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INTRODUCTION





Start a conversation about the role of big business in the world and, even before you reach the end of your first sentence, you’ll often find you’ve unleashed a furious response. It’s as if you tap into a well of anger, an instinctive animosity. You hit a nerve, a sharp sense of injustice. The very subject meets with a narrow-eyed mistrust. To many, it feels as though business has become detached from society. So, for lots of people trying to imagine how to make the future a better place, it’s hard to see how to put business in that picture. That’s a great problem for the world: we’re facing global challenges of unprecedented magnitude, and business has the scale, resources and expertise to make a positive difference. So if you want to fix the world, you might find you’re better off harnessing the power of business, rather than fighting it.


It’s easy to see why the standing of big business in public opinion has been on a relentless downward slide over the years. For many, the business world has an ignominious recent history. Back in the 1970s and 1980s, a series of devastating leaks and spills in the oil and chemical industries gave credence to the view that corporates were growing rich at the expense of others and at great cost to the natural world. At that time, the dark arts of the tobacco industry and the dubious practices of the pharmaceutical companies began to hit the headlines. In the 1990s, the world was shocked that much-loved consumer brands were manufactured in terrible sweatshop conditions. As the 2000s started and obesity levels soared in the developed world, the food and drink industry stood accused of making vast profits at the expense of their customers’ health. The extractive industries – mining, oil, gas – were seen to plunder the resources of the developing world, leaving environmental destruction in their wake. All of this while corporate fraud on a massive scale brought down a string of well-respected companies. Most recently, the financial crisis and a succession of major banking scandals have rocked public confidence further. And a steady supply of stories about tax dodging and sky-high bonuses reinforces a widespread perception about big business: that it exists for the enrichment of a small elite, at the expense of everyone else.


From this perspective, it looks as if the relationship between the business world and the rest of society has broken down completely. Big businesses are the bad guys, the faceless megacorps, unaccountable and out of control. On that logic, the only reasonable conclusion is to rein them in, to subdue the beast.


We want to turn the argument on its head, to come at it from a different angle. Today’s big companies are powerful actors in the world and it’s our view that we need to mobilise that power, not try to take it down. Of course, power, any power, has the potential for great harm. While there is much in the record of business which is unacceptable by any lights, business is also a powerful engine of progress and social change. It’s time to get beyond the cartoonish storyline of ‘good’ in a noble fight against ‘evil’, because to demonise big business is to waste a huge opportunity. Big companies have many of the essential capabilities we need to tackle many of the most challenging problems we all face. It’s not an act of faith or a theoretical construct. There are many real-life examples of how it can work in practice. In Everybody’s Business we take a journey through the world of business to look at some of those companies that demonstrate such potential.


Our journey begins in the smallholder farms of Africa, where it’s possible to see in vivid relief the difference a big business can make when it engages directly in the struggle of rural communities to lift themselves out of poverty. We travel to Silicon Valley and meet some of the businesses that are shaping the world we live in, driven by a sense of purpose and a restless desire to innovate. Although they’re worlds apart, the village cooperatives of Uganda and the high-tech corporations of the Valley both illustrate how businesses grow up to create the fabric of the local economy that people live and work in.


We visit corporates in many different sectors, operating all over the world: telecoms, manufacturing, mining, technology, pharmaceuticals, apparel, engineering and others. We look at how some of the angriest of fault lines in the relationship between business and society have become fertile ground for collaboration. We hear how working in partnership is the new front-line of doing business in a way which works for everyone. Some of the companies we meet have had their own dark night of the soul: today’s heroes are sometimes yesterday’s villains, and their stories have much to teach us.


Even as we wrote, some of the companies we feature in this book found parts of their operations challenged for bad practice, accused of corruption or in the firing line of the debate on hot issues, such as tax. We are not arguing – and, by the way, neither are the companies themselves – that everything in the garden is always rosy. There is no steady state of equilibrium to be arrived at. What matters is how a company chooses to face the challenges as they arise: the authenticity of the response, and their readiness to engage with the problem.


The territory we’re in is big business, because these are the kinds of businesses that people are worried about. These corporates have tens of thousands, sometimes hundreds of thousands, of employees. Their products reach millions, sometimes billions, of people. As big beasts in the corporate ecosystem, they have a symbiotic relationship with tens of thousands of smaller companies, for whom they provide a route to market and a source of opportunity. When they work out how to create a positive impact for society at large, they have the influence to move the others in their sector and set the pace for change. That’s why how they act is everybody’s business.


BIG BUSINESS IS IN EVERYBODY’S LIFE


Every time we send an email, feed our families, charge our mobile phones, take a painkiller, pay a bill, have a shower, make a journey, watch a movie or enjoy a beer, we can be sure that a number of big companies are at work. Big business is an organising force: bringing together the ideas with the investment, building the infrastructure and production capability, running the systems, delivering the products and services. Our modern lifestyles are underpinned by these enormous companies. Wherever we live in the world, it’s a reality that business is playing an important part in our lives. Big business is an integral part of society, not separate from it.


BIG BUSINESS IS EVERYBODY’S RESPONSIBILITY


Today’s large companies have become significant players on the global stage. Nobody runs the internet, but around seven large corporates provide its physical backbone. A handful of major mining companies extract most of the world’s copper – an essential building block of our electronic age. For example, it’s thought that around ten corporates run the global food system. These companies, and others like them, are all important actors in our world, and we are all affected by what they do and how they do it. So big business really is everybody’s concern.


Society gets the businesses it deserves: if we’re unhappy about a company’s behaviour, we need to do something about it. Most of the smartest businesses we meet know this. They register criticism – even the harshest, most uncomfortable criticism – as a signal, and they use it as an opportunity to question old practices and a spur to innovation. Social censure can be highly effective: some of the leading companies in this book have responded to such pressure by using it as a catalyst for change. Businesses are big problem-solving machines: identifying flaws in the operation today in order to make it work better tomorrow. That’s why, on occasion, facing the negative social consequences of their actions can become the basis of the plan to create a more positive impact.


BIG BUSINESS NEEDS TO WORK FOR EVERYBODY


Every business is made up of myriad choices – some big strategic decisions and countless small tactical ones. The impact that a business has on the world depends on how it makes choices: where to source raw materials from, how to design its manufacturing processes, how to transport goods, how to pay employees, how to cut costs, when to close a factory, where to open a shop, how to price its products, how to market them, where to invest time and money. When there has been a breakdown of trust between business and society, it has been when those decisions are made with little consideration of the likely impact on the outside world.


In the past few decades the rise of shareholder interests has often served to push to the margins a more balanced consideration of the interests of others: everyone else seemed to be of secondary importance. But the business world is on a journey. Most corporates are aware now that the way they do business needs to take account of their social and environmental impact. There’s hardly a big business in the Western world that doesn’t have a large corporate and social responsibility department busy measuring the consequences of its actions and charged with helping the management to make better decisions. Yet today’s more progressive businesses are taking this one step further. They’re not content with just minimising harm; they want to have a positive impact on the world. The stories we tell in this book are of businesses that aim to deliver financial value hand in hand with social value.


BIG BUSINESS CAN HELP FIX THE WORLD


A big company can be thought of as an intense concentration of resources, skills and expertise. Major corporates today have complex networks of operations, suppliers, distributors and partners stretching across the globe. Some leading companies are waking up to their own potential to use this power to have a broader benefit. The conventional assumption would be that businesses provide social benefit through philanthropic donations to good causes, and it ends there. Philanthropy is a valuable contribution in itself, but it’s not what we’re talking about here. Everybody’s Business is about how a business can add value to the world around it by being a business – in other words, through its core activities and not through philanthropy on the side. And our journey through the world of business gives us reasons for hope. In this book, we look at a number of examples of companies which are growing their business by joining the global effort to take on some of today’s toughest challenges. Drawing on the resources and capabilities at their disposal, they’re asking a powerful question: how can we help?


This means we’re seeing a new stance from some quarters of the business world, companies that are deliberating aligning their strategies to respond to global challenges. It’s a big shift in attitude from the bastion mentality associated with the old days. The traditional big corporate seems like a citadel: a well-defended fortress, built to keep the world out. From inside, if the issues that concern the world appear on the horizon, they’re to be treated as threats and wrestled into submission. But today’s most forward-looking business leaders have stepped out over the drawbridge with the aim of engaging with the wider world.


There’s no shortage of places to start. We’re living in the Age of Conversation: the world is noisy with an ever-expanding sprawl of conversations about the things that worry us all. Fuelled by unprecedented access to information and ubiquitous communications devices, the tone seems increasingly intense, growing in urgency. Everyone’s got a say. It’s unsurprising then that some corporates, historically more comfortable in situations where they can control the conversation, stay out of the fray. It’s hard to hear their own thoughts above the racket and they don’t know where to join or how.


This is why we crystallised The 11 Conversations – a way of giving shape to the big debates in the public information space. Just as it’s said that there are only seven basic plots in drama, so we think there are only eleven big conversations. These are enduring themes in the global debate, such as energy and climate change, education and skills, health and human rights. People are drawn into these conversations because they’re concerned about the challenges facing the world right now: on conference platforms, on media channels and in social networks, people worry away at the issues, try to understand the realities more clearly, to tangle out new ways of coming at the problems.


In Everybody’s Business we’re making the case that today’s big corporates are relevant to these big conversations. They need to be involved – and society needs them involved. By the very nature of what they do, they are protagonists, not bystanders, in the big debates of our time. Whatever sector they operate in, their experience and skills mean they have a meaningful contribution to make, and they know how to act to scale. And, of course, the role of business in society is a hot topic in itself. Often it boils down to the question: is big business part of the problem or part of the solution? Our hope is that this book can make a contribution to that debate.



















PART I


THE PLACE OF BUSINESS
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A WHOLE SOCIETY, RISING UP





NYAKOI VILLAGE


We had set off early, but already the Kampala traffic was heavy: cars and minibuses jostled along the city streets, while pedestrians and motorcycles swarmed their way perilously between the trucks and taxis. According to the World Bank there are only seven vehicles for every 1,000 people in Uganda, and it felt as if all of them were jammed onto the roads of the capital city. Eventually we made it onto the highway that curves around Lake Victoria and on towards Nairobi in Kenya. But that wasn’t our destination: we were bound for Nyakoi, a small village in the foothills of Mount Elgon, one of East Africa’s highest mountains.


Nyakoi is a five-hour drive from Kampala. It’s slow going: the highway is single-lane and riddled with murderous potholes. After some four hours, we turn off the tarmacked highway and onto a broad red road leading to the town of Mbale, and every turn we take brings us onto a smaller, rougher road – until they can hardly be called roads at all. The trucks and the traffic are far behind us; we pass farmers with large sacks slung over their shoulders, or piles of bananas balanced improbably on the backs of their bicycles.


It’s an archetypal African journey: a sweeping sky with soaring white-domed clouds, a rough road carved into the red earth, flanked by lush vegetation and ragged-leaved banana trees. But the physical beauty of Uganda’s countryside belies the suffering it contains. According to the Ministry of Finance Planning and Economic Development, almost 25 per cent of people – 7.5 million men, women and children – still live in absolute poverty. Uganda has made great progress in bringing down poverty levels, which were at over 50 per cent in the early 1990s, but it remains one of the poorest countries on earth. There can be few places where it’s possible to see so dramatically the positive impact that business can make on society – and that’s why we’ve made the journey from Kampala to the village of Nyakoi.


The village is surrounded by large old mango trees and, like much of rural Uganda, it clearly benefits from fertile land and plenty of rainfall. Uganda’s cities are growing, and the middle-class is gaining strength – but farming remains the biggest source of work for Ugandans, employing 80 per cent of workers. Most farmers work on small plots of only a few acres: they are one step up from peasant farmers, and the crops they produce often aren’t good quality. The urban demand for their produce may be growing, but farmers are often unable even to reach their local market. We’ve come to Nyakoi to meet a group of farmers who are overcoming these barriers, through their own hard work, and with the help of an unlikely ally: the Coca-Cola Company.


Coca-Cola is, of course, the world’s biggest brand – the swirling Spencerian script of its logo and the smooth curves of its bottle have become international icons. The company has long been a poster child of multinational corporate capitalism: as long ago as 1930 you could buy a cola in nearly eighty different countries, and Coca-Cola was calling itself ‘the International Beverage’.1 Today, people inside Coca-Cola talk about ‘the system’ – and indeed it has become an immense system, operating in over 200 countries. And it isn’t just the big red signature brand: the system markets and distributes more than 500 brands, fifteen of which are billion-dollar brands, including Diet Coke, Fanta, Sprite, Vitamin Water, Powerade, and Minute Maid. It seems strange, as we arrive in the village of Nyakoi, that such a vast corporation could possibly be interested in the smallholder farmers of this remote part of eastern Uganda. Nyakoi feels a long way from the towering edifice of the company’s global headquarters in Atlanta: a few simple mud-brick buildings, surrounded by clusters of round, grass-thatched huts.


But the Coca-Cola Company has a problem. Around the world, obesity is reaching epidemic proportions – and as the world’s biggest sugary soda, Coca-Cola is first in the firing line. At the same time, consumer demand is changing: more people are seeking healthier lifestyles, and healthier drinks. In the USA, soda sales have been on the slide since 2005, and the decline in consumption is accelerating. Coca-Cola has responded to this with a big goal: to triple the size of its juice business by 2020. This presents the company with a new challenge: today, there simply isn’t enough fruit being grown to provide a secure supply of juice ingredients at the right cost and quality. Coke has launched a number of projects to tackle this, looking for innovative new ways of sourcing good-quality fruit.


One such initiative is Project Nurture, which aims to develop a good source of local mangoes and passion fruit for the company’s Minute Maid drinks. The project sets out to achieve this by working with smallholder farmers in parts of Uganda and Kenya – and the hope is that it will serve as a model for the company as it grows its juice business around the world. It’s an ambitious programme: more than 50,000 small fruit farmers are taking part, and the plan was to increase the farmers’ productivity and double their incomes by 2014. For Coca-Cola, this is about a reliable supply of quality raw materials for its juice drinks, but it also has a significant positive impact on the local communities, helping them to create sustainable livelihoods for themselves.


We learnt about Project Nurture from Afzaal Malik, who at the time was the VP of International Public Affairs for the Coca-Cola Company, charged with managing relationships with the company’s main stakeholders around the world, from governments and regulators to NGOs and campaign groups. This put him on the front-line, dealing with the company’s harshest critics, so you might expect him to be a battle-hardened and cynical corporate operator. But Afzaal is a soft-spoken man from Birmingham, and he has a quiet optimism about him. We begin by asking him about his job title, and he laughs. ‘I have difficulty explaining it to my kids,’ he says. ‘Really it’s about being able to engage in a meaningful way with people who care about a range of issues, and being able to talk about what we’re doing and to learn from others.’


Speaking to us by phone from Coca-Cola Plaza in Atlanta, Afzaal explains the company is on unfamiliar territory with Project Nurture: training smallholder farmers in Africa how to improve their crop yields isn’t exactly core business for a company like Coca-Cola, so working in partnership has been the key to making it happen. ‘If we’re going to have a profitable product that’s going to end up on the shelves, and we don’t have the quality and the specification and the sustainable source of product, mango or passion fruit, then we’re not going to get very far,’ he tells us. Coca-Cola needs a sustainable supply of fruit, and shares an objective with the government: agricultural development and the alleviation of poverty. ‘That’s when you start opening up a conversation around the common interests that all parties have on a social objective.’


As well as a shared objective, you need to assemble the right mix of capabilities, Afzaal tells us. ‘It’s hard work, doubling the revenues of thousands of farmers in Uganda and Kenya. You need the right partners.’ Working directly with the farmers is one of the most crucial aspects of the project, and so Coca-Cola chose to partner with an NGO called TechnoServe, which trains the farmers in basic business skills and agricultural techniques. As well as TechnoServe, Coca-Cola brought on board the Bill & Melinda Gates Foundation and the Ugandan Ministry of Agriculture. Afzaal describes how the partnership works:




It happens through a common pooling of interests. The Bill & Melinda Gates Foundation said, ‘We’ll assume some of the risk and the cost of training those farmers to be better farmers’; the Coca-Cola Company and our bottlers have said, ‘We’ll guarantee that a certain amount of product is bought and we’ll work with the farmers to ensure that the quality of the raw materials is high enough to be used in our products.’ Then the Ministry of Agriculture comes in and says, ‘Well, we’ll put some emphasis here behind the infrastructure to allow you to better bring those crops together, making sure that basic roads are built or improved.’ And in the process you also help the agricultural market to develop, so that mango and passion fruit is becoming more available on shelves in stores locally.





Well, the Ugandan Ministry of Agriculture’s road improvements had clearly not reached Nyakoi by the time of our visit, but there is plenty of evidence that Project Nurture is having a real impact here. As we arrive in Nyakoi, it seems as if the entire village has gathered to greet us. The mood is very upbeat: a group of men are playing marimbas and shakers, and singing, while some of the women dance around them. It feels like a celebration and, in a sense, it is: ‘A few years ago we could never have imagined that one day we would have visitors such as you, who come to tell our story,’ says one of the farmers, Okiring Moses, as we are led into the shade of the meeting shed. Of course, we aren’t visitors of particular importance, but our visit is a reflection of the progress they have made: ‘It shows us how far we have come, and how quickly,’ says Okiring.


We have come to meet the Nyakoi Stores Farmers Group, one of 1,300 groups across Uganda and Kenya taking part in Project Nurture. Rather than attempting to work with thousands of individual farmers, the project begins by forming smallholder farmer collectives. On the ground this work is done by TechnoServe, an international NGO specialising in reducing poverty through business solutions. In total, 50,000 farmers are taking part in Project Nurture. The Nyakoi group started in 2009 with eighteen farmers, and now has 275 members – ninety-five of whom are women. A few dozen members have come to meet us today – so many in fact that the meeting spills out of the cool, dark room and into the sunlight.


Inside, one wall is covered with flipchart pages, outlining the objectives, rules and methods of the group. Written in careful capital letters, in thick marker pen, is information on how to use manure, how to protect the trees from pests, how to prune them, and how to sort, grade and pack the mangoes. Another wall is covered with a bookshelf, containing big binders with titles such as Cashbook & Accountability, Hygiene & Sanitation, Workplan and Finance & Oversight. Directly opposite the entrance is a page proudly displaying the group’s mission and vision, and its motto: ‘We gain from our sweat’. The people sitting on the benches around us look as though they understand the meaning of this motto, their hands and faces weathered by work. They are keen to tell us their story.


‘Before, mango was a wild tree, a community tree,’ we’re told. ‘Sometimes our fathers would plant a tree for the family. And when the mangoes fell, there were too many to eat, and many would rot where they fell. There were so many mangoes and we never knew there was a market for them.’ Meanwhile, life was becoming increasingly difficult for the villagers. ‘Problem number one was poverty – which was biting. There was malnutrition, because households lacked a balanced diet. And we could not educate our children, because of the biting poverty.’


In many ways, their problem was isolation. Nyakoi is such a remote community that they had no idea that their mangoes had any value, or how to get them to market. ‘We are hardworking people,’ they tell us, ‘what we lacked was a link.’ That link arrived in the form of a visit from Nathan Emuron, a young business adviser working in TechnoServe’s Mbale office. Nathan’s task was to show the villagers that their mangoes had a commercial value, and help them to organise themselves so that they could realise this value. He worked with them to formalise their group into a collective with structures and governance, so that they could begin to access the markets, and deal with financial institutions. One of the biggest challenges, Nathan tells us, is bringing about a new, commercial attitude in the farmers.


To demonstrate that their mangoes had value, Nathan organised for a few of the farmers to polish and pack their fruit, and take it to the market. ‘When I supplied my ten bags,’ one of the assembled farmers tells us, ‘I got school fees, I got clothes for my children.’ In such a small community, this soon got people’s attention. Farmers are very cautious: all they have is their land, and changing the way they use this land is always a risk. But once people saw that the mangoes had commercial value, the group started to grow. ‘At first the other farmers couldn’t believe we were harvesting the mangoes – they couldn’t believe it. Then they saw the trucks coming to pick up the mangoes and they wanted to join the group.’


By joining the group, the farmers get access to training in modern farming methods and cultivation techniques, as well as basic bookkeeping skills. As a group, they have more confidence to deal with the local market. The nearest market is in the town of Pallisa, which is only around 25 kilometres away, but that’s a day’s journey if you’re pushing a heavy-laden bicycle along these roads. ‘The farmers think that the market is a hostile place – everybody is out to make a profit,’ Nathan explains. ‘Maybe the farmers go to the market once, and then never again – they take their crops to the market and can’t take them back because the mangoes are perishable and so they take a low price. The farmers are risk averse and they don’t know how to negotiate in this environment, and so they stay in the village and the agents come and offer a low price.’


The farmers agree. Everybody has a story to tell about being cheated at the market: ‘You bicycle to Pallisa and leave your produce, and they reduce your price, or even steal it,’ they say. ‘Cheated in broad daylight! They know you have to sell or the fruit will rot and so they can give you a low price, because you can’t take the fruit home.’ Being part of a group gives them some extra bargaining power, they tell us. It’s like many farmers acting as one large farm: ‘You get a bigger voice to bargain for higher prices – and every individual benefits from the higher prices.’


The farmers group has set certain conditions that individuals must meet if they wish to join. They must have at least five mango trees, and their houses must have a latrine, a drying rack to keep their cooking implements off the ground, and a separate place for a rubbish tip. These simple conditions have made a big impact in the village: there have been no cases of dysentery since the group began, and it’s been years since cholera was known in the village. The farmers are feeling the benefits of their increased incomes – and educating their children seems to be the number one priority. Look on a Google Maps satellite image of the area, and only one building is labelled for kilometres around: Nyakoi Primary School. By this time in our meeting, the day’s classes are over, and the children have gathered around the entrance, peering into the dark room with curiosity. They are wearing clean, bright pink and blue uniforms. It is a source of immense pride in the village. When we ask the group about it, one of the farmers exclaims ‘We employ the teachers!’ and spontaneous applause breaks out.


It’s a touching moment. This village has come a long way in a short time: only a few years ago there was not enough food to go around, and now they are able to educate their children. And they want us to know that all of this has been achieved through their own hard work: ‘Nobody has given us anything,’ says Okiring. ‘Since the beginning we haven’t received any help or money of any kind, other than advice and information.’


Although the farmers are now selling mangoes to the local market, they have yet to start selling to Coca-Cola. Sample bags of fruit are regularly sent to the company’s Global Juice Centre in Belgium for testing. Mangoes are like apples: there are dozens of different varieties, and formulating a juice drink that can be mass produced and marketed is an exact science, as there needs to be a consistent taste, sweetness, texture and colour. The mangoes from Uganda have proved quite fibrous, which means that they only produce 30 per cent juice, and machines tend to get clogged. Coke’s product developers are working on blending them with mangoes from other areas. The farmers understand this process. In fact, they seem to relish it, Okiring tells us: ‘Coca-Cola has very demanding quality standards – and this is very encouraging.’ TechnoServe has also enabled the Nyakoi farmers group to start working with Britania, a Ugandan juice company that produces a local brand called Splash. Britania currently imports mangoes from overseas, in pulp form – a crazy state of affairs, given the prevalence of mango trees across this region of Uganda. The farmers are immensely encouraged to be working with companies such as Coca-Cola and Britania, says Okiring: ‘These big companies upgrade us; they make us go to a new level. They give skills – we have devoted members and we want to learn.’


The most important thing the farmers are learning, we are told, is an attitude. ‘We try to inculcate the spirit of business in the farmers,’ Nathan says. ‘How much does it cost to till this land, to create a kilo of mangoes? We get them to look at it as a business. They’ve been farming since they were adults, but they haven’t known how much they made. Was it a profit or a loss? And if it’s a loss, what can we do to remove that loss? What do we have to do to make your enterprise profitable?’ Nathan spends much of his time running training sessions for the farmers, introducing them to bookkeeping techniques, showing them the basics of running a business. The farmers are eager to learn, but this is a very new way of looking at the world, as Okiring tells us: ‘Before we didn’t even know our income, we’d just sell and buy things.’


Not long ago, the Nyakoi farmers didn’t even know their mangoes had any value; now, they have a business plan which includes investing in a pulping machine, so they can get even more value from their fruit. They are very optimistic about their future: ‘We have higher hopes because we have been able to achieve this much with so little capacity,’ says Mr Ojolong, who is the village Reverend and clearly a leader of the community. Everybody looks to him as he speaks, using his hands to show the climbing of a ladder: ‘Our hope is, if at one time we were at this level, now we’ve moved to this level; then we were here; we now have a hope that one day soon we will be on the rooftop!’


Further up into the foothills of Mount Elgon, we visit another farmers group in the village of Bumwangu. This one is smaller, with only sixty-five members, and it focuses on passion fruit – but their story is very similar. As in Nyakoi, they seem pleased with our visit: ‘When we see visitors such as you, we are impressed that we are moving forward,’ they tell us, before introducing the group’s management: the Chairman, the Secretary, the Treasurer, the respective committee Chairpersons – the Sorting Committee, the Investment Committee, the Finance and Oversight Committee, the Marketing Committee – and a youth representative. The group calls itself BUSACA – the Bumwangu Savings and Credit Association. Managing cash is important for the group: each member contributes 5,000 shillings a year, which is used to pay for members to attend training, as well as looking after each other’s social needs, such as supporting a member during illness. Access to credit is also important: the farmers need to buy poles to support the trees, and wire to train the branches. Like the Nyakoi group, it is redolent of the agricultural cooperatives and credit unions that spread across Europe and North America in the nineteenth century. Those were started by the reformers of the age; these groups have been catalysed by a global corporate, Coca-Cola, with the help of an international NGO, TechnoServe.


Across Uganda and Kenya, there are 54,000 farmers taking part in this project – and as we’ve seen, it’s detailed, complex work. It made us wonder: surely, for a company of the scale and resources of Coca-Cola, there must be an easier way to source fruit? What’s really going on? We asked Bob Okello, one of Coke’s executives in the region:




Right now we import pulp from Brazil and India. Africa has so much undeveloped agricultural land. There is a commercial reason for doing this: if we can get these foods locally it’s cheaper, it’s more reliable, you deepen your footprint in the country, you reduce your exposure to fluctuating global food prices – and at the same time you help people improve their lot, increase their income, educate their children. It makes economic sense, and it makes social sense.





Bob is always on the road, travelling between Coke’s operations in Kenya, Uganda, Tanzania and Ethiopia. We speak to him on a faint mobile line, but his perspective is crystal clear, and goes to the heart of this book’s theme: ‘We can achieve our commercial aims whilst in the same breath achieving a social good,’ he tells us. He feels strongly that Coke has a role to play in the continent:




Here in Africa, Coca-Cola is one of the longest investors, first coming in eighty-three years ago. We’ve been investing in Africa for a long time. We employ many people. Our contribution to GDP is bigger than any other company. Our value-chain footprint is huge, both upstream and downstream. Of course we have a responsibility to Africa.





TechnoServe is Coca-Cola’s partner on the ground and none of this would happen without them. Erastus Kibugu is the director for TechnoServe in Uganda. We spoke to him at their headquarters in Kampala, and he was keen to emphasise that initiatives like Project Nurture depend upon the hard work of the farmers, not on any form of aid. ‘Handouts haven’t worked for Africa,’ he says. ‘The future of Africa is going to be partnerships, where global companies like Coca-Cola can develop the sort of supply chain solutions that make sense for them.’ And the work of an NGO such as TechnoServe is vital to getting the system up and running:




As Coca-Cola you can’t partner with each individual smallholder farmer. They’re too small. You need some sort of social action – building social capital, organising farmers into viable production groups, teaching them the tools of business, helping them to increase their productivity. That’s where we come in, that’s why TechnoServe is also an important partner.





And it’s not just mango and passion fruit: TechnoServe works in this way with more than 100,000 farmers, across a number of different crops, including cotton, maize, peas and milk. ‘We ask them, how can you become a large farm if you only have one acre?’ says Erastus. ‘If a thousand of you have one acre, you have a thousand acres. If each of us has one acre of mangoes, or two cows that produce a bucket of milk, then there’s a thousand buckets of milk.’ At the heart of TechnoServe’s approach, he stresses, is business: ‘It happens through social action, but it has to be driven by business. If they’re not competitive, if they don’t make a profit, then they’re not going to last.’


Erastus gives us an example from his dairy farmers – it’s a simple story, almost a parable of economic development:




You need to chill the milk within two hours of milking or it goes bad, so we got together maybe a thousand farmers and arranged for a cooling plant, a large tank that cools the milk. Each farmer brings their milk to the plant, and every morning a large Kampala company comes and collects up to 5,000 litres. Now there’s a lot of revenue going back to the farmers, and this creates incremental businesses like artificial insemination and feed systems for the cows. And now there’s an opportunity to grow that community. People want light, they want power, so guys who sell solar panels start setting up. People want doctors, so clinics set up. People want credit, so bank microfinance institutions come along – and then it goes beyond dairy: lo and behold, now they have maize, because they can afford proper maize seed. And the parents want new uniforms for their kids, clothes for themselves, and shoes – and so sellers come and set up. And so now they’re even thinking of chickens, and cattle. And so you begin to see a whole society rising up. That’s what we do. And this is the whole plan for Project Nurture.





A whole society rising up. It’s a powerful description. Back at Coca-Cola, Afzaal Malik tells us that the benefits of Project Nurture extend beyond securing a sustainable supply of raw ingredients. ‘It’s also about the character of the company,’ he tells us. ‘I think for us, for Coca-Cola, we’re one of the most visible brands in the world; and this visibility makes us a prime target for activists. If someone wants to launch a campaign of advocacy on – you name it, pick a cause – we are very vulnerable to that.’ Afzaal believes that consumers are taking a harder look at the brands they spend money on: ‘People will increasingly buy products not only based upon what they constitute but upon what they stand for. So it’s about character: we believe that putting the character of the company behind our products will be increasingly important.’


When it comes to questions of character, many people will raise an eyebrow at the prospect of big corporates playing a role in countries like Uganda. There remains a perception that corporate involvement in the developing world is exploitative, and causes more harm than good for the local communities. This mistrust has deep roots, and Dr Rajiv Shah, who heads the US Government’s development agency USAID, explained why: ‘The early experience of corporate investment in the developing world was characterised by activity that notoriously caused great harm. Sweatshops, infant formula, Bhopal – all words that conjure images of corporations taking advantage of bad regulations, enriching elites and exploiting the poor.’ But things are starting to change, according to Dr Shah, and the time has come to take a more constructive view of the corporate world. Speaking at a forum on public-private partnerships in Washington DC, he argued that the world of international development should ‘step out of its comfort zone and imagine new linkages with private sector firms’.


Increasingly, business is seen as playing a potentially positive role in lifting people out of poverty. In 2000, the UN launched its ambitious Millennium Development Goals aimed at improving life for the world’s poorest, but the private sector got hardly a mention. The focus was almost entirely on commitments by the G8 finance ministers, and the role of organisations such as the World Bank and the International Monetary Fund. By 2010 the role of business had moved centre stage: as world leaders gathered to review the progress made on the goals, Secretary-General Ban Ki-moon told them,




Government leadership will be crucial. But more than ever before, we depend on the resources and capacities of the private sector to make things happen. Business is a primary driver of innovation, investment and job creation. There is no longer any doubt that business plays an integral role in delivering economic and social progress.





The UN General Assembly issued a resolution, titled ‘Keeping the promise: united to achieve the Millennium Development Goals’, which issued a powerful plea to the business world: ‘We call upon the private sector to further contribute to poverty eradication, including by adapting its business models to the needs and possibilities of the poor.’
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‘POLITICS BY ANOTHER MEANS’


Back in Kampala, we meet a man with an unrivalled perspective on how business can fight poverty. Not many people have such broad experience of life in Uganda as Onapito Ekomoloit: he began his career as a journalist, rising to become editor of The Crusader, one of the country’s main newspapers. He then served as a Member of Parliament, before becoming Press Secretary to the President. Now the scribe-cum–politician-cum-presidential adviser has taken his talents to the business world: he is Corporate Affairs Director for the brewer SABMiller in Uganda. To find out why, we met Onapito at the company’s depot on the outskirts of the city, with Lake Victoria shimmering in the distance.


‘Business is about doing,’ he tells us (after introducing himself with a warm smile and an effusive handshake: ‘Onapito Ekomoloit – difficult for you to say isn’t it? Call me Ona.’). It’s the biggest difference between life in the public sector and working for a public company:




We say things and do them. Government says it will but it won’t: they lack resources, they lack accountability. That’s why it’s great to be in a private company. OK, so our main business is making and selling beer, we’ve done many more things for Uganda – empowering farmers, commercial agriculture and alleviating poverty… It may be on a small scale but it is actually happening – can be touched, can be counted, can be seen.





It might not be immediately obvious how making beer might help contribute to alleviating poverty, but SABMiller’s operations in Uganda show how a successful business can bring real social and economic benefits: creating employment; supporting livelihoods in the supply chain; bringing in new skills and global standards; developing new products to meet local needs; innovating new ways of working for local conditions; and also playing a role in the community through social investment and philanthropy. It’s quite a list, but Ona assures us that each of these elements comes to life vividly in Uganda. ‘As someone in politics I was motivated by development, by making a change,’ he tells us. ‘By coming here I am basically doing politics by another means.’


Politics by another means: this sounds like an activist’s view of business, rather than the perspective of a corporate affairs director in a major multinational company. It’s the central thought of this book: if you want to change the world, business is a good place from which to do it – even a beer business like SABMiller. It’s a great African success story, in fact: SABMiller came out of South Africa after apartheid, and is now a global player with 200 brands, including Grolsch, Peroni, and Miller Genuine Draft. In Uganda, the company’s main product, Eagle Lager, is a great example of how a business can grow by adapting its business model to the needs of the poor. Eagle is a crystal clear golden lager that looks as good as any standard European lager. Introduced in 2002, it quickly became a hit with local consumers: before, most Ugandans were unable to afford a quality beer, and so many people would drink crude home brews, strong in alcohol and sometimes containing dangerous ingredients. Indeed, the World Health Organization (WHO) has said that as much as 50 per cent of the alcohol drunk in Africa is unlicensed, often with harmful impurities and adulterants.


The problem was that the quality of local ingredients was not reliable enough for commercial brewing, and imported ingredients were expensive and pushed up the price of local beer brands. SABMiller set out to develop an affordable local brand made out of a widely available local grain crop, sorghum. Many people were sceptical at first: existing sorghum brews were cloudy and thick, like drinking bitter, watery porridge. SABMiller spent two years working with local scientists, experimenting with different types of sorghum, and developing the business model for an affordable beer. For the company, the result was a winning formula: Eagle now accounts for more than half of the company’s 55 per cent market share. For some of the lowest income consumers, Eagle transformed the experience of having a beer: home brew drinkers sit around a pot of cloudy beer with bamboo straws, whereas Eagle offers the chance to enjoy a clear, filtered bottle of lager with no impurities. Eagle has also had a development impact, according to Ona: more than 9,000 local smallholder farmers are now involved in supplying sorghum to the brewery. ‘We give them a market, buy their crop,’ he tells us. ‘It makes such a difference to them. Poor education, poor health, low income – farmers suffer from every social problem you can think of.’


Tukei William Wilberforce is Chairman of the Bukedea district, and many of the sorghum farmers live in his area. He is tall and smartly dressed, and has something of the presence you might expect from a man bearing such a name (which he adopted at the age of thirteen). ‘William Wilberforce was very instrumental in making progress,’ he tells us. ‘I thought, why not me?’ He describes the impact that having a guaranteed buyer for sorghum has had on the local farmers. ‘It was bad here, the farmers were worse off. They used to grow enough for staple diet but not enough to sell,’ he says. ‘Now the income from sorghum brings food, school, school books, small houses – brick and corrugated iron instead of thatch – and some of them now have electricity. You can see how life is improving.’


Wilberforce is right – you can see the improvements. We went for a stroll around the plots of land, and met some of the farmers. ‘I used to live here,’ says Alfred Omoding, pointing to a traditional round grass-thatched hut. ‘And now I live here,’ he says, pointing to a simple brick-built house: one room, a door and two small windows. Inside, he and his family now sleep on mattresses, instead of on the floor. Some of the houses now have small solar-powered generators, which provide some light after sunset. Alfred tells us that he can now afford to send his children to school, which means they need books and new clothes. He proudly adopts the air of a long-suffering family man when he says, ‘my job now is paying for things.’


SABMiller buys a guaranteed amount of sorghum from the farmers at a guaranteed price. It’s difficult to over-state how important this is to the farmers, but the programme is a lot more involved than this. It begins with advancing the farmers money to buy the seeds, and subsidising the price; helping them to invest in a seed-planter so that the seeds are correctly spaced and planted; making fertiliser available and training them in cultivation techniques and pest control methods. None of this is the kind of routine commercial activity you might expect from a brewer. But there is one piece of hardware, above all else, that gets the farmers excited: the tractor. ‘It used to take two days and two oxen to plough one acre,’ Alfred tells us. ‘Now, the tractor can do twelve acres in a day.’ And make no mistake, ploughing is back-breaking work, and everybody has to lend a hand: ‘Before the tractor service, a lot of time was spent by the family on ploughing. Everybody had to help. Now the tractor services leaves the women and children free to do something else; now the children can go to school.’


It’s nothing less than an agricultural revolution. Now the farmers are able to cultivate more land and increase their yield. Wilberforce gives us a politician’s view of this. ‘For me, it’s economics: when someone has an excess of sorghum, he sells it. Then he has some resources, and he can put some of those resources to good use – for himself, his household, his family and eventually his community.’ This, for Wilberforce, is the goal: the good of the community. When enough people in a community progress in this way, everybody benefits: ‘If 70 to 80 per cent of people in the community become empowered, the others can fit in, can find a place, can find some support,’ he says. It echoes the picture painted for us by Erastus from TechnoServe: a whole society rising up.


SABMiller wanted to understand better the effect its operations are having in countries like Uganda, and so commissioned a socio-economic impact study. It’s an increasingly common endeavour, as companies seek to get a grip on their relationship to society; Nike, Unilever, Standard Chartered and Vodafone have all commissioned similar studies. For SABMiller, the study was done by Professor Ethan Kapstein of INSEAD.2 He looked at the company’s impact on household income, employment and government revenue, as well as its broader social and environmental impacts. One of the company’s main contributions, the report concludes, is jobs: for every person directly employed by the brewery, 200 jobs are supported in the Ugandan economy – farmers, drivers, retailers, bar workers etc. – that’s a total of over 44,000 jobs. This is significant in a country where unemployment is at crisis point, as Ona points out: ‘Jobs mean everything here,’ he says. ‘You have to remember, we have 80 per cent jobless among the youth.’


The jobs at the brewery are skilled jobs, Ona tells us: ‘There is robust training, because people don’t have relevant skills when they come into the business.’ SABMiller employees can become qualified as master brewers, and there is training on general management topics such as problem solving and performance management. For Uganda, it means that new skills and global standards are entering the economy – a process of human capital formation, in the jargon of the socio-economic impact study. ‘You have the same level of skills here as anywhere in the SABMiller group around the world,’ Ona says. ‘These are world-class skills, our people here can hold their own against anyone in the US, or anywhere.’


The brewery itself is like an enclave of global operational excellence: gleaming vats and cylinders connected by a maze of pipes, tubes, ducts and channels. Workers in bright blue overalls check the flickering gauges and watch the blinking monitors. Everywhere you look there are charts and graphs showing the brewery’s performance: energy, water, quality, efficiency, safety – all of them benchmarked against other SABMiller breweries. Everybody here wants this brewery to be a truly world-class operation. It feels like you could be in any SABMiller brewery, anywhere in the world; only the sweet smell of the hops mixing with the thick tropical air reminds us we are in Africa.


Water use has been a major area of focus for the operation in recent years. Uganda is not yet a water-stressed area: it is a lush country with plenty of rainfall, interlaced with rivers and freshwater lakes. But the population is growing rapidly – from 10 million to approaching 40 million in the last forty years – and water availability is expected to become a big issue. It’s a similar story in many parts of the world, and ‘making more beer using less water’ is a global priority for SABMiller: it aims to cut the water used per hectolitre of lager to 3.45 between 2008 and 2015 – a drop of 25 per cent. At the time of writing, the group average is 4 hectolitres, and the group best is 2.7. The Uganda brewery still has a way to go: it uses 4.65. Even this number represents significant progress: it once took over 12 hectolitres for the brewery to make a single hectolitre of beer.


Everyone we meet in the brewery is enthusiastic to show us the latest operational advances they’ve made. It’s a ceaseless quest for incremental improvement, pushing forward the brewery’s performance – a litre here, a percentage point there. It’s clearly a very engaged workforce, as Ethan Kapstein notes in his socio-economic impact study: the brewery has a very low level of staff turnover, and it is consistently referred to as one of Uganda’s best employers. All of the staff are unionised at the shop-floor level, and they receive a range of benefits – most strikingly, free health care. We visit the brewery’s health clinic, where employees and their families can receive treatments, and even stay overnight for more serious conditions. The clinic is run by Dr Moses, who introduces himself emphatically: ‘I am the company doctor.’


Dr Moses has the natural, affable authority you might expect to find in a trusted community physician. He is clearly an important figure in the life of the brewery – and also in the business of the brewery. ‘Health is a key determinant of productivity,’ he explains. ‘Our model is to provide health-care ourselves so we are able to make decisions fast and make medical interventions fast, through our clinic here.’ The publicly available health services can be very slow, he tells us. ‘It’s better to treat people here rather than at a local hospital where people have to wait, and then it takes them longer to recover and longer to return to work.’ Of course, Uganda was hit extremely hard by the epidemic of HIV/AIDS: in the 1990s infection levels approached 30 per cent, according to Dr Moses. Infection levels fell down to 6.4 per cent, he tells us, but are on the rise again (7.3 per cent at the time of writing). It’s top of the agenda for Dr Moses: ‘We look at HIV/AIDS as a risk to the business,’ he says. ‘We have a highly trained and experienced staff and we risk losing them. Skills are hard to come by in Uganda. If you lose a skilled person your efficiencies will slide, delays will occur, you will need to invest in more training – your business will suffer.’


Testing is at the heart of the brewery’s efforts to combat HIV/AIDS. Each year, around 80 per cent of employees are tested – voluntarily, and confidentially. ‘There is still a lot of stigma and fear around it,’ Dr Moses tells us. ‘So we inculcate a culture of testing. The leadership all get tested, the MD and his wife, the Finance Director, the Human Resources Director – it’s good to see the leaders leading by example.’ Every quarter the clinic runs a testing day, with entertainment, drummers, videos, refreshments, and freebies such as T-shirts and condoms. The clinic also organises home-based testing to increase coverage. It means a lot to the local people, and Dr Moses tells us they are always trying to reach further. ‘You get to the spouses and the family. And you can educate them on other issues – sanitation and hygiene, child health, malaria…’


Alcohol abuse is another major health issue in Uganda, and one of obvious concern to a brewer such as SABMiller. In 2010, hundreds of people across Uganda died after drinking a methanol-laced batch of waragi, a strong home-made gin. Illegally produced alcohol is easy to make, and regularly causes blindness and even death. Bananas, sugar molasses, millet and maize are all fermented and distilled into hard liquor, and sold on the informal market. SABMiller hopes that its Eagle Lager will help to alleviate this by providing an affordable alternative. Even so, alcohol abuse is a particularly acute problem in Uganda: studies by the World Health Organization have shown it to have the world’s highest alcohol consumption per person, with adults consuming the equivalent of 19.5 litres of pure alcohol a year. As Chairman of a local government district, it’s a problem that Wilberforce is acutely aware of. For him, the answer is economic growth, of the kind we saw with the sorghum farmers:




The more you get empowered, the more money you have, the more your priorities change. Those who are drunk are living from hand to mouth, but if you’ve sold your sorghum, and you’re putting up your house, your priorities change. You don’t have time to sit and drink. You get more resources, you interact more with the community around you. The negative tends to lose strength.





Back at SABMiller’s offices, Ona echoes this sentiment. ‘Alcohol abuse is a problem,’ he says, ‘And that’s very closely linked to the broader problem of poverty, which leads to despondency, to instability and conflict. Alcohol abuse hits low income people hardest.’ Most alcohol abuse is in the informal sector, Ona tells us – cheap home-brew, which Eagle Lager provides a safe, affordable alternative to. Still, there’s no doubt that alcohol abuse has a devastating effect in Uganda, and in many other parts of Africa: it’s associated with violence and crime, and lost productivity. Money spent on alcohol is money that isn’t being spent on the family’s well-being. But isn’t it counter-intuitive that making beer more affordable is a way to tackle alcohol abuse? Surely a brewer like SABMiller wants people to spend as much money as possible on beer? These are points Ona hears a lot. ‘Even our bar workers sometimes say that this is a contradiction: you want us to sell as much as we can. We tell them, your challenge is to attract as many drinkers as you can, who each have a few drinks.’ Ultimately, it’s about good business, Ona explains: ‘We don’t want drinkers who drink two crates each – who will get ill, or get fired, or die – because that’s not an investment in your customers.’
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Whether it’s Coca-Cola’s work with mango and passion fruit farmers, or SABMiller’s work with sorghum farmers, these projects require a new approach to doing business: new commercial models, new product formulations, and new skill sets. In London, we talked to Andy Wales, who is head of Sustainable Development at SABMiller. Andy and his team have a growing number of projects like this running across Africa and Latin America. To make them work, he tells us, you need an ‘open business mindset’:




From the business side, we need people who have the capabilities to manage what are essentially more open ways of doing business – people who understand that our success depends on the success of society around us, and so they are prepared to invest the time and the relationships with government, with communities, with NGOs, and to understand the way they think, their time frames, the language they use. We need business people who can set up value chains, who have that external engagement skill set, who can work with an open business mindset.





Back at Coca-Cola, this is a sentiment echoed by Afzaal Malik: ‘Our business does not exist in a vacuum,’ he says. ‘You’re not going to have a business if the community that you’re operating in doesn’t have a reliable supply chain, or doesn’t have a viable source of water, or isn’t able to provide you with employees who are able to do the job.’ And, like Andy Wales, he sees that this is changing the capabilities inside the business: ‘There are parts of our business that are being forced to think more like development agencies.’


This approach to business is welcomed by some of those development agencies, which are on the front-line of fighting poverty. Both SABMiller and Coca-Cola are the focus of a study by Oxfam, called ‘Exploring the Links Between International Business and Poverty Reduction’. The report looks specifically at the operations of these two companies in Zambia and El Salvador, and concludes:




… as companies gain a deeper understanding of their impact on poverty reduction, they recognise that their own success is often directly linked to the success of the communities in which they operate. This recognition has driven some companies to take a more strategic approach to development. Many are investigating how to transfer knowledge and skills to low-income people along their value chains in a more inclusive manner. Small enterprises and large multinationals alike are creating innovative new products and services that simultaneously satisfy the needs of people at the base of the pyramid, achieve a development impact, and create new consumer markets.3





NGOs have frequently been strident critics of the role of corporates in the developing world, so it’s striking to read this from Oxfam. But it’s even more striking to hear it on the ground, from Wilberforce: ‘I’ll tell you what it means,’ he says. ‘It means, from thatched roof to corrugated iron, from a mattress to a bed, from no electricity to solar-powered generators. That’s what it means – that’s development.’
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SHAPING THE FUTURE





SILICON VALLEY


The train between San Jose and San Francisco is a fairly ordinary commuter service. The steel exterior gleams in the California sunshine, but there are trains like this all over the United States. However, as you pass through the extended, flat suburbs filled with low-level buildings and parking lots, you can’t help thinking there is something special about this journey. This is Silicon Valley, and from the train window you can glimpse some of the places that have changed history: Mountain View, birthplace of the silicon chip and now home to the sprawling Google campus; Menlo Park, home to Facebook; Palo Alto, origin of Hewlett-Packard, the company that established this region as the home of the computer industry. To the west, towards the redwood-covered hills, is Cupertino – the home of Apple. And clustered around these giants are thousands of small and medium-sized businesses, all playing their part in the Valley’s ecosystem, and some of them may become the next Amazon, Airbnb, eBay, Intel, Autodesk, Dropbox, Salesforce, Cisco, Adobe, LinkedIn, Twitter, Electronic Arts, Netflix, Yelp… It’s hard to think of anywhere with a greater concentration of businesses that are shaping the world we live in. If you want to understand the role that business plays in shaping the future, you have to come to Silicon Valley.


There has been a train service running on this route for 150 years. Back then, the area was known as the Valley of Heart’s Delights because of its abundance of fruit orchards, made possible by the unbroken blue skies, the moderate temperatures and the rich soil. Today, there’s little evidence that this was once the largest fruit production region in the world, full of orchards growing cherries, oranges, apricots and apples. As the computer industry grew, the fruit trees slowly made way for the manufacturing plants of companies making microprocessors, and by the 1980s the area had acquired its moniker as Silicon Valley. Still, according to valley lore, an apple orchard called All One Farm was a regular hangout for a young Steve Jobs. As its name might suggest, this wasn’t a typical farm: it was more of a commune that gave Jobs the chance to explore fruitarian diets and psychedelic drugs – and, ultimately, provided the inspiration for the name of the company he would build with his partner, Steve Wozniak. Today, Apple is earning more money in any given quarter than all but a handful of companies in history – and there aren’t many businesses that have done more to shape the everyday lives and aspirations of people around the world.


Apple made its first imprint on the public imagination a full three decades ago. It happened during the 1984 Super Bowl. Few people will recall that the Los Angeles Raiders beat the Washington Redskins in an uneventful game. Fewer people still would be able to recall the commercials that played during the breaks: one ad featured the Incredible Hulk flogging PCs from Radio Shack; another showed off a new Atari computer. The ads that played that day, like the products they featured, are all long since forgotten. All, that is, but one. That Super Bowl ad break ran the only airing of Apple’s famous ‘1984’ commercial, announcing one of the most significant product launches in history: the Macintosh. It has become an advertising legend – named by Advertising Age as the greatest commercial of all time – and it laid the cornerstone for Apple’s enduring brand position.


The ad is set in a dystopian industrial blue-grey world. Lines of blank-eyed mind-controlled workers shuffle towards a large screen. On the screen is Big Brother, droning on about ‘information purification directives’. It’s a depressing, totalitarian scene. Suddenly we see a young woman running towards the screen, chased by storm-trooper riot police. She flings a sledgehammer into the face of Big Brother, smashing the screen and freeing the minds of the audience. A portentous voice declares: ‘On January 24th, Apple Computer will introduce Macintosh. And you’ll see why 1984 won’t be like 1984.’


It had an instant impact: as soon as the ad was aired, controversy erupted. A wave of media coverage followed, and the ad was replayed on all three national US networks – worth millions in free publicity. Unlike other computer company commercials, the ad didn’t sell the computer – it sold a story. And the story was simple: an upstart tech company with a cool new product was insinuating that IBM, pillar of the American corporate establishment, was like Big Brother. As Steve Jobs said in an Apple keynote speech:




It is now 1984. It appears IBM wants it all. Apple is perceived to be the only hope to offer IBM a run for its money. Dealers initially welcoming IBM with open arms now fear an IBM-dominated and -controlled future. They are increasingly turning back to Apple as the only force that can ensure their future freedom. IBM wants it all and is aiming its guns on its last obstacle to industry control: Apple. Will Big Blue dominate the entire computer industry? The entire information age? Was George Orwell right?





And this was how Apple gained its first real foothold in the public imagination: ‘the only hope’, a force from freedom, fighting against a dominant corporate culture – a business self-consciously being ‘everybody’s business’. A few years later, the famous Think Different campaign – dedicated ‘to the crazy ones’ – would push this anti-establishment position. From the beginning, everything about the brand was un-corporate – from its iconoclastic founder to the original colourful logo. And what kind of company was called Apple?


There’s something of a paradox about Apple’s rise: the upstart challenger is now the dominant global megacorp. In 2011, Apple Inc. became the world’s most valuable company by market capitalisation, regularly swapping the top spot with ExxonMobil. A decade ago, Apple was a $10 billion company; now it’s worth over $400 billion. We live in an age of growing suspicion and hostility towards the corporate world, and yet people can’t get enough of Apple. It’s one of the most loved brands, regularly named by Fortune magazine as the World’s Most Admired Company. When Steve Jobs died in 2011, thousands of fans left flowers and candles outside Apple stores around the world, from Beijing to Cupertino. In a climate of anti-corporate angst, it was extraordinary to see such an outpouring of affection for the leader of a major multinational company.


In the haze of adulation that now surrounds Steve Jobs, it’s hard to remember that there was a time when he had some vocal critics. As the business grew and grew up, some people increasingly expected it to take on the mantle of traditional corporates, and part of that was support for good causes. In 2006, Wired magazine published an article called ‘Great Wealth Does Not Make A Great Man’, comparing the philanthropic activities of Steve Jobs and Bill Gates. The article concluded that Jobs is ‘nothing more than a greedy capitalist who’s amassed an obscene fortune’. Jobs didn’t see it that way: he had opened a foundation but closed it after fifteen months, saying he didn’t have time to do it properly. Friends told the New York Times that Jobs felt he ‘could do more good focusing his energy on continuing to expand Apple than on philanthropy’.4 Judging by the good fortunes of Apple, most people agreed with him. As Frank Zappa said, ‘Without music to decorate it, time is just a bunch of boring production deadlines or dates by which bills must be paid.’ And the arrival of iTunes transformed the experience of music for people more than anything since the gramophone. Then everybody fell in love with their iPhones and iPads, and the new possibilities that they opened up. For most, these innovative products were gift enough.


That’s before you get to the use of the products explicitly for the public good. More philanthropy dollars are spent on education than anything else, and the iPad has a contribution to make there. Health care is another of the priority causes for corporate foundations, and the iPhone and its apps have been playing a big role in the health sector in poor communities everywhere. And as big businesses do, Apple became a landmark in the landscape of Silicon Valley, generating employment and wealth, with an energy that draws an entire ecosystem of developers and distributors into its orbit. And let’s not forget the app economy which has spun out of it. With 850,000 apps and 45 billion downloads in just five years, the App Store has spawned a whole new industry, paying billions in royalties to app developers in all corners of the world.
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Few Silicon Valley businesses are household names like Apple. Most are low profile, behind-the-scenes companies – but in many ways their impact on the world is no less profound. Take Autodesk, for example – the world’s leading maker of design software. This may sound niche – but our modern world would look quite different without computer-aided design, or CAD. Bike wheels, perfume bottles, drilling bits, running shoes, train carriages, crankshafts, thermos flasks, suspension bridges, wind turbines, aircraft engines – much of our world has been digitally designed, and when it comes to design software, Autodesk is the major player. The company was founded in 1982 – the year that the computer was named Time magazine’s ‘Man of the Year’, and Apple became the first personal computer company in history to hit $1 billion in revenue. Today’s architects, engineers, product designers, and manufacturers might have grown up with Autodesk, and they might find it hard to imagine life before CAD: drafting and redrafting in 2D, by hand – it was painstaking and often uninspiring work. Digital design tools changed all that. Designers could enjoy the creativity, given the freedom to experiment without requiring endless redrawing. It became possible to design more sophisticated objects in 3D. Designers could now visualise their designs using 3D models, allowing customers and end-users to contribute to the process. To ask designers to return to the pre-Autodesk age would be like asking the rest of us to go back to the world of typewriters and Tipp-Ex.


In an imposing building on San Francisco’s harbour front, Autodesk has a gallery that showcases projects that use its software. Large arched windows overlook the ferries scuttling across the bay, but the view inside is even more captivating. The first thing you see is a model of the new ‘supertall’ Shanghai Tower – at 121 storeys high China’s tallest building. It has a skin of glass that twists and tapers, which makes it look impossibly ephemeral. It’s an incredibly complex structure, designed with Autodesk tools by Gensler, a German architectural firm. Then there’s a mesmeric Mercedes-Benz concept car, the Biome, designed on Autodesk software to mimic the structural cavities of a mammalian skull – making it very light. The gallery is packed with such wonders; it really is the most extraordinary corporate space. ‘We created this space so we could show off the work of our customers,’ says Autodesk’s CEO, Carl Bass – and when he says ‘customers’, he’s talking about the millions of individuals using Autodesk tools to push the limits of design. ‘What we wanted to do was go behind the scenes and show all the decisions and all the thoughts and the inspiration that allows these creative people to bring these things to life.’


That’s what design really means to Carl and his colleagues: making decisions. For most people, design brings to mind graphic design, or font design, or interior design – in other words, aesthetic design. But this isn’t really what Autodesk is about, as Jeff Kowalski, their Chief Technology Officer, tells us: ‘The designer is not the person in the black turtleneck, the person making the beautiful objects; it’s the person understanding the paths that follow from various decisions’ – such as the decision to use a different material, or change a dimension, or alter the structure. Here’s where Autodesk comes in, Jeff explains. ‘Through simulation, analysis and visualisation, our tools literally let people see the consequences of their decisions before they hit the material world. It’s safer, it’s more exploratory, and it’s potentially more innovative. Our tools let you select the future you’d like to bring into the present.’


In common with much of Silicon Valley, conversations at Autodesk tend to be about the future – and of course, any conversation about the future leads rapidly towards some of the urgent concerns facing the world, as the global population soars towards 9 billion. ‘The demand for innovation has never been greater,’ Carl told students at Silicon Valley’s Singularity University, ‘We have these grand challenges – how do we supply people with ample food, with clean water, with sustainable energy sources?’ There is reason for optimism, he thinks. ‘The tools we have to solve these challenges have never been better.’ Smarter design and systems thinking is at the heart of tackling these challenges, and Autodesk sets out to build the tools that make this possible – for example, by modelling the energy use of a building, squeezing waste out of a factory, or planning more sustainable infrastructure. Using these tools, Carl thinks that we can change our approach to using resources and manufacturing objects. ‘There are things we do now that are crazy – the idea of chopping a tree down in Oregon and shipping it to Asia to be turned into plywood to be incorporated in a house in Kansas. That doesn’t make any sense. Those things are going to change,’ he says.


At the far end of the Autodesk Gallery is arguably the most significant exhibit of them all. In a glass box about a metre square, a small robotic nozzle glides silently but purposefully, making small repetitive movements. It’s a 3D printer: it looks innocuous, but according to Carl and Jeff, this industrious little machine will change the world. Carl explains how it works.


‘Think of an inkjet printer, which lays down a thin layer of ink. A 3D printer lays down a thin layer of plastic – it’s mostly plastic – and then it just goes up a little bit, a fraction of an inch, and prints another layer and another layer, until you have a 3D object. It’s kind of science-fiction-like, because it gives you the ability to take a file and send it halfway around the world and I can print the exact same object sitting 5,000 miles away.’


Just like an inkjet printer, a 3D printer prints from a digital file – and Autodesk develops the software that makes these files. In a sense, it’s the Microsoft Word of 3D printing – along with a number of other 3D software makers, such as Blender and SketchUp. Many people think it could change the way products are made and sold. If you need a spare part for your bike, you don’t need to order one from the manufacturer, you can print one off. If a coat-hook snaps, print a new one. Bored of your iPhone cover? Design and print your own. And already there’s a proliferation of innovative alternatives springing up in the industry. Companies like Solidoodle and MakerBot are racing to produce the first breakthrough 3D printer for the consumer market. Dreambox is a 3D printing vending machine, allowing consumers to upload a 3D design from a USB stick and print it out. Shapeways is an online marketplace for 3D designs, and their marketing director Carine Carmy told PBS’s Off Book how 3D printing changes the product development process:




You can essentially bring a product to market with no risk. You don’t have inventory any more. You don’t have to make sure there’s a market ready for your product. If you sell one, that’s awesome; if you sell 10,000 then all of a sudden you have a passive income model. Usually to bring a product to market takes a year, and then you have to find the manufacturer, and the investor, and so it’s going to force us to change the way we think about not only buying products but how they’re made.





Autodesk’s Carl and Jeff are both gripped by the scale of change that 3D printing will bring about in the world of manufacturing. ‘Once we got out of the craft stage during the industrial revolution, ordinary people had a lot less involvement in design,’ Jeff tells us. Just as digital technology allows anyone to make music or edit video, now we can design and create products. ‘It’s the undoing of the industrial revolution. It literally gives them the tools to design things they would previously have had to buy.’ Carl also describes the impact of 3D printing in terms of ‘reversing the industrial revolution’:




What I think’s going on here with digital manufacturing is that we’re fundamentally rewriting the economic laws of the industrial revolution. That was where we needed mass production. You needed to be able to produce things in high volume to get high quality and low cost. The fundamental economics are changing. I can now produce things in small quantities at really high qualities and reasonable price – so that changes the equation of making stuff.





As with any new technology, it’s bound to have both positive and negative impacts. A shift away from the economics of mass production would be welcome by those worried about our use and abuse of the environment and its resources. At the same time, people are worried about the possible effects on jobs under this new, more efficient manufacturing paradigm. The US Congress is concerned about the open-source production of firearms using 3D printing. In a world where manufacturing power shifts to people’s living rooms, others worry about protection of intellectual property and copyright enforcement. Jeff is philosophical about these anxieties: areas of genuine concern like these are inevitable as society adapts to a new technology.


‘Our tools have changed the way we think,’ he says. ‘In fact, in many ways we literally see the world through our tools, because often it’s the arrival of a new tool that opens our minds to new possibilities that we would never have imagined before.’ As the developer of software used by designers, architects, engineers and amateur 3D makers, Autodesk is essentially a toolmaker. ‘Everything needs to be designed,’ Jeff tells us. ‘And therefore everything needs a tool for design. That creates an opportunity and a responsibility to do that in a lasting way for the benefit of a broader number of people.’ He shrugs his shoulders, as though it’s obvious. ‘That’s why I come to work.’


Speaking to people in and around Silicon Valley, you get the impression that everyone feels a sense that they are part of shaping the future. And with such a history of producing successful, world-changing companies, it’s hardly surprising that many other cities and countries have tried to foster a Silicon Valley of their own. Scotland has Silicon Glen and Cambridge has Silicon Fen, while London has the quintessentially British Silicon Roundabout. Africa is home to Silicon Lagoon in Lagos, Nigeria, as well as Silicon Savannah near Nairobi, Kenya. One of the largest tech clusters outside of Silicon Valley is Bangalore, known by locals as the Silicon Valley of India. It’s the centre of an IT services and outsourcing industry that’s worth over $100 billion to the Indian economy each year, and like Silicon Valley it grew up around a small number of IT giants – in this case Infosys, HCL and Wipro. Helsinki is home to Silicon Suomi – the Finnish word for Finland, where a vibrant cluster of wireless businesses has grown up around the mobile giant Nokia. Interestingly, in December 2012 a BBC report suggested that Nokia’s steady decline was stimulating a strong start-up culture in Finland: ‘Now that Nokia is doing worse the ecosystem around it is developing,’ one interviewee remarked. It brings to mind the image of a reef, established around some long-since washed away volcano; the ring of coral which surrounded it teems with a huge variety of colourful life forms.


COTTONOPOLIS


The energy emanating from Silicon Valley shapes our lives today – but the pattern is not new. In a different time and in a different place Cottonopolis was the ‘phenomenon of the age’. Two hundred years ago, Cottonopolis was the popular name given to the English city of Manchester, which became the centre of the cotton trade – the booming global industry of the time. People knew then that something special was happening there. Visitors came from all over to see and understand it. Countries around the world, from the USA to Germany to India, attempted to replicate the model. Leon Faucher, a French economist who travelled to Manchester in the 1840s, was astonished at the prolific capacity for innovation that suddenly came up out of that one location: ‘… the effect of which has been to revolutionise the whole of British society and to influence, in a marked degree, the progress of civilisation in every quarter of the globe.’


That’s the reason it’s worth us stopping to visit Cottonopolis. Like Silicon Valley, the spark that brought technologies and businesses into being there changed how millions of people worked and lived. But Cottonopolis conjures up a very different atmosphere. Unlike the sunny orchards out of which Silicon Valley grew, Manchester in the north west of England is surrounded by the rainy Pennine hills. The rushing rivers and streams were ideal for driving the water wheels used by spinners in hundreds of villages around Lancashire to spin cotton yarn. And until the 1760s all yarn spun anywhere in the world was spun by hand.


At that time, British spinners couldn’t compete with the fine muslins that came from India. The yarn they produced was coarse and not strong enough for weaving into pure cotton textiles, so it was destined to make fustian, the rough cotton-linen mix worn by working men and labourers. The country produced only three million pounds of cotton thread a year – an insignificant quantity in comparison to Bengal’s 85 million. Then ‘in a short period of feverish invention’5 the cotton industry was revolutionised – and eventually all industry was revolutionised. The sheer speed at which it took off is evident in the numbers. In the 1780s, the nation’s cotton exports were worth just £350,000; just twenty years later that figure had risen to £5.4 million, and in another twenty years it had increased fivefold again. The industry came to represent 8 per cent of GDP and 16 per cent of jobs. As a cotton manufacturer at the time, William Radcliffe said ‘cotton, cotton, cotton was become the most universal material for employment.’ Manchester was the epicentre of that activity, and the population of the city almost doubled between the 1780s and the time of the first census in 1801, from less than 40,000 to 70,000 – and by the 1830s it had more than doubled again.


If Manchester was at the centre of cotton, Richard Arkwright was at the centre of Manchester. He was the Bill Gates of his era, developing the intellectual property that would underpin an industry. The popular commentator of the time, Thomas Carlyle, called him a ‘historical phenomenon’. His early career gave little sign of what was to come: he began as a travelling wigmaker, turned innkeeper, and only later switched his attention to cotton. Arkwright’s business empire was built on a combination of manufacturing and licensing his patented technologies to others. The most important of those patents was the water frame. It took several years, significant investment and lots of trial and error to arrive at. Arkwright was not an inventor himself: his brand of originality was in pulling together the right elements to make the many moving parts work together. The ingenuity of the water frame was to take the mechanical rolling processes developed for other industries, such as metal and glass production, and adapt them to cotton. The speed of the rollers, the spacing between them, the arrangement of the gears, the materials from which to make them, the pressure they exerted in order to spin fine high-quality thread were all engineering problems waiting to be solved. And Arkwright brought together the people with the right skills to find solutions.


He made an extraordinary imaginative leap: he employed watchmakers to develop the gears. The watch industry had grown out of Galileo’s discoveries in astronomy. Centuries before, marine navigation had been transformed by ships’ clocks, which could keep time with great accuracy for years. Arkwright’s inspiration was to bring the technology and skills from the shipping industry to use in devising precision parts which would revolutionise the production of cotton. His team took five years to develop the finely tuned gears and precision parts for the water frame, which he patented in 1769. Over time, hundreds of local watchmakers became a source of highly skilled labour for the cotton industry. And by 1785 around 30,000 people were employed on machines that ran on Arkwright patents.


But just as Bill Gates faced resentment over Microsoft’s grip on the growing personal computer industry, so Arkwright’s stranglehold over the booming cotton trade made him the subject of antipathy. In 1785, a group of Lincolnshire cotton manufacturers took him to court to challenge his patent for the water frame. It was a celebrated case, going on late into the night – and Arkwright eventually lost. His power had made him a particular target and there was evident glee among his competitors when they wounded him. But he was already hugely wealthy and ultimately the verdict did not overturn his business success. Though it was high profile, it was not really such an unusual occurrence. A continuous stream of innovations leading to new patent registrations, accompanied by continuous and expensive IP battles, was a common feature of the emerging technology-led businesses of that time – as it is in ours.


The water frame was by no means the only, or even the most important, innovation of the time. Just five years before in 1764, a Lancashire weaver, James Hargreaves, had invented the spinning jenny. Before that, the economics of spinning had been based on one pair of hands operating one spindle. Hargreaves’s invention allowed twelve spindles to be worked at the same time, still by one pair of hands. It instantly improved productivity so, even in the cottage industry of the villages, it had quick take-up. By 1788 there were 20,000 in use in Britain. And with continual incremental improvement on the original design, the numbers of spindles that could be worked simultaneously kept rising and rising – from twelve up to twenty-four and, by the 1780s, up to 100.


In 1779 Samuel Crompton succeeded in putting together the two inventions of the spinning jenny and the water frame. He had learnt to spin as a boy in the Lancashire villages and grew up determined to improve how it was done. Crompton’s spinning mule combined the merits of both of its predecessors. It had taken him ten years to do it and, with a local farmer providing the finance, it was a homespun version of the modern R&D process, but he achieved something remarkable. For the first time ever, cotton textiles could be manufactured finer and stronger at the same time, and at a fraction of the cost. Like Hargreaves though, Crompton was a weaver, not a businessman. He failed in his efforts to patent or commercialise his invention and died penniless in the 1820s. But it was his work that established the basis for the country to compete with India’s finest muslins.


The spinning jenny, then the water frame and then the spinning mule: each of them was a breakthrough piece of equipment and moved the industry on. Soon, every aspect of the spinning process, and eventually weaving, became mechanised. Yet, for all their ingenuity, they were all just pieces of kit. What made Manchester Manchester was the cotton mill. Arkwright built the first one. The world had never seen anything like it. Powered by steam, five storeys high, 60 metres long, it worked through the day and night. As when he had developed his water frame, the revolution Arkwright led was about the orchestration of the many moving parts: the organisation of the machines involved, how they worked together, the flow of the materials through them and the management of the power required to drive that level of production. Arkwright had invented not just the next advance in equipment, but the entire factory system. As firms like Hewlett Packard would do later in Silicon Valley, it acted as a catalyst to others. By 1800 there were thirty-two cotton mills in the city; and by 1816, eighty-six. These were big businesses, the largest employing 1,500 people on site. Their tall chimneys shot up like skyscrapers and gave Manchester its distinctive silhouette.


The mills were powered by the ‘all-purpose steam engine’, the invention of James Watt. Trained as a tool maker in Scotland, he set off to make his mark on the world. One of the workers in his father’s business recognised the young man’s talents with the prophetic words, ‘Jamie has got a future at his fingers’ ends.’ Back at the start of the eighteenth century, the early steam engines had been developed by engineers to solve a pressing problem – which is familiar in the mining industry even today – that vital sources of fuel were proving ever harder to access. Drilling deeper to reach the next seams of coal would require pumping out the water that collected in the bottom of the mines. While repairing a Newcomen steam engine, which was typically used to do that job, Watt saw what others hadn’t: the enormous waste of energy caused by having just one condenser to provide both the heat and the cooling in the process. By introducing a separate condenser, Watt transformed the efficiency of steam engines – and so the mining industry. It also removed the need for a mill to be located near a water source, and so made it possible for Arkwright to build that first Manchester mill.


Watt was certainly an extraordinary engineering talent but he was lucky too in his business partner, Matthew Boulton. Boulton, who already ran a sizeable business employing 600 skilled men on a site powered by a water wheel, immediately saw the potential of Watt’s design. He put together plans to invest in a manufacturing plant to take the engine to market. Initially cautious, Watt wanted to hang on to control of his hard-won new patent for the all-purpose steam engine and offered Boulton a licence to produce it in just three English counties. Boulton rejected the suggestion, and his response to it gives a feel for the man and captures the spirit of the time: ‘It would not be worth my while to make it for three counties only, but I find it very worthwhile to make it for all the world.’6


The two men came to an understanding, and together applied for an extension to the terms and length of the patent. That secured, James Watt and Matthew Boulton became a long-lasting partnership, in the vein of Steve Jobs and Steve Wozniak. Like Wozniak, Watt didn’t have much interest in running the business, and was later to write of himself, ‘What I can promise to perform is to make an accurate survey & a faithful report of anything in the engineer way … [but] I can on no account have anything to do with workmen, cash, or workmen’s accts.’ Meanwhile, Boulton was clear from the outset, ‘I do not intend turning engineer’: he saw building the business as his province. It was a dynamic combination and the business took off.


Boulton spotted the opportunity in the textile industry. At the start of the 1780s, he observed that people had become ‘steam mill mad’ and in his estimation ‘the most likely line for our engines is the application of them to mills which is certainly an extensive field.’ Originally, Watt’s engine had been designed for the Cornish tin and copper mines but that market was getting saturated. Boulton was proved right. By 1795, they had built 150 engines, most of them to drive the cotton mills. Manchester knew what it owed to this man and a statue honouring his memory stands in Piccadilly Gardens, in the centre of the city, today. Watt’s design is commonly acknowledged as the most important of all the innovations of the era because it was, as its name suggested, ‘all purpose’: it had so many applications. His was the technology which enabled the transformation of every other industry: it turned out that Jamie Watt did indeed have the future at his fingertips.


With large-scale mills came large-scale warehousing. By the start of the nineteenth century, there were over 1,100 warehouses in Manchester and the number climbed from there as production ramped up. Workers employed directly by the mills were almost matched by the numbers of warehouse men, clerks and porters who earned their living supporting commercial transactions in the city.


On market days, every Tuesday and Friday, 11,000 merchants travelled in from 280 textile towns and villages of Lancashire to do business at the Manchester Exchange. First established in 1792, it became the clearing-house for 80 per cent of the global trade in finished cotton – and by the end of the nineteenth century it was the largest trading room in the world. All this commercial activity required servicing. Financiers came into the city to provide capital and, as trade grew, accountancy and law firms grew up to advise the businessmen.


Whole new industries sprang up in support of cotton. In the days when spinning was a cottage industry, sour milk had been used in bleaching; cow dung had served to help fix dyes. As cotton boomed, bleaching became a bottleneck for the manufacturers. So demand spurred work in the new branches of chemistry and, as soda, chlorine, alum and other newly discovered chemicals turned out to offer new bleaching solutions, businesses emerged to mass-produce them – and that was the start of the modern chemical industry. Textile manufacture transformed the paper industry as well, as soft bleached cotton rags, a waste product from the mills, created a great, new source of raw material for paper manufacturing. And soon Manchester became a centre for paper production, from the strongest paper needed for packaging to the finest for letter writing, and from bankers’ bills to newspapers.


Cottonopolis was a city full of people passionate about technology – the geeks of their day. The mills, and the machines in them, spun and whirred because of the ingenuity of toolmakers. Countless specialised businesses materialised, skilled in the production of rules, scales, lathes, planes, drills, bores and other precision instruments which got the factories up and running and kept them going. The city’s workshops were inventing tools to make tools, and designing machines that made parts for other machines.


And the products themselves were part of the revolution they wrought. For people who could never have aspired to buying imported muslins, cotton brought colour and lightness to everyday clothes. Ordinary girls wore colour prints for the first time. The world looked a brighter place. In her book about the period, The Lunar Men, Jenny Uglow writes, ‘I now marvel at the way the history of technology underpins the simplest things in our lives – the coins in our pocket, the plate on the breakfast table, the newspaper beside it.’ These were all products of the businesses in Manchester and the Midlands at that time – along with cutlery, carpets, glass and clocks, soap, matches and other consumer goods snapped up by the new ‘middling classes’. Ubiquitous and ordinary to most of us today, they were transformative to the lifestyles of millions of people then. Everyone wanted these products, as today we want what’s designed in California, and owning them gave people a new and modern lifestyle.


A complex ecosystem built up in and around Manchester, in a pattern that can be seen in Silicon Valley today. The great mills and warehouses stood out in the landscape, while in between and all around them clusters of smaller businesses grew up to supply and service them. One innovation acted as a catalyst to the next; the emergence of one business opened up the opportunity for the next new one to appear. The place acted as a magnet for talent and became home to a highly skilled workforce. Big businesses invested continuously in research and development and grew on the back of the intellectual property they generated. These elements came together to make up the fabric of the economy, locally and even nationally – producing products the world didn’t know it needed but which, once they existed, quickly found a global market. In Cottonopolis, as in Silicon Valley, invention built upon invention, business upon business, and industry upon industry. And so the industrial revolution was born, and the modern world began to take shape.


A SENSE OF PURPOSE


At 367 Addison Ave stands a double-storey redbrick Californian bungalow. It has a low-pitched roof with deep overhanging eaves and a spacious porch. To the side, set back a little, is a simple wooden garage – much like many other garages in the neighbourhood, except that this one is on the US National Register of Historic Places. It is, of course, the birthplace of Hewlett Packard. It has become the stuff of business legend: two guys in a Palo Alto garage who start a global tech company with nothing more than a few hundred dollars and some electronics parts. Founded in 1939, the company’s success played a central role in establishing Silicon Valley. As we saw with the rise of the first mills in industrial Manchester, an entire ecosystem grew up around the company: a cadre of talented tech professionals, engineering suppliers, electronics manufacturers, financial services companies, specialist attorneys and eventually the venture capital firms – all of which created fertile ground for new start-ups. Large businesses create an environment for broader economic activity. Bill Miller, the former provost of Stanford University, likes to call Silicon Valley a ‘habitat’ because it is not just about the genius of individual entrepreneurs, but about a complex system of interdependency between the big companies and many small players.


In the Valley, you can see too how some of today’s giants grew up out of the clusters which formed around the earlier generation of big beasts. For example, whilst Steve Jobs was finding himself on a fruit farm, Steve Wozniak was finding his inspiration at Hewlett-Packard. By the 1980s, HP had become a large company and an anchor for a growing constellation of smaller businesses. Wozniak was working there, and to this day talks passionately about the company. On an unusually warm English summer’s evening, Wozniak gave a talk as part of Oxford University’s series called ‘Silicon Valley Comes To Oxford’,7 and describes his response in 1974 when he was offered a job by another firm:




I said no: I work for Hewlett-Packard. Hewlett-Packard is an engineering company. They make products that engineers use: oscilloscopes, calculators, test equipment, signal generators, power supplies. This is an engineer’s company, started by engineers, full of engineers throughout the entire org chart. Ideas for new products can come from the lowest levels of the org chart on up. The engineers working on products can also direct where the company’s next products will go. It’s not a top-down-run company… I love that company. I believed engineers were the best people in the world. When I did a calculation for an engineering solution, the answer was right or it was wrong. It was testable. It was truth in its purest form. And the engineers always had to live with things that could be proven or disproven, they had to be true or false, and I just believed that these were the most special perfect people in the world and I wanted to be among them forever. I made up my mind to be an engineer for the rest of my life. Never to move up the org chart in a company. And Hewlett-Packard was the place for me.





Nostalgia isn’t an emotion you associate with Silicon Valley, but people often talk about Hewlett Packard with a kind of wistful affection. In its heyday, the company was admired for its culture of innovation and progressive management practices. Dissent was actively encouraged, and a ‘Medal of Defiance’ was awarded annually ‘in recognition of extraordinary contempt and defiance beyond the normal call of engineering duty’. The labs were left unlocked at night so that engineers could work on pet projects in their own time, using company equipment – and it was in one of these labs that Steve Wozniak designed the first Apple computer. Hewlett Packard also played a formative role in the life of Steve Jobs: when he was only thirteen years old, Jobs decided to build a frequency counter for a school project, and needed parts. This was a time when you could still find the home phone number of the boss of a major corporation in the local phone directory, and so the young eighth-grader decided to call Bill Hewlett and ask for some electronics components. Hewlett said yes, and Jobs later landed a summer job with the company.


David Packard gave a speech in 1960, shortly before his death, thinking about the future of the company he founded, by then nearly a quarter of a century old:




I want to discuss why a company exists in the first place. In other words, why are we here? I think many people assume, wrongly, that a company exists simply to make money. While this is an important result of a company’s existence, we have to go deeper and find the real reasons for our being. As we investigate this, we inevitably come to the conclusion that a group of people get together and exist as an institution that we call a company so they are able to accomplish something collectively which they could not accomplish separately. They are able to do something worthwhile – they make a contribution to society (a phrase which sounds trite but is fundamental).





This may sound like the unworldly musings of an old hippy, but it represents an ethos that has driven success in Silicon Valley for decades.


Craig Newman, founder of Craigslist, likes to tell interviewers that his motivations are nerd values: ‘First I need to earn an okay living, then change the world.’ Craig’s nerd credentials are beyond question: he describes himself in high-school wearing thick black taped-together glasses, with a plastic pocket protector and marginal social skills. Two computer science degrees later and, after a spell at IBM, Craig found himself working at a bank, and started Craigslist as a hobby. He didn’t set out to disrupt an entire industry, but Craigslist has diverted billions away from the newspaper business by providing an easy alternative to classified advertising. When asked about the secret of his success, Craig says you have to start with the right attitude: ‘First, run and persist running a site that’s a genuine community service, without specifically intending to get rich at it.’


Craig had planned to call his listing service ‘sf-events’, but friends persuaded him to call it Craigslist to emphasise the personal, un-corporate nature of the service. It’s a common pattern in the land of tech giants and billion-dollar valuations: as we saw with Apple’s early brand campaigns, many of the Valley’s most successful companies have consciously positioned themselves as distinctly anti-corporate. It’s as though they’re trying to emphasise that they have a sense of purpose in the world, that the purpose of the business is not profit.


For a place that’s so forward-looking, Silicon Valley is full of echoes of the past. And for a place so young, there are already many stages in its evolution. In Mountain View lie a pair of unremarkable college-campus style buildings that were once home to Netscape, the company that introduced the world to the web browser. It was Netscape’s phenomenally successful Initial Public Offering in 1995 – when the company was just sixteen months old – that sparked the dotcom boom. Within eight years the company would be history, unable to compete with the rise of Microsoft’s Internet Explorer. Along the swampy shore at the bottom of San Francisco Bay is a vast campus of 100,000 square metres that housed Sun Microsystems, which once outstripped IBM and HP in its sales of workstations and powerful servers, and which invented the Java programming language. For two decades Sun was a giant of Silicon Valley, but its business faded as competitors gained ground, and in 2010 it became part of Oracle. The company’s expansive campus is now home to one of today’s Silicon Valley colossi: Facebook. A little further down the valley, on a great stretch of land by US freeway 101, was the estate of Silicon Graphics International, or SGI, famous for bringing the world the powerful graphics tools used to make movies such as Jurassic Park, Lord of the Rings and Titanic. Slowly SGI was outpaced by lower-cost technology, and another powerhouse passed into history.


Today, SGI’s old campus is the realm of Google, refashioned as a kind of corporate playground called the Googleplex. It’s a painstakingly un-office environment: parasols, lava lamps, pool tables, inflatable furniture and liberal splurges of the insignia green, blue, red and yellow. But behind the infantilisation of the workplace is a business that has done much to shape the world we live in. Google’s Android operating system has fuelled the global growth of smartphones: today, three-quarters of all new smartphones run Android. Gmail is the world’s most widely used web-based email service, and many of us would be lost without Google Maps.


And of course the company is synonymous with its founding product: search. It’s worth remembering that back when the web was a primordial swamp of links, finding information was very hit-and-miss. In 1994, a couple of Stanford students, David Filo and Jerry Yang, founded a multi-billion-dollar business when they started building a web directory called Yahoo!. However, digging through a list of lists was still a laborious way of finding your way around the web, and there were no really effective search tools. Better navigation was needed if the internet was really going to take off. In 1998 another couple of Stanford graduates, Sergey Brin and Larry Page, launched a search engine based on a breakthrough idea – and like all truly breakthrough ideas, it seems obvious in hindsight: a web page is likely to be more relevant to a particular search if lots of other relevant web pages link to it. They wrote an algorithm that ranked pages on this basis, and so Google was born.


Google is now the world’s most visited website. The site’s appearance has remained almost unchanged since its launch, but behind the familiar front-end is a perpetual cycle of incremental improvement. Since those early days, the company’s engineers have reportedly spent more than 1,000 ‘person-years’ perfecting this algorithm. There is constant tweaking going on: in 2011, Google launched 520 improvements and ran over 58,000 experiments – many of them in real time, on live searches. Although you may not realise it, each time you do a Google search, you are probably a ‘lab rat’ for their engineers. Hundreds of different criteria define each set of results. Google keeps many of these secret, but some will reflect individual interests: Google collects data on people’s search histories, web use and location, and these all feed into the calculation. According to Google, it’s estimated that more calculations go into a single set of search results than it took to put man on the moon.


All of this activity is given meaning in Google’s clear statement of purpose: to organise the world’s information and make  it universally accessible and useful – and becoming a listed company wouldn’t alter this. As CEO Eric Schmidt told Time magazine, ‘The company isn’t run for the long-term value of our shareholders but for the long-term value of our end users.’ When, in 2004, Google made its IPO, hundreds of employees became instant paper millionaires. It was an unconventional IPO, done through an auction to make it easy for the public to participate. It was also an unconventional prospectus, containing the following proclamation:
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