in marginalist economic theory, the returns to be expected
from one additional euro spent on guaranteed incomes are likely to
be far higher than those from the euro spent on guaranteed wages.
By ‘returns’ we mean also the political stabilisation of the system and
its incidental expenses. In other words, cognitive capitalism is now
reaching the limits of strategies of absolute surplus imposed for dis-
ciplinary purposes, and it is understanding that the overall control of
the total chain of production of value must bend to that of wealth, if
it is to have any chance of succeeding.

So let us examine the respect in which a weakening of the wage-
labour system through the introduction of a guaranteed social income
could function as a stabilising factor with a role in the establishment
of a system of cognitive capitalism in the full sense of the term (that
is, the conjunction of a specific wage relation with a particular type
of accumulation and with an equilibrium of the macro-economic
circuit),®

The current of thought that advocates the theoretical and politi-
cal principle of guaranteed income as the necessary backbone of a
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restructuring of the welfare state agrees in rejecting liberal or chari-
table versions of guaranteed income, and repels the virulent criticisms
that this objective raises among the left — reformist and revolutionary
alike. The guaranteed income, or citizen’s income, or social wage,
must be individual, unconditional, cumulative, and set at a level
sufficiently high for people to be able to afford to live (and thus very
close to the level of the current French salaire minimum interprofes-
sionnel de croissance (SMIC)). Far from establishing an intermediate
level between the poverty threshhold, the RMI and the SMIC, it
needs to shake that stratification. In its rationale and in the tech-
niques for its practical implementation, it should not be seen as a
redistribution of the indirect wage (according to the classic theory of
the ‘social wage’). Its funding base cannot be the social contribution
dear to Bernard Friot,” since this is not even capable of coping with
the current financing of social protection without the aid of the two
generalised social contributions [contriburions sociales généralisées).

Agreement on these points is sufficiently discriminating to guide
concrete feasibility studies and to enable a fightback against the many
opponents of the implementation of these principles.!® The convic-
tion, among growing numbers of people, about the need to guarantee
a decent income for all, whether unemployed or not, whether in
work or not, is one of the few examples of social progress today, We
can say that everything happens as if ‘a force on the move’ was being
exercised over social policies so as to come close to them (to be dis-
tinguished carefully from compromises and consensuses).

This issue arouses a strange consensus among economists, and
also among the political parties, which are not really of the same
school. In fact, if one applies the criteria outlined above, any con--
fusions with proposals for a negative income tax, or with Yoland
Bresson’s proposal for 300 euros per person, disappear fairly fast.!!
In the'following insert I have summarised some of the results arrived
at by the research programme into cognitive capitalism and the
knowledge society.

4 Three different points of view on guaranteed social income

However, there have been serious differences of opinion among
advocates of the guaranteed social income or. universal citizen
income.'? When we say differences of opinion we mean differences of
interpretation and divergent conclusions about the nature of eventual
political agendas. Three questions have come to the fore:
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1 How should we understand the word ‘unconditional’?

2 What is the nature of the remuneration to be made?

3 What relationship can the advent of such a social transforma-
tion establish with cognitive capitalism and with the ability of the
system to absorb this huge change?

Unconditionality is not simply a matter of making access to such an
income guarantee separate from any actual job performed (as is the case
with workfare and the duty to ‘insert’ oneself into the labour market).
On this I would agree — and of course this is no small matter, It also has
to do with whether there is conditionality or not vis-a-vis the patrimo-
nial income, which is the starting point.!* This relates to all forms of
social conditionality, ranging from compulsory on-the-job training to
collective, socially useful work activities. Should there be no require-
ment or expectation of anything being given ‘in return’® And who is
the person who might be charged with.requesting such a ‘return’? The
reply clearly goes against any form of social conditionality. Who would
have entitlement? History teaches us that the most humiliating thing
for the poor is the social control exercised over them, local control
being particularly unbearable. Therefore the controlling of people by
forcing them into jobs or by expecting them to act out (very popular
across the Channel) a desire to get out of unemployment (in Britain)
or to ‘insert’ themselves (in France) should not be replaced by another
‘performance’ of ‘public utility’; unless we want to end up discrediting
completely even the very notion of ‘public’ — which surely should be
more to do with a common sharing resulting from cooperation than
with yet another, increasingly binding, norm imposed by government.
The second difference has to do with what is meant in economic
terms by ‘payment’ in this context. This is more a matter of emphasis
than a real opposition — if you wish, a matter of choice between seeing
the glass as half empty or half full. Claiming a guaranteed income
as payment for an activity conducted on behalf of others (an ‘other’
that, this time, would be society as a whole) would be tantamount
to forgetting that this is a capitalist society, and that the time and
space to be preserved are primarily a personal time, not a capitalist
time, and a space that is indispensible for one’s ability to survive in
a society based on control. In my view the question could be turned
on its head. What promotes the allocation of a guaranteed income,
on the model of the ‘right to live’ (the name that the labouring classes
very quickly gave to the Speenhamland legislation), is a weaken-
ing of the constraint implied in the wage system. Liberal industrial
capitalism proceeded in the same way in terms of the freedom of the
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Box 7.1 On the legitimacy and feasibility of the

guaranteed social income

Legitimacy of the guaranteed social income

1

The guaranteed social income (GSI) is not a remuneration
for an individual’s contribution to an input/output function of
production.

The GSI does not derive from a redistribution of money
earned by others in production (in the manner of a secondary
income). It is distributed unconditionally.

The GSI remunerates a productive activity of pollination and
makes it possible to take intangibles into account.

The form of this new form of welfare is in line with the expec-
tations and desires of the knowledge society to be organised in
a more horizontal manner.

This type of public spending is conducive to stabilising cog-
nitive capitalism, which is highly unstable because of the
quasi-public nature of knowledge goods and immaterial pro-
duction. -

As Carlo Vercellone and Jean-Marie Monnier showed in
2007,'* such a major policy shift would be both plausible and
practicable, even though it represents a thoroughgoing revolu-
tion in redistribution and taxation. I support their view.

If the GSI is fixed at € 700 for each person in a pensioner house-
hold (which represents a half of the average wage), it would cost
€286.3 billion per year, in other words more than 85 per cent of
the current Social Security budget.

Funding for this measure would be broken down as follows:

1

The taxes that could fund this income would provide € 95
billion, while the elimination of the majority of minimum
social benefits would provide a saving of € 15 billion, or 35 per
cent of the amount to be financed.

By reconsidering the tax cuts (especially on payroll taxes) that
have been granted over the past twenty years, there could be
a further saving of € 68 billion. To this could be added € 22.5
billion in inheritance taxes and 20 billion from the introduc-
tion of a Tobin tax or ‘Keynes tax’ on financial transactions.
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3 According to these calculations, more than € 215 billion of
funding could be found by these means.

4  The remaining funding could come from the increased revenue
generated by the growth induced by this substantial injection of
money and by the resulting reduction in unemployment, Such
a change would certainly arouse strong resistance from busi-
ness circles and from the wealthier sections of the population,
but the leap that it represents is no greater than the one set in
place after the Second World War with the establishment of the
welfare state. That massive injection of income and welfare was
probably the single most effective factor in creating growth and
full employment in the period between 1945 and 1975.

human persona (the banning of slavery). Realised socialism operated
an equivalent weakening by guaranteeing lifetime employment to
workers, along with education and free medical care.'® In Japan there
was the idea of the job for life,’® and in France the status of func-
tionaries. These new conditions put a particular brand of capitalism
into a degree of difficulty. They selected out the kind of capitalism
that would be capable of surviving in this new envitonment. If we
adopt the reasoning suggested above, one would probably have hesi-
tated before supporting the institutional abolition of slavery by the
biggest capitalist power in the world, the United Kingdom. We have
two choices today, in terms of a transformation of the wage system:
either to adopt a defensive resistance, along a kind of Maginot line,
against the further deterioration of the wage earner’s condition; or to
go beyond the old capitalism, which today has as little value as the
plantation capitalism of the eighteenth century; and to impose a com-
promise: an end to poverty and an end to the useless and barbaric
constraint imposed on labour. But, I hear you say, is it not dangerous
to advocate the perspective of a New Deal and a stabilisation of capi-
talism? Is this not reformism pure and simple? To this I shall reply by
making only two points: |

1 It is not a matter of choice. This is already happening, if we look -
at changes within the wage relation, especially among second-
generation self-employed workers (as discussed above).

2 'The strategy of revolutionary destabilisation or resistance, without
any strategic direction, has been, to date, the only strategy
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followed by a shell-shocked working class; and it has been a
magnificent contestation, but one often locked into a theory sub-
stantially out of keeping with the times. The present results of all
this are not particularly brilliant. But this is all too familiar and
depressing for us to dwell on it for long.

The third point of debate, immediately connected to the preceding
one, concerns the evaluation of possibilities of finding a successful
way out, Andrea Fumagalli and Stefano Lucarelli,!” then Jean-Marie
Monnier and Carlo Vercellone,!® in different registers, see an insu-
perable or very strong contradiction between guaranteed income
and the possibility of stabilising accumulation in cognitive capital-
ism (Fumagalli and Lucarelli), and between the knowledge society
and the predatory action of capitalist exploitation (Monnier and
Vercellone). They believe that this goal is not achievable, and there-~
fore could not form the basis of a long-term compromise between the
knowledge society and cognitive capitalism, I argue, on the contrary,
that this profound transformation of the wage system, its decisive
weakening, is a precondition for the institutional stabilisation of
a regime of cognitive accumulation — just as the legal abolition of
slavery was the precondition for the complete expansion of industrial
capi}alism and for the global salarisation that is taking place before
our eyes. This implies, precisely, that cognitive capitalism has a vital
need, not only for the cooperation of the invention-power -of the
‘cognitariat’ or ‘netariat’, but also for the institutional forms that
consolidate and protect its inherent instability. This instability has to
do precisely with the difficulty of transforming into commodity goods
the codified knowledges that are now tending towards the status of
public goods and are difficult to protect through intellectual property
rights. When the economic models of digital production slip from
patent and copyright to trademarks or services, this change is not
possible without a stabilisation of the relationship with living labour
as inventive and actually living labour. It is no longer the citizen-con-
sumer that has to be recognised as a structural and inescapable com-
ponent of cognitive capitalism, but the production of the living.(of
the biopolitical subject) — within which invention, self-training and
mobility between personal time and collective time take place in con-
ditions of cooperation and production of new knowledge tout court.
The guarantee of income is, in a Keynesian sense, the new downward
wage rigidity, the cornerstone of the reconstruction of welfare, in the
face of the new kind of warfare that has succeeded the bipolar con-
frontation. We are no longer talking about the desire for liberation,
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which has not disappeared, but about the material constitution of
cognitive capitalism, This obviously implies the challenge of the via-
bility, over a long period, of a new type of historical capitalism. It will
be objected that this resumption of a real revolutionary reformism
(instead of a revolutionarism that ends up in mini-reforms) seems to
flirt dangerously with the advanced point of capitalism — which is one
of the minor theoretical sins of Italian workerism. But the situation
is no longer that of a modernisation of capitalism, or of a resumption
of industrial capitalism (Taylorist and Fordist) in a macroeconomic
framework laid down once and for all (Keynes and Beveridge). The
situation that has faced us for the past thirty years is one of change
in capitalism (in the substance and form of value), and not only in
the form of the wage. If we add to this the environmental challenges
that are progressively invading the space of political programming,
it becomes clear that the fracture in capitalism is more interesting
and opens more political space than the fracture that is still based on
the residues of national sovereignty, or than the simple statements
of a desire to break with capitalism. The possibility of rupture is,
precisely, located at the strong point of cognitive capitalism. And
consequently on the strong link.

So: should we think that all we have to do is just wait for all this to
fall, like a ripe fruit? No, because what is at stake — and what remains
the primary stakes of politics ~ is two things:

(a) the speed at which the old industrial capitalism will be defeated.
In the battle on global standards (working conditions, wage
levels, levels of social protection, and so on), the guarantee of
income is far more effective, because it neutralises divisive effects
and prevents the Third World from having to continue playing
its role as the artificial lung of Mancunian capitalism;

(b) areas of freedom that limit ecological and biopolitical predation.
Thus the battle against the new enclosures of intellectual prop-
erty recreates a common non-state space. But this latter depends
heavily on the support it finds in the groundmg of a common
guaranteed income.

5 Conclusions from the changing form of the wage relation
in cognitive capitalism

We can state today, if we maintain that we are in a changed capi-
talism (a changed regime of capitalist accumulation, but also, and
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increasingly, a changed structure of property rights and of the nature
of productive forces), that, from the capitalist point of view, an insti-
tutional relationship can only be established on the basis of a total
reinvention of the labour code governing dependent work (in other
words, work done for others). In what sense should we understand
the term stabilisation? Simply as the following: the globalisation that
translates this new great capitalist transformation is as devastating
as mechanisation was for the weavers between 1780 and 1832. It
redraws the relations of power. We need to avoid, on the question of
cognitive capitalism, vulgar notions of the knowledge-based economy.
The new system set in place is not an extension of industrial capital-
ism into knowledge, viewed as the industrialisation of the tertiary
sector while everything else remains unchanged. What is in question
is the substance of value, and its shape. The economy is not based on
knowledge as such (although society itself is), but on the exploitation
of knowledge. With the digital revolution (while we await the equally
breathtaking revolutions in nanotechnology and the mastery of life
through life), codified knowledge (databases, software) becomes
information-goods and public knowledge. Economic models which
since industrial capitalism have been based on the sale of them are in
serious crisis: digitisation has drastically downgraded the old imple-
mentation of intellectual property rights, while the advantages gained
in the field of codified knowledge are lasting for less and less time.
For the capitalist it is no longer a matter of selling knowledge like a
sack of potatoes (even genetically modified potatoes), but of trying
to measure and sell the implicit and contextual part of knowledge
because this part cdnnot easily be delocalised, because it is a singular
accumulation of experience or because it captures positive externali-
ties that are territorialised. This accumulation is called ‘intellectual
capital’. Here is where the bearing of durable value is to be found.
So what characterises cognitive capitalism is not the fact that it is
based on knowledge or, even less, on the limited sector that produces -
knowledge (R&D departments of big companies or investments in
machinery employed in this sector). It wins its titles of nobility and
its rank in the‘exploration, valorisation and exploitation of knowledge -
elements that are resistant to numerical coding and that incorporate
a maximum of positive externalities. We have defined this particular-
ity as exploitation of the inventive force of living labour, or exploita-
tion of degree 2. In the age of General Intellect (that is, in the age in
which the development of science becomes the force of production
par excellence), this capitalism can no longer limit itself (as was the
case in the classic exploitation analysed by Marx) to consuming the
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worker’s entire mental and physical energy and to exhausting his
living activity in the productive cycle (on condition that it recovers
in the sphere of reproduction for a new cycle). It has to keep living
labour alive as a living force throughout the cycle if it wants to capture
a part of the invention-power and hence to divert it to its own profit.

The productive labour at the heart of value today may be charac-
terised as the inventive activity of brains operating with computers
~ that are mobilised in active networks, The organisational form that
enables innovation is horizontal cooperation, which is made possible
by the twin tools of digitisation and the Internet. Without horizon-
. tal cooperation there is no innovation, or much less of it. Without
the Internet the costs of organising horizontal and de-centralised
cooperation becomes astronomically high. Without computers and
without digitisation, memory capacity and computing are low and
limnited, given the poor calculating capacities of the human brain (the
‘limited rationality’ of Herbert Simon). Without the ability to harvest
brain activity — which never ceases, but which has creative phases that
are unpredictable and unassignable to a particular time or place (for
example the office) — one cannot harvest the positive externalities or
incorporate them into service-sector goods. They are, furthermore,
better incorporated into processes than into products and processes
trivialised by numerical codification. Without the power of the living
(le vivant, human activity), which is radically distinct from machinery
and from coagulated dead labour, none of this can take place. -

The individual brain is already one of humanity’s most complex
systems. Cooperation between numbers of brains, in other words the
collective inventive power of large numbers of brains, is even more
complex. The reproduction of invention-power, if we are to stay with
the vocabulary of Marg, is thus somewhat overturned in relation to
the classic schema of the reproduction of labour power.

Capitalism has ceased to speak solely in terms of product and
material procedures and now focuses increasingly on process: exploi-
tation has now become, basically, not that of the consumption of
labour power, but its willingness to make itself available, its atten-
tiveness and its ability to form new networks and to enter into
cooperation, through the medium of computers linked together. It is
not an exploitation of living labour’s capacity to transform itself into
dead labour, into a product, but of its capacity to provide answers
to non-programmed questions, the answer to which is tautologically
given in the question. It is therefore a matter of innovation or of
net gain. Mobility, responsiveness, continual change, have become
values embedded in qualification — a concept that is losing ground
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to the concept of competence: the latter is seemingly more vague but
actually grasps the vectors — the reserves of strength — rather than
the points of fixed jobs. What functions as the benchmark for the
real rate of exploitation is no longer employment and the duration
of working time within the precise limits of the job, but rather the
workers themselves in the duration of their lives, in their trajectories
through the fabric of society and production.

The capturing of value is thus led to concentrate specifically on the
production and management of publics and on control of the mechan-
isms of formation of public opinion. The digital revolution and the
breadth of its dissemination and appropriation now make it possible
to capitalise, thanks to the real-time traceability of information, net-
works that are in the process of formation and their multiplier effect
and self-organising power, The productive chain of value has been
pulverised. What a company is worth is now determined outside its
walls: its innovative potential, its organisation, its intellectual capital,
its human resources overflow and leak in all directions. Living labour,
instead of being simply the source of value that was accounted for
through the living labour consumed [comsommé et consumé] in its
transformation into the dead labour built into machinery in the next
production cycle, has become, directly, the measure of value.

The transformation of the role of finance can only be understood
in this context. Finance has become the nervous system of produc- '
tion because the centre of gravity of value has shifted to the positive
externalities that are produced by productive territories — that is,
social cooperation among living beings. Classic finance, just as the
Christian ministry was for governmentality, has become the govern-
ance of an economy fragmented by externalities. In an information
society or in an economy based on know-how, the potential of
economic value contained in an activity is a matter of attention,
intensity, creativity and innovation. Now these elements occur
. largely outside the scope of the classic working day as measured by -
the contract of indeterminate duration (CDI). We are seeing a return
to an evaluation per job, or per project. Because these projects, while
still remunerated according to the final finished product (and not by -
time), incorporate a substantial amount of free time.

6 The remuneration of human activity in pollen society

There is more. In reality, the human activity that is being captured
in this way is not the production of honey, undertaken by productive
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human bees, but their infinitely more productive activity of pollina-
tion of social relations, which determines the degree of innovation,
adaptation and adjustment. In a society where production operates
through the living and is geared to creating the living (bio-production
and biopolitics) and living knowledge by means of the activity of living
knowledge, the measuring of working time goes into crisis. Doubly
$0, in fact. On the one hand, the classic system of working time has
now become largely porous. The labour code is felt by employers
(and sometimes even by employees) as simultaneously too restric-
tive and too lax. What does it mean to do 35 hours of mental work
per week? What is the meaning of a system that measures productive
output only in terms of the final product and does not measure it in
relation to the products of an activity that requires continuous prepa-
ration, updating and training, and a joint sharing of things?

If we want to take the analysis one step further, we could say that
we are witnessing a crisis in the codification of the wage relation — a
constitutional crisis of work. This crisis is structural: it affects, here
and now, the form of waged work, the nature of the separation
between the body and physical labour-power, the workers’ relation-
ship with their tools, with the product of their activity, with their own
life, with the workplace and with the form of activity in the form of
Beveridge-type employment. ‘ ‘

Let us conclude on this last point: in cognitive capitalism there is
much (traditional) work and there are many informal activities that
are not recognised or formatted as predetermined ‘jobs’. There is
work and activity everywhere, especially because the activity of the
unemployed person, who has a rich and pollinating life (which of
course is not automatically the case) produces something other than
the old Keynesian signal of under-utilisation of the capacities of the
productive apparatus. Such a person is directly producing wealth.
Rote Marxists explain to us pedantically that wealth and value are not
the same thing, But they are stuck in an antediluvian capitalism that
sought to capture only market economic value and was not in the least
concerned with wealth. They cannot see the problem posed by cogni-
tive capitalism (and that cognitive capitalism poses itself) — namely
that of placing oneself systematically in a position of being able to
incorporate wealth into market economic value. What we are talking
about here is the stock exchange notion of ‘fair value’ versus the
accounting value of a given company. Basically, these people persist
in thinking that the emergent capitalism is only interested in the honey
of the bees and not in the process of poilination; and this, in the era of
biotechnology and ecology, shows a worrying backwardness.
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The macroeconomic problem (which is Keynesian in spirit but not
in the letter) is that activity does not translate into jobs. Why not?
Because the employment code [code de I’emploi] that was established
gradually and at the cost of major battles under industrial capitalism
no longer opens the door to a new norm or convention of employ-
ment. The only way of transforming activity in a pollen society is not
to dress it in the old clothes of the CDI (contract of indeterminate
duration). That has been the system’s carrot for the past thirty years.
The objective should be to introduce the macro-institutional con-
straint of the guaranteed income — the equivalent of the cost of the
hive and of maintaining the population of bees.

1



Does the financial crisis sound the
knell of a cognitive capitalism that is
stillborn?

A creeping crisis

Two years after the lightning collapse of subprime mortgages and of
all the financial products that included them in their opaque make-
up, the great financial crisis is still grinding along. The big financial
institutions were rescued, and the central banks of all major econo-
mies injected more liquidity in one year than in the whole ten years
from 1929 to 1939. The stock market has recovered, and so has the
economy, but only while it waits for the next plunge, like the second
dip of a floppy W. This is not a v, a minor blip opening the way to
new speculative bubbles and to business-as-usual.

The world stopped on the brink of a second Great Depression. Let
us take the measure of the size of that abyss: on 20 September 2008,
a few days after the collapse of Lehman Brothers and just before
the first H. Paulson plan, Ben Bernanke, the governor of the Fed,
had these words to say: “Without immediate action, there will be no
more global economy in less than five days.”! The recovery has been
accompanied by the re~emergence of speculative bubbles (particu-
larly in real estate, in China and elsewhere). The enormous amount
of wealth in the world means that it is possible to withstand the kind
of hallucinatory over-production that we are seeing in China, where
the over-production of cement exceeds the total consumption of
India, Japan and the United States taken together.? But the spectre
of a major relapse is still there, in the form of a fiscal crisis of states
(always a harbinger of revolutionary political change, as the toppling
of the English and French monarchies showed) and of a crisis in the
international monetary system — with a challenge, which has already
begun, to the exclusive privilege of seigneurage® of the international
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1 V-shaped crisis: a short crisis followed by a full recovery in the cycle (classic situation)

2 W-shaped crisis: a short crisis, followed by a brief relapse

3 U-shaped crisis: a deep crisis, followed by a full recovery

4 Floppy w-shaped crisis: the crisis is not followed by a clear recovery of the economic
cycle. This is the shape of stagflation. Here we can speak of ‘stag-pression’. The crisis
is structural, and growth is enfeebled

Figuré 8.1 'Floppy curve: Possible morphologies of the present crisis

reserve currency.* A sustainable recovery depends now on a new
New Deal, which will be much more complex and difficult than that
of the 1930s, even if the international (and especially transnational
or cosmopolitan) fabric seems stronger than it was at that time and
looks less likely to be ripped apart in a single blow, administered
in a global confrontation. Paul Krugman® now speaks in terms of
a ‘Great Recession’, to distinguish the current situation from the °
Great Depression of the nineteenth century (the long stagnation of
the world economy in the decade 1887-99). There is also the phen-

omenon of stagnation, as creeping and never-ending as the decade -

that followed the bursting of the Japanese real estate bubble and the
banking bubble in the 1990s.

The cold shower effect of Copenhagen

The other guest at the party, the environmental question, is far from
settled. From the cup of resolutions to the lip of binding measures,
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there is still a long way to go. Many were hoping for fast and decisive
action on the part of world leaders, who have all been swearing by
their various gods that the fight against global warming, especially in
the countries of the South (the 150 million citizens of Bangladesh
were among the first to voice their concerns), once derided as a fad,
has now become a fundamental priority. The Copenhagen summit
has just doused the premature enthusiasms.

The environmental burden is substantial: an investment of at least
1 per cent of gross domestic product (GDP) for the next thirty years
if we want to avoid the worst of global warming, according to the
Stern Report, not to mention the resources that will be needed to
combat soil erosion, the thawing of subsoils, the release of poltut-
ants due to oil exploitation in Siberia and Canada, and the depletion
of marine fishery resources. And all this has to be added, in these
recession-hit times, to the staggering social inequality divide, which
will also demand the allocation of substantial resources.

Certainly, the countries of the South are justified in refusing a
binding order of things that offers them no compensation in terms of
economic development. We can understand their scepticism, given
past experiences. A low-carbon growth (using neither coal nor oil)
such as Sweden has just set for itself, with a very short deadline in
2012, already seems very hard to achieve for highly developed coun-
tries. So how hard will it be for the emerging countries? And at the
same time Obama’s United States of America has had to give greater
priority to a law providing for the social welfare of its 36 million
inhabitants. History moves slowly. But behind these circumstan-
tial obstacles it is likely that the planet is going to have to deal with
tougher geostrategic realities.

The organisational framework of the United Nations < an inter-
national framework, as its name suggests — is still ultimately based
on the legitimacy of the sovereignty of states; but recently its weak-
nesses have become increasingly apparent. A Chinese, an Indian and
a US veto makes for over 50 per cent of the problem, and thus of its
solution —which goes out of the window. The European states — which
already belong to the post-Westfalian® and post-national order, since
they have agreed to abandon certain parts of their sovereignty in the
construction of Europe and Japan — have in fact deprived themselves
of the right to declare offensive war. Japan and Germany had been
obliged to do so immediately after the Second World War. In the
case of Burope, even more symbolic renunciations have been made,
including prohibition of the death penalty and submission to the
authority of the International Criminal Court. The Kyoto Protocol
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on environmental issues represents a further limitation of state sov-
ereignty. The countries that most strongly resisted the adoption of a
binding protocol on CO, emissions in Copenhagen in autumn 2009
were the same that are most resistant to supranational limitations in
the sphere of domestic justice. The rights of the Earth, of plants and
of endangered species are now spawning a right of intervention, in
the same way in which the emergence of human rights has weakened
the unlimited and indivisible character of the sovereignty of nation
states. So there is a real impasse at the international level as regards
action on the environmental emergency. Nationalisms both large
and small, sometimes for reasons of political opposition (for instance
India, China and the United States), have not yet arrived at post-
national maturity. The small nationalisms are seeking to fulfil their
potential after centuries of humiliation by the West. The US, on the
other hand, as an imperial power that has gone beyond European
old-style colonialism, is open to a transcendence of the nat10nal
but only for other countries, not for itself.

The hypothesis of a bifurcation of capitalism

Whatever happens in the debate about the right to environmental
intervention, which is much needed in order to achieve a significant
effort on global warming, the urgency of the need for action will
not be diminished. Far from it. Here, moreover, a strange element
appears that redefines the possibility of an approach quite differ-
ent from those of the two previous major depressions, the ‘Long
Depression’ of 1873-967 and the ‘Great Depression’ of the 1930s.
The former, following a series of financial and monetary crises and
economic downturns, saw the birth of the workers’ movement and
hopes for an alternative to liberal capitalism. The second, in a world
divided by the Russian Revolution of 1917 and its consequences,
led to the absorption of the labour movement in the West (the New
Deal in the US, the Popular Front in France) and to a renewal of the
theory of the state, but at the same time it marked the limitations of
socialism, which failed to establish itself as a viable alternative. The
third crisis, which began at the end of the postwar boom with the oil
crisis and the abandonment of the gold standard, continued with the
neoliberal Thatcherite and Reaganite counter-revolution. This was
accompanied by the collapse of ‘realised socialism’ in.1989, and then
by the crisis of social democracy, which happened in spite of the best
efforts of Blairism. However, this period was also that of the growing
maturity of the environmental movement, which then comes to
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appear as the only alternative perspective, given that the communism
of the Chinese state, and also the social democrats, are struggling to
differentiate themselves in practical terms from the ‘social market
economy’ of the German liberalism of Walter Eucken, Wilhelm
Ropke and Alfred Muller-Armack. In the débacle of the programme
of the left, questions about radical social transformation, revolution
and transition have to be reformulated in the light of the third crisis
of industrial capitalism.?

Transformation/revolution/transition, revisited in the light of
political ecology

We have become accustomed to thinking of revolutions as violent,
short-lived movements, with a pendulum action first to the extreme
left, then returning to the right before eventually stabilising (for
example the English, French, Russian and Chinese revolutions). For
some of them, the problem is how to stop the pendulum; for others,
how to get it moving again. These movements made possible the nec-
essary readjustments in order to change national orders and regimes.
Those who did not like the disorder of revolution (the moderates,
Cromwell’s Independents, the Girondins in 1792, the opportunist
Republicans of the Third Republic, and the social revolutionaries
and Mensheviks in Russia) were quick to stress that these jolts were
not necessarily a guarantee of positive change and that progress was
a matter of time and patience, arguing that smaller but more long-
lasting reforms would produce better results at lower costs. The
recurrent opposition between revolutionary and reformist perspec-
tives has thus structured the political arena for a long time.

The communist revolution, which haunted Eturope in 1848,
exploded in the Paris Commune and then reappeared almost miracu-
lously in the Bolshevik insurrection, arising out of the exhaustion of
the Great War and the incapacity of the social revolutionaries. This
then led to- civil war. When the transformation of a totally agrar-
ian country turned out to be far more difficult to implement than
was expected, the Stalinist myth of transition to communism as the
content of socialism, and the notion of socialism in one country,
became omnipresent and omnipotent. This myth of transition also
contaminated the countries of Western Europe, which rejected com-
munism and ended up entrusting socialism with the role of giving a
reflective judgement — rather than a determining judgement, to use
Kant’s terminology (something comparable to an idea or a horizon
rather than to a concrete programme). After the abandonment of the
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programme of abolition of the wage system proposed by the trade
union side in France (in the Charter of Amiens in 1906), and, after
the abandonment of private property in Bad Godesberg in Germany
in 1959, western social democratic socialism adopted the idea of the
self-regulating power of the market, with Tony Blair and Anthony
Giddens. So the collapse of ‘realised socialism’ in 1989-90, which
showed that the transition had perhaps only been a nasty trick of the
logic of industrial capitalism, far from freeing the various ‘reform-
isms’ from the ‘Bolshevik sword of Damocles’, led to an unstoppable
crisis. of ‘top-down socialisms’ in the old European citadel. In other
countries of the world, especially those that had been in bondage to
colonialism and had fought to free themselves from it, the transplant
of that particular socialism never took hold. Thus the two major
sequences coming out of the great economic crises (it is tempting to
refer to them as longue durée crises, in the manner of Braudel), namely
revolution and transition, were both, and simultaneously, ruled out.
So that the promised transformation has mainly been the transfor-
mation and incessant revolution of capitalism, to the point where it
seems to bring to an end the story of the workers’ movement: that of
a special role assigned to the working class and waged workers.

And yet the question of social transformation remains today -
and radically so — with the question of the environment, even at the
point where it seems most sorely afflicted and raises derisive laughter
among the poor followers of Raymond Aron and Léo Strauss. Is not
the market the only conceivable way to remedy poverty, just as dis-
tributing dividends in a share-based economy is the only fair, logical
and ‘natural’ remuneration of private property rights?

We know the solid argument of reformism, which, in a logic of ‘a
bird in hand is worth two in the bush’, comes to the point — and will
always come to the point — of rejecting radical measures and thus
delaying social revo‘l_ution.‘ Overall it has succeeded, insofar as radical
measures have not kept their promises or have kept them at the
expense of things considered more important, such as freedom. What
is its selling point? It is that we have to increase the size of the cake
available in order to be able to remove social and political resistance
to greater equality and to avoid ‘civil war’, the traditional resolu-
tion of class struggle. In the jargon of the economists, it would be
better to improve, even if unequally, the situation of everyone rather
than improving the situation of the poor at the expense of the rich.®
This phenomenon explains the strong resistance to a reduction of
inequalities in societies with high economic growth. The view is that
it is sufficient for the poor to see their situation improving a little, so
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they do not pay too much attention to the fact that the rich are getting
much richer than they already are. :

This logic argues as follows: in order to have something to share,
let us first increase wealth; and, in order to produce, let us accept
inequality (for example traders’ bonuses). This logic does not date
from yesterday. Marx foresaw perfectly the extent to which produc-
tion, by the very nature of its organisation, created the real sources
of inequality, and he spared no sarcasm in talking about programmes
that wanted to limit themselves to the redistribution of wealth ~ such
as those that maintained capitalist relations of production and intro-
duced socialist relations of distribution. We can smile at the thought
that this was the programme of Mikhail Gorbachev, which ended, as
we know, in the débacle of an accelerated transition to the most lib-
eralised of capitalisms. But this is also the opposition dear to Lionel
Jospin: between a market economy and a society that is not a market
society, or a German-style social market economy.

But the urgency of the environmental question radically breaks with
this productivist logic. Continuously increasing the size of the cake for
6.5 billion, and then for 9 billion, human beings will very soon cause
the destruction of the cake, of the oven, and even of the ingredients
of the cake. What is needed is not to prioritise increasing the size of
the cake — a Sisyphean task that always has to be started over again,
but to make an immediate and major radical change in the nature of
production (a shift to green industry, to avoid the risk of destroying
the biosphere). The first thing that needs to be done, and immedi-
ately, is to take drastic, revolutionary measures in production and to
subordinate everything else to this requirement. The transformation
should take place as rapidly as possible and social measures should
be tailored to it — and not vice versa. This is thé revolutionary char-
acter of the transformation: its extremely rapid pace, dictated by the
complexity of the phenomena (production and the global inhabitation
of the Earth by humans). It is in this sense that André Gorz could
defend a programme of revolutionary reformism without falling prey
to Bernstein’ famous dictum ‘the movement is everything, the goal is
nothing’, which so horrified both Kautsky and Lenin.

Socialism and communism said that the industrial transformation
of the world should have, as its aim, the transformation of social
relations. In their view development has to be a means of social transform-
ation. By contrast, the categorical (that is, non-conditional) ecological
imperative says that soctal transformation should be directed towards the
preservation of the terrestrial oikoumene. Human liberation is to be
understood in the framework of a liberation, a preservation, and a
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reduction of the insane pressure on the Earth, which fails to take
account of future generations. Here we do not have the (bad) logic of

sacrificing the present generations in the name of the future, which

characterised Stalinism. Rather we have to take serious account of
what we are bequeathing to future generations. And to do this, the

categorical ecological imperative (namely a habitable Earth as an

end, never as a means) is to liberate itself from the principal con-

stitutive elements of industrial production (capital accumulation,

subjection to the market, maximisation of profit) by adopting dif-

ferent principles for production, circulation, consumption, habitat

and the reproduction of the living — for example by minimising our

footprint on the biosphere, by minimising negative externalities, by

maximising positive externalities, particularly those that have low

levels of consumption of fossil fuels, and through the invention of
new organisations and institutions, capable of preserving the equilib-

rium of complex living systems.

That part of the left that has remained.revolutionary — at least in its
ideology, if not in its practice — argues that environmental problems
cannot be resolved as long as capitalism exists and that first we have
to destroy capitalism, so that socialism can then lead us to a green
paradise. And this is the case, whether capitalism is destroyed by a
revolutionary blow of the axe (‘off with her head’, as-the Queen of
Hearts would have said) or it goes ‘peacefully’ towards its extinction,
like in some hospice (a bit as in the abolition of the state promised
by the recently deceased ‘realised socialism’). The trouble is that
the anti-colonial, feminist and minority movements + in short, all
the world’s liberation struggles — have seen themselves confronted
with the same subordination in terms of priority and chronologi-
cal realisation, And they only began to exist as movements of social
‘transformation at the point where they refused this logic.

If we do not press for the need to ease the strain on the planet as a
prerequisite, the ecological imperative will always be seen as an add-
on. We shall have setbacks such as Grenelle, Kyoto and Copenhagen
in perpetuity. '

The autonomy of green demands — the fact that they cannot be
reduced to an adjustable variable of the situation — is not a recipe
for electoral advantage; it is an ethical and political necessity, which
lays the basis for the new political identity of any left party wishing
to address social transformation. What appears now is no longer the
imperative ‘let us make a programme for the green transformation of
production and of life’ — a joint goal of social liberation, which has
to pass through tactical revolutionary or reformist moments in order
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to achieve it (the classic way of posing problems); it is rather a new
imperative, capable of uniting the field of radicals and reformists,
to make an immediate and major green transformation the driving
motor of politics.- The urgency of the question of health (not just
public and nationadl, but global) demands it. And what about social
reforms? Once the categorical green imperative seeks to be imple-
mented, it leads directly to a discussion of the immediate social
transformations required in order to implement this programme here
and now — and it effects far more than all the promises of communist
or socialist welfare located in some indeterminate future, which is
endlessly subordinated to the eventual development of productive
forces. -

What has broken down ever since revolutionary European and
transglobal hearts stopped beating (a death relentlessly repeated,
from the Paris Commune to that of Shanghai, from 1794 to 1989
and Tienanmen Square) /is the invention of social and ethical
models, because those we had previously — from central planning
to self-management, from mass revolt to modern Blanquism, and
Che Guevara, and other armed struggles — have turned out to be
unsustainable and particularly weak at the level of ecology. Radical or
participatory democracy has been no more than a fleeting firecracker
in the mediocre night of professional politics, which claims a vocation
to ‘represent’ a people (a hollow notion, which serves as a pretext for
everything), and this fact is largely to blame for the insipid meaning-
lessness of most political activity nowadays.

Immediate social change is necessary because it will be impos-
sible to carry through even the smallest programme of immediate
green transformation unless the population gets mobilised by itself
and on its own account. If we decide that this is not possible, then
the only remaining option, as in the age of Enlightenment in the
eighteenth century, will be ‘enlightened’ authoritarian regimes and
their ‘benevolent’ dictatorship. And that seems an untenable posi-
tion when one is of the left. In short, without radical democracy and
immediate elements of social transformation, there is no mobilisa-
tion. Without mobilisation, all upcoming summit meetings will fall
very far short of the minimum necessary. And without ecological
transformation we shall continue to live in a situation of productive
impasse, chaos and growing inequality.

It is within this new order that we have to rearrange the old slogans
of revolution, reform, transition and transformation. The revolution
is not a brief lightning episode but the massive green and structural
transformation, immediate and in the long term. It is a long march
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and not the taking of some Winter Palace (although some fortresses
will certainly fall along the way). Reforms will take the place of the
great revolutionary pendulum swings, with permanent oscillations
that will continuously readjust the trajectory. Therefore we need
no. longer wheel in hazy notions of socialism — a horizon that moves
away the more you approach it. We should be addressing the state of
capitalism — in short, the historically given conditions on the threshold
of the age of ecology, which is the only moral and political economy.

What suddenly appears to be possible, with the latest incarnation
of the financial crisis and the resolution of the basic problems (social,
in terms of redistribution of income; scientific and technological, in
terms of an immense workshop of science that is advancing on the
terrain of ‘singularity’ — California, again; and ecological), is nothing
less than a major bifurcarion of capitalism: a crossroads.

Does cognitive capitalism still have a future?

But then, for those who have just finished reading the first seven
chapters of this book, a question necessarily arises. Could it not be
said that this cognitive capitalism, of which we have described the
first characteristics and the systemic emergence since 1975, is in fact
stillborn in this crisis, which threatens to sweep away even the founda-
tions of capitalism itself? Could it be the case that it had only a 30-year
life span, from 1975 to 2007? If that is how things are, does this also
destroy the margins of manoeuvre that this cognitive development of
capitalism seemed to open for capitalism zout court? Lately we have
seen violently hostile attacks on peer to peer exchanges of content,
in which such a protocol is deemed “unacceptable’: free downloads
are theft according to Denis Olivennes, author of the report that laid
the groundwork for the repressive laws against downloading digital
content in France (the Hadopi law).1? This joins the upper-class reac-
tion that, for the past 20 years, has led to a tightening of intellectual
property rights in the United States and in Europe. In stormy times,
the propertied classes’ recourse to political repression is the rule rather
than the exception. If you add to that their fear of losing some of the
material advantages they enjoy; their reaction would be no different
from the howls of outrage that we hear in the US about the ‘creeping
communism’ of the Obama administration or from Microsoft’s fierce
attacks on the defenders of free software as ‘communists’, ‘socialists’
and ‘levellers’. One should never underestimate the ease with which,
throughout history, the ruling classes can pass from a tolerant liberal-
ism to a position of rigidity and reaction.
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The financial crisis seems rather to favour a ‘back to basics’ posi-
tion, quite similar to that which followed the dot.com crisis in 2001.
Will the economy of the immaterial and of the Internet find itself the
first to be called to account? And will the path of ‘capitalist reform-
ism’ represented by cognitive capitalism find itself blocked by the
crisis?

The answer to these complex questions depends largely on the
. diagnosis that we make of the current crisis and of its nature. If
capitalism has changed its basis (if this is indeed what the crisis is her-
alding), then it may well be that what the crisis is calling up for, the
. remedies it is proposing and the transformation it produces give the
lie to those who identify in what they see the great collapse, the nec-
essary preconditions for revolution, to those who take the crisis for
a mere formal episode, a crisis of growth — that is, both the support-
ers of progress and the cynical supporters of a return to ‘business as
usual’ — and also to those who advocate a return to an economy that
is more regulated and less speculative (the voice of reason). In short,
as commonly happens in history, everyone has got everything wrong.
Nobody could claim to have imagined the path that the course of the
world would take. We shall not attempt to decide here if history is
a ‘pattern of timeless moments’.!! We shall limit ourselves to saying
that it appears to be a series of abrupt bifurcations from which it is
impossible to calculate derived trajectories. So let us start by taking
a look at the most simple and general diagnosis that can be given for
what happened between 2007 and 2009.

An unstoppable runaway credit

The financial crisis comes down to one simple fact: liquidity. In other
words, the amount of outstanding discounted bills of credit (and thus
the amount of credit and debt of the various agents) has increased
dramatically by comparison to what it was in the 1970s. Inflation
in the price of goods, or in costs ~ including wages — for the years
1960~1980 has been replaced by an inflation of financial assets.

The multiplication of liquid means of payment on the basis of
credit (the true source of the ex nthilo creation of money) has been
observed at all stages of money and has taken different and highly
technical forms. The key thing to understand is that the transforma-
tions of the rules governing monetary creation in the various different
aggregates are all going in this direction.

Thus the percentage of liquid assets — in other words, the means of
mobilising resources immediately in cash, which previously stood at
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8 per cent of their total commitment: a proportion known as the Cook
ratio — has been modified. These days we talk of the McDonough
ratio. What is the innovation that this new ratio introduced? In order
to determine the maximum credit that a bank can give in relation to
its own funds (that is, the capital it is able to mobilise very quickly in
order to address repayment requirements), operational risk has now
been added — ‘risks of losses due to people or systems failures’. This
seems to add a measure of empowerment, but also a ‘market risk’,
so that the value of the credit granted by the bank has to be adjusted
to its market value.!? If the bank is listed and if the market is on the
way up, the assets of the bank increase and the bank itself can grant
more credit. If the reverse is true, the bank will have to increase its’
stockholders’ equity by selling shares. This measure is pro-cyclical:
rather than countering and balancing cyclical movements, it accen-
tuates them; and it acts as an accelerator of ‘market exuberance’ (to
use Alan Greenspan’s phrase) during growth periods, and also as an
accelerator of depression during downturns.

‘Deregulation’ has been marked by a series of financial innova-
tions such as the following: the securitisation of public debt, and
then of real estate loans (‘collateral debt obligations’); agreements
for insurance on payment default (‘swap”); and derivatives or lever-
aged buyouts (LBOs).!® There is no point in asking which of these
financial innovations and changes in accounting practice came first,
because, like the chicken and the egg, they emerged in rapid response
to each other and each provides backup for the other.

However, what does need to be addressed is the outcome of these
techniques. Leveraging, or the ability to increase the amount of loans
granted on the basis of advance deposits and more globally on the
basis of the equity of financial institutions, has increased almost five-
fold. Whereas formerly € 1 of resources immediately convertible into
cash would have allowed between € 5 to 8 of credit, or fresh liquidity,
to be offered (the Cook ratio), by thie eve of the crisis the figure was
more in the region of € 30 to 35.!% This innovation corresponds to a
deep movement of de-materialisation of money: the liquidities neces-
sary for the functioning of human activity have come to depend less
and less on a pre-existing stock of metal money. The invention of
fiduciary money (bank notes and bills of exchange, which are recog-
nitions of term debt that circulate as instruments of payment) and of
special drawing rights, and also the suspension of the gold convert- -
ibility of currencies, all share this characteristic. It can be noted in
passing that this extreme de-materialisation of money reflects the
fact that confidence in the future increases with the accumulation of
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capital and with the feeling of growing interdependence that exists in
a complex society. The risk of absolute default (systemic bankruptcy)
is much weaker there than in a society made up by the adding together
of disparate elements and uncontrolled interactions. Since money, in
Keynes’s admirable definition, is the link with the future, the growth
in the money supply (which includes totally liquid assets, assets that
are readily liquidated and various forms of long-term investments) is
governed by the density and intensity of exchanges between economic
agents. The agreement on the amount of credit that a society grants
to its various economic agents and that households give to the state
through the medium of the enterprise represents a gamble on the
future that must be validated ex posz. This is the reason why it has
no intrinsic limitations. It depends on the wealth anticipated by the
agents and on their agreement concerning the nature of the wealth of
nations.  Therefore we need to relativise the astonishing nature of the
creation of money through the allocation of credit. If things were not
working in this way, money would only be the varied distribution of
one same mass of money. But money has grown steadily throughout
history.

That said, the amount of debt favoured by the ‘trade in promises’
(P.-N. Giraud) is staggering. In the numerator, the trillions of dollars
are already impressive. What has brought panic into.the markets
involved in the race for the multiplier of possibilities and the divider
of risks is a sudden doubt about the denominator — that is, the nature
and the extent of the counterpart. Financial crises always reflect a
crisis of confidence, and never a technical question. They suspend
the link with the future that money in the form of credit represents:
the credit accorded to what does not yet exist but is already capable
of acting on the present — of acting in the here and now. This is why
crises of confidence are so sudden, abrupt and spectacular — as also
1s their recovery.

The question of the immorality of the business of finance, of
mechanisms that encourage excessive debt and of the irresponsibility
of a risk-taking that is concerned only with gains and gives no thought
to losses is certainly important. It was posed ex ante by Frédéric
Lordon'® and by Michel Aglietta.!® The latter has called tirelessly for
democratic and social control to be exercised over the main players
in finance (especially pension funds) and for a rethink about the
power of the shareholder at the expense of employees and managers
(‘stakeholders’) — what people call the ‘dominance of shareholder
values’. However, in the current state of private debt and with the
doubling of public debt, the introduction of stringent mechanisms of
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regulation faces a major obstacle. If they really do return to a ratio of
outstanding credits based on available funds (to a multiplier of 5, for
example), this would lead to major shortages of credit and to a politi~
cal price to be paid, in the sense that a general econormc depression
would lead to revolutionary situations.

What is the counterpart of the money advanced by the banker
to an economic agent for a given project (to households, students,
businesses, local government, banks, the state) and vouched for by
the central bank? It is the confidence that the project is viable and
that the money will be repaid. This confidence is based on material
foundations (purely based on class, in the most cautious and con-
servative conception), but also on assessments of expected profit or
of presumed viability of these projects, of their potential value, which
nowadays includes their social utility, the reputation they will gener-
ate, the_votes they will buy, the customer or supplier base they will
establish, the political troubles they will ward off and so on. In this
regard it is not correct to say that capitalists are incapable of pro-
jecting into the future — a future that is 15 years away, for example.
Historically, capitalism would not have survived for long if it had
remained totally short-sighted. When there is a solid and reasonable
hope of making a profit, it is rare that investors fail to rise to the occa-
sion. What is more doubtful, however, is that they will be rushing to
engage if the expected profit turns out to be very precarious (with
significant political risks, for example) or low.

In short, credit and the creation of money that is related to it
proceed from a confidence in the future. An economy that does not
lend is an economy that sees no future for itself or only foresees a
future full of troubles, so it is condemned not to invest. The second
element is that the credits extended are not at all fictive in the sense of
being unreal, as people usually think. Just like a digital virtual — which
is not a non-existing possibility — they have a real and immediate
effect. As soon as the founder of a ‘start-up’ is given credit by 4 bank,
this money exists in actuality, and the founder can buy goods and
services and create jobs.

The capitals created by the financial market are thus virtual in a
sense in which the virtual is neither the real (what is tangible) nor the
possible (what does not yet exist), but that which, because of the fact
of a publicly agreed representation of the future, becomes present
and active in the present and at the same time modifies it. The virtual
is effective in the formation of a common opinion on future values.
Confidence in the future creates wealth immediately, just as lack of
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confidence in the future of a bank, even if unfounded, puts it straight
into bankruptcy.

Thus the problem is not the level of debt in absolute terms, but
that of its counterparr. This counterpart could be provided, for
instance, by political confidence. If Barack Obama has been able to
announce a quadrupling of the US budget deficit, that was because
he won the confidence of a majority of Americans that their country
could get out of its preblems, and because he persuaded them of the
contents of a triple New Deal (a combination of a system of univer-
sal social protection, a Green Deal built around the promotion of
green industry, and an educational effort to restore the US’s leader-
ship in university education). This now brings us to the deceptively
attractive idea that finance is a simulacrum and that what is needed .
is a return to the true economy (‘real’, ‘productive’) rather than to
“fictive’ capitals.

Back to the real and material economy, or the dangers of ‘blame it
on cognitive and immaterial capitalism’

In Le Monde of 21-2 February 2009, in an article headlined “Vive
Péconomie réelle! [‘Long live the real economy!’], Saskia Sassen
called for an economy freed from the finance sector.!” In it she high-
lighted the scale of debt in the world, both private and public.

The United States [. . .] has now reached a level of debt higher than it
was during the crisis of the 1930s. The US debt stood at 150 per cent
of gross domestic product (GDP) in 1929, and 260 per cent in 1932. In
September 2008, the market in swaps of credit default (a typical ‘made
in America’ product) rose to 62,000 billion dollars more than the com-
bined GDP of all countries in the world (54,000 billion dollars). As if
this were not enough, derivative products exceeded $600,000 billion,
or 14 times the GDP of the planet. That is enough to plunge any sane
person into panic.

After having questioned the usefulness of the financial market and
its deleterious nature, she proposed a revival of the ‘real’ economy,
especially by supporting industries based on manual labour.

But is this really the answer — to argue for a hypothetical ‘real’
economy and to stigmatise the financialisation of the economy?
What is this ‘real’ economy? There is major ambiguity in this talk
of a ‘return to reality’. Leaving aside its perilous nature at the politi-
cal level, if ‘real’ means the economy that goes beyond what current
and corporate systems of public accounting are able to record, yes,
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we agree with a return to the ‘real’ economy. The recent report by
Joseph Stiglitz, Amartya Sen and Jean-Paul Fitoussi,'® delivered to
the president of France in autumn 2009, argued in this direction.
But in that case the diagnosis of an excess of liquidity and credit no
longer holds.

More consistent with this diagnosis and more in line with the pre-
vious two ideas, which we have criticised, is the temptation to refer to
a ‘real economy’ (in other words, industrial) that is seen as being the
opposite of the immaterial, of the virtual, of the Internet, where these
are seen as providing the terrain for financialisation. This implicit
tendency towards a return to fundamentals was already apparent at
the time of the dot.com crisis of 2001. As if the defining factor of
economic activity could only be solid industrial products — that is,
material production or immaterial production in the definition used
by A. Rébiscoul and myself: the ‘immaterial’!® as material products
into which intellectual property rights are incorporated. The French
employing ¢lass has accepted the notion of services to industry and
households that are directly marketable. But the idea that network
effects (positive externalities) now play a crucial role in the economy
and that capturing these externalities might be the origin of stronger
economic valorisation is not taken serlously It is even regarded with
suspicion in the world of advertising.?°

The ‘material’ economy thus represents too narrow a base for the
creation of wealth. At the same time, the denominator of the rate of
indebtedness becomes low compared to the numerator (the credit
awarded). The present collapse is seen as the necessary bursting of
this artificial bubble, a necessary purging.

Denying that speculative bubbles are deliberately encouraged
by the greed of financial agents would be absurd. This component
certainly plays its part; however, it is not sufficient to explain why
the bubbles occur or what their recurrent nature is. Bold speculators
have something of the quality of explorers and make fortunes that are °
often ephemeral. The likes of Madoff and Kerviel are natural prod-
ucts of human intelligence. Balzac has already said all that needs to
be said about them. Suddenly it has become very fashionable, even
among standard economists, for people to interest themselves in the
‘animal spirits’?! evoked by Keynes and in the human passions that
formed the subject of Adam Smith’s first great book, published sev-
enteen years before The Wealth of Nations.??> But to. explain bubbles
and speculation by the profit motive and by the worship of the golden
calf is to fall for the old trick of economists: either to practise out-
and-out reductionism (fomo economicus) or — and this is in fact the
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same tendency, even though it seems to be opposite — to pass on to
other disciplines such as sociology and psychology elements that do
not fit the model, and even to do it to the extent that such disciplines
no longer have an endogenous economic hypothesis. What is this
hypothesis?

It holds that the amplificatory power of the contemporary finance
market is due to a transformation of the substance and form of eco-
. nomic activity, of wealth and value. The way in which the finance
market has gradually been installed provides some elements of this.

So let us not throw the blame on private finance. Its instruments
. are more sophisticated than those of state finances, because its global
operation requires supporting structures that pass through ‘off-shore’
tax havens. But the same applies at the national level, under the
aegis of nation states, for the management of savings by banks. The
middle classes detached themselves from the popular classes at the -
point where unearned income came to supplement salaried income.
It was only institutional reform — such as the institution of ‘A’ savings
booklets in France for the financing of social housing, and the mort-
gage statute — that made possible a more equal distribution of wealth
in favour of households that are unable to save and to build personal
wealth.

Thus the increasing marginalisation of the institutional left, which
is hostile to capitalism, and the rallying of the Blairite left to the
funding mechanism of the market economy do not stem from an
inability of these parties, or from a betrayal of their leaders and think-
ers, but from the financialised functionalisation of the population — a
biocapitalism. We need only think of the massive growth in payments
by credit card. You participate in the financial system when you use
your credit card in the supermarket. The cash you pay to Carrefour
or Walmart is placed by their financial services in investment funds,
to deliver margins of 20 to 45 per cent in the short term, while the
supermarket’s suppliers are paid with a delay of 45 to 90 days (35
days in France).

It was impossible to reduce social spending: there were often trans-
fers to the private sector or to particular local authorities, but there
was no reduction in the share of redistribution in GDP, contrary to
the hopes of the fanatics of tax reduction. Furthermore, with pro-
grammes of tax cuts reducing public revenues, the central states and
their territorial authorities have been forced to put themselves into
debt, and then they too have been obliged to refinance their debt by
subscribing to high-performance financial products. This has been
equally the case in the department of Seine-Saint-Denis, which has a
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left-wing majority, or in the metropolis of Saint-Etienne, which has
long been ruled by the right. This explains their exposure to toxic
products regardless of whether they have had budgeting surpluses or
whether they are indebted. This was summed up bluntly by Claude
Bartolone, president of the General Council of Seine-Saint-Denis,
when he explained that rescheduling the council’s debt by taking
out variable-rate loans, which themselves relied on derivatives,
had created a situation in which the possibility of this community
building schools was dependent on variations in the exchange rate
between the yen and the dollar.?? The subprime crisis has affected
not only indebted municipalities. Municipalities that were sitting on
comfortable cash surpluses, such as Bergen in Norway, had placed
these surpluses in derivative products in order to improve their finan-
cial performance. The national exchequer of Norway, together with
that of Abu Dhabi, one of the most powerful in the world, also suf-
fered huge losses.

When these resources were not sufficient to drive a high level of
growth, which was the only thing that made tolerable the increase in
glaring inequalities at both ends of the income scale (not the deciles,
but the centiles), household consumption was helped by the low
costs of goods manufactured in developing countries, and particu-
larly in China. ’

But, people will say, all that is required is to return to a higher share
of wages in national income in order to restore a balance that can do
without the rent of the finance market. Here is where we find the real
divide in understanding the transformations that have occurred in the
formation of wealth and economic value. -

If you do not understand the nature of the latter, you are stuck with
a return to the status quo ante, in which the wage assigned to indi-
viduals according to their marginal productivity was the theoretical
principle of allocation of income. In an economy that produces the
living by means of the living and manages the population, in a society -
that produces new knowledge through knowledge and where the
capture of positive externalities is the basis of the capitalist surplus,
we need to (a) find different ways of thinking; (b) establish new cat- -
egories; (¢) rethink wealth and value; and (d) alter distribution and
taxation on the basis of this radical transformation of the foundations
of wealth.
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Pollinating bees and credit

In an economy that has to be understood as a complex evolving
system and no longer as a structure given once and for all (the
mechanical paradigm),?* as multidirectional interdependencies and
as formation of new structures, the key perspective is that of a cir-
culation of flows. Resources, and also the surpluses that are created,
cannot be understood as the products of nodes or clusters that were
originally isolated but are then brought together, after the event, by
finite exchanges and relations that can be isolated. This correction
of perspective was not so crucial in a fairly crude world, which was
involved in producing ‘outputs’ from easily identifiable ‘inputs’. On
the contrary, this schema was essential in overcoming resistances in
order to allow the living to be locked into this process of production.
It is quite another matter when human activity is devoted to explor-
ing and exploiting the production of the living by means of the living,
or to generating knowledge that makes it possible to do things that
we could not formerly do. ‘

As Christian Marazzi has pointed out,?® finance usually comes at
the end of the process known as M—~C-M' (money — commodities
obtained through production — money augmented by surplus value).
The surplus arises only from the realisation of the goods in the
market. But the major change that occurs with biocapitalism, a
regime in which exploitation operates at the overall level of the
lives of populations, lies in the fact that finance intervenes at the
start of the cycle — in other words we have M'-C-~M', which does
not appear to be a revolution in capitalism if the initial M' derives
from the previous schema (the profits obtained in a cycle of invest-
ment—production—realisation). But what are we to say if a strong
component of the initial M'-M derives from something else — for
instance from the domestic or household mode of production?
This was the hypothesis of C. Meillassoux,?® who found that; in
our developed societies, attempts to measure the domestic work
performed by women?’ would result in pay of twice the level of
the SMIC minimum wage [salaire munimum interprofessionnel de
crotssance]! And what are we to say if there was a marked interven-
tion of positive externalities resulting from interactions that are
not measured by the economics of market exchange? This is the
basic hypothesis that we are advancing with the notion of cognitive
capitalism — namely that the collective intelligence of the popula- .
tion becomes a direct factor of production, and thus it explains the
surplus of global productivity of factors in national accounting. This
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is also what we find in what we call the positive externalities of net-
works.?®

Now, let us think about what we previously described regarding the
establishment of a financialisation regime: the income of the popula-
tion no longer depends just on wages, but on the investment returns
on savings at a global level — at the level of a globalised capital. What
seems to be miraculous returns of financial capital turns out to be the
capture of all or a part of the positive externalities.

Let us return to the metaphor of pollination to explain the changes
in the nature and scale of wealth. Classic political economy is only
interested in the work of the bees in relation to the production of a
commercial ‘output’ (honey), and does not take into consideration
an aspect that is a substantially greater source of wealth production
for humanity, namely the pollination, which is so vital for the bio-
sphere. The recent syndrome of the collapse of bee swarms, starting
in 2006, plus the introduction of African bees into the Americas, plus
the intensive use of pesticides, offers an opportunity to make a first
approximation of the scale of the pollination effect compared to the
market economy. The result is clear: the sphere of pollination, if one
gives it a market value (which is a futile exercise in a way, because
pollination is priceless in the sense that it has an infinite value) is
between 350 and 1,000 times the economic value of the honey
produced.’

The multiplier of the finance market has reflécted and translated
this transformation of wealth. It is thirty times larger than the area of
the old material economy, the M—C~M' circuit. Viewed by the crite-
ria of the industrial economy, it appears to result from unproductive
speculation and greed. But, if we relate the unbridled nature of
market finance (compared with that of public finance) to the sphere
of economic pollination, which is the new terrain of accumulation of
the third capitalism (which we call cognitive and which others call
biopolitical),?® the huge scale of the finance sector turns out to be
more interesting than these moralising viewpoints suggest.>° It reflects
the emergence, and now the established and dominant character, of
a capitalist mode of extraction of surplus that is concerned above all
with the sphere of pollination. This change is an improvement by
comparison with a real capitalism and a theory of value that were
solely and blindly market-based (ideologically far more than in prac-
tice). Indeed, the last surviving farmers are realising that it will not
be possible to continue indefinitely to ignore the general conditions
of the survival of bees. Paying heed to the conditions of preservation
of the global environment of human life (the biosphere, and also the
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noosphere) is the equivalent, in cognitive capitalism, of the discovery,
made under industrial capitalism, that the insatiable thirst for labour
{of women, children, rural workers and so on), in any ¢ondition and
any price, as exhibited by ‘the man with the money’ (Marx), ended
up by threatening the very conditions of survival of capitalism.

Let us draw from all this two propositions for an understanding of
market finance (a system of globalised credit). The first is that the
financial market has been effective for the past 30 years (effective for
the formation of another type of accumulation, not for the benefit
of the human pollinating bees) because it has succeeded in captur-
ing the benefits of the pollen society. It is the fact of this capturing
that rendered credible its credit multiplier, which otherwise was
enough to blow any banker through the roof.

The second is that the crisis that erupted several times during the
puncturing of the speculative bubbles, to become unstoppable with
the subprime crisis, is a crisis of measure. In other words a crisis of
the legal, political, social and economic conventions that codify what
wealth is and what society decides to consider as value (and not
simply as wealth). What is the growing disequilibrium that has devel-
oped during 40 years of financial globalisation?

Continuing to relate the return on capital, for all the credit
afforded, to the performance of the industrial economy, which is still
rooted in the criterion of the material on the one hand and in that of
its saleability in the market on the other, has intensified the scramble
into’ finance, which seemed to be the only productive sector. Why,
one might ask, have we not gone firmly towards a change in the
counterpart of credit (especially in the public economy, for a start
- which in fact has gone in the opposite direction, by increasingly
subordinating ‘public services’ of education, health, transport, and
culture to the demands of commercial viability)? Why have govern~
ments not made use of the emblem of bees (which, incidentally, was
used by Napoleon I)? Why has globalised finance not adopted a less
obsolete conception of wealth, at a time when the accounting contor-
tions around the phenomenon of ‘goodwill’ gave daily examples on
the stock market?

The reason is that the discovery, by cognitive capitalism, of the
sphere of pollination and of the huge resources of potential profit
arising from positive externalities as a privileged terrain of accu-
mulation poses the question of the redistribution of that wealth
through a regulatory mechanism that is different from that of the
wage and of the social or indirect wage. The only mechanism that
began to address the issue of a redistribution, to waged employees,
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of the surplus of overall productivity was initiated under the govern-
ment of Chaban-Delmas, with the clause for so-called contracts of
progress [contrats de progrés]: these added to the fixed and movable
parts (individual bonuses) of the wage a third part, which included
a redistribution of global productivity gains, The rise in wage costs,
heightened international competition, the oil crisis and the growth
of unemployment put limits on the use of these mechanisms. Worse
still, the degradation of the canonical wage system in conventional
industries and the rise of the precariat (the cognitariat and the cari~
tariat examined above)?! in the sectors most strongly associated with
immaterial production, together with outsourcing and flexibilisation,
have exacerbated the disequilibrium: the appropriation of economic
profit drawn from the sphere of pollination has gone more and more
exclusively to the holders of shares (shareholders) in the money
invested worldwide. The recognition of pollinating human activity:
in paid labour and in employment would reduce the share of profits
to far lower windfall levels. The internalisation of the environmental
costs of industrial activities, or of destructive acts of consumption, is
not-something that has happened naturally. It has taken big battles
. fought by environmentalists, or disasters that have resulted in sudden
shifts in public opinion. The internalisation of positive externalities
into public and private economic accounting implies that the free
labour that creates them is either remunerated directly or recognised
" by means of receiving a right to an income (and no longer a wage as
such). Unlike industrial capitalism, whose greed did not exclude the
possibility of it finally accepting the principle of paying its workers,
financialised cognitive capitalism, like mercantile capitalism, has a
structural tendency to behave like a predator in relation to positive
externalities, . '

Clearly, by doing so it has accumulated profits, has reduced the
number of full-time waged workers in the North, has maintained the
120 million Mingong,®® and has created an imbalance in the national
income as regards the distribution of incomes/profits — and not just
of wages/profits. Without a powerful corrective measure such as a
generalised ‘income of existence’, financialised cognitive capitalism??
is very unstable.

The crisis we are now witnessing has to be related to the non-
remuneration of pollination (positive externalities of the noosphere)
and to a failure to take into account the negative externalities threat-
ening the pollinating activities of bees in the literal (as well as in the
figurative) sense. In this respect it is more serious than the crisis of
1929, because it adds to the financial crisis a crisis of capitalism rout
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court in the face of the environmental challenge (how to settle the
inevitable negative externalities) and the need to find a system of
equilibrium, and thus to accept a drastic change in the distribution of
gains coming out of the sphere of pollination.** In all cases, this will
mean a significant drop in the return on capital and liquid savings.
However, the rentier bloc is now far too broad and disseminated
into large social groups to be margmahsed by a Keynesian policy of
‘euthanasia of the rentier’.

A New Dea/ in economics, and not just in the economy

To conclude. The crisis of the measure of credit and credit multiplier
in market finance derives from a change in the real base, which had
already taken place in the denominator. Finance has glimpsed a new
continent, perhaps unwittingly; for its fate, like that of the discoverers
and conquerors, will be to come back into line in the medium term,
after a few sacrificial bonfires. Philip the Fair mercilessly hunted
down the Templars because they had become a power in the state,
threatening the monarchy. It may well be that states that today have
to go begging the finance market for help and fall in line with its
requirements will turn against it with a rare violence 'as soon as the
market has handed out sufficiently and has taught its techniques.

This finance sector has identified the existence of waves of pollen
in the air. This i§ what has enabled it to do its wizardry and cohjur-
ing tricks. It is amusing that the mathematical models of the finance
market are based on the mathematics developed in the early twentieth
century by the French mathematician Jules Bachelier to account for
the Brownian movement of atoms — which, according to him, is not
a ‘wild disorder’ but a ‘wise disorder’. Today we have come to see®®
that the movement of pollen from flowers is Brownian in nature, The
finance market, by operating through derivative products that seek to
anticipate the value of the clouds of pollen, is very up-to-the-minute
in a society where the critical operations of bio-manufacturing are
now located in circulation and pollination.

The only thing that our magicians, pirates and conquistadors of
finance have forgotten is that pollination requires the existence of
bees! Cognitive capitalism can no longer rest on the conventions
of Fordism, let alone of a neo-Fordism supported in authoritarian
fashion by the centralised power of the network of networks.

The appeal to a ‘real’ economy has to take into account both mate-
rial pollination (ecology) and immaterial pollination (the economy
of the mind), otherwise it will pointlessly continue to apply literally
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Keynesian recipes, and they will have no positive effect. A new New
Deal, which contented itself with ‘re-launching’ the old material
economy, would offer a bad  combination of the military/petroleum
complexes, the automobile corporations and the ultraconservative
reflexes of rentiers and retirees. What we need is a new ecological New
Deal for the economy. And in particular a2 new accounting system.
What Keynesianism of the immaterial might we be able to
invent? How can we bring about a change in the employment con-
vention and a distribution of the rent of pollination between the

Table 8.1 Diagram of the crisis of the denominator, illustrating the crisis
of market financing

Credit State Market Market State finance
multiplier finance, as  finance in finance in a in a pollination
established  period of pollination economy
after crisis economy
Keynes
1 5108
1 .
2 25 to 35
. 4 1
3 2510 35
' 350 to 1000
4 ‘ 1750 to 8000
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Counterpart  Industrial Anticipation The denomi- The numerator
to the input/ in the nator . in turn adjusts
denominator; output numerator makes the to the new
comments economy (= good- transition denominator.
as the will + to the Re-establishment
basis of creation of  pollination of state
wealth derivative economy. financing on the
~ creation products) The ‘ basis of a. power
' Butthe missing .  of creation of
denomi- . quantities money and
nator ©  inthe indebtment.
remains economy End of inflation
as the old are now in private
economy taken into financial assets
account.
Derivative
products
lose their

attraction
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pollinators and capital? We are in a situation that is emphatically
not a replay of the 1930s. Considering the way it ended — by giving
us the Second World War — we have no reason to fetishise that
particular period. ' '

The table opposite puts the crisis of the financial sector into a
historical sequence. Leaving aside the early stages of money credit
created by the insurers and bankers of Genoa and Florence, which
was used by the crowned heads of Europe (France and England in
particular) from 1250 to 1450, the table distinguishes four phases
since the establishment of a power of leverisation that corresponds
more or less to a multiplication of credit by 5 to 9 times the funds
held by private agents or by the Treasury. The project advanced by
John Maynard Keynes was to align public finances with the high
threshold of creation of credit practised by private financial agents,
so as to render acceptable the idea of a sustainable deficit spending
without it inevitably leading to bankruptcy or to economic stagnation
and underemployment.

The second contemporary phase is marked by the neoliberal break
with Keynesian principles, so that the private finance economy
makes up for stagnation (or slowing) in the pace of public spending
and redistribution of national income. But this reversal is possible
only through a massive inflation of financial assets and a privatisa-
tion of credit. The principles of both private and public accounting
have to become increasingly adaptive, since the base of account-
ing (in other words, the counterpart of the creation of credit) still
remains fixed i principle on the industrial, material and commodity
economy. The securitisation of state debt and risk pooling allows an
expansion of the means of funding of globalisation, which mobilises
excesses of local savings at the international level in the same way in
which the creation of a capillary banking system towards the end of
the nineteenth century made it possible to reallocate investments.
The daily conjuring-trick accounting represented by the generalisa-
tion of ‘good-will’ and the unaccounted (‘off the books®) growth in
valuations of companies do not lead to widespread and long-term
. bankruptcy, but only to passing shocks, which leave various victims
by the roadside (Crédit Lyonnais in France, Parmalat in Italy, Enron
in the US), because in the wake of the digital and informational
revolution of 1980-95 the economy has become an economy of
pollination. This is still a production economy. But production is
expanding into circulation.

The third phase, which opens with the ‘subprime’ crisis and with
something approaching systemic collapse, is held in check by the



192 The knell of stillborn cognitive capitalism?

creation of public credit, extending from the bailout of private banks
to simple guarantees of deposits in quantities that blow the old
accounting standard to pieces. Governments and the International
Monetary Fund (IMF) take every opportunity to announce that this
credit and the deficits it causes (between 3 per cent and 10-12 per
cent of GDP) are only temporary and that a return to discipline is
inevitable. The reality is that the mass of credit and money injected
is accepted as if we were already in a regime where the denominator
is constituted by the wealth of a pollination economy.

Will the fourth phase bring with it a return to the old credit multi-
plier? Those who do not understand the ‘new great transformation’
of the economy that this book has attempted to explore think that we
will return to base 1 for the denominator. In our view, such a return
in time is inconceivable, unless we want to return to the Stone Age.
The most likely stabilisation scenario is the one outlined in line 4 of
our table. Making good the damage of 30 years of ferocious neglect
of the human bees (and of the animal bees too), and the ecological
costs of that, will require quantities of money and a global investment
even higher than the current annual global GDP ($55,000 billion)
and higher than the current ongoing credit (which rose to 75 per cent
of GDP on average, with record levels in Japan). What is likely to be
the norm is Japanese indebtedness rather than Chinese virtue. Is this
impossible? Not at all.

Applying a credit multiplier of between 5 and 9 (thus back to
case 1, but with a different denominator, which changes everything)
shows that we may end up exceeding dramatically what people see as
the astronomical figures of the finance market. If the real economy is
between 350 times and 100 times greater than what we now call the
‘real economy’, simply because we are taking into account the total-
ity of positive and negative externalities the value of current credit
could rise to 1,750 to 8,000 times the dwarf glasses of the current
. political economy, The possibility of a new accounting system will
become a reality if — and only if ~ the ecological, social and cognitive
counterpart is serious and is seen to be serious by the population of
the planet. - :

Once this economy has completed the new great transformation and
has overcome the obstacle of the capital accumulation necessary for
the sustainable development of the planet, it is not sure that capital-
ism as a historical system has not lived its life.

Sarténe, Corsica, 24 December 2009
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with Les Empécheurs de penser en rond. -
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Stone (eds), Votces of the Open Source Revolurion (chapter 11 and
Appendix B, version 1.0 of the definition of open source).

GNU (symbolised by the mascot of wildebeest, as Linux is by the
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Pekka Himanen, The Hacker Ethic and the Spirit of the Information Age,
Random House: New York, 2001.

This genealogy, by focusing on a subordination — which is not a bondage,
but which has something of the pastoral relations of power over the
population (in the sense in which Foucault uses it) — seems more accur-
ate and pertinent than the very general observation of John Hicks, who
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Bentham’s utilitarianism during the late Enlightenment legitimates the
pursuit of human happiness and not the pursuit of the selfish interests of
each. It is the utility of the greatest number that is the legitimate purpose
of man in society. Contrary to Bernard Mandeville and to classic (and,
later, neoclassic) political economy, Jeremy Bentham does not agree that
private vices can be public virtues, because the pursuit of the interest of
individuals is useful if it is generalisable.
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Notes to Chapter 4 New capitalism, new contradictions

1

This is a scandalous aspect, and one that I addressed in my book on wage
labor and slavery (De Pesclavage au salariat. Fconomie historique du sal-
ariat bridé, PUF: Paris, 1998). The description of labour value as being
without any interference from land rent (a situation dreamed of both by
Ricardo and both Marx), and of the price of labour power as the price
of its reproduction matches even better the model of the second serfdom
in the large agricultural estates of Central Europe and the model of the
plantation with slaves in European colonies. As proof of this, land itself

© is worth nothing in plantation economy. It is only the number of slaves,

U1 o>

or its population, that give it value. And then it will be worth only the
price that prevents the slave or the squatter from escaping from waged
employment (see my book, above). Political economy is housed in the
same boat as philosophy: it only begins to fly at nightfall, The imposing
edifice of labour value is the finest description of plantation economy at
the point when it was wobbling under the blows of the revolution in Sint
Domingue.

An increase in unpaid work by means of increasing working hours and
by the maximum possible reduction of the cost of reproduction of labour
power.

The increase in labour productivity by means of increasing the capital
invested in machinery, which grows faster than increases in wages and in
employee qualifications.

See my book De Pesclavage au salariat.

The Junkers were the biggest landowners in Prussia, and the Boyars were
their Russian equivalent.

Franco Berardi, in ‘The factory of unhappiness. Interview with Franco
Berardi’, 2001 (available at: www.makeworlds.org/node/142), used the
expression ‘cognitariat’. Joel de Rosnay and Carlo Revelli, in La Révolte
du pronétariar: Des mass média aux média de masses (Fayard: Paris, 2006),
suggested the term ‘pronetariat’. Ursula Huws, in The Making of a
Cybertariat, Virtual Work in a Real World (Merlin Press/Monthly Review
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Press: London, 2003), uses ‘cybertariat’. The first term highlights the
interrelatedness of workers in cognitive labour. The second examines
cooperative workers who are employed and exploited via the Internet.
The third examines homeworking in all its forms, from telecommuting
to freelance journalism.

When Anglo-Saxons use the phrase ‘property rights’, they tend to reserve
it solely for private and exclusive property, which is then conceived of as
a basic model that is complete, against which public ownership appears
as a less complete form. We need to take the opposite as_our meth-
odological starting point. Thus we include the lability rules (rules of
conditionality of access, or of responsibility) in the question of property
rights.

To complete the picture, we should also add the right to change the
property — for example, whether a farmer has the right to clear his land
or to change what grows on the land he rents. There is also the question
of rights of way, which often plays a key role in determining an owner’s
possibility of blocking others’ access to his property. See Elinor Ostrom,
‘Private and common property rights’, in B. Bouckaert and G. De Geest,
Encyclopedia of Law and Economics, Edward Elgar: Cheltenham, 1997,
pp. 332-54 (available at: http://encyclo.findlaw.com/2000book.pdf).
Harold Demsetz, “T'oward a theory of property rights’, American Economic
Review, 57, 1967, pp. 347-59. ‘

The movement described by Pierre Dockes in his fine book La Libérarion
médievale, Flammarion, Paris, 1980, whereby the serfs became: free or
peasant-owners, thereby blocking the passage to an industrial type of
capitalism in the countryside. ’

See my book De Pesclavage au salariat.

The mature Marx was very interested in the emergence of joint stock
companies, as well as in the very rapid legal changes that shaped the state
under industrial capitalism. Frangois Ewald, in his thesis on the welfare
state, published under the title L’Elaz-providence (Grasset: Paris, 1986),
describes the legal innovativeness of the treatment of work-related acci-
dents. Robert Castel, in collaboration with Claudine Haroche (Propriété
privée, propriété sociale, propriété de soi, Fayard: Paris, 2001), has shown
how the invention of social rights attached to the person of the proletar-
ian by solidarist reformers such as Léon Bourgeois was a crucial element
in stabilising the wage compromise.

For two very different — but nevertheless convergent — accounts, see
on the one hand J. B. Delong and A. Michael Froomkin, ‘Speculative
microeconomics for tomorow’s economy’, in Brian Kahin and Hal
Varian (eds), Internet Publishing and Beyond: The Economics of Digital
Information and Intellectual Property, MIT Press: Cambridge, MA, 2000,
pp. 644, and J. B. Delong, ‘Old rules for the new economy,’ Rewired,
9 December 1997 (see; www.rewired.com and also www.econl61.ber-
keley.edu); and on the other hand Marco Dantas, ‘I’information et le
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numérique, Gallimard: Paris; 2007.
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Editions: Caen, 2005 (also available at http:/www.vecam.org); see also
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‘La Firme fluide? Montée de 'immatériel, délocalisation et nouvelle ter-
ritorialisation des savoirs’, paper presented at the international seminar
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Notes to Chapter 5 The question of social classes and the composition of
cognitive capitalism
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and socialist feminism in the late twentieth century’, in Linda J. Nicholson,
Feminism/postmodernism. Routledge: New York, 1990, pp. 190-233 (also
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labour movement that was coming into being by way of forgetting its
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exceptions, one soon finds a rejection of everything that might recall the
original precariousness of the proletariat. Even Marx uses the fearsome
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able period, at their present price. Thus a senior management employee,
instead of being paid € 50,000, might receive € 30,000 in salary and the
right to buy later (not before two years, for example) 1,000 company
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See our research on basins of immaterial labour: Antonella Corsani,
Maurizio Lazzarato, Yann Moulier Boutang and Antonio Negri, Le Bassin
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Paris, 1998,
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morality into the profession of auditing. Andersen Consulting became
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article=385).
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and at the seminar of the journal Multitudes in Paris on 12 April of the
same year, where those attending included Yves Cochet, who planned
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Jean-Marie Monnier and Carlo Vercellone, ‘Fondements et faisabilité du
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of an anarchist, lifetime employment eventually extended so as to affect
more than one third of the workforce in large Japanese companies.
Andrea Fumagalli and Stefano Lucarelli, ‘Basic income sustainability’.

18 Jean-Marie Monnier and Carlo Vercellone, ‘Crise et réforme du systéme

de protection sociale & I’heure du capitalisme cognitif: la proposition du
revenu social garanti’. Paper presented at Colloque MATISSE, L’Accés
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Quoted in Matthieu Pigasse and Gilles Fichelstein, Le Monde d’aprés, une
crise sans précedent, Plon: Paris, 2009, p. 79.

Le Monde, 20 October 2009.
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mally contained therein, in cases where there is only metal money in
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the basis for international trade, it will enjoy the privilege of seigneurage
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money.

In an interview in Le Figaro on 17 October 2009 Henry Kissinger noted,
from a realist perspective, that China had ceased to trust the US in
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challenging the exorbitant status of the dollar.
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Encyclopedia, Garland Publishing: New York, 1997, pp. 148-9.
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by I. Wallerstein). But it is clear that the ‘radical Enlightenment’ had
something to do with the ‘Dutch anomaly’; see Antonio Negri’s Spinoza:
The Savage Anomaly. The Power of Spinoza’s Metaphysics and Politics,
Minnesota University Press: Minneapolis, 1991 — just as the French
Enlightenment of the eighteenth century emerged out of the depression



216 Notes to pages 172-181

10

11

12

13

14

15
16

17

at the end of the reign of Louis XIV, out of the rampant speculation of
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the monarchy.

This Pareto optimum was anticipated in the definition of freedom in the
French Revolution’s Declaration of Human Rights: people are free as
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others.
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For a clear exposmon of th13, see Pigasse and Fichelstein, Monde d’aprés,
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of shareholders takes priority — unlike what happens in such cases with
an individual enterprise, which might have achieved correct results and
could subordinate or postpone the payment of dividends into shares or a
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See Prédéric Lordon, La Crise de trop, reconstruction d’un monde failli,
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Michel: Paris, 2004.
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This report can be downloaded as pdf (available at: http://www.stiglitz-
sen-fitoussi.fr/documents/rapport_francais.pdf).
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George A. Akerlof and Robert J. Shiller, Animal Spiritss How Human
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Princeton Editorial Associates: Scottsdale, Arizona, 2009.

Adam Smith, Theory of Moral Sentiments [1759], A. Millar: London,
1790. :
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René Passet, L Economique et le vivant, Economica: Paris, 1996.
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tions in Vitoria, Rio de Janeiro in 2008 and in Madrid in 2009. See his
paper ‘Measure and finance’ (available at; www.generation-online.org/c/
fc_measure.htm).

C. Meillassoux, Femmes, greniers et capitaux, Maspéro: Paris, 1975.
Anne Chadeau and Annie Fouquet, ‘Peut-on mesurer le travail domes-
tique?’, Futuribles, 12, 1981, pp. 33-55.
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