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A PERSONAL PREFACE

I am writing these words in a room looking out over the fields and woods of East Anglia. It is an idyllic pastoral scene, just waiting for a latter day John Constable to capture it in paint. Old photographs reveal mat it looked just the same one hundred years ago. Some things don't change. In the village behind me, people fall in love, breed children, walk their dogs and gossip about their neighbours, just as they have always done. The great themes of life with which we all have to deal – love and death, loneliness and responsibility – are still with us.

Appearances can lie, however. One hundred years ago two men scythed the crop on those fields at the rate of one acre a day. Now John does the twenty acres in one day, on contract. The small farm of which those fields were a part has been swallowed up in something bigger and a way of work has gone for ever. The people in the village don't work on the land any more, they work for computer firms, estate agents or publishers, connected to computers and fax machines rather than the tools of agriculture. It is work that women and men do equally well, which often means that both husbands and wives are out all day. That is different. The houses have burglar alarms on their walls, when once no one here thought to lock their doors.

The alarms are there because there are more things worth stealing in those houses than there ever were before. People are better off, materially. Some, however, feel that they have missed out or, if they are young, worry that they won't ever get a chance. There are more choices of what to do, what to buy and where to live, but that doesn't always make it easier. Although most of those houses look as if they have been mere for ever, the people who live in them were not born in the village and their children will leave as soon as they are qualified. It is, these days, a transient community.

Our village is a microcosm of society. At first glance, life often seems to go on much as it always did, but look more closely and change has infiltrated every part of it. Change is engrained in life, and most of that change we would be happy to call progress. Our cottage had an outside lavatory when we bought it twenty years ago, and no electricity. It is much more comfortable now. Life for almost everyone in the West is more comfortable than it was. Few tilings, however, are unmixed blessings and the free market economic system which made it all possible is no exception.

Many of us are, I believe, confused by the world we have created for ourselves in the West. We are confused by the consequences of capitalism, whose contribution to our well-being cannot be questioned, but which divides rich from poor, consumes so much of the energies of those who work in it, and does not, it seems, always lead to a more contented world. I know of no better economic system. Nevertheless, the new fashion of turning everything into a business, even our own lives, doesn't seem to be the answer. A hospital, and my life, is more than just a business.

What good can it possibly do to pile up riches which you cannot conceivably use, and what is the point of the efficiency needed to create those riches if one third of the world's workers are now unemployed or under-employed, as the ILO calculates? And where will it end, this passion for growth? If we go on growing at our present rate we will be buying sixteen times as much of everything in 100 years' time. Even if the world's environment can tolerate the burden, what are we going to do with all that stuff? Seventy corporations now rank bigger than many a nation state – will they grow bigger still? Does that matter?

The apparent lack of concern about these problems from those in powerful places smacks of complacency. I am disappointed by the assumption that these worries are inevitable accompaniments of change and that time, technology and economic growth will sort most of them out. I am angered by the waste of so many people's lives, dragged down by poverty in the midst of riches. I am concerned by the absence of a more transcendent view of life and the purposes of life, and by the prevalence of the economic myth which colours all mat we do. Money is the means of life and not the point of it. There must be something that we can do to restore the balance.

The fault, no doubt, is ours. We have allowed ourselves to be distracted by the false lures of certainty which are offered by the competing traditions of science, economics and religion. Science appears to suggest that we are shaped by forces beyond our control and might as well he back and enjoy it. Economics offers material prosperity as the only universal goal, and, if we accept that premise, all else follows ineluctably, according to the laws of the market and the dictates of efficiency. Religions, too, offer their own form of false certainty, promoting the idea that if you keep to their rules, or trust in a superior power, all will be well, if not in this world, then in some imagined other world. Reason says that any of these traditions might be right, but our hearts revolt at the thought that our purposes should be so preordained in one way or another.

Even George Soros is worried, he who has made billions by his juggling of the markets. Nowadays he puts much of his wealth into foundations designed to foster the open society in countries recently emerging from the state of closed societies, dictatorships or totalitarian governments. In a significant article in Atlantic Monthly in January 1997 he expressed his concern that laissez-faire capitalism was itself creating a closed society in which only one thing counted – material success. A truly open society, he said, accepts that there is no such thing as absolute truth. A variety of beliefs must be allowed to coexist and need protection. We must all be free to make up our own minds. Open societies are demonstrably more vigorous, more prosperous and more stimulating than closed ones. Capitalism, which was supposed to set us free, may be enslaving us in its turn, with its insistence on the dominance of the economic imperative.

No wonder we are confused, and hungry for something else. My hope stems from a hunch that many people share these doubts and worries, that they know that life is not just a business. They sense that, maybe, it is love and friendship, a responsibility for others or a belief in a cause of some sort, not money, that makes the real difference to the way life goes, that it is, in the end, important to believe in a purpose for our lives, even though it may be hard to work out what it is. Most of us have modest ambitions. We want to live decent lives in a decent society, and, given half a chance, that is what could happen because we are all of us mixtures of good and evil impulses, of heart and head in the same body. If we trusted ourselves, and our hearts, a little more, and the dogmas of the disciplines rather less, we could regain control over the tilings which really matter.

Nevertheless, confused as we are by economic and scientific pseudo-certainties, some clues are needed. Can capitalism be made more decent and its instrument, business, work more obviously for the good of all, everywhere? Can the wealth created be used so that all can benefit, not just the fortunate few, and can education be reinvented to give everyone a start in life and not just the clever kids? Can we look after ourselves and have a care for others as well? What rules should there be in a decent society and who should set them? What part should government play in all of this? What, ultimately, is the real purpose of life? There are no sure answers to that last question, only the one that each of us believes to be right.

Beliefs begin when the facts run out. Nobody can prove that their beliefs are right to anyone else's satisfaction. But when they click with other people's sense of what is true, they can be very powerful indeed. I suspect, in fact, that the next great clashes in the world will not be between nation states, or between conflicting economic systems, but between belief systems, which sometimes get called religions (such as Islam), sometimes civilizations (India or China), and sometimes cultures (Western). If capitalism is to be our servant rather than our master it will be because our belief systems want it that way. Beliefs are always personal but they need not be private. Shared and spread they can change the world more than governments can. It is well, therefore, that you should know how my own set of beliefs was formed, before you start to read the thoughts that arise from them.

It all started with a death, that of my father, whom I had thought a quiet and rather ordinary man, albeit kind and loving. He was rector of a small protestant parish in rural Ireland for forty years. He was unambitious for promotion, careful about money – careful because there wasn't much – punctilious in his work and sincere in his beliefs, which were conventionally Christian. He did not have much to do with the wealth-creating part of the world, or with its products.

By the time I was eighteen I had resolved never to be poor, never to go to church again, and never to be content with where I stood in life. I went off in search of fame and fortune, first as an oil executive in South-East Asia, then as an economist in the City of London, ending up, by the time my father died, as a Professor at the new London Business School, dashing hither and thither, the published author of papers and books, on the edge of the big time, too busy to attend to my family. 'Until I was ten,' said my daughter years later, 'I thought you were the man who came to lunch on Sundays.'

Then my father died, in the fullness of his years. I have written elsewhere about his funeral, but I was staggered by the numbers who came to say farewell to this quiet man, and the emotion which they showed. He had clearly affected the lives of hundreds of people in ways I had never imagined. He had obviously got something right which I had been too obtuse to see. And, in the end, too late for him to know, he affected my life, too.

I realized that what one believes about life, and the point of life, does matter. I had put my faith, until that moment, in success, money and family, probably in that order. I still think these things are important, although I would now reverse the order, but I hanker after a bigger frame in which to set them. At other times, I think 'why bother?' and remember Cyril Connolly who, when asked for his definition of the good life, replied: 'Writing a book, dinner for six, travelling in Italy with someone you love.' That's a fairly middle-class definition of fun, and fun, however you define it, should be an important part of life, but not the whole of it. Even Cyril Connolly might have got bored with his dinner parties and his Italian journeys, not to mention the very mixed pleasure of writing a book. 'We are here on earth to fart about,' said Kurt Vonnegut, 'don't let anyone tell you different' But, at the last count, Kurt Vonnegut had written fifteen books. That is serious work. Head and heart were pulling him in different directions, maybe . . .

My doubts and confusions are not unique. At the end of his history of the twentieth century, The Age of Extremes, Eric Hobsbawm concludes: 'Our world risks both explosion and implosion. It must change . . . If humanity is to have a recognizable future, it cannot be by prolonging the past or the present. If we try to build the third millennium on mat basis, we shall fail. And the price of failure, that is to say, the alternative to a changed society, is darkness.'

What, then, is life about? And what is Progress? In seeking to answer these questions, I am going to be covering some well-travelled ground, because philosophers have been debating these matters for at least 2,500 years. But, as one of those philosophers, Jean-Paul Sartre, pointed out, we must all still work these things out for ourselves.

Strange things are happening to our institutions. Businesses, where most people work, at one extreme are getting smaller, almost disappearing as institutions, but, at the other, are getting bigger than nation states. At the big end, this means that they are effectively responsible or answerable to no one except themselves and those involved with them. At the other end, they no longer have the same responsibility that they used to have for those who now work with them, rather than for them, many of them outside the organization. The old idea of property as the basis for wealth and power no longer works, when the thing that organizations think that they own turns out to be us. We, the individuals, aren't ownable any more. As all the traditional structures disappear, we all inevitably become responsible for ourselves, more completely than ever before. We are 'condemned to be free'.

Organizations, as well as individuals, have therefore got to decide what they are about before they can decide what they have to do. A philosophy for our time is needed, both for institutions, particularly those of business, and for individuals who, thank God, are no longer the human resources of some amorphous entity but persons, each with his or her own life to lead. Yet we are not free to lead that life without regard for others. We cannot escape the connectedness of the world, not least because the more we concentrate on what we are best at, the more we will need the expertise of others. Self-sufficiency is an idle dream. Even those who cultivate their own organic plots need trucks built by others to drive their produce to market along roads maintained by others.

The meeting of self and others, of individual, or individual institution, and the community, is probably the most complex issue of our time. In the Anglo-Saxon world the individual is the starting point, but in Germany, and Japan and the Chinese sub-continent particularly, the community has traditionally come first. Both individual and community, however, have finally to meet in this modern world, in a compromise between freedom and commitment. Irishman that I am, I cannot live without others, but my life starts with me. I call it Proper Selfishness, the search for ourselves that, paradoxically, we often pursue best through our involvement with others. To be Properly Selfish is to accept a responsibility for making the most of oneself by, ultimately, finding a purpose beyond and bigger than oneself. It is the paradox of Epicureanism, that we best satisfy ourselves when we look beyond ourselves.

The argument of this book is that, in our hearts, we would all like to find a purpose bigger than ourselves because that will raise us to heights we had not dreamt of. If the individualism which is at the heart of capitalism became redefined as this sort of Proper Selfishness society might become a better place instead of the beggar-my-neighbour world it seems to be. This new individualism looks beyond materialism to something greater. The freedom and the choices which capitalism and liberal democracy make possible do not have to be squandered on yet more things, but can be used instead to liberate more people to be as well as to have. No laws can make this happen, only a release of the human spirit, which I suspect is hungry for it, waiting only for such a Proper Selfishness to be fashionable and admired.

Proper Selfishness is an optimistic philosophy because it believes mat we are ultimately decent people. There is good and evil in all of us and it is only sensible for society to attempt to control the evil. But much of life is a self-fulfilling prophecy. If you think the worst of people and show it, they will often prove you right. If the systems we design are based on the principle that people cannot be trusted, then those people won't bother to be trustworthy. On the other hand, if you believe that most people are capable and can be relied upon, they will often live up to your expectations. Optimists are always prey to disappointment, but life without hope is dismal.

Charles Handy
 Diss, Norfolk, England






PART A – A CREAKING CAPITALISM

In this first part of the book, I explore some of the puzzles and worries of the capitalist societies, societies which are not working as well as we expected them to, and which are not working for the good of all. The market, competition and efficiency, all good things in themselves, turn out to have unintended side effects. Capitalism has proved itself superior to communism and to the more extreme varieties of socialism, but has failed, thus far, to convince mat it has the complete answer to our desire for progress.





ONE
 THE LIMITS OF MARKETS

In Africa, they say that there are two hungers, the lesser hunger and the greater hunger. The lesser hunger is for the things that sustain life, the goods and services, and the money to pay for them, which we all need. The greater hunger is for an answer to the question 'why?', for some understanding of what that life is for.

In the capitalist societies, however, it has been our comfortable assumption, so far, that we can best satisfy the greater hunger by appeasing the lesser hunger. It has been mightily convenient to think that better bread, and a bit of cake to go with it, would make us all content, because governments and business together might be able to deliver on that contract. The consequence of such thinking is that money ultimately becomes the measure of all things, as Karl Marx warned that it would, with the market as its handmaiden. The more competitive we can make things, the better things we will have at a better price, the richer we all will be, and the richer the more content we should be. We can measure our lives in pound notes, deutschmarks or dollar bills, and then compare our scores.

THE TROUBLE WITH MONEY

Gordon Comstock, the central figure in George Orwell's 1936 novel about poverty in London, Keep the Aspidistra Flying liked to adapt the chapter in the Bible that some people use at their wedding, the one from the Epistle to the Corinthians about Charity, or Love, to make it more apposite to the times. He replaced 'Charity' with 'Money' so that it read:

Though I talk with the tongues of men and of angels, and have not money, I am become as a sounding brass, or a tinkling cymbal. And though I have the gift of prophecy, and understand all mysteries, and all knowledge; and though I have all faith, so that I could remove mountains, and have not money, I am nothing . . . And now abideth faith, hope and money, these three, but the greatest of these is money.

Two generations later, including one world war and fifty years of unparalleled economic expansion, he might want to do the same. Money not only satisfies our material needs; it is also, more often than not, the measure of our success. Adam Smith rules OK, with his comforting doctrine that the pursuit of our self-interest will lead inevitably to the general good, thanks to an 'invisible hand'.

There is, indeed, good news in all mat. We are all of us, even the poorest, much better off, in material terms, man our grandparents ever were. Money breeds creativity. Money also brings choice, and freedom of a sort. Today, anyone with any intelligence and a bit of get-up-and-go can make money. Gordon Comstock, Orwell's hero, or victim, decided to renounce money and materialism on principle, and men found life to be degrading, disgusting and depressing. No way did the poor seem to be blessed, in his experience. Gordon settled, in the end, for a return to bourgeois values, symbolized by the aspidistra in the parlour.

Money obviously does matter, but – except to a minority, and to those who haven't got any – it doesn't matter most. Teachers don't decide to be teachers because the job will make them rich, which doesn't mean that they are happy to work for inadequate salaries or don't believe mat more responsibility merits more pay. But money, however necessary, is not their scorecard of success.

At one time I taught a mixed bunch of businessmen, civil servants, teachers, nurses and voluntary workers, who were all eager to learn some of the rather dubious but fashionable theories of management. I sent them off to spend days in each others' very different organizations. The businessmen always came back amazed. 'We discovered levels of motivation beyond anything we experience in our own companies, and yet these people work for peanuts.' Odd. Had they never met actors, artists, teachers or nurses before? Seemingly not.

My guess is that most of us know that there are more important tilings than money, as Aristotle pointed out long ago: 'Wealth obviously is not the good we seek, for the sole purpose it serves is to provide the means of getting something else. So far as that goes, the ends we have already mentioned (pleasure, virtue and honour) would have a better title to be considered the good, for they are to be desired for their own account.'

We can all nod agreement to Aristotle, who has an annoying habit of pointing out the obvious, but much of the world that we live in speaks only with the language of money. Everything now has a 'bottom line', even schools and voluntary organizations. Meeting our budgets is the new priority. Without money we feel impotent. All of us imagine that we could do with more of it, whether to spend, to save, or to give to others. Money has come to be the common denominator in our societies, and greater wealth the first declared aim of every government of every persuasion.

Money, too, is the only thing that counts in that league table of nations, the GNP. If the product or the activity does not have a price it doesn't get counted. By default, the means have become the ends. Money has ended up mattering most. Or so we say, or so our politicians think we say, when they solicit our votes, on the pretext that they will put ever more of those pound notes or dollar bills into our pockets. But there is an uneasy feeling in the Western world that all is not what we say it is. We have become the prisoners of our own rhetoric, of the money myth.

Maybe, however, the greater hunger is not just an extension of the lesser hunger, but something completely different. Maybe money is a necessary but not sufficient condition of happiness, in which case, more money will not help, if you already have enough. More central heating does nothing to make you more comfortable when you are already warm enough, although everyone in a cold climate needs enough heating to operate.

That could be disturbing news for governments and economists, because it would mean that there really were limits to growth – not physical or environmental ones this time, but psychological and philosophical ones – much more difficult to deal with. How do you please the people when the promise of more and cheaper bread does not work for everyone? How can an economy grow unless most people want more bread, always and forever? More awkward still is the growing awareness that the market philosophy, the route to cheaper and better bread, and the principle at the heart of capitalism, has begun to throw up some worrying side effects.

THE TROUBLE WITH THE MARKET

Neither Adam Smith nor his successors, with a few extreme exceptions, believed that the whole of public activity should be left to the market. For one thing, a market system depends on a legal framework and a way of enforcing those laws. No one has seriously suggested that the police and the law courts should be run by private concerns for profit. None the less, the recent vogue for privatization suggests that we should push the market philosophy as far as it can go. There are dangers in that approach, dangers which can distort our priorities.

Businesses live and die by the market. It is a wonderful discipline, giving out its automatic signals as to where shortages lie, or unnecessary surpluses. It is, with its built-in incentives and penalties, a spur to invention and improvement, but many do die in the process. Even big corporations seldom live longer than forty years, or deserve to. But schools, hospitals and welfare agencies cannot be allowed to die when they are inefficient, because there might not be any others nearby to replace them. Unlike businesses, the better schools cannot expand indefinitely, or they would, in their turn, almost certainly get worse. Creating market situations for such bodies tends to mean, therefore, that the best get less good and the worse get worse. Not what was intended at all.

Forget the institutions. Think of the individuals. Markets are uninterested in products that cost more than the revenue they produce, or in customers who cost more to service than they pay. If society worked to strict market logic, those individuals whose skills were so poor that they could not add enough value through their work to cover their cost of living would be discarded. Should we then export them, or condemn them to death? The insurance principle which, thdier explicitly or implicitly, guarantees health care to the citizens of all the democracies should not, in strict market logic, take on as risks those who are likely to have expensive and incurable illnesses. Should AIDS sufferers therefore be refused treatment, or the old put at the back of the queue? Unregulated, buses and trains would not run to remote outposts, or would charge so much to do so mat no one could afford to use them, thereby justifying the removal of the service. Markets don't work where the human cost of failure is unacceptable.

This is not to deny the critical role of the market in any developed society. The extension of the physical reality of the town centre marketplace into a key economic concept was one of the most fruitful developments in the history of civilization. But we should not be idolaters. The market has its limits, and its unintended consequences. It is only a mechanism, not a philosophy. It is clear that the disciplines of the market don't work everywhere. In particular, they don't work where the outcomes are either unpriced or unclear, and they don't work where the supply is limited or rationed.

It is not clear, for instance, how the outcome of a prison should be measured, partly because we haven't made up our minds whether the purpose of prison is to punish, to deter, or to rehabilitate the inmates. Unless and until we work out what the purpose is we can't measure the results. Without a clear definition of desired results, any market for prison management would have to focus on the one thing that can be measured: the costs or the inputs. But competing on costs does not necessarily guarantee the best outputs. The same argument applies to most public service institutions. Where outputs cannot be measured the competition has to focus on inputs, but the cheapest hospital or school is not necessarily the best.

A limited, but desired, commodity creates the monopoly situation mat all suppliers hanker for and customers fear. Some monopolies, however, cannot be avoided, usually because duplication or triplication of a facility, such as a pipeline, an electricity supply line or an extra research hospital, would be unduly wasteful and expensive. The cost of the extra resources would more than outweigh any benefit to be gained from the pressures of competition. In such situations a regulatory body steps in to make sure that the facility is made available to all who want to use it at a fair price for all concerned. The market, left to itself, would not work. But regulators are not all-wise and all-knowing. They themselves have a monopoly power which is not always exercised fairly.

The difficulty lies in deciding where the market can be allowed to operate and where it would be harmful. Respect, not idolatry, is needed.

Artificial markets don't work

In the early days of Gorbachev's perestroika, when the first Russian managers arrived for a course at the London Business School, some of us joked that the Russians knew about costs and knew about prices, they just didn't realize that the two were connected. Thinking about it, later, I realized that this was, of course, also true of all our own government activities – hospitals, schools, the civil service agencies and so on.

The beauty of the market is that it connects prices with costs, which is why privatization is a good idea, but it only works if the customers know the prices and if they have a choice. Putting public utilities into the marketplace creates private monopolies until alternative suppliers arise, and an official regulator, no matter how determined or how clever, is not the same as a free choice for the customers.

At the other extreme, offering a service free of price to the customer, as in the British National Health Service, but encouraging the doctors and hospitals to compete in an artificial internal market, is to substitute bureaucracy for customer choice. Any business that concentrates on its internal mechanisms more man on the customer is, ultimately, a bad business. Markets are great inventions but they work because they provide customers with a price and a choice. Leave either of these out and you end up serving the bureaucrats rather than the customer.

Markets can lower standards

The market plays to the consumer, but it is not always the case that the consumer wants or gets the best, even when the price is the same.

Bringing competition into television in Britain, with 230 channels in place of 5, will almost certainly result in a lowering of standards as more broadcasters fight for the same pool of advertising money.

University degrees in Britain are graded as First, Second or Third class degrees. The understanding is that a system of mutual inspection maintains a common standard, but the universities are competing for students and the temptation to apply less stringent standards and to award a higher number of Firsts in order to attract more students is strong, and, by all accounts, is not always resisted.

In 1967, there were two courses in Britain offering the MBA degree in Business Studies. Thirty years later mere are 120. Obviously the quality must vary, but the degrees are the same. There are two markets here. The immediate market – the would-be student – wants as short a course as possible, provided it has the right cachet. The ultimate market, the employers, is not always as discriminating as it would like to be because it is largely based on hearsay. There is a temptation to compress and to massage the courses to make them more attractive to potential students, as long as this does not deter the ultimate customers.

Markets are now global

The market is now international, global even, for certain products. The idea that the invisible hand of the market would work to 'the benefit of all' must therefore also be interpreted on a global basis. It may be more efficient, in market terms, and therefore more profitable, to have your airline tickets processed in India rather man London, or your cars assembled in the Czech Republic rather man Stuttgart. But the people who will benefit the most are the workers in India or Prague, or the shareholders in New York, while the people in London or Stuttgart will only benefit indirectly from some possible tax on the profits.

In Adam Smith's far simpler world, those who lost out could still share in some of the resulting benefits to the community, could at least envisage, perhaps even meet, those for whom they had been forced to make a sacrifice. It may all be a win-win game in the end, but that depends on how large you think the playing field is. The world may be too large a playing field for people to comprehend. It is asking a lot of people to work for the good of humanity at large if it has to be done at personal cost. The global market can seem a cruel place, yet protection is only a short-term device.

Markets can deepen differences

The theory is that markets force everything to a common standard. Everything catches up with the best, or the cheapest, in the end. What seems to be happening, however, is that the markets for some products – computer software, films, legal services, sports stars – are now so huge, as a result of going global, that 'the winner takes all', as the title of Robert Frank and Philip Cook's book aptly puts it.

Top professionals, whether they are tennis stars, lawyers or authors, these authors point out, can earn many multiples of the pay of people from the same stable, who are just not quite as good, or as well marketed. The bigger the market, it seems, the bigger the rewards to the really successful players, be they individuals or corporations.

The business conference circuit is now an international one. Whether the venue for the event is Qatar or Sydney or Phoenix, the organizers want the same top names as speakers. Without them, they feel, the event would lack international standing, and would not attract the audience they want. These names are able to state their own price, although, in many cases, the material they deliver is no better in content or style than that which a host of less well-known experts could provide.

Marketing then becomes as important as content, but marketing is expensive, however it is done. It is hard for any newcomer to break into the circuit. Meanwhile the costs, and therefore the prices, of the events go up. In dthory, higher prices will encourage new entrants with lower prices, but this market is more about prestige than reality, and prestige thrives on high prices and suspects the cut price deal. The result is a market that seems as unreal as it is unfair.

Business conferences may one day price themselves out of existence, but not the other top professions. Who, when their life or liberty are at stake, would not pay all that they could afford for the best lawyer in town? But how do you know who is the best? Price is one good indicator. The old equation, which relates price to quality of goods delivered, men breaks down. Even if we only get 10% more from paying three times as much, we will take the more expensive option if we can afford it, because we want that extra 10%, whatever it costs.

Mega earnings to a few and peanuts to the rest is not what the markets were supposed to deliver, even if the customer seems prepared to pay for the exorbitant costs.

Markets ignore the free

Anything that is unpriced is ignored by the market. The environment is the most obvious example. Air is free, so we use it and pollute it, without penalty most of the time, likewise the oceans. What is not owned is not priced, and therefore cannot be included in any calculation. The answer, clearly, is to price these things, by taxing their use, or at least their abuse, but the practicalities of policing it are difficult.

Some things are not free, but because we don't fully price their everyday use they seem to be free. Roads are one example. In Britain all roads are free to all users, with the exception of a few toll bridges. They are, of course, funded from a variety of taxes on vehicles and fuel, but their use is not directly priced. We don't know what each journey costs the country, or even us. A rail journey, where every extra mile is directly priced, seems therefore to be more expensive than the equivalent journey by road, although, when everything is taken into account, it is often the road that is more expensive. The average person is unable to make the price comparison so the market does not work. More people use the roads than they would if they knew what it really cost them. The answer would be to put roads and rail on a comparable basis, making both apparently free, or both priced per mile.

Unpriced work in the home or in the community is another obvious example of a free good ignored by the markets. Since there is no financial reward from home work, parents are tempted to take their skills into the paid labour market and to hire someone else to do what they would have had to do for nothing. It may be that there is more satisfaction in the normal job market, but one suspects that if a way was found to pay parents for their important work at home many of those parents would want to devote more time to it.

It is true that I would not want to be paid for parenting, myself. It would demean the gift of my time and love to my children. Similarly, I don't want to be paid for the time I give to voluntary associations. It is often more pleasurable to give than to earn. On the other hand, if you live in a market it is tempting to live by the market. The things that have no price are either beyond price, like the care of one's children, or worthless, because no one seems willing to pay for them. It is not surprising, therefore, to find that most volunteering is done by those in jobs, not, as one might think, by the unemployed, the retired, the housewife or househusband. If one's labour seems worthless in the paid market, it can seem to be a gift not worth giving away in the free market.

We can't put all work into the market. Even if I wanted to be paid for parenting, who is going to pay me? What we can do is to recognize more publicly that free work makes a vital contribution to society. There is no fundamental reason why an estimate of its value could not be included in GDP statistics, since GDP stands for Gross Domestic Product. What doesn't get counted doesn't count, but market price need not be the only number that gets counted. By ignoring what is inevitably unpriced the market can distort our values.

THE TROUBLE WITH COMPETITION

If you lived alone on a desert island you wouldn't need money or markets and you wouldn't miss them. But you might find it very difficult to live without someone to compare yourself with. That is where competition comes in. It provides the basis for comparisons, so that we know what it means to be clever, or reliable, a good cook or a fast runner. It would be hard to know what these things meant if you knew no one else. Competition is, therefore, an essential part of any system, although it does not need to be measured in money to work. It sets standards.

Visiting Hungary when it was still a centrally planned economy, I enquired why they had two fertilizer plants for a relatively small country at a time when there were major economies of scale in fertilizer production. 'It's simple,' they said, 'if there was only one plant, we in the centre would have to set the standards and we don't know what fertilizers should cost. So we have two, and, by competing they set their own standards.'

Competition generates energy, rewards winners and punishes losers. It is, therefore, the fuel for the economy. A competitive economy, Bill Clinton promised in 1992, would deliver 'good jobs at good wages'. Since then American business has improved its competitiveness dramatically. Exports grow by leaps and bounds, profits have boomed. The USA is once again the most competitive large economy in the world, having previously lost out to Japan. It has also created a lot of new jobs, many more than the whole of Europe. Unfortunately, only half of those new jobs could be called 'good' in any sense of the term. Competition means that America is getting richer, but some Americans are getting very much richer than others, and some are actually getting poorer. Productivity isn't good for everyone.

Partly for this reason, Europe has not pursued competitiveness as aggressively as America and so has failed to create jobs. For every 100 jobs that existed in Europe in 1975 there are now only 96. In America there are 156 for every 100 in 1975. On the other hand, the gap between the richest and poorest 10% is twice as great in America as in Europe. The poorest 10% in America now earn only half the amount, in real terms, than their counterparts do in the leading European economies. You can't, it seems, have it both ways.

It is not even obvious that the fruits of competition – economic growth and riches – necessarily bring contentment. They walk faster in Japan, Taiwan and urban America. The slowest walkers are in Indonesia. There are more suicides in the faster growing countries, and more road rage. I remember my first economics teacher, a central European now working in America, and a winner of a Nobel prize, saying, rather wistfully, mat he always preferred living in a country where the economy was in decline, because there was so much more time for lunch! The art and the theatre was usually better, too. The trouble was mat there wasn't the market for his work in such countries.

The story of Michael is all too familiar in the more competitive businesses.

It was a Sunday morning in executive land. Michael, a top-flight 55-year-old manager with one of those corporations known only by their initials, was breakfasting late with his wife and daughters. 'Your mother tells me,' he said, turning to his 23-year-old, 'that you have been burning the candle at both ends – work all day, and play all night. It won't do you any good in the end,' he chided her gently.

'And what about you, Dad?' she replied. 'We haven't seen much of you lately. When are you going to slow down?'

'In this business,' he said, 'it's like riding a bicycle – if you stop pedalling you fall off! But,' he went on, 'I'm planning to retire when I'm sixty and then we can do all the things which your mother and I have been dreaming of together. And now – once I've cleared my desk I'm going to have a game of tennis!'

Three hours later the phone rang. It was the hospital. Michael had had a massive heart attack on the tennis court and was dead by the time they got him to hospital. His last check-up had found nothing wrong with him, except exhaustion and a touch too much cholesterol. His wife is sure that it was his work which killed him that morning.

What are we doing to ourselves? Consider these numbers:


	42% of all workers feel 'used up' by the end of the day.

	69% would like to live a more relaxed life.

	Parents spend 40% less time with their children than they did thirty years ago.

	The rise in per capita consumption in the last twenty years is 45%, but the decrease in the quality of life as measured by the Index of Social Health is 51%.

	Only 21 % of the young now think that they have a very good chance of achieving The Good Life, compared with 41% twenty years ago.



The numbers are, in fact, American, so there may be a chance that the British will choose to be different, although I doubt it. The British already work longer hours, but not necessarily better, than every country in Europe. An astonishing 36% of non-manual staff work more than 48 hours every week, and they are almost all managers or professionals. It's voluntary, so the European ban on compulsory working weeks longer than those 48 hours won't apply to them.

They don't all enjoy it any more than the Americans do. In a 1993 survey of managers by the Institute of Management, 77% considered their hours were stressful, 77% worried about the effect on their family and 74% about their relationship with their partner. By 1996 it had got worse. Stress, the Institute said, costs Britain forty million working days a year and £7 billion in health care. A study by the Massachusetts Institute of Technology calculated that depression at work was costing America $47 billion a year, roughly the same as heart disease.

So why do we do it? It can't be to improve our competitiveness or the British would be outperforming the Germans by more than 10%, because they work that much longer. Could it be that some actually prefer their work to the other parts of their lives, or was Michael right in thinking that once you relax, or slip, you'll be lost for ever? Have we, in other words, exchanged the over-comfortable cushion of the lifetime job for a philosophy of a corporate marketplace in which you are only as good as your last project or report, where the best will thrive and the less good will be ejected?

Have we, perhaps unconsciously, decided that creative destruction, the principle at the heart of market capitalism, is also appropriate to its people, and that for the best to grow the rest must be neglected? Competition reaches down into the institution and demands a sort of corporate Darwinism, the survival of the fittest and the death of the rest, in the organization as well as in society as a whole.

If this is what is happening, the consequences are worrying. Leaving aside the stress which inevitably follows, but which, it could be argued, often brings out the best in people, as long as it doesn't kill them, a competitive philosophy within the firm will encourage people to look first to their own interests, and only secondly to the firm they work for. The short-term, then, will dominate their thinking while the competition for personal recognition will splinter group loyalties and make cooperation even more difficult than it already is, across functions, countries and language.

More insidiously, people will lose their objectivity over time, as they focus more narrowly on the immediate task, losing touch with the world outside, the markets beyond their focus and the way more ordinary mortals mink and feel. Insensitivity is as bad for business as it is for relationships. 'Blinkered, bigoted and boring' was the comment by a group of friends on one of their number who was flying high in his corporation, which could have been jealousy but was more likely to be a prediction of problems to come both inside and outside his work, for who would want to live with, or work for, a boring, blinkered bigot?

It is all strangely reminiscent of Adam Smith's warning about his revolutionary idea of the division of labour and specialization, which did so much to increase prosperity and wealth. The division of labour, said Smith, drove economic prosperity but it rendered many an individual 'not only incapable of relishing or bearing a part in any rational conversation, but of conceiving any generous, noble or tender sentiment, and consequently of forming any just judgement concerning many even of the ordinary duties of private life. Of the great and extensive interest of his country he is altogether incapable of judging.'

Yet it was men, and probably is now, to such people that we entrust the future of our country, because they are often the most successful.
 
These personal dilemmas are a direct result of competition. If capitalism is to retain its credibility in a democratic society we wall have to find some way around these problems. We all need our bread, and a proper share of it, but bread alone won't do, we want something else as well. Can we have both, or does the bread get in the way of fulfilment? Just when we seem to have finally understood how to run our economies, people seem to want something more or something else. Jeffrey Smart, the famous Australian artist, who paints stark images of our industrial society, said once that mere was a crisis in our idea of Progress. You can see this in his paintings. Starkly beautiful, they show individuals dominated by their industrial creations – a tiny human figure in front of two huge lorries or a multicoloured pile of oil drums.

Keynes, that prescient economist, warned us of the problem over seventy years ago. 'Modern capitalism,' he said, 'is absolutely irreligious, without internal union, without much public spirit, often, though not always, mere congeries of possessors and pursuers. Such a system has to be immensely successful if it is to succeed. Today [1923], it is only moderately successful.'

I would suggest mat 'moderately successful' could be an accurate description of capitalism today, and I say this in spite of the huge increases in material well-being that it has delivered in the seventy odd years since Keynes made that statement. The reason is that the system has its flaws, as every system does. We can repair it here and mere, but the real answer is to keep it in perspective. It is only a tool, and tools are not for worshipping.
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