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This sample contains only three of the twenty -seven:chapte rs
in The Fourth Economy, available at Amazon.

This sample contains the introduction and the first' chapter
about social invention taken from the introductory section, a
chapter on the information economy taken<rom the section

S T T B T ' Taté chapter
on how the fourth economy will transform business and the
corporation.
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Please feel free to share this.sample with anyone curious
about how we got here and where we are going. And welcome
to the fourth economy.
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Introduction

You have to ignore history to be pessimistic about the future. One big
reason to wri te this book is to tell the story of how we in the West
made so much progress. It is a fascinating story. A baby born today is

about 75X more likely to live to 75 than was a baby born in medieval
times. Even the progress made since 1900 is incredible .

One of the many reasons that life expectancy is 30 years longer than
in 1900 is because of government programs. Potable water, po lio
vaccines, social security, M edicare, even school lunches.  One of the big
reasons governments in the West have the money to fund such programs
is because of the spread and success of the corporation. Governments

and businesses alike know that their success depends on winning:our
loyalty as voters and consumers and that drives progress. Institutions
continue to evolve Y sometimes su btly and sometimes radically.  To think

that we have suddenly hit a point at which our institutions will stop
improving is like thinking that smart phones or cars will never get any
better .

We have made incredible advances on nearly ‘every front in the last
century. We have fought and won against-communists, anarchists,
fascists, royalists, and robber barons. ", We have beat back rampant
inflation and oppressive gold standards./We have opened the stock
market to the average person. The average person can even in vest in
IPOs or startups now. We have made credit as easy as the swipe of a

card. You have never been less likely to die a violent death. A century

ago, child labor was the norm;.9 year olds working 9 to 12 hour days.
For adults, s ix 12-hour.days a week we re the norm. Formal education
stopped for over 90% of Kids before the age of 14. The average salary
was $750 a year@and it took about half of that to feed a family of five.

We did not have antibiotics. We did not teach evolution and had not
discovered ~DNA. No one had dreamed of genetic engineering. Space
flight was'the stuff of science fiction, not something for which they were
selling-tickets . It makes you question why people are so pessimistic
about the future, why people are so timid about what we can do next.

We worry about debt for our grandkids. If median income grows at the

rate this century as it did in the last, those poor grandkids will be

making an inflatio n-adjusted, median wage of $400,000 a year. (It only
takes growth of 2.1% a year to raise wa ges by 8Xinacentury.)  Wages
this century could even grow at 3% a year, which would mean inflation -
adjusted incomes of over a million per year. You might think that this
sounds fanciful but  imagine this conversation in 1900 if someone were
totellyouth atby2000 wewould have GPS, virtual technology, penicillin,
airplanes, microwave ovens, 3 -car garages, electricity at th e flick of a
switch, the internet in our homes or even our po cket as we wandered
about town. Imagine they told you that the poor were not starving but
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were instead suffering from an obesity epidemic because food was so
cheap. Then on a social front, imagine them telling you that Asian kids
were getting into universities at a fa ster rate than WASPs, or that a
Hispanic could be on the gove  rnment's list of preferred - rather than
banned - contractors. Or that women could open a checking account
without their husband's signature , get a no -fault divorce, take a pill to
keep from getting pregnant, or work as a police or military  officer. Or
vote. Our social and technological inventions have changed and
improved so much in the last century that we do not just get to enjoy

all this. We get to take it all for granted and somehow assume that alll

of this is petty, obvious, and of no consequence. We | ive in a world
transformed and yet we think it is normal Y because itis, for.us, such
an everyday occurrence.

— > — —
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or the year 1.

Another big reason to write this book is because the progress of the
last 700 years has played out in a pattern that is. repeating again, a
pattern that will define the next 3 0-some years.

This pattern suggests policies that will make a huge difference, the sort
of thing that could do to unemployment and underemploy ment what
progress since the Dark Ages has‘done for starvation and malnutrition.

There is a catch  though. We-have to adopt new policies that are more
fitting for an entrepreneurial~economy than the information economy.
Information was scarce in.1900 and mo re of it so easily informed us
then. More than a century later, additional information is more likely to
distract us than make.us productive. The limit to progress has shifted.

The good news'is that people are already moving in the direction of

this new e .conomy and this book will include very recent history of this
adaptation, - along with a history of medieval popes and renaissance
kings:

The countries in the West are emerging from the Great Recession at
various speeds. The Eurozone is barely moving while th e US is once
again (and Canada and Australia are still) thriving. One reason for this

is the level of entrepreneuri al activity. By one measure of
entrepreneurship !, Canada and the US are three times as entrepreneurial

H . [ .]"V_I“:a’ 1--N\v‘_ysu )V\/'\
economy is still contracting.

During the 1970s, 1980s, and 1990s, the US economy created an
average of nearly 2 million jobs per year. In the first decade of the

1 Total Entrepreneurial Activity as reported by Global Entrepreneurship Monitor
(GEM) at http://www.gemconsortium.org/visualizations using the TEA value after
subtracting necessity-driven entrepreneurship (people forced into
entrepreneurship because they cannot find a job).
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21% century, it averaged job /osses of 109,000 per year. 3billion people
around the world tell Gallup that they either work or want to work. The

ey R © A ‘ ~ ' -time, formal jobs in "~
"7 Z {vhichleavés ashortfallof 1.8 billion good jobs. Job creation
has been problematic fo r countries in the West. It remains a huge

challenge to developing economies around the globe, particularly those

countries with higher birth rates. It is true that traditional economic
policies like education and access to capital will remain important. It is
not true that such policies will be enough. In the last century, leading

economies made huge gains by popularizing knowledge work. In the next
generation, the leading economies will make  huge gains by popularizing
entrepreneurship. Not just withinthe ~ West. Not just within countries: This
will happen within companies. As it turns out, one key to creating new

jobs is to change the definition of jobs. Employees wi Il .become more
entrepreneurial and what happens within companies may be as important

as what policy makers in any other institution define or pursue.

Since the Dark Ages, the  West has invented three' market economies:
an agricultural, an industrial, and an information economy. Now, a
fourth, entrepreneurial economy is emerging, but to realize this
potential (and it really is an economy of incredible potential) will
necessitate a variety of big, sweeping,changes.

Period (roughly) Market Economy Develop & Acquire
1300 ¢ 1700 First, Agricultural Land

1700 Y 1900 Second, Industrial Capital

1900 Y 2000 Third, Information Knowledge Workers
2000 Y 2050 Fourth, Entrepreneurial | Entrepreneurship

Each economy has required communities to shift their focus to
developing,'a new factor of production. An agricultural economy is
defined, by developing land, an industrial economy by developing
capital, and an information economy by developing knowledge workers.
In. the fourth, economy, we will need to develop and popularize
entrepreneurship.

Develop in this context is a big word. It encompasses technological
invention and social invention (a notion explored more fully in chapter
one). An agricultural economy may develop land by adopting three-
field rotations and seed drills (examples of technological inventions) or
by developing private property  rights (a social invention). Both kinds
of inventions always force a change in thinking and sometimes
in institutions, neither of which is particularly welcome. Talk of

2 Jim Clifton, The Coming Jobs War (Gallup Press, Kindle Edition, 2011) Location
45.
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revolution in this book is not a metaphor.

Scarcities of land, capital, and knowledge workers have each Y in turn
Y limited progress. (The second chapter explains the limit to progress.)
Communities that focused on overcoming these limits by developing
more land, capital, or knowledge workers prospered. In addition ,
overcoming an old limit shifted the limit t 0 something new. Communities
that overcame the limit of capital Y communities that had built factories
able to make more product than they could sell Y had to shift their
efforts to overcoming the new limit of knowledge workers. The industrial
economy led to the information economy

Economic change shows little respect for popes, kings, bankers;. or
even the modern CEO. It does not matter if the person is .divinely
appointed or board appointed. It changes lifestyles and incomes, brings
new and previously unimagined products into the world. [teven creates
a different person . The impoverished peasant without choice about her
beliefs or even the concepts of a car eer, voting, or family planning
would find her 21 century peer baffling.

There are big differences between an industrial "economy and an
information economy. Economic change is never just about economic
change. To suddenly have a car or access to social media or even
enough to eat is very personal and always has implications that are not

just economic.

The progress through the first three economies has transformed how

the West defines religion, politics,.and finance. The fourth economy will
change how we define business, redefining notions like work, ownership
and wealth creation. Economic change will ag ain disrupt our sense of
normal.

Back in 2005, there’was a tsunami in the Indian Ocean. It began with
an underwater earthquake that people did not notice  and ended with a
tsunami that “people could not avoid. Economic change seems to work
in the _same way. The underwater earthquake that few notice is the
shift in the limit to progress; the tsunami that people cannot avoid
comes~in the form of anew economy .

This history book uses a pattern of change to predict the future.

The introductory section, including the first three chapters, explains
social invention, limits to progress, and the pattern of progress. The
firstchapter argues that social inventionis asimportant as technological
invention. The second chapter defines limits to progress and how
they shift and the disruptions that follow. The third and final chapter
of the section briefly tells the story to follow Y the history of Western
Civilization since the Dark Ages told as a pattern of revolutions.

After that introductory section, there are four sections to tell the story
of the four economies. The first three sections illustrate how sweeping
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are the changes of a new economy. The last section of the book
predicts the future through roughly 2050 based on this same pattern of
progress.

The next chapter explores the acts of social invention that give us
institutions like the nation-state, bank, or corporation. Social inventions
are the creative acts that have defined and invented what we know as
Western Civilization. Social invention doesnotjusthelpus to understand
our past; it is how we will create our future.



1. Social Invention

1. Social Invention

Social invention is the companion to technological invention in
the story of economic progress.

There are these two young fish swimmirang| and they happen to meet
an older fish swimming the other way, who nods at them and says,
"Morning, boys, how's the water?" And the two young fish swim on for a
bit, and then eventually one of them looks over at the other@and goes,
"What the hell is wer?"

0 David Foster Wallace

Progress has always depended on technological invention. It is obvious
that the wheel and pottery made life better. Itis less.obvious that social

T Wy [ [N - ~ 7 ¢ ¢

progress. The history of Western Civilization is-punctuated by big social
inventions and reinventions .

The Invention of Invention

By the time he died, Thomas Edison (1847 Y 1931) had an astounding
1,093 patents. The‘man did not just have a single light bulb moment of
inspiration; his lights stayed on.

It is not easy to say which of his technological i nventions was most
impressive: He invented products as varied as the lightbulb, phonograph,
radio,"and even an early model motion picture projector.

Asitturns > ¢ .t o 1T T NT T T e T e T e
was by far and away his most impressive invention. Edison did not like

to share credit and those of us not really paying attention would observe

this great body of work and conclude that the man was an invention

factory. In fact, his greatest invention was just that: an invention factory

that was the first Industrial Research & Development lab. He hired people

to invent things. Some of the things that he invented he really did invent

on his own; a t other times, he held patents for products his employees

had invented or to which they had significantly contributed.

The R&D labwas more impactfulthan ~ were” * . >~ 1~ 7 ' > " N’
inventions because it became the source of great technological
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inventions through the course of the 20th century . Edison's lab became
a model for in -house R&D labs that sprung up within modern
corporations and universities. T he R&D lab is a social invention.

I SRR B \ & O 1 71 1 M
Before 1900, the sole inventor working with a partner or two and perhaps

a few investors was the norm. During the twentieth century, companies
and universities began to manage and finance technological invention

within R&D labs.

At echnological inve ntion is a novel design that allows parts to do jointly
what they could not do on their own.

A social invention is a novel design that allows people to dojointly
what they could not do on their own.

The philo sopher John Searle (b. 1932) makes the distinction between
brute facts and institutional facts.-3 Brute facts Y the sun is 93 million

miles from earth, hydrogen has-a single atom Y exist independent ly of
what we think or agree. Institutional facts, by contr ast, depend upon
LT T T Qv T T+ 7 7 7 Ttbécause T _ M

someone with authority‘made that very declaration.

Searle further makes the distinction between rules that create behavior

and rules that merely regulate it Rules only regulate the fact of people
driving cars‘but t hey actually create the game of chess. Driving might
be chaotic.without rules but it could exist. Chess, by contrast, is defined
by and dependent on rules. People were not pushing wooden pieces
aroundonach eckered board when someone came along with the rules

of chess to regulate what they were doing.

When an offensive linemen pulls off the line to block a defensive end,
his action makes no sense  independent of the team. His actions are
part of a collective e ffort and only make sense within the context of
the game. Most economic behavior is like this Y meaningless on its own.

PR c o v~ - .
imagine~ ° ’ B bple O’

3 John R. Searle, The Construction of Social Reality (The Free Press, New
York, NY, 1995), mostly drawn from the firsttwo ¢ h a p t e r BuildindiBlobke
of Real i t yd a mgditutr@rFeaattisn @

4 Rules that create reality Searle calls constitutive and those that regulate it he
calls regulative.
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who have no concept of money. The fact that the offensive lineman
pulled off the line is an institutional fact, dependent in this case on the
institution of football.

A lot of e conomic behavior falls into the category of institutional fact.
Money is 0 nly money because we agree it is money. As soon as we all

agree that Confederate currency no longer has any value, it no longer

has any value. When we agree that information on magnetic strips
affixed to plastic has value, it has value. Whether someone is a slave,
employee or owner of an enterprise is not inherent in any physical
reality or dependent on any brute facts, but is Y instead Y true only as
an institutional fact. = Someone sweeping the floor  of a business could
be a slave or the owner.

p— - > > 5« —
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institutional facts to make a distinction between technological invention

and social invention. A technological invention results in a product that

you can observe independent of any agreement aboutvit: You can see
a tractor even if you do not know what it is. Technological-inventions

are like brute facts. By contrast, a home loan isan.institutional fact.
Without a contract specifying terms and even who owes what to whom,

the loan makes no sense. Further , the loan assumes a whole other set

of institutional facts, including the ideas.of.money, banks and a real
estate market to determine the value of the'home for which the loan

exists. Social inventions are like institutional facts.

Through the Looking, - Glass

AU. S. E c.oon o my agiNatiom Riealizes Money Justa | t
Symbol i e, Mutually Shared Il 1l usio
i Onion Headline from 2010

When we stepiinto a car,  we are fully aware that we have entered into

a piece-of technology. We knowt  hat someone once in vented this. Whe
newpull out of the driveway, it is less obvious that we are driving into

a‘set of social inventions. Do we drive on the left or right? At speeds

suitable for the autobahn or a school zone? Social inventions and
technological inventions sh ape each other. Andrew Marr, offers one
reason that Britain lagged France, Germany and the US in automobile
inventions.

Ot was also because of the equally out -of-date state of transport law.
In the 1860s self -propelled vehicles had been given speed limits of 2
m.p.h. in towns and twice that in the county, in both cases to be
preceded by a walking man carrying a red flag or (at night) a red
lantern. The flags were later made voluntary but the enthusiasm of the

British police for apprehending and fining earl y motorists was vigorous
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long before the speed camera. In 1895 John Knight successfully built
his own petrol -driven car and triumphantly rode it through the streets
of Farnham at eight miles an hour. He was promptly arrested and fined
for speeding. M

To | imit the speed of a car to the speed of a man walking has little to

do with technology and everything to do with social norms. Yet it was
this social invention Y cars could not travel faster than someone walking

Y that was to limit technological invention of British innovators.

When you come home to your family, you are less aware that family is
something thatis also invented. In some tribes, children from numerous
families grow up around common fires while the couples_retire into
private huts outside of t hese circles. In 80 -some percent of cultures,
some form of polygamy was Y andis Y practiced, 6 ,and while most of
the world defines family as only two parents, an increasing percentage

of children grow up in families of just one parent..Families in differen t
cultures and households have three generations or one, adopted children
or only biological, same sex couples and no-sex couples. In matrilineal
cultures, the mother defines family. In some cultures that simply means

[ t [ PN e e T Ny AVETN e N g [T [T R O £ TN Ny

contributing to costs and such."The Mosuo people in China have a
seemingly extreme form of this-matrilineal culture.

O’he Mosuo are a matrilineal, agricultural people, passing property and
family name from mother, to daughte r(s), so the household revolves
around the women. When a girl reaches maturity at about thirteen or
fourteen, she receives her own bedroom that opens both to the inner
courtyard of the house and to the street through a private door. A
Mosuo girl has.comple te autonomy as to who steps through this private
door into‘her  babahuago (flower room). The only strict rule is that her
guestimust be gone by sunrise. She can have a different lover the
following night ®or later that same night  ®if she chooses. There is no
expectation of commitment, and any child she conceives is raised in

‘ A :Nq (L I | [ [ v ~ v [

the community. M

You might find yourself horrified or delighted by the thought of this
Mosuo arrangement. | will ju st point out two things. One, apparently for
the Mosuo this is normal. Some probably like it and some probably hate

5 Andrew Marr, The Making of Modern Britain: From Queen Victoria to VE Day,
Pan Books, London, 2009, p. 94.

6 Laura Fortunato, i T haecient roots of monogamous mar ri age, 0
http://www.santafe.edu/news/item/fortunato-origin-monogamous-marriage/
8 July 2011.

7 Ryan, Christopher; Jetha, Cacilda (2010-06-29). Sex at Dawn: The
Prehistoric Origins of Modern Sexuality (Kindle Locations 2141-2146). Harper
Collins, Inc., Kindle Edition.
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it Y just as individuals feel about most any social norms they find
themselves participants in, from compulsory education to working in a
corporat e cubicle . Two, you can probably think of at least one person

who would do better in this arrangement than they do with our Western
traditions. Few norms work well for everyone. One quarter of Americans
will never marry  and 40 to 50%  of the ones who do will divorce. Ifa
drug failed as often and had as many side effects as western marriage,

the FDA probably would not approve it.

Over time, people have invented various forms of f amily, nation, culture,
workplace, and gang . To their children, thesese  emedless like inventions
than simply the way things  were. Social inventions less obviously. exist
O“!l r--_:_l—l'u_ .“,—,,,\|v> e ) —
more like an operating system that is just there when we boot .up_than

a software applicati on that we intentionally open. They are-not so much
things that we are aware of as things that define and direct our

awareness.

The central claim of this book is that a fourth, entrepreneurial economy
is emerging. This, in turn, rests on two claims related to social invention.

The first is that progress depends as much on social invention as it

does on technological invention. Progress obviously depended on
technological inventions like the mechanical clock and compass; it less
obviously depended just as mu'..ch on the so cial inventions of bond
markets and nationality .

The second point is that we are entering a century in which social
invention will become-as intentional and as normal as technological
invention becamein'the last century. What Edison did for pr oduct
invention, this. “next generation will do for social invention.
Entrepreneurshipis aform of social invention. We tend to think of it as
something‘that occurs in the business domain but as we become more
adept_at and conversant with social invention, we will do more than
simply ereate more and better business ventures. Already the term social
entrepreneur has entered the language, and the notion of social
invention as something broader than business will become increasingly
normal. Imagine social inven tion applied to schools, with people
designing, creating, and customizing learning around individual children,

an explosion of educational entrepreneurship that means more options

for more kinds of learners. Imagine employees who act like
entrepreneurs, cr eating new products, markets, and business units from
within their corporations. Imagine new ways to govern. Imagine that we
will explore some of this in the final section of the book.

8 Pew Research, Wendy Wang, Kim Parker, September24,20 14 @A Recor d S
of Americans Have Never Married, 0
http://www.pewsocialtrends.org/2014/09/24/record-share-of-americans-have-

never-married/
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Thepastis a foreigncountry. Theydo thingsdifferentlythere.
d L.P. Hartley

Our prehistoric ancestors had to worry about wild beasts crashing
through the bushes. They did not have to worry about being late for
work. Increasingly, our inventions do more to define our daily lives than
does the natural w orld. Sunsets do n ot determine when houses go dark
and sex does not define when women get pregnant.

Like the microwave oven and air conditioning, churches, banks, and
corporations have made this a different world. In fact, social inventions

like churches, ATMs, jobs, roads, and department stores have become
such ingrained parts of our lives that we can scarcely imagine a world
”,..“,, ,..—.I J,N, A y W\ Y. o e 0~
reinvented, a process guaranteed to be more disruptive than the

transition from 8 - track to iPod.

Technological inventions change parts; social inventions change people.
For this reason alone, social invention is trickier than technological
invention and rarer.

One consequence of overlooking social inventions as inventions is th at
we are less inclined to think about-the need to change them. We are

used to technological inventions_eontinually changing: we shop for new

cars, new computers, and new.clothes that reflect the latest and greatest

idea and execution. We do.not have this same expectation with  social
inventions; we somehow are startled whenever the norms and practices

for religion, government, or business change. In fact, while we expect a
stream of new products, we tend to consider social inventions so
disruptive that we g ive them labels like revolution.

'| 1 | S " . ] ) ] t
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After WWII, the Japanese fascination with American culture led them to
adopt parts of it. Like language, culture can be lost in translation. Someone
reported a Japaree storawith Christmasdecorations complete with Santa

on a cross.

Initially, biological evolution defined change. About 1 00,000 years ago,
Homo s apiens brain was anatomically fully formed. Since then, culture

Y the product of social invention Y has grow n at an exponential rate,
from a handful of stone and bone tools at the beginning of this period

to millions of patents today. ° At some point, social evolution began to

9 Edward O. Wilson, Consilience: the Unity of Knowledge [Vintage Books, New
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shape behavior more than biological evolution. Imitation and then
instruction beganto  supplement and then become more important than
instinct . Today, biology evolves so slowly as to be nearly invisible in a
lifetime, whereas cultural and social evolution is not only visible but also
accelerating.

After discoveringa polio vaccine, Jonas Sal k (1914 Y 1995) had a blank
check to pursue whatever he wanted. As it turns out, he wanted to
establish an institute overlooking the Pacific Ocean across the street
from the University of California at San Diego . He wanted to populate
this institute with s ome of the most interesting and eclectic minds on

the planet. (For instance, James Crick, co  -discoverer of DNA, spent his
last years working at the Salk Institute.) Finally, he wanted to base this
institute on two principles: one, it would be devoted to th e study of
social evolution ( what he called meta -biology), and two,«t\would b e
democratic . Sadly, for Salk - andforus - hedid not clearly, subordlnate

P ~ o = % TSN ¢ e ~ e . f}

question of social evolu tion i" ST YT " née he 'ha_d, M
assembled these great minds, they listened tochis goal and quickly
dismissed it. They thought that s ocial evolution = did not deserve to be

the focus of the Salk Institute.

Among the lessons of history is this: although soci alinventions are  Qust
made up, I‘I the consequences of adoptlng or drscardmg these social

> — — —

seems arbitrary; at another level; though, even a social invention as
simple as declaring a me ‘eting adjourned depends on layers of social
inventions as varied as thevidea of a chairman with the authority to

make such a claim and;.of course, the idea of a meeting or even an
authority. At one - Jevel, social invention might appear to be Qust made
up,MN but as with._technological invention, it is involved and always
depends on a-sequence of previous inventions and the context of the

times.

! o< oo T ‘ “hut the '

consequences of adopting one or the other are very profound and lead

to very drfferent experlences for the individual I|V|ng within them. A

t T L ‘ does”

not make them any less real or the dlfferences between them any Iess

stark And jUSt as someone who has ST T T
.~ . N G~ o -

intermediate inventions, so it is with simple communities that have only

known tyranny and want to create a modern democracy. Inventions are

complex and build on one another . Social inventions are dependent on

both seemlngly mgralned tendenmes (genes rather than somal messages

— > —

York, NY, 1999] p. 145.
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history than possibility. Social invention can be more difficult than
technological invention.

Th|ngs that tare made up can create expenences that are qUIte real The

e " 100 T 1 o’
worshipthatled them to decimate all the trees in order to build statues.
The ensuing loss of resources and topsoil that wiped out a huge
percentage of their population was not made up. It was very real. There
are very real rewards for getting social invention right and v ery real
penalties for messing it up. The success of a plane does not depend
on imagining a world without gravity any more than the success of an
economy depends on imagining a world without greed. Inventions have
to address current reality in orderto cha nge it or rise above it.

It is not just the things that we can see that are made up. Even the
way that we see is made up. An ATM is a technological invention yet
the idea that we need money (even the idea of money .itself) to buy
something as essential asf ood is a social invention. ~, People in a village
centuries ago would not have sent away a hungry person because of a
lack of money. (They may have sent him away because of a lack of
food.) The way we see the world, our worldview, has changed. The
medieval mi nd made sense of the world very-differently than does the
modern mind. (Well, than do some modern‘minds.) Among other things,
we invent meaning, explaining our world and our roles in it. Social norms,
too, are just made up but have very:real consequences.

The medieval mind believed that-man had fallen from grace and, now
expelled from the garden, was destined to a life of misery as a test of
worthiness for the afterlife: The Enlightenment mind, by contrast, believed
that progress was possible and desirable, believed that this life could
be good and made even better. These beliefs, too, are social inventions.
Whether we call. them beliefs or philosophies or mental models, these
might be the 'most pervasive social inventions of all, changing how we
make sense.of the world and even what we think is possible or desirable.

A set of inventions defines a culture or civilization.

We recreate civilization in each child. We call it education. Look at the

huge amount of time and attention that , — ~~ > T " @by
to become a member of society. The gross effort it takes to recreate

society in each child should be testament to the fact that a specific
culture is not a "natural" or spontaneous state; Culture is a social
invention that takes great effort. Specific | anguage and manners, what
we question and what we accept, social roles - all of these end products
represent the teaching of parents, authorities , and even the media and
are essentially conventions that work to construct meaning, to create

the modern li fe.

E— p— —_
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universals of human culture. As a species, we are apparently ready for
language, gestures, cooperation, division of labor, funerals, joking, meal
times, property rights, soul conc  epts, trade and 57 other universals. ' It
is possible that such things are constants. How they are observed does
vary by culture and can be reinvented.

Rather than see them as inventions, we often see social inventions as

’ e o' - o " d you waht a reminderlthat social’ ~

inventions are just made up, however, raise a child. Parents know that
the curious, rebellious, stubborn, and lazy child will challenge social
inventions. My family Ilves close to the MeX|can border and When my
daughterwa ’

— — > — — —
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and guest ioned why they were not. Of course, travel, news reports,
novels, and history all remind us that our social inventions are not
universal or even stable. What makes you successfully fit into your
neighborhood in Manhattan would make you stand out in‘Afghanistan.

Or even Montana. What made you fashionable in 2015 would make you
look silly in  1915.

Social invention - this story of the .tise and transformation of
institutions Y offers the potential for“huge and powerful payoff.
Portraits of luminaries who attended Oxford-cover the walls of

Christ Church College Dining Hall .-John Locke N’is among them. Even if

every other graduate of Chrrst Church had been a slacker who smoked

>

3 > — — p—

hard to overestimate the‘value of LT _ " 777 Mhich did so’
much to create modern-democracies. Social invention has huge potential,
and because of its- ( record of accomplishment, we nearly deify social
Troe e T T T 07 HereNs somiething'to consider.
If social invention make this much difference, why not make it an
intentionalpart of life rather than something that happens only on rare
occasion?-When we create institutions to overcome limits, we make
progress. When we transform institutions to make them tools available
to-many, w e are better off. Social invention, just as assuredly as
technological invention, facilitates progress. It makes little sense to
confine it to history books when we can make it a part of our lives.

Progress and Social Invention

The first human who hled an insult instead of a rock was the founder of

civilization.

10 Wwilson, Consilience, pp. 142, 160.
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Sigmund Freud1856i 1939)

Perhaps teachers and parents should add this to their list of

t ~ y - ~ T 7 N y o O~ - ‘ w ? " be°en ~ N
known to create feelings of stress and alienation; provoke wars,
homicides, and suicides; and pollute the habitat you need for survival.

Most of what we tell you , you should question. You can improve it. This

is, really, just the best  we have been able to do up until now and it
could be that improvement will actually overturn much of what we now
accept and advocate. Learn about your culture and your place in it, but
donot~\l’ﬂ- [ !""IVP [ ,ll [ ] Nn

~ o 7 W . w o o= y N W I |_|

History is not a set of static stories about the way the world once was.
Told right, history is the story of how we came to live the way we do,

and it might even predict our future. Most of us define our lives by.the

social inventions that  shape us.|a m an American, we mighttell peop e,
ora Baptist, or ateenager or an engineer, or an employee-of IBM .Yet
these are often just phases that we are going through. We had the
potential to be something more or perhaps someone- different, and had

we been born into a different time or place we would have been.
Through history, the ways of being - the_options for how we live our
lives - have changed dramatically. What.is..perhaps most interesting
being has been defined less by  thesociety one is, by chance, born into

and defined more by personal choice: There is little reason to believe

that the ratio of intentionality and.choice to chance and destiny will
not continue to rise. Increasingly, individuals will define their lives r ather
than leave that definition to-the society into which they are born. This

is already happening.

Consensus Reality

Culture is roughly anything we do
-+ Lord Raglan
A $20 bill is worth exactly $20 for no other reason than this: we all

agree that it is worth $20. As soon as we stopped agreeing that it was
worth $20, it would no longer be worth $20. One day a Confederate
dollar is worth a dollar and the next day it is worthless. The thing itself
did not change - only what everyone agreed about it.

This is an oddity of social reality. It people do not make it out of a
material like wood or metal. Instead, they make it out of consensus.

One day, everyone agrees that a certain amount of gold is worth $20.
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The next day, everyone agrees that mere paper will be worth $20. In
one generation, polygamists populate the world and in the next
generation, it is monogamists.  These sorts of changes are the stuff of
progress.

Socialinvention has almost magical properties .Agroup ofpeople  cannot
just gather around a fish and declare that it is a desk. (Well, unless
they are merely changing its name.) However, a group can gather around
one woman and say thats heisa queen and around another woman
and say that sheis a president and then agree that the two have very
different rights and responsibilities. Or groups can gather around-one
man and say that he is a slave and around another and say that he
is a wage earner, and explain the demands that can be made of each;

the rights each does or does not have, and the compensation each
deserves.

Charles Tart makes the point that a hypnotist, in a matter of minutes,

can program you to do things you do not normally do and to believe
what is not so. ** He then asks, how much more ‘powerfully can society
program you during the course of your life, given that it has so much
more time and so many more persuasive tools at its disposal than does

a hypnotist?

The fact that the self is itself a social invention suggests something
curious about the next stage of progres s. If social invention is to become
more widespread, the individual will have to become more aware of how

his or her life is also an invention. Up until now, it is the few who have

defined society and the many that have been defined by it. A few receive

divine revelation and‘ \the many receive Mass. Think about a world in
which this direction-is increasingly reversed, a society in which the
individual is less social invention tha  n social inventor. | magine a world
in which more ‘people engage in acts of social invention. If social
invention-becomes to this century what technological invention was to

the last, wewill  ~ * "~ > ~7 "~ ~= " " cayse sutha
change.

If\daily life is an invention, the question is, whose invention is it? It is
hard to underestimate the importance of inertia in defining society. Yet
entrepreneurs challenge this inertia and invent something new.

Asl left school the headmaster toldne,"Branson,| expecto eithersee
youon the cover of dusiness magazineorn j ai | . 0

0 RichardBranson(b. 1950) founderof Virgin, who has,incidentally,
been onthecoverof quitea numberof magazines

11 Charles Tart, Waking Up: Overcoming the Obstacles to Human Potential
(New Science Library, Boston, MA, 1987) 98-100.
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Entrepreneurship and Social Invention

We have been intentional about technological invention through much
of the twentieth century.  Corporations budget for it and assign project
teams to develop new products. By contrast, social inventions come
from entrepreneurs and revolutionaries - from outside the system.

There might be at least three phases to social invention becoming more
normal. In the first, communities will do more to support traditional
entrepreneurship, realizing that the real leading indicators of job
formation are measures like venture capital investment and
collaborations between research universities and startups .Int_ he second,
we will popularize entrepreneurship further, making more employees more
entrepreneurial, doing with in corporations what we have begun outside
of them. This will drive, and be driven by, multiple big changes to the
corporation, a transformationo =~ * >~ N:.o Y T o
matter of entrepreneurship will be more clearly seen as a an act of
social invention and communities will begin to-transform education,
government, and the public sector through acts.of entrepreneurship, acts
that might have been considered revolutionary in past centuries. We will
popularize entrepreneurship and social invention.

>

The next chapter explores why some social inventions give communities
more wealth and power.
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17. The Information Economy

The manipulation of symbols became to the new economy whg
the manipulation of goods had become to the last.
The changes this wrought were more than symbolic.

1300-1700 1700 - 1900 1900 - 2000 2000 ~
Land Capital Silhilodee Entrepreneurship
Workers
Agricultural Industrial Information Entrepreneurial
Renaissance  Enlightenment Pragmatism Systems
& & Thinking
Nation-state Bank Corporation Self
Religion Politics Finance Business
The turmoil and change in the decades around 1900 was overwhelming.
Freud and William James were exploring consciousness and other

products of the-mind,  James publishing The Principles of Psychology in
1890 and-Freud publishing  7he Interpretation of Dreams  in 1899. Marconi
transmitted and received radio signals across the At lantic in 1901. Karl
Benzinventedthe automobile in 1885 and by 1900, automobile factories
were producing cars for the public. The Wright Brothers demonstrated
heavier than air flight in 1903. In the first decades of the new century,
modernists like Picasso, Matisse, and Kandinsky were redefining how
people look atart. 4~ "¢ . T v T Y7 TNty v
Virginia Woolf were transforming | iterature in a similar way, these artists
and writers part of a larger movement of modernism, all stretch ing the
limits of what symbols could convey. Kurt Vonnegut said that thanks to
TV, there are only two kinds of people: conservatives and liberals. In
1900 political activists espoused ideas as different as anarchy and
aristocracy, free markets and tariffs, communism and socialism,
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theocracy, democracy , and republics. As they had done with royalty and
religion, social experimenters rejected the institution of marriage,
promoting such seditious ideas as free love and birth control. Even more
alarming for some was the fact that women wanted to vote. And if in

the face of this tsunami of change you could remain serene, your peace

would have been literally shattered by the outbreak of the First World
War in 1914, a war that produced casualties at a scale that mim icked
the new factories.

One thread throughout all of this was the disruption of knowledge and

the manipulation of symbols Y from art to design and political
propaganda Y that was to characterize and define this new information
economy.

The information eco nomy was not just about information. It was about
knowledge. Information has to be processed in order to-become
knowledge and as knowledge work became more essential,tools that
facilitated the creation, storage, transmission, and access-of information
became more important. Rapidly evolving information-technology was
important because it did so much to enable knowledge workers to be
more productive.

Education was enormously important to<this new economy, but we
are unlikely to ever again get such_dramatic gains from education. In
1900, only 10% of 14 to 17 year olds-were enrolled in formal education.
By 2000, less than 10% were .not;,"We could try for similar gains for
24 to 27 year olds (or even34-to 37 year olds) in this century, but
that seems less promising.(lf we increased the level of education in
this century as much as we did in the last, we would be keeping
people in school untilcthe age of fifty. Thatis not likelyto happen. As
we did with the industrial economy in about 1900, we may be reaching
a point of diminishing returns for the creation of knowledge workers.
The information “economy may already be history. While it worked,
though, the information economy was the most extraordinary economy
yet.

Two..'social inventions were particularly notable during the third
economy. The modern university created knowledge workers. The
corporation gave them a place to work. The university gave them
knowledge. The corporation translated that knowledge into market value.
It is not enough to say that these social i nventions were as important
to the information economy as was the computer. The computer was a
prod uct of these social inventions.

The information  economy changed what was meant by "labor
productivity." The defining figure in an agricultural economy is the
farmer with a hoe. The defining figure in an industrial economy is the
factory worker helping to manufacture hoes. The defining figure in an
information economy is the engineer who works on design plans for a
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backhoe.

This Railroad Will Take You into the Next Economy

The bond markets created to finance  war turned out to be perfectly
suitable for financing railroads. As it turned out, laying down rails
across continents was even more capital -intensive than the Napoleonic
Wars.

Railroads connect consumers and suppliers, connect town to town,. .and
connect factories and stores. Railroads gave inland areas access to
products and ideas they had previously lacked. This is part._of what
enabled Germany®a largely landlocked country ®to become. a rival to
the British Isles in trade and industry. Suddenly, seaports did not
automatically confer an insurmountable advantage’ in economic
development. As it turns out, an economy is kind.'of, like the brain: the
value of the connections befween the parts_is at least as high as the
value of the parts being connected. Brain cells get smart when they are
part of a web of dendrites that connect.them. Communities get rich
when they are part of a web of trade: patterns that connect them.

Yet railroads required enormous investment. Nothing previous had ever
been quite so expensive. It was possible to build a factory and then
gradually expand the market:\and the size of the factory. When
connecting Chicago to NewYork; it was tough to build out just the first

hundred miles, pay that do—, wn with freight and passenger revenue, and
then build another hundred miles. Building railroads between big cities
required laying down alot of Y very expensive Y track all atonce. Very
quickly, the railroads- became the property of parties most willing t o take
on debt. No one_person had money enough to build cross -continental
railroad lines with the money in his or her safe. Railroads required lots

of capital from lots of people. Bond and stock markets were designed
for this’very task.  The New York Stock Exchange began to rent space
- v v F— il L VV‘T‘ ¢ e — ..',’\\..N,
built between 1863 and 1869. The railroads connected more than just
towns.

Capitalism Creates Demand for Creating Demand

Continuous production technology after the American Civil War was not
just better, it was radically better. It was the culmination of two
centuries of progress in overcoming the limit of capital.
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Henry Crowell (1855-1943) was one of the first to apply continuous
production methodology to a factory that brought raw materials into
one end and sent packaged goods out the other. His factory
coalesced all of the production steps into one facility. Before this,
production was not continuous but instead generally required that the
product being made move from one factory to another as it progressed
through production steps.

Even though his factory was amazing, at firstit looked like Crowell had
made an expensive mistake. The factory he built could make twice as
many oats as Americans consumed . Americans generally dismissed oats
as food for horses or Scots, and demand was low. To flood" the
market with so many oats could easily drive down prices so much that
Crowell could never hope to recoup the investment in his amazing new
factory.

So Crowell shifted his attention from the problem of:how to make more
to the problem of how to sell more. The task of making more had
been a problem of overcoming the limits of “capital, of manipulating
things and machines to stimulate  more production. The task of selling
more was a problem of knowledge work, of manipulating symbols to
stimulate more consumption and open -up.-new markets.

Crowell may have been the first to. use scientific endorsements about
the health benefits of his product. He advertised on the side of trains.
He was probably the first to~.send samples to households, sending
packages of oatmeal to homes throughout Portland, Oregon (turning his
excess productive capacity into a marketing advantage.) Furthermore, he
created an image that."O~ ‘ = " ~his” ghloduct into the American
consciousness: the..symbol on the side of his Quaker Oats products
became synonymous” with oats.

Soon, Crowell‘had stimulated demand enough to meet the incredible
capacity «of.“his factory. And as he pioneered the process of
managing demand, he created breakfast cereal.’* Eventually, Kellogg,
Post;.<and others were to duplicate ®and even surpass®his enormous
Success.

What Crowell quickly realized was that the triumph of the second
economy led to the challenge of the third. = Unprecedented level s of
production necessitated unprecedented levels of consumption.

As an affable-looking Quaker led America into mass consumption, the
problem of increased production increasingly took second place to
the problem of increasing sales through product design, advertising,
distribution, marketing, sales, and consumer credit.

x £ 7 Butcdss was to become an example for a wave of new

12 Beniger, The Control Revolution, 2657 66.






