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Where We Go From Here

By A.J. Vogl 

This is not your usual business book. The Support Economy: Why Corporations Are Failing Individuals and the Next Episode of Capitalism challenges some of the deepest-held convictions of business as practiced today, and it calls for change on a level that many executives will find difficult to fathom, let alone to effect. It is a book that might be ignored or dismissed were it written by a critic of business (a Ralph Nader, say), but it comes from two respected members of the establishment: Shoshana Zuboff, a Harvard Business School professor and author of the classic In the Age of the Smart Machine, and her husband, James Maxmin, a former CEO of such companies as Laura Ashley, Thorn Home Electronics, and Volvo-UK. 

It is a book that is in part a history and critique of capitalism, an analysis of corporate function and organization, and a visionary statement of a new economic order. It is that vision that lifts the book from the pack, that will make it controversial, and that may, 50 years hence, be regarded as seminal. 

Zuboff oversees Harvard's Odyssey Program for executives, described as "a school for the second half of life." Maxmin is an adviser to an investment bank in London. They live in Maine but were in New York City recently, where they talked with ATB editor A.J. Vogl. 

In your book, as you described the slights and indignities that we as consumers have to suffer, an image sprang to my mind: that of Peter Finch in the movie Network, where he rants to the world, "I'm mad as hell, and I'm not going to take this anymore." Is your book also a bit of a rant? 

Shoshana Zuboff: I wouldn't quite call it ranting-I would call it giving voice, not just to the consumer but to employees too. Part of the illusion is that when we go to work we're no longer consumers. Current structures have caused us to fragment our lives, our consciousness, so that as an employee I'll do things to you as my customer that I don't want done to me when I leave work, when I'm trying to buy insurance or a plane ticket or book a hotel room. It's giving voice to what we all know and have grown accustomed to-the abuse we absorb as consumers-so that we no longer think it's even legitimate to voice complaints about it. 

Maxmin: And now it's migrated to investors and shareholders. I think if you put everybody on sodium pentathol, they'd see the supply chain in exactly the same way. Despite all the rhetoric about, "We're in the supply chain together," we're not. It's a hugely adversarial process. 

But all the frustrations you speak of are nothing new. Are you suggesting that we've reached some sort of ignition point? 

Zuboff: Yes. Capitalism itself has been transformed many times in the past several hundred years, so we're not talking about something that's a pipe dream. We tend to forget that business is part of capitalism and capitalism is part of society and society is part of history-all nested together, so social change in different periods gives rise to different markets and different approaches to consumption. What we learn by examining revolutionary episodes is that new technologies are needed to meet the needs of new markets, but there also has to be a new way of perceiving a pattern that's able to marry new markets and new technologies. When you get that insight into the new pattern, that's when you get the spark, the ignition. That's what happened in the early 20th century, when mass production and mass markets were married to create what we call managerial capitalism. 

Why today? Because the new markets are there, and the information revolution has intensified the voice of the new society of individuals. 

Maxmin: If we were in Detroit in 1910, and I said that everybody's going to have a car, you'd think I was nuts. Could you envision a place the size of three football pitches, where thousands of people would work to assemble products . . . well, you couldn't. 

But another way to address the question of why now: We had a manufacturing economy, and now we're told we have a service economy, but you take that old enterprise logic and technology from manufacturing, which worked fantastically well, and apply it to service, and it doesn't work very well. What the economy has today is not service-it's lip service, the thing that delivers what we call little murders, the daily indignities as customers that suffocate us. That's why the service economy is giving way to what we call the support economy. 

Explain what you mean by support economy. 

Zuboff: Over the last 50 years, people have changed far more than the commercial organizations that they depend upon. Neither the industrial economy nor the service economy can fill the needs of these new individuals and their need for psychological self-determination. This is a new form of economic value that's realized in individual space rather than in commercial space. It does not revolve around the idea of purchasing goods and services, which are secondary to what we call deep support. By that we mean that people want and need real help in running their lives-help based on respect, trust, and advocacy of their interests. This is the new enterprise logic that supersedes the enterprise logic associated with managerial capitalism. 

Deep support is an entirely new way of doing business. Commerce is redefined around the objective of supporting individuals, and commercial entities accept responsibility and accountability for every aspect of the consumption experience. Right now, self-support-through ATMs, for instance-is all that we have to avoid the adversarialism of today's transactions. In a commercial world centered around advocacy, our choices will change. Deep support means that we get our lives back. 

Maxmin: We believe that three forces are converging today. The first, as Shoshana said, is a new kind of consumer who wants to be treated as an individual, as more than an object of commerce. The second is technologies that are capable of addressing the demands that this new individual makes. The third is this new enterprise logic that brings all of this together in new ways. That new enterprise logic is what we call distributed capitalism. 

Distributed capitalism is a total inversion of managerial capitalism, in which organizations create value through the production and distribution of goods and services. Under managerial capitalism, the company and its top management are at the center of the commercial solar system and the individual consumer is the last rock from the sun. Under distributed capitalism, the customer is at the center of the solar system. 

Once you locate the source of value in the individual rather than the company, the entire way we think about wealth creation, ownership, and control changes. This is comparable to the great political and social revolutions of the 18th century, when people became citizens instead of merely subjects. Under our new model, the consumer is no longer a corporate subject but now becomes the source of all value and all cash. This distribution of value also means the end of the corporation and industrial sectors as we know them. 

Revolutionary, indeed. But what replaces the corporation and industrial sectors? 

Maxmin: The distribution of value leads to what we call the distributed imperative, which means new ways of distributing ownership and control, which in turn leads to federated support networks that are the new competitors. They integrate a wide range of enterprises, along with goods and services, and assume accountability and responsibility for every aspect of the consumption experience. The result is deep support-and individuals gain control of their lives. 

But why can't managerial capitalism change to respond to this new consumer? 

Zuboff: There's an old story we use in our book. A policeman sees a man on his knees under a lamppost looking for his keys. "Are you sure you dropped them here?" he asks. "No," says the man, "I lost them over there," pointing to the darkness. "Then why are you looking for them here?" the policeman asks. "Because," the man says, "this is where the light is."  

Light is also shining over companies, and their managers are using every management tool available to fix things: customizing their products, putting inventory on the Internet, integrating the supply chain, merging, downsizing-the list goes on. That's where the light is-unless there is discontinuity, and then none of the fixes work. Today, we're living in a time of discontinuity, and we have to look in the darkness to find a new way.  That's why I love the example of Henry Ford, even though he's not a very likable character. Here was someone saying to his peers in the manufacturing world, We're going to make cars for everybody. And they said, That's ridiculous-cars are only for rich folks. Ford's peers couldn't see the discontinuity, the mass market that awaited; no one could see that ordinary folks-farmers and small-business people and the like-wanted automobiles, and that if you could make them at a price they could afford, they'd buy them. Ford changed history and, actually, everything about capitalism with that insight. 

Maxmin: But just as it would have been meaningless to create automobiles only for the wealthy, it would be meaningless to offer deep support only for the wealthy. Everybody-white-collar executive, blue-collar worker, single mom, dual-career couple-has a need for deep support. It's an economic engine, and it becomes an economic engine only when you can break down the artificial barriers, the ownership barriers, the assumptions about industry segments. 

Is your rejection of managerial capitalism a reaction to the recent corporate scandals? 

Zuboff: We believe that managerial capitalism has reached the end of its useful life. The corporate scandals you mention-they're not about a few bad apples at the margins of Corporate America. These CEOs are what we would call the extreme sportsmen in the game of managerial capitalism. Putting executives in jail or passing accounting reforms is not going to save this dying form of capitalism. 

We didn't develop our concept of organizational narcissism as a response to these scandals, but it was a very compelling description of what happens when the managerial culture turns inward. As the managerial hierarchy becomes more preoccupied with organizational politics, management becomes more insulated from employees, from shareholders, and from consumers. This insulation has been further solidified by the underlying contempt that the management culture always had toward end consumers, and that contempt also had a sexual spin to it: Women were considered the purchasing agents of the family, and men were out there doing the important work. The separation of managers from all these constituencies put them into a mind-set that said: What's good for us is good for the company, and if it's good for the company it's good. 

But the federated support systems you talk about-they, too, will have to be managed, and won't they be managed by organizations, and won't those organizations follow the same historical pattern of putting the organization first? 

Maxmin: No. Once you get to the inversion and values created from the individual, the management process begins to change. The whole purpose of commerce then is to provide deep support in individual space, so that you-the people in the federation-are making choices about actions in individual space. Relationships with enterprises that deliver deep support become the primary focus, and then you get completely different methods of evaluation. 

Still-there has to be somebody to run the enterprise, right? 

Maxmin: What you're doing is transposing the concept of management as we know it today to management as we will know it in the future. Inside a federation, it's more like a guardianship: There's much more transparency, much more real-time data, much more information that will allow you to see whether it's achieving the goals and objectives of providing levels of deep support.  We're arguing that there will be a fundamental change, from transaction economics to relationship economics, and with that change in metrics the management process itself changes. 

So the answer is: Yes, the words are the same, but the process, the activity, and the focal point are different, and the point of departure is different. You're not inside organizational space-you're in individual space. You're operating in a completely different way.  In organizational space, executives are insulated from other constituencies. Part of the reason for the recent corporate scandals is leaders saying of their company, "I forgot who owns it. I'm so inwardly focused that I forgot I don't own it." And the same holds for the auditors and the board. I've been a non-executive director of many companies. It's a difficult role, and it's easy to be seduced into becoming a friend of management, but that's not what you're there for. 

You talk about relationship economics. I'd like to know what that means in practice. I know what I as a consumer experience now-spending 20 minutes on hold on a so-called help line, finally getting somebody who can't or won't help me. How is that experience going to change? 

Zuboff: Let's look at why that doesn't work. What you're seeing there is a service effort performed inside the box of enterprise logic of managerial capitalism. That's the logic that worked well in manufacturing: to make a lot of stuff fast and cheap, with a tight inward focus on production and distribution. That's what managerial capitalism was invented to achieve. It does that very well, and it's been responsible for much of the wealth that we've experienced in the 20th century. But that same model transposed to service is somebody sitting in an organization, on the inside, on the phone, because they don't want to get too close to you, following a bunch of rules or hurdles or bureaucratic requirements, and you, the consumer, have to bend to those rules. That's the mentality. That's what works for their cost structure. 

Because they say they can't afford to put on more people so that my 20-minute wait would be shorter. 

Zuboff: They could afford it if they were looking for their priorities in the right places. But the priorities are stacked from the inside, in terms of transactional economics and also organizational narcissism. So when the bank is forcing everybody onto ATMs and adding on fees and inflating all these transactions, and giving you the worst service imaginable, no one is moving out of the enormous offices on the 11th floor-right? These priorities are determined through the lens of a narcissistic culture that has become so taken for granted that it's barely visible; it's barely discussable, and it's not discussable that it's not discussable. That's how intrinsic it is. 

Conceptually, I think I understand what you're saying, but I have to confess I still don't understand, practically speaking, how this is going to affect my commercial relationships-with customer-service representatives, airline-reservations people, hotel clerks- 

Zuboff: The job of the clerk at the W Hotel was defined in the organization, and she fulfilled her job objectives, all the way down to the may-I-help-the-next-customer smile-that's what we call relationship mimicry. Everything she was trained to do had to do with cost containment, cost reduction, maintaining the necessary rules of the transaction as they work for that business. In today's world, every single structure is against advocacy in favor of adversarialism. 

But you have to get outside from under the lamppost. We're talking about a parallel universe, where every important thing that clerk is trained to do is related to different criteria than today. The new criteria are related to how much cash we agree to release into their federation or enterprise, and the cash we choose to release is a direct reflection of how much value they realize from us. 

Maxmin: Think about responsibility. If people can raise children or pay off their mortgages, they are responsible for that part of their lives. But put them inside an organization with a set of rules, and not only are they not responsible-they become idiots. That's part of the contract. We say: change the contract. People don't behave like that because it's natural. 

The fundamental change is that the federation and its advocates are 100 percent responsible and accountable for their actions. Think of what it means to an employee when you shift the responsibility-that he or she is responsible for giving you, the customer, the level of support you need when you need it, and you no longer have to go though a decision tree and hang on the phone. 

Here's how it would work. A young family might use several federations-one to handle routine matters, like telecommunications, utilities, personal finances, and grocery shopping, and another federation with an advocate to support them in more complex areas. The advocate would, for instance, handle all of their travel arrangements-airline bookings, ground transportation, hotels, home oversight, and so on. The advocate would also deal with complicated and expensive purchases, such as buying a computer, collecting product and technical information and prices, helping the family make a decision, and providing backup and support after the computer is bought. So, too, the advocate might also act as agent for the family in dealing with the medical establishment if a family member needs hospitalization, helping them choose specialists, making hospital arrangements, confirming insurance coverage, and so on. At these more complex levels, advocates might link to other federations to provide the deep support necessary. 

Zuboff: Go into a bookstore and pick any management book off the shelf. To make your workers customer-friendly, it will say, change the training, and here are the 10 steps to follow, yada, yada, yada. And you may even hire the author as a consultant to come into your organization and train your employees himself. And then it doesn't work. Nothing really changes. It doesn't work because you can't do it within the box. If you think of managerial capitalism as an organism-we use the metaphor that cows can't fly. 

What about some companies-Southwest Airlines, Nordstrom-that some of those books celebrate for their responsiveness to customers, for their niceness? Are you saying their efforts don't fly or can't last? 

Zuboff: Being nice is always subject to the next quarter's results. Certainly we'd all prefer to be treated nicely than rudely, but it doesn't change the fact that it's still a transaction according to the rules of the organization; it still has nothing to do with the larger picture of my experience as an individual. It's not just about getting a plane flight or buying a sweater-it's about getting me the life I want to lead on my own terms. Today it may be a sweater; tomorrow it may be surgery or a college education for my son-these are all bits and pieces of my experience as an individual, and I want an integrated approach to help me figure out the best way to get the best things at the right time, in a context where I have advocates whom I can trust. The phrase that people always use now is, "I want to get my life back." 

You use a variety of metaphors to discuss focus shifting to the individual. One that I found particularly striking is your comparison of the Vietnam Veterans Memorial Wall to your new enterprise logic. 

Zuboff: It used to be that the monument was invested with the message, and you went there as a passive audience member. There was an authoritarian relationship: We know the message, we put it in the statue, we write it on the memorial, and you come here and look and absorb. The Vietnam Wall blew that up. It said: Every person who comes is coming from the richness and complexity of their own experience. They are actively creating their own meanings, and what the Wall does is create the opportunity for that meaning creation to occur. The Wall was the first memorial to address the new society of individuals and the reality of today's people. 

Distributed capitalism is the commercial equivalent of that experience. It recognizes individuals as the origin of all values in the practice of commerce and, as a result, the source of all wealth. And by making that important and dramatic inversion, and recognizing that today's individual is starving for self-determination, it has the opportunity to ignite the same incredible energy and enthusiasm and to sate the depth of that hunger commercially as the Wall did in the commemorative experience. 

Most of our readers are senior executives at multinational corporations. After they read this interview or your book, how do you think they'll react? What should they do? 

Maxmin: If I read this and began to internalize this, it would bring to me a great "Aha! Now I understand why things I thought would work didn't work." I would see through the lens of history the new marketplace that's there. I would then see that technologies have a different capacity than the ways I've been using them. And I would begin to think about how to explore them. 

I would start a discussion inside the company, asking, How would I position myself? What can I do to take advantage of this?-knowing that this is not something that's going to happen in the next quarter or half-year, but the beginning of a historical process. So it's not something where I do 10 things and start the process of reengineering-I need to think about things in a different way. Do I want to be a federation? If I'm an enterprise, what would it look like? If I'm a service business, how can I migrate from a narrow service margin to areas of deep support? I'd want to know: What is this new society of individuals, what is the market, how do I position myself to provide deep support? 

Zuboff: And some executives will circle the wagons. I used to teach this stuff at Harvard, and I went back to the earliest cases ever written up at the B-school. I found one case of a company that made tires. Under their system, one man made one tire. The company was deciding whether or not it should go into mass production-instead of having foremen, they would hire managers, change the organizational structure, and so on. They decided not to do it. I can't think of the name of that company at the moment, and the reason I can't is because it no longer exists. 

And there were many other companies, when faced with revolutionary new insights of mass market and mass production, that said, Thanks but no thanks-we know how to do business our way, and we're doing fine. And they circled the wagons. And similarly today, there will be many companies that will be frightened by what we have to say, because it means too much change, too much discontinuity. And they will be that tire manufacturer of the coming century. 
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