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Preface

In 2007, I experienced one of those fork-in-the-road moments 
that seem to occur when you least expect them. It was another 
day at the offi  ce, sifting through e-mails in the Ford Founda-
tion’s glass palace in Manhattan, where I worked as one of the 
organization’s six directors. As usual, half of my inbox was fi lled 
by advertisements for books, conferences, and consultants prom-
ising to solve society’s problems by bringing the magic of the 
market to nonprofi ts and philanthropy — the masters of the uni-
verse, it seemed, also wanted to be saviors of the world — and the 
other half was fi lled by complaints from those experiencing the 
negative consequences of doing exactly that. Among the latter 
were nonprofi t organizations that couldn’t get support because 
their work didn’t generate a “social return on investment,” com-
munity groups forced to compete with each other for resourc-
es instead of collaborating in common cause, foundation staff  
members alarmed about chief executives recruited from business 
with no experience in philanthropy or any other work for social 
change, and activists who felt passed over by a new generation 
of Samaritans who stopped to calculate how much money they 
would make before deciding whether or not to help. 

The encroachment of business into politics, education, health 
care, and the media had been proceeding apace for twenty years 
or more, but this was diff erent; this time it was personal, because 
it aff ected a lifetime’s work in which I was directly involved. I 
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had spent three decades in Oxfam, Save the Children, the World 
Bank, and the Ford Foundation trying to promote a strong civil 
society, which is another name for the nonprofi ts, social move-
ments, and citizens’ groups of many diff erent kinds that have 
been a pivotal force for good, from the struggle against slavery 
to pro-democracy demonstrations in Iran. Faced by a tsunami 
of pro-business thinking that seemed to threaten the values and 
independence of these groups, what was I to do — keep quiet and 
go with the fl ow, or speak up and hope to infl uence the conver-
sation going forward?

It suddenly struck me that this was more than a simple clash 
of cultures — it had potentially profound implications for the 
success of our eff orts to transform the world in the image of 
love and justice. And in the rush to embrace new approaches 
to philanthropy, some very important older questions were in 
danger of being buried under hype and adulation — questions 
of deep social change and social transformation, of democracy 
versus plutocracy, and of people’s willingness to work togeth-
er on common problems as full and equal citizens, not as cli-
ents or consumers. 

Therefore, I decided to take a closer look at this phenome-
non, and at a stroke turned my gentle transition out of the Ford 
Foundation into an uncomfortable yearlong eff ort to raise some 
diffi  cult and, to some, unwelcome questions. Because nobody 
wants to bite the hand that feeds them or seem out of step with 
the latest fashions of the funders, this debate lies largely hidden 
beneath the surface, which makes it much more diffi  cult to iden-
tify when business thinking can help social change and when it 
can’t. My aim in this book is to bring these questions out into 
the open so that they can be properly discussed, and to show 
why everyone should be concerned about them, not just non-
profi t and philanthropy professionals. I don’t want businesses 
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and the superrich to abandon their social conscience, but I do 
want them to develop more humility and appreciation for the 
complexity of the tasks that lie ahead when using business think-
ing to advance social change. Otherwise, the hype surrounding 
this phenomenon may divert attention from the deeper chang-
es that are required to transform society, reduce decisions to an 
inappropriate bottom line, and lead us to ignore the costs and 
trade-off s involved in extending business thinking into philan-
thropy and civil society. I’m concerned that questions like these, 
and the evidence that underpins them, are not being given a fair 
hearing, and I want to provoke a conversation in which all the 
diff erent positions can be aired. After all, this is the only way 
that new ideas can be tested and reshaped so that they can ful-
fi ll their true potential, even if it turns out to be less signifi cant 
than their proponents often claim. 

Some of my job has already been accomplished for me by the 
biggest fi nancial crisis to hit the world since the Great Depres-
sion, a traumatic event that has thrown cold water over claims 
that markets always regulate themselves, that business protects 
the public good, and that nonprofi t groups must learn transpar-
ency and accountability from Wall Street’s paragons of effi  cien-
cy. At a time when business cannot even fi x itself, one wonders 
why anyone should believe that it can fi x the rest of society and 
its institutions. With America having lost its economic senses 
under its fi rst MBA president, George W. Bush, and started to 
regain them under the community organizer who replaced him, 
Barack H. Obama, it seems appropriate to ask whether America 
or any other country will be better placed to solve its problems 
through the application of more business thinking.

Don’t get me wrong. I don’t say this because I am anti-
business or because I don’t like or admire the example set by 
Bill Gates and other billionaires. Any successful recipe for 
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social transformation must include a well-functioning market 
economy that creates wealth — broadly distributed throughout 
the population — and fosters technological innovation, direct-
ed at socially useful ends. When business puts its own house 
in order in this way, it can have an enormously positive impact 
by increasing the social and environmental value of the goods 
and services it produces, improving the quantity and quality of 
the jobs and incomes it creates, and acting as a good corporate 
citizen — which means paying taxes, obeying regulations, end-
ing monopolies, and removing lobbying from politics. That’s a 
very important point: It has always been civil society and gov-
ernment that have pressed businesses to do these things; and to 
exercise their infl uence eff ectively, both government and civil 
society need to be strong and independent. Only then can they 
exert sustained pressure for accountability and act from a dif-
ferent set of values and priorities. Otherwise, “organized greed 
always defeats disorganized democracy,” as Matt Taibbi puts it.1 
It’s the diff erence that makes the diff erence to society. In fact, 
real transformation will occur when business behaves more like 
civil society, not the other way around. 

The problem comes when businesses and markets under-
take tasks for which they are not well designed — like rebuilding 
the cohesion of communities, strengthening the ways in which 
people care for each other, and pushing for fundamental chang-
es in the economic system itself. Remember the old joke about 
the European Union that puts the British in charge of the food 
instead of the French, the Germans in charge of the entertain-
ment instead of the Italians, and the Italians in charge of the 
administration instead of the Germans? It’s politically incorrect, 
I know, but (speaking as a Brit) still pretty accurate. Expecting 
price competition, the profi t motive, short-term deliverables, 
and supply-chain control to bring about a world of compassion 
and solidarity is, to say the least, a little strange. You wouldn’t 
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use a typewriter to plow a fi eld or a tractor to write a book, so 
why use markets where diff erent principles apply? 

Business can certainly help to extend access to useful goods 
and services, and for that we should be grateful, but claims that 
business will save the world are a dangerous case of hubris. 
Social change requires an orchestra of instruments with a demo-
cratic conductor, not a single, dominant brass section constantly 
playing its own monotonous tune. By exaggerating the benefi ts 
of business thinking in the social sectors, we might unwittingly 
defl ect attention away from the changes that are necessary in 
core business practices and dilute the transformative potential 
of civil society and government. And what would be the result 
of that? Small change — limited advances in society as it is, not 
as it could be if we summoned up the courage to confront the 
deeper problems and inequalities that capitalism creates. Why 
settle for small change when much greater possibilities lie with-
in our grasp? 

Despite these strictures, the business-is-best philosophy 
remains a powerful and seductive hook. It promises to supply a 
new magic bullet that removes the messiness of social change, 
and a route to doing good for others while doing well for your-
self without any of the sacrifi ces that have been necessary for 
progress in the past. That’s an attractive proposition, and also 
a dangerous mirage. Can we compete ourselves into a more 
cooperative future, or consume our way to conserve the planet’s 
scarce resources, or grow our way out of deep-rooted poverty 
and oppression, or fi ght our way to peace? Such ideas are dis-
ingenuous at best and dishonest at worst. As I hope to show in 
the pages that follow, the claim that business thinking can save 
the world is a convenient myth for those who occupy positions 
of great wealth and power; and the constant celebration of rich 
and famous individuals is a dangerous distraction from the hard, 
public work of fi nding solutions, all of us together.
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There are four key points in the argument I am going to 
make:

First, neither philanthrocapitalism, which I defi ne in chap-
ter 1, nor transformative approaches to social change are mono-
lithic. Both contain many diff erent strands, and they engage 
and overlap in the middle, sometimes with positive eff ects and 
sometimes not. These various strands and hybrids have diff erent 
costs and benefi ts, so rather than tilting at windmills by writing 
off  one approach or the other, it is more useful to identify where 
business thinking can advance social change and where it can’t, 
separating out the use of business tools from the underlying 
ideology of the market. This is the subject of chapter 2, though 
it is easier said than done, given the wide variety of terms that 
are used in this debate and the absence of any consensus about 
what they actually mean. 

Second, the hype that surrounds philanthrocapitalism runs 
far ahead of its ability to deliver real results. There is little hard 
evidence that these new approaches are any better at reducing 
poverty and injustice than the governments, foundations, and 
civil society groups that have been working away more quiet-
ly in the background for a generation and more. Yes, they get 
much-needed drugs, microcredit loans, solar-rechargeable light 
bulbs, and the like to people who really need these things, but 
they don’t change the social and political dynamics that deny 
most of the world’s population the hope of a decent life. Chap-
ter 3 reviews this evidence and looks at the impact of philan-
throcapitalism on people’s access to useful goods and services, 
on the strength of civil society, and on national indicators of 
poverty and health.

Third, among the reasons for these disappointing results, 
one seems especially important: the confl icts and trade-off s that 
exist between business thinking and market mechanisms on the 



 preface xiii

one hand, and civil society thinking and social transformation 
on the other. Chapter 4 explores these confl icts in some detail, 
paying particular attention to the damage that is done when a 
radically diff erent logic is applied to civil society as the crucible 
of social movements and democratic politics. There have always 
been areas of life that we deliberately protect from the narrow 
calculations of competition, price, profi t, and cost — such as our 
families and community associations — but in the rush to priva-
tize and commercialize social action and activity, there is a dan-
ger that these fi rewalls will be forgotten. 

Fourth, the increasing concentration of wealth and pow-
er among philanthrocapitalists is unhealthy for democracy. 
When the production of public goods like health and education 
becomes the province of private interests, fundamental ques-
tions of accountability apply. Why should the rich and famous 
decide how schools are going to be reformed, or what kinds of 
drugs will be supplied at prices aff ordable to the poor, or which 
civil society groups get funded for their work? “I remember a 
day,” lamented Robert Reich in American Prospect Online, “when 
government collected billions of dollars from tycoons like these, 
and when our democratic process decided what the billions 
would be devoted to . . . I don’t want to sound like an ingrate 
or overly sentimental, but I preferred it the old way.”2 He has a 
very important point. Weak accountability is the Achilles’ heel 
of all systems for fi nancing social change — new or old, public 
or private — and chapter 5 explores how to deal with this prob-
lem and reconfi gure philanthropy so that it can be more useful 
to long-term social transformation. 

One clear message emerges from these four points: Social 
transformation is not a job to be left to market forces or to the 
whims of billionaires. Perhaps if we supported the energy and 
 creativity of millions of ordinary people, we could create a 
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foundation for lasting progress that will never come through 
top-down planning by a new global elite, however well inten-
tioned. When this principle is accepted and philanthropy is 
reconfi gured to be less technocratic and more supportive of 
people’s own self-development eff orts, then change will come —
 larger than we can control, quicker than we can imagine, and 
deeper than we could ever hope for by reducing everything to 
market forces. So let’s begin.



1

chapter one

Irrational Exuberance
The Rise of “Philanthrocapitalism”

It is six o’clock on a Saturday afternoon, and the Swan 
Lake Fire Department Ladies Auxiliary is cleaning 

up after its latest community rummage sale. Not much mon-
ey changed hands today, but plenty of warm clothes did, much 
needed with the onset of winter in this upstate New York town. 
Prices varied according to people’s ability to pay, and those who 
couldn’t pay at all — like the mother who brought all her money 
in dimes, quarters, and pennies inside a plastic bag — were sim-
ply given what they needed, and driven home to boot. “Imagine 
what this would have cost me at Walmart,” she told her driver.

In some ways, there is nothing special about this story, which 
is repeated a million times a day in civil society groups that 
act as centers of solidarity and sharing. In another sense, it is 
profoundly important, because it represents a way of living in 
the world that is rooted in equality, love, and justice, a radical 
departure from the values of competition and commerce that 
increasingly rule our world. It is not that the members of the 
Ladies Auxiliary are free from concerns about money and what 
things cost — like everyone else, they have to make a living and 



2 small change

raise funds to support their work, and they keep meticulous 
accounts. But when it comes to their responsibilities as citi-
zens, they play by a diff erent set of rules, which are grounded 
in rights that are universal, not restricted by access according 
to one’s income; they recognize the intrinsic value of relation-
ships that can’t be traded off  against production costs or prof-
it; and they live out philanthropy’s original meaning as “love of 
humankind.” Over many generations, community groups and 
social movements have protected these principles in their work 
to attack discrimination and injustice, alleviate poverty, and pro-
tect the natural world.

Across the universe, meanwhile, a very diff erent form of 
philanthropy is taking shape. It has been nicknamed philan-
throcapitalism by Matthew Bishop and Michael Green1, and its 
followers believe that business thinking and market methods 
will save the world — and make some of us a fortune along the 
way. Bobby Shriver, Bono’s partner in the Red brand of prod-
ucts, hopes that sales will help “buy a house in the Hamptons” 
while simultaneously swelling the coff ers of the Global Fund 
to Fight AIDS, Tuberculosis and Malaria.2 Larry Ellison, who 
founded Oracle, thinks that “the profi t motive could be the best 
tool for solving the world’s problems, more eff ective than any 
government”3 — until government has to bail you out, of course, 
as it did for large swaths of American fi nance and industry in the 
aftermath of the fi nancial crash in September 2008.

“If you put a gun to my head and asked which one has done 
more good for the world, the Ford Foundation or Exxon,” says 
Charles Munger, vice chair of Berkshire Hathaway, “I’d have no 
hesitation in saying Exxon,”4 though I can’t think of any oil spills 
that my old employers have dumped into the Pacifi c. “This,” 
says Jeff  Skoll, who co-created eBay, “is our time.”5 There are 
philanthrocapitalists outside the United States, too, like Carlos 
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Slim, the owner of most of the Mexican economy; Nandan 
Nilekani, of Infosys in India; and Shi Zhengrong, of Suntech 
Power in China, who are all “hyper-agents,” according to Bishop 
and Green, smashing through the barriers that have obstructed 
previous eff orts to solve global problems. In this book, I won’t 
be focusing on non-U.S. examples like these because so little 
rigorous information is available on their eff orts, but it is clear 
that the infl uence of philanthrocapitalism is spreading from the 
United States to other parts of the world, just as in earlier gen-
erations of philanthropy. The four richest people in the world 
are philanthrocapitalists — Bill Gates, Warren Buff ett, Carlos 
Slim, and Larry Ellison, with combined assets of $135 billion, 
more than the gross domestic product of some of the world’s 
most populous countries, including Nigeria and Bangladesh.6 
Not all philanthrocapitalists are rich (we’ll meet some of them 
in chapter 2), and not all rich philanthropists subscribe to these 
methods and approaches, but the basic message of this move-
ment is pretty clear: Traditional ways of solving social problems 
do not work, so business thinking and market forces should be 
added to the mix. 

Actually, these traditional ways, like the Ladies Auxiliary and 
social movements dedicated to human rights, have often worked, 
though imperfectly, and if we gave them more support and rec-
ognition, they could work even better — but that’s not what the 
philanthrocapitalists want to hear. Instead, “the real scandal,” 
says Harvard’s Michael Porter, “is how much money is pissed 
away on activities that have no impact. Billions are wasted on 
ineff ective philanthropy.”7 “Charities have failed for decades 
to deliver . . . do we want to continue with the status quo or 
apply some fresh, inherently effi  cient [my italics] and potentially 
very eff ective thinking to fi nd new solutions?”8 This statement 
comes from Kurt Hoff man, director of the Shell Foundation, in 
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a letter to the Guardian in London, though I could have picked 
from any number of statements that are constantly repeated as 
though they represent a simple and straightforward truth. In 
fact, if I had a dollar for every time someone has lectured me on 
the virtues of business thinking for foundations and nonprofi ts, 
I’d be a philanthropist myself. 

This is a very odd way to talk about groups that have cared 
for the casualties of every crisis and recession for a hundred 
years or more, kept communities together in the good times and 
the bad, brought democracy alive in places very large and very 
small, protected the environment from continuous corporate 
degradation, pushed successfully for the advancement of civ-
il and women’s rights, and underpinned every successful social 
reform since slavery was abolished. As far as I can tell, the peo-
ple who make such statements have never worked in groups like 
these, nor have they studied the achievements and history of civil 
society organizations, nor have they experienced the diffi  culties 
of tackling power and inequality on a shoestring and in the face 
of constant opposition. On these grounds, maybe community 
organizers should go work for Lehman Brothers.

Come to think of it, that’s not such a bad idea: It might have 
saved us from the colossal mismanagement and risk taking by 
banks and hedge funds that led to the fi nancial crisis — compa-
nies that were so successful and well managed that, like Lehman 
Brothers and its foundation, they collapsed overnight, leaving 
hundreds of nonprofi ts to face fi nancial ruin — or it might have 
spared us Bernard Madoff  with his massive Ponzi scheme, who 
defrauded Jewish charities of huge amounts of money and caused 
whole philanthropies like the JEHT Foundation to vanish with-
out a trace.9 “In investment banking, it is taken for granted that 
decisions about how to use capital are based on rigorous research 
into performance,” say Bishop and Green in their love poem to 
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philanthrocapitalism; or as we now know, such decisions could 
be based on raw speculation at everyone else’s expense. What is 
“inherently effi  cient” about business thinking and the market? 
That’s just ideology — pure, simple, and absolutely incorrect.

Not all philanthrocapitalists talk or feel this way, but the mix 
of arrogance and ignorance revealed in these quotations sure 
takes some explaining. What lies behind the rise of this phenom-
enon? The philanthrocapitalists are drinking from a heady and 
seductive cocktail, one part “irrational exuberance,” as Robert 
Shiller puts it,10 that is characteristic of market thinking; two 
parts believing that success in business equips them to make the 
same impact on society at large; a dash or two of the excitement 
that accompanies any high-profi le new solution; and an extra 
degree of fi zz from the oxygen of publicity that is created when 
philanthropists get the chance to mix with the world’s richest 
and most famous people. “The new rich have often made their 
money very fast, and get intoxicated by their own brilliance into 
thinking that they can quickly achieve results in the non-profi t 
sector. They forget that their success may be due to luck, and 
that the non-profi t sector may be far more complex than where 
they have come from,” says Mario Morino, head of Venture 
Philanthropy Partners, in a welcome dose of common sense.11 

Shiller used the word irrational in the title of his famous 
book for a very good reason, since he knew that stock market 
bubbles and corrections are caused less by facts and fundamen-
tals than by a popular consensus that becomes disconnected 
from what is happening on the ground. In similar fashion, the 
philanthrocapitalists have latched on to something potentially 
important — that business and the market can have more social 
impact — but have become so caught up in the buzz surround-
ing their ideas that they are ignoring the costs of what they are 
recommending and exaggerating the benefi ts. 
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The advance of capitalism brings many material and tech-
nological rewards, but it also dismantles the social ties and 
sense of common purpose that are essential to healthy and 
well- functioning societies; and in its present form, it promotes 
inequality and individual alienation. The philanthrocapitalists 
see more capitalism as the answer to the problems that capital-
ism has already created, but is this going to be enough? Espe-
cially at times of economic crisis, questions are always asked 
about the undue infl uence of businesses and wealthy individuals, 
the encroachment of the market into every aspect of our lives, 
and the erosion of older traditions of service and civic engage-
ment. It is no coincidence that discussions of Bill Gates’s ideas 
on “creative capitalism” have taken off  just when conventional 
capitalism is experiencing such a loss of public trust. To pros-
per in the future, capitalism must be the servant, not the mas-
ter, of democracy and the public good. That will require more 
government and civil society infl uence over business, and not 
the other way around: more cooperation, not competition; more 
collective action, not individualism; and a greater willingness to 
work together to change the fundamental structures that keep 
most people poor so that all of us can live more fulfi lling lives.

The tide of public opinion in many countries is already turn-
ing back toward the benefi ts of strong government, market reg-
ulation, democratic accountability, and civil society activism 
(whether it stays there is, of course, another matter). High lev-
els of grass-roots participation in Barack Obama’s presidential 
election campaign were, perhaps, a harbinger of things to come, 
as civil societies begin to recover their sense of purpose and self-
confi dence. If these trends continue, philanthrocapitalism will 
face increasing questions about its relevance and reach — most 
important, does it actually work? Can these new approaches 
transform societies, or do they simply treat the symptoms of 
social problems in more effi  cient ways? 
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Philanthrocapitalism vs. Social Transformation

“Since 2005, commitments made through the Clinton Glob-
al Initiative (CGI) have already aff ected more than 200 million 
lives in 150 countries.” In Asia alone, “more than 3.5 million 
people will gain greater access to health services, an estimated 
715,000 children will benefi t from better education opportuni-
ties, over 260,000 adults will learn new job skills, over 250,000 
girls and women will be empowered with better opportunities 
for sustainable livelihoods, nearly 24,000 hectares of forest land 
will be protected by empowering local residents to manage their 
own natural resources, the equivalent of more than 40,000 tons 
of CO2 emissions will be cut, and over 700,000 people will better 
learn to cope with environmental stress and natural disasters.”12 

These statistics, taken from the CGI Web site, which acts as a 
clearinghouse for many business-savvy philanthropists and social 
entrepreneurs (defi ned in chapter 2), say little about the quality 
and sustainability of the improvements that are claimed, but they 
are undeniably impressive. There is justifi able excitement about 
the possibilities for progress in global health, agriculture, and 
access to microcredit among the poor that have been stimulat-
ed by investments from CGI members, the Gates Foundation, 
and others. This kind of work — using business and the market 
to get socially and environmentally useful goods and services 
to more poor people — has become the largest and most visible 
project of the philanthrocapitalists over the last fi ve years. As 
Pierre Omidyar, one of the founders of eBay, puts it, you can 
begin by investing $60 billion in the world’s poorest people “and 
then you’re done!”13

Well, not quite, Pierre. New loans, seeds, schools, and med-
icines are certainly important, but there is no medicine that 
can combat the racism that denies land to dalits (or so-called 
untouchables) in India, no technology that can deliver the public 
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health systems required to combat HIV, and no market that can 
reorder the dysfunctional relationships between diff erent reli-
gions and other social groups that underpin violence and inse-
curity. And that’s the crucial point. Philanthrocapitalism may 
well produce a vaccine against malaria, but there’s no vaccine 
against greed, fear, poverty, inequality, corruption, lousy gover-
nance, personal alienation, and all the other things that plague 
us. Few areas of business expertise translate well into the very 
diff erent world of complex social and political problems, where 
solutions have to be fought for and negotiated — not produced, 
packaged, and sold. And, so far at least, there aren’t many philan-
throcapitalists who are prepared to invest in the challenges of 
long-term institution building, the deepening of democracy, 
or the development of a diff erent form of market economy in 
which inequality is systematically attacked. 

In most of the literature from philanthrocapitalists, the goal 
is saving lives, or promoting access for lower-income groups to 
goods and services that are productive and benefi cial. “The Gates 
Foundation is seen as a venture capitalist,” says Erik Iverson, 
the foundation’s associate general counsel. “In return, what we 
want is lives saved.”14 Capitalism is philanthropic, says  Matthew 
Bishop, because “sooner or later everyone benefi ts through new 
products, higher quality and lower prices.”15 As Jacqueline 
Novogratz concludes, “We should see every poor person on the 
planet as a potential customer”16 — not exactly an inspiring vision 
to get you out of bed, but entirely logical for business.

Staying alive is certainly a necessary condition for social 
transformation, but it is hardly suffi  cient for living a life that is 
fulfi lling, loving, and productive, and neither is increased con-
sumption. That level of fulfi llment requires changes in systems 
and structures, institutions and relationships, and norms and 
values, so that everyone can participate fully in the benefi ts of 
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social, economic, and political life — and care for themselves, 
each other, and the planet in the process. And completing this 
job rests on much more than market forces. Philanthrocapital-
ism focuses on building up the health, skills, and assets of indi-
viduals, and I have some sympathy for this approach, which is 
born out of a desire to avoid the paternalism that infects tradi-
tional philanthropy and foreign aid. For those who benefi t, it 
builds security and self-confi dence, and enables people to make 
their own choices about how they want to spend their money 
and participate in society.17

But the problem is that this approach can only ever reach 
part of the population (usually the already better-off ), because 
there will never be enough money in the system to get ser-
vices to everyone who needs them on a one-by-one basis; it 
often imposes hidden costs on some members of society at the 
expense of many others (especially the less powerful and women, 
whose workload is often increased); and it leaves the structure 
of economic, social, and political life largely unchanged, there-
by maintaining or increasing inequality even if absolute pover-
ty goes down. If you wait to tackle injustice and discrimination 
until everyone has more assets, it will already be too late, since 
as history shows, economic growth rarely removes these prob-
lems by itself. Sadly, deep-rooted patterns of greed, corruption, 
racism, sexism, homophobia, and hatred do not disappear as 
incomes and other assets grow, so unless philanthrocapitalism 
digs more deeply into the fabric of social change, it is in dan-
ger of replicating, not transforming, existing patterns of pow-
er and inequality, even if more people have access to the loans, 
medicines, tools, and textbooks that they so desperately need. 

“We literally go down the chart of the greatest inequities 
and give where we can eff ect the greatest change,” says Melin-
da Gates of the Gates Foundation,18 except that some of the 
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greatest inequities are caused by the nature of our economic 
system and the inability of politics to change it. Global poverty, 
inequality, and violence can certainly be addressed, but doing 
so requires the empowerment of those closest to the problems, 
as well as the transformation of the systems, structures, values, 
and relationships that prevent most of the world’s population 
from participating equally in the fruits of global progress. The 
long-term gains from changes like these will be much greater 
than those that fl ow from improvements in the delivery of bet-
ter goods and services, but only the most visionary of philan-
throcapitalists have much incentive to transform a system from 
which they have benefi ted hugely. 

Business is certainly innovative in fi nding more effi  cient and 
profi table ways of doing the same kinds of things within the 
constraints and opportunities of the existing economic system, 
and these innovations will have some social impact, but business 
rarely innovates in the areas that lead to social transformation. 
They require a much more fundamental questioning and re imag-
in ing of how things are done. And the individual approach fails 
to recognize the power of collective action (whether organized 
through civil society or government), which can change the hori-
zons of whole communities by implementing new laws and regu-
lations, changing values and relationships, and cementing political 
coalitions and alliances from which everyone can benefi t. 

Indeed, when we look at examples of philanthropy that really 
make a diff erence, we see that they can’t be measured at all by 
the yardsticks of business and the market. I’m thinking of groups 
like SCOPE (Strategic Concepts in Organizing and Policy Edu-
cation) and Make the Road New York, both in the United States, 
which build grass-roots organizations, leadership, and alliances 
in communities that are most aff ected by social and economic 
injustice in Los Angeles and New York. Established after the 
Los Angeles riots in 1992, SCOPE addresses the “root causes 
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of poverty” by nurturing new “social movements and winning 
systemic change from the bottom up.”19 It has involved almost 
one hundred thousand low-income residents in community 
action to secure a $10 million workforce development program 
with the DreamWorks Entertainment Corporation; developed a 
regional health care program funded by local government; initi-
ated the Los Angeles Metropolitan Alliance to link low-income 
neighborhoods together in order to infl uence regional solutions; 
and launched the California State Alliance, which links twen-
ty similar groups throughout the state to develop new ideas on 
environmental policy, government responsibility, and reforms 
in taxation and public spending.

Make the Road New York opened its doors in 1997 in the 
Bushwick section of Brooklyn to build the skills and strength 
of immigrant welfare recipients, but soon expanded its focus 
to combat the systemic economic and political marginalization 
of residents throughout New York. Since then, it has collected 
over $1.3 million in unpaid wages and benefi ts for low-income 
families through legal advocacy and secured public funding for 
a student success center to meet the needs of immigrants.20 Both 
organizations are part of the Pushback Network, a national col-
laboration of community groups in six states that is developing 
a coordinated strategy to change policy and power relations in 
favor of those they serve from the grass roots up.

Outside the United States there are lots of similar examples. 
Take SPARC (the Society for Promotion of Area Resource Cen-
tres) in Mumbai, India, which has been working with slumdwell-
ers since 1984 to build their capacity to fi ght for their rights 
and negotiate successfully with local government and banks.21 
SPARC — whose motto is “Breaking rules, changing norms, 
and creating innovation” — sees inequality as a “political condi-
tion,” the result of a “deep asymmetry of power between diff er-
ent classes,” not simply “a resource gap.” SPARC has secured 
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large-scale improvements in living conditions (including over 
fi fty-fi ve hundred new houses, security of tenure for many more 
squatters, and a “zero-open defecation campaign”); but just as 
important, it has helped community groups to forge strong links 
with millions of slumdwellers elsewhere in India and across the 
world through Shack/Slum Dwellers International (SDI), a 
global movement that has secured a place for the urban poor at 
the negotiating table when policies on housing are being devel-
oped by the World Bank and other powerful donors.

Housing is just a concrete expression of a much deeper set 
of changes that are captured in the following quotation from 
Arif Hasan, who works with SDI from his base in Karachi, Pak-
istan. “Traveling in diff erent parts of the city as I did,” he wrote 
after the unrest that followed Benazir Bhutto’s assassination in 
December 2007, “you see nothing but burnt-out cars, trucks 
and trailers, attacked universities and schools, destroyed fac-
tories and government buildings and banks, petrol pumps and 
‘posh’ outlets — all symbols of exploitation: institutions where 
the poor cannot aff ord to study; businesses where they cannot 
get jobs; government offi  ces where they have to pay bribes and 
where they are insulted and abused. This is not a law and order 
situation, but an outpouring of grief and anger against corrup-
tion, injustice and hunger. . . . This is a structural problem that 
requires a structural solution.”22

Groups like these do deliver tangible results such as jobs, 
health care, and houses, but more important, they change the 
social and political dynamics of places in ways that enable whole 
communities to share in the fruits of innovation and success. 
Key to these successes has been the determination to change 
power relations and the ownership of assets, and to put poor 
and other marginalized people fi rmly in the driver’s seat — and 
that’s no accident. Throughout history, “it has been the actions 
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of those most aff ected by injustice that have transformed sys-
tems and institutions, as well as hearts and minds,” as the Move-
ment Strategy Center in California puts it.23

Symptoms vs. Causes

What do these stories have to tell us? First, that it is perfectly 
possible to use the market to extend access to useful goods and 
services. Second, that few of these eff orts have any substantial, 
long-term, broad-based impact on social transformation. The 
reason is pretty obvious: Systemic change involves social move-
ments, politics, and government, which these experiments gen-
erally ignore. One route alleviates the symptoms of some social 
problems more effi  ciently but leaves the deep structures of soci-
ety pretty much intact; the other attacks the causes of social 
problems and tries to transform the systems that produced them. 
When you think about it, the latter is actually the most cost-
eff ective route to social change, even if it takes longer and has 
many detours along the way. 

Best of all are eff orts like Shack/Slum Dwellers International 
and the others described above, which address both short- and 
long-term needs by linking together individual and collective 
action, service provision, asset building, advocacy, and empower-
ment. We “don’t have to die in service to some abstract concept 
of social justice,” as someone once put it to me when discuss-
ing philanthrocapitalist investments in getting drugs to peo-
ple suff ering from HIV; instead, we can address the production 
and distribution of these things in ways that also address social 
inequalities, build local economies, and strengthen the capac-
ity of national health systems for the future. This is especially 
important where governments are weak and people lack access 
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to essential services, as in much of the developing world, because 
immediate relief may be an essential precondition for their par-
ticipation in long-term social action. But it is that long-term 
social and political action that matters most of all. 

No great social cause was mobilized through the market 
in the twentieth century. In the United States, the civil rights 
movement, the women’s movement, the environmental move-
ment, the New Deal, and the Great Society were all pushed 
ahead by civil society and anchored in the power of government 
as a force for the public good. Business and markets play a vital 
role in taking these advances forward, but they are followers, 
not leaders, instruments in the orchestra, but not conductors. 
No lasting change has been successful without large numbers of 
people acting consciously and collectively around human values 
of solidarity and social justice, not market values. Markets are 
a great way to do some things, but not to fashion communities 
of caring and compassion. 

Would philanthrocapitalism have helped to fi nance the civ-
il rights movement in the United States? One hopes so, but it 
didn’t fi t any of the criteria that are at the top of the philan-
throcapitalists’ agenda: It wasn’t data driven, it didn’t operate 
through competition, it couldn’t generate much revenue, and it 
didn’t measure its impact in terms of the numbers of people who 
were served each day — yet it changed the world forever. Real 
social change happens by deepening this kind of broad, demo-
cratic movement and when disadvantaged groups gain enough 
power to eff ect structural changes in politics and economics. 

Will societies be better placed to solve their problems when 
social activists are replaced by social entrepreneurs, when col-
lective action is replaced by household asset building, when 
politics is replaced by technocracy, when mutuality is replaced 
by individualism, and when cooperation is replaced by com-
petition? Such shifts are not inherently or always wrong, but 
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they are certainly inappropriate as generalizations about social 
change and how best to support it, because business thinking 
and social transformation operate on entirely diff erent logics. 

To put it very simply, civil society and the market are asking 
diff erent questions, not simply fi nding diff erent answers to a ques-
tion they hold in common about providing goods and services 
with more social impact. The failure to recognize this distinc-
tion undermines the long-term impact of market-based solu-
tions to social and political problems. Is philanthrocapitalism 
a boundary-breaking movement or a symptom of a disordered 
and profoundly unequal world? It hasn’t yet demonstrated that 
it provides the cure for global problems, that’s for sure, but its 
proponents could argue that such judgments are severely prema-
ture. Nevertheless, changing the deep dynamics of poverty and 
dispossession is the test that all revolutionary ideas must pass.
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