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will come to its senses soon.



If we are concerned about our great appetite for materials, it is plausible to seek to
increase the supply, to decrease waste, to make better use of the stocks that are
available, and to develop substitutes. But what of the appetite itself? Surely this is the
ultimate source of the problem. If it continues its geometric course, will it not one day
have to be restrained? Yet in the literature of the resource problem this is the forbidden
question. Over it hangs a nearly total silence. It is as though, in the discussion of the
chance for avoiding automobile accidents, we agree not to make any mention of
speed!

—John Kenneth Galbraith, 1958
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Introduction

Since the middle of the twentieth century, the scale of the human
enterprise has rapidly escalated, and with it the exploitation of the natural
world as a source of raw materials and a sink for the disposal of waste.
Though the roots of this explosion lie in the history of the last five
hundred years at least (in the rise of capitalism, European colonialism,
Enlightenment science, and the Industrial Revolution), the associated
disruption of the global biosphere has become evident only over the last
half century.

This book is about the story of this growth, its astonishing acceleration
since World War II, and its equally astonishing impact on the natural
world. Above all, it’s about the way the notion of ever-expanding
economic growth has gained virtually ubiquitous popularity, both with
policymakers and in public discourse, while the idea put forward by
physical scientists—that we live on a finite planet that cannot sustain
infinite economic expansion—has been treated as an opinion of the lunatic
“doom-saying” fringe. Even as concepts such as sustainability and “going
green” have, in recent times, paid lip service to the need to act, the
commitment to growth without end has not wavered.

From the 1960s on, a succession of books pointed to the perils of
pollution, untrammeled population growth, and ignoring ecology in the
economic calculus. The Limits to Growth! was written by MIT researchers
in 1972 and commissioned by the Club of Rome, an international think
tank promoting “identification and analysis of the crucial problems facing
humanity and the communication of such problems to the most important
public and private decision makers as well as to the general public.” The
Limits authors, with expertise across many disciplines, including
biophysics, system dynamics, and management, found that unmodified
economic growth was likely to collide with the realities of a finite planet



within a century. They saw grave problems emerging from five major
tendencies: accelerating industrialization, rapid population growth,
extensive malnutrition, the depletion of nonrenewable resources, and
environmental decline.” Their modeling of these trends showed that, if we
continued along the same growth trajectory, we would be likely to
precipitate ecological and social collapse in the second half of the twenty-
first century.

I happened upon Limits in the year it was published. Its logic was
persuasive to me from the outset, and I expected its message to have a
significant impact on the subsequent conduct of human affairs. But as the
years rolled by, it seemed there was little effect—and then, even less. True,
scientists continued to voice alarm, while the evidence began to mount
that life on earth was experiencing a sixth extinction pulse and that the
planet was warming. United Nations conferences proliferated, drawing
attention to a plethora of environmental problems at every imaginable
scale and attempting various treaties, protocols, and programs to address
them. But outside the scientific community, in governments,
bureaucracies, and public debate, an intensifying promotion of economic
growth rendered it ever more securely entrenched as the natural objective
of collective human effort. Growth became the “commonsense” solution to
virtually all social problems—including, paradoxically, the environmental
degradation it was causing. This quickening intent was not confined to the
developed world but was increasingly emulated by almost all types of
state, including communist China.

It was this contradiction between the warnings of scientists and the
popularity of growth economics, witnessed over the course of my adult
life, that triggered the curiosity that led to this book. How could the advice
of the scientific establishment, venerated to a fault during my early life,
have been so comprehensively ignored and emphatically discarded a
decade or two later by governments and policymakers worldwide? What
were the decisive influences that neutralized that counsel of caution? How
was such a compelling alert from a hitherto trusted source discounted so



successfully? How did the opposite view, that growth was the most
essential purpose of human societies, become the accepted wisdom? How
had economists eclipsed scientists as preeminent authorities and
indispensable voices in the policy sphere?

In the second decade of the twenty-first century, economic growth remains
the guiding principle for human endeavor, impeded only by the internal
busts endemic to the capitalist system itself and the cascades of
environmental degradation that are common in growing economies. The
ship of growth sails on virtually unchallenged, as if its consequences had
nothing at all to do with it. From international bodies such as the
International Monetary Fund to most governments and their oppositions
throughout the world, growth is more than ever the prize, the goal, the
indispensable foundation, mentioned endlessly in speeches, reports, and
press releases. As the idea has continued to flourish, its risks have come to
seem less serious, despite the mounting evidence of its dysfunctional
outcomes—accelerating species destruction, climate destabilization, toxic
pollution of rivers and groundwater, and the depletion of many of the key
resources on which the economic edifice depends. In Frederick Buell’s
words, what was once entertained as a looming apocalypse has been

normalized as a “way of life.”>

The unprecedented economic expansion of the past century and a half
coincided with the emergence of modern corporations. These consolidated
corporate entities, dependent on a stream of always increasing profits and
invested in the continuation of economic growth, were assembled around
1900 in the United States. They went on to band together in various trade
lobbies and business organizations designed to influence democratic
processes and, later, to propagate an ideology of growth as a universal
panacea—even as the solution to the social and environmental problems
that followed in the wake of their expansion.

One central aim of the new business organizations of the late nineteenth
century and early twentieth century was the limitation of regulation,
regarded as an unacceptable brake on growth and profits, whether intended



to make the workplace safe or to protect the environment. Neoliberal
economics, which has come to dominate political institutions since the
1970s, has been embraced and promoted by the corporations. It shifted the
right to make many decisions about the material world away from people
and their elected representatives and reassigned this role to unelected
bodies such as the World Trade Organization, while suggesting it was
merely tapping into the “magic of the market.” It also discarded planning
and regulation as inefficient, pass€ remnants of “socialism”—a term often
used to describe all forms of social democratic government. The neoliberal
“revolution” in public policy set up crucial roadblocks in the path of
regulatory strategies and shifted the ideological emphasis from
assumptions of pursuit of the common good by a welfare-oriented state to
the liberation of the “free market” from state “interference,” and the ability
of business to dictate government policy. This shift disabled existing
democratic methods of addressing environmental questions.

Growth also came to be the preferred solution to global inequality after
World War 11, initially as “development,” later as “globalization.” In both
variants, economic growth along first world lines was advanced as the
commonsense solution to the problems of the postcolonial third world and
the guarantee that “millions will be lifted out of poverty,” a claim that is
frequently made but misleading.

As environmental damage became increasingly apparent and threatened
to slow the growth of many industries, scientists who exposed ecological
problems found themselves under attack from business organizations and
the panoply of think tanks championing the business agenda. Corporations
funded attempts to deny the problems, neutralize the science, and delay
action.

Powerful propaganda techniques evolved through the twentieth century
and were increasingly applied, both to the selling of proliferating
consumer goods and to the task of selling private enterprise itself.
Economic growth was thus naturalized as the bedrock of prosperity, and
prosperity in turn as the meaning of life. From the 1970s, the think tanks



amplified this ideological project. Leading corporations funded their
expansion, creating a parallel academic universe dedicated to the
dissemination of business values and business interests. Scientists and the
science they pursued, always struggling for limited funds, had no
comparable means of communicating with the public—a situation that has
facilitated the denial of numerous health and environmental dangers, from
tobacco and thalidomide to DDT and acid rain. In the past decade, scholars
have begun to analyze the denial of global warming and the more general
attempt to dispute and undermine evidence of environmental decline.
These practices have been described as “the cultural production of

4

ignorance,”” in which fake experts, assisted by the mainstream press’s

fixation on “balance,” bamboozle the public with spurious doubts.

The book is in four parts, each in roughly chronological order and
covering a similar period of history, but with a different focus. Part I sets
the stage with an account of the history and science of growth, a history of
the dawning awareness of environmental decline, and the emergence of a
“limits” literature and debate. Part II returns to the beginning of the
twentieth century to explore the pursuit of growth through the construction
of consumerism, the neoliberal transformation of policy debate from the
1970s, and the impact of first world growth prescriptions on the rest of the
world since World War II. Part III returns again to the early twentieth
century to examine the emergence of the large corporation, the propaganda
apparatus built over the century, and the consolidation of the idea of
economic growth as the overarching goal of human endeavor, especially
after World War II. Part IV measures the Limits diagnosis against the
actual situation forty years later and summarizes my conclusions.

Sources

I have used extensive secondary sources across several disciplines, the
chief of which are economics, geography, history, politics, and sociology,



though I also touch on the natural sciences, rhetoric, and system dynamics.

I also analyze numerous crucial primary texts written by economists,
scientists, other scholars, and public relations advocates, including the
work emanating from think tanks, UN agencies, international bodies such
as the World Trade Organization, national governments, and
nongovernmental organizations; and numerous articles by journalists.

Throughout my research period, I monitored the elite, business, and
scientific press of the United States, Australia, Germany, France, and the
UK on a regular basis and also reviewed the press of India and China. In
this I was assisted by online subscriptions to several premier newspapers
and numerous invaluable news digests. I also subscribed to daily and
weekly political and environmental journals from the same countries and a
number of digests on these subjects. The international scope of this
reading provided me with a window onto the major public debates (in key
world centers) that have touched on growth, environmental problems,
economic beliefs, and the solutions debated in the public sphere.

Key Terms and Emphasis

The work frequently requires me to refer to various nations and to
distinguish between the European powers and the countries they colonized
over the last five hundred years and more. There are numerous modes for
expressing this division: first world and third world (and second world,
when the Communist bloc still persisted); industrialized and
nonindustrialized; global north and global south; developed and
underdeveloped world; developed and developing world; developed,
emerging, and less developed world. Immanuel Wallerstein, who theorized
the modern world-system, used the terms center, semi-periphery, and
periphery.”’ There are no doubt others. I use many of these terms, more or
less interchangeably, but prefer first and third world in most contexts; old



habits die hard and, to me as an Australian, being part of the “north”
makes little sense.

The scope of the book 1s global, and it has been necessary to select and
emphasize particular crucial players and nations. My examination of first
world countries has focused mainly on the United States and, to some
extent, Australia. The focus on Australia results from my being an
Australian who has lived through the recent history in question. I also had
considerable exposure to the US press through the period of the research;
however, the overwhelming reason for the American focus is the
preeminent role of the United States in the global economy from early in
the twentieth century. Industry Magazine celebrated this role in 1921:
“among the nations of the earth today America stands for one idea:
Business.”® In line with this reality, Americans also played a leading role
in the development of the modern national and transnational corporation,
the PR industry, the worldwide selling of “free enterprise,” and the
proliferation of neoliberal think tanks during the years since 1970. My
discussion of capitalism in the twentieth century i1s often centered on the
US version, which produced large integrated national corporations and
dominated the spread of transnational business. Transnational corporations
headquartered in Europe, Japan, and other OECD countries gradually
proliferated after World War II, however, and significant numbers of
Chinese corporations now feature in the Fortune Global 500.”

For development issues, I have focused largely on China and India,
countries that have been regarded as “emerging” or “semiperipheral” in
recent decades. They illustrate well the ambiguous benefit of a “growth for
prosperity” approach—the air in Beijing, for example, is frequently
dangerous to breathe, while Chinese rivers are grossly contaminated and
traffic jams last for days or, in one case, well over a week.

I use the term “mainstream economics” to refer to the neoclassical
stream of economics, of which neoliberalism became the dominant version
beginning in the late 1970s. When I refer to mainstream economists, I



allude to this class of economists rather than to those with dissenting
views, whether ecological economists or economic historians. Although
not strictly mainstream, most Marxists and Keynesians share mainstream
growth assumptions.

Gross domestic product also requires a brief explanation. As set out in
box 9.4, GDP is not a reliable measure of human well-being and cannot be
used as a proxy for it. Neither does it include economic activities, such as
housework and subsistence farming, that are conducted outside
commodity exchange. At the same time, GDP has several benefits as a
metric. It is the available statistic in almost all accounts of economic
processes and is a reasonable approximation of the market economy’s rate
of extraction and depletion; in this respect, it measures gross economic
growth without reference to welfare or rationality. I have thus used GDP
when discussing the growth in the market economy. It is important to be
aware of the usefulness as well as the limitations of the data associated
with it.

Dollar values are always expressed in US dollars unless otherwise
specified. I have used tons, tonnes, acres, and hectares, depending on the
original source.

In the Australian political landscape, governments are usually formed
by either the Australian Labor Party (ALP), analogous to the Democrats,
or the Coalition, which is an alliance between the Liberals (analogous to
the Republican party) and the Nationals (formerly the Country Party and
based in rural areas). Conservative governments are described as Coalition
governments to reflect this reality. The Australian Greens have participated
in some State governments; federally, they exert most influence in the
Senate where proportional representation gives them a significant minority
bloc and sometimes the balance of power.

I reflect on the problems of poverty in several chapters. Since the World
Bank is virtually the only institution generating relevant data, I use its
various metrics; the bank’s research has, however, been criticized for its



bias toward free market economics.® For the bank, the “extreme poor” live
on less than $1 a day (which was adjusted to $1.25 in 2005 dollars); the
“poor” live on less than $2 a day (not adjusted); and the “non-middle-class
poor,” those without scope for discretionary expenditure, live on less than
about $12 a day (or $4,000 a year). All these measures are adjusted for
local purchasing power.

Another linguistic choice that may require explanation or defense is that
between “skeptic” and “denier” in relation to the vocal dissent regarding
the reality of anthropogenic global warming. I subscribe to journalist Chris
Mooney’s view, mentioned in his address to the Canberra Press Club. He
noted that skepticism implies good critical thinking and that the word
should not be applied in its absence. He regards the body of climate
knowledge that has been investigated and “picked over” numerous times
by countless scientists as the best available and unlikely to be overturned.
He sees no reason to reject the use of the term “denier” for people who are
not qualified in the specific field or who are in alliance with vested

interests.’

My own assumptions include an intuitive belief in the intrinsic value of
the natural world, a science-based belief in the physical grounding of all
human economic activities in that same natural world, and a realist attitude
toward the laws of physics and chemistry.!? T also embrace an inclusive
democratic paradigm that is suspicious of the buying of influence,
representation, and speech, as well as a conviction that any global account
of the world must include all seven billion people and explore the
relationships between rich and poor.

It is now 2013, more than forty years since The Limits to Growth was
published. It soon became obvious, as I studied these years and their
prologue, that growth was anchored in the profligate burning of fossil
fuels and that, unlike the ozone-destroying chlorofluorocarbons, which
were more or less easily replaced with substitutes, the fuels that underpin
the entire economy are likely to be far more recalcitrant. Not only are



many of the most powerful corporations in the world bound up with the
extraction and distribution of fossil fuels but virtually the entire productive
apparatus depends on them—and this includes agriculture. In addition,
first world people and emerging middle classes everywhere have become
increasingly habituated to more material objects and an ever-ascending
“standard of living.” It is difficult to separate us from these proxies for the
good life.

In Australia, polls now suggest a decline in willingness to make any
sacrifices at all in order to tackle global warming, even though the Gillard
Labor government’s carbon-pricing scheme was modest and people with
lower incomes were well compensated. By September 2013, Australians
had elected a conservative Coalition government led by Tony Abbott,
which pledged to abolish what it calls “the carbon tax,” claiming that this
would lower electricity prices. The new prime minister appealed to
people’s narrow self-interest and a skeptical view of climate change, and
won. Our reluctance to acknowledge the needs of the rest of the world or
to accept a fair share of the global costs of climate action is emblematic of
the influence that has been exerted through multiple channels to block or
delay real measures aimed at palliating the ever-increasing consequences
of rampant economic growth.

Over the course of the twentieth century, big business on the new US
model took charge of the new mass media and succeeded in advancing a
profit and expansion agenda while pretending to be merely providing a
service. Had the planet been a great deal larger, it might not have fallen to
the current generations to choose between recognition of the limits to this
project and surrender to terminal decline. As it is, the world expects to
support nearly 50 percent more people by 2100 than at present, and to do
this we are privatizing and corporatizing all economic endeavor. This
includes land, and it consigns families, communities, and other human
groupings to subsist through exchange in the marketplace. Good luck to
the next few generations; they will need it. I offer my apologies that,
though I have tried to limit my own contribution, I did not stop the rot.



Growth and Its Challengers

As the absolute load is increased the watermark will reach the Plimsoll line even in a
boat whose load is optimally allocated. Optimally loaded boats will still sink under
too much weight, even if they sink optimally!

—Herman Daly, 1991

Economic Growth: Origins

The discovery of gold and silver in America, the extirpation, enslavement and
entombment in mines of the aboriginal population, the beginning of conquest and
looting of the East Indies, the turning of Africa into a warren for the commercial
hunting of black-skins, signalled the rosy dawn of the era of capitalist production.
These idyllic proceedings are the chief momenta of primitive accumulation.

—Karl Marx, 1848

Explosive economic growth is new in human history, and this chapter
looks at how 1t was unleashed in three distinct but related historical



developments, with Europe at their center.

First, there was the 500- to 600-year period of Europe’s colonial
expansion, which enabled Europeans to accumulate great wealth without
commensurate cost by appropriating land, resources, and the slave labor of
millions, and to solve numerous resource constraints by simply moving on
to new frontiers. Second, there were 250 years of coal-based
industrialization, which coincided with a massive development of
technological capacity (known as the Industrial Revolution), a great wave
of urbanization, and the triumph of capitalism as an economic system.
Third, and most recently, the past 130 years have yielded oil-based growth
—a unique period in the history of civilization and one that is unlikely to
be repeated when cheap oil runs low.

These changes involved a wholesale separation of human populations
from the land on which they grew their food and constituted a radical shift
in the relationship between people and the processes of the natural world.
Called metabolic rift by Karl Marx, it continues to develop rapidly today,
as the rural people of the third world move to newly industrializing cities.

Prelude: The “Age of Discovery”

Well before Columbus’s world-altering first voyage to the Americas,
sailors had begun to range into the eastern Atlantic; when Columbus set
sail, the uninhabited Azores and Madeiras were already in European
hands, and Spain had colonized all but one of the Canary Islands. By the
time Tenerife was conquered, in 1496, most of the Canaries’ indigenous
people, the Guanches, had been captured and enslaved, or eliminated by
European diseases. The occupation of the Atlantic islands during the
fifteenth century provided a foretaste of the patterns of expansion that
were to follow. A few rabbits taken ashore on Porto Santo, the smaller of
the two Madeiras, multiplied so fast they denuded the place within a few
decades, forcing humans to abandon the island, now stripped of their crops



as well as of the native flora and fauna. The larger island, Madeira, was
named for the “great trees” that covered “every foot” of it. Here the
settlers set fire to the forest in order to clear it; over seven years, the entire
island was burned. By the middle of the fifteenth century, sugarcane was
well established, and the next decades saw an immense explosion of sugar
production. By the early sixteenth century, sugar was supporting a
population of some 20,000 people, at least 2,000 of them slaves.!

Plantation colonies worked by slaves were replicated across the world,
accompanied by the destruction of vulnerable native populations, the
expropriation of their lands, crops, and natural wealth, and the progressive
transformation of native ecologies. Settler colonies were established in
more temperate regions, and these too supplanted existing peoples,
expropriated their resources, imported slave labor, and replaced forest,
woodland, and prairie with crops. Europe exported millions of its own to
these new colonies, easing domestic population pressures and importing
other people’s wealth back into its own metropolitan centers.

Until the so-called Age of Discovery, when the Spanish reached
America and the Portuguese rounded the Cape of Good Hope and arrived
in India, northwestern Europe had been a backwater of peripheral world
importance; before the late fifteenth century it was access to the
Mediterranean that gave Europeans global reach. Nonetheless,
northwestern Europeans had begun to transform their backwater; by 1300
they had spread out over western and central Europe, cleared the once
ubiquitous forest back to some 20 percent of its original cover, and created
widespread permanent fields for the first time. Trapping coincided with
this great forest clearance and continued eastward after 1300, across
Russia, into Siberia, and on to the Pacific coast, driving ever more species
of fur-bearing animals to extinction or its brink. Billions of individual
animals were killed. The fur trade reflects as well as any activity the way
European expansion relied on ever-new frontiers of exploitation. When
Europe’s own animal numbers declined, the hunt for fur moved in the



same way across North America until the immense populations of the
boreal forests had largely collapsed.?

Capitalist Accumulation: Engine of Growth

Capitalism 1s an economic system based on private ownership of the
means of production, whether land or technology. The feudal system that
preceded capitalism in Europe did not separate peasants from the land that
produced both their subsistence and the tribute they owed their masters;
they were often tied to the land as serfs, but the land was also tied to them
through customary rights to their tenancies and the use of extensive
commons for such purposes as grazing, hunting, and collecting firewood.
They did not sell their labor for wages; however, they were obliged to pay
their masters a significant share of what they produced.

Marx regarded the surge in mercantile wealth associated with
colonization as the prelude to capitalism and as one of the primary sources
of what he called “primitive accumulation,” a translation of Adam Smith’s
term “previous accumulation.” Both Smith and Marx recognized that
capitalism required some kind of prelude whereby wealth was first
accumulated so that it could be applied to further accumulation. The
successive waves of enclosure carried out across Europe over several
centuries can be seen as one aspect of primitive accumulation. Landlords,
often assisted by the state, curtailed the traditional rights of peasants to
their tenant holdings and progressively enclosed the commons and woods
on which they had depended. The dispossession of Europe’s own
peasantry not only turned their land over to sheep farming but created
laborers without means of subsistence, the very workforce that industry
required. Though originally conceived by Smith as “previous”
accumulation, both colonial and internal expropriation went on for
centuries, and both continued as industrial capitalism emerged.



Human societies have produced surpluses since the earliest agricultural
communities some ten thousand years ago, but precapitalist systems
tended to deploy this surplus for consumption, sometimes by elites,
priests, the military, relatives, or select allies, sometimes in great
monuments or via redistribution among the people. Even though the
surplus could and did free certain classes in society from abject toil, it was
put to immediate use and, in these circumstances—generalized throughout
precapitalist history—economic growth remained slow.

One of capitalism’s key innovations was to direct the surplus to
reinvestment 1in production, establishing an ongoing process of
accumulation. The influx of plunder from the colonized world
underpinned the expanding wealth of the early capitalist nations of
Europe, though the wealth was not widely shared among the population in
the first few centuries. Once industrialization began, generations of
landless laborers—men, women, and children—worked long hours every
day of their short, harsh lives. Members of the new industrial working
class had a Stone Age standard of living (measured by life expectancy and
food intake) and would have been better off in a hunter-gatherer band.? It
was only much later that capitalist wealth flowed on to considerable
majorities of European and settler populations and provided a hitherto
unimaginable level of material comfort to the mass of people.

Around the same time as the colonization of the eastern Atlantic in the
late fifteenth century, manufacture and technical innovation began to gain
ground in England with the introduction of paper and gunpowder mills,
cannon foundries, sugar refineries, and various metallurgical works.
Commerce, associated with the expansion of long-distance trade, was
beginning to apply its profits to investment in agriculture and industry, and
to appropriate the artisan’s product for trade rather than local use.*
Technological innovation proceeded in step with the transition from
mercantile wealth to industrial capitalism. However, these early industrial
processes relied mainly on wind, water, wood, or muscle (both animal and

human) for their power, with attendant limitations. Though coal mining



began to expand from about 1530,> the starting volume was very small,
and coal remained a minor power source.

From about 1600 on, a new “mechanics literature” emerged—a torrent
of technical works by artisans that proved popular among merchants and
businessmen.® It is unclear how much the “age of invention” actually
depended on the intellectual developments associated with the Scientific
Revolution. Both invention and scientific thought were unfolding in the
same context—a time of pivotal social transformation, when the feudal
economy was in collapse, capital accumulation had started, and knowledge
had begun to be equated with utility and technology—with the potential
for power over nature.” While this trend and the trend away from religious
authority to the reason of the individual may have favored inventiveness,
the universities were more engaged with deciphering the laws of the
universe than with practical invention, which arose in concrete
associations of tradesmen and men with capital. The determining factor in
the proliferation of the new technologies was ‘“the opportunity for the
profitable use of mechanical inventions” by the newly emerging industrial
interests.

Industrial capitalism did not become dominant until factory
technologies took over production, and by the time they did, in the second
quarter of the nineteenth century, coal was the fuel that drove the steam
engines.” The capitalist system of production, once it was powered by
fossil fuels, was set to develop and deploy worldwide an economy capable
of accumulating vast amounts of capital and a technology capable of
godlike feats such as moving mountains and splitting atoms.

Oil and Exponential Growth

Like coal, oil had been known for centuries, but it was not until the second
half of the nineteenth century that oil wells began to deliver petroleum,



mainly for use as kerosene in lighting. The United States pioneered the
transition to petroleum; the first large American “gusher” was tapped in
Texas in 1901, and world production reached approximately 2 billion
barrels a year in 1930. This compares, however, with some 25 billion
barrels in 1990 and 30 billion in 2006.'° Thus, significant reliance on oil
dates only from the second quarter of the twentieth century and has been
with us less than one hundred years, steadily escalating as the decades
have passed.

Oil 1s a miracle fuel. It is compact, liquid, transportable, and cheap to
produce; once tapped, large amounts can often be extracted under the oil
field’s own pressure. Even today, though much of the “easy oil” has
already gushed out, the cost of extraction in many of the large Middle
Eastern oil fields remains small compared to its market value.

The development of petroleum revolutionized transportation, making
viable the individual private car, aviation, and mechanized agriculture. By
1950, oil had replaced coal in the United States as the principal fuel of
industry as well as transport and heating. In the following twenty years,
similar transitions occurred in the rest of the industrial world.!'!
Simultaneously, multiple uses for the range of hydrocarbons found in oil
were also developed, until petroleum has become embedded in every
aspect of daily life—from fuel to fertilizer and pesticide, from
pharmaceuticals and cosmetics to plastics and fabrics, and in an array of
industrial chemicals and processes.

The year 1950 represents the approximate moment when the curve of
humans’ environmental impact may be said to have become dangerously
exponential. The world population stood at 2.5 billion, a level at which a
doubling period of three or four decades would, for the first time, produce
huge annual increments. Estimates of world GDP in 1900 suggest that it
had doubled twice since 1500, nearly half of that growth in the thirty years
after 1870. In the next fifty years, from 1900 to 1950, it grew almost as
much again as in the four hundred previous years, notwithstanding the



slowdown of the Great Depression. Then, from 1950, it doubled very
rapidly from an ever more immense base—more than twice in the forty-
two years between 1950 and 1992.!? Although world growth slowed after
1973 and reversed in 2009, there has been a further doubling since 1992.
The global economy in 2014 is eight to ten times larger than it was at the
end of World War II.

The year 1950 also found the mass media on the verge of a rapid
expansion into television and, consequently, a singular success as a vehicle
for consumerism. The advent of a screen in every home allowed industrial
capitalism to maximize its markets in the developed world, as well as to
make the consumption of material goods central to everyday life for most
people. Over the next fifty years, a progressive democratization of luxury
took place in the first world, as aspiration for and access to more and more
consumer goods was extended from the rich to the middle class and on to
a significant majority of the population. Though exuberant consumption
had marked the elites of many cultures throughout history, modern
societies of the developed world were the first to extend the option to the
mass of people.

Industrial Capitalism and Metabolic Rift

In the Communist Manifesto, first published in 1848, Marx eulogized the
exponential achievements of industrial capitalism. He celebrated economic
growth and the technological advances that it generated and that helped to
drive it:

The bourgeoisie, during its rule of scarce one hundred years, has created more
massive and more colossal productive forces than have all preceding generations
together. Subjection of nature’s forces to man, machinery, application of chemistry to
industry and agriculture, steam navigation, railways, electric telegraphs, clearing of
whole continents for cultivation, canalization of rivers, whole populations conjured
out of the ground—what earlier century had even a presentiment that such productive

forces slumbered in the lap of social labor?'3



Marx regarded the development of such productive forces as the
historical predecessor and essential basis for a transition to communism;
criticism of this view underpins the widespread characterization of Marx
as a technological optimist and cornucopian. The manifest failure of real-
world communism to protect its environments lends further support to this
critique, though it seems fair to distinguish between the nineteenth-century
scholar and the political movements that used his theories. As he was a
theorist working before the unprecedented ecological disruption that
followed in the wake of twentieth-century growth, it is hardly surprising
that Marx did not focus on the environmental impacts of capitalism,
though he later addressed its effects on agriculture. Marx concentrated on
analyzing capitalism as a system: its history, the nature of its regimes of
production, distribution, and exchange, its new class structure, and its
tendency toward expansion. He was prescient about such aspects of
capitalism’s trajectory as the transformation of social relations into market
relations, the progressive commodification of all kinds of goods and
services, and the emergence of a world market. '

Alongside his admiration for capitalism’s development of
unprecedented productive forces, Marx was aware of its tendency toward
exploitation, principally of human beings, but also of the soil.'> He was
particularly affected by his study of the work of the German chemist,
Justus von Liebig. Liebig’s analysis of soil fertility led Marx to identify
the growing split between town and country as “an irreparable break in the
coherence of social interchange prescribed by the natural laws of life.”!¢
This amounted to a kind of ecological disjunction, a rift in the Earth’s

metabolism:

Capitalist production, by collecting the population in great centres ... disturbs the
circulation of matter between man and the soil, i.e., prevents the return to the soil of
its elements consumed by man in the form of food and clothing; it therefore violates

the conditions necessary to lasting fertility of the soil.!”

Liebig pioneered the modern understanding of the sources of soil
fertility and laid out the role of the essential nutrients nitrogen,



phosphorus, and potassium, which are taken up by crops as they grow.
With the advent of widespread urbanization, crops incorporating these
nutrients began to be exported across the country and across the world. At
the same time, sewage and food wastes, which once were circulated back
to the land, where they helped maintain fertility, instead polluted the rivers
of the great new towns. Since the last few decades of the twentieth
century, an even more massive metabolic rift has occurred as colossal
quantities of animal wastes also drain into watercourses. The grain that has
fed these animals is usually grown elsewhere, sometimes on the other side
of the world, and the fertility stripped from those distant croplands is lost
forever.

Until Peruvian guano and nitrate deposits were exploited in the 1840s,
European graveyards and battlegrounds were ransacked for bones in an
attempt to improve British soils. While Peru’s guano and nitrate were
mined and shipped back to Europe, numerous Pacific islands were
annexed by the North Americans to secure their own sources of fertilizer.
The story of the headlong hunt for fertilizer during the nineteenth century
reveals a resource scarcity that persisted for a long period without a
technological solution being found. In the meantime, colonial possessions
again played a crucial role in the accumulation of European-based wealth:
ships bent on discovering gold led the way to islands encrusted with
millions of years of bird droppings.

This fertility crisis continued for nearly a century. Soluble phosphorus
was synthesized from phosphate rock and sulfuric acid in 1842, but
Europe relied on imports of guano and nitrates until synthetic nitrogen
fertilizer, sourcing nitrogen from the atmosphere, was invented shortly
before World War 1. While the technical solutions were eventually found
and the shortage of fertilizer was banished for the time being, it is clear
that the availability of hitherto untapped resources was, for nearly a
century, absolutely necessary to avoid severe agricultural decline. The
interim solution through the nineteenth century depended on sheer luck in
the context of a world largely unexploited. This vast unexplored world no



longer exists, and such solutions, though they may emerge, cannot be
relied on by living generations today.

The long process of enclosure of peasant land and the gradual transfer
of manufacture from artisans’ workshops to the urban factories owned by
the new industrial bourgeoisie progressively separated European people
from the land—a process that is proceeding rapidly in so-called emerging
economies today. Industrial solutions to the separation of farming and
consumption are themselves in trouble. After a century of intensive inputs
in the farming of the developed world and nearly fifty years of similar
techniques in the global south, introduced under the Green Revolution,
problems such as groundwater contamination and “dead zones”!® on
continental shelves remain unsolved, while many of the raw materials for

fertilizer are dwindling.

Phosphate rock is argued to be only twenty-five years from peak or
maximum production and likely to reach effective exhaustion before the
end of the century.!” Phosphorus, an element, is one of the indispensable
building blocks of DNA, so no substitute is likely to be invented, though it
is possible to recover and recycle it from human waste. Nitrogen fertilizers
are extracted from the atmosphere or from natural gas feedstock; this
requires large energy inputs and uses approximately 1 percent of the
world’s annual energy budget, still largely derived from fossil fuels.?’ The
scale of this industry is such that humans convert more nitrogen into
reactive forms than the earth’s entire combined terrestrial processes.’!
Difficult or diffuse reserves of both oil and phosphate rock will continue to
be found, but the era of each as a cheap resource is almost certainly over.
Topsoil is also in trouble. The gross area of degraded land worldwide is
reckoned to be in the tens of millions of square kilometers, and about 24
billion tons of topsoil continue to be lost every year.’> A complex and
living medium, soil has not fared well under industrial agricultural regimes
—as well as disappearing under urban asphalt.



Marx argued that the rift between town and country could be solved in a
socialist society, where the land would be returned to the associated
producers, “rationally regulating their interchange with Nature, bringing it
under their common control instead of being ruled by it as by the blind
forces of Nature.” In this world, he saw agriculture and manufacture
reintegrated and the distinction between town and country ameliorated by
“a more equable distribution of the populace over the country.”>> Whether
such a form of socialism might succeed in minimizing destruction of the
natural environment is an open question, since it has not been tried—with
the partial exception of post-Soviet Cuba. Clearly, neither Soviet Russia
nor contemporary China provides a real-world model for such a
transformation. Soviet communism replicated metabolic rift, as well as
precipitating environmental catastrophe in numerous places, such as the
Aral Sea. The Soviet system operated as a form of state-based capital
accumulation—partly to compete with the capitalist world during the Cold
War period and partly because it embraced industrial production as a
bringer of wealth. The establishment of sophisticated technology requires
a capital base whatever form of ownership prevails, making full-scale
industrialization impossible without capital accumulation. In any case, the
Soviet regime was not a system controlled by the associated producers in
Marx’s sense.

China’s situation is similar, though it is less a matter of being pitted
against the capitalist world than of imitating capitalism’s economic
expansion and integrating into the late twentieth-century world market.
The industrialization under way in China since 1979 also replicates
metabolic rift. Urbanization gallops along just as surely as it does in
democratic India. Five or six decades after Chinese peasants were freed
from the arbitrary power of their feudal landlords and given access to land,
and only forty years after the Cultural Revolution uprooted urban people
and drove them into the countryside to be “reeducated,” peasants are now
routinely separated from their land by party officials bent on taking it over
in the interests of industrial expansion, property speculation, and the



wealth generated by economic growth. This process proceeds rapidly,
especially in eastern China, just as it did in Europe 150 years earlier.
Factories cluster in huge urban concentrations along the great rivers,
which are just as toxic now as the rivers of the English Midlands were
then. Economic growth now, as then, appears to be predicated on the
extension of metabolic rift, the separation of most people from the land.

The case of Cuba since the collapse of the Soviet Union is worth noting,
though what happened there after the sudden disappearance of Soviet oil
and food would be unlikely to have occurred if such imports had remained
available. The immediate aftermath was extremely difficult, and many
Cubans verged on starvation. Nonetheless, fifteen years later, about half of
Havana’s vegetables were being grown in the city, a fraction rising close to
100 percent in smaller towns.?* In response to the crisis, the government
restructured over 40 percent of state farmland into 2,007 new cooperatives
managed by the workers, who were also allotted a gardening space to
grow their own family’s food. By 2000, more than 190,000 urban residents
had also claimed personal lots on vacant city land. In both arenas, farming
methods are organic, easing the need for imported petroleum. The process
has reconnected rural workers to the land and helped urban Cubans
transcend the town/country divide—producing what sociologist Rebecca

Clausen calls a metabolic restoration.?

Cuba’s struggle after the Soviet collapse brings into sharp focus the
consequences of having to do without oil, synthetic fertilizer, or pesticide
—as well as imported food. If cheap oil 1s in decline, as peak oil
proponents argue, Cuba will have a head start on the rest of the world—
and a big advantage over countries like China and India, which have bet
their futures on fossil-fueled agriculture and fossil-fueled economic
growth.

The massive economic growth of the twentieth and twenty-first centuries
is unprecedented in history. It gathered pace as the mercantile proceeds of
the Age of Discovery were applied to domestic production back in Europe.



This was in turn boosted to an industrial scale in the early nineteenth
century with the mounting use of fossil energy; a further lift was provided
from the late nineteenth century when liquid petroleum was tapped. After
World War 11, a period of explosive economic growth held sway for three
decades, a unique event in history. Although it slowed down in the 1970s
and was actually arrested in 2009 after the global financial crisis, the
immense human economic system continues to double in scale every
fifteen to twenty-five years. In the next chapter I look at conflicting views
of this incredible phenomenon.



Economic Growth: Perceptions

There is no magical New York investment cowboy who’s going to suddenly develop a
product which overcomes physics and biology. They were designed a long time ago,
possibly intelligently—we don’t know—but they were certainly designed a long time
ago and they are absolutely set in concrete.

—Paul Gilding, 2009

Which Comes First, the Planet or the Economy?

Ecological economists see economic growth very differently from
mainstream economists and most policymakers. First, and most
fundamental, is the question of which is primary: the economy or the
planet’s ecological systems? The answer chosen is crucial, since all
questions of the limits, boundaries, and scale of the human economic
enterprise hinge on whether or not the economic system can be theorized
independently of its physical and natural context.

Many standard economics textbooks introduce students to a diagram of
“the economy” that includes only the relationship between businesses and
households (producers and consumers), depicted as a circular flow and not
represented in any wider physical context. The ecological economist
Herman Daly contextualized this circular diagram by drawing an outer
frame around it to represent the natural world, a world that “contains and



sustains the economy” by regenerating renewable inputs and absorbing
unavoidable wastes. In Ecological Economics, Daly describes his
exchange with the World Bank’s chief economist:!

I asked the Chief Economist if, looking at that diagram, he felt the issue of the
physical size of the economic subsystem relative to the total ecosystem was important
and if he thought economists should be asking the question, “What is the optimal scale
of the macroeconomy relative to the environment that supports it?”” His reply was

short and definitive: “That’s not the right way to look at it.”?

Daly characterizes this approach, borrowing Joseph Schumpeter’s term,
as “pre-analytic,” meaning that the assumptions involved are implicit and
held to be axiomatic—and thus not susceptible to analysis. The key
assumption here is that the economy is the overarching system, while
nature, if it is considered at all, is a sector of the economy, such as the
extractive sector.>

This paradigm, which treats nature as a subset of the economy, underlies
numerous unexamined verities of mainstream economics: that the planet is
functionally infinite, both as a source of materials and as a sink for wastes;
that substitutes for depleted resources will be generated automatically by
price increases; and that the limitations of the physical world and the laws
of thermodynamics are not relevant to economic processes. These ideas
inform the conduct of economic activity and the current public debate
about it. They have immense consequences for the way people think about
economic growth, and they underpin a widely held confidence that
economic growth as we know it on earth today can continue indefinitely.

Usually assumed rather than stated explicitly, the idea that nature is a
subcategory of the economy gets short shrift from ecological economists.
Daly’s primary or overarching system is biophysical rather than economic
—human endeavor is necessarily proscribed by the laws of physics and the
physical constraints of a finite planet. That we live and produce within the
boundaries of such an entity means that the human economy has inevitable
limitations of scale.



As far back as 1966, Kenneth Boulding, a pioneer of ecological
economics, argued that a transition had begun: from the “open” to the
“closed” earth, from the “empty” world with ever more frontiers for
exploitation to the “full” world where it is no longer possible to go
somewhere else when resources fail or pollution destroys. The “illimitable
plains” of the endless frontier no longer stretch into the unknown. There
are no more “unlimited reservoirs of anything, either for extraction or for

pollution.”*

On the face of it, the economists’ basic view—that the human economy
is the primary system—seems an astonishing claim. Life on earth, after all,
is about 3.8 billion years old, and human life is an infinitesimal fraction of
that. The capitalist economy is at most five hundred years old, a small part
of the 200,000-year span our species has been on earth. Even what we call
“civilization,” with settled life in established cities and the cultural
complexity that accompanies it, is considerably younger than the 10,000
or so years since we started farming. Understanding the human economy
as a primary system independent of the earth it arose upon would appear to
defy common sense.

Actual constraints or limitations, of course, were far less obvious before
the accelerated growth of the past 250 years—and especially the twentieth
century, which by 1999 was delivering an annual increase of at least half
the entire global economy in 1900. Through most of our history, humans
could ignore natural limits. But, as the development sociologist Wolfgang
Sachs has put it, the more “the rate of exploitation increases, the faster the

finiteness of nature makes itself felt on a global scale.”

Self-evident as these boundaries might now seem for ecological
economists and allied scholars, they remain invisible or contested in
mainstream economics and are of little concern to politicians in most
countries and to most of today’s citizens. Hardly a news bulletin goes by
without reports about growth expected, growth threatened, or growth
achieved. Growth is the sine qua non of everyday economic language and



expectation and the much-touted solvent for critical problems such as
poverty, pollution, and debt. Yet, however necessary ongoing growth is to
our current economic arrangements, and however desirable from the point
of view of our expectations of material well-being and comfort, it is hardly
a practical aim if it is based on a misperception of reality.

The unexamined assumption that a high and increasing level of material
consumption is normal stands in the way of a perception of the peculiarity
of our times and an ability to engage in the kind of hard scrutiny our path
to the future now requires.

The Timing of Economic Change: Which “Growth™?

Some mainstream economists concede that modern economic growth is
unprecedented. In his Boyer Lectures of 2006, titled The Search for
Stability, retired Australian Reserve Bank governor Ian MacFarlane
remarked that “viewed against the span of human history, economic
growth 1s a relatively new phenomenon, dating only from the Industrial
Revolution in the mid-eighteenth century. In the many centuries prior to
that, it had been negligible.”

MacFarlane’s insistence on the recent emergence of economic growth
contrasts radically with that of economists who responded to The Limits to
Growth when it first appeared in 1972. Many prominent economists
characterized growth as a continuum throughout human history. Robert
Solow, who later won the 1987 Nobel Prize in Economics, argued that “the
world has been exhausting its exhaustible resources since the first cave

man chipped a flint.”¢

The British economist Wilfred Beckerman thought
that problems associated with exponential growth in the use of finite
resources have “been true since the beginning of time; it was just as true in
Ancient Greece.... This did not prevent economic growth from taking
place since the age of Pericles.... There is no reason to suppose that

economic growth cannot continue for another 2500 years.”’ This



“continuous progress” view allows the economic history of recent
centuries to be subsumed under a static notion of transtemporal human
culture in which our present system i1s seen as just a phase of the
permanent and normal state of a healthy economy.

Clive Ponting points out in his Green History of the World that “for all
but the last few thousand years ... humans have obtained their subsistence
by a combination of gathering foodstuffs and hunting animals”® —a way
of life involving virtually no resource extraction, and no changes we
would describe as economic growth. Ponting identifies two great
transitions in human history—the first, to farming, starting about 10,000
years ago, and the second, in the last few hundred years, to the dominance
of fossil fuels and the development of an industrial economy.’

The first agricultural revolution took place over millennia as humans
began to grow crops and improve pastures and, for the first time, to cause
major alterations to the ecosystems around them. People were able to
settle in villages and towns and to produce a surplus above their
subsistence needs. Though the elites—always a small minority of the
population—could be supported without having to produce their own
food, for the majority of people these developments led not to plenty but
rather to an arduous life of scrabbling in the dirt. It was a system more
vulnerable to the vagaries of climate, drought and famine than the hunter-
gatherer mode of life had been and, according to Ponting, it was “most
definitely not an easier option.... The one advantage agriculture has over
other forms of subsistence is that in return for a greater degree of effort it
can provide more food from a smaller area of land.” Ponting suggests that
a world population of approximately four million, reached around 10,000
years ago, was the maximum that could live comfortably by hunting and
gathering, and that it was this expanded population that precipitated the
shift to farming.!® Other scholars argue that factors such as climatic
variation or intentional risk reduction may have sometimes played a role.!!



The transition to farming initiated the first episode of severe local
ecological damage, mainly as a result of the progressive clearing of the
forests.!> The paleoclimatologist William Ruddiman suggests this might
even have affected atmospheric levels of greenhouse gases several
thousand years ago, with a discernible impact on climate.'®> Nevertheless,
though economic growth quickened, it remained barely perceptible over
the subsequent 10,000 years or so. Before 1500, improvements in
technique were only occasional, and the world’s population took a
thousand years or more to double. '

In the 1994 edition of Worldwatch’s State of the World, Alan Durning
used the metaphor of a ten-minute satellite-view film of the deforestation
of earth over the last 10,000 years to demonstrate the immense change of
pace and scale involved in the second great transition to industrialization.
There is no obvious sign of change until the eighth minute, with the
disappearance of forest around Athens and on the Aegean islands. Forests
in Europe, China, India, and Central America can be seen contracting from
the beginning of the last millennium (from 1000 CE), but they do not
shrink appreciably until the years from 1800 to 1950, coincident with the
Industrial Revolution, when about 6 percent of them disappear. From
1950, in just 3 seconds of Durning’s film, a further 60 percent of the
original forest vanishes. Although trees still grow on about three quarters
of the original forest area, less than half of these represent intact
ecosystems; the rest are “biologically impoverished stands of commercial
timber and fragmented regrowth.”!>

Durning’s short film serves as a graphic depiction of the pace of
economic expansion through the lens of forest clearing, corroborating
MacFarlane’s timing of economic growth. Ecological effects of human
economies, local in scale for millennia, became global very recently—and
very rapidly. The historian John McNeill characterizes modern times,
especially the last fifty years, as “bizarre, anomalous and thoroughly
unsustainable.”'® Although the earth has changed environmentally for
some four billion years and our genus, Homo, has altered earthly



environments for the last four million years or so, the twentieth century
has no parallel. Its peculiarity is largely a matter of scale and intensity;
however, a quantitative increment can cross a threshold (or tipping point)
and trigger “a grand switch,” leading to qualitative change—such as when
ice melts as 0°C is exceeded.

This surge in scale and intensity would not have been possible without
the exploitation of fossil fuels. By 1700, with the help of domesticated
animals, windmills, and water wheels, the most efficient agricultural
societies could command four or five times more energy per head than
their hunting and gathering predecessors could; even so, the vast majority
remained poor and restricted to a life of grinding toil. In the nineteenth
century, as the coal-powered steam engine began to transform production,
energy availability was again multiplied by five, about the same increment
as in the 10,000 years before 1700. But that was still a mere prelude to the
boom of the twentieth century, when liquid petroleum fueled a further

twelvefold expansion in energy use.!’

Apart from minor coal-burning, all energy used before the Industrial
Revolution was more or less directly solar—from wind, water, animals fed
on crops or grasslands photosynthesizing daily solar flows, or human
muscle fed the same way. Even wood, as a fuel, concentrates the solar
energy trapped by trees over decades, or centuries at most. Coal and oil, on
the other hand, are fossilized solar energy, compacted and distilled out of
tens of millions of years of sunlight stored by the primitive trees of the
vast Carboniferous swamps (coal) or zooplankton and algae thriving in the
shallow seas of the Mesozoic (oil). This 1s immensely concentrated energy,
capable of performing colossal amounts of work. It is probably the most
basic precondition for the bizarre exuberance of the era of economic
growth through which we have been traveling, especially since World War
I, often under the false impression that it is the normal and natural state of
human affairs.

Human perceptions have always been filtered through prevailing social
narratives about how the world is. At least since the emergence of



agriculture, the narrative has emanated from the groups who hold social
power, and this was just as true after the Enlightenment as it was in the
days of Catholic hegemony in Europe. At least in the Western world, the
mainstream interpretation of reality moved from being the preserve of
God-given authorities to a contest of ideas ideally based on the rational
assessment of empirical facts. Notwithstanding the move toward evidence-
based beliefs, the tendency to regard the current world as the normal state
of human affairs seems not to have been modified. The observed world
continues to be understood as “natural.” To its inhabitants it appears that it
has always been that way.

Until about five hundred years ago, rates of change were infinitesimal
and the world one was born into was indeed unlikely to change much,
excluding occasional natural catastrophes. The world in 2014 is not such a
world. The pace of change has accelerated along the lines described in
chapter 1. Economist Greg Clark holds that there was “no economic
growth” in preindustrial Europe.'® Though this may be a slight
exaggeration, there is no doubt that the rate since 1750 or so has been
unprecedented. At such a rate of transformation, it might seem obvious
that there is nothing “natural” about it, and that it represents a sharp
departure in human history. Yet little awareness of such a perspective
exists. On the contrary, economic growth remains the mantra of global
institutions, governments, and the daily media, and ongoing growth is
assumed to be not only possible but essential to a desirable future.

Indefinite Growth and the Laws of Physics

Indefinite growth can be seen as viable when human production is
assumed to bear no compulsory relationship to the physical world, an
assumption that includes an exemption from the second law of
thermodynamics. This is the so-called entropy law, developed by the
German physicist Rudolph Clausius from Carnot’s original observations of



engines. In 1850, Clausius formulated the principle that heat always
moves in one direction only, from the hotter to the colder body, and will
not flow the other way without the application of more energy. Based on
this elementary fact, the entropy law holds that, in closed systems, all
energy dissipates, becoming useless for further work in the process. In a
key departure from classical physics, which dealt with reversible processes
such as mechanics, thermodynamics describes one-way qualitative change,
which is subject to the “arrow of time.”

Nicholas Georgescu-Roegen was the first economist to insist that
economics must take the second law into account. He argued that all
natural resources are subject to entropic exhaustion, and that human
economic production is a physical process that inevitably hastens that
dissipation. Irreversible physical transformations are implicit in
production, where material resources and available energy are consumed
and waste left behind. In Georgescu-Reegen’s words, “Coal turns into
ashes in the same direction, from past to future, for all humans.”'® Any
economy will therefore require a source of materials and a sink where the
waste can be dumped, as Daly suggested to the World Bank’s chief
economist. An economy that produces large quantities of material artifacts
will require large sources and large sinks. Yet standard economic formulas
include no variables to represent resources or wastes, and so are incapable
of reflecting the thermodynamic implications of an expanding economic
process.

Mineral ores, for example, are most useful and most accessible for
human use in concentrated form. The world’s most concentrated ores have
already been heavily depleted, while more dilute sources are rendered
accessible by the application of new technologies and of more and more
energy—and, other than solar power, energy resources are themselves
subject to depletion. Gold mining in the twenty-first century illustrates the
trend. Much of the gold that remains unmined consists of microscopic
particles; in most mines today, something like thirty tons of rock must be
excavated, pulverized, and sprayed for years with cyanide drizzle to



recover an ounce of gold. Such an undertaking can only be profitable on a
huge scale; the energy required to make and drive the machinery is
considerable, as are the massive volumes of waste rock and wastewater
that must be disposed of, and the acid and heavy metals frequently

released into waterways in the process.’

Entropy is not necessarily manifested quickly. Georgescu-Raegen notes
that it took thousands of years of sheep grazing before “the exhaustion of
the soil in the steppes of Eurasia led to the Great Migration.”?! By
contrast, indicative of the scale, pace, and intensity of recent economic
growth, two decades of intensive cashmere goat grazing in northern China
have already compromised the fertility of the Alashan Plateau of Inner
Mongolia. China’s rapidly expanded herds of cashmere-producing goats
might have slashed the price of sweaters, but they have also grazed these
grasslands down to a moonscape, unleashing some of the worst dust
storms on record.??

In the case of oil—the energy on which the past century of explosive
growth has been based—depletion did not take thousands of years, another
indicator of the exceptional pace of twentieth-century change. Even if oil
supply continues to meet demand for several more decades, as optimists
argue, the production of light crude has leveled off, and there is little doubt
that depletion will occur fairly soon in any long-run view of the human
prospect. In 2010, the International Energy Agency declared that “the age
of cheap oil is over.”?> What is also imminent in the second decade of the
twenty-first century is the limited capacity of the planet to act as a
satisfactory sink to absorb the waste that will be released if we burn the
remainder of the fossil fuels.

As far as energy is concerned, the earth is not a closed system, of
course. Though matter is not exchanged, the earth receives an immense
amount of solar energy every day, making available a generous and
indefinite supply of energy, should humans have the means to harness it.
This solar flux—not subject to entropic exhaustion for another four or five



billion years—is the only rational basis for indefinite human energy use.
Industrial capitalism, however, replaced solar-based energy forms such as
wind, water, and biomass with the energy stored in finite terrestrial fuels—
coal in its initial phases, and petroleum since the unprecedented bonanza
generated by the harnessing of oil to the internal combustion engine. These
fuels are finite and their availability is governed by the second law, which
tells us that energy, once tapped for work and dissipated as heat, cannot be
reconcentrated for a second use. In the words of Ehrlich, Ehrlich, and
Holdren, those who are waiting for a breakthrough that would overturn the
second law might as well “wait for the day when the beer refrigerates itself
in hot weather and squashed cats on the freeway reassemble themselves

and trot away.”?*

While coal is expected to be available for another century or more, it is
widely suspected that oil is near “peak” production—in other words, the
maximum level of production we will ever see.?> Apart from the low-cost
oil fields remaining, primarily in the Middle East, oil recovery is now
carried on in ever less hospitable contexts—deep seas, Arctic climates,
“tight” 0il,?® low-content tar sand and oil shale (kerogen), and low-quality
gas liquids. In all these alternative sources, the proportion of energy yield
expended in extraction is on the increase. The energy budget is just as
relevant as the economic one—a ton of oil from kerogen or tar sands is not
worth extracting if it takes equivalent energy from gas or coal to do it;
whatever the dollar value, it makes little sense to extract energy once it has
negative energy return on investment. This is also a severe qualification on
the virtues of corn-based ethanol. Even the most optimistic estimates
suggest that, in the United States, it takes seven or eight gallons of
petroleum to produce ten gallons of ethanol, while Cornell University’s
David Pimentel has estimated a significant net energy deficit.?” Shell’s
project to extract petroleum from kerogen (or oil shale) deposits in
Colorado, for example, is likely to reflect such a deficit.”® It should be
noted, in addition, that oil produced from kerogen not only risks a net
energy deficit but yields greatly inflated CO, emissions, owing to the large



amount of coal burned in the course of its extraction. A similar caveat
applies to oil from tar sands where gas is used. The market is not fully
sensitive to these drawbacks since the producer does not pay for CO,

dumped in the atmosphere.

Mainstream economists have ignored or disparaged the appeal to
entropy. In his review of Georgescu-Reegen’s key text, The Entropy Law
and the Economic Process (1971), the Michigan economist Robert Solo
accused Georgescu-Reegen of peddling an “extreme form of
Malthusianism,” arguing that his entropic approach rendered him one of
“the prophets of doom” who have “followed along behind Malthus” for
nearly two centuries. For Solo, the second law is a faith-based dogma in
exactly the same way as a belief in the Last Judgment. He repudiates the
link between production, on the one hand, and depletion and waste on the
other, and denies outright that resource diminution and pollution are
related to population size and economic activity. For Solo, advanced
economies can “eliminate all noxious wastes,” and economic growth is
what guarantees the advanced technology that will do it; industry does not
necessarily have to produce waste at all and is not limited by the laws of
thermodynamics. Solo is silent about the source of its raw material.>® In
short, he does not really engage with Georgescu-Reegen’s argument—he
simply says it is wrong. This kind of denial, supported by little argument,
is the forerunner of the approach taken by many economists throughout
the past thirty-five years in which raising questions about the limitations of
the physical world is simply “not the right way to look at it.”

Scale, Compound Growth, and Herman Daly’s “Steady State”

If one regards the human economy as subsidiary to the natural world,
rather than vice versa, the scale of the macroeconomy is necessarily
circumscribed by the scale of the planet; consequently, endless growth in
material extraction and physical waste cannot possibly be sustainable.



Herman Daly argues that the physical world is indispensable to economic
activity, supplying both the low-entropy inputs and the sinks for
discharging high-entropy wastes. The scale of the economic enterprise
must therefore be proportionate to the scale of the natural world.>°

Because of the generous proportions of the original “empty earth,” such
limitations were not especially obvious while human production was
negligible in relation to the global environment. Sources and sinks could
reasonably be reckoned to be infinite in this situation’'—or, if not quite
infinite, capable of recovery, given rest. The human ecologist Sing Chew
argues that some of the so-called “dark ages” in history represent eras of
ecological recovery, redressing periods when overexploitation of natural
resources had led to the collapse of populations or economies.>?> Recovery
is not guaranteed, even with the passage of time. While the forests of
Europe were cleared in pulses of economic expansion and probably grew
back again several times,>> parts of northern Africa, intensively cultivated
for Roman consumption, and Mesopotamia, farmed until it was eventually
rendered infertile by salt, never fully recovered. Worldwide, however,
there has been little sign of a “dark age” since the early centuries of the
last millennium.

The mathematics of compound (or exponential) growth indicates that
the ongoing growth of any physical process will ultimately collide with
physical limits, a key consideration of the Limits project. In The Limits to
Growth: The 30-Year Update (2004), the MIT researchers devoted a
chapter to it. The doubling period of compound growth can be calculated
by dividing the annual rate of growth into 72. At 10 percent, for example,
the volume will double every seven years or so (something like what has
taken place in the Chinese economy since 1979). The Update recounts a
number of folk legends illustrating the counterintuitive surprises built into
compound growth. In the Persian legend, in which the king agrees to pay
just one grain of rice on square one of the chess board and double the
amount on each subsequent square, the effect of protracted doubling is not
at all obvious in its early stages, when the base is small. When a trillion



rice grains must be supplied at square forty-one, it becomes clear that the
debt cannot be paid, confounding the apparently modest undertaking at
square one.>* According to the IMF, world GDP grew by 3.2 percent in
2012, and was predicted to grow by 3.3 percent in 2013.>> Should growth
continue at this rate, world GDP would double in about twenty years.

The discontinuity between a historically modest economy and the
novelty of twentieth-century growth helps to explain the shortcomings of
the classical economists’ preanalytic framework, which underpins current
neoclassical economics. Their original understanding of economic realities
was established long before the immense bursts of economic growth that
have characterized the past 140 years. Daly points out that “our
information and control system (prices) assumes nonscarcity ... of
environmental source and sink functions.”*® Only since about 1870 has the
rate of doubling become large enough in a planetary context to call this
nonscarcity into question, and only since the end of World War II has the
magnitude of the industrial base and of the human population yielded

immense increments with each doubling.

According to Daly, economists’ attitudes to scale involve a curious
inconsistency. While microeconomics recognizes an optimal scale, where
marginal costs equal marginal benefits, no such optimal scale is
recognized for the macroeconomy: “There are no cost and benefit
functions defined for growth in scale of the economy as a whole. It just
doesn’t matter how many people there are, or how much they each
consume.” Daly goes on to note the implication: “If the ecosystem can
grow indefinitely then so can the aggregate economy. But, until the surface
of the earth begins to grow at a rate equal to the rate of interest, one should

not take this answer too seriously.”’

Daly proposed what he called the “steady-state” economy as a solution
to these problems of economic scale. The key elements of his model are “a
constant stock of physical wealth (capital), and a constant stock of people
(population) ... maintained by a rate of inflow (birth, production) equal to



the rate of outflow (death, consumption)”—which amounts to zero growth
in both population and material production. Daly’s second requirement is
for the rate of flow through the system to be minimized, which means
minimum replacement of both people and capital plant. Daly argues that
human development does not need to cease when the material
infrastructure of production is stabilized; he distinguishes between
physical or quantitative growth and development, which involves the
qualitative evolution of society, including technique, design, and culture.
He argues that his system will preserve plenty of scope for development

while curtailing the growth of all material flows.>®

Daly’s steady-state economy assumes a free market structure, which he
regards as a good system for fulfilling allocation functions. He notes,
however, that it fails to solve two critical problems: that of just distribution
and that of optimal—or even sustainable—scale.*” Such an economy,
originally mooted as the “stationary state” by John Stuart Mill*® before the
really explosive growth began, may be a desirable plan for the conduct of
future economic life—perhaps the only even remotely realistic one from a
thermodynamic point of view—but Daly provides virtually no guidance on
what, if any, social and political processes could precipitate a transition to
such an outcome. Nor does he ask how industrial capitalism could be
persuaded to accept such stricture and regulation.

For more than forty years, Daly has explored the inability of
mainstream economics to come to grips with the physical dimensions of
the real world, to think outside the growth paradigm on which it rests. Yet
even though economic orthodoxy underwent significant change during
that period, as the postwar synthesis of Keynesianism and neoclassical
economics was supplanted by a new neoliberal framework, the expectation
of unending economic growth has never subsided.



Modernity and Its Ideologies

The appeal of growth economics is rooted in the ideas surrounding
modernity, with its emphasis on material progress and the individual.
Modernity may, in fact, be the key driver of ecologically unsustainable
practices, as the ecological economist Richard Norgaard argues.*! Several
key assumptions characterize the philosophy of modernity: unbridled
optimism about “progress,” the validity of “value-free facts,” and belief in
the preeminence of Western culture, which is expected to sweep cultural
differences aside as people discover the effectiveness of a universalized
rational approach. Indefinite material progress powered by improved
technology is expected to guarantee that future generations will always be
better off than their predecessors. Yet there is a circular logic implicit in
recommending more industrial growth to solve the problems created by
growth in the first place.*?

The “progress” agenda relies on the epistemological premises and
beliefs that developed out of the Scientific Revolution and are taken for
granted in Western public discourse and institutions. Policy is developed
one issue at a time with the aid of single-field experts, who are thought to
be capable of “objective” assessment of “the facts.” While this approach
has been extremely effective in the design of industrial processes and
manufacturing technologies, it is less appropriate to complex systems such
as ecologies and cultures. Even though, using the techniques of objectivity
and expertise, industrial technologies can yield maximum productivity per
worker and smooth operation, their complex interactions with people and
communities require an additional level of engagement. A new freeway
built using state-of-the-art technology might be a fabulous road from a
driver’s point of view but its actual value depends on the full range of its
environmental consequences over its life span and whether it serves the
needs of its community better than alternatives such as mass transit.



A related premise of progress is the idea that a few universal principles
govern everything and that Western rationalism has grasped them and
continues to refine them. The path of the European-based nations to wealth
and prosperity is taken to be the template for a universal human pathway.
The development concept, outlined in President Harry Truman’s inaugural
address, imagined all countries on a single track, where front-runners like
the United States would deploy “scientific advances and industrial
progress” to help the ‘“underdeveloped” expand their production and
“catch up” to the West.** Individualistic values, though highly specific to
European-derived cultures since the Scientific Revolution, are thought by
the people of these cultures to be universal, transcultural truths.

Modernity: A New Symbiosis

Over the past ten millennia or so, from the beginnings of agriculture until
the advent of modernity, human history developed a “complex maze of
reciprocal causation between environment and culture,” a “co-evolution,”
in Norgaard’s words, something like the symbiotic relationship between
species such as bees and flowering plants. The modern era progressively
transformed this elaborate mosaic of “coevolved traditional farming
systems” into a global economy based on large-scale technologies and
market links.** Instead of growing well-adapted food plants for local
consumption, farmers now produce commodities for world markets and
must adapt their choices to that market rather than to the strengths and
weaknesses of their soil and climate.

For thousands of years, humans in local settings worked at improving
the capture of the (solar) energy in their local ecosystems by strategies
such as planting strains adapted to specific niches and mixing symbiotic
crops to take maximum advantage of the agroecological setting. Industrial
farming methods, on the other hand, can succeed with little or no regard
for local conditions as long as plentiful energy and inputs of fertilizer and
pesticide can be deployed. The exploitation of fossil energy was the key
innovation that permitted these great material changes, launching a new



“coevolution” between humans and fossil fuels that has supplanted the
original symbiosis. This change occurred in both capitalist and communist
societies, which have shared the technocratic and cornucopian

assumptions associated with progress.*’

The destruction of local economies appears rational (and often
inevitable) from the viewpoint of Western social philosophy, which in
Norgaard’s analysis “starts with the individual and leaps to the national
and on to the global,”*® ignoring any intermediate levels such as the region
or the local community group. This leap carries consequences for all kinds
of groups, from families, communities, and others concerned about their
local region to indigenous and cultural minorities, and for all types of

collective organizations—academic, cultural, environmental, or political.

Choices made by such social units, right up to the level of the province,
state and nation, are understood in the philosophy of economic liberalism
as hindering individual freedom and erecting barriers to trade.*’ The
disputes of the World Trade Organization (WTO) are replete with cases
where national preferences were disallowed on the grounds that they
constituted unfair barriers to trade. For example, Australia’s wish to
maintain rigorous quarantine provisions for raw salmon was challenged
through the dispute mechanisms of the WTO, as was the right of
Europeans to reject and exclude growth-promoting hormones in their
meat.*8

Oddly enough, one major group entity that permeates modern society is
never delegitimized under the liberal rubric: the corporation escapes
definition as a group entity and is treated as a species of individual, a legal
“person.” Under US law, corporations have increasingly gained rights
once limited to actual human beings. A corporate entity, however, does not
represent an individual but the interests of a group—its shareholders,
especially those with the controlling interest.

The modern focus on individual “choice” opposes individual interest to
the common interest; social and environmental values expressed in



intermediate group connections are negated, and the sense of common
interest recognized in many traditional societies has withered. Norgaard,
however, calls for development based on renewed coevolution, which
embraces the rights of local people to determine their destinies in their
local contexts and draws on the preindustrial model of communities in
dynamic association with their local settings.*’

Free Market Magic

When the World Bank’s chief economist criticized Daly’s approach to
macroeconomic scale as simply “not the right way to look at it,” he was in
step with the mainstream economists’ assumption that technological
advance, alongside price signals that automatically attach to scarce items,
will always allow for expansion and substitution. The “right way to look at
it” assumes that physical limitations will always be surmounted by
combining the fruits of human ingenuity with the magic of the free market.
Economists very frequently claim that history “shows this to be true.” For
example, economist Carl Kaysen argues:

Resources are properly measured in economic not physical terms. New land can be
created by new investment, as when arid lands are irrigated, swamps drained, forests
cleared. Similarly new mineral resources can be created by investment in exploration
and discovery. These processes ... have been going on steadily throughout human

history [emphasis mine].>°

While claims of ever-expanding horizons and steady growth may be
supported by the evidence of the past few centuries, the longer prospect
reveals many dead ends and regressions.’! Rapid change, whether social
or technological, was unknown in pre-capitalist societies. Thus, while it is
true that “new land” has been “created” throughout the history of human
settlement—for example, as the vast boreal forests of Europe were cleared
over several millennia and those of North America were subsequently
cleared over a few centuries—and while land is still being “created” with
the current clearing of the tropical forests of South America, Southeast



Asia, and Africa over much shorter spans, it seems apposite to ask where
the next wave of new land is to be created. Only tectonic activities are
likely to create new land at this point. Economists like Kaysen stand
squarely on a growth platform that recognizes no physical limitations.
Investment is said to conjure any productive resource we may need.

Robert Solow argued that “if it 1s very easy to substitute other factors
for natural resources ... the world can, in effect get along without natural
resources.... At some finite cost production can be freed of dependence on
exhaustible resources altogether.”>?> Solow went on to suggest that the
prospects for easy substitution are highly favorable, embracing the
peculiar possibility that we don’t really need natural resources.

The gulf between the assumptions of science and those of economics
pervades the assessment of economic growth in the real world. In the next
chapter, I turn to the scientists who challenged growth after World War 11
and the critical response to their work, largely from economists.



The Limits to Growth Debate: Precursors and

Beginnings

Anybody who believes exponential growth can go on forever in a finite world is either
a madman or an economist.

—LKenneth Boulding, quoted by John Steinhart, 1973

Dawning Perceptions of Ecological Crisis

From the end of World War II until the beginning of the seventies, world
economic growth exceeded anything ever before seen, with particularly
explosive growth in Europe. Earlier growth, even in the nineteenth
century, stood still by comparison.! In the last decade of the twentieth
century, the annual increase in world real GDP equaled something like the
entire global economy of 1900, $1,000 billion in 1990 US dollars.” The
world’s economic output increased about twentyfold in the twentieth
century and, according to the International Monetary Fund (IMF),
“exceeded the cumulative total output for the preceding recorded human
history.” It was the impact of this unprecedented economic expansion on
the natural world that began to generate concerns in large sections of the
scientific community, launching the twentieth-century debates about
environmental quality and limits to growth.



Two biologists, Fairfield Osborn and William Vogt, had already warned
of an incipient crisis, in 1948. In 1962, Rachel Carson’s Silent Spring
brought the impact of toxic compounds to public attention. A few years
later, in 1966, Kenneth Boulding published his essay, “The Economics of
the Coming Spaceship Earth,” in which he argued that the “closed earth”
of the near future would require an economics different from that of the
“open earth” of the past, since the expansionary “frontier” stage of modern
history was over. In 1968, Paul Ehrlich’s Population Bomb warned that the
biosphere would not be capable of supporting projected populations of the
near future. At about the same time, Herman Daly and Nicholas
Georgescu-Raegen began their critiques of an economic theory that was
divorced from biophysical constraints. Ecology was becoming established
as a branch of the natural sciences during that decade, and scholars from
geography and the biological sciences in particular began to put forward
the 1dea that there are obvious physical limits to economic growth.

The sixties saw the start of a legislative transformation in the United
States, away from an existing emphasis on resource extraction and the
privatization of national resources and toward a stewardship approach to
public lands that would limit economic development in selected areas;*
this shift in values was reflected in innovative laws to conserve land,
water, rivers, and wilderness. On January 1, 1970, President Nixon signed
into law the National Environmental Policy Act, which declared that
“Congress recognize[s] the profound impact of man’s activity on the
interrelations of all components of the environment, particularly the

profound influences of population growth.”

During the mid-1960s, the US Congress had also instigated a population
policy designed to help finance family planning in the third world. Since
population is one of the multipliers contributing to environmental impact
(box 3.1), some sort of population policy is necessary. This does not, of
course, justify coercive sterilization such as occurred in several countries
at this time (including Bangladesh, India, and Indonesia) and which has
even been criticized in the World Bank’s own history of family planning.®



The US initiatives of this period contrast with those of the Reagan and
George W. Bush administrations, which pursued natalist policies that
militated against population control of any kind. Marxist commentators’
also dispute the need for population policies, arguing that birth control in
the global south was merely a diversion intended to avoid solutions
involving the redistribution of wealth, and especially land reform.

Box 3.1
Population and the Coalition of the Unwilling

It 1s hardly surprising that wealthy consumer economies would prefer a
raw population emphasis—focusing questions about impacts onto poorer
countries where populations were still growing rapidly—to a
consumption emphasis that not only challenges the level of affluence
enjoyed (and expected) by their people but could challenge the very
economic growth that has created it.

Marxist critics such as John Bellamy Foster and Eric Ross show that
first world countries preferred population control measures to actual
development assistance in numerous parts of the third world. From their
point of view, the developed world seized upon population control in
preference to alternatives that were far less palatable to the interests of
US business. The adoption of what was called “birth control” had two
main strengths from a business perspective. The various avenues—from
coercive sterilization and the provision of devices of dubious safety to
supplying women with methods they were actually requesting—were all
far cheaper than wholesale development aid would have been. Perhaps
more telling still, a birth control program was both ideologically and
practically preferable to land reform. At the end of World War II, many
parts of the hitherto colonized world aimed for independence. The
regimes of property ownership that existed in these ex-colonies had been
influenced by the European colonizers, who had often expropriated land,




concentrating ownership in the hands of local elites and foreign
corporations. The poverty of millions was intimately linked to their lack
of access to land, and the case for redistribution of the land was
compelling. Focusing on population no doubt assisted in diverting
attention from land reform and toward birth control under the rubric,
“Too many people, not enough land.”

The growth of the human population is, however, far from irrelevant to
questions of poverty and environment. In 1960 the world population
reached three billion and was set to double in the next thirty-five to forty
years. Though the annual rate of growth eased from a peak of 2.1 percent
in the mid-1960s to 1.2 percent in 2006, the gross population grew
rapidly. An average of 79.3 million people was still being added annually
in the first decade of the new century, a bigger annual gain than that
between 1960 and 1975, when the rate of growth was near its peak.?

Numerous forces worked against population control remaining the key
agenda item it had been until the late seventies, a “coalition of the
unwilling” in the words of the UK’s then chief scientist, Lord Robert
May.? The Vatican, which had always opposed contraception, launched a
vigorous counterattack against oral contraceptives, exerting substantial
influence not only in the United States but also at the UN population
conferences that took place in Mexico City (1984) and Cairo (1994).
Evangelical Christians, influential in the Reagan and George H. W. Bush
administrations, joined forces with Catholics to push US policy at home
and abroad in the same natalist direction, a trend that intensified under
George W. Bush. The Saudi Arabians also supported this approach. In
Mexico, the United States withdrew its funding for the UN population
program, declared that the advance of free market economies was “the
natural mechanism for slowing population growth,” and announced the
sharpening of a “family values” focus.® Through the same two decades,
the rise of the women’s movement brought to the fore issues of women’s
right to control their own bodies and shifted the focus of population
policy away from environmental implications and toward empowerment




for women. While an excellent thing in itself, this is not a complete
substitute for awareness of the impact of ever-increasing numbers of
people on the natural world. The work of Foster and Ross exemplifies
how the Left, too, was disinclined to see population as relevant to
environmental degradation, arguing that the redistribution of resources
would solve problems attributed to overpopulation.

The case of Thailand demonstrates that family planning can be both
noncoercive and beneficial. In 1975, Thailand and the Philippines had a
similar population size, with a high growth rate, a high fertility rate, and
a high proportion of people living below the poverty line. Thailand’s
GDP was slightly smaller. Thailand’s annual rate of population growth
fell from 3.2 percent in the early 1970s to 0.06 percent in 2010, largely
as a result of its family planning program. The Thai campaign has had
the advantages of sustained government support, the work of the inspired
campaigner Mechai Viravaidya, and a Buddhist culture that does not
forbid contraception. By 2008, Thailand’s population was 25 million less
than that of the Philippines and its per capita GDP was more than twice

that of the Philippines.9

Though a tricky area, population is one key driver of environmental
impact and cannot be excluded from an examination of the dynamics of
unfettered growth. Clearly, the rate of consumption, or “affluence,” is an
equally significant determinant of impact, and it is often argued that the
level of technological sophistication is a third key factor that can reduce
impact by minimizing the amount of pollution generated per product
made. Ehrlich and Holdren expressed the relationship mathematically in
their famous 1 = PAT formula (Impact = Population % Affluence X
Technology).© Rather than argue that population itself is not the main
issue, it 1s preferable to acknowledge all aspects of the human impact.
Australians and Americans, for example, have a per capita impact many
times greater than the world average and as much as seventy or eighty
times that of a Bangladeshi;' each extra Australian or US birth should be
seen in that light.
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It was during the late 1960s that, among other disasters, the rubbish and
oil on the Cuyahoga River caught fire in Cleveland, Ohio, and Lake Erie
seemed in danger of biological death. Public opinion was shifting: in the
United States, polls showed a sharp rise in public concern about the
environment: membership in such groups as the Sierra Club and the
Audubon Society was on the rise, and media coverage of mounting
environmental degradation increased.® In the UK, the BBC’s 1969 Reith
Lectures were given by the celebrated human ecologist Sir Frank Fraser
Darling, who 1dentified three key areas of incipient environmental crisis:
pollution, damage to the services provided by nature, and the threat of
uncontrolled population growth.” An avalanche of books appeared at that
time dealing with the emerging concept of “the environment” from a
variety of angles.!® At the beginning of 1972, two books outlined an
incipient general crisis in the relationship between humans and the natural
world.

The editors of the UK journal the Ecologist devoted the entire February
issue to their essay “A Blueprint for Survival,” which was published in
book form by Penguin later that year. They argued that governments,



however reluctant they might be, had to address the growth of population,
consumption, and economic activity and the intensity of the ecological
impact involved—and take urgent steps to moderate it. They thought a
complete social revolution would be needed, resting on decentralization of
population and industry and the adoption of numerous strategies for “the
invention, promotion and application of alternative technologies which are

energy and materials conservative.”!!

The other book, The Limits to Growth, had meteoric popular success at
its debut and is cited as the biggest-selling environmental book ever
published. It was written by a team of scientists at the Massachusetts
Institute of Technology who had been commissioned by the Club of Rome
to report on the “predicament of mankind.” The MIT team relied on the
newly emerging field of systems analysis; their data were fed into and
generated out of a computerized model called World3, designed to project
into the future the complex relationships among multiple interacting
trends. A central concern was exponential economic growth in a finite
world, and the researchers identified five key areas of crisis: “accelerating
industrialization, rapid population growth, widespread malnutrition,
depletion of non-renewable resources, and a deteriorating environment.”!?
The team used data observable since 1900 and aimed to model into the
future the dynamic interrelationships of trends in that data. They
incorporated extensive feedback between factors and the effect of time
lags on the impacts delivered. Systems analysis opened an avenue to the
modeling of nonlinear processes, a more complex undertaking than the
short-term econometric modeling routinely done by economists.

The Limits to Growth was a brief and accessible summary of the team’s
findings, which they hoped would launch a wide-ranging debate not only
among scientists but among governments and people in general. Though
their work was ultimately characterized as a “doomsday” scenario by most
economists and much of the popular press, their message was more
optimistic than that. They warned that unimpeded economic growth would
very likely collide with planetary limits within the next one hundred years



(by about 2070), but counseled that action could be taken to moderate the
impact, and that the earlier this was done, the better the prospects were for
avoiding catastrophic decline.

By 1972 the United Nations had also begun to engage with perceived
environmental dangers. In 1970 the UN General Assembly voted to
convene the first United Nations Conference on the Human Environment
and appointed the Canadian geographer Maurice Strong to head it; the
gathering was held in Stockholm in June 1972. This event was the
forerunner of the Brundtland Commission (1983-1987) and the Rio Earth
Summit (1992), as well as a host of regular conferences and specific
studies dealing with areas such as water, desertification, and renewable
sources of energy. It also gave rise to the United Nations Environment
Programme (UNEP) which later became the cosponsor of the International
Panel on Climate Change (IPCC) and marshalled scientists from across the
world to produce regular reports on the state of the natural world. UNEP is
responsible for the Global Environmental Outlook (GEO) reports, of
which the fourth, GEO-4, was released in October 2007 and the fifth,
GEO-5, coincided with the Rio+20 conference in 2012. GEO-4 expressed
warnings uncannily similar to those of the Club of Rome, the Ecologist,

and allied scholars thirty-five years earlier.!?

During a pre-Stockholm meeting of the Royal Geographical Society in
April 1972, the British government’s resource expert, Ralph Verney,
suggested that it was no longer desirable “to devote our resources to the
achievement of the highest possible growth rate.”'* At the same meeting,
Strong told British geographers he welcomed the debate brought on by
Blueprint and Limits:

We still may not know where the limits are, but we know that there are limits to the
scale of the present human population and to the scale of its interventions in the
natural system.... In the final analysis, any viable solution will be contingent upon

bold new steps to bring about vastly improved conditions of life for all people.'

Strong’s comment reflected his awareness of two crucial aspects of the
emerging environmental problem: that natural limits apply to the scale of



economic activity and that, notwithstanding such limits, latitude had to be
found to ameliorate the grim situations hundreds of millions of people still
faced. For Strong, this task would be tantamount to “rational global
management of the finite resources of the earth” on behalf of all people.

The broad direction of Strong’s approach is worth noting, since the
concept of international management was to become a major focus of
conflict over what (if anything) needed to be done. Some critics rejected
international managers—and even the UN as a whole—because of
perceived infringements on national sovereignty and checks on corporate
independence; others expressed an opposite fear, that international
managers might serve as proxies for unrestrained corporate power.'® Some
also felt the idea of technical experts managing the resources and
geophysical processes of the planet was a fantasy arising from runaway
hubris. However apt Strong’s twin focus on environment and poverty, his
solution sounded “technocratic,” and it certainly ignored the kind of free
market solution that was to gain ground in the 1980s. Strong hoped that
the governments assembled for the Stockholm Conference would make
decisions about the allocation and distribution needed to conserve and
share the resources of the earth and would establish and fund a UN branch
to carry them out.!”

Shortly after his inauguration in early 1977, President Jimmy Carter
commissioned the Global 2000 Report to the President, which directed the
US Council on Environmental Quality and the State Department to liaise
with other key government agencies in studying “the probable changes in
the world’s population, natural resources and environment through the end
of the century.”'® Canada’s Pierre Trudeau soon sponsored two parallel

reports focused on Canada’s future.!”

These initiatives—and those of the UN—demonstrate that the issues
raised by scientists and ecological economists were taken seriously among
crucial world leaders during the seventies. But by the time President
Carter’s Global 2000 was published, in 1980, enthusiasm at this level was



waning, and Ronald Reagan was soon to be elected to the US presidency.
The 1970s mark a great shift in the ideological framework that buttressed
first world national policies and global institutions. From then on,
neoliberalism gained ground, bringing with it a crusade against regulation
and an exalting of market forces over human agency, both of which were
to militate against the ongoing critique of the growth economy (chapter 6).
The neoliberals believed that growth would flow from market freedom and
that this was the best way to solve pollution and ecological degradation,
even though these were themselves the result of prior growth. Growth
slowed in this era, compared to the postwar period, but its pursuit
remained the dominant paradigm guiding economic policy almost
everywhere on earth.

Precursors to the Limits Debate: Discourses of Scarcity

Mainstream and ecological economists diverge sharply in defining
scarcity, along the fault lines of the assumptions described in chapter 2.
For the neoclassical mainstream, scarcity is always relative, always
reparable. Investment, technology, and the operation of the price system
are believed to provide substitution for every scarcity. Physical scientists
and ecological economists suggest that this account ignores the ultimately
finite character of planet Earth, as well as the essential role of energy in all
forms of extraction and production; in their framework, absolute scarcity
encroaches as essential natural resources—especially energy resources—
are dismantled.

Until the recent past, almost all human societies suffered food shortages,
intermittent in some luckier places and times, frequent in others. Even now
this condition has been transcended only by privileged sectors of the
global population and still haunts vast numbers of people. It has been
argued that hunting and gathering modes of life were less vulnerable than
the settled and ultimately stratified and urbanized communities that



proliferated over the last 10,000 years.”?’ Once communities began to
depend on farming, many contingencies could trigger famine—climate
shifts, annual weather variations, and the unintended consequences of
human efforts to mitigate the problem in the first place. In all stratified
societies, including contemporary human society, the consequences of
insufficient food production or insufficient food available at affordable
prices fall unevenly on people of different rank, class, and gender. The
inequalities in the current world economic system reflect this truism just
as, though most were affected in the recurrent famines of medieval times,
it was the poor who starved.?! Today, women remain disproportionately
disadvantaged. Women make up two-thirds of the world’s poor, two-thirds
of the world’s hungry, and two-thirds of the world’s illiterate.??

Malthus: Scarcity as a Political Tool

Though Thomas Malthus (1766—1834) was not the first economist to dwell
on the likelihood of recurrent food crises, he was certainly the most
influential in the Western post-Enlightenment tradition. Malthus lived at
the beginning of the industrial miracle, which might have delivered all of
humanity from chronic food insecurity had it been differently developed.
In the event, after two centuries of an apparently endless upward trend,
biologists began warning in the late 1940s that the miracle itself was
destroying its natural base and might collapse as a result. “Malthusianism”
is an epithet that has been commonly applied to the postwar thinkers who
have pointed to the limits of the industrial capitalist expansion of the last
250 years—a description that is not always apt.

Malthus advanced the idea of limits in the late eighteenth century on the
basis that population was growing faster than food production. Though his
status as a household word flows from this population theory, Malthus’s
stated agenda was political: to rebut utopian ideas about “the future
improvement of society,” ideas in the ascendancy since the recent
revolution in France. His examination of the mathematics of population
growth was, at least initially, incidental to this argument. His broader



objective was reflected in the title of the first version of his essay,
published in 1798: An Essay on the Principle of Population as it Effects
the Future Improvement of Society.>> Malthus’s interest in the unfettered
growth of human populations arose in relation to another of his key
contentions: that social improvement was both impossible and undesirable
since more egalitarian social arrangements would only encourage the poor
to breed more rapidly and outgrow the food supply—to their own
detriment, he asserted, as well as that of the rich.

Malthus did not tackle general limits to economic growth. He lived
before the really big surges of industrial expansion that began in the
nineteenth century and made no critique of industrial growth, resource
depletion, or environmental degradation. The limits he invoked were
agricultural limits, and he was unaware of what petroleum would one day
do for crop yields. His quasi-scientific theory held that populations
increase geometrically while the food supply expands merely
arithmetically, and that this imbalance, a putative “law of nature,” required
curbs on the breeding of the poor. Malthus invoked the population
argument to justify a punitive workhouse-centered structure for welfare.
The campaign he supported led to the Poor Law of 1834, which placed
draconian restrictions on the provision of relief.?* Malthus’s ideas and
methods bear little resemblance to the investigations of the Limits to
Growth researchers, or to the work of most of those who have warned
about environmental degradation.

Several notorious passages give insight into the beliefs underlying
Malthus’s outlook:

A man who is born into a world already possessed, if he cannot get subsistence from
his parents ... and if the society do not want his labour, has no claim of right to the

smallest portion of food.... At nature’s mighty feast there is no vacant cover for him.>

His approach to unwanted children, whether illegitimate or not, was
similarly implacable. He would deny all assistance to any child whose

parents could not provide support.?® The costs of assisting the indigent



could be avoided by allowing them and their children to starve—for their
own and everyone else’s good. He also favored separating small farmers
from their tenuous but self-supported living so that the land could be
properly exploited, advocating that a “great part” of the subsistence potato
farmers of Ireland needed to be “swept from the soil into large
manufacturing and commercial towns.” Not only was he eager to
dispossess the Irish peasantry, he was clearly unconcerned about their
subsequent fate—as he also reported that the demand for labor was
weak.”’” A keen proponent of agricultural enclosure and industrial
expansion, Malthus was squarely allied with those who had a seat at the
feast. His ruminations on population flowed from these preoccupations.

To be “Malthusian” (i.e., like Malthus) thus involves several key
elements over and above a fear of exploding population, and these are
more central to his ideas than the population theme. They include
resistance to notions of social improvement and social welfare, punitive
policies for the poor, a tendency to blame the poor for their own plight,
and recourse to speculative theorizing in the service of an essentially
political argument. Malthus’s population theory was closely associated
with his callous and elitist political views, and the label was happily
adopted by some American eugenics organizations in the nineteenth and
early twentieth centuries; for these reasons, the term “Malthusian” is often
used pejoratively. The expression works as a shorthand not simply to
denote fear of exponential population growth but also as a label for those
who appeal to questionable science, are empirically wrong about limits,
favor the rich and powerful over the poor, or are grotesquely inhumane.
Some of the scientists who began raising the alarm about ecological
damage from 1946 on were vulnerable to parts of that description, but for
most it doesn’t really fit. Few could be accused of poor science, few were
advancing any explicit political agenda, and all had concerns that went
well beyond population or its control.



Osborn and Vogt and Their Critics

Fairfield Osborn and William Vogt, both biologists, issued the first in a
long line of postwar science-inspired warnings. Both argued that free
enterprise and the profit motive were inimical to the natural world and,
though they did not much use the word “capitalism,” they wanted to see
extensive regulation of “free enterprise” in the interests of all citizens.

While concerned about escalating rates of population growth, Osborn’s
big worry was the degradation of the soil—in cropland as well as forests
and water catchments. The soil was a living thing, he argued, not
ultimately amenable to cure by chemistry: “the earth is not a gadget.”
Osborn also pointed to what Marx had earlier called metabolic rift—the
“steady movement of organic material to towns and industrial centers—
there to be consumed or disposed of as waste but never to go back to the
land of origin.” Instead, it poisoned rivers and ran to waste in the ocean.?®
The sources of human life were being choked by what Osborn described
as ‘“vast industrial systems” proliferating at frightening speed. One can
only guess at what he might have said about the situation sixty-five years
later.

Long before more recent researchers such as Joseph Tainter and Jared
Diamond, Osborn reviewed historical agricultural disasters and declines,
and concluded that the main causes of these failures lay in the headlong
destruction of forests, the overgrazing of grasslands, and the pressure that
was exerted on the land when cash crops were grown for export. He was a
forerunner of the emphasis on sustainability and thought that renewable
resources were the property of all the people and should be deployed for
the benefit of all, through government planning and regulation. In pleading
for the protection of the public lands of the western United States, he
described as theft the depredations of interest groups such as cattlemen

and lumbermen.?’

Vogt’s position was broadly similar, though his use of words like
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“backward,” ‘“ignorant,” “illiterate,” “hordes,” and “Japs” conveyed an



explicit belief in white racial superiority. He regarded medical
improvements as a tragedy that would only perpetuate the tribulations of
the poor by allowing more of them to survive. However, he explicitly
called on Europe and North America to curb their populations as well. He
described Europe as a long-term parasite on the rest of the world—it had
not been able to feed its own for centuries and had survived only because
of its extractive relationship to its colonies. He too was deeply worried by
soil erosion and the disruption of water supplies by clearing, overgrazing,
and overpumping. Like Osborn, Vogt pointed to the irrational “system of
sanitation which every year sends millions of tons of mineral wealth and

organic matter ... to be lost in the sea.”’"

Vogt laid much of the blame for this decline at the door of the “free
enterprise system” and its economists, who did not include “the highly
vulnerable biotic potential” in their concept of capital. He argued that
America had been living on its resource capital since 1607 and warned
that resources are renewable only if they are managed on a sustained-yield
basis. The pursuit of profit, he thought, encouraged profligate practices.
Vogt also saw the extractive colonial system ruining the land of Africans,
who were, he argued, being forced to produce crops for export. Though he
did not use the term, Vogt pointed to the immense ecological footprint of

European cities.>!

The responses of economists varied from utter scorn to a plea for
economics to embrace and deal with the issues raised, a pattern that would
be duplicated when Limits to Growth was published twenty-five years
later. Time magazine panned Vogt’s book as “neo-Malthusian
propaganda,” arguing that soil can easily be “created.” The Stanford
University agricultural economist Karl Brandt was also contemptuous,
calling the book “deliberate propaganda,” describing it as “bad,”
“immoral,” “distasteful” and “irresponsible,” and arguing that Vogt had no
understanding of the “basic issues of the creation of wealth.” The resource
economist Joseph Fisher, on the other hand, while critical of Vogt’s
“purple prose” and “sweeping generalizations,” accepted the existence of



“fundamental dangers” and pointed to the need for economic theory to
cover resource conservation more adequately and to look at the economic
advantages conservation might bring.>> Fisher went on to head the think
tank Resources for the Future, which explored the policy implications of
these issues and was involved in the development of environmental
economics as a distinct field. Environmental economists argue that
negative externalities (unaccounted costs) can and should be integrated
into mainstream economic thinking through various techniques for pricing
nature into the economy.

While 7ime magazine and Brandt attacked Osborn and Vogt for calling
into question free enterprise economics and the efficacy of scientific
progress, equally vehement condemnation has also come from the Left,
where Osborn and Vogt have been seen as neo-Malthusians and ideologists
for strategies of international domination by Western capital, such as the
emphasis on population control instead of land reform and the US-based
Green Revolution initiatives that commercialized third world farmers’
lands (box 3.2).> Marxist anthropologist Eric Ross argued that, as the
taint of Nazism drove eugenic ideas underground, “the principal vehicle
for Malthusian fears became, instead, the threat of environmental
catastrophe.”34 Osborn’s book, he claimed, heralded this shift.

Box 3.2
The Green Revolution: Ambiguities

The Green Revolution of the fifties and sixties commercialized land in
many third world countries. Though successful at increasing output per
worker (and total output of selected grains) and at connecting third world
agriculture to the world market, the Green Revolution did not always
provide actual food to the hungry. Soybean production expanded in
Brazil at the expense of subsistence crops of black bean and rice, a
process paralleled in India, where per capita availability of the coarse




grains and pulses eaten by the poor was halved between 1956 and 1987.%
Where agriculture serves export markets and access to food depends on
access to money, overflowing granaries can occur alongside famine. The
transition from labor-intensive subsistence farming to energy-intensive
crops for sale substituted market risks for the age-old risks associated
with the weather.

The Green Revolution’s high-yielding varieties of grains required
more fertilizer and pesticide and much more water than traditional crops,
imperatives that undermined the viability of small peasants, who had no
cash for such inputs. As farms were consolidated and cash crops planted,
millions of smallholders were severed from subsistence livelihoods. In
the Philippines, for example, by the 1970s, 55 percent of the entire
farming acreage was devoted to export crops such as sugar, rubber, and
coffee, while fertile land in Colombia was turned over to growing
carnations for the United States, earning a million pesos a year,
compared to only 12,500 for corn. These profitable enterprises were
usually owned and controlled not by small farmers but by foreign

agribusiness and local landowning elites.”

In India, traditional tanks, which had harvested the monsoon rains and
provided villages with water for thousands of years, fell into disrepair,
supplanted by electric and petrol-driven pumps. The hand pumps of
poorer farmers soon failed to reach the falling water table. Aquifers
throughout northwest and southern India declined rapidly and continue to
fall every year, at rates of a meter or more; by now, many are saline or
overexploited, and even electric pumps cannot tap usable water in many
districts. The aquifers of China underwent similar depletion, with annual
falls of three meters and more reported for Hebei Province on the North
China Plain in 2001.° The Green Revolution shifted agriculture toward
the industrial model, establishing monocultures of water-hungry crops,
and mined the groundwater, much of which will not be replenished
during the lifetimes of the living.




Notes

a George 1976, 93; Douthwaite 1999, 250.

b George 1976, 172. Ownership of land in third world countries is often
heavily concentrated in elite hands, partly an effect of colonialism. In
1996, for example, 2 percent of Guatemala’s people held 63 percent of
the good land, and 0.8 percent of Brazil’s owned 43 percent (Athanasiou
1996, 54). The US invasion of Guatemala in 1954 was undertaken to
protect unused lands owned by the United Fruit Company which the
government wished to redistribute to peasant farmers. This action was
taken despite the provision of due compensation (Greer and Singh 2000),
an indication of the level of resistance to land reform.

¢ Shiva 2002, 14; Sengupta 2006; Brown 2008, 70.

Hardin and Ehrlich—*“Neo-Malthusians”?

Among the concerned biologists of the late 1960s were some who put
forward extreme policies to combat ecological decline, policies that were
destined to alienate nearly everyone across the political spectrum. Though
not identical to the prescriptions of Malthus around 1800, there were
similarities, perhaps the most striking being the fact that members of the
privileged classes of the world were offering solutions exhibiting
considerable indifference to the actual real-world fate of the rest.

Garrett Hardin published his enthusiastically reprinted “The Tragedy of
the Commons” in 1968 and his notorious “lifeboat” essays in 1974; Paul
Ehrlich’s Population Bomb also came out in 1968. Both Hardin and
Ehrlich were biologists, both took more overtly political stances than most
of their scientific colleagues, and both had a lot to say about population.
Ehrlich’s gloom about the immediate future left his predictions (which



turned out to be wrong, at least in their timing) open to “doomsday”
labeling.

Hardin’s so-called tragedy of the commons lies in the notion that, when
many individuals compete for their own personal gain in the use of an
unmanaged common resource, overuse will inevitably result: “freedom in
a commons brings ruin to all.”>> The commons—or common property—of
human societies has varied with the nature of the society. Before settled
communities evolved, virtually all natural resources, including the land
and its fruits, were the common property of a resident tribal group. In
these societies, land could not be bought or sold, and people belonged to
the land rather than vice versa. Even after the transition to tributary and
feudal societies, most peasants had traditional access to large tracts of
land. In Europe, it was the successive waves of enclosure that transferred
these commons to private hands and deprived Europe’s peasants of
essential elements of their subsistence, such as pasture, game, and
firewood. Indeed, enclosure has been one very prominent aspect of the
transformation of property ownership during the history of the past five
centuries or so. In 2014 the remaining commons are those that have been
difficult or impossible to enclose and privatize. World oceanic fish stocks
are an example of this kind of commons, as is the earth’s atmosphere—
into which carbon dioxide (among other pollutants) has been poured at
will, without any check or price paid. Robert F. Kennedy Jr. has argued
that the pollution of the atmosphere is an example of de facto
privatization, representing the theft of these commons by corporations,

especially those operating coal-fired power stations.>®

Quite erroneously, Hardin used the extensive feudal commons as the
template for his tragedy. These were not, in fact, an instance of unmanaged
commons subject to overexploitation but a common resource controlled by
community mores and traditions and in practice not vulnerable to ruination
by overexploitation.>” Hardin’s elision of historical common property with
the modern global commons brought into play by postwar capitalism (fish
stocks, atmospheric absorption, and so on) served to suggest that human



nature itself, assumed to be governed by human greed, was the underlying
problem and one consistent across human societies for centuries. The work
of historians of the medieval commons and that of Vandana Shiva®® in
relation to traditional Indian irrigation systems—where water was
regulated and conserved at the level of the village—shows that humans
have been and remain capable of social and political arrangements that
protect their shared resources. Elinor Ostrom, who shared the 2009 Nobel
Prize in Economics, spent much of her career studying the management of
what she termed common pool resources. Ostrom showed that even
though cooperative management is not easy and success is not guaranteed,
it i1s still often achieved in practice, through local negotiation and
organization.>” The perception expressed by both Osborn and Vogt—that
free enterprise competition in the pursuit of profit has been the main
source of extreme pressure on common resources—seems far closer to the
actual historical tragedy than Hardin’s medieval tale.

Hardin’s argument has, however, served as ammunition for those
economists who believe that all commons should be privatized to the
maximum extent possible. In this view, private individuals should own and
control the commons, because private ownership will supply an incentive
to use the resource wisely and avoid the “tragedy” of overuse. Under this
logic, popular with the emerging neoliberal ideology, private ownership
should be extended to water supplies, rivers, forests, and everything for
which ownership can possibly be designated and enforced.

In the “lifeboat” essays of 1974, Hardin went further and proposed that
rescuing the drowning multitudes in the metaphorical lifeboats of the
industrial world might afford “complete justice,” but would also lead to a
“complete catastrophe” in which everyone would drown (i.e., starve).
Hardin thought food aid only encouraged the poor of the global south to
breed, similar to Malthus on the subject of aid to the poor in Britain
around 1800. While he acknowledged colonial expropriation, he aimed to
draw a line in the sand, resisting the notion of redressing past wrongs. Like
Malthus, he thought that “we cannot safely divide the wealth equitably



between all present peoples, so long as people reproduce at different
rates.”* In saying this, he ignored the question of the differential
consumption rates of the “drowning multitudes” of the third world and the
lucky people who already occupied the lifeboats.

Ehrlich’s Population Bomb (1968) examined ecological deterioration,
the pollution of air and water, and the depletion of nonrenewable
resources, as well as population growth, but emphasized population
control as the most pressing requirement to relieve the pressure on the
environment. Ehrlich announced that food production could not keep pace
with population and that “the battle to feed humanity” had been lost—a
claim that focused on the idea of “too many people” and overlooked the
relationship between people and their access to land, which might afford
them a livelihood. Though his prediction turned out to be somewhat
premature, he recently pointed out, in his own defense, that any of the 200
million or so people who have starved to death in the interim would be
entitled to argue that the battle had indeed been lost.*!

At home in the United States, Ehrlich recommended population control
—by compulsion if voluntary methods failed. Once successful at home, he
proposed “triage” for the rest of the world: the United States would help
countries that it judged to be capable of reaching “self- sufficiency” with a
program of birth control, agricultural intervention, and industrialization in
suitable cases. The rest of the world (which he thought might include
India) should be abandoned.*’ In some cases, local insurrection and the
secession of more promising parts of the triaged countries would be
welcomed and even assisted. Ehrlich’s agricultural strategy hinged on
training local residents in developed world agricultural methods and
introducing these to the poor. Ehrlich did not mention the Green
Revolution but advocated its methods—which relied on significant inputs
of fertilizer, pesticides, and machinery, largely dependent on petroleum, as
well as on far more water than traditional methods had required. Such off-
farm inputs had already supplanted human labor and turned first world
farming over to corporate control during the twentieth century. While the



Green Revolution did increase gross food production, it also had
disastrous effects on groundwater, soil fertility, and the viability of small
farmers.

Neither Hardin nor Ehrlich shrank from advocating coercion; their
politics, which influenced the agenda and values of the early environment
movement, has been described as “undemocratic, authoritarian,
pessimistic, repressive, illiberal, static and closed.”*® Hardin certainly
merited much of this reproachful description—as well as the “Malthusian”
tag. The Ehrlich of that era, whose triage recommendations sounded
similar, did not, however, believe that the rich should make their getaway
in the boats and leave the rest to drown. Subsequently, he revised and
reassessed his findings. Moreover, the egregious policies spelled out by
Hardin in particular were not broadly generalized throughout the work of
other scientists, especially in the work commissioned by the Club of
Rome, to which I now turn.



The Limits to Growth and Its Critics

The latest wave of environmentalism may turn out to be a fad.... It may also be a
result of the first glimmerings of human understanding about total systems and the
first human perception of the worldwide negative impact of man’s activities on the
ecosystem.

—Donella Meadows, Dennis Meadows, Jergen Randers, and William Behrens III,
1973

Soon after the Club of Rome was founded in 1968, it instigated the Limits
to Growth project. The Club of Rome was an exclusive think tank, the
creation of the Italian industrialist Aurelio Peccei in association with the
Scottish scientist Alexander King. They brought together a select group of
prominent, mostly wealthy individuals who wanted to address what they
called the problematique, translated as “the predicament of mankind”: how
could growing populations, locked into ever-expanding industrialization,
avoid immense (if not terminal) environmental degradation, exhaustion of
the resources on which everything depended, and the social chaos that
would be likely to follow? They were primarily intellectuals, businessmen,
and bureaucrats grappling with the problems of a world that had just been
through two whirlwind decades of unprecedented economic growth and
was apparently on the verge of more. Peccei described himself as
“perplexed and worried by the orderless torrential character of this
precipitous human progress.”1 They were conscious of the warnings of
scientists that all was not well with the natural environment, and skeptical



about indefinite expansion of industrial production as the template of
economic development for the world’s burgeoning populations. Above all,
they wanted to stimulate a much longer-term perspective—something little
seen in policymaking anywhere. For this, they aimed to instigate public
awareness of these questions and to advance public debate.

In the UK, the editors of the Ecologist took up these same questions in
their first issue of 1972, with the essay soon republished in book form as 4
Blueprint for Survival.”? They drew on the work of ecological economists,
scientists who were worried about environmental decline, and the Limits to
Growth team itself.

Criticism of The Limits to Growth was multifaceted. It ranged from the
accusation that the Club of Rome was a covert agent of international
capital, across questions about the nature and validity of the model, to
acknowledgment of the need to address very real problems. Much of it,
however, especially from economists, was unmitigated abuse and
denigration, often mixed with outright denial of the existence of the
problem under consideration; much of it also asserted an unwavering faith
in economic growth and indefinite material progress.

Rhetorical Attacks

When Limits to Growth was published, to considerable fanfare and
advance publicity, responses from scholars in the sciences were generally
favorable. Scientists also aligned themselves with 4 Blueprint for Survival.
The UK edition began with an explicit statement of support from thirty
prominent scientists across the natural, physical, and medical sciences
from several countries; a further 150 signed a supporting letter to the

London Times shortly after publication.’

Mainstream economists, on the other hand, were unimpressed, so much
so that “Club of Rome” became an epithet of scorn—and remains so to the



present, especially within economics. Even at the outset, when both the
public and many institutions in the developed world were relatively open
to these ideas, economists went on the attack. One explanation for their
reflexive hostility came from Robert Gillette of Science magazine, who
covered the star-studded launch of Limits at the Smithsonian Institution. A
critic of the “messianic impulse” he attributed to the MIT team, Gillette
argued that the “assumption of inevitable economic growth” constitutes
“the very foundation” of the profession of economics,* perhaps explaining
some of the intensity of the assault from that quarter. Curiously, in light of
its academic context, the criticism from economists was characterized by
several lines of attack that fall under the general banner of tirade rather
than argument. The most prominent of these were simple ridicule and
accusations of both catastrophism and Malthusianism.

Wilfred Beckerman, who had just been appointed to the political
economy chair at University College London, adopted a derisory attitude
from the start, dubbing Limits “brazen impudent nonsense” and a
“ludicrous study.” He also quoted fellow economists calling it “spurious
scholarship” and “computerized mumbo-jumbo” and claimed that “since
the natural scientist is not concerned with human beings, the relationships
that he studies are not of the kind that are amenable to human policies.””
His dominant tone was mocking and disparaging, a tone that persisted
through his subsequent decades-long defense of the neoclassical
orthodoxies. Beckerman published his 1974 celebration of economic
growth in the United States under the title Two Cheers for the Affluent
Society: A Spirited Defense of Economic Growth.® He went on to debate
Daly and others in academic journals over concepts of sustainability and
published a further withering assessment of environmentalists’ ideas in
1995 (Small Is Stupid). Beckerman was not the only academic who
resorted to ad hominem attacks rather than rational critique. For example,
John Koehler, then at the Rand Corporation, suggested “fraud,” “fantasy,”
and “fudge” were involved, and the sociologist Robert McGinnis



described Limits as fostering ‘“that faddish hysteria which passes as
concern for The Ecology.”’

In the same vein, many economists applied the “doomsday” label.
Mention of Doom, Doomsters, Doomsayers, Ecodoom, Hysteria,
Catastrophism, Disaster, End of the World, Chiliasts, or Apocalyptics
(usually capitalized) appeared in a great number of articles on the subject,
mainly from economists.® The celebrated British physicist John Maddox
was one of the few scientists who adopted this terminology; he called his
polemic The Doomsday Syndrome. The University of Sussex’s Science
Policy Research Unit published a book of essays by economists and
others, including a few scientists; this book too was peppered with “doom”
and its cognates, and in the United States was titled Models of Doom.’ So
persuasive was this avalanche of “doomster” terminology that even
ecologically aware analysts have adopted the doom/doomsday shorthand
to refer to the Limits warnings of the early 1970s.!°

bl

“Doomsday” originated as a Christian concept referring to the Last
Judgment at the end of the world, an idea based on faith rather than on
science. Discourse about doom and apocalypse is inappropriate from the
point of view of academic or scientific values and in any case suggests
derangement, religious obsession, and irrationality. It implies that the main
thrust of the researchers is the circulation of prophecies designed to
inculcate fear rather than a serious attempt to explore the likely
consequences of continued economic growth. This kind of rhetoric has
been effective in blunting the impact of the critique of growth and remains
popular with think tanks and economists today.

The epithet “Malthusian” (sometimes “neo-Malthusian”) was applied to
the MIT team in a manner similar to how it was used against Osborn and
Vogt. The accusation that the Limits authors were merely repeating the
ideas of Malthus acted as another easy shorthand whereby concerns about
possible limits could be dismissed without further argument.'! Again, it
was not only the neoclassical economists who dealt out the Malthusian



label; many Marxists were equally skeptical about the idea of limitations
on human “progress” (box 4.1).

Box 4.1
Marxists and Growth

Despite the exploration of what he called “metabolic rift” in his later
work, Marx himself was firmly embedded in the mid-nineteenth-century
“material progress” ideology of industrial capitalism and did not foresee
any serious limits to economic growth. Following this trajectory, most
Marxists embraced the promise of scientific and technological advance
fully and saw no constraints on industrialization throughout the world—
at least under socialism. Concerns about population growth,
environmental damage, and resource depletion were sometimes seen as
symptoms of a reactionary collusion with the ruling class and as
distractions from the real issues of poverty and imperialism. The
“ecology movement” was thought to embody the misguided foolishness
of “Malthusian pessimists.”® Although some Marxists were less
dismissive, acknowledging that modern capitalism “threatens all the
natural bases of human life,” most insisted that a radical redistribution of
wealth and resources under socialism was the crucial requirement.”

Marxists have been especially dismissive of the case for population
policy, an attitude that continues in much ecosocialist thinking today.
Some socialists, however, have sought to reconcile their Marxism with
concern for ecological decline. The Welsh critic Raymond Williams
noted the “triumphalist arguments about production” embraced by many
socialists, especially in North America. Williams accepted what he called
the “fact of material limits” and called for negotiated reductions in first
world consumption so that redistributive justice could be ecologically
accommodated. ¢




Meadows and colleagues never suggested that population was the
paramount issue; they saw it as one of several vital problems and were
fully aware and deeply disturbed that existing patterns of economic
growth were not lowering levels of poverty. They argued that a stationary
state economy with a stabilized population would give humanity a better
chance of providing for the basic needs of all.° Though they did not
specify how such redistribution might be achieved, they regarded
freedom from hunger and poverty as mandatory and were hardly
apologists for international capital.

It is a strength of the ecosocialist analysis, however, that it draws
attention to redistribution and makes this a central aspect of realizing
environmental objectives. Most ecosocialists have favored global
reallocation, and some, like Williams, have advocated a severe
contraction of Western consumption as well. These priorities parallel the
work of the “ecological footprint” theorists who emerged in the 1990s
and of advocates of “contraction and convergence” approaches to carbon

emissions.f

Ecological commentary from the Left, however, has often argued that
redistribution under socialist organization will solve most if not all
problems of scarcity and degradation. In this argument, the elimination
of production for profit rather than for need will remedy capitalist waste,
and concern about natural limits will become redundant. This approach is
partial and less helpful than it could be, since both avenues seem vital to
any genuinely regenerative outcome.

Notes

a Fuchs 1970.
b Enzensberger 1974, 28.
c Angus and Butler 2011; Monbiot 2009; Pearce 2010.




d Williams 1982.
e Meadows et al. 1972, 183—-18&4.
f Wackernagel and Rees 1996; Athanasiou and Baer 2002.

Early Criticism of the Modeling

The relatively new nonlinear modeling pioneered by Jay Forrester at MIT,
and further developed by the MIT team, was one common target of critics.
Some were skeptical about the complexity involved in the feedback
mechanisms, and one such critic satirized the “mind-bending flowchart™ as
resembling “a diagram of one of the secret plays that President Nixon sent
in to the Washington Redskins.”!?> Many argued that the entire model was
merely a construct of the Club of Rome’s preconceptions—*“Malthus with
a computer,” or “garbage in, garbage out.”'> The MIT researchers
conceded that their models were pioneering a new field and were
definitely “not perfect,” but insisted that an exploration of interconnected
processes, including those with delayed effects, was essential to a proper
understanding of the dynamic behavior of a complex system such as the
real world. Models, they argued, are simplifications by definition, but
models offer explicit assumptions that critics can scrutinize far more
effectively than the entirely unexamined preconceptions that normally
underpin policy decisions affecting the world for decades ahead.'* The
data the project used from the previous seventy years were also panned as
inadequate, though no critic indicated where better data could have been
obtained—the world was far less forensically measured before 1970 than
it is today, and even less again before World War II.

Economists often stated that the model failed to incorporate price
mechanisms and technological advance, which are supposed to solve



problems of scarcity automatically by creating incentives for innovation
and substitution. The MIT team of researchers wrote an extensive reply to
their critics in which they acknowledged that price and technology were
not specified separately in the long-term aggregated model but were
explicitly included in the submodels they had used to explore precisely
these factors. They agreed with the economists that price does function as
a signal of scarcity and an incentive to solve it. They argued, however, that
price is merely a link between scarcity and society’s response to it; price
was one of many feedback mechanisms explored in the submodels and
implicit in the aggregated model. And, they pointed out, it was not a
failure to specify technological advance that led to collapse in the MIT
scenarios but just the reverse: some of the scenarios led to collapse
“because of the accumulated costs and side-effects of technical
successes.”'> Here again we see the gulf between economists and physical
scientists. The positive influence of technical innovation is an
unchallenged assumption of the growth agenda. Even if it seems to lead to
environmental catastrophe, its proponents remain confident of its ability to
solve its own problems.

Resource economists were less dismissive than other economists and
tended to approach the debate as a conventional argument about facts.
Alan Kneese and his colleague Ronald Ridker at Resources for the Future
conceded that economics needs to take resource inputs and pollution
outputs into account. They were interested in quantifying what they called
negative externalities—the uncounted costs of the environmental side
effects of production. Like most economists, they believed the MIT model
had failed to incorporate price mechanisms and technological advance, but
they did not deny that resources are ultimately finite and that collapse is a
possible outcome of unfettered growth. They thought that pollution,
specifically the increasing concentration of CO, in the atmosphere, was

more likely than resource scarcity to impose limits on economic growth. '



Models: The Clash of Assumptions

The prominent US economist William Nordhaus directed his critique of
the modeling at Jay Forrester, who built the initial World1 and World2
models and published World Dynamics in 1971.!7 Although he frequently
referred to Malthusianism and subtitled his 1973 article “Measurement
without Data,” Nordhaus did make a more serious attempt to engage with
the system dynamics work than most mainstream economists. He and
Forrester were, nonetheless, bedeviled by the clash of assumptions
discussed in chapter 2.

Nordhaus faulted Forrester for ignoring “standard economic
terminology,” substituting “vague and often confusing” language, and
drawing his conclusions “without the scantest reference to economic
theory.” For Nordhaus, Forrester’s work was a “major retrogression from
current research in economic growth theory.”!'® In their response, Forrester
and his coauthors, Gilbert Low and Nathaniel Mass, were equally unhappy
with what they characterized as Nordhaus’s “static and geometric frame of
reference,” which “overlooks the long-term processes of technological
change and resource constraints clearly embodied in the World Dynamics
formulations.” They argued that Nordhaus simply “does not recognize the

dynamic behavior of multiple-loop feedback systems.”!”

Forrester and his coauthors located resources and prices within a long-
term process occurring in a geophysical context; they assumed the
ultimately finite character of resources, and focused on the gradual
increase in the level of difficulty of extraction: “Greater effort in men,
capital and management as stocks are depleted, mines become deeper, oil
fields shrink and become harder to find, [and] more waste material must
be handled.” This is not a concern with relative scarcity, amenable to
substitution and reallocation by price adjustment; they are talking about

absolute scarcity.’’ As noted previously, neoclassical economists do not



acknowledge any absolute scarcity, and even if not all are quite so
“cornucopian” as the pro-growth economist Julian Simon, all are
convinced that price solves shortage and that the market will manifest
solutions. In Forrester’s universe, price rises “do not insulate users from
shortage ... [but merely] impose the consequences of shortage.” Forrester
and colleagues cited an eminent economist and reserve bank governor,
Henry Wallich, who warned against blind faith in the price system, which,
he thought, might not be timely in responding to the threat of actual

resource scarcities (see box 6.2).%!

Forrester and the Limits researchers who amplified his model embraced
the assumption that it is essential to include the biophysical basis of the
human economy if any reasonably accurate account of its longer-term
future 1s to be delivered. They were perfectly open about this. They aimed
to integrate economics and natural systems. They assumed that resources
are not infinite. Many of the criticisms of economists arose from their
assumption that economics is not part of a larger system and ecological
factors are not necessary or relevant to economic models (unless
environmental issues are under specific investigation).??

Criticism by Denial

Beckerman and many other economists denied the existence of any serious
problem of any kind at all. These men claimed that technological progress
always provides new resources—which must therefore be regarded as
infinite—and denied that there is any connection between production and
pollution.

Carl Kaysen, then at Harvard, expressed his technological confidence in
a nutshell: “it can be shown that the finiteness of the earth does not in
itself set limits to what technology might accomplish.” Kaysen asserted
that, owing to technological advance, limits “are no longer fixed, but grow
exponentially.” He went on to claim that Robert Socolow had calculated



that the earth’s “available matter and energy ... could support a population
at least 1,000 times the present one at the current US per capita income
level.” The world’s population at that time was just over 3.5 billion, so
Kaysen was referring to something like 3.5 trillion people in fairly
advanced stages of consumption.?® Beckerman argued that “even though it
may be impossible at present to mine to a depth of one mile at every point
in the Earth’s crust, by the time we reach 100m AD [the year 100 million]
I am sure we will think up something”; he also quoted with approval Neil
Jacoby’s contention that “there are no foreseeable limits to supplies of
basic natural resources including energy at approximately current levels of
cost.”?* These claims emerged as articles of faith, often repeated since,
with evidence rarely cited. Crucially, as the quotation from Socolow
reflects, they treated the earth as “matter and energy” and ignored the self-
evident fact that the context that underlies all human economics is a living
medium.

Technology was put forward as the solution to both pollution and
resource constraints, though some economists simply denied that
production involves waste. Solo described the idea that pollution is a
function of technology and growth as “facile and ever-so-popular,” and
claimed that “industrially advanced economies have the capacity to
eliminate all noxious wastes ... at a cost that ... is easily bearable because
of growth.” All that was needed, he said, was “reason in politics and in
economic planning.”®> Solow was equally adamant that there is no
connection between economic growth and pollution: “that way of looking
at the problem is wrong.” Another adherent to the notion of the power of
prices, Solow thought pollution was not a consequence of production but
of an “important flaw in the price system” whereby producers were
allowed to dump their waste into the environment without paying the full
cost. Solow felt this situation could be very easily fixed by the “simple
expedient” of regulating the wastes or charging special taxes.?® It should
be noted that Solow was writing before the neoliberal condemnation of
regulation foreclosed this proposed option.



While there was some truth in Solow’s claim at that time, Meadows and
coworkers noted in their reply to their critics that economists were simply
ignoring the scale of the extraction of new natural resources, which was
doubling every fifteen years, as was the waste material being dumped into
the environment.?’ It is salutary to note that, while some of Solow’s
“simple expedients” were indeed applied to the cleanup of developed
world cities over the next few decades, those improvements were
accompanied by the accelerating pollution of industrializing countries
such as China and India. Developed environments certainly got cleaner as
heavy industry moved elsewhere, but corporations simply shifted the most
toxic industries offshore, away from Western eyes. The North Pacific gyre,
covering an area the size of Texas (or even of Australia, in one report),
with its burden of floating plastic and suspended microplastic fragments,
sourced from both North America and Asia, 1s another example of

pollution exported, and thus largely unseen.®

Growth Embraced as the Only Solution to Poverty

Numerous critics of Limits argued that economic growth is indispensable
to relieve the problems of poverty in the third world, suggesting that
concern about natural limits tramples on third world interests. The New
York Times reviewer of Limits, Leonard Silk, made explicit a common
assumption about the necessity of growth. Writing of the hundreds of
millions of people living in desperate poverty, he argued that “their
problems cannot be solved by redistribution of existing world income”™—
an axiom that required no further comment or evidence and that presaged
the campaign to “grow the pie, not slice it differently.” Thus, “economic
growth will be essential to prevent worsening misery, starvation, chaos
and war.” Silk did acknowledge that some sort of action was needed to
conserve the environment and recommended a social revolution in which



growth would continue but the goal would somehow shift from “quantity”

to “quality.”?’

Most economists, however, placed no such qualifications on their hymn
to growth. Most did not even mention redistributive options, and those
who did dismissed them out of hand. Solow considered redistribution
totally impractical and unrealistic, and, though he acknowledged that
equity would not automatically follow from growth, he believed there was
no hope at all without it: “The only prospect for a decent life for Asia,
Africa and Latin America is in more total output.””’ Beckerman
concurred: “A failure to maintain economic growth means continued
poverty, deprivation, disease, squalor, degradation and slavery to soul-
destroying toil for countless millions of the world’s population.”*! The so-
called “plight of the poor,” with accelerated economic growth as its sole
solution, would become a core strand of antienvironmental rhetoric
throughout the subsequent decades—and remains so today, as
commentators endlessly enthuse about growth “lifting millions out of

poverty.”3?

These arguments for economic growth drew support in the third world,
partly because for centuries, there had been valid grounds to be suspicious
of first world plans and prescriptions—Ilimiting growth could be seen as
yet another; and partly because wealthy elites remained in control of many
developing economies, where their interests coincided more closely with
their brethren in the global north than with their own populations,
composed largely of peasant farmers. But the rejection of limits thinking
and action has not worked automatically in favor of the people of the
global south, as it was said to do; rather, the energy- and resource-
intensive production techniques of the developed economies have been
transplanted almost everywhere; energy-intensive corporate agriculture in
particular has dispossessed yet another tranche of the global peasantry and
driven it into the megaslums that arose in the late twentieth century
(discussed in chapter 9).



The MIT team was explicit in rejecting the idea that economic growth
was necessary to assist the poor—or even that it was likely to do so. Quite
the reverse: “Historically at least, growth of population and of capital has
been correlated with the concentration of wealth and with rising gaps in

the absolute income of the rich and the poor.”3?

Several factors influenced the dismissive reaction to the scientists who
issued the warnings of trouble ahead. A tendency to overstatement did a
disservice to their own cause and facilitated the ‘“doomster” label.
Ehrlich’s predictions of looming food shortages and concomitant violence
in the immediate future turned out to be exaggerated, though the
population did grow at rates close to those he predicted, and, though
premature, Ehrlich was not really wrong about prices. In the first five
years of the new century, key metals such as copper, nickel, and gold
doubled or tripled in price, as did oil and natural gas, while grains were
not far behind, and continued to rise as the developed world pursued
biofuel substitutes for petroleum.>* These increases reflect the precise
situation described by the MIT team: expanding growth in demand
unmatched by supply expanding at a similar rate.

Hardin’s harsh ideas made ecologists an easy target for Right and Left,
north and south—but especially for the Left and representatives of the
third world. The “lifeboat” essays were understandably repugnant to
people who were seen by Hardin as the irresponsibly breeding poor, much
as Malthus had seen the English poor in 1800. His lifeboat ethics—the
equivalent of throwing the world’s poor to the sharks—were analogous to
Malthus’s ethics, which had justified incarceration in a workhouse.

The technocrats, such as the Club of Rome founder Aurelio Peccei and
the staff of UN agencies concerned with the same problems, were a
different case. Despite accusations that they were in league with predatory
capitalism,> people like Peccei and Strong had no intention of throwing
anyone to the sharks. Quite the reverse: like Carter and Trudeau, this
group of so-called doomsayers wanted to measure and assess the crisis



ahead and build an effective management plan that would preserve hope
for the postcolonial world. There is certainly room for a critique of
management: it i1s quite possibly a fantasy that humans can, ultimately,
manage the earth, and faceless managers dictating the course of the world
economy are not susceptible to any democratic accountability. It is ironic
that organizations such as the World Trade Organization, the World Bank,
and the International Monetary Fund—as well as the giant corporations
themselves—which exert determinate influence on the world economy, are
just as undemocratic as the managers envisaged by Peccei, and probably
far more so.

The Club of Rome, the Meadows team, and ecological economists in
general challenged the wisdom of unfettered growth as the postwar
explosion took its toll. In part II, I return to the beginning of the twentieth
century to look at the strategies cultivated by business to guarantee that
growth: the construction of consumerism early in the century, the
neoliberal “revolution” after the crisis of the 1970s, and the pursuit of
“development” in the third world from the end of World War II.



II

Chasing Growth

A rising tide that lifts all boats drowns those who have no vessel.

—NModern proverb of uncertain origin

Growth and Consumerism

The development of consumer societies meant the erosion of the traditional values and
attitudes of thrift and prudence. Expanding consumption was necessary to create
markets for the fruits of rising production.

—Sharon Beder, 2004



Growth and Capitalism

As outlined in chapter 1, one great innovation of capitalism that set it aside
from all earlier trading systems was the wholesale application of the
economic surplus to the expansion of production, setting in train a regime
of accumulation, a dynamic of ongoing growth, and a route to what looked
like ever-increasing wealth. It established a system that depends on
expansion just to keep going.

The basic financial apparatus for corporate capitalism had already been
created during the mercantile era—the limited liability stockholding
enterprise. The Australian journalist Murray Sayle, writing about the
symbiotic relationship between the capitalist system and hydrocarbon-
based industrial technology, locates the genesis of capitalist finance as we
know it in the United East Indies Company (Vereenigde Oost-Indische
Compagnie, or VOC), founded in the Netherlands in 1602 and chartered
by the government.! For the first time, investors put money into an entity,
not toward a specific venture or voyage; their liabilities were confined to
the amount they contributed, and the investment could be traded at any
time on the local commodity market. In this way, tradable shares in a
corporate body began. The system depended on growth to function:

The new system showed a well-marked, still powerful feature—to attract more
investors, and satisfy the existing ones, the enterprise had to have, or seem to have,
rapid continuous growth, the only inducement to offset the risk being the investors’
expectation of getting more out than they had put in. The VOC duly expanded at high

speed.2

The ventures of the VOC had no pretensions to being beneficial for the
broader society; it provided a vehicle for individual gain.

As coal-powered industrialization took hold in the late eighteenth
century, however, it began to be argued, famously by Adam Smith, that the
individual’s pursuit of self-interest is a boon to society as a whole. Though



Smith’s approach was not quite as clear-cut as this might sound,® he did
see the stimulation of demand—of what amounts in the long run to
unbridled consumption—as an advantage for nations, since increasing the
scale of consumption could elicit production on a scale that would invite
the efficiencies of specialization and division of labor, and thus drive
economic expansion. In this sense, the industrial capitalist era has
harnessed desire, with its complex individual peculiarities, to supplant
basic survival needs as the driver of economic growth. This switch was
central to Smith’s new theory of the origins of the wealth of nations.
Rather than being a matter of balancing the international books, acquiring
territory, or building up reserves of gold and silver (as the mercantilists
had thought), wealth could now be understood to flow from unleashing
desire and setting it loose in the marketplace of material goods. By the late
eighteenth century, it was possible to consider the pursuit of luxury as
advantageous for society as a whole.*

Even if Smith’s approach was ambiguous, neoclassical economists later
emphasized self-interest to the point of equating it with greed, and of
valorizing greed as a driver of progress and a progenitor of welfare for
all.> This does not, of course, automatically follow. Capitalist enterprise is
run for profit rather than to meet human needs, and even though the two
may coincide, there is no intrinsic reason why they should; if there is a
conflict, profit will almost always be preferred. Profit can be increased by
expanding production to embrace economies of scale, by minimizing costs
(including those paid for labor and resources) and maximizing production
(often by technological innovation). Efficiency will therefore be pursued
to the extent that it achieves these ends. Efficiency, a core concept for
neoliberalism (see the next chapter), means efficient profit-making. It is
not focused on efficient production or the avoidance of waste. There is no
motive internal to capitalism that renders the avoidance of environmental
degradation a necessary consideration. As the preeminent free marketeer
Milton Friedman has argued, “There is one and only one social
responsibility of business—to use its resources and engage in activities



designed to increase its profits so long as it stays within the rules of the

game.”

Corporations function on behalf of their shareholders (and other direct
stakeholders to some extent); corporate law in Australia, for example,
requires company officials to operate “in good faith in the best interests of
the corporation,” and courts construe this to mean the shareholders.
Though other so-called stakeholders, such as employees or customers,
might occasionally be regarded as relevant by some directors, corporations
are not required to take into account the broader society, the natural
environment, or the common good.” Indeed, in some circumstances, profit
maximization requires that environmental degradation, and even public
health, be ignored, as in the notorious case of the Ford Pinto, where
hundreds of drivers burned to death because Ford’s cost—benefit analysis
indicated that settling the resultant lawsuits was cheaper than retooling the
assembly lines.® When fishermen and their families died of mercury
poisoning on the shores of Japan’s Minamata Bay in the 1950s, the Chisso
Corporation polluting the harbor initially denied any connection, and
managed to defer official recognition of the cause of the sickness for
twelve years, while people died and fishermen lost their livelihoods.”
Whether pouring their waste into the rivers of northern England in the
nineteenth century or the Ok Tedi (Papua New Guinea) in the twentieth, or
into the Yellow River (China) today, businesses operating on the profit
system, whether private or state-owned, have saved costs at whatever
ecological or health expense has been permitted—or tolerated—by the
state.

Rise of the Consumer Economy

Periods of scarcity were endemic in all early human societies, and with the
advent of agriculture, settled people were especially vulnerable to annual
weather variations, as well as longer-term shifts in climate. One great



achievement of the capitalist economy was the amelioration of the
problem of periodic scarcity for Europe and its settler offshoots. The
travails of getting to this point through the nineteenth century visited
grotesque conditions on generations of the workers who built the industrial
wealth as they worked the kinds of hours in the kinds of conditions seen
today in the mines and sweatshops of the developing world.!? At the same
time, the fantastic expansion of European economies was continuously
underpinned by plunder, pillage, and murder throughout overseas empires.
For Europe, however, and its settler colonies, such as the United States
and Australia, scarcity of daily necessities was greatly reduced by the time
of World War 1. In these places, the “common man” began to enjoy
unprecedented material security.

These material advances were anchored in the first phase of the
globalization of industrial capitalism. In his survey of the origins of World
War I, Eric Hobsbawm argued that the war had been waged at least in part
for the means to continue industrial expansion, to secure access to “world
markets and material resources, and ... control of regions such as the Near
and Middle East where ... petro-diplomacy was already a crucial factor.”
The advent of a worldwide industrial capitalist economy “inevitably
pushed the world in the direction of state rivalry, imperialist expansion,
conflict and war.... Competing national industrial economies now
confronted each other.” Political power required commensurate economic
power. Though Hobsbawm ruled out the notion that individual capitalists
or corporations favored war (which usually jeopardized ‘“business as
usual”), he argued that the ‘‘characteristic feature of capitalist
accumulation was precisely that it had no limit. The ‘natural frontiers’ of
Standard Oil, the Deutsche Bank, the De Beers Diamond Corporation
were at the end of the universe, or rather at the limits of their capacity to
expand.”!!



People Become Consumers: Beginnings

The notion of human beings as consumers first took shape before World
War I, but became commonplace in America in the 1920s. Consumption is
now frequently seen as our principal role in the world.!?

People, of course, have always “consumed” the necessities of life—
food, shelter, clothing—and have always had to work to get them or have
others work for them, but there was little economic motive for increased
consumption among the mass of people before the twentieth century. Quite
the reverse: frugality and thrift were more appropriate to situations where
survival rations were not guaranteed. Attempts to promote new fashions,
harness the “propulsive power of envy,” and boost sales multiplied in
Britain in the late eighteenth century; here began the “slow unleashing of
the acquisitive instincts,” when the pursuit of opulence and display first
extended beyond the very rich.!> But, while poorer people might have
acquired a very few useful household items, a skillet, perhaps, or an iron
pot, the sumptuous clothing, furniture, and pottery of the era were still
confined to a very small population. In late nineteenth-century Britain a
variety of foods became accessible to the average person, who would
previously have lived on bread and potatoes—consumption beyond mere
subsistence. This improvement in food variety did not extend durable
items to the mass of people, however. The proliferating shops and
department stores of that period served only a restricted population of
urban middle-class people in Europe, but the display of tempting products
in shops in daily public view was greatly extended—and display was a key
element in the fostering of fashion and envy.'*

Although the period after World War II is often identified as the
beginning of the immense eruption of consumption across the
industrialized world, the historian William Leach locates its roots in the
United States around the turn of the century. In the United States, existing
shops were rapidly extended through the 1890s, mail-order shopping
surged, and the new century saw massive multistory department stores



“covering millions of acres of selling space.” Retailing was already
passing decisively from small shopkeepers to corporate giants who had
access to investment bankers and drew on assembly-line production of
commodities, powered by fossil fuels; the traditional objective of making
products for their self-evident usefulness was displaced by the goal of
profit and the need for a machinery of enticement. According to Leach,
“The cardinal features of this culture were acquisition and consumption as
the means of achieving happiness; the cult of the new; the democratization
of desire; and money value as the predominant measure of all value in
society.”!” Significantly, it was individual desire that was democratized,
rather than wealth or political and economic power.

The 1920s: “The New Economic Gospel of Consumption”

Release from the perils of famine and premature starvation was in place
for most people in the industrialized world soon after the Great War
ended.'® US production was more than twelve times greater in 1920 than
in 1860, while the population over the same period had increased by only
a factor of three,!” suggesting just how much additional wealth was
theoretically available. The labor struggles of the nineteenth century had,
without jeopardizing the burgeoning productivity, gradually eroded the
seven-day week of fourteen- and sixteen-hour days that was worked at the
beginning of the Industrial Revolution in England. In the United States in
particular, economic growth had succeeded in providing basic security to
the great majority of an entire population.

In these circumstances, there was a social choice to be made. A steady-
state economy capable of meeting the basic needs of all, foreshadowed by
John Stuart Mill as the stationary state, seemed well within reach and, in
Mill’s words, likely to be an improvement on “the trampling, crushing,
elbowing and treading on each other’s heels ... the disagreeable symptoms
of one of the phases of industrial progress.”'® It would be feasible to
reduce hours of work further and release workers for the spiritual and
pleasurable activities of free time with families and communities, and



creative or educational pursuits. But business did not support such a
trajectory, and it was not until the Great Depression that hours were
reduced, in response to overwhelming levels of unemployment.

In 1930 the US cereal manufacturer Kellogg adopted a six-hour shift to
help accommodate unemployed workers, and other forms of work-sharing
became more widespread. Although the shorter workweek appealed to
Kellogg’s workers, the company, after reverting to longer hours during
World War II, was reluctant to renew the six-hour shift in 1945. Workers
voted for it by three-to-one in both 1945 and 1946, suggesting that, at the
time, they still found life in their communities more attractive than
consumer goods. This was particularly true of women. Kellogg, however,
gradually overcame the resistance of its workers and whittled away at the

short shifts until the last of them were abolished in 1985.1°

Even if a shorter working day became an acceptable strategy during the
Great Depression, the economic system’s orientation toward profit and its
bias toward growth made such a trajectory unpalatable to most captains of
industry and the economists who theorized their successes. If profit and
growth were lagging, the system needed new impetus. The short
depression of 1921-1922 led businessmen and economists in the United
States to fear that the immense productive powers created over the
previous century had grown sufficiently to meet the basic needs of the
entire population and had probably triggered a permanent crisis of
overproduction; prospects for further economic expansion were thought to
look bleak. The historian Benjamin Hunnicutt, who examined the
mainstream press of the 1920s, along with the publications of
corporations, business organizations, and government inquiries, found
extensive evidence that such fears were widespread in business circles
during the 1920s.2% Victor Cutter, president of the United Fruit Company,
exemplified the concern when he wrote in 1927 that the greatest economic
problem of the day was the lack of “consuming power” in relation to the

prodigious powers of production.?!



Notwithstanding the panic and pessimism, a consumer solution was
simultaneously emerging. As the popular historian of the time Frederick
Allen wrote, “Business had learned as never before the importance of the
ultimate consumer. Unless he could be persuaded to buy and buy lavishly,
the whole stream of six-cylinder cars, super heterodynes, cigarettes, rouge
compacts and electric ice boxes would be dammed up at its outlets.”??
Edward Bernays, one of the pioneers of the public relations industry, put it
this way:

Mass production is profitable only if its rhythm can be maintained—that is if it can
continue to sell its product in steady or increasing quantity.... Today supply must
actively seek to create its corresponding demand ... [and] cannot afford to wait until

the public asks for its product; it must maintain constant touch, through advertising
and propaganda ... to assure itself the continuous demand which alone will make its

costly plant proﬁtable.23

Edward Cowdrick, an economist who advised corporations on their
management and industrial relations policies, called it “the new economic
gospel of consumption,” in which workers (people for whom durable
possessions had rarely been a possibility) could be educated in the new
“skills of consumption.”?* It was an idea also put forward by the new
“consumption economists” such as Hazel Kyrk and Theresa McMahon,
and eagerly embraced by many business leaders. New needs would be
created, with advertising brought into play to “augment and accelerate” the
process. People would be encouraged to give up thrift and husbandry, to
value goods over free time. Kyrk argued for ever-increasing aspirations: “a
high standard of living must be dynamic, a progressive standard,” where
envy of those just above oneself in the social order incited consumption
and fueled economic growth.”> President Herbert Hoover’s 1929
Committee on Recent Economic Changes welcomed the demonstration
“on a grand scale [of] the expansibility of human wants and desires,”
hailed an “almost insatiable appetite for goods and services,” and
envisaged “a boundless field before us ... new wants that make way
endlessly for newer wants, as fast as they are satisfied.”?® In this
paradigm, people are encouraged to board an escalator of desires (a



stairway to heaven, perhaps) and progressively ascend to what were once
the luxuries of the affluent.

Charles Kettering, general director of General Motors Research
Laboratories, equated such perpetual change with progress. In a 1929
article called “Keep the Consumer Dissatisfied,” he stated that “there is no
place anyone can sit and rest in an industrial situation. It is a question of
change, change all the time—and it is always going to be that way because
the world only goes along one road, the road of progress.””’ These views
parallel Joseph Schumpeter’s later characterization of capitalism as
“creative destruction”:

Capitalism, then, is by nature a form or method of economic change and not only
never is, but never can be stationary.... The fundamental impulse that sets and keeps
the capitalist engine in motion comes from the new consumers, goods, the new

methods of production or transportation, the new markets, the new forms of industrial

organization that capitalist enterprise creates [my ernphasis].28

The prospect of ever-extendable consumer desire, characterized as
“progress,” promised a new way forward for modern manufacture, a
means to perpetuate economic growth. Progress was about the endless
replacement of old needs with new, old products with new. Notions of
meeting everyone’s needs with an adequate level of production did not
feature.

The nonsettler European colonies were not regarded as viable venues
for these new markets, since centuries of exploitation and impoverishment
meant that few people there were able to pay. In the 1920s, the target
consumer market to be nourished lay at home in the industrialized world.
There, especially in the United States, consumption continued to expand
through the 1920s, though truncated by the Great Depression of 1929.
Electrification was crucial for the consumption of the new types of durable
items, and the fraction of US households with electricity connected nearly
doubled between 1921 and 1929, from 35 percent to 68 percent; a rapid
proliferation of radios, vacuum cleaners, and refrigerators followed. Motor
car registration rose from eight million in 1920 to more than 28 million by



1929. The introduction of time payment arrangements facilitated the
extension of such buying further and further down the economic ladder. In
Australia, too, the trend could be observed; there, however, the base was
tiny, and even though car ownership multiplied nearly fivefold in the eight
years to 1929, few working-class households possessed cars or large

appliances before 1945.%°

This first wave of consumerism was short-lived. Predicated on debt, it
took place in an economy mired in speculation and risky borrowing. US
consumer credit rose to $7 billion in the 1920s, with banks engaged in
reckless lending of all kinds.>® Indeed, though a lot less in gross terms
than the burden of debt in the United States in late 2008, which Sydney
economist Steve Keen has described as “the biggest load of unsuccessful
gambling in history,”?! the debt of the 1920s was very large, over 200
percent of the GDP of the time. In both eras, borrowed money bought
unprecedented quantities of material goods on time payment and (these
days) credit cards. The 1920s bonanza collapsed suddenly and
catastrophically. In 2008, a similar unraveling began; its implications still
remain unknown. In the case of the Great Depression of the 1930s, a war
economy followed, so it was almost twenty years before mass
consumption resumed any role in economic life—or in the way the
economy was conceived.

The Second Wave

Once World War II was over, consumer culture took off again throughout
the developed world, partly fueled by the deprivation of the Great
Depression and the rationing of the wartime years and incited with
renewed zeal by corporate advertisers using debt facilities and the new
medium of television. Stuart Ewen, in his history of the public relations
industry, saw the birth of commercial radio in 1921 as a vital tool in the
great wave of debt-financed consumption in the 1920s—*“a privately
owned utility, pumping information and entertainment into people’s
homes. Requiring no significant degree of literacy on the part of its



audience ... radio gave interested corporations ... unprecedented access to
the inner sanctums of the public mind.”3? The advent of television greatly
magnified the potential impact of advertisers’ messages, exploiting image
and symbol far more adeptly than print and radio had been able to do. The
stage was set for the democratization of luxury on a scale hitherto
unimagined.

Though the television sets that carried the advertising into people’s
homes after World War II were new, and were far more powerful vehicles
of persuasion than radio had been, the theory and methods were the same
—perfected in the 1920s by PR experts like Bernays. Vance Packard
echoes both Bernays and the consumption economists of the 1920s in his
description of the role of the advertising men of the 1950s:

They want to put some sizzle into their messages by stirring up our status
consciousness.... Many of the products they are trying to sell have, in the past, been
confined to a “quality market.” The products have been the luxuries of the upper
classes. The game is to make them the necessities of all classes. This is done by
dangling the products before non-upper-class people as status symbols of a higher

class. By striving to buy the product—say, wall-to-wall carpeting on instalment—the

consumer is made to feel he is upgrading himself socially [my emphasis].33

Though it is status that is being sold, it is endless material objects that are
being consumed.

In a little-known 1958 essay reflecting on the conservation implications
of the conspicuously wasteful US consumer binge after World War 11, John
Kenneth Galbraith pointed to the possibility that this “gargantuan and
growing appetite” might need to be curtailed. “What of the appetite
itself?,” he asks. “Surely this is the ultimate source of the problem. If it
continues its geometric course, will it not one day have to be restrained?
Yet in the literature of the resource problem this is the forbidden

question.”*

Galbraith quotes the President’s Materials Policy Commission setting
out its premise that economic growth is sacrosanct. “First we share the
belief of the American people in the principle of Growth,” the report



maintains, specifically endorsing “ever more luxurious standards of
consumption.” To Galbraith, who had just published The Affluent Society,
the wastefulness he observed seemed foolhardy, but he was pessimistic
about curtailment; he identified the beginnings of “a massive conservative
reaction to the idea of enlarged social guidance and control of economic
activity,” a backlash against the state taking responsibility for social
direction.?> At the same time he was well aware of the role of advertising:
“Goods are plentiful. Demand for them must be elaborately contrived.
Those who create wants rank amongst our most talented and highly paid

citizens. Want creation—advertising—is a ten billion dollar industry.”>°

Or, as retail analyst Victor Lebow remarked in 1955:

Our enormously productive economy demands that we make consumption our way of
life, that we convert the buying and use of goods into rituals, that we seek our spiritual
satisfaction, our ego satisfaction, in consumption.... We need things consumed,

burned up, replaced and discarded at an ever accelerating rate.>’

Thus, just as immense effort was being devoted to persuading people to
buy things they did not actually need, manufacturers also began the
intentional design of inferior items, which came to be known as “planned
obsolescence.” In his second major critique of the culture of consumption,
The Waste Makers, Packard identified both functional obsolescence, in
which the product wears out quickly and psychological obsolescence, in
which products are “designed to become obsolete in the mind of the
consumer, even sooner than the components used to make them will

fail.”38

Galbraith was alert to the way that rapidly expanding consumption
patterns were multiplied by a rapidly expanding population. But postwar
industrial enterprise stoked the expansion nonetheless. The rise of
consumer debt, interrupted in 1929, also resumed. In Australia, the 1939
debt of AU$39 million doubled in the first two years after the war and, by

1960, had grown by a factor of 25, to more than AUS$1 billion dollars.”



This new burst in debt-financed consumerism was, again, incited
intentionally.

Tapping into the Unconscious: Image and Message

In researching his excellent history of the rise of PR, Ewen interviewed
Bernays himself in 1990, not long before he turned ninety-nine. Ewen
found Bernays, a key pioneer of the new PR profession, to be just as
candid about his underlying motivations as he had been in 1928 when he
wrote Propaganda:

Throughout our conversation, Bernays conveyed his hallucination of democracy: A
highly educated class of opinion-molding tacticians is continuously at work ...
adjusting the mental scenery from which the public mind, with its limited intellect,
derives its opinions.... Throughout the interview, he described PR as a response to a
transhistoric concern: the requirement, for those people in power, to shape the

attitudes of the general population.40

Bernays’s views, like those of several other analysts of the “crowd” and
the “herd instinct,” were a product of the panic created among the elite
classes by the early twentieth-century transition from the limited franchise
of propertied men to universal suffrage.

On every side of American life, whether political, industrial, social, religious or
scientific, the increasing pressure of public judgment has made itself felt.... The great
corporation which is in danger of having its profits taxed away or its sales fall off or

its freedom impeded by legislative action must have recourse to the public to combat

successfully these menaces.*!

The opening page of his 1928 classic, Propaganda, discloses his solution:

The conscious and intelligent manipulation of the organized habits and opinions of the
masses is an important element in democratic society. Those who manipulate this
unseen mechanism of society constitute an invisible government which is the true
ruling power of our country.... It is they who pull the wires which control the public
mind, who harness old social forces and contrive new ways to bind and guide the

world.*?



The front-line thinkers of the emerging advertising and public relations
industries turned to the key insights of Sigmund Freud, Bernays’s uncle.
As Bernays noted:

Many of man’s thoughts and actions are compensatory substitutes for desires which
[he] has been obliged to suppress. A thing may be desired, not for its intrinsic worth or
usefulness, but because he has unconsciously come to see in it a symbol of something
else, the desire for which he is ashamed to admit to himself ... because it is a symbol

of social position, an evidence of his success.**

Bernays saw himself as a “propaganda specialist,” a “public relations
counsel,” and PR as a more sophisticated craft than advertising as such; it
was directed at hidden desires and subconscious urges of which its targets
would be unaware. Bernays and his colleagues were anxious to offer their
services to corporations and were instrumental in founding an entire
industry that has since operated along these lines, selling not only
corporate commodities but also opinions on a great range of social,
political, economic, and environmental issues. I return to the tactics of
these masters of spin in part II1.

Though it has become fashionable in recent decades to brand scholars
and academics as elites who pour scorn on ordinary people, Bernays and
the sociologist Gustave Le Bon were long ago arguing, on behalf of
business and political elites, respectively, that the mass of people are
incapable of thought. According to Le Bon, “A crowd thinks in images,
and the image itself immediately calls up a series of other images, having
no logical connection with the first”; crowds “can only comprehend
rough-and-ready associations of ideas,” leading to “the utter powerlessness
of reasoning when it has to fight against sentiment.”** Bernays and his PR
colleagues believed ordinary people to be incapable of logical thought, let
alone mastery of ““abstruse economic, political and ethical data,” and saw
the need to “control and regiment the masses according to our will without
their knowing about 1t”; PR could thus ensure the maintenance of order
and corporate control in society.®’



The commodification of reality and the manufacture of demand have
had serious implications for the construction of human beings in the late
twentieth century, where “people recognise themselves in their
commodities”® and can be expected to have grave difficulties in reducing
the level of the orgy. Herbert Marcuse’s critique of needs, made more than
forty years ago, was not directed at the issues of scarce resources or
ecological waste, although he was aware even at that time that Marx was
insufficiently critical of the continuum of progress and that there needed to
be “a restoration of nature after the horrors of capitalist industrialisation
have been done away with.”*’ Marcuse directed his critique at the way
people, in the act of satisfying our aspirations, reproduce dependence on
the very exploitive apparatus that perpetuates our servitude. Hours of work
in the United States have been growing since 1950, along with a doubling

of consumption per capita between 1950 and 1990.4%

Marcuse suggested
that this “voluntary servitude (voluntary inasmuch as it is introjected into
the individual) ... can be broken only through a political practice which
reaches the roots of containment and contentment in the infrastructure of
man [sic], a political practice of methodical disengagement from and
refusal of the Establishment, aiming at a radical transvaluation of

values.”*

The difficult challenge posed by such a transvaluation is reflected in
current attitudes. The Australian comedian Wendy Harmer in her 2008
ABC TV series called Stuff expressed irritation at suggestions that
consumption is simply generated out of greed or lack of awareness:

I am very proud to have made a documentary about consumption that does not contain
the usual footage of factory smokestacks, landfill tips and bulging supermarket
trolleys. Instead, it features many happy human faces and all their wonderful stuff! It’s
a study of a love affair as much as anything else.>”

In the same vein, during the Q&A after a talk given by the Australian
economist Clive Hamilton at the 2006 Byron Bay Writers’ Festival, one
woman spoke up about her partner’s priorities: rather than entertain



questions about any impact his possessions might be having on the
environment, she said, he was determined to “go down with his gadgets.”

The capitalist system, dependent on a logic of never-ending growth from
its earliest inception, confronted the plenty it created in its home states,
especially the United States, as a threat to its very existence. It would not
do if people were content because they felt they had enough. Over the
course of the twentieth century, capitalism preserved its momentum by
molding the ordinary person into a consumer with an unquenchable thirst
for its “wonderful stuff.”

The postwar growth bonanza, buttressed by consumer incitement, lasted
nearly thirty years before faltering amid the oil shocks of the 1970s. It was
this crisis that galvanized business to seek new strategies to restore growth
and protect its interests. The next chapter introduces neoliberalism, or free
market fundamentalism, which emerged as the chosen path through that
crisis. Under the new doctrine, profit share and wage share became more
and more polarized almost everywhere, allowing corporate profits to
improve even when the rate of growth remained slower than before. After
a postwar average of approximately 5 percent—doubling the economy
every fourteen years—world growth averaged approximately 3 percent
from 1980 to 2008.>! Considered barely adequate by the IMF, growth at 3
percent still doubles the scale of the economy every twenty-four years.
Even if growth was more modest than hoped, the deregulation and
privatization that were presumed to promote that growth were now
extensively established, and these changes were to have enormous effects
on the political and ideological opportunities for the critique of growth, the
protection of nature, and creating just outcomes, especially for peoples
outside the first world.



The Rise of Free Market Fundamentalism

Like all fundamentalist faiths, Chicago School economics is, for its true believers, a
closed loop. The startling premise is that the free market is a perfect scientific system,
one in which individuals, acting on their own self-interested desires, create the
maximum benefits for all. It follows ineluctably that if something is wrong ... high
inflation or soaring unemployment—it has to be because the market is not truly
free.... The Chicago solution is always the same: a stricter and more complete
application of the fundamentals.

—Naomi Klein, 2007

The emergence of neoliberal economics has radically increased the share
of wealth that business is able to capture and drastically altered the
ideological climate in favor of business. It has become the philosophical
framework that dominates policy thinking almost everywhere, curbing
democratic intervention from elected governments and limiting the space
for critics of growth—indeed, for critics of any aspect of environmental
degradation. The market has increasingly been accepted as the primary
institution needed to take care of all aspects of public activity.

Neoliberalism and Its Values

Modern economics is usually seen as originating with Adam Smith’s The
Wealth of Nations, published in 1776, at the very beginning of industrial
capitalism. This first phase is known as classical economics, though its



theorists called it political economy.! Economics developed as a set of
ideas entirely within the context of the great economic expansion of
industrial capitalism. Smith’s book was prescient: it preceded the
wholesale adoption of coal-fueled steam power and the rise of factory
production in the nineteenth century, as well as the extraordinary
economic growth that accompanied these innovations. The term
economics was not adopted until the late nineteenth century, when
economists introduced the idea that value arises from the rational choices
of completely informed individuals, who thus maximize their advantage
(or utility, as it was termed)—a mechanism thought to match supply with
demand and thus yield equilibrium. This suite of economic theories is
known as neoclassical economics and has formed the basis of the
economic mainstream ever since.

The neoliberal thinking of the late twentieth century can be seen as a
variant of neoclassical economics; it rests squarely on several central
tenets of that theory: individualism; a claim to scientific rigor; the faith
that untrammeled markets, by harmonizing the desires of all individuals,
will provide an optimal allocation of material things, leading to prosperity
for all; and the idea that markets are a “natural,” transhistorical arena
rather than a human construct.

Freedom, Individualism, and the Right to Property

Individualism lies at the root of all the various versions of laissez-faire
economics, beginning with Adam Smith’s individual profit-seeker, who
benefits everyone without trying:

He intends only his own gain, and he is in this, as in many other cases, led by an
invisible hand to promote an end which was no part of his intention.... By pursuing
his own interest he frequently promotes that of the society more effectually than when

he really intends to promote it.>

Whether or not it is unfair, as some suggest,’ to characterize Smith as
the original free marketeer, his “invisible hand”—mentioned only once in
Wealth of Nations—became enshrined in neoclassical economics as one of



its great underlying truths: all it takes to advance the welfare of everyone
is to pursue one’s own self-interest. Thus, individual self-interest
miraculously produces the best possible world, and individual greed is
vindicated as a desirable social behavior. One of the most basic ethical
messages of all human religions is relegated to irrelevance. Though
obviously a highly contestable proposition, the concept that individual
self-interest leads to general welfare supported nineteenth-century laissez-
faire economics right through to the Great Depression, and resurfaced with
renewed 1ideological vigor during the 1970s, when Ayn Rand’s
romanticized version of capitalism enjoyed mounting popularity.*
Margaret Thatcher’s 1987 contention that “There is no such thing as
society,” referring to individuals’ obligation to look after themselves
rather than to expect help from government, was emblematic of the
emphasis.

While the self-interest of atomized individuals is the driver that is
thought to underpin the market and produce prosperity, neoliberal
economists also contend that the economic freedoms of these individuals
(such as secure property rights and freedom of contract) are the underlying
prerequisites for all human freedom. According to Milton Friedman,
“Economic freedom is a necessary condition for political and civil
freedom.... Property rights ... are themselves the most basic of human
rights and an essential foundation for other human rights.”® The Austrian-
born economist Friedrich von Hayek argued, in a similar vein, that “the
system of private property is the most important guarantee of freedom, not
only for those who own property, but scarcely less for those who do not.””’
Indeed, it has been argued that the inversion of the relationship between
politics and economics is what distinguishes neoliberalism from its
antecedents. The road to political liberty now ran through the free market

rather than vice versa.®

Freedom 1is not always understood in this way. When, in the wake of
World War II, the UN General Assembly adopted the Declaration of
Human Rights, it identified “freedom of speech and belief and freedom



from fear and want” as the four fundamental freedoms of human beings.
Articles 22 to 25 of the Declaration affirmed the right to work; the right to
fair pay; the right to an adequate standard of living, including food,
clothing, housing, and medical care; and assistance in the event of lack of
livelihood.” Hayek, on the other hand, opposed the idea of freedom from
want as a core freedom; he saw it as “only another name for the old
demand for an equal distribution of wealth,” one of the hallmarks of

socialism.!?

Making security of property title the bedrock of ideas about freedom
clearly advantages those who hold most of the property, a very small
minority of the world’s people; its enforcement has ossified many
elements dating back to the colonial division of spoils. Optimal allocation,
which is thought to be secured by a free market, never addresses prior
theft or necessary restitution and simply assumes that payment of the
highest price yields the most productive use.!! Yet what it really reflects is
allocation to the person or persons who have the financial edge and the
ability to pay. This has no necessary relationship to productive or optimal
uses of anything.

Economics Becomes a Science

The neoclassical economists who emerged in the late nineteenth century
set out to translate economic ideas into mathematical laws and establish
economics as a science just like physics. Léon Walras and William Stanley
Jevons, both trained in physics, were responsible for the “thickets of
algebra” that have marched across the pages of economics texts since that
time. They imagined that human economic systems could be captured in
mathematical propositions in parallel with mid-nineteenth- century
physics, divorced from the complexity of their history and the agency of
the human beings who developed them over centuries. The operation of
markets was conceived to be governed by what were virtually analogues
of the laws of nature (as understood at the time),'? existing in a kind of
social void, as universal phenomena. Yet the analogy doesn’t hold. While



mid-nineteenth-century physics deals with reversible processes, economics
describes processes that involve irreversible transformations to which the
arrow of time applies.

Much of the mystification that has surrounded neoclassical economics is
related to this quest for scientific status and the credibility it conferred—
supposedly elevating economics above the other social sciences.
Underlying it all is the claim that economics is merely descriptive of
reality and thus value-free in the same sense as physics is thought to be—a
straightforward theory of the workings of the real world. Whether any
system of knowledge can legitimately be seen this way is a separate
question and one I will not address here. Economics clearly is not akin to
physics as it was understood in the mid-nineteenth century, any more than
is history or sociology or any discipline that deals with the products of
human intervention.

Another flaw in neoclassical economics is its failure to include
nonmonetary economic contributions, including the services provided in
households in all economies, mainly by women, and the subsistence work
that dominates rural life throughout the world. Although the rural
population is declining as a percentage of all people, about half the world’s
population still lives outside cities. Any production not reflected in
monetary flows is simply left out of neoclassical economics,'® even
though household members, mainly unpaid, produce a third or more of all
goods and services in developed world economies and a far larger fraction
in less-developed regions.!* Thus, the wealth quantified by neoclassical
economics is little more than half of overall economic activity but is
theorized as if it were the whole. Neoclassical economics is also ill-
equipped to describe the mixed economies of the postwar system, where
governments have funded large fractions of GDP. In the Australian
economist Hugh Stretton’s analysis, neoclassical economists “selected a
few relationships from complicated real life, and modelled those few only.
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They focussed on sales and exchanges: on markets,”"> a perfect theoretical

basis for the market fundamentalism that dominates current economics.



Optimal Allocation and the Cult of “Efficiency”

Closely related to the endorsement of individual material gratification as
the core business of human economic activity is the cult of “efficiency,”
which revolves around obtaining the biggest profit for the least outlay:
getting the most for the least input, maximizing quantities, and minimizing
costs. Although mainstream economists do not argue that business should
attempt to shed the costs of its negative externalities, this is often the
outcome in practice. In theory, externalities such as pollution or loss of
amenity for citizens can be dealt with via taxes, trading schemes, or
compensation, but all affect profit, and corporations prefer to avoid or
minimize the bill (box 6.1).

Box 6.1
Externalities

In economic theory, externalities may be either positive or negative.
Here, 1 deal with negative side-effects such as pollution. Some
externalities are unaccounted for, even though they are reasonably
quantifiable in money terms; others are unsuitable for monetary
quantification. Business resists both categories: when the effect could be
charged (for example, carbon taxes on CO, emissions), business resists

to protect profit. When the value is difficult or impossible to reduce to
dollars (as when an entire village will cease to exist if open-cut coal
mining is allowed), business argues for monetary compensation.

The Indian physicist and environmental campaigner Vandana Shiva
described how the quarrying of limestone for cement in northern India in
the early 1980s destroyed her native Doon Valley. Originally a region
with abundant rainfall, its deep limestone cavities provided a natural
reservoir, recharged by rainfall in the Mussoorie Hills. The value of all
this was ignored before quarrying began, even though the cost of an
artificial structure of comparable depth was later estimated at $500




million. Shiva saw the valley’s last perennial stream run dry in 1982.%
Failure to include the costs of the destruction of a region’s water supply
in the accounting enables a very large inflation of the profit margin for
the miner and cement manufacturer. In this worldview, the destruction of
the water resource is a sad but inevitable consequence of “progress,” and
its real value overlooked.

Such unaccounted costs can include not only the loss of nature and the
services it provides to humans but also the costs of cleaning up or coping
with pollution, and the lost livelithoods and cultures of displaced people
—an estimated 40 million due to big dams in India alone, and tens of
millions more in China. “Compensation” has not always been offered
and, even when it was, has usually been woefully inadequate (see box

9.1).

Poisoned livelihoods include those of the people who live along the
rivers polluted by the Ok Tedi gold mine in Papua New Guinea or the
people of Lago Agrio in the Ecuadorian Amazon, where groundwater has
been contaminated by toxic waste from Texaco’s drilling operations. The
returns of cotton irrigators in Central Asia were not reduced by the
immense social and ecological costs borne downstream by the Aral Sea
and its people, whose fishing ports ended up thirty or forty miles from
the shore of a saline, shrinking sea where fish no longer survived. The
Canadian government’s social welfare bill on behalf of thousands of cod
fishermen is another such externality, unreflected in the price of the fish
before they disappeared. So is the progressive evacuation of islanders—
from Tuvalu, Kiribati, Bougainville’s Carteret Islands, India’s
Sundarbans, and the Bangladeshi delta—as sea levels rise because of
greenhouse warming. The immense penalty imposed on islanders who
lose their entire islands and everything on them has yet to be included in
the costs of the aluminum we use in the first world, or the electricity we
squander.

Where externalities are excluded, goods can be sold artificially
cheaply, which encourages consumption and suits business. In Australia,




the price of bread does not reflect the fact that every tonne of wheat
embodies 1,000 tonnes of water and 45 tonnes of topsoil. In addition, the
price of a nonrenewable resource, such as oil, does not reflect its status
as nonrenewable—its actual scarcity—or the real costs of its
externalities. Neither does it reflect the fact that the price is also
artificially lowered by the massive subsidies showered on the oil and gas
industry by governments around the world.

Perhaps the most pressing externality in the second decade of the
twenty-first century is the emission of carbon dioxide and methane from
a great range of human economic activities. Not only has the market
failed to dampen these down—global emissions grow at an increasing
rate every year—but the corporations controlling the world economy
resist the process (see part III). Global warming was reckoned by the
economist Nicholas Stern, who wrote the UK report on the costs of a
response, to be the “greatest and widest-ranging market failure ever

b

seen”’>—where the market reflects neither true environmental nor true

€conomic costs.

Notes

a Shiva 2002, 2, 5-6, citing a report by India’s Ministry of Environment.

b Stern 2007, executive summary, i.

Neoclassical efficiency is defined in “bottom-line” terms; here,
considerations based on social, moral, or environmental criteria will only
be counted if they can be monetized, an inexact science when applied to
phenomena that have no obvious monetary value. The neoliberal era has
seen the ascendancy of what is termed cost-benefit analysis as the main
instrument for assessing policy outcomes and a concomitant emphasis on



monetary values. However “optimal” the allocation of resources (even if
optimality could be demonstrated), this is only one aspect of benefit to
society.

It might be argued, for example, that the purpose of human economic
activity is the care of—or advancement of—all people across a society, a
belief commonly found in indigenous societies and somewhat approached
during the interregnum between the “gilded age” of the 1920s and that of
the late twentieth century. Similar values were, for example, reflected in
President Roosevelt’s annual address to Congress in January 1941 (the
“Four Freedoms” speech), which stressed equality of opportunity and a
“better system” designed to ensure reliable access to employment.
Roosevelt’s freedoms, like those of the UN’s Declaration of Human
Rights, included “freedom from want—which, translated into world terms,
means economic understandings which will secure to every nation a
healthy peacetime life for its inhabitants—everywhere in the world.”!6

Resilience theorists!” have cautioned that the ability of natural systems
to recover from random shock or normal disturbance relies not on
efficiency but on redundancy or duplication.'® The pursuit of efficiency
routinely reduces or eliminates anything not immediately essential, in the
pursuit of the most profitable way of doing things. The globalized market
of the past few decades, for example, has increasingly mediated the food
production of the entire world, producing “efficiencies” in such areas as
the elimination of national or regional food banks. The steep escalation of
commodity prices in 2007-2008 was estimated by the UN to be pushing
up to 100 million people “back into poverty.”!” The causes of the price
rises are multiple, but the event affords an example of the unintended
consequences of swapping a multifaceted system for one with fewer
redundancies.

Even if efficiency were shown to be the most appropriate criterion for
decisions about human affairs and the natural world in which they are
grounded, it seems likely that the market’s putative efficiency at resource



allocation and correct pricing is itself a myth, as suggested not only by the
collapse of the financial system in 2007-2008 but also by the
financialization of the entire economy over the previous forty years.
Financialization refers to the dominance of the finance sector in the global
economy, the switch from productive to speculative investment, and the
ongoing translation of social and environmental processes into tradable
entities. Both in the United States and globally, the finance sector’s share
of corporate profits grew from about 10 percent in the 1950s to between
30 and 40 percent by 2004.2° What kind of efficiency could possibly be
served by displacing capital from the production of food, shelter, and other
human necessities and channeling it into speculative derivatives like
collateralized debt obligations and credit default swaps?>!

The economist and veteran investment banker Paul Woolley challenges
the efficient market hypothesis, which holds that equity markets “deliver
efficient pricing leading to the most productive allocation of resources,”
even though it was an article of faith throughout the 1980s and continues
to be regarded as the bedrock of finance theory up to the present day.
Woolley’s experience showed him that speculative momentum, rather than
actual value, controlled market prices; and that the neoclassical idea that
the market provides the only reliable matrix for rational individuals acting
on the best information is manifestly misplaced.??

The Construction of “Free Markets”

The concept of the “free market economy,” a pervasive expression in
recent decades (Google yielded nearly 29 million hits in May 2013),
implies that the capitalist economic system is a natural phenomenon that is
jeopardized by government regulation and will always operate best when
liberated from such interference. Yet this idea obscures the fact that the
notional free market rests squarely on a multiplicity of institutions created
by human agency; the state played an indispensable role over centuries in
providing a suitable legislative framework for the operation of capitalism.
There was nothing spontaneous or natural, for example, about the early



stages of primitive accumulation in Europe, when peasants were
progressively separated from their common resources as sheep farming
took hold. Enclosure was carried out with the participation of the state,
both before and after the transition from absolute monarchy to elected
legislatures; further legal curtailment of rights to hunt and gather stripped
peasants of residual options for sustenance and drove them into wage
labor; governments defined private property and legal contract; the British
poor laws of the nineteenth century ensured that landless laborers “freed”
by enclosure and artisans displaced by industrial manufacture were
confined in Dickensian conditions if they failed to find work in the new
factories. In short: none of this developed spontaneously.

The corporation itself is a legal fiction, again created by the state,
originally in Amsterdam, and sequentially throughout the world. Limited
liability protects the individual shareholder from personal financial
responsibility for corporate activities, thus encouraging risk beyond that
which most people would take if their personal assets were on the line.
The whole edifice of business ownership hinges on privileges bestowed by
governments elected, in the main, by propertied males. Governments,
especially active in the neoliberal era, have regulated, confined, and
neutralized workers’ organizations while presenting these measures as
essential to freedom. Laws that seek to regulate corporations, on the other
hand, even in the interests of the common good, are depicted by free
market advocates as pernicious infringements of liberty.

Origins of the Modern Neoliberals

Though rooted in neoclassical economics, neoliberalism is not just a set of
theories about how the world works but embraces a very specific program
to modify the world, a program that is political in nature and varies
accordingly in the settings where it operates.



Modern political neoliberalism is not without precedent. A very similar
program was pursued before the Great Depression by corporations
threatened by democratic processes that were giving a voice to the
interests and values of working people. As Bernays’s work suggests, the
property-owning elites of Europe and North America were deeply worried
about maintaining control over social structures and priorities;
contemporary market fundamentalism echoes these concerns. Along with
intellectual and academic traditions, neoliberalism has inherited practices
of corporate propaganda dating at least as far back as the 1920s,>> when,
for example, the journalist Ernest Hofer ran a business distributing model
articles and editorials celebrating free enterprise. He was the largest
disseminator of such material at the time. Underwritten by numerous
corporations, largely utilities, Hofer sent, free of charge, suitable “news”
items and slanted articles to thousands of newspapers across the United
States. He explained his purpose (which would sit well with any free
market think tank of the current era) as follows:

First, to reduce the volume of legislation that interferes with business and industry;
second, to minimize and counteract political regulation of business that is hurtful;
third, to discourage radicalism by labor organizations; ... fourth, a constant fight for
reasonable taxation by state, city and county government; fifth, a scientific

educational campaign against all socialistic and radical propaganda of whatever

nature.24

These priorities were displaced by the Great Depression, which
demonstrated an urgent need for regulation of business, as well as for
adequate taxation and assistance to the poor and unemployed. US citizens
voted Franklin Roosevelt into the presidency and embraced his New Deal,
which favored a more humane approach to the victims of economic
collapse and, it has been argued, “saved capitalism from itself.”*> Yet the
policies pursued by FDR are the very ones that have been dismantled by
the free market resurgence of the past three or four decades.

Hayek was a prime mover in this demolition project. Though he
diverged from orthodox neoclassical economics in some respects,® Hayek
nonetheless advanced the invisible hand concept of the market as a



miraculous mechanism and the bedrock of the society he favored. He was
deeply opposed to any system that would “replace the impersonal and
anonymous mechanism of the market by collective and ‘conscious’
direction of all social forces to deliberately chosen goals™; he rejected
” “common good,” or “general interest.” For
Hayek, economic freedom was the essential foundational freedom that had
brought about the increase in European wealth. Though neoliberalism has
since masqueraded as a staunch friend of democracy, Hayek was not much
interested in electoral democracy; his was a passionate plea for individual
economic freedom in a market-based regime. He played a seminal role in
the campaign to revive the popularity of the free market after Keynes and
to reinstate it as the central influence in economic thinking and social
policies. He aimed to construct a liberalism capable of supplanting not

notions of “common purpose,

only socialism but social democratic forms of capitalism as well.?’

To that end, he convened a conference in 1947, largely of economists
wedded to market economics, plus a few libertarian philosophers and
journalists. The attendees included Milton Friedman, who had just begun
what would be a very long and influential career in the Economics
Department at the University of Chicago. Hayek’s meeting marked the
founding of the Mont Pe¢lerin Society (MPS), which aimed, according to
long-term member Ralph Harris, to “facilitate an exchange of ideas
between like-minded scholars in the hope of strengthening the principles
and practice of a free society and to study the workings, virtues, and
defects of market-oriented economic systems.” Overall, they would
“launch an intellectual crusade aimed at reversing the rising tide of post-

war collectivism.”?8

The MPS and its growing membership spawned many of the influential
free market think tanks that came to dominate policy in the developed
world, especially in the Anglophone countries. The first of these offshoots
was London’s Institute for Economic Affairs (IEA), launched in 1955 by
Antony Fisher, one of the business members of MPS and a dedicated
popularizer of Hayek’s ideas. Fisher assisted in the establishment of



further think tanks in the subsequent twenty years, including the Heritage
Foundation in Washington, DC, in 1973 and the Manhattan Institute for
Public Policy Research in New York, in 1977. An avalanche of such
organizations followed after 1981, when Fisher founded his Atlas
Economic Research Foundation, aiming “to litter the world with free-
market think-tanks.”>’

Although they had a lot to say about what they called freedom, the MPS
neoliberals had a much more ambivalent attitude toward the state than
orthodox neoclassical economists did. Such a state could be entirely
authoritarian, as was Pinochet’s Chile, where neoliberals played key roles.
Electoral democracy is desirable when it supports the economic system
neoliberals require. The political scientist Dag Thorsen argues, however,
that if democracy gets in the way of neoliberal restructuring, “slows down
neoliberal reforms, or threatens individual and commercial liberty, which
it sometimes does, then democracy should be sidestepped and replaced by

the rule of experts or legal instruments designed for that purpose.””

America’s leading neoliberal theorist and evangelist was Milton
Friedman, a key figure in what became known as the Chicago school. He
was a founding member of MPS and held views on economic freedom that
followed and amplified those of Hayek. He opposed government influence
in the economy and government provision of services, which, he thought,
the private sector would perform better. In line with his participation in
Hayek’s club, Friedman was not merely an academic and an adviser to
conservative governments but a publicist for “economic freedom.” He
wrote weekly opinion pieces for newspapers and magazines, gave many
public lectures, and, in 1980, with the American Public Broadcasting
Service (PBS), he produced a ten-part television series, Free to Choose,
setting out these views in a slick, persuasive format. A book based on the
series was funded by the Scaife and Olin Family Foundations.’!
Friedman’s Department of Economics at the University of Chicago teamed
up with the US State Department in the late 1950s. Funded by US
taxpayers and US foundations, the Chicago School trained hundreds of



economists, inserted Chicago-style teachers into Chile’s Catholic
University, and unleashed a stream of free marketeers into Chilean society.
Friedman himself met with Pinochet when he flew to Santiago six months
after the military coup to consult with business on the neoliberal makeover
of Chile’s economy.>?

The ideas of Hayek and Friedman had little influence on policy before
the 1970s growth crisis. When Hayek debated Keynes through the 1930s
and 1940s, Keynes tended to win the debate. In the aftermath of the
economic calamity of the Great Depression, the alleged miracles of the
free market could not command sycophantic approval. Furthermore, it was
the policies Keynes championed that facilitated the extraordinary
mushrooming of economic growth after the war—an economic triumph
that blunted both public and professional memory of the free market
disaster of 1929. It was not until the protracted economic crisis of the
1970s, with repeated oil shortages and intractable stagflation, that
neoliberalism found its entry point.

The 1970s: Oil Shocks and Growth Crisis

Just as the Club of Rome and concerned scientists began to focus public
attention on doubts about the consequences of indefinite growth, the world
economy ran into trouble. Even before the first “oil shock™ of 1973, the
United States was failing to maintain the value of the dollar in its postwar
role according to the Bretton Woods arrangements,> as the international
reserve currency pegged to gold. The United States had already been
expanding the supply of Federal Reserve notes (sometimes known as
printing dollars) before August 1971, when President Nixon unilaterally
took the dollar off the gold standard; once this was done, the US exchange
rate was no longer stable.>* The world’s reserve currency became paper
only, backed by confidence alone. As well as providing international
liquidity—a role of the reserve currency—the flood of new dollars, before



and after 1971, helped pay the mounting debts associated with the war in
Vietnam and the domestic antipoverty program instituted by President
Johnson. But this fueled inflation at home, which led to inflation in the
world economy as a whole.??

These trends were well under way before the Organisation of the
Petroleum-Exporting Countries (OPEC) began to raise the oil price,
causing the first oil shock of 1973, followed by another in 1979. Economic
growth stalled. Geopolitical events played a part: the Yom Kippur War in
Israel triggered the Arab oil embargo of 1973, and the 1979 Iranian
revolution again restricted oil supply; both contributed to steep price rises.
Indeed, the price of oil did not again reach an equivalent level in adjusted
US dollars until the price spike of 2008.

OPEC had already been moving to nationalize the oil resource in
several countries (including Algeria, Libya, Iran, Iraq, and Saudi Arabia)
and thus wrest a bigger share of profits and more power over prices from
the big seven oil corporations, all based in the developed world. But oil
was still priced in US dollars, and the inflation of the dollar, once it was
freed from its ties to gold and other currencies, disadvantaged OPEC
countries, reducing the purchasing power of the proceeds of their oil sales.

The first price surge, in 1973, tripled the oil price in a few months.
Since it had fallen some 20 percent below the inflation-adjusted US price
levels of 1955, some increase was clearly warranted, though a threefold
increase lifted it far beyond 1955 parity in US dollar terms. Whether this
was fair or not depends on the yardstick used. Western analysts have
usually viewed the oil price from the buyer’s perspective, focusing on the
escalating price at the pump; they have rarely mentioned the role played
by the declining value of the paper dollar. Relative to gold, the oil price
did not rise at all during the 1970s.%¢

Through the 1970s, OPEC’s windfall profits added impetus to the
inflation pulse, as oil producers poured huge quantities of the
“petrodollars” they were reaping into the global investment pool. Capital



seeking profit exceeded profitable avenues for investment, especially in
contracting economies. As a result, much of this OPEC cash ended up
being funneled through US and European banks to be loaned out to
countries in the global south, often for major capital projects such as dams,
power plants, or ports—projects that would be carried out by the largely
US-based global corporations.>” Many of the immense debts still borne by
the borrowing countries originated at this time.

The economic impact of the 1970s oil price blowout involved an
unfamiliar combination for the developed world; economists called it
“stagflation,” where recession (stagnation) coincides with inflation. The
stagflation crisis highlighted the pivotal role of oil: as oil prices rose, so
did production and transport costs, and as the increased costs depressed
economic activity, the price of virtually everything rose. The Keynesian
strategy of priming the pump with government spending, which had
assisted governments in tackling the Great Depression of the 1930s and
rebuilding the world after World War 11, did not guarantee renewed growth
when inflation was part of the problem.

The price surges of the 1970s reflected a scarcity that was serious but
not terminal; by the mid-1980s prices had reverted to rock bottom again.
Part of the price collapse followed from exploration and discovery in
places like the North Sea, itself enabled by the high prices. With Arab and
Iranian oil back on-stream in the eighties, world supply was again more
than adequate for immediate demand. Inflation associated with the price of
oil subsided. These events seemed to support the general axiom of
economists that price, reflecting scarcity, can always conjure new supplies
(box 6.2). American oil production had, however, peaked in 1971, exactly
as the Shell geologist M. King Hubbert, the original analyst of peak oil,
had predicted.

Box 6.2
When Price Signals Fail



The market occupies a sphere dedicated to short-term profit, divorced
from ecological realities, so that when production is robust, prices reflect
the immediate glut, not the ultimate scarcity, a situation common both to
oil and the Newfoundland cod fishery.

Mainstream economists insist that scarcity is always reflected in price
and that price in the marketplace is a reliable mechanism for regulating
the flow of resources—indeed, the only efficient one. That alleged
efficiency was not demonstrated in relation to oil: though it may have
facilitated the recovery of new sources in the 1970s when relatively
accessible oil was still available to be exploited, it has been a poor and
approximate mechanism as supplies of cheap oil declined (see chapter 14
for the current situation with shale oil and gas). There was no gradual
rise in 2007-2008, for example. Instead, prices hit stratospheric levels in
a matter of a few months.

The Canadian cod fishery was an early and catastrophic example of
the decline of fisheries worldwide. After unprecedented levels of
harvesting from the late 1950s, the catch collapsed to nineteenth century
levels in the mid-1970s; the fleet renewed its intensity, but cod had

virtually disappeared by 1992 and has not recovered (figure 6.1).%
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Figure 6.1
Collapse of Atlantic Cod Stocks off Newfoundland in 1992.
Source: Millennium Ecosystem Assessment 2005. Courtesy of World Resources Institute.

Even though the world fishery as a whole is in decline,® seafood prices
do not properly reflect this fact, and do not much moderate the level of
exploitation. Though prices for Patagonian toothfish and bluefin tuna are
now extremely high, this has occurred only as the stocks have
approached collapse—and there are sufficient ultra-rich consumers to
keep paying the prices in any case (see the discussion of Citigroup’s
Plutonomy Report in chapter 15). Daniel Pauly has pioneered the
ecosystem approach to fisheries analysis, exploring the phenomenon of
“fishing down the web” to ever-lower trophic levels, a process that may
end up offering a harvest of little but jellyfish.¢ Pauly has also stressed
that, in estimating the true losses of biomass, original abundance should
be taken as the baseline rather than arbitrary benchmarks of a decade or




two ago;® the destruction involved in ongoing economic expansion is
obscured when comparisons are restricted to recent times. In the case of
fisheries, price signals, further distorted by widespread government
subsidy, have had little or no influence on the conservation of the
resource.” In the case of exhausted fish stocks, substitutes are unlikely to
be generated by high prices.

Notes

a Millennium Ecosystem Assessment 2005, 58.
b Pauly 2010.

¢ Evans 2012.

d Gershwin, 2013.

e Pauly 2010.

f Pauly 2011, 34-35. Pauly sees the principal obstacles to sustainable
fisheries as fleet overcapacity, biomass reductions of at least an order of
magnitude for large fish (such as cod, tuna, and large pelagics), wastage
of one-third of the global catch on fish-meal, a trade regime that
encourages first world importation of third world fish when our own
have declined, and the existence of some $30—$35 billion in government
subsidies which facilitate overfishing.

Neoliberals Take Charge: Thatcher and Reagan

By the mid-1980s, improvements in profitability and economic growth
owed much to the resurgence of adequate oil-supply at bargain prices. The



recovery is often attributed, however, to the economic policies adopted by
Prime Minister Thatcher and President Reagan, and then gradually by the
entire developed world. These policies adopted the economic approaches
proposed by Hayek, which had been dormant since before the Great
Depression.

Hayek’s central thesis, that government always exercises a detrimental
influence on the economy and should not be involved in economic
activity, had been put forward in The Road to Serfdom, a bestseller that
appeared in the United States in a Reader s Digest version within a year of
its initial publication in 1944°® and was much admired by Thatcher.
Neoliberal rhetoric blamed the 1970s crisis on government “interference”
in economic activities, and proposed a new regime of “freedom” for
business. According to the neoliberal doctrine, accumulation could be
reignited by the triptych of privatization, deregulation, and tax reduction (a
program also known as supply-side economics). The practical result was
the privatization of the infrastructure of the developed world, the gradual
opening of economies worldwide to unrestricted foreign investment, the
erosion of progressive taxation, and the celebration of “free trade” as the
panacea of prosperity for the globe. This regime remains with us in the
twenty-first century. Even after the global financial crisis of 2008
challenged the logic, these prescriptions for economic success still prevail.

Corporate America had never really relinquished its campaign against
New Deal policies, or its pro-market, antiregulation, anti-union, anti—
social welfare message. However, a modified balance of power between
capital and labor did persist in the United States up until the 1970s,
exemplified in the greater share of national income held by wage-earners
and the far lower share of national income held by the top 1 percent of US
households. Wealth follows a similar pattern, but is even more polarized.
At the time of the 1929 Wall Street Crash, the top 1 percent of US
households held close to 50 percent of the nation’s wealth, contracting to
35 percent around 1940 and rising again to 40 percent during the war. This
share had declined to little more than 20 percent in the mid-1970s before



neoliberal measures began to be implemented. By 1995, it was back above
35 percent.>”

Sections of the business community had never accepted greater relative
equality, finance capital in particular. Manufacturers were more likely to
settle for the Keynesian approach and the greater share of profits conceded
to workers because, on the one hand, there was a grave concern about the
spread of communism, and on the other, the devastation of their businesses
after the 1929 crash had been triggered by speculative financial dealings
during the 1920s.*° Yet, even if these views generated a degree of
compromise in that sector through the postwar boom, there was never
much tolerance for unions from US business, and the dissemination of
pro-business propaganda hardly missed a beat. The acceptance of union
participation in society that characterized some other forms of capitalism
(in Scandinavia, for example, and Australia to some extent) came under
attack from neoliberals worldwide.

Neither did the finance sector accept for long restrictions such as capital
controls and currency rules. By the late 1950s the first steps had already
been taken to reestablish capital mobility, so that international financial
markets revived through the 1960s, putting pressure on the overvalued US
dollar. In Harvard historian Jeffry Frieden’s view, everything changed
once the shock of the wars, the Great Depression, and the attendant
unraveling of the world’s formerly integrated economy began to recede.*!
Once the shattered cities of Europe and elsewhere had been rebuilt, the
sheer success of the postwar order brought national interests back into
conflict with the international economic system. Frieden sees Nixon’s
move away from gold as a choice for domestic popularity in a pre-election
year, in preference to honoring US responsibility as the linchpin of the
postwar international system.*? In any case, free market enthusiasts and
their business backers, already organizing themselves into a plethora of
think tanks, sought an end to all arrangements extraneous to their
priorities. While some sections of some societies saw the erosion of their



national ability to control capital flows as a threat, few countries were able
to resist successfully.

When the British Conservative Party lost power in 1974, Keith Joseph,
a cabinet minister in the defeated government, embarked on a project to
make neoliberalism the creed of the party and the nation. Joseph had been
familiar with the Hayekian IEA since 1964, and now proceeded to preach
the economic policies of Hayek and Friedman. He soon founded his own
free market think tank, the Centre for Policy Studies (CPS), with Thatcher
as vice president. Joseph went on to elaborate what would ultimately be
called Thatcherism: breaking trade union influence, fighting inflation with
monetary policy, deregulation, privatization, and tax cuts. Five years later,
at the end of the “winter of discontent,”® Thatcher won the May 1979
election. According to his biographer, Mark Garnett, Joseph spent those
five years on a “crusade to convert the country to his way of thinking,”

believing “it was his duty to fight back on behalf of the free market.”**

Thatcher herself was a devotee of Hayek’s ideas. At a British
Conservative Party policy meeting in the late 1970s, in response to a paper
recommending a “middle way” strategy, she slammed one of Hayek’s
books down on a table and announced, “This is what we believe.”* Once
she was elected, neoliberalism became firmly entrenched in British
economic policy. As she remarked in 1993, “The spirit of enterprise had
been sat upon for years by socialism, by too-high taxes, by too-high
regulation, by too-public expenditure. The philosophy was nationalisation,
centralisation, control, regulation.... This had to end.”46

Across the Atlantic, the Carter administration appointed the monetarist
Paul Volcker to head the Federal Reserve in 1979. Closely associated with
Wall Street, Volcker immediately tightened money supply and pushed
interest rates up to 15 percent—and later close to 20 percent— a measure
intended to tackle the inflation problem but also providing a handsome
restoration of profitability to financial interests.*” Throughout the 1970s,
business had cut costs in whatever way it could, including moving



production overseas, freezing wages for existing workers and lowering
wages for new. But the US economy remained mired in stagflation, and
people were faced for years on end with price surges, shortages at the
petrol pump, and sky-high interest rates.

Reagan was another admirer of Hayek’s work and used rhetoric similar
to that of Thatcher—curbing welfare, balancing the budget, and cutting
taxes. As in the UK, the neoliberal publicists were already well established
in proliferating think tanks. Nearly a third of Reagan’s economic advisers
were members of MPS,*® and the Heritage Foundation provided the newly
elected Reagan administration with a massive 1,000-page volume called
Mandate for Leadership, analogous to The Brick, written by Chicago
school economists and adopted by the incoming Pinochet dictatorship.*’
Reagan gave his cabinet members a copy of Mandate, a guide to the free

market way. It was described by one supportive journalist from the

Washington Post as “a kind of handbook for the new administration.”>°

The Heritage Foundation claims that nearly two-thirds of its policy
recommendations were implemented. Some thirty of the authors of this
tome were appointed to the administration, including the author of the tax
policy.’! Between them, the Heritage Foundation, the Hoover Institution,

and the American Enterprise Institute contributed 150 personnel to

Reagan’s administration.>?

The influence and tactics of the neoliberal intelligentsia were similar on
both sides of the Atlantic. MPS member Ralph Harris, head of the IEA and
mentor to Keith Joseph, saw the role of the think tank enthusiasts this way:

Americans can best judge the influence of the many MPS members surrounding
President Reagan. From Britain I have no quiver of doubt that Margaret Thatcher’s
central reform of trade unions, state industries, monetary policy, and much else owed a
great deal to the advisors and members of Parliament directly instructed in market
analysis by IEA publications shaped by Mont P¢lerin principles. But the decisive role

was played by our academics and journalists who helped transform public opinion on

the market alternative to the failing collective consensus.>>



“Globalization Round II”’: Rules Are Relative

Neoliberalism not only drew on ideological precedents and a long history
of business propaganda, it also aimed to revive the world market that had
emerged before World War I. Thomas Friedman, a New York Times
columnist and ardent free trade enthusiast, argues that ‘“the first era of
globalization and global finance was broken apart by the successive
hammer blows of World War I, the Russian Revolution and the Great
Depression.” He characterizes the “new era” as “Globalization Round
I1.7>* Friedman, for whom the late twentieth century resumed where the
early twentieth century “robber barons” left off, has no trouble being
blunt: “The driving idea behind globalization is free-market capitalism,”
he says.”>> For the citizens of the global south at the World Social Forum at
Porto Alegre in 2001, globalization was also understood as the latest
manifestation of capitalism, though they referred to a longer history than
Friedman’s, seeing it as “part of the continuum of colonization,
centralization and loss of self-determination that began more than five

centuries ago.”>°

Although the globalization narrative, as purveyed by the laudatory
media and embraced by most governments worldwide, implies that it is
about breaking down barriers and embracing the whole world on one big
level playing field, it is also clear that labor rights, economic justice, and
the environment are not up for inclusion in the new global rule book
(discussed in chapter 13). These values are not to be globalized, as the
media critic Norman Solomon has argued:

The form of “globalization” deemed worthy of the name by media is corporate
globalization, which gives massive capital even more momentum to flatten borders
and run roughshod over national laws.... Fans of “globalization” routinely contend
that protection of labor rights or the environment amount to unfair restraint of trade,

retrograde protectionism and antiquated resistance to “reforms.”’



Thus, globalization reflects the preferences of the global business elite and
ignores those of workers, the world’s peasant populations, people
concerned about protecting the environment, indigenous peoples, or
people committed to social justice.

Though Thomas Friedman favors a more liberal application of the
“level playing field” where the views of such groups might be heard, he
nonetheless celebrates market forces as the driver of Schumpeter’s
creative destruction:

The more you let market forces rule and the more you open your economy to free
trade and competition, the more efficient and flourishing your economy will be.
Globalization means the spread of free-market capitalism to virtually every country in
the world.... The essence of capitalism is the process of “creative destruction”—the
perpetual cycle of destroying the old and less efficient product or service and
replacing it with new, more efficient ones.... Those [countries] which rely on their
governments to protect them from such creative destruction will fall behind in this

61‘3.58

It was instructive to observe, in the course of the October 2008 financial
meltdown, that the harsh market prescriptions imposed on the Asian
economies in their financial crisis in the late 1990s were not deemed
suitable for the global north. In 2008, USA Today reported the outrage of
Koreans that, back in 1998, the “Americans told them to sell off assets and
get the government’s hands off the private sector>*—no bailout for them.
The destruction side of free market creative destruction, though imposed
mercilessly on the developing world as bitter but necessary medicine, was
assiduously avoided as the first world provided massive government
support to its “free market” institutions, apparently quite willing to risk
“falling behind,” as Friedman puts it. President Bush told CNN television
in mid-December 2008, “I’ve abandoned free-market principles to save
the free-market system.”® The rules of the free market game are
surprisingly fluid; they do not apply to the most powerful players or, at
least, are modified when these players’ own interests are at stake.



“Global Middle Class” to Save the World Economy

The broad acceptance of deregulation facilitated liquidation of the very
natural world that the scientists of the 1960s and 1970s had so urgently
argued needed protection. Indeed, unfettered extraction was one strategy
in the pursuit of renewed growth. Notions of embracing slower growth,
scaling down, or seeking a “steady state” remained outside mainstream
concepts of reality—for business and government alike. The neoliberal
concept for the world economy advocated extending the consumer
template to the whole world.

On the eve of the 2007 meeting of the Asia-Pacific Economic
Cooperation (APEC) forum in Sydney, the Economic Analytic Unit of the
Australian government’s Department of Foreign Affairs and Trade (DFAT)
published its report, APEC and the Rise of the Global Middle Class, a
document that describes APEC as made up of “member economies” (not
member countries). Focused squarely on the goal of economic growth, it
claims that “international integration and market liberalisation” (popularly
known as globalization) have led to the economic growth of recent years,
which in turn is driving the emergence of a new global middle class,
predicted to expand by some 2.2 billion people by 2030, many of them
concentrated in the Asia-Pacific region. The report expresses satisfaction
that the “increased purchasing power” of this vast new consumer class “is
contributing to the recent strength of global growth and should drive
stronger global growth in the future, helping to lift millions more out of
poverty and build further wealth ... boosting their living standards as the
pool of global consumers grows.” The rising global middle class is at one
point described as “the dividend” of economic globalization and at another
as “a down-payment on ... the fight against extreme poverty.”®! The future
of human civilization is viewed through the lens of consumption, which,
along with growth itself, is understood to be the solution to poverty.



The strategies for fostering these developments are familiar neoliberal
nostrums: free trade, liberalizing service industries, and expanding foreign
investment; strengthening the financial sector (there 1s no hint or suspicion
of the financial collapse that was to occur just twelve months later); and
finding ways to tackle environmental problems “within a framework of
continuing economic growth,” since “the key question for policymakers is
how to ensure that strong growth continues.” The report subordinates all
environmental issues, including global warming, to growth, and settles for
the hope that more growth will eventually allow attention to be paid to the
degradation caused by growth in the first place. The central motive for the
report’s commitment to environmental sustainability seems to be to
“ensure that environmental degradation does not threaten ongoing

growth.”%?

Based on the World Bank’s modeling for its 2007 Global Economic
Prospects, DFAT projects that the middle class will double as a percentage
of the world population by 2030, while the percentage of poor will
decrease by 20 percent. (Middle class is defined here as having some
scope for discretionary expenditure over and above basic necessities; in
the World Bank’s terms, this means their incomes are above about $12 a
day.) The figures do indeed project an extra two billion middle-class
people in 2030, and this outcome is said to represent “an unprecedented
decline in poverty and increase in affluence.” Urbanization will increase
and an explosion of new consumption is expected, its principal elements
being access to meat in the diet, car ownership, tertiary education, mobile
telephony, and international travel. Citing Goldman Sachs, the report
predicts that China could well have over 500 million cars on its roads by
2050 and India even more—between them far exceeding the entire global
passenger fleet in 2008, estimated at 622 million.%® The report is silent on
the implications of such a situation for either greenhouse gas emissions or
petroleum consumption; it ignores the danger to climate and assumes
resources will be available. According to DFAT, “the emergence of a new
consumer class represents the chance for business to tap new markets,



creating still further employment opportunities.”®* A brave new world of
multiplied consumers will drive economic growth—DFAT’s analytic
economists go no further.

The APEC report stresses that the poor (non-middle class) will decrease
as a percentage of world population. The poor will, however, actually
increase in gross numbers, though the report does not mention this aspect
of the statistics. More than five billion people will still be poor in 2030,
according to the World Bank’s modeling. More than five billion people
who lack the latitude of discretionary spending will still be struggling to
keep their families fed, clothed, and housed. This does not seem to be such
a “good news” story after all. Although the UN’s Millennium
Development Goals apply to the “extremely poor” (defined very narrowly
as those living on less than $1 a day), it is difficult to see much ground for
optimism,; if the gross numbers of people living in poverty are not going to
decrease, it 1s hard to share DFAT’s satisfaction with the role of APEC or
globalization or economic growth in “lifting millions out of poverty.” The
most that can be claimed about the figures presented here is that most of
the 2.2 billion extra people expected on earth by 2030 will be added to the
“global middle class™ rather than to the mass of the poor. This assumes,
however, that roughly three times as many Western- style consumers can
be accommodated as occurs today—which seems unrealistic.

The neoliberal—or globalization—agenda so accurately depicted in the
DFAT report did not cause the ecological problems that have built up for at
least fifty years, but it has compounded them. What we now confront is
the moment when the exponential curve has turned the corner and is
approaching the planet’s physical limits, when, for the first time, we are
doubling massive populations and colossal production systems every few
decades. The economist Ross Garnaut, in his July 2008 address to
Australia’s National Press Club, remarked in passing that world economic
output will be fifteen times greater in the course of the current century.®
The financial collapse of late 2008 and the subsequent ongoing recession
slowed this trajectory only modestly, with all governments (along with the



corporations) frantic to restart the expansion. Since material artefacts will
make up the majority of such an expanded output, it is hard to imagine
what kind of world would harbor a human economic apparatus fifteen
times greater than the present one.

As the sustainability advocate Gianfranco Bologna argued in
Wackernagel and colleagues’ first Footprints of Nations study:

Western Europe and North America, when entering their period of rapid
modernisation after World War II creating a modern consumer economy ... contained
“only” 440 million people (280 in Europe and 160 in North America). Today Asia—
the region from Pakistan eastwards till Japan—has 3.1 billion people, more than half
of the world’s population.®®

The cornucopian promise of global prosperity needs to be considered in
the light of these figures. The US or Australian rate of consumption is not
a realistic goal for everyone, suggesting that American and Australian
consumption will need to contract. If China alone were to use oil at the per
capita rate of the United States, for example, it would require some 82
million barrels a day—only marginally less than the whole world currently
uses.%” In the case of paper, Chinese consumption per person at US levels
would take more paper than the world produces.®® Even consumption at
the more moderate European rate, about half the US or Australian rate, is
unlikely to be viable for China, let alone for everyone. When large
increases in population are factored in, the idea of generating prosperity
for all through accelerating economic growth would seem laughable if it
were not the apparent intent of governments and businesses worldwide.

The Garrett Hardin approach, where the rest of humanity is abandoned
to starve, is obviously unacceptable. But the consumer route to plenty is
also fatally flawed. Strategies other than growth are thus clearly required
to address the poverty that still prevails for almost half the world’s people.
After a century that saw twentyfold economic growth, billions of people
still lead precarious lives, indicating that growth has not been very
successful in addressing their needs. Furthermore, if growth at twentieth-
century levels and consumption at first world levels is not universally



feasible, growth would be a questionable tool, even if it had a more
promising record. Contraction on the part of the developed world appears
to be an essential aspect of the only option in this as in almost all other
issues of consumption and environment.

In the next chapters, I turn from the neoliberal pursuit of growth in the first
world to the global south and the history of the application of the growth
template to its people. Two interrelated questions loom. First, who has
benefited and how successful has development been in addressing the
imperative unmet needs of third world people? Second, what has happened
to the natural environments on which billions of these people rely?



“Development” and Globalization: Exporting

Growth

The house economy is based on livelihood; the corporation’s on acquisition.
—Arturo Escobar, 1995
The problem of poverty lies not in poverty but in wealth.

—Wolfgang Sachs, 1999

Colonial Roots

As indicated in the introduction, the world beyond Europe was
progressively overtaken by the expansion of the past five hundred years.
Unlike many of his disciples of more recent times, Adam Smith was alert
to the uneven distribution of benefits from this protracted series of events.
A late eighteenth-century witness, aware of the extraordinary commercial
success of the colonial enterprise for the metropolitan powers, Smith did
not observe any concomitant new-found prosperity among the conquered.
Quite the reverse:

The discovery of America, and that of a passage to the East Indies by the Cape of
Good Hope, are the two greatest and most important events recorded in the history of
mankind.... To the natives, however, both of the East and West Indies, all the



commercial benefits which can have resulted from these events have been sunk and
lost in the dreadful misfortunes which they have occasioned.... At the particular time
when these discoveries were made, the superiority of force happened to be so great on
the side of the Europeans, that they were enabled to commit with impunity every sort
of injustice in those remote countries.... In the mean time, one of the principal effects
of those discoveries has been, to raise the mercantile system to a degree of splendour

and glory which it could never otherwise have attained to.!

The “misfortunes” occasioned by Europe’s superior force include the
horrific fate of the indigenous people of Potosi (now Bolivia), forced to
mine silver for Spain in the sixteenth century; the Moluccan Islanders’
spice trees, ripped out by the Dutch to preclude competition in the
seventeenth; the depredations of the slave trade, visited on West Africa for
several centuries; and Congolese rubber tappers, enslaved into the
twentieth century by King Leopold of Belgium, who ordered the
amputation of their children’s limbs when they failed to meet quotas of
rubber production for the lucrative new bicycle trade.?

The state of the world and its people today is largely the legacy of that
history. Whole continents were appropriated, their natural resources
repatriated back to Europe, and regimes of property ownership suitable to
European goals and interests were frequently imposed. The newcomers
carved out entities to suit themselves, imposing boundaries where none
had been, boundaries that often proved inappropriate and irrational when
the colonies were launched as nations after World War II. As the world
outside Europe was progressively reconfigured to harvest this “splendour
and glory” for the rich world and its allies, its indigenous peoples were
infected, murdered, enslaved, and dispossessed.

The strategy of promoting increasing consumption has been touted as
one that will solve the enduring poverty of the erstwhile colonial world.
The notion is popular, as APEC and the Rise of the Global Middle Class
suggests, even though, as the figures demonstrate, the gross numbers of
the (non-middle-class) poor are not predicted to decrease under this plan
(discussed in chapter 6). Even before the global financial crisis of 2008—
2009, poverty was expected to be reduced only in relative terms and, given



the risks built into the market economy, might not be ameliorated at all.
The financial crisis, when it came, cut across this optimism. The UN
Children’s Fund® warned in June 2009 that an extra 100 million people
were going hungry in South Asia alone compared to the situation two
years earlier. Later that month, the UN’s Food and Agriculture
Organization (FAO) stated that more than one billion people were going
hungry every day for the first time in human history. Although the FAO
noted a reduction during 2010, it warned that renewed increases in food
prices would reverse this trend and that economic growth alone would not
solve the problem. Food prices did rebound in 2010 and, though they have
declined again, have not returned to the levels seen before the price
upsurge that began in 2007.%

The central strategy offered to the rest of the world by the spokespeople
of the rich has been the expansion of the prosperity “pie,” though methods
of pie inflation have varied. A bigger pie will do the trick, we have been
told for sixty years, with planned development as the method in the first
thirty years and a version of free trade in the next thirty. In both scenarios,
the poor would ultimately get a decent slice and the rich could expand
their opulence. In this approach, the rich need not concern themselves with
any call for fairness or redistribution; nor need there be any accounting of
the historical debt of the European cultures to the people they colonized.

Progress and the Development Discourse

Although the idea of Western-style economic development for poor
countries is taken to be natural, inevitable, and the self-evident solution to
poverty in 2013, this was by no means obvious as World War II drew to a
close. Indeed, during the preceding centuries of colonial rule, the
metropolitan powers tended to suppress any competition their colonies
might offer, and the European rulers of much of the planet were not
particularly distraught about the poverty of the ruled. Australian economist



H. W. Arndt’s semantic history of the concept “economic development”
suggests it made only scattered appearances in public debate through the
early twentieth century. “Material progress” and “economic progress”
were much commoner terms; these did not imply intentional pursuit but,
rather, were expected to flow naturally from profit-making activities.’
Only after the war did “economic development” gain ground, with the
stated agenda of raising the per capita income and the national welfare of
entire populations. By 1960, a whole new academic field of development
economics had defined people’s well-being in terms of economic growth
and the exploitation of resources.

President Truman’s inauguration speech in January 1949 marked the
point where the United States signaled its intention to extend modern
industrial production to every corner of the earth:

More than half the people of the world are living in conditions approaching misery.
Their food is inadequate, they are victims of disease.... For the first time in history
humanity possesses the knowledge and the skill to relieve the suffering of these
peoples.... I believe we should make available ... the benefits of our store of technical
knowledge in order to help them realise their aspirations for a better life.... What we
envisage is a program of development based on the concepts of democratic fair
dealing ... Greater production is the key to prosperity and peace. And the key to
greater production is a wider and more vigorous application of modern scientific and

technical knowledge.’

The new development economists’ pursued the Truman vision and
regarded technology and capital accumulation as the major elements of
human progress. Prominent among them were Yale graduate and high-
level government adviser Walt Rostow and Caribbean-born W. Arthur
Lewis, who spent much of his academic career at Princeton and shared the
Nobel Prize in Economics in 1979.

In The Stages of Economic Growth: A Non-Communist Manifesto,
published in 1960, Rostow described five stages of economic growth, with
apparent confidence in their inevitability. Stage one societies— traditional
“pre-Newtonian” societies—lack science and technology, which sets a
ceiling on productivity. The second stage prepares societies for “take-off”



as modern technique is applied and the centralized nation-state is
established. In stage three, when the nation “takes off,” savings and
investment surge and “growth becomes its normal condition.” Take-off is
followed by stage four, a longer period of consolidation, as investment and
savings increase and the new surge in profits is reinvested. In the fifth
stage the economy graduates to “the age of high mass-consumption,”
considered by Rostow to be the hallmark of economic maturity.®
Curiously, Rostow never mentioned coal or oil—or any kind of fossil
energy—as the driver of the growth he regarded as the ultimate stage of
history, preferring human-generated ‘“science and technology” for that
role. Nor did he or any of his colleagues question whether the template of
the past could be automatically applied to the present.

Lewis’s influential ideas were summarized in his 1954 essay,
“Economic Development with Unlimited Supply of Labour.” He saw the
“underdeveloped countries” as composed of two worlds, split between a
“primitive” sea of economic darkness and rare islands of urban light where
the Westernized men of the future had already embraced suits, European
languages, Beethoven, and philosophers like Mill. The gradual
displacement of traditional cultures and subsistence livelihoods by the
industrial money economy was both necessary and inevitable. “Take-off”
demanded increased savings as the first step toward the accumulation of
the capital on which all progress depended; these savings could occur only
within the elite:

We are interested not in the people in general, but only say in the 10 percent of them
with the largest incomes, who in countries with surplus labour receive up to 40
percent of the national income ... the remaining 90 percent of the people never
manage to save.... The central fact of economic development is that the distribution of

incomes is altered in favour of the saving class.’

This argument, suggesting that income must be concentrated in the elite
classes, contradicts Truman’s supposed objective of bringing solace to the
mass of the people “living in misery”; as for “democratic fair dealing,”
there was certainly no plan to ask them what they thought or wanted.



Equally problematic, the home-based savings effort envisaged by Lewis
occurred only rarely, and whatever take-oftf materialized relied on foreign
investment and borrowing from Western banks. It was transnational
corporations that accumulated most of the capital rather than the local
people.

Arturo Escobar, a Colombian anthropologist and critic of these
development theories, quotes a 1951 UN committee on which Lewis
served:

There is a sense in which rapid economic progress is impossible without painful
adjustments. Ancient philosophies have to be scrapped; old social institutions have to
disintegrate; bonds of caste, creed and race have to burst; and large numbers of
persons who cannot keep up with progress have to have their expectations of a
comfortable life frustrated. Very few communities are willing to pay the full price of

economic progress. '’

The World Bank and various UN development agencies were centrally
involved in drawing up plans for numerous countries, often without input
from the people. Escobar, who witnessed the bank’s first big plan for
Colombia, noted how little say Colombians had in the process.

The theories of development on which almost all the interventions were
based harbored two key assumptions. In the first place, economic growth
was regarded as an inevitable stage of human civilization, a natural and
linear progression from more “primitive” social forms to modernity, with
European history providing a universal template. Second, economic
growth was seen as a process of indefinite duration, with no limits in space
or time.

For the descendants of the Europeans (me among them), modernity has
been a considerable blessing. Women, certainly, have more rights to
independence and fairness than in most other stages of known history.
Both men and women in Western countries have been progressively freed
from the threat of famine and starvation that recurred through feudal times
in Europe, and the majority of first world people have enjoyed some



measure of material security during most periods since the early twentieth
century.

An immense price was paid for these advances, however. The peasants
of England in the first place, and of Europe as time went on, were
separated from their livelihoods and cast adrift as landless people seeking
work and a wage. One of the main penalties of modernity was exacted
from these rural commoners, who were progressively dispossessed, and
from their children, who migrated over time into the industrial cities.!! An
even greater penalty was paid by the dispossessed and enslaved
populations of Europe’s colonies.

Even if the brutal effects could be eliminated from the equation, there
are few grounds to believe that the path embraced by early modern
Europeans could be replicated in the postcolonial world. From Cortez to
Cook, they launched out into a poorly defended world where an apparently
infinite supply of natural riches was available for them to expropriate—not
a situation in which developing countries found themselves after World
War II. The new Indonesia, for example, had access to numerous “empty”
islands and West Papua, but none of the new nations had the “superior
force” that would allow them to sail off and conquer territories on the
other side of the world. The specific historical conditions enjoyed by
Europe during its colonial expansion were ignored by the development
theorists. These conditions included vast quantities of cheap (often stolen)
resources, and captive peoples who could be fashioned into markets and
obliged to accept tens of millions of Europe’s own surplus population,
people who themselves had no livelihood, having been swept from the
land into the cities. The development theorists also ignored the role that
the entire colonial process had played in the impoverishment of the
countries now being designated as underdeveloped in the mid-twentieth
century. For Truman, these pitiable people were stragglers who only
needed help along the same route. Greater production—a bigger pie—was
the key; the scientific and technical knowledge that blossomed out of the
European heritage was thought to be the appropriate means to that end.



None of the development economists looked at the primitive
accumulation that underpinned European savings and investment, or
noticed that most such avenues were not available to third world countries
in 1950. Indeed, as noted above, the funds required for the “take-off” and
“big push” into the rapid accumulation of capital had to be borrowed from
the Europeans themselves, which ultimately led to endemic debt crises and
failure to accumulate much at all except debt. Such vastly different
circumstances may help to explain why, although significant
industrialization occurred in the non-Western world during the
development era, prosperity did not follow.'?

Truman’s stragglers did not catch up.

With few exceptions,

Escobar identifies what he calls the development discourse as a version
of Edward Said’s “orientalism”—the way Europeans have defined and
managed non-European cultures through the lens of their cultural
superiority. For Escobar, this attitude was inherent in the idea that it was
essential to “modernize” peasants and submit feudal relations to
marketplace rationality, to sweep aside “backward” cultures in their own
interests.'?

The development planners of the first thirty years after World War II did
indeed seem indifferent to actual outcomes. While the so-called “Brazilian
miracle” powered along for several years around 1970, for example, with
growth in Brazil’s GDP running at 10 percent, poverty and unemployment
increased, the distribution of income was further polarized, and low-
income groups were worse off in absolute terms than they had been.'* In
this case, the pie (measured as GDP) certainly grew, but only Lewis’s
saving class benefited.

There 1s no disagreement among historians and economists of all
persuasions that the world experienced a huge surge in economic growth
during the 1950s and 1960s. The World Bank measured an annual global
rate of GDP growth between 4 and 6 percent in every postwar year until
1974, levels matched again in only a few scattered years between 1975



and 2004;'> this amounted to a global tripling of industrial production in
the twenty years from 1950 to 1970. GDP grew everywhere in those
decades, including Africa, but the most rapid expansion occurred in Japan
and in Western Europe. Though GDP growth in percentage terms was
comparable in the third world, the minuscule base dictated a far smaller
gross expansion there, and rapid population growth also minimized the per

capita increase. '

Neither is there any argument that third world countries did see an
increase in industrialization in the development era, as the gap between
first and third world manufacturing capacity narrowed. What is doubtful is
the extent to which these developments actually led to the catch-up in
prosperity that Truman advocated and the development economists
confidently predicted. Though first and third world levels of
industrialization converged between 1960 and 1980, per capita income did
not.!” The hierarchy of wealth between the OECD countries and the rest
persisted, with few exceptions. In short, the development project, while
fostering industrialization in the third world, had little impact on
prosperity there, suggesting that the reliable causality assumed between
the two was mistaken. The first development era’s rhetoric of saving the
world transferred the values of growth economics to the global south,
while sharing few of the potential benefits with the people.

Globalization: Over to the Market

The development model fell from favor inside the international institutions
of the first world after 1980 and was rapidly replaced with neoliberal
nostrums, especially the idea that free trade would solve all the world’s
problems, including “underdevelopment.” During the course of the next
decades, the full suite of solutions was offered and in many cases imposed
by the World Bank and the IMF. When third world countries were in
financial trouble, funds were made dependent on “structural adjustment



programs” (SAPs), which required privatization, tax cuts, and the
dismantling of whatever meager welfare programs the state might have
had in place. The very same institutions that had been the arbiters of the
Bretton Woods system from World War II until 1973 were still in charge of
the globalization agenda. The changes concerned only the ruling ideology
within those organizations, not a realignment of the power of the
institutions themselves.

With uncanny echoes of the promises of the late 1940s, purveyors of the
new orthodoxy claimed—ijust as Truman had done—that the means to
solve the poor world’s problems were finally at hand. In The End of the
Third World (1986), the economist Nigel Harris argued that the dispersal
of the global manufacturing system was bringing the third world to an end
and breaking down the old simple distinctions between “First and Third,
haves and have-nots, rich and poor, industrialised and non-industrialised.”
Instead we have “one world [which] offers the promise of a rationally
ordered system, determined by its inhabitants in the interests of need, not
profit or war.”!® Eleven years later, in 1997, Renato Ruggiero, the first
director-general of the World Trade Organization (WTO), claimed that we
now had “the potential for eradicating global poverty in the early part of
the next century—a utopian notion even a few decades ago, but a very real
possibility today.”!” The claim that millions have been, are being, or will
be “lifted out of poverty” by the wonders of globalization still litters the
pages of think tank articles, World Bank reports, and the popular press,
appears several times in the APEC report discussed in chapter 6 and is
endlessly repeated by senior politicians, businessmen, and economists of
the first world.

These enthusiastic claims do not, however, tally with empirical
research. Political economist Giovanni Arrighi and colleagues found that
the free trade era was no more successful in lifting incomes in the third
world than the development era had been. A surge in industrialization
occurred in third world countries in the period from 1980 to 1998, and
though a handful of countries improved their income situation—notably



South Korea, Taiwan, and, increasingly, China—the expected
improvement was not spread evenly.”’ The prominent World Bank
economist William Easterly confirms these findings. From 1980—when
SAPs began—to 1999, third world countries stagnated economically “in
spite of policy reform.” Notwithstanding the inclusion of China’s
sustained growth in the calculation, median per capita growth in the
overall third world was zero, a major reduction from the 2.5 percent figure
for the two decades before 1980.%!

Free Trade: “Kicking Away the Ladder”

Free trade is an axiomatic good in the neoliberal ideological armory. Trade
is supposed to add to the wealth of nations by giving each the chance to do
a lot of “what it does best”—and to import other things with the
proceeds.”? Nancy Birdsall, a development policy researcher with many
decades of experience at the World Bank, the American Development
Bank, and development research organizations, challenges the automatic
benefits said to be bestowed by free trade. She suggests that the market
power of the rich allows them to impose rules and regimes to their own
benefit and deploy their immense resources in their own interests. The
poorest countries do not stand a chance:

Highly dependent on primary commodity and natural resource exports in the early
1980s, their markets have been “open” for at least two decades, if openness is
measured by their ratio of imports and exports to GDP. But unable to diversify into
manufacturing (despite reducing their own import tariffs) they have been victims of
the decline in the relative world prices of their commodity exports, and have, literally,

been left behind.?3

Among many difficulties—and despite lowering their tariffs—third
world countries have so far been unable to force Europe and the United
States to reciprocate by reducing their large agricultural subsidies. Rich
developed countries provided more than $250 billion in 2011 in support
and protection for their own agriculture;>* this is a perplexingly large



subsidy in what is supposed to be a free trade regime. In the globalization
period, earning foreign currency is reckoned to be more important for
developing countries than growing food by and for local people, especially
in the view of the World Bank and the IMF, who wish to see loans repaid.
Free trade has brought another generation of smallholders under terminal
pressure, including dairy farmers in Jamaica, tomato farmers in Senegal,

and chicken farmers in several West African countries.?>

The historical evidence from the countries of the developed world does
not support the idea that free trade underpinned their rise to economic
dominance. As the Cambridge economist Ha-Joon Chang argues in
Kicking Away the Ladder:

How did the rich countries really become rich? [They] did not get where they are now
through the policies and the institutions that they recommend to developing countries
today. Most of them actively used “bad” trade and industrial policies, such as infant
industry protection and export subsidies—practices that these days are frowned upon,

if not actively banned, by the WTO.26

Before shifting to free trade in the mid-nineteenth century, Britain had
practiced protection for its infant industries for centuries, banning Irish
woolen goods and Indian cotton, for example, until British industries
could surpass their competitors. Through the nineteenth century and up to
the 1920s, the United States was “the fastest growing economy in the
world, despite being the most protectionist.” Chang concludes that the
supposed causal relationship between free trade and economic growth and
prosperity is tenuous at best and not apparent from history; in Chang’s
view, the most plausible explanation for the popularity of free trade in rich
world countries is that they are aiming to “kick away the ladder” they have
already successfully climbed.?’

Furthermore, despite prominent claims to the contrary from World Bank
researchers, there is little evidence that third world free traders fared better
than more protected economies in the last two decades of the twentieth
century. As noted above, commodity producers were endangered by open
trade. Robert Wade of the London School of Economics notes that the



World Bank researchers treat China and India as “globalizers” and
attribute their trade growth to openness, even though the definition of
globalizer 1s based on volume of trade rather than on removal of trade
barriers. China and India are not, in any case, straightforward examples of
liberal trade regimes:

They began to open their own markets affer building up industrial capacity and fast
growth behind high barriers. In addition, throughout their period of so-called openness
they have maintained protection and other market restrictions.... China began its fast
growth with a high degree of equality of assets and income, brought about in distinctly
non-globalised conditions and unlikely to have been achieved in an open economy and
democratic polity.

Their experience—and that of Japan, South Korea and Taiwan earlier—shows that
countries do not have to adopt liberal trade policies to reap large benefits from trade.”®

One further problem with the free trade agenda is its reliance on the
consumption of immense quantities of fossil fuels. The fuel for the fleets
of ships, trucks, and planes involved in trade is a significant part of the
drain on the oil resource and the escalation of greenhouse gas emissions. A
UN report in early 2008 estimated that nearly 4.5 percent of all carbon
dioxide emissions are attributable to the merchant shipping that moves
cheap goods around the world, emitting approximately twice as much
carbon dioxide as aviation.”” Air freight, too, is problematic; perishable
and high-value items travel by air (35 percent of the value of all goods
traded internationally, according the International Air Transport
Association}—an even more intensive expenditure of petroleum-based
fuel.>® All of this movement involves profligate expenditure of energy,
contributing 6 or 7 percent of global CO, emissions.

Debt

While the first world was assigning the development task to trade and
foreign investment, the role of debt in third world poverty was largely
ignored. The development phase of the postwar years already involved



substantial borrowing by third world countries. Most of this debt was
essentially unrepayable from very early on, since new loans were soon
being made to pay off the previous loans, and sometimes merely the
interest on these, a classic Ponzi scheme.?! The financial crises of the
1970s drastically deepened that debt. Loans to third world countries
increased dramatically through the 1970s, when the surge of petrodollars
swelled the global pool of capital seeking profitable investment; when
Volcker hiked the US interest rate, these loans soon became onerous or
unrepayable.

According to Jubilee Research—a coalition of aid agencies, trade
unions, and churches that has fought to cancel third world debt—as much
as 20 percent of these loans were spent on arms, which could not be
expected to generate any income to finance repayment.’? In addition,
entire loans to many regimes, including to dictators such as Presidents
Marcos (Philippines), Galtieri (Argentina), and Mobutu (Zaire, now
Democratic Republic of Congo), have been characterized by critics and
aid agencies as “odious” or illegitimate lending, in which the money was
not spent on the needs of the population that would later be held
responsible for paying it back but, instead, was frequently squirrelled
away in Swiss bank accounts. The development economist Stephen
Mandel has shown in detail that numerous third world countries would
actually be owed money if their odious debt were canceled.® Significant
fractions of the still-mounting third world debt fall into the categories of
illegal and illegitimate debt. Notwithstanding certain precedents, most
creditors resist cancellation, however extreme the circumstances.>* Several
notorious cases of odious debt involved countries the West wanted to keep
on its side during the Cold War, such as loans made to the Philippines
when Marcos was in power. In another case, billions were loaned to Zaire
by the IMF, even after its own appointee advised the head office that
corruption was so serious that there was “no (repeat no) prospect for
Zaire’s creditors to get their money back.””



Even legitimate loans made for infrastructure such as dams and ports
benefit a restricted class of people, though serviced by the entire
population. And it is the very poor who suffer most when conditions for
debt rescheduling include such measures as the abolition of health,
education, and farming assistance. Since major infrastructure projects
were almost always carried out by global corporations, often US-based,
the cash flowed back to the United States or other parts of the developed
world and often never left. In 1993, for example, the World Bank’s net
disbursements to the third world came to just over $7 billion, while the

borrowing countries’ payments to corporations was $6.8 billion.>

When US central bankers began the interest rate hike that aimed to
solve the persistent inflationary trend of the 1970s, third world recipients
of massive loans suddenly found their interest rates tripled and
quadrupled; many could no longer repay even the interest. By the time
defaults began, with Mexico in 1982, global financial institutions had
adopted the neoliberal paradigm, and SAPs were imposed as the price of
rescheduling the debt. State-owned enterprises had to be sold into private,
often foreign, hands; agriculture had to be reoriented toward export
earnings; taxation had to be reduced; and meager local welfare provisions
had to be dropped. These measures masqueraded as rational economic
policy for developing nations, but the privileging of export earnings can be
better seen as an attempt to protect the interests of the first world bankers
whose loans were in jeopardy.

The subsequent bailouts of defaulting countries had similar results. The
IMF payments made to countries such as Thailand and South Korea after
the East Asian economic crisis of 1997 had to be paid straight out again to
their creditors in the first world financial system, while the nations still
owed the money to the IMF.>” Twelve years later, in the wake of the 2008—
2009 financial crisis, the G20 provided the IMF with hundreds of billions
of dollars, ostensibly to bail out the world’s poor. Again, the funds were
dispensed as loans to be used for repayment of outstanding debt—
described by Ross Buckley, professor of international finance law at the



University of New South Wales, as “a stimulus package for the rich

countries’ banks.”38

Between 1970 and 2002, the total debts of the poorest countries went
from $25 billion to $523 billion, with African debt alone rising from $11
billion to $295 billion. Over this period, African countries fully repaid
$550 billion on loans totaling slightly less; because of interest
requirements, however, almost $300 billion remains outstanding (figure
7. 1).39 Latin America also ran on a debt treadmill. It owed $209 billion in
1982; over the next twenty years, despite interest payments of $574 billion
(more than it received in extra funding), its long-term debt had mounted to
$674 billion.*
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Figure 7.1
Africa’s Debts, 1970-2002: Loans, Repayments, and Outstanding Debt.
Source: UN Conference on Trade and Development (2004) based on World Bank data.

The net effect of these immense rolling debts, loaded up with
compounding interest, endlessly rescheduled, many unrepayable, has been
a huge ongoing outflow of funds from the third world to the first, a flow
that dwarfs the entire first world’s contribution of aid, private investment,
and new loans put together. On the basis of OECD figures, the political
scientist Susan George has calculated that a net amount of $418 billion
flowed back to the first world in debt service payments alone during the
period from 1982 to 1990 alone, an amount equivalent to six Marshall
Plans for the rich at the expense of the global south. As the African case
above demonstrates, this avalanche of repayments has done little to defray
the debt. As George points out, the total flow of funds to the rich world is
in fact far greater if “royalties, dividends, repatriated profits, underpaid

raw materials and the like” are added.*!

Far from enhancing development, debt has trapped most of the
developing nations in a vain and marathon attempt to generate sufficient
economic growth to repay an ever-bloating debt. This situation encourages
enterprise directed not toward the needs of local populations but toward
the needs of first world creditors; production is directed to export earnings,
generated by extractive industries such as cash crops and mining for rich
world consumption.

Sixty Years On: Who Benefits?

To best assess the effects of sixty years of development and the claims of
lifting millions out of poverty, this section looks at the evidence of
whether Truman’s stragglers have indeed been catching up. Has the gap
between the wealth of first and third world countries begun to be bridged,



and how has any new prosperity been shared between and within
countries?

Methodological Difficulties

There are wide disagreements about both the scale of global poverty and
inequality and the direction of change.*> Estimating levels of inequality
between countries is beset with methodological difficulties, and
quantifying trends in such inequalities with even more. Quantifying
poverty is equally challenging. Both exercises involve making choices
between methods of measurement and data collection, and matching the
chosen data across time. The World Bank has revised its figures on
poverty downward in recent years, claiming sharply improved conditions,
but whether this claim reflects any real improvement is unclear.

The World Bank does not start out with a clear definition of what
extreme poverty means. Its money-based metrics are not based on any
agreed-upon minimum requirement that would avoid extreme poverty,
such as the cost of adequate nutrition. Instead, it uses an arbitrary
international poverty line loosely based on available national poverty
lines. Critics of the bank’s methodology, such as the economists Sanjay
Reddy and Thomas Pogge from Columbia University,* warn that the
bank’s figures most likely understate the extent of global poverty, and that
its recent claims of a steep decline in poverty lack adequate justification.
They call for a new definition of poverty based on the actual requirements
of real human beings.

Even within the money metric, one must choose between market
exchange rates and purchasing power parity (PPP). Purchasing power
parity attempts to measure what a set amount will actually buy in different
places and is considered to yield a more accurate comparison than market
exchange rates would do. World Bank calculations of PPP are, however,
cobbled together from disparate national figures and arbitrary base years
and distorted by what is included in the basket of goods. Services such as
haircuts, which are cheap in poor countries, are included, even though the



extremely poor do not buy such services and struggle to afford the food
they need. Purchasing power parity also downplays the weight of items
governed by market price and exchange rate, which increasingly includes
all the staple foods. Reddy and Pogge propose that, even within the bank’s
money metric, a food-based or bread- and-cereal-based PPP would be
more appropriate than the basket approach—and would inevitably raise

the poverty line and, thus, the numbers of the poor.**

Another problem arises from averaging data over the entire third world.
This ignores the fact that the “Chinese miracle” 1s not generalized across
the rest of the world.*> When China is treated as a separate case and
excluded from the calculations, polarization between the first world and
the third world has clearly increased, whatever combination of
methodologies is used. Thus, much of the self-congratulation noted earlier
is based on the changes seen in China over the past thirty years.

The way poverty is defined affects assessments of how many people
have actually been “lifted out of poverty.” The World Bank’s dollar-a-day
metric, supposed to equate to “absolute poverty,” has been adopted by the
UN in its Millennium Development Goal of reducing extreme poverty by
half. Robert Wade has pointed out that a dollar a day was about one
quarter of the 1999 world median income expressed in PPP ($1,690 per
annum), an entirely arbitrary benchmark, and a truly pitiful amount in the
first place.*® David Woodward and Andrew Simms of the UK’s new
economics foundation calculated that someone living on the adult
minimum wage in the UK and without access to free services would have
to be supporting thirty-six children to experience life as those living on $1
a day in the third world do.*” The bank has since adjusted the international
poverty line figure to $1.25 in 2005 dollars, still “far too low to cover the
cost of purchasing basic necessities,” according to Reddy.*® Given that
half the world’s people, about three billion in 1999, were living on less
than $1,690 a year at that time, it is obvious that a minor adjustment of the
chosen poverty line will lead to the numbers of the poor fluctuating by
hundreds of millions.



Polarization of Rich and Poor Individuals within Countries

At the wealthy end of the spectrum, the economic growth of the past three
decades has yielded results beyond the dreams of avarice for a restricted
class of super-rich. According to Wade:

In most countries for which we have data, after-tax income distribution has become
much more unequal since about 1980.... The top 1% of income earners has received a
rapidly growing and hugely disproportional share of national income. All over the
world—from New York and London to Beijing, Mumbai, and Lagos—a small section

of the population is gathering vast personal fortunes.*

The situation of the top one-tenth of 1 percent in the United States
illustrates the point: while workers’ pay has atrophied or declined, the top
0.1 percent (a mere 145,000 individuals) garnered an average annual
income of $3 million in 2002; they had multiplied their income by two and
a half times in the twenty-two years from 1980 and doubled their share of
the national income to 7.4 percent of the total. In the period from 1990 to
2002, for every extra single dollar earned by people in the bottom 90
percent of US taxpayers, these ultra-rich individuals brought in an extra
$18,000. They were also the only taxpayers whose share of the taxation
burden declined in 2002.°°

The notion of per capita GDP (on which most income studies rely)
suffers from the distortions that small numbers of outliers can create—as
in the example of George Soros joining a group of wage-earners in a bar
and producing an average millionaire. The United Nations Development
Programme’s (UNDP) Human Development Report for 2005 describes a
“divided world”:

The size of the divide poses a fundamental challenge to the global human
community.... The world’s richest 500 individuals have a combined income greater
than that of the poorest 416 million. Beyond these extremes, the 2.5 billion people
living on less than $2 a day—40 percent of the world’s population—account for 5

percent of global income.’!

Another factor inflates the scale of this divide. Financial assets hidden
away in tax havens by the ultra-rich are estimated to be well over $21



trillion as of 2010; these assets are earning their owners invisible and
largely tax-free income, and neither asset nor income shows up in the
statistics of inequality.”?

Most studies of inequality use income data or a combination of income
and consumption data. The United Nations University’s World Institute for
Development Economics Research (WIDER), however, has based recent
work on household surveys of assets. According to WIDER:

The richest 2 percent of adult individuals own more than half of all global wealth,
with the richest 1 percent alone accounting for 40 percent of global assets. The
corresponding figures for the top 5 percent and the top 10 percent are 71 percent and
85 percent, respectively. In contrast, the bottom half of wealth holders together hold

barely 1 percent of global wealth.>?

In the case of China, even though average income has grown in the
neoliberal era, inequality within the country has increased.’* While India
is also regarded as a “globalization” success story, there are many places
inside India where the reality is very different (discussed in chapter 9).
The Indian novelist and essayist Arundhati Roy puts it this way:

It’s as though the people of India have been rounded up and loaded onto two convoys
of trucks (a huge big one and a tiny little one) that have set off resolutely in opposite

directions. The tiny convoy is on its way to a glittering destination somewhere near

the top of the world. The other convoy just melts into the darkness and disappears.>>

Analyzing Third World “Catch-up”

Perhaps the most telling analysis comes from Peter Edward of the Judge
Business School at Cambridge, who used density curves in a 2006 study to
examine just which people worldwide have benefited from economic
growth under globalization and asked whether growth was shown to be an
efficient means to address poverty. This technique allowed him to go
beyond averages and identify which deciles of the global population
enjoyed expanded consumption. Edward’s work for the period 1993-2001
confirms that the changes in China at that time did not apply to the rest of
the third world. Generalizations about reduced global poverty masked the



real situation—the reduction of extreme poverty in China was offsetting an
increase in poverty in the rest of the global south.

Moreover, Edward’s analysis shows that the vast majority of the
increased income and consumption over this period went to the richer half
of the world population. Nearly half of it went to the top 10 percent,
almost all of whom live in the first world, while less than 10 percent of it
went to the poorer half of the world’s population. The emerging Chinese
middle class (defined here as those whose incomes range from about
$1,000 per year, or $2.75 a day, to $7,000 per year) drew one quarter of
the increase, much of this flowing to people close to the $7,000 end of the
range. There was a shift toward greater consumption throughout Chinese
society, however, and Edward suggests that the extreme poor in China
have benefited by moving toward or slightly above $2 a day; at the same
time, levels of inequality have increased.>®

Edward’s work demonstrates that it takes an enormous amount of global
growth to yield tiny improvements for the very poor. The tactic of pie or
cake expansion is still embraced firmly by the global financial entities.
Senior IMF economist Anne Krueger is adamant: “The solution is more
rapid growth—not a switch of emphasis towards more redistribution.
Poverty reduction is best achieved through making the cake bigger, not by
trying to cut it up in a different way.”’ For the period from 1990 to 2001,
Woodward and Simms calculated that only 60 cents out of every $100 of
per capita income growth actually flowed to the poor,’® making the cake-
baking strategy a slow and inefficient means of addressing poverty—and
one that is unlikely to be sustainable for long enough to alleviate poverty
anyway.

The torrent of avid insistence on poverty-busting success noted above
has been based primarily on the rise of the new Chinese middle class
rather than on the fate of the poor and very poor in the rest of the third
world. This partly explains the triumphalist rhetoric found in the World
Bank research, the APEC report, and economics journalism such as that of



Martin Wolf in the British Financial Times and Rupert Murdoch in his
fifth Boyer Lecture, titled “The Global Middle Class Roars.”>® The
collective pie is certainly much bigger, eight to ten times what it was in
1950, yet the share of most third world countries, risible at the outset,
shows no significant increase, and has in some cases declined.

The development era brought modest economic growth and considerable
industrial expansion to the “underdeveloped” countries, and for Korea,
Taiwan, Singapore, and Hong Kong established the basis for their future
success as the “Asian tigers.” The globalization era that followed brought
more industrialization but little economic growth when averaged across
the third world as a whole. Extraordinary growth in China and, to a lesser
extent, India and Brazil has not necessarily reached the extremely poor of
these nations. It is doubtful whether the numbers of people living in the
misery noted by Truman in 1949 have been greatly reduced, though it is
probable, for what it is worth, that the percentages of desperately poor,
poor, and somewhat poor people have decreased.

Growth, touted as the necessary means of catching up, has made little
impression on the actual numbers. From the perspective of 2013, the gross
number of people in serious trouble (living on less than $2 a day) has
fluctuated but not declined decisively in the past thirty years. Even if the
burgeoning global middle class is able to extract another decade or two of
economic growth from the planet, the World Bank’s figures®® indicate that
billions will remain poor (without discretionary expenditure), and a billion
or more of these will continue to face the extremes of malnutrition,
disease, and early death. At the same time, while growth continues to be
the primary tool of improvement, loss of forests, fish stocks, and species

cuts away the safety nets of the rural poor.®!

As Ross Buckley notes, “There are about 195 countries in the world.
Fifty years ago, 27 of those countries were developed. Today 32 are. In 50
years, five countries out of about 170 have achieved the goal of

development.”®? Buckley’s realism throws the growth solution to poverty



into stark relief. At this rate, world development, even if it turned out to be
ecologically possible, would take a further 1,500 years. To the extent that
there was any real plan to share wealth or ameliorate poverty, the evidence
suggests a verdict of substantial failure for the “bigger pie” approach.

While the business world’s free trade campaign was gathering steam,
UN agencies attempted to promote the idea of “sustainable development,”
which professed to reconcile development with ecological protection and
somehow ensure both. The next chapter explores the fate of these
endeavors in the neoliberal universe that has prevailed since the 1980s.



Growth and “Sustainable Development”™

Many of the development paths of the industrialised nations are clearly unsustainable.
And the development decisions of these countries, because of their great economic
and political power, will have a profound effect upon the ability of all peoples to
sustain human progress for generations to come.

—World Commission on Environment and Development, 1987

The Brundtland Commission

Sustainable development emerged as an international policy objective
from the time of the World Commission on Environment and
Development (WCED), also known as the Brundtland Commission, which
met in the mid-1980s and filed its report, Our Common Future, in 1987.
The definition it advanced has been much debated:

The concept of sustainable development provides a framework for the integration of
environment policies and development strategies.... Sustainable development seeks to
meet the needs and aspirations of the present without compromising the ability to
meet those of the future. Far from requiring the cessation of economic growth, it
recognises that the problems of poverty and underdevelopment cannot be solved
unless we have a new era of growth in which developing countries play a large role

and reap large benefits.!

From the outset, the WCED accepted a twin focus on environment and
development, rejecting an environmentalism that ignored third world



problems. To achieve this dual objective, it thought environmental
sustainability would have to be made compatible with economic growth.
The needs of third world countries were thought to require a new era of
growth, but the WCED stressed that “growth by itself is not enough” and
that these countries must fully participate and fully benefit. As chapter 7
showed, this kind of benefit is not evident and the rate at which the
proceeds of growth have been shared suggests a pace that is unlikely to
redress the unmet needs of the world’s poorest people in the foreseeable
future.

As outlined in chapter 3, the UN took the dawning perception of threats
to the environment seriously throughout the 1970s, when the UN
Environment Programme was set up and the Stockholm Conference, the
first to link environment and the future of humanity, was held. It was as
part of this process that the UN appointed former Norwegian prime
minister Gro Harlem Brundtland to chair the WCED with the objective of
reconciling the environmental problems identified by scientists since the
mid-1960s with the intractable “development deficit”—poverty persisted
almost everywhere—and to suggest how humanity might best pursue a
future that would be more “prosperous, just and secure” for all.

The underlying prescriptions spelled out in Our Common Future were
that the essential needs of the poor should be given “overriding priority”
and that all futures were circumscribed by the capacity of the environment
to meet these needs, especially in light of the demands already being made
by the affluent. Many people in the first world were living beyond the
“world’s ecological means,” according to the commission, especially
regarding energy consumption. It stressed that the energy intensity of
economic growth had to be curtailed and per capita consumption in the
north had to be reduced.? Although some reduction in energy intensity has
been achieved (discussed in chapter 14), there has been no sign
whatsoever of reduced consumption in first world societies.

The WCED warned at length that the debt regime was forcing third
world countries to liquidate their natural resources to pay interest on debts



to the first world while forgoing any boost to the welfare of their own
people.® In examining the role and power of transnational corporations, the
commission noted that 80 to 90 percent of the trade in each of the world’s
key commodities—tea, coffee, cocoa, cotton, timber, tobacco, jute, copper,
iron ore, and bauxite—was controlled by fewer than six TNCs. It thought
international measures to regulate them were lacking, and recommended
the adoption of codes of conduct that would include environmental values;
it wanted sustainability addressed by all corporations and relevant
international institutions, including the World Bank, the IMF, and the
General Agreement on Tariffs and Trade (GATT, which became the WTO).
It stressed the need for third world countries to retain sovereignty over
their resources in all cases.* Yet in the new world of the neoliberal
economic orthodoxies, such measures were regarded as unacceptable
barriers to trade or as unwelcome regulation; in this world, prosperity
could only be guaranteed by liberating the “free market” to work its
wonders.

The commission was sharply aware of environmental degradation of
many kinds and of necessary limits to expansion in the use of fossil
energy. It pointed to the immense scale of the growth already experienced
(a fiftyfold increase in industrial production in one century, 80 percent of it
since 1950) and the unimpressive level of improvement that had resulted
in third world countries. It described the situation as one of “interlocking
crises” and “a threatened future.” It acknowledged that the first world had
“already used much of the planet’s ecological capital” and that population
was growing faster than the capacity to provide for all. Questions of
distribution, it concluded, would need to be tackled, since growth alone
was insufficient. Part of the increases in the income of the rich should be
diverted to the very poor, it declared.’ Although the idea was to redirect
only part of the increment, not current wealth and not the entire increase,
nothing of the kind has occurred. As explained in chapter 7, the world’s
rich monopolized most of the increased income and consumption during
the 1990s.



Growth was accepted as essential, if not sufficient, to address deepening
worldwide poverty.® The WCED’s new era of economic growth was to be
“based on policies that sustain and expand the environmental resource
base.” The commission believed that the concept of sustainable
development would allow environmental policies to be integrated into
development strategies.

Though the Brundtland Commission’s definition of sustainable
development has been criticized by environmentalists for its emphasis on
growth and its optimism about the sustainability of economic growth,’ it
should be conceded that the commission recognized the failure of the
development era up till then, and was far more attentive to issues of equity
and ecological limits than such institutions as the World Bank, the IMF,
and GATT. It was these bodies, however, along with the TNCs themselves
and the US Treasury, that would continue to shape the world’s fate over
subsequent decades. Most of the considerations canvassed by the
commission, apart from the broad call for economic growth, were ignored.

The Earth Summit

The Conference on Environment and Development (UNCED)—known as
the Earth Summit—took place in Rio de Janeiro in 1992. Intended as a
conference to move the conclusions of the Brundtland Commission into
the practical sphere, it planned to address such pressing environmental
concerns as species loss, depletion of energy resources, global warming,
and the looming water crisis; its various statements, such as Agenda 21,
spoke of sustainable development as if it were the most crucial priority.
But even as UN agencies moved to incorporate concepts of ecological
sustainability and equity into their approach to development, the neoliberal
program was already sweeping the world.

The Earth Summit has been characterized by the development analysts
Neil Middleton, Phil O’Keefe, and Sam Moyo as leaving the poor behind



while addressing the first world’s obsession with environmental decline.®
But a close reading of its two general texts, Agenda 21 and The Rio
Declaration,” suggests that the diplomats who signed them had by this
time accepted the market as the answer to decades of failure on poverty
and were handing both equity and environment over to a “rising tide”
solution. Clearly, after the poor performance of the development era,
anything that promised that the first world could hold on to its affluence
and still solve the twin problems of equity and ecology was an offer too
good to refuse. Consequently, although the introduction to Agenda 21
spoke of “equity” numerous times and acknowledged that debt, poor
commodity prices, and poor terms of trade had made developing countries
even poorer, it went on to install global free trade as the central strategy
for the key task of “international cooperation to accelerate sustainable
development.” The neoliberal code words “optimal” and “efficiency”
occurred throughout the document.

The Rio preparations were similar to the IPCC process, where major
meetings are preceded by a series of prior negotiations allowing for reports
and texts to be worded in such a way as to enable agreement to be reached
at the final meeting. According to the Cambridge economist Michael
Grubb and colleagues, who wrote an analysis of the Earth Summit, the
drafting of Agenda 21 was a process of “Byzantine complexity,” beset
with the “difficulties raised by trying to address the concerns and problems
of very disparate countries.” The result was “an ungainly compromise,
with specific caveats for special concerns and interests.”' Several sources
indicate that the US negotiators managed to water down key elements, in
particular chapter 4, which was intended to acknowledge that the
consumption patterns of the rich world were unsustainable, and chapter 16
which dealt with sustainable agriculture and biotechnology.!! President
George H. W. Bush is widely quoted as commenting before the conference
that “the American way of life is not up for negotiation.”'? First world
governments also refused to modify their protection of intellectual



property rights: despite much talk of “technology transfer,” nothing in the
documents provided for waiver of or discounts on such commercial rights.

Middleton, O’Keefe and Moyo, who argue that Rio shifted “away from
development and towards the environment,” are unduly optimistic about
the Rio conference actually tackling environmental problems. Their
critique of Rio’s failure on equity is, however, quite apt. “We are operating
in a political world from which morality has been banished,” they wrote.
“In its place ... we find simple greed masked by the euphemisms of
‘management’ and “efficiency.’””!3 Just as land reform was discarded as an
option in the 1950s, here again questions of ownership of land and the
distribution of wealth were not permitted to surface. Third world countries
had wanted the Rio Declaration to acknowledge ‘“sovereign rights of
nations to exploit their own resources ... and the right of individuals to
have freedom from hunger, poverty and disease”; they also called on the
rich to accept the main burden of repairing the environmental damage they
had caused. Only hints of these priorities survived the preparatory phases.

Even so, the United States still issued formal objections to several
articles in the final draft which it felt gave poor countries too much
latitude, including the one that referred to “common but differentiated
responsibilities™; this was thought to imply acceptance of obligations and
perhaps liabilities, and was rejected.'* President Bush refused to sign the
framework Convention on Biodiversity, despite the repeated protections
for intellectual property written into all the Rio documents. US economic
interests, narrowly perceived, would not be subordinated, whether to
development or equity, sustainability or the environment. Bush, it should
be remembered, was not in conflict with the US Senate, which never
ratified the Convention on Biodiversity, even after the newly elected
President Clinton signed it. The non-negotiable “American way of life”
was and remains popular among Americans. The second President Bush
declined to sign the Kyoto Protocol on the same grounds: “We will not do
anything that harms our economy, because first things first are the people

who live in America.”!?



No reform of the international economic system was envisaged in the
Rio documents, though the Brundtland Commission had thought it
essential. No changes were recommended to the debt regime or the terms
of trade, and the IMF was given the nod to continue imposing
“liberalization” in the guise of structural adjustment plans for poor
countries in default. Funding for all the programs set out in Agenda 21 was
estimated in the final paragraphs of each chapter, but no mechanisms to
raise actual amounts were agreed upon. What was offered was a pledge to
try to meet the aid commitment of 0.7 percent of GDP that had been
promised since 1970 but never delivered, except occasionally by some
Scandinavian countries. The other assistance offered was “technology
transfer,” but this can hardly be regarded as generous since it made no
commitment beyond commercial exchange at market prices. Aid has never
approached the target suggested at Rio (box 8.1), and technology is
transferred only to those who can pay. Corporations were not burdened
with regulation or even oversight.

Box 8.1

Aid
Popular concepts of aid are beset with misconceptions. Leaving aside
both nongovernment aid and emergency aid such as is dispensed for
earthquakes and tsunamis (less than 20 percent of aid), the focus here is
on official development assistance, which began to emerge in the late
1950s. In line with President Truman’s approach, official aid was initially
conceived as technical rather than financial, with military aid available to
some countries aligning themselves unambiguously with the United
States against the Communist bloc.” By the end of the 1950s, however,
the usefulness of development aid to the donor countries began to be
recognized. The development authority Walt Rostow, in collaboration
with ex-CIA man Max Millikan, argued that the needs of the first world




for markets and raw materials made development aid a good
investment.”

This sort of aim was described baldly by economist Hollis Chenery:
“The main objective of foreign assistance, as of many other tools of
foreign policy, i1s to produce the kind of political and economic
environment in the world in which the United States can pursue its own
social goals.”® Though Chenery’s comments refer to the United States,
there is little reason to suppose that other nations’ objectives have been
any more altruistic. Such forthright descriptions of the purposes of aid
are not common these days, and the purpose is often misunderstood by
the populations of the first world, who see aid as giving money away. It
is sometimes argued, especially on the political right, that aid should be

abolished and the money spent at home.4

The majority of government-financed aid is not, in any case, dispensed
to the poor countries to spend according to their own priorities but is
usually paid directly to the rich countries’ own corporations to carry out
projects often nominated by these companies. In the case of the United
States, for example, about one-third of the 1992 foreign aid budget (some
$5 billion) was devoted to grants or loans for purchasing US military
equipment.® The Sydney Morning Herald, reporting on the Australian aid
budget of approximately $3 billion in the 2007 tax year, found that
“much of the money has never left Australia, and that 10 private
companies held almost $1.8 billion in contracts let by the Government’s
official aid delivery agency—AusAID.”"

While Rio recommended that aid be boosted to 0.7 percent of GDP, as
originally promised in 1970 and repeated many times since, the volume
of aid from the rich to the poor world, as a proportion of their GDP, has
actually declined in the past forty years, from 0.51 percent in the late
1960s to approximately 0.3 percent in 2009.8




Notes

a Payer 1991, 42.

b As noted in Payer 1991, 43.

¢ Chenery 1964, 81.

d DeLay cited in Kristof 2006; Joyce cited in Grattan 2010.
e Hartung 1992.

f Jopson 2007.

g Riddell 2009.

Soon after Rio, in 1993, the UN Centre on Transnational Corporations
was dissolved and its work on a corporate Code of Conduct was
abandoned. Its residual website inside the UN’s Trade portfolio notes that
“its work reflected the changing times and became more focused on the
positive, rather than the negative, effects of FDI [Foreign Direct
Investment] and TNCs.”! In 1994, GATT concluded what was known as
the Uruguay Round of negotiations, strengthening intellectual property
rights, and the WTO came into being with far stricter means of enforcing
its trade rules than GATT had ever had (discussed in chapter 13). The
liquidation of life on earth has continued unimpeded by Rio and its
successor conferences in Johannesburg in 2002 and Rio in 2012.

Sustainable Development: A Dubious Proposition

The kind of development that has transpired since Rio has not reflected
principles of sustainability, in the sense of being able to continue a course
of action indefinitely without jeopardizing the ecological ground of the
enterprise. It is more likely, as some have argued, that the notion is an



oxymoron. Herman Daly makes a sharp distinction between sustainable
development (qualitative) and sustainable growth (quantitative), which is,
in his view, the oxymoron. If development is to be sustainable, Daly
believes, it must be “development without growth.”!” Certainly, the idea
that the habits of the affluent can be extended to all of the earth’s seven
billion people and rising i1s fantasy (as exemplified in the discussion of
cars and paper in chapter 6), even though the celebration of the swelling
“global middle class” apparently envisages such a dream. Wolfgang Sachs
asks, aptly:
Is sustainable development supposed to meet the needs for water, land and economic

security or the needs for air travel and bank deposits? Is it concerned with survival
needs or luxury needs? Are the needs in question those of the global consumer class or

those of the enormous numbers of “have-nots”?!'%

These are questions that the Brundtland Commission touched on but did
not press, and questions that Rio shelved despite its best intentions. It
appears that these questions, too, are forbidden under the dominant
economic regime. Whether sustainability could have been useful remains
an unanswerable question, since the idea has been disabled. As British
playwright Jeremy Seabrook put it, “Sustainable now means what the
market, not the earth, can bear.... Sustainable is what the rich and

powerful can get away with.!”

In the next chapter, I turn to what are regarded as great development
successes in China and India, where economic growth has risen by more
than 7 percent in most years over the past two decades (three in China’s
case). I ask whether these transformations have met any criteria of
sustainability, and how they have affected the poor and the very poor.



Growth and Its Outcomes for the Poor

We all have a responsibility to create the conditions for the poor to be less poor and
then to be middle class and beyond.

—Rupert Murdoch, 2008

God forbid that India should ever take to industrialism after the manner of the west.
The economic imperialism of a single tiny island kingdom is today keeping the world
in chains. If the entire nation of three hundred million people took to similar economic
exploitation it would strip the world bare like locusts.

—Mahatma Gandhi, 1928

China and India are regarded as success stories for economic growth in the
developing world over the past twenty to thirty years, but there are
disturbing indications that growth has not relieved extreme poverty in
India and that the improvements in China are not being shared equitably.
In both countries, the pursuit of growth is accompanied by serious
environmental damage and the dispossession or forced removal of tens of
millions of the poorest people.

Twenty-first Century Enclosure: Tribals, Farmers, and Slums

Dispossession has been part of the transformation of subsistence farming
into profit-making agriculture since the earliest British enclosures turned
farmland over to sheep grazing. Sir Thomas More in 1516 condemned the



“unreasonable covetousness” with which the rich evicted the peasants
from their houses and fields and replaced husbandry and tillage with sheep

that “eat up and swallow down the very men themselves.”!

Enclosure today is little different. Already imposed in the development
era and intensified in the “free market” phase, it has taken two main
forms: a transformation of small-scale subsistence farmland into profit-
and export-oriented agriculture (analogous to the European enclosures of
past centuries) and direct expropriation of the land of indigenous peoples
and peasant farmers (this time carried out by the ruling elites of the
postcolonial societies, often in collaboration with Western corporations).
The same process occurs on land that is not inhabited by humans, where
ecosystems sheltering other species have been relatively unthreatened;
these places too are being “enclosed,” logged, or cleared for palm oil or
similar plantations. Motives for these dispossessions range from
establishing corporate mining operations and agribusiness to setting up
industrial complexes and special economic zones (SEZs) or clearing
valleys for dam building. The poor and the powerless are routinely losing
what land they have (or have access to) across the world, both in countries
considered to be in transition to modernity and wealth (such as China and
India) and in those still regarded as underdeveloped (such as parts of Latin
America and most of Africa).

Though still ruled by the Communist Party, China’s development path
involves an wurbanization parallel to that which characterized
industrialization in Britain. Much of the recent confiscation of land has
been along the eastern coast, where the great new industrial cities are
swallowing adjacent villages and fields. By late 2004 the state-run Xinhua
News Agency was reporting that 20 million of China’s 900 million farmers
had been displaced from their land by commercial projects. Developers
allied with government officials were “gobbling up” the land of powerless
farmers.> More recent reports suggest far greater numbers. In 2011 the
Landesa Rural Development Institute conducted a survey in seventeen
provinces where some three quarters of China’s rural population live. The



study found that 43 percent of villages surveyed had lost land to
compulsory acquisition for nonagricultural purposes since the late 1990s.
The number of “takings” rose steadily through the current century, and the
median compensation for the farmer was a tiny fraction (less than 2.5

percent) of the proceeds for the officials.’

Though unevenly reported—the government is reluctant to have unrest
publicized—millions of Chinese peasants have resisted the appropriation
of their land, especially during the twenty-first century, when the scale of
Chinese economic growth has ballooned. The Communist Party magazine
Outlook reported 58,000 major incidents of social unrest in 2003, an
average of 160 per day and an increase of 15 percent over the year before.
About half the unrest at that time was related to land disputes, but
demonstrators also opposed chemical plants, power plants, and the
pollution of their rivers and fields.* According to the US online magazine
Grist, China’s public security minister Zhou Yongkang “told a closed
meeting that 3.76 million Chinese took part in 74,000 mass protests last
year [2004] alone.” In 2011 the official paper, China Daily, reported on
research into forced demolitions and relocations; conducted by the
Research Center for Social Contradiction in Beijing, the study showed that
nearly 70 percent of the respondents were dissatisfied with the outcome.®
The Global Post correspondent Kathleen McLaughlin reported in 2012
that over half of the tens of thousands of protests each year are directly
related to land loss and forced resettlement. People particularly objected to
lack of notification and poor compensation, with nearly one quarter

receiving no compensation at all.”

Though one might imagine that a democratic system such as India’s
would allow farmers a greater say in the disposition of their lands, the path
of development has been no happier for India’s peasant farmers, Dalits
(also known as untouchables) and Adivasis (indigenous or tribal people).
As anthropologist Felix Padel and political ecologist Samarendra Das have
reported,



In India, industrialisation has already displaced an estimated 60 million villagers in
the past 60 years.... A shocking 75 percent comprised Adivasis and Dalits. Very few of
them have been adequately compensated; most report no improvement in their
standard of living though such displacement is unabashedly presented as a precursor
to development. The poverty that they have been reduced to is just as painful as the
erosion of their cultural values and traditions, which invariably accompanies the

forced separation from the land that they and their forefathers cultivated.®

Displacement on behalf of miners is prevalent in the mineral-rich states
of Jharkhand, Chhattisgarh, Karnataka, Andhra Pradesh, and Orissa. In the
northwestern Niyamgiri hills of Orissa state, Vedanta Resources built an
aluminum smelter and planned open-cut mining of bauxite in 600 hectares
of mountain forest where springs and the headwaters of two rivers sustain
the local Dongria Kondh people and the forest they live in. Local people
claim that when Vedanta built its smelter at Lanjigarh, some one hundred
indigenous families were evicted and their villages razed. Caustic runoff
from the refinery has contaminated their crops and livestock and made
them sick.” In April 2013, after years of litigation, the Indian Supreme
Court ruled that Vedanta must consult the Dongria before mining. In an
August 2013 referendum, all twelve village communities voted
unanimously against the mine and in January 2014 the Indian federal
government ruled that mining would not proceed. This is an isolated
victory, but mining has been halted and, for once, an indigenous people’s
land and way of life has been protected.

Indigenous people have always resisted being removed from the lands
to which they are culturally and historically connected, so compensation is
rarely satisfactory. When Indian tribals are forced off their land, suitable
resettlement is rare and compensation is minimal. Common property,
analogous to the commons of medieval Europe and making up at least half
the commandeered land, 1s simply excluded from compensation
calculations, while payouts for patta land, acknowledged as tribal
property, are minimized. '’



Growth and the “Greater Good”

At Kalinga Nagar, also in Orissa, twelve rice farmers of the Ho tribe were
killed while demonstrating against being deprived of their lands for Tata
Steel’s new plant in 2006. Tata is the Indian TNC famous for the Nano,
India’s very small car. Tata spokesman Sanjay Chowdry told SBS Dateline
that “there’s a lot to say about a person wanting to till his land and not

move.... But the greater good is what is important.”!!

This interpretation of the greater good—that it flows from rapid
industrial development and justifies the government in sacrificing
individuals or groups who are in the way—is the ruling concept. It echoes
Indira Ghandi’s 1984 reply to a social worker concerned about
displacement and the drowning of 200,000 acres of dense forest by two
new dams. Ghandi wrote that although she was “most unhappy that
development projects displace tribal people from their habitat
sometimes there is no alternative and we have to go ahead in the larger

interest.”!2

Growth through industrial expansion is an objective frequently repeated
by India’s top officials. In 2006, Orissa’s governor, Rameswar Thakur, told
India’s Business Standard that “Orissa 1s committed to create an industry-
enabling and investor-friendly climate in the state with a view to
accelerating industrial development, employment opportunity and
economic growth.”!® In an extensive interview in 2008, India’s then
finance minister, P. Chidambaram, also stressed “the imperative need of
growth over a long period of time.... We must develop those iron ore
mines, we must mine that coal, we must build industries.” When asked for
his ideas on eliminating poverty, he outlined a vision in which the vast
majority of Indians (85 percent) would live in cities.!* Chidambaram did
not explain how this move from country to city would address India’s
widespread poverty.

There are serious doubts as to whether the pursuit of the “greater good”
along these lines has led to actual improvements in the lives of the Indian



population. Sociologist Michael Goldman, who studied the inner workings
of the World Bank, found that the poorest people did not necessarily
benefit from the mines, industries, dams, and irrigation projects that have
characterized much development since World War II. When, for example,
the World Bank planned and financed irrigation canals in the Thar Desert
in 1958, the project was hailed as a great development success in official
bank reports, but the reality was more ambiguous. Wealthy landowners did
indeed produce high yields of export crops, but smallholders got neither
water nor government help, and fell into debt. Many of the herders,
weavers, traders, and rain-fed farmers who had managed their communal
village lands for centuries became landless laborers working for the rich.
Some, no doubt, were bound for the slums of the cities.'> The history of
big dams also shows how the large-scale development approach has
favored corporate interests and agribusiness ventures and directed much of
the water and electricity the dams produced to industry, while neglecting
and displacing the poorest, least powerful people and rarely, if ever,
compensating them properly (box 9.1).

Box 9.1
Big Dams

After fifty years of frantic dam building—during the 1970s two or three
large dams were being commissioned somewhere in the world every day
—the World Commission on Dams (WCD) delivered a report that
echoed the criticisms of the opposition to big dams that had been
growing throughout the period.* Among their case studies, the WCD
examined the Tucurui Dam in Brazil, where the aluminum industry
draws more than half the electricity generated, and the Kariba Dam in
Zimbabwe, which was built to serve foreign copper miners’ requirements
for water and power.? Job creation, often claimed as one of the positive
effects, was found to be largely confined to the construction phase, and
thus ephemeral.© While suggesting that dams have sometimes offered




significant benefits, the report also stressed endemic failure to consult the
affected, endemic failure to compensate them, and endemic failure to
share much of the benefit with those who had given their land, their
homes, and their livelihoods for the cause. At the same time, 60 percent
of the world’s rivers have been greatly modified, many of the world’s
wetlands have been destroyed, and numerous species and ecosystems

have been irreversibly lost.9

The commission was composed of a cross section of diverse interests,
from dam proponents representing business and government to an Oxfam
representative and the Indian activist Medha Patkar, who led the decades-
long resistance to the Sardar Sarovar Dam on the Narmarda River in
Gujarat. They were nonetheless able to produce a consensus report that
made several recommendations for future dam projects. Perhaps the most
radical of these were the policies of “free, prior and informed consent”
from affected peoples and, at the outset, a ‘“comprehensive and
participatory assessment of the full range of policy, institutional, and
technical options [in which] ... social and environmental aspects have
the same significance as economic and financial factors.”® Under such
planning constraints, many of the 42,000 dams the commission
scrutinized would never have been built.

In 2014, notwithstanding these findings, dams continued to be built,
and many more are planned. For example, India and China have plans to
dam most of the rivers flowing out of the Himalayas and Tibet. India
plans 292 Himalayan dams, affecting twenty-eight of the thirty-two river
basins in India’s control; 80 percent of these are in dense, undisturbed
forests. The government has not reviewed future water and energy needs
systematically or strengthened public participation in decision-making
processes, and resettlement compensation is still not guaranteed. Other
countries, including China, have at least 129 additional projects planned,
many affecting downstream nations such as those dependent on the
Mekong. There has been little consultation between nations as each
hurries for “prior appropriation.” The melting of glaciers and snowfields,




accelerating with global warming, is likely to jeopardize the future
viability of Himalayan hydropower, but its effect has not been assessed.
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In 2010, Binayak Sen, a pediatrician who serves the poor of the state of
Chhattisgarh, pointed to the findings of India’s own National Nutrition
Monitoring Bureau: 33 percent of Indians have a body mass index of less
than 18.5, meaning they are underweight, below the normal range; more
than half of all Dalits and Adivasis were in this malnourished category.'®
In her recent research, the economist Utsa Patnaik looked into what food is
actually eaten by the average family and what caloric intake is being
achieved. While official government poverty statistics, based on a
monetary poverty line similar to the World Bank’s benchmark, claim a
substantial reduction in poverty since India adopted neoliberal economic
policies in the early 1990s, Patnaik found that actual nutritional intake had
declined drastically. Indeed, the level of food grains available per capita of
total population had fallen by 2005 to levels not seen since the early
1950s: “Forty years of successful effort to raise availability has been
wiped out in a mere dozen years of economic reforms.”!” Furthermore: “In
actuality, the average Indian family of five in 2005 was consuming a



staggering 110 kg less grain per year compared to 1991.... Not only has
calorie intake per capita fallen, there is also a steep decline in protein
intake for four-fifths of the rural population over the period 1993-94 to
2004-05.”'8 These figures are all the more shocking, Patnaik points out,
when it is recognized that the average encompasses “a sharp rise in intake
for the wealthy minority,” indicating a catastrophic decline for the poor
majority.

A survey conducted by the Indian Health Ministry and UNICEF in 2006
confirmed that malnutrition was widespread among India’s small children,
with some 43 percent of them undernourished (figure 9.1)."” Commenting
on that survey, the London 7imes Online noted that the average rate of
malnutrition in sub-Saharan Africa was about 35 percent, significantly less
than the figure for India, even though India’s economic growth had
exceeded 8 percent in the previous three years, “a shocking illustration of
how India’s recent economic gains, while enriching the social elite and
middle classes, have failed to benefit almost half of its 1.1 billion
people.””® So widespread is malnourishment in India that the Indian
government legislated in September 2013 to deliver a feeding program to
800 million Indians—two-thirds of the population—in an attempt to
improve their situation. The initiative may be politically motivated,
coming soon before an election, but the severity of the hunger it purports
to address is uncontested.”!
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Figure 9.1

Malnourished Children Younger Than Age 5, India.

The growth path to the ‘“greater good” has left immense numbers of
India’s people behind, forfeiting the poor to the ambitions of India’s elites.
A belief in harsh remedies and the idea that “progress” can involve the
sacrifice of some for the benefit of others, or of one generation for the



benefit of the next, are part of the myth of inevitable ascent and serve to
justify brutal measures. Milton Friedman in his television series, Free to
Choose, talks about his eastern European forebears working long hours in
the late nineteenth-century sweatshops of New York City:

They are not going to stay here very long or forever. On the contrary, they and their
children will make a better life for themselves as they take advantage of the
opportunities that a free market provides to them.

The irony is that this place violates many of the standards that we now regard as every
worker’s right. It is poorly ventilated, it is overcrowded, the workers accept less than
union rate—it breaks every rule in the book. But if it were closed down, who would
benefit? Certainly not the people here. Their life may seem pretty tough compared to

our own, but that is only because our parents or grandparents went through that stage

for us.22

Friedman did not mention people who actually died “for the sake of the
next generation,” as was the case with five-year-old chimney sweeps in
nineteenth century Britain; or the 1,127 garment workers caught in the
2013 Bangladesh factory collapse (they were ordered to work that day
even though an engineer had ruled the place unsafe); or, indeed, the 146
garment workers, most of them eastern European immigrant girls, who
were burned to death in New York City in the Triangle Shirtwaist Factory
fire of 1911 where they had been locked in—Friedman’s mother
presumably not among them.

The Urban Future

Urbanization has been a hallmark of the economic growth of an
industrializing economy. In the early twenty-first century, half the world’s
population lives in cities for the first time in history. Between 1950 and
2001, the number of cities with more than one million people grew from
86 to 400 and is expected to be 550 or more by 2015.23 Megacities of
more than 10 million people have multiplied by ten between 1950 and
2005, from two to twenty,”* and, alongside the swelling numbers of



smaller cities, “hypercities” of 20 million have begun to emerge, with
some commentators predicting “a continuous urban corridor stretching

from Japan/North Korea to West Java.”?>

Mainstream economists regard poverty as primarily a rural
phenomenon, typical of premodern societies. The UN Department of
Economic and Social Affairs (UN/DESA), for example, believes that the
urban poor of the current era usually do better than their rural counterparts
and counsels against viewing urbanization as a negative phenomenon:
“Cities are ... engines of economic, social, political and cultural change.
Urbanization can thus be viewed as an indicator of development, with
higher urban levels generally associated with more industrialized and
technologically advanced economies.”?® This judgment is in line with the
postwar development agenda already outlined, which gave industry,
technology, and economic growth the task of human social improvement;
mainstream economists remain confident that a largely urbanized world
population of nine or ten billion can be supported.

Mainstream economics, however, has rarely considered land reform as a
possible path to rural well-being. The UN/DESA report quoted above does
not examine the relationship between rural poverty and landlessness and
consequently ignores the influence of the distribution of land on rural
poverty and the possibility that people given access to land may be able to
support themselves with at least as much and probably more security and
dignity than is possible in the slums and favelas. The theory of “greater
good,” however, sees the ongoing dispossession of peasants and
indigenous peoples as a necessary price to be paid, along the same lines as
those put forward by Rostow and Lewis in the 1950s.

If humans are to be as heavily urbanized as P. Chidambaram desires and
most demographers predict, then very few of us will be involved in
growing food; an adequate supply will have to be mass-produced along the
lines of industrial agriculture, which has shown itself able to produce food
(or foodlike substances) with very few workers. However, despite the



cheery optimism of Chowdry and Chidambaram, there is little sign of
what livelihoods will absorb the billions of people in the families of
peasants still farming today, nor is there any persuasive rationale for
ignoring the most abundant resource of countries such as India or Ethiopia
—their people—in order to make a tiny regiment of mechanized farmers
more “productive.” While agricultural productivity measured as output per
person has steadily expanded in the capitalist era (box 9.2), actual people
have frequently been rendered as destitute as the husbandmen observed by
Sir Thomas More in 1516.

Box 9.2
Agricultural Productivity

Agricultural productivity, measured as output per worker, has been the
benchmark of progress in capitalist farming, and it is commonly argued
that the productivity of industrial agriculture is the only alternative to
feed a world of seven billion people. This argument is advanced against
proponents of a more organically based agriculture that would minimize
fossil fuel inputs and restore the natural fertility of living soil. It is also
pressed against those who advocate supporting small farmers in their
traditional settings rather than taking their land for the mass production
of food and consigning the farmers to slums. However, output per
hectare of land is far more crucial to farmers with access to a piece of
land than is output per worker.

The capitalist definition takes for granted the multiple inputs of
energy, fertilizer, pesticide, and irrigation water and ignores the losses of
topsoil and fertility and the pollution of streams and groundwater that are
involved in its practices; many of the social and ecological losses of
industrial agriculture are unpriced, so market price is often unrealistically
low. Capitalist enterprise has shown itself to be reluctant to accept the
inclusion of such hidden costs in its budget. This reluctance is illustrated
by the resistance of Australia’s fossil-fuel-dependent industries to




government attempts to put a price on carbon, however gradualist and
partial.?

For peasant cultivators, by contrast, the essential input is human labor,
and where labor is plentiful, the crucial criterion of productivity is the
yield per hectare of land and unit of water, and its adequacy to feed the
family or community working it. Success cannot be measured with
reference to output per worker. Labor is not a limiting factor when
populations are large. The availability of water or options for fertilizer
are more important in many contexts. Peasant farmers use local resources
such as manures to fertilize their crops and the intercropping of grains
with legumes to provide nitrogen. Moreover, as fossil fuel becomes more
expensive and more polluting, and given the significant contribution of
industrial agriculture to global warming, alternative forms of agriculture
are well worth exploring.

Western measures of productivity not only stress yield per worker but
are reckoned using only one crop at a time, and overlook the complex
mosaics of edibles produced in traditional agriculture, such as the rice
paddy where fish and leafy greens coexist with the rice harvest, or the
many different intercropping systems described by Shiva in India. It 1s
argued by agroecosystem farmers that the yield per hectare is greater
than the tonnage of the principal crop and rivals or betters monocultural
outputs per hectare, if not per person. Shiva provides detailed statistics
suggesting yields from multiple cropping systems perform significantly
better per hectare than monocultural maize or millet,® a claim supported
by studies of the “home garden” of many small farming cultures, most
highly developed and productive in Java.® While industrial farming
produces commodities that are only available to those with the money to
pay, the “Java garden” grows food for direct local use rather than for a
global market, so that distributional problems are minimized. Small-scale
organic farming in Cuba after Soviet support collapsed has had similar
benefits.




Average “productivity” in the Western system of wvast, highly
mechanized single-crop farms is 1,000 to 2,000 tonnes of grain per
farmer per year. Some 40 to 50 million such farmers worldwide produce
colossal quantities of grain. This “productivity” is now orders of
magnitude greater than a yield per person of about one tonne of grain for
traditional peasants and up to 50 tonnes for those using Green Revolution
techniques such as high yielding varieties and some associated extra
inputs of water and fertilizer.! Western techniques rely, however, on
massive inputs rather than labor and, if generalized to world agriculture,
can be expected to make some three billion people from peasant farming
families redundant. In the twenty-first century, few will have the option
of destinations in “empty lands” far away, such as the Irish or eastern
Europeans enjoyed in previous centuries. Survivors of the urbanization
of the third world have little or no choice but to aggregate in the already
massive conurbations of their own countries.
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Calls from the corporate mainstream, in response to the food crisis of
2008, emphasized technical and investment assistance to facilitate
productivity growth and “market participation in agriculture.”?’” Whether
industrial agriculture is a feasible solution to feeding the projected urban
masses of the future depends heavily on the continuing availability of
sufficient topsoil and adequate inputs of water, petroleum, and phosphate,



as well as on the capacity of the surrounding countryside and watercourses
to absorb the wastes. All these elements are under challenge, as noted in
chapter 1. Just as important, if commodity production of food is to feed the
world, the burgeoning urban masses will need to have a capacity to pay,
something sorely missing in many places during the 2008 food crisis;
although there was often enough food available—in Haiti, for example—

the urban poor were unable to pay the escalating market price.”®

In the absence of large social expenditures on facilities in the
overcrowded cities, optimism about the urban future seems misplaced.
Much of modern urban life is lived in slums. The UN Human Settlements
Program (UN-Habitat) made a study of slums worldwide in 2003; it found
that 924 million people were already living in slums in 2001 and predicted
that the figure would reach two billion by 2035. The report was cautious
about the prospects for urban improvement and found that, while rural
poverty is generally assumed to be far greater in both extent and intensity
than urban need, “the locus of poverty is moving to cities. ... Depending
on the individual countries and cities, between 40 and 80 percent of urban
dwellers in the world are living in poverty, with very little or absolutely no

access to shelter, basic urban services and social amenities.”?’

UN-Habitat also found increasing urban unemployment and increasing
inequality in third world cities in the last two or three decades. It argues
that the great range of improvements needed by the urban poor requires
not only “robust growth” in the national economies but also equitable
policies, both national and international: “Instead of being a focus for
growth and prosperity, the cities have become a dumping ground for a
surplus population working in unskilled, unprotected and low-wage
informal service industries.”>® These “dumping grounds” are already
swelling rapidly in cities that will need to accommodate billions more if
demographic predictions are correct and the industrialization of agriculture
continues. Few of these third world cities have water or sanitation, and
governments are reluctant to provide these, especially where the tenure is
informal. Kinshasa, with a population approaching ten million, has no



sewage system at all; only 10 percent of Manila has sanitation; and “flying
toilets” are prevalent in such cities as Nairobi—these are plastic bags
thrown on roofs, which burst or decay in the sun and rain.’! Women,
burdened with expectations of modesty, are especially oppressed by such
circumstances.

It has been argued that slums that are allowed to mature, such as
Dharavi in Mumbai, where the film Slumdog Millionaire is set, do produce
a self-sustaining economy and gradually become less poor’>—but this is
not a guaranteed outcome. Plans to redevelop Dharavi will raze the
shanties and build high-rise apartment buildings. While these new
structures will have sanitation, and there are plans to provide town
facilities, the residents will lack the community structure that supports the
economic resilience of the so-called mature slum, where business i1s
conducted from home, close to the street.>®> All informal settlements are
vulnerable to this fate as real estate in the cities becomes hot property for
developers: the Bassac River shantytown in Phnom Penh, for example,
was demolished in 2006 to make way for luxury apartments and shopping
centers; its residents were evicted.’* Several other Phnom Penh slums
burned down five years earlier, in fires probably deliberately lit, leaving

thousands homeless.>?

The Consumption Route to Prosperity

The extension of current trajectories of modernization, industrialization,
and urbanization assumes that the Western template of progress can be
applied indefinitely until the stage that development economist Rostow
called mature has been attained, the consumption-driven wealth of the past
century or so,>® which all people can then enjoy.

“The Global Middle Class Roars,” Rupert Murdoch’s lecture on his
vision of human progress, supports the impression that everyone can and



will catch up and eventually become middle class—or even “beyond.”
Everyone is running in the same race, a race without material constraints.
In Murdoch’s worldview, the guarantee of this advance is an ever-
expanding productivity (defined as output per worker; see box 9.2); if the
third world could emulate the West in this respect, “the world would grow

fantastically richer and everyone would be better off.”>”

There is a kind of precedent for this; it is, after all, very close to what
occurred over the past century or so for most of the working class of the
first world, despite horrific conditions in the previous century. Ninety-five
percent of the first world’s population now fall within the top quintile of
world income, making first world middle classes and employed working
classes part of the global rich.*® Thus it can be argued that a precedent
exists for a gargantuan extension of middle-class consumption to 95
percent of the world’s huge population during the current century: if
Europe and its offshoots could do it, why not everyone else? This
confidence about catching up, however, rests on the rickety assumption
that what has happened before can always happen again. In this scenario,
the entire world population of seven billion joins the stairway to imitative
affluence described in chapter 5. 1 have already examined one of the
fallacies involved here, noting that the empty world into which Europe
expanded is long gone, transformed by the European capitalism that
depended on its fabulous riches.

The vision advanced by Murdoch also skips over the gulf between the
poor of the third world and the “battlers” of the first, offering an effortless
transition, automatically provided by “market forces.” According to
Murdoch, “When the poor are given access to the global economy they
build a better life for their families and a brighter future for their
countries.” These views mirror the APEC report examined in chapter 6.
Mobile phones, airborne holidays, and a diet rich in meat are the hallmarks
of the ascending future, and this is what “lifting millions out of poverty” is
suggesting. The meaning of the word “poor” in Murdoch’s lectures
conflates the colloquial first world meaning (you can’t afford a dentist)



with the World Bank’s quantified definition of income below $1 a day.
Though this benchmark was updated to $1.25 a day in 2005, it remains
immiseration at a very different level from poverty defined as “below
middle-class consumer status.” The emphasis on the roaring of the new
middle class implicitly suggests that poverty is about lacking disposable
income for consumption. In reality, any transition to the flexibility of
discretionary expenditure is far beyond the people the World Bank calls
poor, who need adequate daily food, clean drinking water, and sanitation
long before they will fly off to Bali for a break.

It is important to remember Peter Edward’s careful analysis of just who
has received the proceeds of the economic growth of the recent past: half
went to the world’s top decile, almost all in the first world, another quarter
went to the already established Chinese middle class, and most of the rest
edged many of the poor of China toward or just over the $2 a day mark.*
China may continue to be the exception (box 9.3), but Edward’s data
throw grave doubt on the assurances of the Indian finance minister that
industrial development is providing a direct and indispensable route to the
end of poverty. Clearly, the neoliberal market regime is not providing
prosperity for all. Rather, it has ameliorated extreme poverty in China and
provided Western levels of consumption to a small sector of the Chinese
population—and to a smaller segment of the Indian and other third world
populations.

Box 9.3
China Takes the Consumption Route

In China, it is no longer simply a matter of expecting urbanization to
follow from economic growth (a trend already in progress) but of
fostering urbanization on a massive scale in an attempt to perpetuate the
growth of the past three decades. Just prior to becoming China’s premier
in 2013, Li Keqgiang explained that moving people into cities would spur




investment and consumption, since urban residents spend 3.6 times more
than rural dwellers. Though he also spoke of protection for arable land,
fair treatment for the farmers being moved, and provision of urban
services for the new arrivals, success in these respects is not guaranteed.?

According to the New York Times, Chinese authorities plan to relocate
a staggering 250 million rural people over the next twelve or so years,
into high-rise apartments in the hundreds of small and medium-sized
cities currently under construction. This is partly intended to move
people out of the path of the massive series of dams, canals, and tunnels
that are being built to divert water from the south to the arid north, where
groundwater has been drastically depleted. These removals will help to
meet the urbanization ambitions of the Chinese premier and, it is hoped,
fuel ongoing economic growth by rapid expansion of the consumer
middle class. The new wealth of these new city dwellers is expected to
finance the immense infrastructure and services they will require. In a
little more than a decade, China hopes to expand its consumer class by a

number similar to the entire current US urban population.”

Notes

ali2012.
b Johnson 2013a, 2013b.

Growth and Poverty: Smoke and Mirrors

Equitable, or even reasonably fair, distribution is not relevant to market
solutions, since ongoing growth is supposed to fix extreme poverty
eventually without bothering about questions of equity. It continues to be



the preferred route to achieving the UN’s Millennium Development Goals
(MDGs), minimal as they are, including the halving of extreme poverty
and hunger by 2015. Like the World Bank’s 2007 predictions of reductions
in the non-middle-class poor, the MDGs use percentages as their
benchmark. While the original undertaking in 1996 was to cut the numbers
of undernourished people in half by 2015, the MDGs adopted in 2000
promised to cut the prevalence of undernourished people in half, a change
that reduced the target by hundreds of millions.*!

The FAO’s 2011 revision of its criteria for defining hunger has further
minimised the task. In 2010 the FAO estimated the number of hungry
(undernourished) had fallen to just under 800 million in the mid-1990s,
had risen again to nearly 850 million by 2007, and had jumped to over a
billion after the financial crisis of 2008.*> The 2009 MDG report warned
of “a long-lasting food crisis” and noted that though international food
prices had decreased during 2008, this did not flow through to local
markets: “Consumer access to food in many developing countries, such as
Brazil, India and Nigeria, and to a lesser extent China, did not improve as
expected.”® Using the new 2011 definition, the FAO identified far more
hungry people back in 1990 than in previous estimates, so it was able to
report a steadily falling number ever since.** Thus, by 2013, the annual
MDG report was claiming that Goal 1, the halving of extreme poverty and
hunger, had already been achieved—though it noted on the same page that
1.2 billion people were still living in extreme poverty.*

The success claimed here relies in part on the fact that it is the
percentage of extreme poor that is being halved; the actual number is not
being halved and remains large. A second influence on the success claimed
is the FAO’s redefinition of hunger, using narrow measures that seem
certain to underestimate its extent. The 2011definition measures caloric
needs for a sedentary lifestyle; if the threshold were set to requirements
for normal activity, the number of undernourished people would rise from
868 million to 1.33 billion. The new definition, moreover, includes only
periods of undernourishment lasting more than one year, and so excludes



any shorter food crisis or price spike.*® Averaging extreme poverty and
hunger across the world also allows the distortion discussed in chapter 7,
whereby significant improvements, especially in China, mask static or
declining situations in most other countries.

The FAQO’s State of Food Insecurity in the World 2012 (SOFI12), on
which the MDG hunger estimate is based, depicts the halving of hunger as
“within reach” and argues that restored economic growth is the number
one requirement to get there.*’ Like the Brundtland Commission twenty-
five years earlier, the FAO points out that growth alone is not sufficient
and that appropriate public policy is needed to make sure the poor can
share in it, but this aspect is left entirely in the background. Frances Moore
Lappé, founder of the Small Planet Institute, and her research team
observe that the word growth appears over 250 times in SOFI12, whereas
there are only nine references to equity,*® and sharing appears once. As
their succinct analysis shows, the FAO seems to be blind-sided by the idea
of the efficacy of growth, a view not unexpected in the neoliberal universe.
It is stressed again and again, even though SOFI12 explicitly concedes that
the “linkage between economic growth and nutrition has been weak.”*
Lapp¢ and colleagues point out that the idea of growth has been wedded to
ideas about “removing government and privileging the private sector,” but
making this aspect so prominent could lead a reader of SOFI12 to
overlook completely the more crucial need for equity and government
action.

The Lappé team’s research into where hunger has actually been reduced
contradicts the supposed efficacy of private enterprise and the growth it is
assumed to generate, and indicates that government policies have probably
been more crucial. The most dramatic success occurred in Ghana, where
growth has been low over the last twenty years; there, the government has
had programs to pay cash to mothers living in extreme poverty and
supports both export and food-growing agriculture. Vietnam’s success is
connected to land reform, irrigation subsidies, support for smallholders,
and control of price fluctuations. Brazil’s progress, also significant, again



relies on cash payments to mothers living below the poverty line, land
grants, and support for smallholders.>® None of these programs would be
favored under free market rules.

The MDG target of decent work for all also remains elusive. By the end
of 2005, well before the world recession, global unemployment was
already at its highest level ever and had grown by 25 percent in the
previous ten years, suggesting that growth in the free market era has never
generated sufficient jobs. Growth is advanced as the primary provider of
employment, but its performance in this respect was not impressive, even
before the global economic crisis. The trend toward higher unemployment
continues, with the 2013 MDG report recording an additional 67 million
people without jobs since 2007.!

Overall, then, economic growth is not closely related to improvements
in the welfare and well-being of the poor, including the extreme poor and
the hungry. After thirty years of galloping economic growth worldwide
and another thirty years of growth at a more modest rate (though very
rapid in China), progress for the least advantaged is still lagging. The
global economy is eight to ten times the size it was in 1950, but its fruits
have not reached the poor at anything like the same rate and, in many
places, not at all.

Wealth: Straggler’s Destination or the Other Side of Poverty?

There are two closely interrelated problems with the cornucopian notion
embedded in the straggler metaphor, where everyone will ultimately catch
up and live the affluent life. In the first place, except for China, the past
sixty-five years do not provide much confidence that such a catch-up will
be achieved in the foreseeable future, even if the percentage of extremely
poor people (under a relaxed definition) is halved by 2015. Second, it
relies on infinite economic growth and does not take into account any
depletion of resources or loss of sinks for waste. In chapter 6 I stressed the



enormous volumes of paper and oil needed for China alone to attain a US
per capita level of consumption (or even a European level, about half that
of the US and Australia). The economist Paul Ekins looked at the overall
arithmetic and concluded there was no prospect of finding sufficient
resources and sinks for the universal opulence outcome. Even to ensure
one-fifth of current Western affluence for the people of the third world
would require, at an absolute minimum, an immediate freeze on per capita
consumption in the first world.>?

The same dilemma dogged the 2009 Copenhagen climate conference
and affects the entire climate crisis. As Bolivia’s chief negotiator, Angelica
Navarro, explained to Amy Goodman of US independent radio’s
Democracy Now!, the first world has only 20 percent of the world’s
population, yet it has produced more than 90 percent of the existing
greenhouse gas pollution in the atmosphere; this constitutes a huge climate
debt as far as third world people are concerned:

So we are the ones who are supposed now to be mitigating. And I’m asking, what will
a developing country, rural men or women—indigenous women in Bolivia doesn’t
even have electricity—will mitigate? And for what? So that developed countries can

even still have two, three cars? ... We think that they are negotiating not an

environmental agreement. They seem to be negotiating an economic agreement.’ 3

First world leaders at Copenhagen ignored this point of view, insisting that
everyone must sign up for cuts, especially China, already the world’s
largest current emitter, and India, which is steadily industrializing. In his
address to the conference, Bolivia’s President Morales spoke of “the use of
atmospheric space by the developed countries. It’s not possible that
atmospheric space be the exclusive property of just a few countries ... that
are irrationally industrialized” [my emphasis].>* Rather, he argued, the
atmospheric space needs to be fairly distributed.

As early as Rio, third world leaders and critics from the Left, such as
Middleton, O’Keefe, and Moyo (1993), saw environmental concerns as
merely tactics of the prosperous, designed to hamper the development of
poor countries and thus their ability to compete with the West. At



Copenhagen, as the climate crisis pressed on the world, many of the
leaders of the poorest countries took the same view as the Bolivians—that
the rich must commit to drastic contraction. The US, however, offered
only minor immediate cuts (3 percent) to the agreed-upon 1990 baseline.
Although “contract and converge” seems the only strategy capable of
yielding climate stability in particular and ecosystem protection in general,
there is no sign that the United States, one of the world’s heaviest per
capita polluters and responsible for some 30 percent of the existing
atmospheric CO,, will embark on drastic reductions in the near future.

While this remains the case, China and India will also resist.

Thus, rather than a continuum, the relationship of wealth and poverty
looks more like extraction. On the basis of Forbes magazine’s global
wealth figures, the French journalist Hervé Kempf noted that the 793
billionaires listed in 2005 possessed assets worth US $2.6 trillion, equal to
the entire third world debt, while, as already noted, the income of the
richest five hundred individuals equaled the income of the poorest 416
million.>> Though most of the billionaires are American and many are
European, China had eight and India ten. These latter billionaires are the
men at the zenith of the elites who organize their nations’ resources and
security to suit their own business interests and those of the ubiquitous
TNCs.

Transnationals own and control much of the world’s mining, energy,
transport, manufacturing, and even agriculture—a large part of the entire
world’s productive apparatus. These corporations are multifaceted
organizations able to contract out elements of their chains of production in
different countries to take advantage of low wages, for example,
permissive regulation, or low taxes, and that shower riches on the men
who run them. Although a number of women do feature on the Forbes list,
most are beneficiaries of inheritance or marriage.’® Control of global
wealth is even more concentrated than ownership. Stefania Vitali, James
Glattfelder, and Stefano Battison at the Swiss Federal Institute of
Technology studied the connections between 43,000 TNCs in 2011, using



topological analysis. This network study revealed that 747 of these
corporations controlled 80 percent of all TNCs worldwide, and that a core
“super-entity” of just 147 tightly interlocking TNCs controlled 40 percent

of all global revenue, the majority being financial institutions.>’

The “trickle-down” effect mooted in neoliberal rhetoric did not
eventuate; indeed, wealth trickled up. The billions who still live without
clean water, sanitation, or adequate food or the Bolivians who live without
electricity are hardly running in the same race as those who manage these
entities. Arundhati Roy’s notion of the “secession” of the rich in India
seems far closer to reality:

You have one India which has now seceded into outer space and has joined the elite of
the world and is looking down at the old India and thinking, “Why are these tribals
living on our bauxite and why is our water in their rivers and why is our furniture in
their forests and how do we get them off the land?”>®

Industry Sent South

Much of the third world’s growth in the past decades has occurred via
industrial expansion in the numerous special economic zones (SEZs) and
“free trade zones.” In these enclaves, TNCs and local corporations have
established what Western people call sweatshops, characterized by long
hours, low wages, poor safety, abusive treatment, and so-called flexible
work arrangements (where the workers can be dismissed if they get
involved with a union).”® Whether ownership is local or transnational,
most of the output is bound for first world consumption. Corporate
agriculture i1s also conducted in conditions Westerners would regard as
totally unacceptable, from twenty-hour days on rubber plantations and the
use of child labor to being sprayed with pesticides in the course of the
working day.5"

All this means that corporations can sell at prices that are very cheap
from a Western consumer’s point of view—running shoes and television



sets cost much less than they did only twenty years ago. This is the reality
that lies at the base of the “free trade” era of globalized production that we
are still in the midst of. It suits the ultra-rich, the chief beneficiaries of the
profits, and it suits the employed Western consumer, who can buy stuff
beyond the wildest dreams of his or her grandparents. “Employed” is a key
term in this scenario, which depends on the export from our own countries
of millions of manufacturing jobs chasing cheap labor. Just as most of the
entire first world population qualifies as “rich” on a global scale, most of
the manufacturing class of the world is now removed from the consumers
it supplies. Instead, raw materials and components are imported into the
SEZs of distant lands and shipped out as cheap goods, which are
commonly thrown away within days or weeks of purchase. After the
Western working class fought its way over two centuries to reasonable
wages and conditions, much of what was gained has now been nullified.

Not only were the gains of manufacturing workers reversed, but so too
were the beginnings of the environmental regulation that had emerged in
the late 1960s and 1970s. Heavy industrial production was moved away
from the first world to China in particular, avoiding wage gains, safety
rules, and the regulation of air and water quality. Massive pieces of
equipment such as second-hand blast furnaces, which were becoming
environmentally unacceptable in the West, were dismantled and
transferred to China. Chinese corporations became the world’s main
makers of steel, coke, aluminum, cement, chemicals, leather, and paper—
goods whose manufacture involves high wages and tough environmental
rules elsewhere. The New York Times reported that an economist with
China’s Ministry of Commerce conceded that “the shortfall of
environmental protection is one of the main reasons why our exports are
cheaper,” while a study conducted by the European Parliament found that
“China’s less efficient steel mills, and its greater reliance on coal, meant
that 1t emitted three times as much carbon dioxide per ton of steel as
German steel producers.”®! The Berkeley economist Richard Carson, co-

author of a detailed assessment of China’s CO, emissions,®* told the



Environment News Service that from about 2000, Chinese “government
officials turned away from energy efficiency as an objective, to expanding
power generation as quickly as they can, and as cheaply as they can....
Many of the poorer interior provinces replicated inefficient Soviet
technology.” Thus, China has been building power plants that are dirty,
inefficient, and outdated at the outset and are intended to operate for

another forty to seventy-five years.®

The transfer of heavy industry to China, with the concomitant rush to
build the cheapest coal-burning power plants to service it, constituted a big
step backward for the world as a whole as far as industrial efficiency,
environmental protection, and climate safety are concerned. The
manufacture of vast quantities of the Western consumer’s gewgaws in
these conditions has added immense environmental penalties to our
consumption. Though the emissions are reckoned as China’s, it is we who
are the end consumers. Viewed through the corporate lens of price, profit,
and growth, however, it rates as a grand success.

Livelihood or “Progress™?

The putative success of three decades of “development” and three more of
“globalization” has always been measured in GDP and in GDP per capita,
a technique that assumes, first, that GDP is a reliable gauge of national
economic health, and second, that an average taken over any population
will fairly represent the prosperity and well-being of most of its individual
citizens. Neither is necessarily the case (box 9.4).

Box 9.4
Some Problems with GDP as a Measure of Prosperity




GDP 1s made up of the value of “all the goods and services sold in a
country in the course of a year ... supplemented by ... the cost of
producing the non-market services provided by government.”® The
critique of GDP as the measure of a country’s prosperity has existed
since the concept’s inception in the early 1930s, when the architect of
national accounting, the Nobel laureate Simon Kuznets, told the US
Congress that social well-being cannot be inferred from national income
and that the question “growth of what and for whom?” would always
need to be asked.® GDP remains, however, the accepted measure of
wealth in mainstream economics and politics and 1s widely used as a
proxy for well-being. Though economists sometimes retreat from such a
claim, arguing that GDP is just a measure of cash flow and claims to be
nothing else, the ills of the world recession that began in 2008 have been
couched in terms of the failure of growth in GDP, confirming that GDP
serves as the benchmark for things going well. But it is ill-fitted for that
task.

First, the only items included in the calculations are market-based
activities that can be quantified in monetary terms; this excludes the
entire range of subsistence, household, and voluntary work described in
chapter 6, which accounts for at least half the economic activity in the
countries that still have a large rural sector and makes up a significant
slice of economic activity in developed economies as well. Second, GDP
does not subtract environmental or social costs from its total; these are
negative externalities in mainstream accounting and rarely quantified in
monetary terms. This is not to argue that environmental damage can or
should necessarily be quantified in a monetized cost—benefit regime but
to point out that GDP imposes a regime of measurement where items
without a market price are excluded altogether, even when they are of
immense value. Third, and compounding the second problem, many of
the costs of ecological and social damage end up as additions to our
supposed wealth. For example, the cost of cleaning up the Moreton




Island oil slick of 2009 is counted on the plus side in Queensland’s and
Australia’s 2009 GDP.

Under the guidance of Pan Yue as deputy director, China’s State
Environmental Protection Administration (SEPA) worked for years in the
early twenty-first century to produce a system, known as green national
accounting (or “green GDP”), that would factor the immense costs of
pollution and ecological damage into GDP, and account for the depletion
of land, minerals, forests, water, and fisheries.© This was intended to
provide a more realistic assessment of the real progress involved in
China’s extraordinary economic growth since 1979. In 2005, Pan Yue
spoke openly with the German press, criticizing “the assumption that the
economic growth will give us the financial resources to cope with the
crises surrounding the environment, raw materials, and population
growth.”

Spiegel: Why can’t that work?

Pan: There won’t be enough money, and we are simply running out of

time.d

In this interview with Der Spiegel, Pan Yue outlined the extent of the
destruction of China’s agricultural land and the poisoning of its rivers in
the pursuit of industrial growth up to that point. In June 2006, Zhu
Guangyao, another senior official of SEPA, told China Daily that
“damage to China’s environment is costing the government roughly 10

percent of the country’s gross domestic product.”

The first report quantifying China’s green GDP was published in
September 2006; it estimated that pollution alone was costing the
equivalent of three percentage points of economic output while
acknowledging that this was doubtless an underestimate.” The second
report, due for release in March 2007, was never published—its lead
researcher told the New York Times that provincial officials had killed it
off. According to the 7imes, “the early results were so sobering—in some
provinces the pollution-adjusted growth rates were reduced almost to




zero—that the project was banished to China’s ivory tower ... and
stripped of official influence.”® The work was revived, however, in 2008
and results since then suggest that 3.5 percentage points of China’s GDP
are swallowed up by environmental damage—but items such as
depletion of groundwater and loss of arable land through erosion were
still not fully included.”
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Gross Production vs. Genuine Progress, 1950-2004 (in 2000 dollars).

Source: Talberth, Cobb, and Slattery (2007, 19). Courtesy of Clifford Cobb.

GDP remains a worldwide convention that treats cash flow as if it
represents genuine economic and social health. Numerous alternative
measures have been put forward,' but none has even begun to rival GDP
in daily discourse as an indicator of human well-being. Those who have
devised indexes to incorporate actual well-being have found that the
growth of GDP exceeds any increase in genuine social progress.
Proponents of the Genuine Progress Indicator, which emphasizes
sustainability, note that, while GDP per capita has grown continuously,
the index of genuine progress has stagnated since the 1970s.
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Vandana Shiva has pointed to values that are unreflected in GDP but are
vitally important to people who still produce their livelihood in symbiotic
cooperation with nature. Shiva describes the cultural and spiritual
connection that India’s farmers have with their land and celebrates the
communal practices and technologies that have kept India’s agriculture
viable for millennia. She vigorously denies that the peasant life is “below
dignity” and something from which to be delivered. “It is disposability
that robs people of their dignity and selthood,” she argues, not the work of
tilling the soil and lighting a wood fire. GDP-based notions of well-being
are irrelevant in this world.**



Shiva believes that indigenous and peasant people are entitled to control
over the fate of their ancestral lands—the opposite view from the one that
accords all resources to the control of the nation state. She also draws
attention to the madness of expanding hydrocarbon-based infrastructure
and technology as the climate crisis grows and the natural world is eroded:
“chasing economic growth while ecosystems collapse is stupidity.”® As
noted in chapter 6, projected volumes of cars on the roads of India and
China alone would require more than the entire current oil supply of the
world (and that on top of the undiminished requirement for three-car
garages in US homes). Even the most heroic and optimistic of the oil
corporations admit that quantities adequate for such demand will never be
pumped, while attempts to meet such demand will rely on ever more

grossly polluting fossil alternatives such as tar sands (discussed in chapter
14).

India’s “superhighway”—the fifteen-year project to widen and pave
40,000 miles of dusty roads—has, according to journalist Amy Waldman,
“cut a swath of destruction, swallowing thousands of acres of farmland,
shearing off the fronts of thousands of homes” and grafted “western
notions of speed and efficiency onto a civilization that has always taken
the long view.... Ever-flashier cars, evidence of a frenzied new
consumerism, leave bullock carts in the dust.”®® Local people oppose the
cutting of trees along the roadsides—neem, mango, sisam, sacred fig, all
valuable for shade as well as timber, fuel, fruit, and medicine—and the
bifurcation of villages, where women now have to detour through
occasional cuts in concrete barriers and sprint across the motorway to get
to the water pump or carry back fuelwood. Though Waldman is in basic
sympathy with modernization, she lucidly portrays the same two Indias as
Arundhati Roy.

In Soil Not Oil, Shiva also touches on the destruction of India’s roadside
trees in the service of the motorcar. She stresses, above all, the vital
function of shade trees for the predominant foot and cart traffic on India’s
roads. Planted sequentially for millennia, hundreds of years old, these trees



blunt the searing Indian sun in areas where temperatures frequently exceed
40°C (104°F). Though presented as benefiting the nation, the roads
primarily benefit car owners, less than 1 percent of the population. Even
the potential market for cars is only a fraction of the whole population—a
middle class of 216 million out of 1.2 billion people, according to Shiva’s
2008 estimate. What is more, many of the SEZs swallowing up the land of
India’s farmers are dedicated to automobile manufacture and associated
industrial processes. Some cars are made for locals, but a large part of the
production is intended for export, which increased at 39 percent annually
in the five years to 2008, fueled by trade liberalization policies and the

arrival in India of numerous first world car manufacturers.®’

Since the days of Lewis and Rostow, it has been assumed that farmers
would be better off “liberated” from the soil and given “employment.”
While the wealthy classes of third world countries, exemplified by India’s
finance minister, have wholeheartedly embraced this recommended
development path, no doubt in many cases genuinely believing it to be the
way to national prosperity, it has often seemed to the poor that the
objective 1s merely to steal their livelihoods, culture, security, and land.

The drive to bring “development” to the third world by industrializing
both farming and manufacture assumes the universal applicability of the
Western template and rests on the faith that unlimited resources and sinks
will always be available for ongoing expansion. The dominance of
neoliberal ideology since 1980 has only intensified the push for “progress
through profit” and deepened the pursuit of unending economic growth as
the only answer to unrelieved poverty. In its 2012 World Development
Indicators, the World Bank records nearly 2.5 billion people still living on
less than $2 a day, only slightly fewer than in 1981. The bank also records
nearly 1.3 billion people who remain in extreme poverty. As critiques of
its methods indicate, these figures very likely underestimate the extent of
both extreme and “non-extreme” world poverty. When attention is paid to
the gross numbers in all the World Bank’s categories of “poor” people
rather than to its ever-improving percentages, lifting millions out of



poverty is accompanied by leaving billions behind.®® But neither minimal
success in reducing the numbers of people in any category of disadvantage
nor the obvious extension of injustice and dispossession in the service of
cheap consumer goods for the first world has so far been able to cut
through the generally accepted view that the growth strategy is making
great progress in this respect.

This view is one of many that prevail despite the evidence. In part III, I
examine the processes that make this possible, how ideas about the
successes of growth and the triumphs of progress have been intentionally
buttressed and propagated, so that they circulate as “common sense,” and
fortified so that they are able to sweep aside contrary evidence and
alternative values. I begin with the emergence of the big corporation
around 1900.



III

Persuading the People

Touch that most vital of all business matters, the question of general federal regulation
of industrial corporations, and the people amongst whom I live my life become
immediately rabid partisans. It matters not one iota what political party is in power, or
what President holds the reins of office. We are not politicians, or public thinkers; we
are the rich; we own America; we got it, God knows how; but we intend to keep it if
we can by throwing all the tremendous weight of our support, our influence, our
money, our political connection, our purchased senators, our hungry congressmen, and
our public-speaking demagogues into the scale against any legislation, any political
platform, any Presidential campaign, that threatens the integrity of our estate.

—Frederick Townsend Martin, 1911

10

Propaganda: “Business Finds Its Voice”

The engineering of consent is the very essence of the democratic process, the freedom
to persuade and suggest.

—Edward Bernays, 1947



Corporate propaganda directed outwards, that is, to the public at large, has two main
objectives: to identify the free enterprise system in popular consciousness with every
cherished value, and to identify interventionist governments and strong unions (the
only agencies capable of checking the complete domination of corporations) with
tyranny, oppression and even subversion.... The subject embraces a 75-year-long
multi-billion dollar project in social engineering on a national scale.

—Alex Carey, 1997

The Corporation and Persuasion

The big corporation entered the US economy at the end of the nineteenth
century and soon began to adopt professional public relations in its
struggle with its opponents: first to counter popular resentment at the
destruction of pre-corporate patterns of ownership and everyday life, then
to contain dissatisfaction with the cataclysmic failure of the corporate
economic system from 1929 to the beginning of World War II.
Corporations applied the new advertising techniques, so successful in the
incitement of consumption as a guarantee of ongoing growth (see chapter
5), to the promotion of the capitalist system itself. They proposed what
they called “free enterprise” as the natural path to the “good life,” defined
as a life of material comfort and abundance.

After the war, this practice continued uninterrupted, but a new
centerpiece emerged, the ideology of the “bigger pie,” where economic
growth was given the role of spreading abundance without disturbing
economic power. In this refinement, expansion could encourage a docile
and compliant workforce and democracy could be made safe for
corporations. Though productivity had been considered a promising
substitute for redistribution back in the 1920s, it lost traction during the
long years of the Great Depression. Now, however, the idea of
redistributive justice was jettisoned by many in the unions and the
Democratic Party who had been former opponents of business. Economic
growth was embraced broadly, and the new corporate order could expand



unchecked as the solution to social discontents. As growth became the
self-evident, obvious, and inevitable basis for almost all government
policy across the world, collision with planetary limits crept closer.

The Fall of Economic Growth?

H. W. Arndt in his Rise and Fall of Economic Growth (1978) outlined an
abrupt emergence of economic growth as a preeminent policy objective for
governments in the course of the 1950s. This approach appeared in tandem
with the emergence of “development” as described in chapter 7 and was
promoted by some of the same economists—W. Arthur Lewis, for
example, and Walt Rostow.! Just as material development had not been a
specific policy focus before the war, Arndt found that growth too had not
been an object of government policy during the first half of the twentieth
century. In the roaring twenties, for example, though growth was
spectacular, “economic growth was hardly ever discussed by academic
economists,” and neither businessmen nor politicians thought its
promotion a proper activity of government anyway. Examining the work
of prominent academic economists and government officials, chiefly from
the United States and the UK, Arndt identified several imperatives that
underlay the new direction after 1950, all of them clustered around the
idea that growth was the best solvent for class discontents aimed at
redistribution and an essential prop to full employment. After the traumatic
unemployment of the Great Depression, the latter had come to be

considered an essential social objective.’

Arndt traced the various strands of the critiques of growth launched in
the 1960s and regretfully concluded that the critics had succeeded and the
push for growth had had its day; by the early 1970s, he argued, growth
was an idea in decline. Yet, as is evident from public discourse in the years
since then, the status of growth as the central objective of policy recovered
from all setbacks. Arndt grossly overestimated the impact of the critique,
or perhaps underestimated the ability of the promoters of growth to
counterattack.



Emergence of the Big Corporation

The modern corporation began wrestling with issues of image and
legitimacy soon after its rapid emergence in the United States in the late
nineteenth century. In 1870, there were no national US corporations at all,
and the average factory employed fewer than ten workers.> A mere thirty-
five years later, by the early 1900s, the vital industries of the entire country
were dominated by large corporations, with fully two-fifths of US capital
in the hands of a few large new firms. The age of the giant “vertically
integrated, bureaucratically managed corporation™ began rapidly, and
Adam Smith’s free enterprise economy, comprised essentially of a
multitude of small and medium-sized businesses in healthy competition,

would soon become a thing of the past.

This revolution took off in the context of a protracted series of
depressions, stretching from 1873 through to the mid-1890s. A handful of
significant mergers occurred from the 1880s on, beginning with the
creation of the Rockefeller-dominated Standard Oil cartel in 1882.° Two
further waves of mergers occurred in the period from 1890 to 1902,
hundreds of them in the second tranche (1898-1902), when around two
thousand independent businesses disappeared.

Alfred Chandler, historian of the rise of the modern corporation, argues
that merger (or horizontal integration) sometimes enabled companies to fix
prices and to control the level of production, but it was insufficient to
establish decisive advantage and ongoing growth. In Chandler’s view,
what achieved this end was vertical integration, which was adopted by the
newly merged entities in almost all the most successful enterprises.® In this
adaptation, single multifaceted units controlled the entire chain of
production, from the supply of raw materials to the marketing of finished
products, overcoming vulnerability to market fluctuations in supply prices
and, in fact, superseding the putative market role of allocation altogether
by internalizing the whole process. As Chandler puts it, “the visible hand
of management replaced the invisible hand of market forces.”’ This



strategy cut costs and improved profits, which was useful as a counter to
the price contraction during the long depression of the late nineteenth
century; it extended through the first two decades of the new century. The
combination of merger with vertical integration established the business
structure of the US economy for the long-term future. Indeed, a great
many of the corporate giants still familiar in the twenty-first century, such
as Coca-Cola, DuPont, and Alcoa, had been established by 1917.8

By the turn of the twentieth century, these new behemoths had already
begun to extend their consolidated activities internationally. In 1914,
foreign direct investment already accounted for 7 percent of US GDP, and
by the time of the 1929 Wall Street Crash, US private interests held over
$8 billion in foreign loans and investments.” These developments,
enhanced by the profits the United States reaped from its role as industrial
supplier to the UK and its allies in two world wars, prepared US business
for the internalization of much of the world economy within its giant
corporations after World War II. These US companies were the prototypes
of the modern transnational corporation (TNC) and were increasingly
emulated by corporations based in Europe and Japan. By the 1960s,
between 20 and 30 percent of world trade took place within transnational
corporations, a proportion that had grown to some 40 to 50 percent by
1990. At that time, more than half of US exports and imports were internal
transactions of TNCs.!? In the twenty-first century, the Fortune Global 500
includes numerous TNCs based in China and several more scattered
throughout the developing world, mainly in Asia.!! The globalization era
has favored the ascent of transnational capital, which now dominates
world trade, foreign investment, and world production.

The emergence of these unfamiliar corporations was not at first
welcomed by many Americans. According to the economic historian
Naomi Lamoreaux, the United States—hitherto made up of small-scale,
small-town communities—was “transformed overnight from a nation of
freely competing, individually owned enterprises into a nation dominated
by a small number of giant corporations.”!? There was great alarm over



the wave of mergers around 1900: in one of these, for example, the
International Harvester trust consolidated 85 percent of the manufacture of
US farm machinery into a single organization. Even if, as Chandler holds,
the key competitive advantage lay in vertical integration, the numerous
horizontal mergers made the integrated corporations far bigger than they
would otherwise have been and helped fuel the fear of the concentration of
economic power in very few hands.

The Struggle for Acceptance and Legitimacy

These centralized organizations, integrated both horizontally and vertically
—as predicted by Marx!>—have persisted for more than a century as the
dominant form of enterprise in the world economy, gaining international
primacy in the second half of the twentieth century; their immense
material superiority gave them the deep pockets to finance their
multifaceted counterattack against environmental concerns and the critique
of growth in the 1970s. The means by which the emerging corporations of
the early twentieth century won over a reluctant population were varied,
but all owed their success to the new profession of public relations,
touched on in chapter 5. Blunt force retreated as an everyday option for
US business and the professionalization of persuasion began; it would
extend the principles of product advertising into every arena of life,
thought, and politics.

At the beginning of the twentieth century—the era of the “robber
barons” in the United States—conflict between capital and worker
continued as it had throughout the nineteenth century, and intensified.
Businessmen bitterly opposed any form of regulation and regarded labor
unions as a part of the pernicious tendency to regulate conditions and
wages. In 1895 the National Association of Manufacturers (NAM) was
founded to lobby for business-friendly legislation and, under the
leadership of David Parry, in 1903 it launched “a crusade against
unionism.”'* George Baer, railroad president and spokesman for the mine
operators, remarked during the 1902 anthracite coal strike that “the rights



and interests of the laboring men will be protected ... not by the labor
agitators, but by the Christian men to whom god in his infinite wisdom has
given the control of the property interests of the country.”!> Views such as
these, accompanied as they were by corporate militias, swindles, and
lockouts, underpinned panic about democracy. Gustave Le Bon, one of the
earliest theorists of the danger of imminent democratic change,
commented, “Today the claims of the masses are becoming more and more
sharply defined and amount to nothing less than a determination to destroy
utterly society as it now exists.... The divine right of the masses is about

to replace the divine right of kings.”!°

Complicating the legitimacy problem for business, the middle classes—
including the farming community—were unhappy with the concentration
of economic power and the dissolution of the world they knew. As Stuart
Ewen observes, it was no longer just the working class that opposed a
world where

a small number of powerful and disdainfully arrogant men were dictating the social
circumstances and life rhythms of countless people throughout the United States....
Middle class people began to look toward the state and toward the device of regulation
as necessary instruments for controlling the rapacity of those who held unrestrained

private wealth.!”

In the infancy of public relations, before World War I, the
Enlightenment-based idea of disseminating factual information to a
rational audience for sensible assessment persisted, but the concept of a
“fact” had already begun to shift. Ivy Lee, one of the very first men to set
up as a PR practitioner, started his practice by offering “facts” (known
today as “factoids™) to the public. In his PR activities for the Rockefellers
after the Ludlow massacre of 1914, when a miners’ camp was set alight,
burning men, women, and children to death, Lee published a “witness
report” from the wife of a railroad official who was not, in fact, present at
all. When at the subsequent US Commission on Industrial Relations
investigation Lee was asked what personal effort he had made to ascertain
whether the facts given to him by the owners were correct, his frank reply



was, “None whatever.”'® Thus, although Lee still embraced an ostensibly
factual rhetoric, notions of evidence intrinsic to the concept of scientific
knowledge were evaporating. Facts could be manufactured to suit the
purpose. Lee also pioneered the presentation of publicity as news. In one
early job in 1906, to help an insurance company improve its profile after a
fraud conviction, he arranged for the company president to write letters to
seven hundred newspapers across the country; Lee got most of them

published, many in prominent slots masquerading as “news.”!”

The Manufacture of Consent

The government propaganda effort after the United States entered World
War I in 1917 demonstrated to the corporate world just how persuasive the
new techniques could be. President Wilson hired George Creel, a journalist
and erstwhile trenchant critic of big business, to run his Committee on
Public Information (CPI), designed to promote US involvement in a war
that many Americans did not support. Creel, who later wrote about his
work under the title How We Advertised America,?® marshalled the
advertising industry to lead the effort and demonstrated that advertising
could be just as effective in the propagation of ideas and beliefs as it was
at selling consumer goods. He noted in one article that “somebody once
said that people do not live by bread alone; they live by catch phrases.”?!
The “public information” Creel organized was favorable to big business.
Creel’s CPI recruited the Four Minute Men, community leaders who spoke
briefly in thousands of local movie theaters—about 150,000 times a week.
They preached the need to “make the world safe for democracy,” branding
as German sympathizers any citizens who thought the war was a
“capitalists’ war” or was being pushed by the captains of industry for its
money-making potential, or who otherwise felt the United States had no
interest in it. Loyal Americans were instructed to report antiwar sentiment,
and by 1918, a Censorship Board was actively suppressing dissent.?? Creel
also used the full range of social institutions to spread the patriotic



message—from churches and schools to Rotary Clubs and Chambers of
Commerce, from cinemas to the print media.

It was in the wake of this immensely successful PR campaign that
Walter Lippmann, a journalist and another early theorist of public opinion,
coined the phrase “manufacture of consent,” later revived by Noam
Chomsky. “Increasingly,” Lippmann wrote, people “are baffled because
the facts are not available; and they are wondering whether government by
consent can survive in a time when the manufacture of consent is an
unregulated private enterprise.” Lippmann, fearing that democracy was
not actually possible under such circumstances, appeared to fault private
ownership of the means of communication: “So long as there is interposed
between the ordinary citizen and the facts a news organization determined
by entirely private and unexamined standards, no matter how lofty ... no
one will be able to say that the substance of democratic government is

secure.”?3

The prominent business analyst Roger Babson remarked in 1921 that
“the war taught us the power of propaganda. Now when we have anything
to sell the American people, we know how to sell it.”>* Edward Bernays,
too, noted that the “astounding success of propaganda during the war
opened the eyes of the intelligent few in all departments of life to the
possibilities of regimenting the public mind.” In the world Bernays aimed
to foster, “propaganda is the executive arm of the invisible government.”?
As well as demonstrating how effective PR could be, the CPI showed that
existing organizations of all kinds could be recruited to spread any

message.

During the 1920s, US corporations were not only concerned about their
image and legitimacy in the public eye, they were gravely fearful of
overproduction and anxious that growth would be jeopardized if ongoing
consumer desire was not systematically stimulated (discussed in chapter
5). Yet, even while consumer desire was being carefully constructed by
advertising, one of the emerging PR gambits was the idea that the



corporation existed primarily to serve the people’s wishes.?¢
Simultaneously, the cabal of wealthy individuals who had created the huge
new companies was beginning to attract the first wave of middle-class
investment, an initial small step toward the idea of the citizen shareholder
class;?’ this trend helped solidify middle-class identification with the
interests of big business. Corporations also recognized that joining
regional and community organizations gave them “unusual opportunities
for establishing contacts with the leaders in general public activities and
those who are molding public sentiment.” Two subsidiaries of AT&T alone
paid dues of nearly $5 million for noncommercial memberships of every
conceivable kind between 1925 and 1934.28

Republican presidents were returned throughout the 1920s on platforms
similar to those of the late twentieth-century neoliberal era: tax cuts, the
promise of universal prosperity through laissez-faire economics, the
minimization of union power, and deregulation—"“less government in
business and more business in government,” as President Harding put it
during the 1920 campaign.”’ The decade also saw more consolidation,
with the disappearance of some five thousand public utilities and more

than eight thousand separate mining and manufacturing businesses.>”

Newspapers were among the consolidating enterprises,’! and Roy
Howard, who headed Scripps-Howard, one of the two largest print
concerns (the other was Hearst), approved heartily of the “system of
setting in action identical thought processes in all communities of the
nation.”3? At the same time, commercial radio was granted the lion’s share
of the bandwidth; according to Ewen, “the public sphere itself was
becoming the private property of corporate gatekeepers.”® The
concentration of both economic and ideological power proceeded
unchecked. As was the case during the era of the mortgage bubble, so
abruptly burst in 2008, the financial sector dominated the economy and
debt fueled the fiesta of consumption. Most of the biggest US corporations
at the start of 1929 were holding companies engaged in financial and
speculative activities—only four out of the ninety-seven largest



corporations were strictly operating companies doing real business in the
productive economy.>*

Bruce Barton, one of the foremost executives in the new PR industry
and holder of the accounts of DuPont, US Steel, General Motors, and
General Electric, told a convention of electric light chiefs in 1926, after
two decades of the infant PR industry’s efforts, that corporations were still
“only tolerated” and that the people did not “fully understand” or “fully
trust” them and did not yet “love them.”> The 1920s had nevertheless
seen the reputation of corporations improve greatly: in Propaganda,
Bernays suggested that the big corporations were by then regarded as
“friendly giants” rather than the “ogres” they had been thought to be, a

change he attributed to “the deliberate use of propaganda.”>¢

The Wall Street Crash of 1929 brought this success to an abrupt halt,
delivering a serious reversal to the more positive image achieved by big
business in the decade following the war. As the hard times dragged on, a
new campaign would soon be launched to persuade Americans that,
despite the trauma of the Great Depression, business would still serve
them better than any government ever could.

Depression and War

For the Love of the Corporation

Along with the major corporations (which already had their own PR staff),
NAM played a central role in the fight against the New Deal. The US
Congress had investigated NAM’s influence on legislation as early as
1913. It found some evidence of direct inducements to legislators but
reserved its “severest censure” for what it called “coercion through
propaganda,” a disguised campaign to influence public opinion, conducted
through newspapers, speakers, and the dissemination of literature to
schools, colleges, and civic organizations across the country.’’” Robert



Lund, who became NAM’s president in September 1933, urged the
corporate world to unite against Roosevelt under the NAM banner, and
launched a campaign to dislodge him in the 1936 election; this was not
successful, which “gravely shocked business men all over the country.”®
As PR man Bruce Barton told NAM’s 1935 convention, “industry and
politics ... are competitors for the confidence and favor of the same patron
... the public.” If businessmen talked to ordinary people, he said, they
would be astonished to find “how little we are liked, how much our
incomes are resented and our motives misunderstood.” They must, he told
them, persuade people that “we are more reliable than the politicians [and]
... will work for them more cheaply and with more satisfaction.” Barton
echoed the exhortations of General Motors president Alfred Sloan Jr., who
at the same meeting forecasted a great battle between “political
management” and “private enterprise,” a battle for the “very foundation of
the American system.” NAM’s president declared that they would

campaign to “sell the American way of life to the American people.”’

This they did. NAM’s public relations budget rose from $36,000 in
1934 to almost $800,000 in 1937.*° The campaign yoked the New Deal
notion of the greater good to the role and purpose of corporations and
argued that private enterprise was the citizen’s guarantee against a
“collectivistic” future where people were mere cogs in the machinery of
the state. In contrast to this specter, NAM offered the “freedom of
opportunity for the individual to strive, to accumulate, and to enjoy the
fruits of his accomplishments.”*! In essence, a wealthy elite set out to
ensure that people would be convinced, as Forfune magazine put it, that
“business is not just a phenomenon on the surface of American life ... it is

American life.”*?

If the level of its ownership and domination is any guide, business was
indeed the essence of American life. In a 1938 speech, President Roosevelt
characterized the corporate world as “a concentration of private power
without equal in history ... a cluster of private collectivisms masking itself
as a system of free enterprise.” One-tenth of 1 percent of corporations



owned more than half of corporate assets and earned half of corporate
income, he told Congress, while less than 5 percent owned 87 percent of
the assets and earned 84 percent of the income of all of them. Three-tenths
of 1 percent of the US population received 78 percent of all dividends—
the equivalent, the president pointed out, of one person in every three
hundred receiving 78 cents in every dollar of corporate dividends while
the other 299 got to divide up the remaining 22 cents between them.*
Fortune magazine, in contrast, advised business that it should present
itself as “a public utility” rendering “well-defined public services” rather
than as a money-making apparatus.**

The NAM campaign for the “American way” was massive. It replicated
Creel’s World War I model in establishing local cells, “Special
Committees of Public Information,” which enlisted local Chambers of
Commerce, Rotary Clubs, and churches, as well as lawyers, teachers, and
local dealers of the appliances and cars made by the corporations. These
committees of influential people were responsible for the regional face of
NAM’s multifaceted “publicity program”; they funneled articles, features,
and films to newspapers, radio stations, and movie theaters; they sent
speakers to the theaters as Creel had done, as well as to every local group
of any sort (including women’s groups and what were then called “negro
groups”); they distributed pamphlets and weekly bulletins to schools,
clubs, and libraries.*> Aware that the adult population was cynical about
the corporate claim to “service,” they aimed specifically at schools, where
Young America, their weekly children’s magazine that portrayed capitalism
as dedicated to looking after them and their communities, was sent to
thousands of teachers, who used them in classroom assignments. You and
Industry, a series of booklets written in simple language, linked individual
prosperity to unregulated industry, and was distributed to public libraries
everywhere.* One million booklets were distributed every two weeks by
the US Chamber of Commerce, which, along with the giant industrial

corporations, was also involved in the campaign.*’



The American Way campaign reflected the transformation of PR
practice from a rhetoric of alleged facts, such as Ivy Lee had used in the
early years, to a rhetoric of symbols and images that entertained the viewer
(as recommended by Bernays) and, as Lippmann described it,
“assemble[d] emotions after they have been detached from their ideas, ...

[causing an] intensification of feeling and a degradation of significance.”*®

Images and symbols were deployed at all levels. Cartoons were
distributed to more than three thousand weeklies; in one such cartoon, the
“forgotten man,” symbolic of people destroyed by the depression, is
portrayed as the fleeced taxpayer, and the ‘“fat cats™ are not corporations
but pro-welfare politicians.*’ Billboards looked down on every town of

twenty-five hundred people or more by 1937 (figure 10.1),>°

combining
happy families with the slogans “There’s no way like the American Way”
and “What’s good for industry is good for you.” Serials such as The
American Family Robinson were sent to radio stations without charge and
broadcast across the country through more than two hundred local stations
every week;! in this particular serial, a happy white family provided the
setting for engaging stories that pitted their sensible, pro-business father

against socialist troublemakers such as the benighted “Friends of the

Downtrodden.” Movie theaters screened feature films and
“documentaries” depicting the upward march of America, “a tale of
uninterrupted scientific progress ... a history driven by the genius of

American industry.”>? The proliferating avenues of mass communication
were saturated with this message.
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Figure 10.1
Bread line under an “American Way” Billboard, Louisville Flood, Kentucky, 1937.
Source: Margaret Bourke-White/Masters Collection/Getty Images.

Just as NAM’s activities had been covert before World War I, the
avalanche of “American Way” propaganda in the 1930s continued the
tradition. In its 1939 investigation into violations of labor rights, the La
Follette Civil Liberties Committee (US Senate) found that NAM had
“blanketed the country with a propaganda which in technique has relied
upon indirection of meaning, and in presentation upon secrecy and
deception.”® NAM rarely disclosed that it was the originator and
distributor of the innumerable films, radio programs, news editorials,
advertisements, and purported news it circulated. The La Follette
Committee slammed NAM: “They asked not what the weaknesses and
abuses of the economic structure had been and how they could be



corrected, but instead paid millions to tell the public that nothing was

wrong and that grave dangers lurked in the proposed remedies.”>*

The New York World’s Fair of 1939, the “World of Tomorrow,” was the
business community’s last great PR extravaganza of the decade; it took the
production of theater and spectacle to a new level. Again, while the
rhetoric was uncompromisingly democratic— “this is your fair, built for
you, and dedicated to you,”
was sold to the corporate participants with the promise that this would be
the “greatest single public relations program in industrial history.”
Participants were counseled that it would not do simply to display their
products—they must sell ideas. They must propel the public into a “world

according to the official guidebook—space

of abundance, where consumers could be kings and queens.”> NAM’s
pavilion, for example, aimed to fascinate and delight as it thrust private
enterprise into the role of the true “friend of the downtrodden,” which
could fulfill the promises of the New Deal: opportunity, security, and the

greater good.>®

While opposing government relief for the 12 to 17 million US
unemployed, blaming the destitute for their own failure to practice
sufficient thrift, and characterizing old age pensions as “socially
inadvisable” and an “unwarrantedly weakening drain on industry,”’ the
big-business people of the United States embraced a strategy of
humanizing the corporation, positioning themselves as common folk cut
from the same cloth as the ordinary rural citizen. US Steel adopted a
“folksy classless persona,” portraying itself as “a bunch of hometown
boys” making a few nails, and Henry Ford enjoyed unusual popularity as

“the friend of the common man.”>®

There were certain successes: the Advertising Age credited the National
Chamber of Commerce with divorcing the word “big” from the word
“business” in the public mind, and historian Wendy Wall identifies the
rapid replacement of the terms “private enterprise” and “laissez faire” with
the more appealing “free enterprise” in public discourse during the late



1930s, a change she attributes to the strategies of US corporate leaders in
general.”® Republicans also did better in the congressional elections of
1938 and 1940 than they had done since 1928, but the American people
continued to support their interventionist president. The corporate entreaty
to oppose “restriction and regimentation” and to allow “the true creators of

wealth to serve their constituencies” was still viewed with skepticism.®

The coming of World War II, however, was to be a boon for the business
of propaganda and the propaganda of business. The Roosevelt
administration had no choice but to reconcile with big business in order to
mobilize for war, and the corporations were increasingly able to present
themselves publicly as serving “the nation and the world so well in this
hour of peril.”®! The war in any case fostered feelings of national
solidarity and finally brought the return of economic growth, which would
ultimately make it far easier for big business to cast itself as the friend of
the people. War, like consumerism, is a wonderful driver of growth; it
induces massive production of ephemeral products that, in war, are soon
exploded and, in consumerism, quickly superseded.

War and Aftermath

Throughout the war, NAM’s rhetoric downplayed the role of government
and touted the superiority of American corporate “know-how,” manifested
in the heroic contribution of industry to the war effort (“the initiative,
ingenuity and organizing genius of free enterprise”).®?> This was blended
with visions of a cornucopian future of endless consumer products, in
which families would fly their personal helicopters and planes to the shops
“as readily as you drive a car.” “Put my groceries in that blue helicopter,”
one customer tells the grocer in a DuPont advertisement for cellophane
reproduced by historian Roland Marchand.%

Privately, however, most US businessmen remained apprehensive about
the future. They still saw government involvement and trade union
influence as enduring threats. When President Roosevelt delivered his



“Four Freedoms” speech in 1942 (discussed in chapter 6), businessmen
thought he was missing the essential freedom: the corporate vision of the
American way of life defined freedom first and foremost in relation to
enterprise. The business community and their PR operatives insisted that a
“fifth freedom,” the freedom of enterprise (or, as Noam Chomsky later put
it, “the freedom to rob and exploit”),* needed to be added to the other
four. As champions of the “fifth freedom,” the corporations sought to wear
the costume of the New Deal while undermining its values and priorities.
Monsanto’s chairman expressed the wartime view that the business world
was “engaged in two wars,” and Paul West of the Association of National
Advertisers identified the greater of these challenges as that of winning

“the war of ideologies” at home.®

Long-time California Chamber of Commerce officer Vernon Scott
described the crusade that corporations needed to mount in this way: “We
must constantly preach and prove that a planned economy destroys free
markets, shackles free enterprise, reduces the standard of living for all,
beats down private initiative, and cripples competition, the life blood of

democratic capitalism.”%¢

Henry Link of the Psychological Corporation®” recommended a
continuing strategy of manipulation that would emphasize the rights of all
people, “a transfer in emphasis from free enterprise to the freedom of all
individuals under free enterprise; from capitalism to a much broader
concept: Americanism.” This approach, Link said, was based on research
showing that “Americanism” had a “terrific emotional impact” that “free
enterprise” lacked.®®

Just as fear of communism had been a compelling tool for the pro-
business thrust after the Russian Revolution in 1917, so too was the Cold
War suited to corporate interests. By 1946, just a year after the United
States’ wartime alliance with the Soviet Union, the Chamber of Commerce
was already distributing millions of pamphlets with titles such as

Communist Infiltration in the United States.®® The second Red Scare of the



1950s played a key role in creating a climate conducive to the protection
of traditional property relations and to splintering the labor movement.””
While congressional committees terrorized intellectuals and film actors,
and liberal radio broadcasters were fired, popular magazines ran lurid
stories of imminent takeover, not unlike the sudden appearance, just before
the invasion of Iraq in 2003, of the spurious but widely publicized “proof”
that attack by weapons of mass destruction could be unleashed on Britain
or the US mainland within forty-five minutes.

The Chinese revolution, the Soviet development of nuclear weapons,
and the Korean War all intensified the fear of communism and promoted
antisocialist sentiment, providing fertile ground for the ongoing multi-
million-dollar selling of the American way. Assisted by both history and
consummate PR machinery, pro-business Republicans won control of both
houses of Congress in 1948, and Dwight Eisenhower took the presidency
in 1952.

Television was also a potent new tool in the postwar onslaught. Not
only was the medium visual, bearing all the potential of images and
symbols to manipulate unconscious desires, but these images could now
be beamed directly into people’s homes. As RCA’s TV manager T. F.
Joyce told a media conference in 1944, “we will have thirty million

showrooms where personal dramatized demonstrations can be made

simultaneously.””!

A number of conservative think tanks, characterizing themselves as
nonpartisan, were founded in the late 1940s. By 1949, four thousand US
corporations had set up dedicated public relations departments, and some
five hundred independent PR firms were in business.”> By late 1951,
business-sponsored films were drawing one-third of the US movie
audience, 20 million people a week. In factories across the country,
employees were given time off to attend sessions on economics as
business saw it and the corporate commitment to workers’ welfare. By
1952, according to the editor of Fortune magazine, corporations were



spending $100 million a year to sell “free enterprise,” an outlay that rose
tenfold to $1 billion by 1978.73

Growth Enthroned

In the early decades of the twentieth century, theorists such as Bernays
warned that democratic processes would threaten corporate power and
profits: elections could install governments that would tax away the profits
of the “great corporations” and try to impose unacceptable regulation. The
Roosevelt years seemed to realize these nightmares, when a government
that was inimical to unrestrained private enterprise held unprecedented
power. Roosevelt regulated the financial system, which had been out of
control in the 1920s, then many aspects of industry itself, including prices,
as well as establishing taxpayer-funded welfare programs to assist
ordinary people ruined by the economic collapse. These developments,
buttressed by Roosevelt’s own ability to propagate his message, made it all
the more necessary for business to perfect “the conscious and intelligent
manipulation” of ordinary people in order to “bind and guide the world.””*
Bernays’s warnings were also, of course, designed to encourage
corporations to engage his services as a “propaganda specialist” and
expand the influence of the new profession he had been instrumental in
creating.’> It was a lucrative pursuit yielding substantial fees, as journalists
S. H. Walker and Paul Sklar noted in their Harper's series, “Business
Finds Its Voice.””¢

In the late 1930s, and especially after the severe 1937 recession that
followed a reduction in Roosevelt’s stimulus spending, one prominent
school of thought suggested that the party might already be over—that
capital accumulation in the United States might have reached its limit.
Western expansion had hit the Pacific Ocean decades before; the frontier
lay only in unexploited gaps. These ideas, put forward by economist Alvin
Hansen and akin to John Stuart Mill’s “stationary state,” suggested that the



next great challenge for the United States was to find a way to live without
growth or, as economists called it, with “stagnation.”’” The war brought
such cautious views to an abrupt halt and heralded the unambiguous return
of economic expansion on a previously unimagined scale. After its almost
complete absence from the economic discourse of the English-speaking
world, both political or academic, and with only sparse discussion in the
decade leading up to 1945,”® the status of economic growth in government
policy was about to be comprehensively transformed.

A Bigger Pie

The ongoing business propaganda campaign played an indispensable role
in the ascendancy of the values of private enterprise in US culture and
prepared the ground for the gradual erosion of the New Deal in
capitalism’s heartland; these trends were enhanced by the postwar advent
of the ideology of the bigger pie.

Studebaker chairman Paul Hoffman founded the Committee for
Economic Development (CED) in 1942, proposing a partnership between
business and government that would engage in fiscal activism along
Keynesian lines. The CED embraced a business ethos devoted, like
NAM'’s, to minimizing union influence and fostering individualism,
competition, and a respect for the necessity of profits, but it emphasized
productivity as the route to these objectives, defining productivity as
output per unit of labor: “Productivity is a vitally needed lubricant to
reduce class and group frictions. As long as we can get more by increasing
the size of the pie there is not nearly so much temptation to try to get a
bigger slice at the expense of others. That applies particularly to the
common and conflicting interests of labor and capital.”’”® The CED also
encouraged a role for government, envisaging vital input from
businessmen, who would exercise determinate influence on actual policy
as they had done in the years before the Great Depression. From 1942,
leading businessmen had been recruited into Roosevelt’s war cabinet and

had begun to enjoy significant influence again.



Working closely with the CED was the Advertising Council. A
reincarnation of the War Advertising Council, it had sought and won tax
deductibility for “institutional and public service” advertising during the
war. The council’s president explained the relationship as follows: “You
might say that whereas CED is concerned with the manufacture of
information in the public interest, the Advertising Council is concerned
with the mass distribution of such information.”®! The council believed
that Americans needed “economic education” to inoculate them against
“foreign 1deologies.” To this end, it convened a Public Advisory
Committee that enlisted representation from the American Federation of
Labor (AFL), one of the two major national trade unions and, ultimately,
secured endorsement from the presidents of both the AFL and the
Congress of Industrial Organizations (CIO),*? the other big union, for its
economic education campaign. This allowed it to represent its program as
“nonpartisan,” rallying all groups, according to the chairman of the
council’s Public Policy Committee, “for the common effort to improve our
system by constantly increasing productivity and a wide distribution of its
benefits.” While the education curriculum conceded rights to organize and
to collective bargaining and a limited role for the state, it also stressed
“freedom of enterprise and expanding productivity through mechanization
and increased efficiency,” focusing on the past benefits of capitalism and

the great gains to come.®’

By 1950, in just two years, the Ad Council had published 13 million
lines of newspaper advertisements and 600 magazine pages, set up 8,000
billboards, and circulated 1.5 million pamphlets.®® Like NAM, the
advertising industry established networks of speakers, trained at “Freedom
Forums,” the first of which was described by one participant as “long

sessions of indoctrination in the fundamentals of our economic system.”®>

Numerous other groups also purveyed economic “education,” including
NAM’s new “Education Department,” set up in 1949; the Foundation for
Economic Education (FEE), founded in 1946 by leading corporate CEOs
(chapter 11); and the American Enterprise Association, which became the



American Enterprise Institute in 1962—one of the most prominent and
influential US think tanks of later decades.® FEE’s propaganda, fed to US
schoolchildren and college students, advanced such notions as the
abolition of the income tax, US withdrawal from the UN, and getting rid
of government roles in education, roads, and the postal service.®” Sharon
Beder, a major Australian analyst of corporate power, describes a
mushrooming network of organizations, funded by business and extending
into every aspect of education. The Opinion Research Corporation (ORC)
claimed that the education program had “check[ed] the school use of many
materials that are anti-business in nature” and developed in teachers “a
much friendlier attitude toward American business.” Surveys showed that
a staggering 89 percent of teachers were using the program’s materials in
their classrooms by 1951, and that by 1955, citizens were more worried

about Big Labor and Big Government than about Big Business.5®

The success of postwar business ideology in the United States also
owed much to the shift in the position adopted by organized labor and
favored by the Democratic Party. By the end of the war, as the historian
Elizabeth Fones-Wolf argues, US liberals had already modified their
expectations:

They shifted from demanding that the state control the economy through social
planning and extensive business regulation to advocating that the government promote
economic growth while only occasionally compensating for the private sector’s
failures through social welfare and social insurance. An expanding economy, a
demand that easily meshed with business’s goals, rather than the reform of capitalism
became the clarion call of American liberalism and the Democratic party.®’

Thus, the business world’s “moderates” (or “neo-Progressives”) forged
a common cause with liberals and noncommunist labor organizations and
adopted the strategy of the bigger pie. Economic growth became the
solvent that could neutralize old class conflicts and provide everything
everyone wanted without disturbing the distribution of wealth or of power.
The US Chamber of Commerce’s 1964 newsletter, for example, claimed



that health care programs were less necessary as incomes rose and that

relief for the poor became redundant as GDP steadily grew.”’

Productivity had been canvassed as a substitute for redistribution in the
1920s when it was championed by Herbert Hoover (US secretary of
commerce at the time) as a means of transcending scarcity and spreading
abundance without disrupting economic power. Though this vision
disintegrated during the Great Depression, the productive triumphs of
wartime encouraged its resurrection. In the words of the Harvard historian
Charles Maier, “the mission of planning became one of expanding
aggregate economic performance and eliminating poverty by enriching
everyone, not one of redressing the balance among economic classes or
political parties.”®! These postwar ideas heralded the first world’s middle-
class societies of the late twentieth century and are echoed in current
visions, such as Rupert Murdoch’s, of an entirely middle-class world.”?
Productivity became the crucial ethos of postwar business and, according
to Maier, involved the gradual acceptance of business as society: “The
manager or executive was the man fitted to run society as a whole.”
Despite intermittent hysteria from the muscular Right, the drive for
productivity gave business the role it wanted, while avoiding head-on
conflict with its opponents.”>

Maier also traces the broader dissemination of the new growth ideology
after World War II. Described as “peaceful intercourse and economic
expansion,” its main targets were West Germany and Japan, where the
Americans had full command, then Europe more generally as the United
States took control of the world economy. Part of what they required of
Europe was an end to industrial strife.”* Through the late 1940s, Europe’s
communist unions opposed the Marshall Plan and split away from the
labor mainstream, rejecting US influence and the emphasis on private
enterprise. By 1949, the AFL and CIO were meeting with British and
French unions to found a new noncommunist international labor federation

based on “the politics of productivity.””>



For the next two decades, this strategy was immensely successful in
economic terms, even if biologists progressively sounded warnings of its
ecological costs. Osborn and Vogt (see chapter 3) were worried about the
impact of such growth on the biosphere as early as 1948. Vogt explicitly
identified the adoption of economic expansion as an “article of economic
faith” that would exhaust minerals and jeopardize soils, water, forests,
grasslands, and wildlife.”® It was into this ebullient first world bonanza
that The Limits to Growth was launched in 1972, so it is perhaps
unsurprising that the reception from professional economists, described in
chapter 4, was not favorable.

Having established well-organized and well-rehearsed PR machinery to
sell the private enterprise system, the business community was equipped to
confront the gathering resistance to widespread environmental damage and
to counteract the debate about the risks of untrammeled growth. It moved
on to this next battle by generating hundreds of free enterprise think tanks,
staffed largely by economists. Alongside already entrenched patterns of
buying influence over the public and the Congress, business interests now
had their own alternative academia, well-funded institutions that could
challenge and then counter the voices of scientists and concerned citizens.



11

Sleight of the Invisible Hand

Economic institutions designed to make money must search for philosophical
legitimacy when they instead try to make policy.

—NMark Green and Anthony Buchsbaum, 1980

The Perfecting of Corporate Persuasion

In the first seven decades of its efforts at keeping the US public on its side
during the twentieth century, capital pushed the concept of free enterprise
as the very foundation of American prosperity. The market researcher
Opinion Research Corporation (ORC) found in 1960 that “free enterprise”

was a more persuasive and acceptable term than “capitalism.”!

In the early years of the twentieth century, some of these propaganda
campaigns met with success. The distaste for big business that arose as
corporate forms of business transformed small-town life was effectively
countered. After the setback of the 1929 crash, the task became more
challenging, and ongoing multi-million-dollar campaigns were launched to
convince a suspicious public that this event did not alter the fundamental
truth: private enterprise was ‘“the American way,” the bedrock of
everything that mattered to Americans and the best of all possible systems.
After World War II, business extended the coordination of its efforts and



systematically inserted its free enterprise ideology into the entire
educational structure. Before 1970, the great majority of this corporate
propaganda was funded and disseminated in the United States. From then
on, the practice became more generalized throughout the world, especially
in the other English-speaking countries.

Even though a free market economy is frequently characterized as
inexorable and “natural,” a force no mere human can affect, the level of
funding and application devoted to it would indicate a different reality, one
that the business world has known for a century. Neither natural nor
inevitable, the free market needs massive advocacy to create, retain, and
extend public acceptance. The new techniques of advertising had
demonstrated techniques for selling products. It was evident that the same
methods could sell anything. S. Walker and Paul Sklar, in their
congratulatory series for Harper s Magazine, “Business Finds Its Voice,”
noted that “business has adapted a machine intended for distribution of
products to distributing ideas, thus releasing a new social force in

America.”?

Before Rachel Carson published Silent Spring in 1962, the interaction of
corporate business with the natural world was not much at issue—worries
such as those of Vogt and Osborn (discussed in chapter 3) were marginal.
By 1970, however, when the Cuyahoga River burned in Cleveland, Ohio,
there were disturbing signs that the environment was in trouble. The
establishment of environmental watchdogs and other government
institutions to deal with pollution began in both the United States and the
UK in the 1960s and proceeded apace. This process instituted a regime of
oversight and regulation for business and rested on the confident
expectation that the newly visible environmental problems were amenable
to technological solutions. The growth of these institutions and the
introduction of the environmental impact study as a precondition for most
new developments drew significant sections of a critical scientific

community into careers within the new structures.’



Some scientists, the MIT Limits to Growth researchers included, began
to warn that economic expansion could not go on indefinitely. Around the
same time, increasing numbers of citizens became concerned about
pollution and the degradation of the natural environment. The coordinated
apparatus of persuasion outlined in chapter 10 was at hand: spin skills,
propaganda ploys, and PR professionalism developed over sixty-five years
stood ready to respond to all perceived threats to corporate values and
corporate control, buttressed from the 1970s by the proliferation of
conservative think tanks.

The promotion of economic growth was largely implicit rather than
argued. As a shared value of mainstream economists, it was a preanalytic
assumption for all, and there was little need to defend it. It was and
continues to be presented by media of almost all persuasions as the
indispensable underpinning of all realistic solutions to social problems big
and small. The immediate postwar years saw it embraced as the answer to
every awkward question about distribution. We did not need to consider
how to share the pie since, by making it bigger, the crumbs would also
increase. Economic growth became the principal yardstick for success in
economic policy.

While economic growth rarely received explicit endorsement or defense
at this time, warnings about environmental dangers were systematically
countered and an entire machinery of denial was established through the
think tank apparatus. The attack included the demonization not just of
environmental activists but of science and scientists as well—an
unthinkable situation just a few decades earlier.



Business Raises its Voice

The Powell Memo Recommends Guerrilla Scholars

The great majority of the peer-reviewed condemnation of The Limits to
Growth in the 1970s (chapter 4) came from economists, and many of them
preferred ridicule and personal attack to a rational examination of the
book’s arguments. In the mainstream press, several reviewers touched
explicitly on the necessity of economic growth to deal with third world
problems, and some stressed the centrality of growth to the functioning of
any capitalist economy. Both arguments were seen as decisive against
limits thinking. Economists also supplied most of the reviews published in
the popular press. There is little evidence of businessmen or corporate
spokespeople making explicit attacks on the idea of limits to growth or on
the book itself in the first fifteen to twenty years after publication, though
some, such as the agricultural economist Karl Brandt, a founding member
of the Mont Pe¢lerin Society, were already engaged in the MPS project to
set the market free. The immediate attacks were conducted by members of
economics faculties in mainstream tertiary institutions, in the English-
speaking world in particular.

However, as part of a broader reaction to the introduction of regulation
and to criticism of business practices, the 1970s saw the relaunch and
concerted extension of a well-rehearsed campaign to sell and resell private
enterprise. On August 23, 1971, not long before Limits came out, corporate
lawyer Lewis Powell sent a memorandum to his friend Eugene Sydnor, the
director of the US Chamber of Commerce, urgently recommending such a
campaign.* The memo was symptomatic of a sense of threat among
America’s businessmen, and of a mood for the renewal and extension of
ideological warfare.



Powell, who was nominated to the US Supreme Court by President
Nixon two months later, identified an escalating “assault on the enterprise
system” that was, he warned, gaining momentum. He claimed that half the
nation’s university students “favored socialization of basic US industries”
and quoted Milton Friedman’s contention that “the foundations of our free
society are under wide-ranging and powerful attack ... by misguided
individuals parroting one other.” Powell named Ralph Nader, the
consumer advocate—an avocation never popular with business—and
Charles Reich, the author of the 1970 pop counterculture bestseller, The
Greening of America, as examples of people conducting the frontal assault
on the private enterprise system. Even more dangerous, he believed, were
the social science faculties in most universities; he decried the malign
influence of Marcuse, who was at the University of California at the time,
and went on to claim that “Yale is graduating bright young men who
despise the American political and economic system.” This is at best a
partial truth; soon afterward, the majority of Yale’s bright young graduates
were seeking employment in merchant banking.’

The fear that business was losing its grip on power had already
reappeared throughout the twentieth century, as outlined in the last
chapter. Powell, recapitulating his predecessors’ themes, painted
businessmen as the backbone of US prosperity and as the well-meaning
victims of sabotage by propagandists. “The time has come for the wisdom,
ingenuity and resources of American business to be marshalled against
those who would destroy it.... The ultimate issue may be survival—
survival of what we call the free enterprise system.” To this end, corporate
chiefs must focus beyond the selling of their products; they “must be
equally concerned with protecting and preserving the system itself.” This
demanded collective organization, and Powell thought the National
Chamber of Commerce with its plethora of local cells could be an ideal
vehicle for the project.

In order to address the priority task of countering “the campus origin of
this hostility,” Powell recommended that the Chamber of Commerce



establish a staff of highly qualified and sympathetic scholars, especially in
the social sciences, a stable of reputable speakers who would pursue
“equal time” on the college circuit, and a program of monitoring and
evaluating textbooks at all levels. These strategies would be aimed at
“restoring the balance essential to genuine academic freedom™ and
ensuring “fair and factual treatment of our system of government and our
enterprise system” and its accomplishments. Additionally, a “steady flow”
of scholarly papers for journals should be provided, as well as articles for
mainstream magazines like Harper’s and the Atlantic; the “increasingly
influential graduate schools of business” should be cultivated, and
secondary schools also needed intervention. These activities should be
embedded in a multifaceted media campaign that would include a
pervasive demand for “equal time” and a program to monitor television
and other media along the same lines as textbooks. Complaints should be
lodged wherever necessary. This demand for “balance” and “equal time”
was to play a key role in the ideological wars of the next forty years.

Politicians, Powell complained in his memo, stampede to support
“almost any legislation related to ‘consumerism’ or to the ‘environment.’”
In this unhappy situation, “business must learn the lesson that political
power 1is necessary; that such power must be assidously [sic] cultivated;
and that when necessary, it must be used aggressively ... without
embarrassment and without the reluctance which has been so characteristic
of American business.”® As outlined in chapter 10, however, there had
been scant evidence of this alleged reluctance through the greater part of
the twentieth century.

Billionaires to the Fore

Joseph Coors, the billionaire brewer, told the official historian of the
Heritage Foundation that Powell’s memo had “‘stirred” him up and
convinced him that American business was ‘ignoring’ a crisis.” In 1973,
Coors provided seed money to the Heritage Foundation (which became
one of the most influential of the new breed of US think tank).” His



$250,000 contribution was handsomely supplemented, in 1976, by
$420,000 from another billionaire, Richard Mellon Scaife, an heir to the
Mellon fortune, derived from banking, oil, and steel. Scaife’s foundations
gave $13 million to conservative groups and think tanks in 1980, out of
their overall $18 million “philanthropic” budget; in 1998, the Heritage
Foundation got $1.3 million from Scaife. It also received -early
contributions from the Olin and Noble Foundations, which were

established by chemical and fossil fuel interests, respectively.®

The Heritage Foundation was one of dozens of free market think tanks
to appear in the following decades, establishing a parallel academic
universe funded by and sympathetic to private enterprise. Prominent
additions were the Pacific Research Institute (1975), the Centre for the
Defense of Free Enterprise (1976), the Cato Institute (1977), and the
Manhattan Institute (1978),” followed in the early 1980s by Anthony
Fisher’s Atlas Foundation in London (1981), the Competitive Enterprise
Institute (1984), and the Heartland Institute (1984).' The proliferation of
such institutions continued rapidly in subsequent decades.

Familiar Tactics: Advertising, PR, and “Economic Education”

Family foundations have been a crucial element in the funding of the
modern think tanks. Journalist Lewis Lapham lists the richest conservative
US foundations (as of 2001), with assets approaching $2 billion. The
“Four Sisters”—Richard Mellon Scaife’s group of foundations, the Lynde
and Harry Bradley Foundation, the Olin Foundation, and the Smith
Richardson Foundation—figure in Lapham’s top five, along with the
Earhart Foundation, devoted to free market scholarship (Hayek was
among its beneficiaries). Numbers six and seven are the Coors foundations
and those of the Koch family, prominent in 2010 for their covert funding
of the tea party movement through Americans for Prosperity.!! Think
tanks founded or funded by these foundations include the Cato Institute,
the Heritage Foundation, the American Enterprise Institute (AEI) , the
Manhattan Institute, and the Hoover Institution.'> The donations of the



principal foundations to the Hoover Institution, the AEI, the Heritage
Foundation, and the Cato Institute during the period 1985-2002 give an
indication of the extent of the funding (table 11.1).

Table 11.1

Donations of principal US family foundations to key conservative US think tanks,
1985-2002

Hoover American Heritage Cato
Institution Enterprise Foundation Institute

Institute
Sarah Scaife $7.6 million $4.4 million $17 million  $1.8
Foundations million
Lynde and Harry $1.7 million $15 million $13 million  $560,000
Bradley Foundation
John M. Olin $5 million $7 million $8 million $800,000
Foundation
Koch Family $5,000 — $1 million $12.5
Foundations million
Smith Richardson  $1.3 million $4 million — —
Foundation

Source: After Beder 2006b, 27. Courtesy of Sharon Beder.

While Coors and other wealthy individuals—and their family
foundations—Ilaunched, so to speak, a thousand think tanks, Powell’s ideas
were also being implemented by the preexisting institutions of business
propaganda described in chapter 10. From 1976, the Advertising Council,
supported by the Chamber of Commerce, spearheaded the work outlined
by Powell, just as it had in the postwar period. The National Association of
Manufacturers (NAM) also played its part. S. Alexander Rippa, a historian
of education in modern American society, described the entire campaign to
disseminate the “free-enterprise creed” as the “most elaborate and costly

PR project in American history.”!?



The Advertising Council, still funded and directed by corporations,
bankers, and media chiefs, attracted immense amounts of free commercial
time, worth an estimated $642 for every actual dollar donated to the
council. As well as services donated by the advertising, media, marketing,
and PR executives who sat on its board, the council also monopolized the
time set aside by the government for public service announcements—
about 3 percent of all airtime. It was the largest single advertiser in the
country, taking up double the time and space of the top corporate
advertiser, Proctor & Gamble. The commercial cost would have been
about $460 million, but the Ad Council ran on a mere $2 million a year,

thanks to the generous donations of airtime and services.'*

The Ad Council ran twenty-eight “public service” campaigns every
year. Some, such as the “Future Is Great in a Growing America”
campaign, promoted business and growth directly. Others, such as the
campaign to prevent forest fires, actually approximated public service, but
most held the individual responsible for cleaning up any mess, and all put
business in a positive light. In the series on pollution, the campaign
pointed the finger at the public and away from industrial pollution:
“People start pollution. People can stop it.” The 1970s campaign against
inflation held government regulation responsible. In the words of the
political scientist Michael Parenti, “collectivist, class-oriented, political
actions and governmental regulations are not needed in a land of self-

reliant volunteers.” !>

The council also acted as the arbiter of the definition of public service
and met no obstacle in running the business propaganda campaign under
that rubric. In this situation, no attempt at “balance” or “equal time” was
considered necessary. As Congressman Benjamin Rosenthal (D-NY)
commented:

The Ad Council and the networks have corrupted the original intent of public service
time by turning it into a free bonus for the special interests. The Ad Council is a
propagandist for business and government ... it not only makes sure its own side of
the story is told, but the other side isn’t. The public has no meaningful access to the

media.'®



Since public service work was by definition nonpartisan, the council
justified the propaganda campaign by arguing that the American public,
tragically ignorant of its own economic system, needed ‘“economic
education.”

Under the leadership of Barton Cummings, head of Compton
Advertising, market research was conducted that “revealed” an ignorance
that required remedy. In Free Market Missionaries, Sharon Beder
assembles questions (with their “correct” answers) from Compton’s
nationwide 1976 survey of US public attitudes to the economic system.
For example, the approved response to the proposition that “when business
profits are up, times are good for more people” was “Agree.”!” Although
more than 80 percent of the respondents did agree on this point and on
many others, suggesting that previous “education” efforts had succeeded
handsomely, this level of “knowledge” apparently rated as unsatisfactory.
Such claims justified the economic education program as public service. In
addition to media advertising, the Ad Council distributed “millions of
booklets to schools, workplaces, and communities.”'®  Individual
corporations launched their own campaigns alongside the Ad Council, and
numerous business coalitions sprang to assist—the US Industrial Council,
representing 4,500 companies, ran its own multifaceted media blitz. This
avalanche of advocacy for private enterprise, disguised as an educational
service to the community, was described in Fortune magazine as “a study

in gigantism, saturating the media and reaching almost everyone.”!”

At the same time, corporations also began to fund specific institutions
inside existing universities and to withdraw funding with no strings
attached. The Joint Council on Economic Education “funnel[ed] money
from business to some 155 university centers and 360 school district
programs that helped teachers give instruction on the free enterprise
economy.” Between 1974 and 1978, corporations endowed more than
forty academic centers and chairs of free enterprise in American
universities.”’ Business was not only establishing its own dedicated



ideological apparatus via think tanks, it was colonizing universities with
similar institutions.

Littering the World with Think Tanks

Forerunners

Think tanks were not first invented at this time. Nor were they all
dedicated to the ascendancy of radical neoliberalism. The great majority,
however, were advocates for private enterprise. One typology of think
tanks distinguishes between the “old guard,” founded before the 1970s,
and the “new partisan.”>! Many of the old guard, however, were part of
precisely the same movement as the later efflorescence. This is particularly
true of Anthony Fisher’s Institute of Economic Affairs in London. Other
old guard think tanks such as the AEI (US) and the Institute of Public
Affairs (Australia) are argued to have been less doctrinaire in their earlier
days. Most caught the neoliberal wave in due course, however. Of eighty-
three think tanks operating in Australia in the 1990s, only five had any
kind of “wet” or leftist leaning, confirming that the great majority were
linked to the conservative side of politics.?> The AEI was an early US
example, organized during World War II by “a partnership of top
executives of leading business and financial firms (Bristol-Myers, General
Mills, Chemical Bank) and prominent policy intellectuals.”? Its program
at this time involved opposing the continuation of government
involvement in the economy after the war. The partnership of CEOs and
free market theorists that characterized the beginnings of the AEI would
prevail throughout the think tank proliferation. Like the new think tanks,
the AEI dramatically expanded both its budget and its staff during the
1970s.%*

Aims of Industry®> was founded by the UK Chairman of Ford in 1942
to foster appreciation of private enterprise in the UK and, after the war, to



resist the nationalization of industry and curtail planning by government.
Anthony Fisher launched his Institute for Economic Affairs (IEA) in
London in 1955, another pioneer think tank predating the 1970s economic
crisis and an early outgrowth of the missionary zeal of Hayek’s Mont
Pelerin Society (discussed in chapter 6). Fisher, who funded the venture
with the considerable fortune he made from introducing the factory
farming of chickens into the UK, was also instrumental in founding the
Manhattan Institute, the Pacific Research Institute, the Fraser Institute
(Canada), and the Atlas Foundation (1981), committed to “littering” the
world with think tanks dedicated to these ideas.?® Fisher met Hayek just
before the first MPS meeting in 1947 and attended his first MPS meeting
in 1951. He acted as entrepreneur, giving organizational form to this
aspect of the project Hayek sought to initiate.

In Australia, think tanks and libertarian rhetoric were rare before the
1970s, but not entirely unknown. The Institute of Public Affairs (IPA) was
founded in 1942 at the instigation of the Victorian Chamber of
Manufacturers to “combat socialism™’ and was an integral part of the
conservative side of Australian politics: its branches from both Victoria
and New South Wales participated in the conference that gave birth to the
Liberal Party in 1944.%% In 1956 the IPA was urging Australian businesses
to fund “economic education” along American lines, and in 1950, W. D.
Scott, a prominent accountant and management consultant, claimed that
“the system of free enterprise is at stake” and recommended a wide-
ranging public relations program that would “educate” the public and sell
private enterprise along the lines he had observed in the United States.?’
But it was not until the 1970s that the long-standing US corporate project
to naturalize and extend the idea of the free market was ignited in
Australia.

“Independence”

While their funding, when revealed, reflected its corporate sources, most
think tanks claimed to be “nonpartisan” or “independent.” From the US



Ad Council’s emergence in the 1940s to the IPA in Australia today, this
self-styled dispassion has always been questionable, since they are almost
all linked to the conservative side of local politics and were developed
with an explicit propaganda agenda. In Australia, dense interconnections
exist between influential think tank operatives and conservative politics; of
twenty-three key neoliberals listed by Bette Moore and Gary Carpenter,
eleven are members of or staffers for the Liberal Party, Australia’s
conservative party.’® Liberal Party members, including many in senior
positions, appear with regularity among their personnel. The political
economist Damien Cahill identifies think tank affiliations for thirty-seven
free market campaigners from the conservative Coalition, many of them
members of parliament (MPs).>!

These links are not trumpeted. In the UK, Fisher’s cofounder at the [EA
warned back in 1955 that it was “imperative that we should give no
indication in our literature that we are working to educate the Public along
certain lines which might be interpreted as having a political bias.”>?
Similarly, in Australia, political connections were concealed. Greg Lindsay
himself, the founder of the Centre for Independent Studies (CIS), told the
CIS magazine that his Liberal Party allies “were very conscious of my
unwillingness to be seen as being involved in party politics and they were
careful not to compromise us.”>> Their supposed independence helped to
qualify many think tanks for the tax exemptions that go with charitable
status, as well as giving an appearance of political neutrality. Almost all

the free market think tanks worldwide are tax exempt.

The Foundation for Economic Education (FEE), dedicated to
“individual economic freedom, private property, limited government and
free trade through ‘economic education,’”” is, with the AEI, among the
earliest of the free market think tanks and provides another US example of
corporate origins and influence. Its seven 1946 creators included senior
executives from Goodrich, GM, the New York Times, ORC, and a former
top manager with both the Chamber of Commerce and NAM. Initial
funding came from GM, Chrysler, Edison, DuPont, and several oil and



steel companies; forty-six corporations had made million-dollar

contributions by the end of 1949.34

The erstwhile workers’ parties in the two-party systems of the English-
speaking world have increasingly embraced the business agenda, partly in
an alliance similar to that between business and the parties of the Right
and partly as a response to the propaganda campaign that engulfed
policymaking from the mid-1970s on. Once financial deregulation had
taken hold, what Thomas Friedman called the “golden straitjacket”
cramped governments’ freedom of movement. Government policies that
offended the “electronic herd” of international financial traders and
speculators brought swift retribution in the form of flights of capital and
credit downgrades from international ratings agencies.>> The Australian
Labor Party pioneered the adoption of the neoliberal program in Australia,
though it tried to maintain government regulation in many areas—more
than was comfortable from a free market think tank viewpoint. Its senior
MPs did not found neoliberal think tanks and only occasionally
participated in them. Nonetheless, it laid the groundwork for the Howard
government—when the conservative Coalition governed from 1996 to
2007.

At the libertarian extreme, some think tank staffers have defined
independence as freedom from government funding. Myron Ebell of the
Competitive Enterprise Institute (CEI) told John Humphrys on the BBC’s
Today program that, while “we still have independent scientists in this
country [US] ... virtually all scientific funding in Europe and Japan and
Australia is held directly from government.” According to Ebell,

governments are biased, whereas business is “independent.””*

While the Australian political scientist Diane Stone argues in favor of
this putative independence,’’ and most think tanks insist on it, others
freely admit their dependence on corporate finance. As one American
think tank vice president remarked, “there is no such thing as a
disinterested think tanker. Somebody always builds the tank, and it’s



usually not Santa Claus or the Tooth Fairy [and] unfortunately, many of
these folk are often interested in satisfying the requirements of whoever
pays the tab.”*® The prominent conservative columnist Irving Kristol
expressed similar views in a 1977 essay in the Wall Street Journal. Kristol
confirmed that the funding of think tanks such as the AEI, where he was
then a resident scholar, is not and should not be disinterested:

When you give away your stockholders’ money, your philanthropy must serve the
longer-term interests of the corporation. Corporate philanthropy should not be, cannot
be disinterested.... Most corporations would presumably agree that [any donation]
ought to include as one of its goals the survival of the corporation itself.... And this

inevitably involves efforts to shape or reshape the climate of public opinion.3 ?

“Capitalism Fights Back” in Australia: Centre for Independent
Studies and Enterprise Australia

The efforts of US and British think tanks reverberated as far away as
Australia, where think tank activity escalated in the mid-1970s. In 1976,
the IPA helped bring Hayek to Australia for a lecture tour, and Greg
Lindsay, dubbed the man who “controls your future” by Diana Bagnall in
her Bulletin article,*” began building the innocuously named Centre for
Independent Studies in a shed in his Sydney backyard. Lindsay was
initially inspired by Ayn Rand, in particular the cinematic version of The
Fountainhead, a classic of American pro-capitalist ideology. Pursuing the
trail through Rand, he joined forces with the libertarian Workers Party for
a time and began importing books from FEE; in 1975 he traveled to the
US to visit relevant think tanks in person.*! Lindsay also met Anthony
Fisher in 1976 when Fisher visited Australia and began convening
meetings and conferences with local academic libertarians and economists.
Lindsay attended his first MPS meeting in Hong Kong in 1978, where he
met Hayek and Friedman and numerous members of overseas think
tanks.*> The CIS got its first big financial boost—some $40,000 a year for
five years—from a group of prominent businessmen led by Hugh Morgan,
CEO of Western Mining Corporation.* Lindsay was also later assisted



financially by Fisher’s UK-based Atlas Foundation. By 2004 the budget of
the CIS had grown to $1.55 million.**

Enterprise Australia (EA) was set up in 1976, the same year as the
embryonic CIS, and was funded by six major corporations, most of them
with links to US-based multinationals.*’ It was expected to be “by far the
most important group in the propaganda warfare for capitalism,”
according to Geoff Allen,*® a lecturer in business administration at
Melbourne University who went on to lead the Business Council of

3.47 EA saw itself as responding to

Australia when it was formed in 198
two supposed threats to “free enterprise”: government encroachment and
“public misconceptions” about “the size of profits and who benefits.” EA
claimed that the main beneficiary was the community rather than the
owner of the business.*® Both these concerns had been exacerbated by the
election of the first Labor government in over two decades, that of Gough

Whitlam (1972—1975), which “shocked Australian capitalism.”*’

Modeled on the AIMS template, EA introduced Enterprise Week in
1977. Overseas speakers were imported regularly, a media campaign was
launched, and schools were targeted for “economic education.” EA’s first
guest was Phil Gramm, notable for his subsequent role in the US Congress
in abolishing the firewall the Roosevelt administration had placed between
retail and investment banking—with consequences well known after the
2008 financial collapse when, to prevent a retail “run on the banks,”
governments were obliged to pay for the improvident speculative losses of
the banks’ investment arms.’’ EA also arranged for Hayek to conduct
seminars on the market economy at universities in Sydney during his 1976
visit. Like its predecessors, EA presented itself as nonpartisan, but its
response to the Whitlam dismissal®' suggests otherwise—EA’s launch was
deferred until 1976 to avoid its being seen as a political front for the

Liberal Party.>>



Softening up the Enemy

The purpose of all this think tank work, according to Ralph Harris of the
IEA in London, was “the conversion of the brighter and younger
intellectuals,” to provide an “intellectual artillery to soften up the
entrenched enemy strong points.”>® Greg Lindsay echoed Harris’s
metaphor when he told Bagnall, “We always saw ourselves as the artillery,
namely, firing shells into the distance, trying to soften up the ground.”>*
Lindsay, like Hayek and Friedman, wanted to transform the policy agenda
of government. For both Harris and Lindsay, the idea was to recruit people
who were or would be in a position to influence the climate of public
opinion and the actual policy of governments.

The great innovation of the ideological onslaught of the 1970s, which
distinguished it from the foregoing century of propaganda, was the parallel
business-funded research school—both “independent” think tanks and the
“free enterprise” chairs and centers established in universities. In line with
Powell’s warnings that the mainstream universities were preaching
revolution and that big business needed its own staff of writers, speakers,
and intellectuals, scores of such private schools were funded by the
wealthy, providing an institutional apparatus that has been expanding ever
since. Think tanks everywhere sought influence on the policies of
governments and targeted those who might provide it. They addressed
themselves to opinion-makers: “editors, columnists, commentators,
MPs”—a new terrain that Alex Carey, Australia’s pioneer propaganda
analyst, called “tree tops” propaganda, as opposed to that directed at the
grass roots.>>

Self-styled as independent, think tanks conveyed the business view as
objective research, and this required a relatively qualified staff. Their
tactics paralleled those developed by the tobacco industry from 1953,
when researchers first demonstrated a direct link between tobacco and



cancer. After a period of “frantic alarm,” the industry hired the PR firm
Hill and Knowlton in 1954 to disseminate more acceptable information to
the public. At the same time, reputable scientists were hired, research was
commissioned, immense sums were spent, and the idea of “balance” was
artfully deployed to persuade the media to air their position. The tobacco
corporations were later found guilty of fraud and conspiracy to suppress
the truth.>

The rise of the think tanks embodies an alliance forged between
corporate leaders and neoliberal intellectuals wedded to the same
economic theories and the same business agenda. Throughout the
development of the neoliberal movement, one of its hallmarks has been
intense networking among a relatively limited cadre of players. Anthony
Fisher contributed to numerous new think tanks worldwide and set up his
Atlas Foundation for that express purpose. Meetings and conferences
gathered together the cream of the global neoliberal intelligentsia, and
international lecture tours were mounted for prominent propagandists. In
1978, EA’s chief executive, Jack Keavney from Australia, participated in a
typical gathering, an international conference in London organized by
AIMS and attended by Ralph Harris, director of the IEA in London, and
Edwin Feulner, president of the Heritage Foundation in the US.”” Keavney
was an important part of the network at the time, touring the US on a
number of occasions and reporting to NAM and the US Chamber of
Commerce on the Australian situation.’® Richard Cockett, historian of the
neoliberal movement in the UK, estimated that only about fifty people

were involved in the British branch of the endeavor.>’

The Australian think tanks’ meteoric rise to such influence, like that of
their US analogues, relied on the funding provided by the leaders of key
segments of the business class—including transnational corporations
based or operating in Australia. The most prominent of these were mining
interests, finance capital, and manufacturing, with the manufacturers
clustered in industries that served the miners and energy producers or that
came under direct threat from regulation—tobacco, chemical industries,



cement and lime, and construction suppliers such as James Hardie, which
manufactured asbestos board. A small group of militant business leaders,
Hugh Morgan prominent among them, who shared the century-long
American agenda set out by publicist Hofer in the 1920s, allied themselves
with the intellectual heirs of Hayek, Milton Friedman, and the MPS.%0

Business and Environmental Crisis

Corporate Campaigners in the 1970s

In the early years of the twentieth century, the establishment of a
machinery of pro-business propaganda was the open objective of men
such as Edward Bernays, who was perfectly comfortable outlining his
strategy for maintaining the influence of the business elite and sparing
them the power of organized labor as the imminent democratic order took
hold. He was unapologetic. At the beginning of the twenty-first century,
the existence of such propaganda—and its history—is largely occluded.

The first rush of environmental awareness in the United States and the
UK peaked briefly around 1973 before falling away. The new institutions
of regulation, established in seventy countries by 1976, brought substantial
improvements in environmental quality and may partly explain this
decline in concern.’! Moreover, segments of the environmentalist and
scientific communities were subsumed into the policy apparatus of the
new regulatory regimes, blunting the locally based momentum of
environmental activism.%? In Sharon Beder’s view, however, the decline in
concern about environmental problems from the mid-1970s is largely
attributable to corporate campaigning, an effort more thorough and
multifaceted than ever before.> Anti-union sentiment was a perennial
aspect of this activism, but the emergence of consumer and environmental
groups and the regulatory initiatives of the Nixon administration plunged
corporate America into the panic implicit in the Powell Memo. In their



study of US business coalitions in the 1970s, Mark Green and Andrew
Buchsbaum interviewed one corporate lobbyist who told them that “the
free enterprise system was in danger because you have the Ralph Naders
of the world and the environmentalists.”®* In response, by 1978, US
business was spending around $1 billion every year on a variety of
propaganda campaigns intended to persuade Americans that their interests
were the same as those of business.®> They had some success. Just before
Ronald Reagan was elected president in 1980, the Ad Council’s annual
poll, designed to monitor the effectiveness of the business campaign,
found that people who thought there was “too much government
regulation” had risen from 42 percent in 1976 to 60 percent just four years

later.®

Alongside the advertising blitzes, the massive dissemination of
“economic education,” and the elaborate think tank apparatus outlined in
the previous section, the direct political influence recommended by the
Powell Memo was also pursued. It was thought expedient to intervene
directly in the legislative arena to combat the specific dangers posed by
consumer rights and environmental protection. New coalitions were
forged, and lobbyists arrived in Washington in unprecedented numbers. In
1971, only 175 firms had political representation there; by 1982 the
number had risen more than tenfold, to 2,445. In 1980 there were 15,000
business lobbyists in Washington spending $2 billion each year, a sharp
contrast to the roughly fifty genuine public interest lobbyists, who spent

$3 million per year.®’

In tandem with the upsurge of lobbyists came the rise of the
conservative political action committees (PACs), which in the two years
from 1976 to 1978 doubled in number and quadrupled in terms of
candidate donations. The corporate funding of these PACs, according to
chemical industry documents published in 2001, was a long-term strategy
designed not simply to influence current congressmen but to “upgrade the
Congress”—to engineer the election of a Congress that would sympathize

more fully with their objectives.®®



Of the new industry coalitions that were formed at the time, the
Business Roundtable was the most significant. Founded in 1972, it
provided a boost to the existing peak bodies, the US Chamber of
Commerce and NAM, in their long-established work for the business point
of view. It focused on direct political influence, and by 1976 the
Roundtable had eclipsed its predecessors; Business Week rated it “the most
powerful voice of business in Washington.” In 1978 the revenues of its
members—a mere 192 in number—equaled half the GDP of the US, a sum
greater than the GDP of every other nation on earth. Though it claimed to
represent business both big and small, the Roundtable’s Policy Committee,
which determined its positions and assessed the input of its fifteen task
forces, was a big-business entity. The Roundtable CEOs, drawn from the
upper echelons of the Fortune 500, came personally to Washington to
court senators, congressmen, administration officials, and presidents.
Members of the Policy Committee had close personal ties to President
Ford, for example, and though access to President Carter was less
automatic, several Roundtable CEOs were well connected to his top
officials.%” Key congressmen and top officials were personal colleagues or
ex-members of the dominant Roundtable clique or conspicuous members
of antienvironmental pressure groups. In the late 1970s, more than a
quarter of the Roundtable’s governing Policy Committee were members of

the Federal Reserve. "

Among the Roundtable’s early successes was its PR campaign against
the proposed consumer protection agency. The Roundtable’s tactics

included the promotion of a deceptively “framed” poll’! «

revealing” that
81 percent of Americans were against the creation of such an agency, and a
concerted advertising campaign that emphasized the costs of bureaucracy
and the perils of regulation.”? After numerous close calls, the US Congress
abandoned the formation of a consumer protection agency in 1978, a
“signal victory” for the Roundtable, according to Fortune magazine.73
Among other congressional retreats on environmental regulation were

reductions 1in vehicle fuel economy standards, delays in the



implementation of emissions standards for US motor cars, and relaxation
of the nitrogen oxide standard. By 1978, business had “defeated much of
the legislative program of both the public interest movement and

organized labor.””*

In Australia, too, new business coalitions were formed. The
Confederation of Australian Industry was founded in 1970, the National
Farmers Federation in 1977, and the Australian Business Roundtable,
modeled on the US version, in 1980. The Business Council of Australia,
founded in 1983 with a larger representation of the biggest corporations,

now represents big business.””

A Second Wave of Corporate Antienvironmentalism

Despite the ascendancy of deregulation under Reagan and Thatcher—and
the Hawke-Keating Labor government in Australia a little later— and
despite the ideological crusade for unfettered enterprise emanating from
business coalitions and the elaborate think tank apparatus outlined in the
previous section, there were signs at the end of the 1980s that people in the
Western world were still concerned about environmental degradation,
perhaps even more so than before. A New York Times/CBS poll in1989
found that 80 percent of respondents thought that “protecting the
environment is so important that standards cannot be too high and
continuing environmental improvements must be made regardless of the
cost.” In Australia, a 1990 Saulwick poll found that 67 percent of people
thought Australia “should concentrate on protecting the environment even
if it means some reduction in economic growth,” a finding echoed in a
Gallup poll the following year.”® In these years, ordinary people in the first
world valued the environment ahead of the economy—or said they did—
and told pollsters that they were prepared to pay a price for their
preference. However, such views did not accord with the priorities of
business, in particular those of corporations linked to the fossil fuel
industries powering the ever-expanding industrial apparatus.



These changes in public perception were shaped by new sources of
concern about environmental decline. The US climatologist James Hansen
addressed the US Congress in 1988, the same year that the International
Panel on Climate Change (IPCC) was set up to review world research into
global warming. The IPCC’s first report was released in 1990, and the UN
conference in Rio de Janeiro, known as the Earth Summit, followed in
1992, attempting to address not only global warming but the destruction of
the diversity of life on earth, the pollution of the oceans, and the threat
from toxic waste. Despite the Earth Summit’s capitulation to market
solutions and its extremely modest results, the first framework agreements
on control of carbon emissions and biodiversity protection were put in
place, with ongoing negotiations scheduled. In achieving these embryonic
accords, however, the Rio summit raised the specter of environmental
regulation on an international scale, an even greater threat to corporate
freedom than existing national efforts to control the ill effects of ongoing
economic expansion.

To oppose these trends, business adopted a multiplicity of tactics in its
second wave of opposition to environmental values. Many elements are
familiar from the foregoing history; some of these were intensified at this
time, while new strategies also emerged. Apart from the role of the think
tanks, which is explored in detail in chapter 12, the major initiatives were
the PR-based creation of fake grassroots organizations and of a legal
infrastructure to intimidate environmental protestors by taking them to
court.

Greenwashing and Front Groups

Public relations companies conducted numerous campaigns on behalf of
corporations, the most novel being the “greenwash” exercise, whereby the
public was to be convinced that polluting companies were “going green.”
When British Petroleum set out to rebrand itself “Beyond Petroleum,” the
advertising campaign cost as much as or more than BP’s actual investment

in solar technology.’”” Nonetheless, an impression of green credentials was



successfully created. Sponsorships and “green partnerships” were
established, such as one between the clear-cut logging and paper mill
company Georgia-Pacific and an organization for injured animals, and
another between Chevron and National Geographic. Public relations firms
continued their well-established function of damage control but were also
paid to create specialized front groups, such as the Global Climate
Coalition (GCC), dedicated to minimizing concern about climate change.
The GCC represented NAM and automotive, coal, and oil corporations,
and shared personnel with industry associations and think tanks, including

the American Petroleum Institute and the George C. Marshall Institute.”®

Seeking to replicate the authenticity of citizen participation, business
began to finance putative grassroots campaigns, forming organizations
with innocuous (or totally misleading) names such as the Environmental
Conservation Organisation, Citizens for Effective Environmental Action
Now, established by the chemical industry, and the National Wildlife
Institute. These organizations, funded by corporate interests and often set
up by PR firms, mobilized discontented citizens (often unwittingly against
their own beliefs and interests) in campaigns designed to ensure corporate
access to resources such as forests and minerals. It was industry insiders
who first dubbed them “astroturf” organizations, after the synthetic grass
known as AstroTurf. Although citizens were enlisted in these entities, they
did not arise as grass roots groups but were instigated from above by
corporate interests for propaganda purposes. The “wise use” umbrella
organization, founded in the United States in 1988, was one of the most
successful of innumerable such groups and had links to many corporate
bodies, including the Heritage Foundation, logging companies, resource
trade organizations, and off-road vehicle manufacturers; the CEI
sponsored their first conference.”” Ron Arnold, who helped to organize the
gathering, acknowledged the underlying agenda: “We don’t even care
what version of Wise Use people believe in, as long as it protects private
property, free markets, and limits government.”®® Thus, although
aggrieved or politically conservative citizens were attracted to aspects of



its program, its intention was to advance corporate goals: to free private
property from all regulation and open public lands to unrestricted
commercial exploitation. Influential US legislators are also linked to an
array of bodies like the National Wildlife Institute, founded by timber
interests, and the Environmental Conservation Organisation, funded by the

trade associations of earthmoving contractors and farmers.®!

Astroturf methods facilitated the camouflage of corporate values and
priorities and advanced a corporate version of facts without business
actually seeming to be involved. Corporations could enroll private citizens
and masquerade as “the ordinary person,” just as the US tea party
movement, though attacking the big banks in its rhetoric, has been funded
and facilitated by the billionaire Koch brothers through their own astroturf
organization called Americans for Prosperity. The same Kochs funded the
launch of the Cato Institute in 1977 and have spent hundreds of millions
over the years on such conservative think tanks as the Economic
Education Trust, the Mercatus Center at George Mason University, and the

Heritage Foundation.®?

Funding Antienvironmental Research

Think tanks play a similarly covert role on behalf of business. Instead of
corporations putting research forward transparently as their own, think
tanks, with the studied appearance of independence, purport to be
supplying research comparable to peer-reviewed work from the academic
world. Vested interests can be concealed in this way and media
organizations encouraged to air think tank scholars as if they were in fact
independent.®® Indeed, in the United States, research by Fairness and
Accuracy in Reporting (FAIR) showed mainstream media outlets (major
newspapers, radio and TV stations) had quoted, hosted, or published
Heritage Foundation staff 2,268 times in the study year (1995), AEI staff
1,297 times, and Cato Institute staff 1,163 times.?*

In 1998, as corporations faced the prospect of the Clinton administration
signing on to the Kyoto Protocol, adopted on December 11, 1997, John



Cushman of the New York Times revealed that “an informal group of
people working for big oil companies, trade associations and conservative
policy research organizations ... have been meeting recently at the
Washington office of the American Petroleum Institute.” Their plans
encompassed a media program, with $600,000 in funding, to recruit, train,
and finance a team of credible scientists who would question and undercut
the “prevailing scientific wisdom” on radio talk shows and in opinion
pieces in newspapers. They also planned a Global Climate Science Data
Center with a budget of $5 million over two years, which would again
recruit credible scientists and act as a “one-stop resource” for members of
Congress, the media, and industry.®> The document Cushman obtained
stated that “victory will be achieved when ... recognition of uncertainties

becomes part of ‘conventional wisdom.””

Industry sources claimed that the 7imes publicity had forced them to
abandon that particular plan, but people involved in the meeting have been
prominent in climate change denial work ever since—including
ExxonMobil lobbyist Randy Randol, “junk science” proponent Steve
Milloy, Myron Ebell from Frontiers of Freedom, now with the CEI, and
representatives from the American Petroleum Institute, Chevron, the
Marshall Institute, the Science and Environmental Policy Project, and the
Committee for a Constructive Tomorrow.®” As negotiations for a treaty
beyond Kyoto drew closer, the AEI offered $10,000 to any scientist who
would write articles emphasizing shortcomings in the IPCC’s 2007 draft
assessment 1rep01rt.88

In these documented cases, vested interests planned to pay individual
scientists to present an industry-friendly opinion in the public sphere as if
they were unconnected to industry. Though it is often difficult to link
specific individuals to precise corporate donations, some evidence does
exist: in the early 1990s the coal conglomerate Western Fuels revealed in
an annual report that it was enlisting prominent scientists Patrick
Michaels, Robert Balling, and Fred Singer as spokesmen. The coal
industry paid these and a handful of other self-styled skeptics $1 million



over a three-year period;®® Michaels admitted at a 1995 hearing in
Minnesota that he had received more than $165,000.90 Evidence that the
Heartland Institute has spent over $20 million since 2007 funding
scientists and “skeptical” bloggers was leaked in early 2012.°! Among the
recipients were the Australian geologist Bob Carter and the US
weatherman Anthony Watts. Even where proof of direct funding is
lacking, there is ample evidence of corporate donations to think tanks and
corporate involvement in their boards, while think tank relationships with
self-styled contrarians are openly disclosed. Think tanks constitute a go-
between that sanitizes industry propagan