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Introduction

The United Nations released the final report on the Millennium Development Goals (MDGs) 
in July 2015. The report concludes that the project has been ‘the most successful anti-pov-
erty movement in history’ – a claim that has been widely repeated by the media.1 MDG-1, 
the headline goal, set out to cut poverty and hunger in half. The UN claims that it reached 
the poverty side of that goal in 2010, and has since exceeded it: ‘The poverty rate in the 
developing regions has plummeted, from 47% in 1990 to 14% in 2015’.2 On hunger the UN 
claims that it has come very close to the goal: ‘Projections indicate a drop of almost half in the 
proportion of undernourished people in the developing regions, from 23.3% in 1990–1992 
to 12.9% in 2014–2016. This is very close to the MDG hunger target.’3

ABSTRACT
The final report on the Millennium Development Goals (MDGs) 
concludes that the project has been ‘the most successful anti-poverty 
movement in history’. Two key claims underpin this narrative: that 
global poverty has been cut in half, and global hunger nearly in half, 
since 1990. This good-news narrative has been touted by the United 
Nations and has been widely repeated by the media. But closer 
inspection reveals that the UN’s claims about poverty and hunger 
are misleading, and even intentionally inaccurate. The MDGs have 
used targeted statistical manipulation to make it seem as though 
the poverty and hunger trends have been improving when in 
fact they have worsened. In addition, the MDGs use definitions of 
poverty and hunger that dramatically underestimate the scale likely 
of these problems. In reality, around four billion people remain in 
poverty today, and around two billion remain hungry – more than 
ever before in history, and between two and four times what the UN 
would have us believe. The implications of this reality are profound. 
Worsening poverty and hunger trends indicate that our present 
model of development is not working and needs to be fundamentally 
rethought.
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2 J. HICKEL

 These claims have received very little critical scrutiny in mainstream outlets. The official 
story that poverty and hunger have decreased dramatically has dominated media discourse 
on the issue, and has gone almost entirely unchallenged. In 2012 The Economist ran a widely 
shared article with the headline: ‘A fall to cheer: for the first time ever, the number of poor 
people is declining everywhere’.4 Bill and Melinda Gates’ recent public annual letters have 
also been powerful conduits of the UN’s narrative of success. Their 2014 letter opened with 
the words: ‘By almost any measure, the world is better than it has ever been’.5 This story has 
a tremendous amount of institutional backing. For those who have an interest in defending 
the status quo of the global economic system, the good-news narrative about poverty and 
hunger comprises a potent political tool. It lends a kind of moral justification to the present 
order and its logic of growth, liberalisation, privatisation and corporate power.

Sometimes this argument is explicit. A few months before the final MDG report, The 
Spectator published a blog post entitled ‘What Oxfam doesn’t want you to know: global 
capitalism means less poverty than ever’. It led with the MDG statistics on the reduction of 
extreme poverty and hunger. The author argued that the increasing attention focused on 
social inequality and wealth accumulation among the richest 1% is misplaced. The 1% may 
now have more wealth than the rest of the world’s population combined,6 but this skewed 
distribution is justified because the very system that has made them so rich has also reduced 
poverty in developing countries: 

We are, right now, living through the golden age of poverty reduction. Anyone serious about 
tackling global poverty has to accept that whatever we’re doing now, it’s working – so we should 
keep doing it. We are on the road to an incredible goal: the abolition of poverty as we know 
it, within our lifetime. Those who care more about helping the poor than hurting the rich will 
celebrate the fact – and urge leaders to make sure that free trade and global capitalism keep 
spreading. It’s the only true way to make poverty history.7

But the UN’s claims about poverty and hunger are not what they seem. They are misleading 
at best and intentionally inaccurate at worst. Unfortunately, poverty and hunger are not 
disappearing as quickly as the UN would have us believe; indeed, according to some meas-
ures they have actually worsened. I examine the two issues in turn below, focusing first on 
poverty, then on hunger. By way of conclusion I explore the implications of accepting that 
poverty and hunger have worsened. Because progress against poverty and hunger is con-
sidered to be the primary basis on which the legitimacy of the global economic order rests 
– at least according to the rhetoric of international institutions – worsening trends would
require that we rethink the prevailing order altogether, or at least rethink our strategies for
reducing poverty and hunger.

Poverty 

Shifting goalposts

As Thomas Pogge (2004, 2009, 2010) has argued, the UN's narrative about poverty reduction 
rests on a history of shifting goalposts. To understand what has happened with the poverty 
goal we have to go back to 1996, when the world’s governments first pledged to tackle 
hunger during the World Food Summit in Rome. The commitment was a bold one: to ‘reduce 
the number of undernourished people to half their present level no later than 2015’.8 While 
the Rome Declaration was focused on hunger rather than the broader issue of poverty, it 
was the first global commitment to address a key aspect of impoverishment with a robust 
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goal, and thus set an important precedent for the type of target – in terms of parameters 
and ambition – that the world would pursue. It was four years later, when the Millennium 
Declaration was signed at the UN headquarters in New York, that an explicit target on poverty 
was adopted by the world’s governments for the first time. But the goalposts were subtly 
shifted from the parameters of the Rome Declaration. The new commitment, in Article 19, 
was to halve ‘the proportion of the world’s people whose income is less than one dollar a day 
and the proportion of people who suffer from hunger’ (emphasis mine).9 By switching from 
absolute numbers to proportions, the Millennium Declaration’s poverty goal was easier to 
achieve than an equivalent goal based on the parameters of the Rome Declaration would 
have been, simply because it could take advantage of population growth.

Shortly after the Millennium Declaration was adopted, the UN rendered Article 19 into the 
Millennium Development Goals. During this process the poverty goal (MDG-1) was explicitly 
diluted. First, it was changed from halving the proportion of impoverished people in the 
whole world to halving the proportion in developing countries only. Because the population of 
the developing world is growing at a faster rate than that of the world as a whole, this subtle 
shift in methodology allowed the MDGs to take advantage of a faster-growing denomina-
tor. On top of this there was a second significant change: the starting point of analysis was 
moved from 2000 back to 1990. This gave the UN much more time to accomplish the goal, 
extended the period of denominator growth, and allowed it to retroactively claim gains in 
poverty reduction that were achieved long before the MDGs actually began. This backdat-
ing took particular advantage of gains made by China during the 1990s, when hundreds of 
millions of people were lifted out of extreme poverty,10 and tallied this as a victory for the 
MDGs, even though they had nothing to do with it.11

The goal of the Millennium Declaration was to cut the number of poor people by 669 
million people.12 But MDG-1 sought to cut the number of poor people by only 490 million. We 
can state this in another way. The world’s governments initially decreed that there should be 
no more than 1004 million people living in poverty in 2015; that was to be the absolute cap, 
and anything more than that was deemed to be morally unacceptable. But they later decided 
to adjust the cap upwards to 1327 million, effectively declaring it would be acceptable for 
323 million additional people to suffer from extreme poverty in 2015. This also meant that 
they permitted themselves to be much less aggressive in the fight against poverty: while the 
initial goal required an annual rate of poverty reduction of 3.35%, the final goal allowed for 
a much more leisurely rate of only 1.25%. In comparison, the new goal would need hardly 
any effort to achieve (Table 1).

There is something questionable about the ethics behind MDG-1, given that it rests on 
such a flexible understanding of moral acceptability. But for those who are committed to pro-
moting a good-news narrative about poverty, the changes have been useful. By redefining 
the goal the UN is now able to claim that poverty has been halved when in fact it has not.13

Table 1. Diluting the poverty goal.

Source: Adapted from Pogge, “How World Poverty is Measured.”

Baseline year

Baseline pov-
erty count(mil-

lions)

Promised 
reduction by 

2015 (millions)

Proportion 
reduction by 

2015 (%)
Annual rate of 
reduction (%)

Millennium 
Declaration

2000 1673 669 40 3.35

MDG-1 1990 1817.5 490 27 1.25
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4 J. HICKEL

Redefining poverty

The good-news narrative about poverty reduction begins to appear tenuous in light of 
the statistical sleight-of-hand that lies behind it. But there is an additional element to 
consider. Not only have the goalposts been shifted, the definition of poverty itself has 
been massaged in a way that serves the story of poverty reduction, as Reddy and Pogge 
(2005) have shown. What counts as poverty – the ‘poverty line’ – is normally calculated 
by each nation, and is supposed to reflect the total cost of all of the essential resources 
that an average human adult needs to subsist. For most of the twentieth century it 
was understood that poverty lines are not comparable across contexts: what counts 
as poverty in Somalia cannot be considered equivalent to what counts as poverty in 
Chile. But there was a push to try to find some kind of common denominator that would 
make it possible to measure the poverty rate globally with a single methodology. Martin 
Ravallion, an Australian economist at the World Bank, was the first to make this a reality. 
In 1990 he noticed that the poverty lines of some of the world’s poorest countries clus-
tered around $1 per day.14 He argued that this would be a good low-end threshold for 
measuring absolute poverty. On Ravallion’s recommendation, the World Bank adopted 
the dollar-a-day line as the first-ever International Poverty Line (IPL).

Using the IPL, the World Bank announced in its 2000 annual report that global poverty 
was getting worse: ‘the absolute number of those living on $1 per day or less continues to 
increase. The worldwide total rose from 1.2 billion in 1987 to 1.5 billion today and, if recent 
trends persist, will reach 1.9 billion by 2015 (emphasis mine).15 This was alarming news and it 
projected a troubling future trend. It also implied that the structural adjustment programmes 
imposed by the World Bank and the IMF on global South countries during the 1980s and 
1990s were making poverty significantly worse.16 This turned out to be a public relations 
disaster for the World Bank and the IMF. If poverty reduction was going to be the method by 
which they measured progress, then it was clear that structural adjustment would have to 
be scrapped. This would mean halting the forced liberalisation of markets around the world, 
and perhaps even accepting liability for causing mass impoverishment.

But not long after the report was released the World Bank’s story changed dramatically, 
and it began announcing the exact opposite news. In 2001 the president of the Bank, James 
Wolfensohn, delivered a speech in which he stated that structural adjustment had actually 
reduced poverty in the developing world: 

Over the past few years, better policies have contributed to more rapid growth in developing 
countries’ per capita incomes than at any point since the mid-1970s. And faster growth has meant 
poverty reduction: the proportion of people worldwide living in absolute poverty has dropped 
steadily in recent decades, from 29% in 1990 to a record low of 23% in 1998. After increasing 
steadily over the past two centuries, since 1980 the total number of people living in poverty 
worldwide has fallen by an estimated 200 million.17

What was interesting about Wolfensohn’s speech was that he acknowledged that per capita 
incomes were growing faster before 1980, technically admitting that the Bank’s structural 
adjustment programmes had slowed progress. But he masked this fact by claiming – in 
what seemed a contradiction – that poverty had nonetheless been reduced. Three years 
later, in 2004, the World Bank published its new official estimates, which stated that poverty 
reduction was actually twice as successful as Wolfensohn had suggested: a grand total of 
400 million people were rescued from extreme poverty between 1981 and 2001.18 As the 
statistical story continued to improve, the World Bank’s PR crisis was averted.
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This new story was possible because the Bank had shifted the IPL from the original $1.02 
(at 1985 PPP) to a new IPL of $1.08 (at 1993 PPP), which was introduced in 2000. Suddenly it 
appeared that fewer people were poor, even though nothing had changed in the real world. 
This new IPL was introduced in the very same year that the MDGs went live, and it became 
the official instrument for measuring absolute poverty. The IPL was changed a second time 
in 2008, to $1.25 (at 2005 PPP). The World Bank’s economists claimed that this new line was 
roughly equivalent to the earlier one but Reddy and Pogge have pointed out that the data 
are not comparable.19 Overnight the number of absolute poor rose by 430 million people. 
This seems like bad news, in absolute terms; but it made the poverty reduction trend look 
significantly better, at least since the baseline year of 1990. While the $1.08 IPL made it 
seem as though the poverty headcount had been reduced by 316 million people between 
1990 and 2005, the $1.25 IPL inflated the number to 437 million, creating the illusion that 
an additional 121 million people had been lifted from poverty. The Millennium campaign 
adopted the new IPL, which allowed it to claim yet further gains.

A more honest view of poverty

I mentioned above that the MDGs moved the baseline year back in a manner that claimed 
China’s gains against poverty during the 1990s, which had nothing at all to do with the 
MDGs. If we take China out of the equation, we see that the global poverty headcount at 
$1.25 actually increased during the 1980s and 1990s, while the World Bank was imposing 
structural adjustment across most of the global South (Figure 1). In 2010 (the final year of 
the MDGs' real data), the total poverty headcount excluding China was exactly the same as it 
was in 1981, at just over one billion people. In other words, while the MDGs lead us to believe 
that poverty has been decreasing around the world, in reality the only place this holds true 
is in China and East Asia. This is an important point, because China and East Asia are some of 
the only places in the developing world that were not forcibly liberalised by the World Bank 
and the IMF. Everywhere else, poverty has been stagnant or getting worse, in aggregate.

One billion impoverished people is a staggering number, and a trenchant indictment of 
the failure of the world’s governments to make any meaningful progress on this problem. 
But there is reason to believe that the picture is actually even worse than this. We must ask 
whether the $1.25/day IPL is the right poverty line to be using in the first place. The IPL is 
based on the national poverty lines of the 15 poorest countries. But it is not clear that these 
national lines are necessarily accurate. In some cases the data on which the poverty lines are 
based are very poor.20 In other cases the lines are set by bureaucrats in corrupt governments, 
and we have no guarantee that they are not being manipulated for the sake of political image.

Even if we choose to accept the accuracy of these national lines, using them to calculate 
the IPL means setting it at rock bottom. This level tells us little about what poverty is like in 
better-off countries. For example, a 1990 survey in Sri Lanka found that 40% of the population 
fell under the national poverty line. But the World Bank, using the IPL, reported only 4% in 
the same year.21 In other words, in many cases the IPL makes poverty seem much less serious 
than it probably is in reality. India offers another example. In 2011 the World Bank estimated 
that India had 300 million people living below $1.25/day and claimed that the proportion of 
impoverished people had been decreasing steadily. But that same year nearly 900 million 
Indians, or nearly 75% of the population, were subsisting on less than 2100 calories per day. 
And this was a significant increase from 1984, when only 58% of the population suffered this 
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6 J. HICKEL

level of calorie deprivation. So the World Bank has been celebrating a ‘reduction’ of poverty 
in India while hunger has been rising decisively.22 Moreover, in 2014 new research in India 
showed that 680 million people ‘lack the means to meet their essential needs’,23 which is 
more than double what the World Bank’s numbers suggest.

In many countries living just above the IPL means living in destitution. Economist Adam 
Wagstaff has shown that in India a child living just above the IPL has a 60% risk of being 
underweight. In Niger babies born to families just above the IPL face an infant mortality 
risk of 160/1000, more than three times the world average.24 In such cases $1.25 per day is 
insufficient to achieve the ‘adequate’ standard of living that is guaranteed by the Universal 
Declaration of Human Rights, which states in Article 25: ‘Everyone has the right to a stand-
ard of living adequate for the health and well-being of himself and of his family, including 
food, clothing, housing and medical care’. Even establishment institutions are beginning 
to recognise this. In 2014 the Asian Development Bank (ADB) conceded that the $1.25 line 
was too low to be meaningful,25 and discussed nudging the line up to $1.50 to more accu-
rately account for basic food needs. Even this minor shift would see the number of people 
in extreme poverty rise by more than one billion.26 If the ADB does this, it will inflict severe 
damage on the global poverty reduction narrative, which relies heavily on gains from Asia.

If $1.25 is not sufficient to guarantee basic nutrition, or to provide children with a fair 
chance of surviving, then it is not clear that we can legitimately claim that lifting people 
above this line means bringing them out of poverty. One option would be to revert to meas-
uring poverty at national poverty lines. According to this standard, the poverty headcount is 
1.5 billion people, which is 50% higher than what the UN claims using the $1.25 IPL (about 
one billion). Of course, some national poverty lines are actually below the IPL; this is the 
case in about 25 countries. If for these countries we measure poverty at the IPL instead, we 
get an additional 188.7 million poor people, and a global poverty headcount of about 1.7 
billion people – 70% higher than the UN’s official figures.

Figure 1. Poverty trends. Source: PovcalNet
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But even this approach has been criticised as being too conservative. Peter Edward argues 
that, if we are to be serious about eliminating poverty in meaningful terms, we need to set 
a line that at the very least allows people to achieve a normal human life expectancy, which 
is about 74 years. He calculates that this ‘ethical poverty line’ would have to be between 2.7 
and 3.9 times higher than the present line.27 That means between $3.38 and $4.88 per day 
(2005 PPP).28 This line is not a perfect solution, because it still compares contexts that are 
not necessarily comparable, but it is the best global line currently available. As it turns out, 
this line is not too far away from the average of all national poverty lines in the developing 
world, which even out at a median of $2 per day and a mean of about $5 per day.29 It also 
accords with the World Bank’s own repeated statements that the $1.25 line is ‘deliberately 
conservative’, appropriate for only the poorest countries: ‘In more developed regions, higher 
international poverty lines are more appropriate. When comparing poverty rates across 
countries within the Latin American and the Caribbean region, the $4 a day poverty line 
provides a more meaningful standard. For the Eastern European and Central Asia region, 
the $5 a day poverty line is often used.’30

If we were to measure global poverty in the middle of the ethical poverty line range, 
we would find the total poverty headcount to be about 3.5 billion people. This is three and 
a half times what the World Bank and the UN would have us believe, and about half the 
world’s population. We would also see that poverty has been getting worse, not better, even 
without excluding China. Around 500 million more people have been added to the ranks 
of the poor since 1981. That is eight times the population of Britain. If we take China out 
of the equation, the number of additional poor people would be closer to one billion.31 At 
the top end of the ethical poverty line, at the $5/day measurement provided by the World 
Bank, the global poverty headcount is 4.3 billion (Figure 1). And the number has risen con-
siderably over time (even without excluding China), with one billion additional poor people 
since 1981, and about 500 million additional poor since the MDG baseline of 1990. At $10/
day, which is the upper boundary suggested by the World Bank (and the standard measure 
used by ActionAid), the poverty headcount is 5.1 billion people, or nearly 80% of the world’s 
population, and it has risen by two billion since 1981.32

These poverty lines suggest that global poverty is much worse than the official narrative 
would have us believe. Most analysts recognise that the $1.25 line is too low, but it remains 
in favour at the World Bank and the UN because it is the only line that shows any progress 
against poverty – at least when you include China. Every other line tells the opposite story.

Hunger

Shifting goalposts

To understand what has happened with the hunger goal we must go back once again to the 
Rome Declaration of 1996 and to its commitment to ‘reduce the number of undernourished 
people to half their present level no later than 2015’. At the time this meant cutting the hun-
ger headcount by 420 million people. This sounds ambitious according to today’s standards, 
but at the time it was criticised for being too soft.33 After all, the world was wealthier than 
at any time in history; a number of delegates suggested there was no legitimate reason for 
the goal to be anything less than the total eradication of hunger, and within a much shorter 
timeframe. With the right redistributive policies, they argued, this could be accomplished 
with relatively little effort.

8
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Implications 

Scholars have already shown that the MDG project did not have a positive impact on human 
development. Even if we accept the UN’s claims about the reduction of poverty and hunger, 
Fukuda-Parr and Greenstein (2012) and Friedman (2013) show that the MDGs had nothing to 
do with it, as there was no acceleration of progress after they came online in 2000.60 In other 
words, the MDG project was a failure. But the point I wish to make here is different. Through 
the MDGs, the UN has misrepresented the true extent of poverty and hunger. In reality 
between 1.5 and 2.5 billion people do not have access to adequate food, and between 3.5 and 
4.3 billion remain in poverty – that is, they do not have resources adequate to achieve normal 
human life expectancy and meet their basic needs as laid out in the Universal Declaration 
of Human Rights. These numbers are two to four times higher than the UN would have us 
believe. And they have been generally rising, not falling.

At the beginning of this paper I observed that the good-news narrative serves to justify 
the continuation of business as usual in terms of global economic policy. But if this narrative 
turns out to be untrue, and if in reality poverty and hunger have been getting worse, not 
better, then this has significant implications for our assessment of the current economic 
order. If the extent of poverty and hunger is to be the metric by which we judge economic 
models, as international institutions imply, then we must accept that the existing model 
is failing. If we are interested in reducing and eventually eradicating poverty and hunger, 
business as usual is not an acceptable trajectory.

 At present the predominant strategy for eradicating poverty and hunger is to expand 
GDP growth, on the basis that the yields will trickle down to improve the lives of the 
poorest. The FAO, for instance, actively promotes GDP growth as the headline solution 
to global hunger, which is strange given that the FAO itself admits that ‘the link between 
growth and nutrition is weak’,61 and given that we already produce enough food each 
year to feed everyone in the world at 3000 calories per day.62 Growth is also the official 
approach to poverty reduction promoted by the World Bank. This approach is echoed 
in the UN’s new Sustainable Development Goals (SDGs), which came into effect in 2015: 
Goal 8 is entirely devoted to growth. But we know that GDP growth does not really ben-
efit the poor – or the majority of humanity, for that matter. Of all the income generated 
by global GDP growth between 1999 and 2008, the poorest 60% of humanity received 
only 5% of it. According to David Woodward, at this rate it will take more than 100 years 
to eradicate poverty through growth.63

GDP growth is not an adequate solution to poverty and hunger – at least not without 
strong redistributive measures. A much more promising approach to ending poverty 
is hidden in the poverty numbers themselves. Recall that Wolfensohn, whom I quoted 
above, admitted that developing countries experienced rapid poverty reduction in the 
1960s and 1970s, which was slowed and then reversed through the 1980s and 1990s 
(even according to the Bank’s own $1.25 line). Hunger, too, was declining during the 
1960s and 1970s, even according to the FAO’s own numbers (Figure 2). This is probably 
because of the developmentalist strategies that countries in the global South were using 
at the time, including trade tariffs, subsidies, public spending and regulation of foreign 
capital. But, beginning in the 1980s, the World Bank and IMF’s structural adjustment pro-
grammes reversed these policies, forcing developing countries to cut spending, privatise 
assets and liberalise their markets. Robert Pollin estimates that developing countries 
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14 J. HICKEL

lost $480 billion per year in potential GDP during the 1980s and 1990s as a result of 
structural adjustment.64 Per capita income growth rates in the developing world fell to 
half their previous levels.65 In Sub-Saharan Africa per capita income began to decrease 
at a rate of 0.7% per year; the GNP of the average African country shrank by around 10% 
during this period.66

In light of this history it is clear that abandoning structural adjustment (which is continued 
today through the World Bank’s and IMF’s Poverty Reduction Strategy Papers) is an essential 
first move towards granting developing countries the policy space they need to reduce 
poverty and hunger. Of course, this would not guarantee that developing countries would 
pursue this end – but at least they would have the option to do so.

Another key intervention would be to clamp down on illicit financial flows and abusive 
transfer pricing, which together drain developing countries of around $2 trillion per year, 
outstripping the annual aid budget by a factor of 15.67 Something must also be done 
about debt: developing countries presently pay around $700 billion each year in external 
debt service, much of it on illegitimate loans;68 in many cases debt payments outstrip 
spending on health and education. Then there is the WTO’s Trade-Related Aspects of 
Intellectual Property Rights (TRIPS) agreement, which costs developing countries $60 
billion per year in extra patent licensing fees.69 Dealing with these issues is crucial to 
ensuring that developing countries have the resources they need to address poverty and 
hunger, although – again – it does not guarantee that they will do so. Ending hunger in 
particular will require a number of other key interventions. The 2014 report of the UN 
Special Rapporteur on the right to food argues that food security will require protecting 
small farmers from land grabs and other forms of eviction; ensuring that small farmers 
have rights to use, save and exchange seeds; regulating financial speculation on food 
commodities to prevent price spikes; and working towards food sovereignty, which 
means rolling back corporate control over food systems.

This kind of approach to reducing poverty and hunger will require much more than 
just a bit of aid here and there. It will require challenging particular political and economic 
interests. Indeed, this seems to be precisely why the world’s governments and international 
institutions are so concerned to promote the good-news narrative in the first place. If they 
were to use more accurate measures of poverty and hunger, it would become clear that, 
to eradicate these problems, we would need to change the rules of the global economy to 
make it fairer for the world’s majority.

Another major implication of the foregoing critique is that we need to adopt more credible 
measurements of poverty and hunger. The SDGs are set to continue measuring hunger at 
the 'minimum activity' threshold (and using the FAO's questionable method), and are set to 
measure poverty at the revised level of $1.90/day, rebased to 2011 PPP. This new poverty line 
appears higher at first glance, but in reality it is significantly lower. When it came into effect 
in 2015, it cut the number of poor by 100 million overnight. Given the questions that have 
been raised about the accuracy of these lines, the SDGs need to commit to measuring pov-
erty at closer to $7.40/day (the ethical poverty line, adjusted to 2011 PPP), and hunger at the 
‘normal activity’ threshold (or, alternatively, using a survey-based methodology). Anything 
less than this will result in a misleading assessment of the problem and in inaccurate reports 
about progress. Furthermore, the SDGs need to include monitoring mechanisms to prevent 
the kind of statistical manipulation that has compromised the MDGs.
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are postindustrial economies where the nature of jobs is determined 
by the interplay between productivity and labor market practices in 
service sectors. High productivity combined with labor market protec-
tions make for good jobs. Low productivity combined with atomistic 
labor markets are a recipe for poor jobs.

It is tempting to extrapolate this story straightforwardly to coun-
tries that have lagged economically. These are the low-income and 
middle-income countries in which a majority of the world’s work-
ers live. The recipe for them would seem clear. Foster rapid indus-
trialization so you can grow. Invest in good institutions and human 
capital so you have a productive workforce, making sure no one is left 
behind. When deindustrialization naturally sets in, do not resist it. 
Instead, ensure the legal and regulatory setting within which services 
operate provides adequate protections for employees.

This message is not wrong in its broad outlines. But we have two ask 
two questions: How desirable is it to emulate the historical experience 
of today’s advanced countries? And how feasible is it to do so? Let me 
take up each in turn.

Should Developing Nations Emulate the 
Historical Pattern?

Historically, the early stages of industrialization rarely produced an 
improvement in the living conditions of most workers. There was a 
significant delay between the onset of industrialization and its benefits 
being shared widely. A similar lag is visible in many low-income coun-
tries that have made successful inroads into world markets in manu-
factures in recent decades. This has kindled a debate on sweatshops 
in exporting countries. According to labor-rights activists, export 
gains are being built on the back of exploited workers, often female, 
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earning very little and working long hours in hazardous conditions. 
The employment of child workers is a particularly sensitive bone of 
contention.

Others, typically economists, respond by arguing that so-called 
sweatshops are simply a stepping stone on the path of economic and 
eventual human development. As shabby as they may look, sweatshops 
represent an improvement compared to the alternatives most workers 
have—a precarious existence in subsistence farming perhaps or worse 
urban jobs. And low pay and poor work conditions reflect the low pro-
ductivity of workers. Besides, isn’t this exactly how today’s advanced 
countries got rich?

The question that this debate raises is whether the benefits of labor 
protection cannot be made available at earlier stages of development 
than has occurred historically. Is there an iron rule that good labor 
standards must lag behind development? This is similar to the question 
of whether political democracy requires economic development as a 
precondition.

The answer to the latter question informs the answer to the first. 
Historically, democracy has followed the Industrial Revolution and 
the rise in incomes. But there is no reason to think countries can-
not become democratic at much earlier levels of development. Political 
participation and contestation are intrinsic values. They also serve an 
instrumental purpose: empirical research has established that demo-
cratic governments possibly perform better than authoritarian regimes 
and produce greater stability on top.

Two shining models of democracy in low-income settings exem-
plify the point: India and Mauritius. These two countries differ greatly 
in size. But they are both highly heterogeneous countries that were 
born amid ethnic strife and violence. In both cases, democracy early on 
has tempered social conflict and enabled political stability. Mauritius 
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grew rapidly several years after independence. India’s growth perfor-
mance lagged until the 1980s, but has been more than decent since 
(even overtaking China in recent years).

Similarly, there is no reason why workers in low income countries 
should be deprived of fundamental labor rights for the sake of indus-
trial development and export performance. These include freedom of 
association and collective bargaining, reasonably safe working condi-
tions, nondiscrimination, maximum hours, and restrictions on arbi-
trary dismissal. As with democracy, these are basic requirements of a 
decent society. Their first-order effect is to level the bargaining rela-
tionship between employers and employees, rather than to raise overall 
costs of production. And even when costs are affected, any adverse 
effects could be easily offset by improved morale, better incentives, and 
reduced turnover of the workforce.

Minimum wages are somewhat different in that they directly 
raise the cost of labor. Minimum wages that are not too far from the 
market-clearing competitive level may not do much damage to overall 
employment while improving labor conditions somewhat. The same 
cannot be said of minimum wages that are far above this level. The 
danger then is that many job-seekers will be denied opportunities of 
employment by being priced out of the market. Labor-market dual-
ism, whereby a comparably small minority of “insiders” protect their 
state-mandated privileges at the expense of a large majority of “out-
siders,” is unfortunately a common feature of economies around the 
world. This stunts both human development and growth prospects.

The bottom line, however, is that basic labor rights, as encapsu-
lated in the International Labor Organization’s core conventions, for 
example, are not an impediment to economic development. They 
need not be postponed until economic takeoff takes place and is firmly 
entrenched. History need not be a guide here.
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Can Developing Nations Emulate the Historical 
Pattern?

As I mentioned previously, manufacturing is an escalator for poor 
countries for several important reasons. First, there tends to be a pos-
itive productivity dynamic in many manufacturing industries. Estab-
lish a beach head in one of the “easy” manufacturing sectors—such 
as garments—and the chances are that you will experience steady 
increases in productivity and will be able to jump on to other, more 
sophisticated industries in time. Second, manufacturing is a tradable 
sector. This means that your successful manufacturing industries can 
expand almost indefinitely, by gaining market share in world markets, 
without running into demand constraints. Third, manufacturing is a 
great absorber of unskilled labor, a low-income country’s most plenti-
ful resource. Activities such as garments, footwear, toys, and electron-
ics assembly require few skills, so farmers can easily be transformed 
into assembly line workers.

These are the reasons why historically industrialization has been 
the main engine of rapid economic growth. Productivity convergence, 
export expansion, and labor absorption create a virtuous cycle that 
propel the economy forward until the gap with the global frontier 
closes and the demands of technological progress become substantially 
greater.

Again, that is how things worked in the past. The conventional view 
is that today’s low-income countries in Africa, Asia, and Latin America 
will have to do something similar if they want to experience rapid and 
sustained economic growth.

But this expectation may not be fulfilled. Ours is a very differ-
ent world. The forces of globalization and technological progress have 
combined to alter the nature of manufacturing work in a way that 
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makes it very difficult, if not impossible, for latecomers to emulate the 
industrialization experience of East Asian tigers, or the European and 
North American economies before them.

Consider some of the facts. Since the 1960s, every decade has 
brought lower levels of industrial employment and output (as a share of 
the economy) in developing countries, controlling for standard income 
and demographic determinants. Peak levels of industrialization are 
lower than ever and are being reached at a fraction of the incomes expe-
rienced by previous industrializers. This means that many (if not most) 
developing nations are becoming service economies without having 
had a proper experience of industrialization—a process I have called 
“premature deindustrialization.” While early industrializers managed 
to place 30 percent or more of their workforce in manufacturing, the 
most recent rounds of latecomers have rarely managed that feat. Brazil’s 
manufacturing employment peaked at 16 percent and Mexico’s at 20 
percent. In India, manufacturing employment began to lose ground (in 
relative terms) after it reached 13 percent.3

Latin America appears to be the worst-hit region. But worryingly 
similar trends are very much evidenced in Sub-Saharan Africa too, 
where few countries had much industrialization to begin with. The 
only countries that seem to have escaped the curse of premature indus-
trialization are a relatively small group of Asian countries and manufac-
tures exporters. The advanced countries themselves have experienced 
significant employment deindustrialization. But manufactures output 
at constant prices has held its own comparatively well in the advanced 
world, something that is typically overlooked since so much of the 
discussion on deindustrialization focuses on nominal rather than real 
values.

The reasons behind these trends have to do both with technology 
and trade. Rapid global technological progress in manufacturing has 
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reduced the prices of manufactured goods relative to services, discour-
aging newcomers in developing countries from entry. At the same 
time, manufacturing has become much more capital and skill inten-
sive, substantially reducing the labor-absorbing potential of the sector 
for workers from agriculture or informality. On the trade front, com-
petition from China and other successful exporters combined with the 
reduction in protection levels means that few poor countries now have 
the opportunity to develop simple manufactures for home consump-
tion. The room for import-substitution was squeezed out.

It is not implausible that the East Asian tiger economies will be the 
last countries to ever experience industrialization in the manner to 
which economic history has accustomed us. If true, this is bad news 
for economic growth for all the reasons described earlier. It is also 
bad news for equity. The chasm in earnings and working conditions 
between bankers and managers, on the one hand, and participants in 
informal activities such as petty trade or household help is incompara-
bly larger in developing countries. Earlier transition to services, prior 
to substantial accumulation of human capital and institutional capabili-
ties, greatly exacerbates the problems of inequality and exclusion in the 
labor market with which advanced economies are struggling.

Future Paths for Work

Can this process of premature deindustrialization nonetheless prove to 
be a blessing in disguise? I noted previously some of the advantages of 
services in terms of personal autonomy and freedom. James C. Scott 
notes that a very high percentage of industrial workers in the United 
States would rather open a shop, restaurant, or work on a farm. “The 
unifying theme of these dreams is the freedom from close supervi-
sion and autonomy of the working day that, in their mind, more than 
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Dambisa Moyo is wrong about the global economy – here’s why 

Jason Hickel 
AFRICA IS A COUNTRY 

07.11.2018 

Western media can’t seem to get enough of Moyo: her ideas stray little from old 
neoliberal mantras so endlessly recycled by establishment elites in the US and 
Europe. 

Dambisa Moyo has a lot of fans these days. When she appeared at a recent Oxford Debate 
the crowd was packed with admiring students eager to take her side. I get it. She’s a 
compelling figure, and commands international stages with her bold confidence and cool 
style. But as heroes go, she’s a strange choice – a millionaire who sits on the boards of 
major Western banks and extractive companies, including Barclays, Chevron, and Barrick 
Gold. Peel away the slick image and you find that her ideas stray little from the dusty old 
neoliberal mantras so endlessly recycled by establishment elites in the US and Europe. Yet 
the Western media can’t seem to get enough of her – and perhaps that’s precisely why. 

Moyo’s new book, Edge of Chaos: Why Democracy is Failing to Deliver Economic Growth, is 
a perfect case in point. If you’ve heard of it, it’s probably because of the controversy over 
her outrageous idea that we should “fix” democracy by introducing a system of weighted 
voting, whereby the votes of people who have specific qualifications and higher levels of 
education would count more than the votes of those who don’t. Maybe it was always just a 
PR gimmick – a way to get media attention. But while critics obsess over the voting thing, 
the rest of Moyo’s book has gone unchallenged. And that’s where the real trouble lies. 

Moyo wrote The Edge of Chaos because she’s worried about the backlash against 
globalization and the rise of political movements – on the left and right alike – that want to 
regulate markets for the social good. Indeed, this is why she proposes weighted voting: 
because she thinks these ordinary folks don’t know what’s best for them, and we can’t trust 
them to decide on important matters of economics. What they’re asking for – more state 
intervention in the economy – is too short-termist, she says. 

Now, Moyo acknowledges that globalization hasn’t worked for everybody and admits that 
inequality has been getting worse, with the rich accumulating eye-watering piles of wealth 
while real wages stagnate and social mobility collapses. But while scholars see inequality as 
a consequence of neoliberalism since the 1980s, Moyo argues that it’s because we haven’t 
been neoliberal enough. The solution, she says, is more free-market ideology, not less. 

In this sense, the book feels wildly out of step with the times. It has a kind of desperate 
tenor to it – a frantic defense of an economic paradigm that is hemorrhaging credibility. 
Right now the world is scrambling for ways to make our economy fairer: better wages, 
stronger unions, progressive taxation, universal basic income, fairer trade rules, an end to 
illicit financial flows. But Moyo doesn’t truck in such sensible reforms, presumably because 
it would mean interfering with the almighty hand of the Free Market. And – for devout 
capitalists like Moyo – that is simply not allowed. 
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Moyo offers no evidence for her claim that more neoliberalism would help matters. The 

only argument we get is that it would be good for growth. And growth, she says, is what all 

those angry people who have been hurt by globalization secretly want. No joke, Moyo 

literally claims that the major social movements that have erupted over the past few years – 

the Arab Spring, the Gezi Park uprising in Turkey, anti-World Cup protests in Brazil, anti-TTIP 

marches across Europe, Trumpism in the United States and Brexit in Britain – are driven by a 

demand for higher rates of economic growth. And if they want growth, Moyo says, then 

what they need is neoliberalism. 

It’s a strange claim, and Moyo provides not a shred of evidence to back it up. Never mind 

that literally all of these movements have explicitly said they are against neoliberalism, and 

indeed in many cases have rejected precisely the things that politicians promised would 

bring more growth: like TTIP, or EU membership, or the World Cup. What these people say 

they want is a fairer economy – one not captured by elite interests. But Moyo inexplicably 

recruits them nonetheless for her own hypercapitalist agenda, as if the protestors had 

everything in common with the old boys over at Barclays and Chevron. 

If Moyo’s analysis of social movements is eerily fact-free, so too is her claim about 

neoliberalism bringing more growth. Indeed, exactly the opposite is true. During the bad old 

days of Keynesian policy, per capita GDP growth rates in the OECD averaged 3.5% per year. 

By contrast, the neoliberal reforms that were imposed beginning in the 1980s slashed 

growth rates down to 2% per year. The shift was even more dramatic across the global 

South. During the 1960s and 70s, global South governments used tariffs, subsidies, price 

controls, capital controls, and land reforms to brilliant effect, growing GDP per capita by 

3.2% per year. This came crashing to an end during the 1980s and 90s, as free-market 

principles were forcibly imposed by the IMF and World Bank. Growth rates collapsed to 

0.7% during the neoliberal period. Sub-Saharan Africa was hit particularly hard, and its 

average real income is only now recovering 1970s levels.  

The historical record is clear: neoliberalism has been bad for growth. But it’s been great for 

the incomes of the rich, which have soared as a result. Indeed, one can argue – as David 

Harvey does – that this was always the point. Either way, it’s no surprise that Moyo and the 

Barclays set are so keen to keep this arrangement in place.  

But all of this begs the question: is more growth really what we need right now? The bizarre 

thing about Moyo’s book is that it feels like it was written last century, before anyone was 

talking about things like climate change and ecological breakdown. Her call for aggressive 

growth at all costs simply makes no sense in today’s world of carbon budgets and all the 

new research on planetary boundaries and ecological overshoot. 

Of course, growth may be necessary in poorer nations in order to raise living standards. But 

much of Moyo’s book is about how we need more growth in rich nations, where per capita 

resource consumption already exceeds safe levels by a factor of four, and carbon emissions 

exceed safe levels by a factor of twenty. Indeed, virtually all of our ecological overshoot is 

being driven by overconsumption in rich nations. How does Moyo reconcile this with her 

demand for growth? She doesn’t even try. The book is striking in its refusal to engage with 
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this problem. All we get is a vague reference to “green growth” – the idea that technology 

will help us decouple GDP from resource use and emissions. But, again, Moyo offers not a 

shred of actual evidence for this. If she had taken time to read the literature she would find 

that all of the available data shows that green growth is not a thing. Study after study 

concludes that continued economic expansion in rich nations is incompatible with ecological 

sustainability. 

Moyo says we need more growth in order to improve people’s lives. But is this true? Again, 

she provides no evidence for the claim. But consider this: in the United States today average 

real wages are lower than they were in the 1970s, and the poverty rate is higher, despite a 

doubling of GDP per capita. Meanwhile Europe has better social indicators than the US 

across the board, despite 40% less GDP per capita. The truth is that there is no automatic 

correlation between GDP and human wellbeing – it all depends on how the yields of our 

economy are distributed. It is inequality that matters, precisely as those protestors have 

been saying. Once we grasp this fact, it becomes clear that we can improve people’s lives 

right now, without any growth at all, simply by distributing existing income more fairly and 

investing in universal public services. Our Earth is an abundant place and already provides 

more than enough for everyone; if we share what we already have, we won’t need to 

plunder the planet for more. 

So why are Moyo and the Barclays boys so desperate for more growth? Here’s one 

possibility: because the benefits of growth accrue almost exclusively to the rich. Roughly 

90% of new income from global growth goes to the richest 1%. Meanwhile, only 5% trickles 

down to the poorest 60% of humanity. This is why people are angry. It is obscene to pretend 

that more growth is somehow magically going to solve the violent inequities of growth. At 

the present rate of trickle-down, it will take more than 200 years to lift everyone above the 

poverty line of $5 per day, and we’ll have to expand the global economy to 175 times its 

present size. That’s 175 times more extraction and production and consumption than we’re 

already doing, which, in a context of ecological emergency, is clearly insane. 

But the strangest move is yet to come. While Moyo frames the book as a battle cry for 

market liberalism, she suddenly switches gears halfway through and plumps for precisely 

the opposite ideology, heaping praise on China as a paragon of sound economic policy. 

Why? Because China’s government manages the economy for the long term, in the interests 

of long-term growth. Of course, she’s right – China’s economic success is due precisely to 

the fact that it was not subjected to neoliberal structural adjustment, unlike most of the rest 

of the South. But this is a dizzying about-face from her opening position, and the internal 

incoherence makes it difficult to take the book seriously. 

Moyo needs this pivot to set up her next big argument. She says the reason China does so 

well on economics is because its government isn’t beholden to the short-termist pressures 

of democracy. Democracy, she concludes, is an obstacle to growth (as the subtitle of her 

book implies). Suddenly we’re in completely new terrain. Moyo has temporarily dispensed 

with her earlier argument about neoliberalism being the Only Way, and discarded all her 

worries about those pesky protestors who are clamoring for more state intervention in the 

economy. Now the good guy is state-led capitalism, and the bad guy is … democracy. 
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Having lashed herself to this mast, Moyo has no choice but to downplay all the nastier sides 
of Chinese policy: the authoritarianism, the surveillance, the violent clampdowns on dissent. 
All of this is tolerable, she says, because it’s a small price to pay for rapid growth. And we 
must have growth at all costs. What’s dangerous here is that Moyo is going around 
promoting this as a reasonable path forward for developing countries. Focus on growth first, 
she says: do democracy later. 

This is a completely false dichotomy. There are plenty of state-regulated economies that are 
also robustly democratic. Just think of the New Deal in the post-war United States, which 
Moyo herself cites approvingly. Franklin Roosevelt, the architect of the New Deal, was 
democratically elected – four times – by a landslide. He was one of the most popular 
American presidents ever. But there’s also virtually all of Western Europe: the social 
democracies of Scandinavia, and the post-war Labour government of the United Kingdom, 
which built that country’s economy on the back of nationalization, social housing, and free 
public healthcare (the National Health Service remains Britain’s most popular institution). 
Indeed, these radical interventions were only possible because of democracy – because 
ordinary people intervened to harness capitalism for the social good. 

But it’s not just the global North. During the South’s post-colonial decades, those successful 
Keynesian policies I mentioned earlier were rolled out by democratically-elected 
governments: Nkrumah in Ghana, Mossadegh in Iran, Arbenz in Guatemala, Allende in Chile, 
and many more. This legacy of progressive economics was destroyed by neoliberal 
structural adjustment, which worked only because it effectively shifted power over 
macroeconomic policy from the national parliaments of Southern countries to bankers and 
technocrats in Washington, New York and London. There was no democratic consent for 
neoliberalization. It was imposed from above – against a tsunami of popular riots. 

The real issue with this book is that Moyo fundamentally misdiagnoses the problem. She 
accuses democracy of being shorttermist. But it’s not democracy that’s short-termist – it’s 
capitalism. The logic of capitalism is to seek short-term gains at the expense of more 
important things: workers’ welfare, people’s health, the ecosystems on which we depend. 
Austerity, privatization, fracking, deforestation, cuts to wages and public services … all of 
this is conducted in the name of short-term growth. At the altar of capital, all that is sacred 
is profaned. Moyo’s book adds just one more log to the sacrificial pyre: if democracy stands 
in the way of capitalist growth, then it too has to go. 

These are uncertain times. Young people are turning away from capitalism in their millions, 
across the world, eager to build a fairer, more ecological system that has a chance of seeing 
us through the 21st century. But just when we most need fresh thinking, Moyo urges us to 
double down on the status quo. Meanwhile, the voices of real thinkers across the African 
continent – from Liepollo Pheko to Nnimmo Bassey – never find a platform in the global 
media. As we seek inspiration for the future, we’ll need to look beyond the shiny 
millionaires that are handed down to us from the corporate boardrooms of the West. Real 
heroes aren’t found on primetime TV. They’re working in real communities, with dirt under 
their fingernails, raising up a new world from within the cracks of the old. 
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T ake a walk along West Florissant Avenue, in Ferguson, Missouri. Head south of the burned-out Quik Trip and the
famous McDonalds, south of the intersection with Chambers, south almost to the city limit, to the corner of Ferguson
Avenue and West Florissant. There, last August, Emerson Electric announced third-quarter sales of $6.3 billion. Just

over half a mile to the northeast, four days later, Officer Darren Wilson killed Michael Brown. The 12 shots fired by Officer
Wilson were probably audible in the company lunchroom.

Outwardly, at least, the City of Ferguson would appear to occupy an enviable position. It is home to a Fortune 500 firm. It has
successfully revitalized a commercial corridor through its downtown. It hosts an office park filled with corporate tenants. Its
coffers should be overflowing with tax dollars.

Instead, the cash-starved municipality relies on its cops and its courts to extract millions in fines and fees from its poorest
residents, issuing thousands of citations each year. Those tickets plug a financial hole created by the ways in which the city, the
county, and the state have chosen to apportion the costs of public services. A century or more of public-policy choices protect
the wallets of largely white business and property owners and pass the bills along to disproportionately black renters and local
residents. It's easy to see the drama of a fatal police shooting, but harder to understand the complexities of municipal finances
that created many thousands of hostile encounters, one of which turned fatal.

The familiar convention of the true-crime story turns out to be utterly inadequate for describing the social, economic, and legal
subjection of black people in Ferguson, or anywhere in America. Understanding this requires looking beyond the 90-second
drama to the 90 years of entrenched white supremacy and black disadvantage that preceded it.

Ferguson's Fortune 500 Company
Why the Missouri city—despite hosting a multinational corporation—relied on municipal fees and fines to extract
revenue from its poorest residents

WALTER JOHNSON | APR 26, 2015 | POLITICS

Paul Sableman / Wikimedia Commons; peterfactors/shutterstock;Jeff Roberson / AP / The Atlantic
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T o get a sense of what life is like in St. Louis County’s primarily black neighborhoods, one need only look at the

extraordinary climate of police harassment that culminated in the death of Michael Brown. Thanks to detailed

research and reporting, much of it since the shooting, we now know that over the past two years, 85 percent of traffic

stops there involved black motorists, even though the city is only 67 percent black, and that its roads are traveled by a large

number of white commuters. After being stopped, black residents were twice as likely to be searched and twice as likely to be

arrested as white residents—despite the fact that, in the event of a search, whites proved to be two-thirds more likely to be

caught with some sort of contraband. Municipal violations for having an unmowed lawn, or putting out the trash in the wrong

place at the wrong time, were issued overwhelmingly to black residents. Ninety-five percent of the citations for the “manner of

walking in the roadway” and “failure to comply” were issued to African Americans.

In the same period of time, the city issued over 9,000 warrants for missed court appearances and unpaid (or incompletely paid)

fines. According to a report by the Arch City Defenders a non-profit legal advocacy group focused on issues facing St. Louis

County’s poor and homeless population, citizens who failed to appear or to pay fines that were “frequently triple their monthly

income” were liable to be jailed, sometimes for as long as three weeks. Those with outstanding warrants were rendered

ineligible for most forms of public assistance and government-provided social services.

Black residents were twice as likely to be searched and twice
as likely to be arrested as white residents—despite the fact
that, in the event of a search, whites proved to be two-thirds
more likely to be caught with some sort of contraband.

“Ferguson’s law enforcement practices are shaped by the City’s focus on revenue rather than by public safety needs,” the Justice

Department concluded in a March 2015 report on Ferguson’s police department. The report found that the boundary between

the fiscal and police functions of the city government of Ferguson had completely broken down. The city manager and the

police chief had discussed using tickets to meet revenue benchmarks, and police officers were being evaluated on the basis of

their ticket-pushing “productivity.”

In 2013, the city of Ferguson not only had more outstanding arrest warrants per citizen than any other city in Missouri,

according to The New York Times. It also harvested $2,635,400 in municipal court fines, which accounted for 20 percent of the

city budget. By way of comparison, the nearby middle-class, majority-white community of Kirkwood draws about 10 percent of

its revenue from fines; prosperous Ladue, 5 percent. “Absolutely, they don’t want nothing but your money,” the Arch City

Defenders’ white paper quotes one defendant as saying. “It’s ridiculous how small municipalities make their lifeline off the

blood of the people,” said another. “It’s an ordinance made up for them,” said a third, “It’s not a law. It’s an ordinance.” These

ordinances—put in place by a white mayor, city manager, and police chief—generate an unusually large chunk of Ferguson’s

revenue. And the excessive fines, combined with the denial of necessary social services and exclusion from public housing,

often send residents out on to the streets. Ferguson dramatizes James Baldwin's observation that it is extremely expensive to be

poor.

The Department of Justice traced all this back to a lack of training, supervision, and oversight, exacerbated by shoddy record-

keeping and clear racial bias. But there’s one question its report didn’t address: How can all this be happening in a community

that is home to a Fortune 500 company? Why is the city government filling out its budget with municipal court fines when

Emerson Electric is doing $24 billion a year in business out of its headquarters on West Florissant Avenue?
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T he answers trace back through the history of St. Louis, Missouri—modern American history in extremis. By most

measures, St. Louis today is one of the three or four most segregated cities in the country. African Americans can go

months at a time without seeing a white person in their neighborhoods—apart, that is, from policemen patrolling their

beats, or municipal court judges collecting fines.

The modern history of racial segregation in St. Louis began with the city’s 1916 law establishing separate neighborhoods for

blacks and whites. In the 19th century, St. Louis had been one of the nation’s least-segregated cities, but as America prepared to

enter the First World War, thousands of blacks from Louisiana, Mississippi, and Arkansas took the Illinois Central northward in

search of industrial jobs. During the spring of 1917, 2,000 blacks a week were said to be arriving in St. Louis. That summer,

white workingmen rampaged through black neighborhoods in and near the city, killing as many as 200 people and burning the

buildings that housed 6,000 more. Black residents of St. Louis concentrated in the downtown area, a pattern that was

maintained even after the end of de jure residential segregation (by a 1917 Supreme Court decision).

Through sporadic but consistent violence against black families who moved into white neighborhoods—and various legal

mechanisms that stopped short of explicit segregation of neighborhoods but produced the same result—the racial template of

St. Louis was maintained over the course of the 20th century. In the decades after World War II, whites moved out to suburbia,

but blacks were left behind. Between 1943 and 1960, “mostly white St. Louis County received five times as many [federally

guaranteed] FHA loans as did the racially mixed city of St. Louis,” writes the historian and fair-housing advocate George Lipsitz.

As whites moved further out from the city, especially westward toward St. Charles County, I-70 was expanded to serve them. In

these same years, the city of St. Louis, again with federal support, embarked upon a program of “urban renewal,” bulldozing of

some of the city’s oldest black neighborhoods and replacing them with office buildings, to which the increasingly suburbanized

middle-class workforce commuted everyday along an ever-expanding number of lanes of federally-funded interstate highway.

Longtime St. Louis civil-rights activist Ivory Perry termed these twin programs of urban redevelopment and highway expansion

“black removal with white approval.”

Federal law did stipulate that urban-redevelopment projects could only proceed if alternative housing was available to those

whose homes were to be destroyed. So federal and city authorities tried to build subsidized housing for St. Louis’s mostly

African American displaced population, as well as for the growing number of St. Louis residents seeking affordable housing

outside the city limits. But this resettlement only intensified the segregation of an already segregated city. The white population

of St. Louis County organized “neighborhood improvement associations,” sponsoring restrictive covenants, running collusive

whites-only real estate markets, purchasing empty property, and buying out black homeowners.

Longtime St. Louis civil-rights activist Ivory Perry termed
the twin programs of urban redevelopment and highway
expansion “black removal with white approval.”

Workers board up a beauty salon on West Florissant Road (Andrees Latif / Reuters)
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Most importantly, they divided the county into a patchwork of new municipalities—“postage-stamp municipalities,” as the
urban historian Colin Gordon calls them. Their first acts were generally to pass restrictive zoning codes. The toniest of these
new towns completely banned the construction of multi-unit housing, which made it impossible for the government to build
federally subsidized housing there. To make the neighborhood even less accessible to poor people, and thus all-too-often black
people—the associations sometimes required home lots to be at least one acre in size, effectively placing them off-limits to all
but the affluent. The majority of St. Louis’ African Americans took up residence in a gradually expanding corridor running from
the downtown area northwestward, towards Ferguson.

Like most of the rest of St. Louis County, mid-century Ferguson was defended by exclusionary zoning codes and whites-only
collusion in the real estate market. In the 1960s Ferguson was known as a “sun-down” community: African Americans, mostly
from neighboring Kinloch, came in to work in the houses of wealthy whites in Ferguson during the day, but were expected to be
out of town by the time the sun set. To this day, the adjacent cities are joined by only two through streets, the Ferguson city line
runs down a neutral zone lined on either side with mirror-image three-way intersections. If you have been to St. Louis, you likely
landed in Kinloch. Over the last three decades, the vast majority of that city’s black residents have been displaced to
accommodate the expansion of Lambert-St. Louis Airport. Over the same period of time, a small number of African American
homeowners and a much larger number of African American renters have gradually replaced whites in Ferguson. Ferguson,
which was almost entirely white in 1970, today has a black majority.

In 1981, a federal judge in Missouri declared that the “severe” residential segregation of the St. Louis metropolitan area had
produced a constitutionally impermissible degree of segregation in the region’s schools. The court tasked the East-West
Gateway Government Council and the Missouri Housing Development Commission with developing a plan to desegregate the
metropolitan area, but they simply ignored the ruling. At the turn of the 21st century, almost one-half of St. Louis County’s 90-
odd municipalities had black populations under 5 percent.

t is not simply the proliferation of municipalities in St. Louis County, nor their segregation, that accounts for the revenue
crisis in Ferguson. The city is, after all, home to a Fortune 500 firm. Whatever the history of residential real estate in
Ferguson, its commercial properties might be expected to provide plenty of revenue.

But Ferguson is extraordinarily constrained in its ability to pay for the services that its residents require. Municipal tax revenue
is limited by the Missouri constitution. In 1980, Representative Mel Hancock—the founder of a group called the Taxpayer
Survival Association—wrote an amendment that required any increase of local taxes, licenses, or fees to be approved by a
citywide referendum, with very few exceptions. Along with gun-license fees, which are explicitly exempted from the provisions
of the “Hancock Amendment,” municipal fines provide Missouri cities with one of the few sources of revenue they can expand
without a referendum.

The Hancock Amendment, like similar laws in other states, radically constrains the possibilities of municipal governance.
Unable to raise tax rates, many municipal governments have only one tool at their disposal: lowering them. They cannot raise
money, but they can give it away.

Missouri Governor Jay Nixon (right) listens as Emerson CEO David N. Farr and CIO Stephen C.
Hassell discuss the solar array for the company’s new $50 million data center in Ferguson.
(Emerson Electric)
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Take Emerson Electric. On July 27, 2009, Emerson opened a brand-new $50 million flagship data center on its Ferguson
campus. Subsequent press reports about the data center were filled with numbers: 100 dignitaries at the ribbon cutting,
including Missouri Governor Jay Nixon; 35,000 square feet; 550 solar panels; $100,000 in annual energy savings for the
company; ability to withstand an 8.0 magnitude earthquake. They noted how many people Emerson employed globally,
nationally, and in the St. Louis metropolitan area, although the number of people who might eventually be employed in the new
data center itself was hard to find.

In fact, a state-of-the art data center might eventually employ about two dozen people, none of whom were guaranteed to live in
(or anywhere near) Ferguson. The economic function of a data center, after all, is to eliminate clerical workers, not to provide
them with jobs, and many of its operations can be performed remotely. But the most remarkable missing number of all was the
amount of property tax revenue the county and city housing this state-of-the-art building would gain from its construction.

The rock-bottom assessment value of the Ferguson campus
helps ensure that West Florissant Avenue remains in its
current condition, year after year.

In 2014, the assessed valuation of real and personal property on Emerson’s entire 152-acre, seven-building campus was
roughly $15 million. That value has gone up and down over the last five years as Emerson has sold off some buildings and built
others, but it has not exceeded $15 million in the period since the data center was completed. So what happened to that brand-
new $50 million dollar building?

One explanation would be if Emerson had received a Chapter 353 “local real property tax abatement” to support the
construction of the building. For the past 50 years, the St. Louis area has been using these abatements to encourage new
development in areas it designates as Enhanced Enterprise Zones. Companies that bring new development there get certain tax
incentives. One of these incentives, according to the state, is a 10-year real estate tax abatement. That means a $50 million data
center built in one of these zones would be allowed to remain all-but invisible for tax purposes for the first decade of its
existence; after that, its appraisal value would be halved for the next 15.

Indeed, in 2008, the St. Louis Economic Development Partnership announced that the data center was being built within a
state-designated Enhanced Enterprise Zone. But Emerson denies that it received tax abatements to support the center’s
construction. According to company spokesman Mark Polzin, “none of our campus real estate is under abatement.”

Polzin explained to me that Emerson had been eligible for abatements, but it had foregone them out of a concern for fairness.
“We never availed ourselves of such ... We felt that our real property had already been being fairly assessed historically by St.
Louis County.” According to Emerson, the company is voluntarily paying more than required by law.

It might seem improbable that a corporation would forego tax abatements, to which it was legally entitled, in the name of
fairness. But Emerson offered a plausible explanation: Emerson didn’t need the abatement because its taxes were already low
enough. At the very least, this raises important questions about the assessment value of property in St. Louis County.

For tax purposes, Emerson’s Ferguson campus is appraised according to its “fair market value.” That means a $50 million dollar
solar-powered data center is only worth what another firm would be willing to pay for it. “Our location in Ferguson affects the
fair market value of the entire campus,” Polzin explained. By this reasoning, the condition of West Florissant Avenue explains
the low valuation of the company’s headquarters.

In fact, the opposite is true: The rock-bottom assessment value of the Ferguson campus helps ensure that West Florissant
Avenue remains in its current condition, year after year. It severely limits the tax money Emerson contributes to the Ferguson-
Florissant district’s struggling schools (Michael Brown graduated from nearby Normandy High School, a nearly 100 percent
African American school that has been operating without state accreditation for the last two years), and to the government of St.
Louis County more generally. On the 25 parcels Emerson owns all around St. Louis County, it pays the county $1.3m in
property taxes. Ferguson itself receives far less. Even after a 2013 property tax increase (from $0.65 to the state-maximum $1
per $100 of assessed value), Ferguson received an estimated $68,000 in property taxes from the corporate headquarters that
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occupies 152 acres of its tax base—not even enough to pay the municipal judge and his clerk to hand out the fines and sign the
arrest warrants.

St. Louis County doesn’t just assess Emerson a low market value. It then divides that number in three—so its final property
value, for tax purposes, ends up being one third of its already low appraised value. In some states, Ferguson would be able to
offset this write-down by raising its own percentage tax rate. Voters would even be able to decide which services needed the
most help and raise property taxes for specific reasons. But Missouri sets a limit for such levies: $1 per $100 of property. As
Joseph Pulitzer wrote of St. Louis during the first Gilded Age, “millions and millions of property in this city escape all taxation.”

merson Electric isn’t the only business on Ferguson’s West Florissant Avenue. The street is also home to a number of
big box stores including a Home Depot, a Walmart, and a Sam’s Club, located at the city’s northern limit. These
companies all came to town in 1997 through something called tax increment financing—known (to the extent it’s

known at all) by the acronym TIF. Along with low appraisals and tax abatements, TIF districts are one of Missouri’s principal
tools for encouraging new development.

It works like this: A community like Ferguson wants to bring more money into its
economy and increase its property values. So it designates a TIF district and borrows
money by selling municipal bonds. Those funds are most often used to make the area
more attractive to businesses—clearing old buildings, adding roads, upgrading
infrastructure. All of this is based on the assumption that the new commercial
development will bring a certain amount of revenue—in the form of rising property
values on adjacent parcels, increased revenue from sales taxes, and so forth. That
revenue will be used to retire the bonds that funded the TIF.

In theory, these incentives don’t cost taxpayers any money. Cities issue these bonds
feeling confident that the new businesses will generate more than enough revenue to pay the money back. The problem is that
the amount the city must pay each year is locked in at the beginning of the bond issue. If the increased revenue is not as high as
expected in any given year, the city finds itself in the red.

Actually, it’s even worse than that. The municipal bonds issued by cities like Ferguson are bundled and sold on a secondary
market, in much the same way as the bundled sub-prime mortgages that figured so prominently in the financial crisis of 2008.
The purchasers of these bonds then become, in effect, the creditors of the cities that have issued them. Municipal bonds are
generally a good investment for multiple reasons. First, under federal law, the interest they pay their holders is tax-exempt.
Second, municipal bond holders have the legal status of first-paid creditors: Before a struggling city fixes its roads, or pays for
the new park or the school on Main Street, it is legally obligated to pay the investors on Wall Street.

Like any other municipal bond, TIF bonds are ultimately secured by the ability of the issuer to raise revenue: in this case, by
Ferguson’s ability to tax its citizens in order to pay off the bonds its has issued. If the revenue falls short of projections, the debt
has to be covered by local citizens. Not by the banks—they’re insulated because they have not loaned money directly to the
under-performing retailers. And not by the retailers—they’re protected because the city has paid for the capital improvements
of the area, limiting their sunk-cost investment in the area. It’s the taxpayers (and fine payers) who have to make up the
difference. And in Ferguson, that’s precisely what happened.

Before a struggling city fixes its roads, or pays for the new
park or the school on Main Street, it is legally obligated to
pay the investors on Wall Street.

The Halls’ Ferry TIF in Ferguson—the one that was used to underwrite the construction of the big box stores on West Florissant
Avenue—was originally valued at $8 million. Over the last several years, however, the revenue generated by the TIF district has
not been sufficient to cover the bond. The TIF-specific deficits—$43,000 in 2012—had to be covered with taxpayer money.

Not all TIFs fail to match projections. As it happens, there is also a successful TIF in Ferguson. Unfortunately, it demonstrates

The Home Depot on Ferguson’s New Halls
Ferry Road (Google Street View)
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the ultimate emptiness of the rising tide’s repeated promise to lift all boats. The South Florissant TIF was initiated in 2012 to
build multi-use retail and residential space in Ferguson’s downtown area. If it has not been entirely successful in the planning
document’s stated goal of establishing Ferguson as a “regional destination,” along the lines of the Delmar Loop shopping and
restaurant district, it has nevertheless supported the emergence of the sort of photo-ready pleasantness illustrated in the
planning documents. And it is in the black.

So: What’s not to like? Ferguson’s Downtown TIF was self-consciously designed to provide a front door for the city’s subsequent
economic development—but it wasn’t designed to improve life for existing residents. Its proponents envisioned an artery of
retail and residential development that connects the city (as well as the City of Cool Valley, which was also involved in the
planning) to the campus of the University of Missouri-St. Louis and to the industrial development sprawling along I-70. The
planning document mentioned that the new district would open downtown Ferguson to the employees of UMSL, Express
Scripts, and Emerson. But that document never addressed the disconnection of South Florissant Road from West Florissant
Road.

To get from the neighborhood where Michael Brown died to downtown Ferguson, one has to travel a long, undeveloped stretch
of Ferguson Avenue and then make a near 180-degree turn under a railroad bridge to merge onto another street that leads to the
downtown. There are no sidewalks bordering this stretch of road, and many of those who travel it do so by walking on the
shoulder —a notable issue given the risk of being cited for “manner of walking in the roadway” faced by black pedestrians in
Ferguson. The “two Fergusons” mentioned by many commentators are effectively connected by a back door.

All of this inverts the whole purpose of funding economic development through taxpayer dollars. Under Missouri laws, TIF
district plans are limited to areas that have been designated “blighted” by that municipality. They were designed to bring the
benefits of capitalist development to areas that would otherwise be regarded as inhospitable to investment. Along with Chapter
353 tax abatements, which have a similarly framed focus on “blighted” areas, TIF bonds were designed to use the market
economy to push forward the not-yet-realized project of racial equality in the United States. In the event, however, these tools
have often been turned inside out: used to generalize the risk of investment to the entire population of a city while concentrating
their financial benefits in small tracts of development.

The final twist in the story is an extraordinary one. Under the Hancock Amendment, municipalities can raise their sales tax
without a local referendum in order to pay for the retirement of TIF bonds. And according to the Ferguson city budget, sales
taxes account for the largest share of the city’s revenues. Next come municipal court fines. And after that franchise taxes—taxes
on telecommunications, natural gas, and electricity usage. Only after that comes revenue from property taxes.

This means Ferguson extracts more revenue from African American renters seeking to heat their homes in the winter, light
them after dark, and talk on their cell phones than it does from those who own the homes themselves. Taken together, these
regressive taxes account for almost 60 percent of the city’s revenue. In contrast, property taxes—which are, at least in theory,
progressive taxes—account for just under 12 percent. The vast wealth of the city, scarcely taxed at all, is locked up in property
that African Americans were prevented from buying for most of its history.

Ferguson Brewing Company on South Florissant Road (Google Street View)
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The Ferguson city budget for 2013-2014 noted that the city had not “recovered” from the loss of $1.5 million annually in tax

revenue dating back to the financial crisis, which began in St. Louis County in 2006. And yet, instead of making up the shortfall

by slashing expenses, the city government responded with renewed spending on, well, the city government. In the last two

years, Ferguson built an $8 million fire station, issued bonds to fund the $3.5 million-dollar renovation of the police station,

and gave all municipal employees (almost half of whom work for the Police Department) an 8 percent raise. The city’s budget

that year also earmarked money to purchase three new Chevrolet Tahoes, presumably including the one Officer Darren Wilson

was driving when he confronted Michael Brown and then shot him with one of the 60 brand-new handguns the city purchased

in 2013.

So much spending on government infrastructure might have been appropriate in a city that was running a budget surplus, but

Ferguson was relying on municipal traffic fines to close the gap between its growing expenditures and its declining revenue.

Ferguson had also been dipping into its designated Parks Fund to cover bond payments and operating expenses, to the tune of a

million dollars per year. But even this could not cover the renovation of the Ferguson Police Department. The city is using

revenue from the Downtown TIF fund for that purpose; what the TIF does not cover will be paid in sales taxes.

The newly elected Ferguson City Council, the first in the city’s recent history to even roughly reflect the city’s racial make-up,

will be burdened by this legacy. Which is not to say that the make-up of the city council does not matter. The problems brought

about by rock-bottom tax assessments, abatements, and TIF bonds are the same ones facing many municipalities, in Missouri

and in other states. They are not unique to Ferguson. They do not make the Ferguson city government especially craven, prone

to poor decision-making, or susceptible to self-dealing. As it happens, however, in recent years the Ferguson city government

has been all of those things. Faced with only bad choices, the Ferguson city government has repeatedly made dreadful ones.

The story of Emerson Electric’s disappearing data center and the financial malfeasance of the Ferguson city government shows

how tools of governance that were intended to harness the power of the market to advance racial equality have often had the

opposite effect. In Ferguson, TIF bonds are serviced by regressive taxes and fines levied on black motorists. In Ferguson,

commercial real-estate taxes are so low that a Fortune 500 company foregoes tax abatements in the name of fairness, while the

city taxes the consumption of ordinary consumers to fill its coffers and those who cannot afford to pay their fines go to jail. In

Ferguson, economic development has been collateralized by the citizenry.

hen cities like Ferguson come to serve as tax havens or bond-underwriters, they come to depend upon the

philanthropic generosity rather than the civic obligations of the corporations located within their limits.

On September 18 of last year, Emerson Electric announced a program of support for early childhood education, jobs for young

people, college scholarships for students from surrounding high schools to study engineering at the University of Missouri–St.

Louis, and outreach to North County entrepreneurs in need of advice about business plans. Emerson’s announcement

concluded with the announcement of a $25 million, 15,000-square-foot addition to the company’s Ferguson campus.

These commitments do represent a substantial improvement. The uprising in Ferguson has led Emerson to refocus its

substantial giving in the St. Louis metropolitan area (previously bestowed upon the Zoo, the Botanical Garden, and the

A visitor to the Emerson campus views a display about the company’s history. (Tom Gannam /
AP)
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Symphony, among others) on the community right outside its gate.

Asked about the company’s response to the uprising in Ferguson, Polzin emphasized “all that Emerson has done in the

community over the years.” And he made the point that Emerson has “been there nearly 70 years and has made a decision to

remain there. Our role there did not start with those Ferguson initiatives.” This commonsense formulation echoes the familiar

axiom that corporations should give back to the community in the form of philanthropy. And Polzin insisted that Emerson

deserves credit for its decision to stay in Ferguson. “The real story in our view is not appraisals or incentives,” he said. “It’s

loyalty.”

But the point isn’t to belittle Emerson’s good intentions—quite the opposite, in fact. Emerson’s Ferguson initiatives, after all, are

substantial and likely to have a consequential effect on the lives of those chosen to receive their benefits. It has been a longtime,

and generous, supporter of the United Way. Emerson itself was recently named one of the United States’ Top 100 Corporate

Citizens by Business Ethics magazine. The company’s gifts to Ferguson, though, provide the opportunity to reflect more broadly

on the idea that philanthropy is a more appropriate form of corporate citizenship than paying taxes.

Emerson’s Ferguson initiatives are the work of a small group of corporate executives who have come to their own conclusions

about what the community needs. This is a fundamentally feudal model of corporate citizenship. The vast resources

concentrated at the top of our society are distributed according to notions of corporate notions of charity and just desserts, in a

pattern that confirms, rather than challenges, the standing order of inequality. For whatever reason, at whatever time, Emerson

can decide to stop funding the programs it supports and do something different with its money. The beneficiaries of corporate

largess are in thrall to their patrons.

The problem goes deeper than that. The kind of giving Emerson is doing may improve sub-standard education and employment

opportunities for African Americans, both of which are products of the city’s long history of racial segregation. But it doesn’t

address the underlying structures that created that segregation and maintained it for so long. If a corporation wanted to

promote lasting change in Ferguson, it could spend money to address abusive policing throughout the St. Louis metropolitan

area, or pay off the outstanding municipal fines of all Ferguson residents. It could fund the construction of affordable multi-unit

housing in Crestwood, the 94 percent white West County suburb from which Darren Wilson drove to work on the day he shot

Michael Brown. It could buy property along West Florissant Avenue from the real-estate holding companies that own it and

make it available on favorable terms to locally owned businesses. It could even ask to have its real estate taxes retroactively

recalculated on the basis of the actual rather than “fair-market” value of the buildings on its Ferguson campus.

If these suggestions sound improbable, even absurd, that’s because no company would ever earmark its donations for purposes

like these. After all, it’s the job of state and municipal governments to initiate projects like these and raise the revenue needed to

make them happen. Corporations shouldn’t have to keep their communities afloat through charitable giving. That’s what taxes

are for, and that’s why paying them is typically considered a civic obligation, not an act of generosity.

The death of Michael Brown drew attention to disenfranchised black communities and overzealous policing all across the

United States. It also opened the way for another long overdue conversation—about the connections between race and real

estate that have become so commonsense as to be able to hide in plain sight.
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