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Eric Kluitenberg

Mythologies of the New Economy

· One of the aims of Tulipomania DotCom was to raise the economic competence of the cultural sector - http://www.balie.nl/tulipomania

· Secondly, I think that in the public imagination the concept of the ‘new economy’ has achieved almost mythic proportions, and cultural practitioners, artists, writers, critics are very well equipped to address such a situation, to frame, contextualise and deconstruct such mythologies.

· The deconstruction of the concept of the ‘new economy’ then can very well be understood as a critical cultural practice.

Based, in  part, on the results of the Tulipomania DotCom conference (June 2000), I would like to introduce some of the central mythologies of the new economy here

- Endless growth of productivity

- The informality of work-relations in the new economy

- How the new economy is intimately linked to the really cool places on the globe…

- Decentralisation of economic structures and access to information & markets

- Making things FREE (of charge)

- Culture in the New Economy

• The central mythology of the new economy:

( Endless growth of worker productivity

Thesis:

“Information technology is transforming the way  America does business. This is revealing new opportunities for growth and helping companies to lower their costs. That is why Wall Street, recognising and confirming this, has soared to great heights. Also, compared with a few years ago, the economy can henceforth grow faster, without the risk of inflation. The proof lies in the current combination of rapid growth, very low unemployment and barely visible inflation.”

(Source: The Economist - July 24, 1999)

Business research suggests that most of the economic growth in the US over the last 10 years is based on growth of the ICT sector itself. Most investments of non-ICT firms have focused almost entirely on improvement of their ICT infrastructure. However, no substantial growth of worker productivity within non-ICT industries can be detected.

Almost 100% of the exceptional productivity gains concentrate in the area of computer manufacturing, making out only 1% of the overall economy.

[ Graph US productivity 1972 - 1999 ]

This was explained as a deterred effect (growth of productivity in non-ict sectors would come later as they needed to upgrade their production process first)  - the predictions of an impending economic recession in the US, however indicate that the expected effect (substantial growth of worker productivity in non-ICT industries) will very likely never occur. The recent surge in inflation in The Netherlands throws further doubt on the grand thesis of the new economy.

• Decentralisation of economic structures and access to information & markets

   versus the biggest concentration effort ever…

Theses of the decentralising effect of networking structures such as the internet and other transnational digital networks can easily be reversed.

· Instead of local and decentralised actors being empowered by the sophistication of international communication networks, it seems that the system is particularly effective for transnationally organised corporations who can strengthen their grip on local markets and respond more swiftly and responsive to local conditions so that they are more able to compete with local economic actors (who used to know more about their own environment and were able to respond more quickly in that local context to changes and opportunities).

· The idea that a network increases the value of products as they are used more often, and by more people, thus promoting shareware and open source, or even gift economy models, also has a down side: the “Winner-Takes-All” effect…

Kevin Kelly: “The prime law of networking is known as the law of increasing returns. Value explodes with membership, and the value explosion sucks in more members, compounding the result. An old saying puts it more succinctly: Them that's got shall get.

We see this effect in the way areas such as Silicon Valley grow; each new successful start-up attracts other start-ups, which in turn attract more capital and skills and yet more start-ups. (Silicon Valley and other high tech industrial regions are themselves tightly coupled networks of talent, resources, and opportunities.)”

versus: 

( hyper monopolies (microsoft)

Kelly explains: “Microsoft's billions are tolerated because so many others in the Network Economy have made their collective billions on the advantages of Microsoft's increasing-returns standards.

(…) There is no future for hermetically sealed closed systems in the Network Economy. The more dimensions accessible to member input and creation, the more increasing returns can animate the network, the more the system will feed on itself and prosper. The less it allows these, the more it will be bypassed.”

· ‘Vertical’ Concentrations in the ICT, Telcom and media industries.

Vertical Integration means that production and distribution are brought under one helm. Economists will always argue against it as this type of integration tends to shut out competitors throughout the chain from producer to consumer.

( WorldcomMCI / AOL TimeWarner ( anecdote Dutch National TV’s US Reporter Charles Groenhuisen

• The Costs of making things FREE  (of charge….?)

[ Video / web: Free Campaign - http://www.waag.org/free ]

· Free services exploit various models:

( Advertisement - turning every form of networked interaction into a sponsored message..

( The ‘Pusher’ model: Like drug dealers, giving things away for free can create a dedicated user-base. Kevin Kelly advocates it. Many on-line products and services now free, hide great value, around which profitable businesses may be built once the audience share of attention has been seized - “We anticipate wealth by following the free.”

( Consumer profiling / data body collections

The privacy issue is quite obvious here: control obsession

Being paid to surf the web!

( “..what’s your profession..?  oh, I’m a professional web surfer!!”

• Working conditions in the new economy

-  Andrew Ross (“Mental labor in the new economy”)

( The Digital Artisan

Ross: “In March 2000, the New York Times Magazine devoted an issue to the "new American Worker." The issue focused on the concept of the free agent as a symptom of the shift away from the "organization man" of postwar corporate culture, where company loyalty was regarded as a long-term two-way contract between employers and white-collar employees. With the replacement of conformity by innovation, and a large permanent workforce by temporary employee pools,  a contract labor market is coming into its own, whereby free agents bid for jobs offered by employers on auction websites like Bid4Geeks.com and Monster.com. In the most breathless of these articles, Michael Lewis lumps together all of the categories of "workers with alternative arrangements" to estimate the number of free agents at 12million (out of 131million in the national workforce), and avers that their typical mode of self-presentation usually includes piercing some highly unlikely body part and cultivating an air of total independence.  Actually, what these people all were, or appeared to be, were artists.  They kept artists hours. They wore artists clothes. They had persevered the sort of odd habits that membership in any group-other than the group "artists"-tends to drum out of people. Maybe the most interesting thing about them was their lack of obvious corporate attachments. Corporations usually paid for their existence, but otherwise seemed to have no effect on their lives. If forced to discuss the companies that paid the bills, these people tended to be dismissive, or at the very least, ironic.”

Ross then asks: “What are the consequences to assume the trappings of the artist?”

· an invitation to underpayment and sacrificial labour

· “deeply caffineated 70-hour workweeks without overtime pay as a way of life”

· only 2.7 % of the computer and electronics workforce is organised in unions

· in 1997 earnings ranged from 60% down to even 50% of comparable jobs in the advertising and television industries

· mostly contract employees with no employer-supported health care

· flex-work almost precludes the creation of pension rights

· “net slaves” ( and they’re even proud of it!!

• How the new economy is intimately linked to the really cool places on the globe…, 

    or “how the Internet ruined San Francisco”, and how it is about to ruin Amsterdam…

In her article Paulina Borsook (author of cyberselfish) describes the effect of the internet boom on San Francisco and her analysis is frighteningly close to a description of what has been going on in Amsterdam in the last few years, since Amsterdam became a hip booming ICT city…

( Gentrification of SF

So what's the big deal? Isn't the dot-com invasion just the latest example of gentrification -- a phenomenon that started in the go-go '80s? In a sense, yes -- but the speed, libertarian ethos, irritating hipster pose and chilling finality of this invasion put it in a different league from earlier ones. Sure, San Francisco in the Reagan years also had its share of Jay McInerney types in suits hitting the clubs. But in those days the city had temporarily ceded its status as financial center of the West to L.A., so some of those corporate sharpies had to have been here for at least some reasons beyond revenue and career-enhancement. Now San Francisco has become a city of 22-year-old Barbie-bunny marketing girls who don't realize the Web is not the Internet, and guys who have come to San Francisco because the dot-com version of Dutch tulip-mania offers better odds of instant wealth than making partner at Merrill Lynch. The result is a city whose unique history and sensibility is being swamped by twerps with 'tude. 

( Total disregard for local politics and local culture

( Eradication of artist studio’s / workspaces / cultural loci

( House prices spiral into delirious heights

( in Amsterdam the police force looses its personnel because the houses have become to expensive for ordinary policemen to pay for them…

So who is next?

• Culture and the new economy:

Geert Lovink: (Cyberculture in the Age of Dotcom.mania

A Vista over Internet Strategies - April 15, 2000 )

The taming of the cyberculture by "click 'n mortal" businesses and their

willing government executors took only a few years. The Net has been a

successful financial gain for some and left behind a scattered scene of

small enterprises, stagnating networks and dead links for most of the

early participants. The time of institutionalization, mega mergers and

security paranoia has arrived. These new conditions, driven by the current

hyper growth, has a yet invisible effect on the cultural new media sector

(arts, design, education), which had perceived itself for so long as

"ahead of the wave". Whereas start-ups with youngsters are speeding up

towards their IPO (Initial Public Offering) epiphany and eventual sell-out

or bankruptcy, the cultural sector of the new media branch is in panic. The

accumulated cultural capital now has to be safeguarded. Where to go with

all these experimental interfaces, artistic interactive installations, 3D

worlds, techno samples, rich alternative content, packed in databases,

stored on CD-ROMs and web sites, not designed for the market in the first

place? Now is the time to cash in, but the promised high value of

so-called "cultural content" will not be rewarded any time soon, so it

seems. Most money is still made with software, infrastructure and access,

not with content. The interest of venture capitalists in cultural content

is next to zero, with little or no cash returns or profit in sight. How to

cash in when there is little or no interest in avant-garde quality

concepts, with mainstream non-design and instant content proven so popular

and financially successful? Back to charity? The danger of marginalization

is immediate. A way back into state funded projects, museums, galleries

and academia seems to be only option left for the once so mighty cultural

arm of the virtual class.

Conclusion:

For a while the commercial take over of the internet, which went hand in hand with the expansion of the new economy, seemed all powerful. Networking, ICT, e-business and the rise of global corporations seemed to revolutionise the economy and to some extend even politics. But the downfall of the Nasdaq index in April 2000 signalled the end of the bubble economy. Venture capital for e-business would never again be what it was before. Gradually the index (an indicator for -investor- trust) fell back even much further during last year, and its last revival, January 2001, lasted only for one day!    

In a sense the mythology of the new economy ran out of control, blown up beyond any realistic proportion. There are, however, some parties who greatly benefited from the process. Therefore it cannot be understood solely as a spontaneous occurrence. Unscrupulous financial speculation certainly played an instrumental role in this, but these speculators were assisted by an all to eager young generation of e-business entrepreneurs looking for a digital highway to high-speed fortune: the shortest route from IPO to Buy-Out.

Everybody knew it had to collapse, but no-one wanted to miss the boat - pure greed and nothing else lead many pioneers of the digital gold-rush into mischief.

Well…, though luck!

It is interesting here to hear Kevin Kelly’s recommendation again, which he made at the end of his ‘New Rules…’ pamphlet back in 1997:

“In the Network Economy, productivity is not our bottleneck. Our ability to solve our social and economic problems will be limited primarily by our lack of imagination in seizing opportunities, rather than trying to optimize solutions. In the words of Peter Drucker, as echoed recently by George Gilder, "Don't solve problems, seek opportunities." When you are solving problems, you are investing in your weaknesses; when you are seeking opportunities, you are banking on the network. The wonderful news about the Network Economy is that it plays right into human strengths. Repetition, sequels, copies, and automation all tend toward the free, while the innovative, original, and imaginative all soar in value.”

Critical cultural practice, more than anything else, can now disentangle the mythological threads of the new economy. The corporate take-over the net has failed, so much is clear. While e-business lagged behind and the new economy evaporated into recession, the internet continued to grow, i.e. people are looking for something else there than a virtual shopping mall - maybe because shopping is so much fun to do IRL…?

Artists and other cultural agents can now continue their questioning of the cultural conditions of the networked interactions that create the internet. The social space of these networks and the emerging structures of a network society will continue to evolve as the new spaces where power and interests will be projected, and they need a continuous critical evaluation to be reintegrated into the wider context of contemporary culture and society.

