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Dedication

This book is dedicated to the few men and women who over the centuries
dedicated their lives to improving the lot of humanity by making scientific and
technological progress. Throughout time, technology and science have been the
only real and effective mechanisms for creating wealth and delivering benefits to
society. Therefore, it is those people who made progress on this front who
deserve to be classified as the most relevant benefactors of humanity.
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INTRODUCTION

Human beings have since the earliest of times endeavored to uncover the
causes of prosperity. Due to this question’s overwhelming importance, over the
millennia some of the best thinkers have dedicated their lives to pondering the
matter and they have progressively formulated ever more complex ideas. In the
16th century economic ideas began to take a more elaborate form and evolved
into theories. In the following centuries the number of books on economics
rapidly grew and economists’ knowledge did likewise. By the early 21st century,
economists understood vastly more than their counterparts of past centuries,
but still none of the theories they produced could provide clear guidelines on
how to attain fast and sustained economic growth. Below, a quick review of
some of the more accepted theories shows that there are perhaps more excep-
tions than not, and none of the theories alone can account for much of history.

Economic growth is the key to prosperity and by the early 2000s several
countries enjoyed a very prosperous existence relative to other nations. Living
conditions in these nations had improved enormously; famines and epidemics
had disappeared. However, relative to the aspirations of the average person,
prosperity had not been attained. Even the most developed countries were
enduring high levels of unemployment or underemployment. In the nations that
were less developed, the situation had not improved much, over all.

History is the best tool that society possesses for identifying and analyzing
the factors that have made human existence so painful. Living conditions
worldwide were miserable and largely stagnant up to the 18th century, but there
were small fluctuations of the economy. Hundreds of variables interplayed
simultaneously and it is the task of scientists to discover which among those
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variables most contributed to, or allowed for, the small improvements in living
conditions — and which delivered the opposite result. In the 19th and in par-
ticular the 20th century, the fluctuations became much larger and information
by which to judge events was more abundant. This expanded the possibilities for
identifying a common denominator that may have been present whenever there
was progress, and absent when there was not.

The research that led to this book concentrated on analyzing the economic
history of several nations. At first, the research focused on East Asia because by
the early 1990s this region was attracting attention worldwide for its fast eco-
nomic growth in the preceding decades. In 1991 the World Bank undertook a
major research effort intended to find out why this region had grown faster than
all others since the end of World War II. The fact that the World Bank failed to
uncover a common denominator induced several academics to claim that even if
a denominator would be found for the case of East Asia, it did not guarantee that
the causality of growth had been found, because it was just one region from a
total of ten.

The author therefore began to research other regions. Western Europe and
North America were chosen because of their developed status. By the 1990s
these two regions were the wealthiest in the world, having attained the fastest
economic growth in the preceding two centuries. After having analyzed most of
the developed world, the author turned his attention towards Russia and
Eastern Europe. Once that was completed, it was the developing nations’ turn.
South Asia, Southeast Asia, Latin America, Sub-Saharan Africa, the Middle East
and Southeast Asia were analyzed.

A few countries were selected from each region for detailed analysis. The
countries were selected based on their economic performance and their impor-
tance in international affairs. That meant selecting those which had attained the
fastest rates of growth during the 19th and 20th century and/or which had the
greatest impact on world politics. For East Asia, emphasis was placed on Japan
and China; but South Korea, Taiwan and Hong Kong were also investigated with
relative depth. For Western Europe, the accent fell on Germany, France and
Great Britain. For Eastern Europe, priority was given to Russia and for North
America on the United States. India was at the core of the research on South Asia
but Pakistan and Bangladesh were also covered. For Latin America priority was
given to Mexico, Brazil and Argentina. For Sub-Saharan Africa the emphasis fell
on South Africa, Nigeria, and to a lesser extent on Botswana and Equatorial
Guinea. In the Middle East the accent was placed on Egypt and Iran but Libya,
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Israel, Saudi Arabia, the United Arab Emirates, Qatar and Bahrain were also
covered. For Southeast Asia the priority was set on Indonesia, Thailand,
Vietnam, Singapore, Malaysia and the Philippines. Practically all of the
remaining countries from all regions were also analyzed, albeit not as thor-
oughly.

This book is divided into two parts. The first part analyzes the most com-
pelling ideas and theories on what have been considered causal variables of
growth. It summarizes these ideas pedagogically and tests them against the his-
torical data. The results of these analyses are troubling, because they reveal a
weak or very inconsistent correlation between theory and reality. Even ideas
that are considered ultimate truths by mainstream economic schools are easily
shaken by contrary examples.

The second part of the book presents a collection of statistics. After a
review of hundreds of books and documents on economics, economic history
and history, it became evident that economic statistics had never been elabo-
rated in an orderly and consistent fashion. Even academics who specialize in
individual countries almost never present a set of statistics covering the whole
20th century — and for the previous centuries, the data is even more chaotic.
The World Bank in its yearly World Development Report presents the most
organized set of statistics for the vast majority of countries in the world, but
interested readers must have at their disposal several of these Reports in order to
compare the statistics of the last four decades of the 20th century. For the 1950s
and previous decades, the World Bank has nothing to offer. The World Bank
data is also problematical in that it provides too many economic variables. Most
specialists and non-specialists, who want to look at the fundamental variables,
tend to get lost in the mass of data.

The second part of this volume seeks to fill that gap. It presents long-term,
medium-term and short-term statistics of all the nations of the world. They
cover periods of ten years, fifty years and one hundred years. The fundamental
economic variables such as GDP, manufacturing, agriculture, services, exports,
inflation, unemployment and population are covered. The charts display the
variables that have been more frequently presented as determinant for the
attainment of prosperity. Most figures are presented on an average annual rate
basis, which allows for easy comparison through time and space. Charts are
structured chronologically and there is one for each nation. There are ten charts
for each region of the world and two for the world as a whole.
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The use of precise numbers is becoming more common in economics and in
the social sciences because figures are fundamental for the harnessing of ideas.
Statistics supply at a glance a general idea of what took place and people no
longer have to speculate in a vacuum. The conclusions extracted from the
analysis of these statistics are highly unorthodox and iconoclastic. They are a
clear example of what takes place when ideas are solidly based on the facts.
When the facts are clearly known, a whole new world of possibilities emerges.

The history of science shows that without an adequate knowledge of the
facts it is impossible to establish cause and effect linkages for any given phe-
nomenon, and when the causality of a situation is not known it is very hard for
society to progress. The progress of humanity is the result of science and tech-
nology, and these two (in particular science) cannot move forward if they are not
supplied with organized data that reflects the development of events in the
world.

METHODOLOGY FOR PREPARING THE CHARTS

The data used to prepare the historical charts came from numerous
sources. For the period running from the 16th century to the mid-20th century, it
was extracted from economic, history and economic history books. For the
second half of the 20th century most came from the publications of international
organizations such as the World Bank, the Organization for Economic Cooper-
ation and Development, the International Monetary Fund, the World Trade
Organization, the United Nations’ specialized agencies, research institutes and
country statistical publications. Books and journals also supplied a considerable
amount of data for this last period.

Although international standards of coverage, definition, and classification
apply to most statistics reported by international agencies, governments and
other sources, there are inevitably differences in timeliness and reliability arising
from differences in the capabilities and resources devoted to basic data col-
lection and compilation. Competing sources of data required review to ensure
that the most reliable data available were presented. In some instances, where
available data are deemed too weak to provide reliable measures of levels and
trends or where they did not appear to adequately adhere to international stan-
dards, the data are not shown. Because data quality and inter-country compar-
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isons are often problematic, readers are encouraged to consult the notes in the
charts.

Even though some territories such as Hong Kong are not politically inde-
pendent, they were presented in a similar way as sovereign countries because
authorities report separate economic statistics and because of their relevance to
the main goal of this book. This book’s priority is to present information on eco-
nomic growth; and economies such as Hong Kong attained an impressive rate of
growth in the 20th century.

There is a chart for practically every country in the world except the
smallest, many of which were not included because of the scarcity of infor-
mation, their lack of relevance in world affairs, and their unimpressive economic
performance. The charts concentrate fundamentally on showing the long-,
medium- and short-term development of the main economic indicators of the
world, as a whole, by region and by country.

The variables that are of most interest are gross domestic product, manu-
facturing and agriculture. Data on population, inflation, unemployment, exports,
services, construction and life expectancy are also compiled, although in a less
time-consistent way. Charts are structured chronologically and there is one for
each nation. Each nation's chart was constructed by compiling data extracted
from numerous statistical sources and assembling it in an organized and
coherent way.

The charts are offered in an effort to display the variables that have been
most frequently presented as determinant for the attainment of prosperity. Most
figures are presented on an average annual rate basis in order to make them more
amenable to comparison. One variable is presented as a proportion of the total
workforce, which also allows for easy comparisons among nations of different
size and over different periods of time. For reasons of simplification, manufac-
turing is abbreviated as Man, gross domestic product as GDP, agriculture as Agri,
population as Pop, inflation as Inf, exports as Ex, services as Serv and construction
as Const. The one variable that is not measured on an average annual rate basis is
unemployment; it is abbreviated as Unem. Unemployment is measured as a share
of the total workforce. Life expectance is not abbreviated.

Gross domestic product is gross value added, at purchaser prices, by all
resident producers in the economy plus any taxes and minus any subsidies not
included in the value of the products. Agriculture is all farm activity, including
also forestry and fishing. Manufacturing is similar to the traditional definition of
industry but does not include mining and construction. Manufacturing is all
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production that takes place in a factory. Services are all intangible activities that
do not fall into agriculture, manufacturing or construction. Construction is all
building activity. Exports represent the value of all goods provided to the rest of
the world. Population includes all residents living in a country, regardless of
legal status or citizenship. Inflation is the increase in prices. Unemployment is
the share of the workforce that is involuntarily jobless. Life expectancy is the
amount of years that on average a population lived at a given time.

In order to structure chronologically consistent statistics for nations in
Eastern Europe, the former USSR and South Asia as well as for several in East
Asia, Southeast Asia, Latin America, Sub-Saharan Africa and the Middle East,
merely assembling and organizing data was not enough. Because these countries
distorted market forces in a very large way during much of the 20th century, the
official figures were not representative of reality. Being highly inflated, these
figures were not comparable with the nations that attained the highest levels of
efficiency. In consequence the official figures were recalculated so that they
would be compatible with the most market-driven economies in the world.

Figures were reconstructed in proportion to the differing levels of market
distortion that were experienced. The figures were reduced the most for coun-
tries such as those in the former USSR, Eastern Europe and East Asia that prac-
ticed central planning. Despite the differences of view among particular
Western specialists on communist countries, the large majority have stated that
about half of the goods produced in those countries were not capable of being
consumed due to their low quality. As a result the official figures were reduced
by about half. The discounting was also done in proportion to the level of dis-
tortion through time. In the USSR the distortions were the highest in the 1930s
and 1940s while for Eastern Europe and China they were the highest in the 1950s
and 1960s.

For most developing countries the statistics were shrunken the most
during the 1950s, 1960s and 1970s because these were the decades when the
economy was most distorted by trade barriers, state enterprises and regulation.

The discounting for developing and for communist countries was so
large that it was decided to present the discounted and the official GDP figures
separately. The official statistics are presented in brackets. Only the GDP figures
were reconstructed. Rates of output of manufacturing, agriculture and of all the
other variables were left as the official figures presented them. The term “official
figure” does not necessarily mean that the source was the government. In this
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essay information provided by the World Bank and similar sources were also
considered “official.”

Much effort was made to standardize the data, but full compatibility
cannot be assured and care must be taken in interpreting the indicators. Many
factors affect data availability, comparability and reliability. Statistical systems
in many developing economies were still weak even in the 1990s and the further
back we go in time, the less reliable is the information. Cross-country and inter-
temporal comparisons involve complex technical and conceptual problems that
cannot be resolved unequivocally. For these reasons, although the data are
drawn from the sources thought to be most authoritative, they should be con-
strued only as indicating trends and characterizing major differences among
economies rather than offering precise quantitative measures of those differ-
ences.

Efforts at elaborating statistics for the 16th, 17th and 18th century are inev-
itably condemned to imprecision. With respect to the differences among nations
and with respect to the statistics from the 19th and 20th century (which are
endowed with a relatively high level of precision), all the figures presented in
this book are compatible with the consensus agreed by practically all economic
historians.

The vast majority of the growth rates presented in this book are derived
from the compilation of existing published rates. When there were no available
rates or when the existing ones did not appear to be consistent with the non-sta-
tistical information describing the economic situation of that period, rates were
computed using the least-squares regression method. This method was used
wherever a sufficiently long time series exists to permit a reliable calculation.
The least-squares growth rate, r, was estimated by fitting a linear regression
trend line to the logarithmic annual values of the variable in the relevant period.
The calculated growth rate is an average rate that is representative of the
available observations over the entire period. It does not necessarily match the
actual growth rate between any two periods. The regression equation takes the
form

InXt=a+bt

The large majority of the compiled data had to be reorganized because it
comprised periods that lacked significance. Even the World Bank was not
capable of providing information for every decade in an organized form. Instead
of supplying a figure for the 1960s, for example, they provide one that covers the
period 1960-70. As for books of economic history, they usually provide periods
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such as 1947-58, 1918-38 or 1870-1914. Even economic historians wishing to see
the big picture tend to present figures that are not very useful for cross-country
comparisons. Angus Madison, for example, in L’Economie Chinoise — Une Per-
spective Historique, provides useful figures of the 18th century for China, India
Japan, the US and Europe, but the time span is 1700-1820. The large majority of
the mathematical work in this book consisted in adding, subtracting, stitching
the pieces together, and calculating averages.

The World Bank’s World Development Report was the only source that
supplied data on several variables and on numerous nations, but even that is only
for the period 1960-99. Other international organizations have provided infor-
mation for numerous nations, but only for one particular variable presented in
this book and at most covering the second half of the 20th century. For all the
preceding time the great bulk of the information even for a particular country
and for just a single variable, like GDP, usually came from numerous sources.
Even short periods of time such as the 1940s, the 1910s or the 1850s were fre-
quently not found in such a form in any particular book.

This book aims to assist people who are interested in measuring the effec-
tiveness of policies. Therefore, to measure the average of every region, each
economy was given the same weight. History shows that population size, geo-
graphic size, economic size or a combination of the three does not have an effect
on the rate of economic growth. A wrong economic policy delivers the same neg-
ative effects in a country with an insignificant population as in one teeming with
people; an effective policy delivers impressive results independent of the geo-
graphic location and size of the economy.

Only in one region (North America) were all of the countries belonging to
that region included in the calculation of the regional average. Although in the
other regions not all countries were included, the large majority of the economies
in those regions were analyzed. For the region of Oceania however, only Aus-
tralia, New Zealand and Papua New Guinea were averaged. In this region there
are dozens of small islands that were not covered, and for a number of reasons.
Nauru was the only of these islands to be analyzed, because of its impressive
growth in the 1970s and 1980s. However, it was left out of the average because
the evidence suggests that the numerous other islands attained modest rates of
growth. Nauru’s rates of growth in the second half of the 20th century are also
considerably higher than those of the only three large countries in Oceania. Since
Nauru’s growth rate was not representative of those of the numerous islands
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that were not included, it was left out of the average of the region in order to
avoid an obvious distortion.

For the region of Eastern Europe and the former Soviet Union, in the 1990s
the average includes the fifteen countries that emerged out of the Soviet Union
even though only Russia appears in the charts.
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ON EcoONOMIC GROWTH

THE NATURE OF ECONOMICS

Economics has been defined in numerous ways, but perhaps the most
rational way of summarizing its nature is to describe it as the science that makes
possible the improvement of living conditions. Since economics inquires into the
causes of economic growth, and growth is the factor that most improves living
conditions, it follows that this is the scientific discipline that seeks to supply
society with material welfare. Through history, only when growth took place
did nations reduce famine, improve housing, ameliorate health, improve edu-
cation, diminish poverty, decrease unemployment or become wealthy.

Economic growth is the increase in the total production of goods and ser-
vices that a nation attains. It can be measured in several ways, but measuring it
in percentage terms most aptly renders the figures comparable over time and
among different countries.

Government bodies such as the Ministry of Commerce, the Ministry of
Economics or the Central Bank elaborate GDP statistics. Many government min-
istries work on a quarterly basis and every three months they publish the latest
GDP statistics together with several others that measure unemployment,
inflation and other macroeconomic variables. To measure the performance of an
economy and the worthiness of policies, however, it is useless to look at a yearly
tigure or less still a quarterly statistic. Economists are interested in seeing the big
picture and for that they need to analyze a longer period (such as a decade, or
more) to appreciate the long-term effect of policies.

13
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Economic growth is by far the most important matter for any nation, but
growth in itself means little. If a nation grows by 0.1% annually, as Europe seems
to have done from the tenth to the fifteenth century, it will never get out of
poverty. The rate of growth must be much faster for it to deliver the desired
results. Most nations of the world attained very slow rates of GDP during all of
history up to the 18th century; and that is why living conditions remained prim-
itive. Life expectancy for most of the populace was barely twenty years during all
that time. It was only in the 19th century that a few nations started experiencing
rates of 2% or more. The US, for example, was the fastest growing nation in the
19th century and the economy expanded on average by about 4.5% per year. In
the 20th century the US grew by about 3.5% per annum. During the period 1800-
2000, no other nation — with the exception of Luxembourg — managed to grow
as fast as the US, and that is why by the year 2000 the US was the second
wealthiest country in the world. Luxembourg was the wealthiest, on a per capita
basis.

EFFICIENCY AND INFLATION

Economics also pursues goals other than deciphering the causes of growth.
It looks for ways to increase efficiency as much as possible and to control
inflation.

Raising efficiency is a relevant effort because resources are not unlimited.
However, history does not give any indication that the prosperity of a nation is
dependent on attaining high levels of efficiency. During the years 1920-39, in the
Soviet Union, for example, efficiency decreased significantly and the quality of
production also suffered considerably. In spite of that, the economy grew in an
unprecedented way, averaging about 7% per year in real terms. (The official
figures were much higher — 15%; but Western economists subtracted more
than half in order to discount for the vast amount of goods and services that were
of a quality too low to be accorded any value.) Even though the USSR had the
lowest levels of efficiency in the world, the economy grew faster than in all other
nations. !

Taking a long-term view of communism reveals as well how marginally
useful is the enhancement of efficiency. During the seventy-year history of the

1. Clarke, Roger : Soviet Economic Facts 1917-70, Macmillan, London, 1972, p. 6-9.

14
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Soviet Union, efficiency was lower than in any other similar period in Russia’s
history. In spite of that, the country’s economy grew and living conditions
improved more than ever before. 2

Similarly, efficiency in China and Vietnam, during the second half of the
20th century, was lower than in any previous fifty-year period of their history
due to the practice of central planning, import substitution and other compe-
tition-hindering practices. In spite of that, economic growth was unprecedented
and living conditions improved more than ever before. By contrast, during the
years 1900-49, competition in China and Vietnam was very high and efficiency
was also high as a result of free trade and free market policies practiced by the
foreign powers occupying China’s coast. In Vietnam and in the rest of Indochina,
the French colonial authorities practiced the same policies. In the non-coastal
part of China under the control of the Manchu dynasty and the different govern-
ments that followed, policies were not as liberal as along the coast, but there
were few regulations. In spite of that China, grew by a mere 0.5% annually and
Vietnam by 0.8%. In the years 1950-99, the respective figures were 4.9% and
2.8% in real terms (the official figures were almost twice as high). Despite the
massive waste of resources in the second half of the 20th century, the economy of
China and Vietnam grew significantly faster. >

Also worth noting is that during the course of the second half of the 20th
century, the large majority of countries in the world progressively exposed their
economies to higher levels of competition. That was accompanied by a pro-
gressive increase of efficiency. However, the economic growth in the large
majority of countries progressively decelerated, the rate of technological devel-
opment diminished, and the pace by which living conditions improved slowed.

The above obviously must not be understood to mean that competition-
hindering practices deliver positive results; there are countless examples in
which countries practiced free trade and free market policies and attained faster
growth GDP rates than the countries just mentioned. Throughout history
worldwide, high efficiency has been more frequently accompanied by fast
growth than low efficiency. However, the examples previously mentioned as
well as others show that efficiency is not a fundamental factor in delivering pros-
perity to a nation. The evidence shows that its role is of a secondary importance.

2. Clarke, Roger & Matko, Dubravko: Soviet Economic Facts 1970-81, Macmillan, London,
1983, p. 6-15.

3. Perkins, Dwight (ed): China’s Modern Economy in Historical Perspective, Stanford University
Press, Stanford-CA, 1975, p. 46, 222.
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Economics also covers inflation, which is the movement of prices in an
economy. Fast-rising inflation is seen as an adverse situation because it increases
income inequalities and delivers other effects that are generally considered unde-
sirable. A high rate of inflation is usually defined as more than 3% per year and
the ideal level is usually thought to be somewhere between 0% and 3%. In the
1990s, the US averaged a rate of inflation of about 3% per year, Germany 3%, and
Japan just 1%. Not all nations, however, succeeded in controlling inflation so
well. Some, like Russia, averaged a yearly rate of 414%. Under such conditions,
prices for food, television sets, electronic equipment, automobiles, medical ser-
vices, airplane tickets and everything else rise almost on a daily basis. It is indeed
a highly problematic situation for consumers and producers alike. *

Many economists have asserted that low inflation is a precondition for
growth. However, a correlation with fast growth cannot be found. During the
roughly thousand-year period of the Middle Ages in Europe, there was abso-
lutely no inflation and in spite of that there was no economic growth. Prices in
the rest of the world also remained stable up to the 18th century; but the
economy remained stagnant and, as a result, living conditions did not improve. >

In the 20th century the world experienced by far the fastest rate of
inflation in history, and it was then that the world economy grew by far its
fastest pace. Argentina makes this particularly evident; in the 20th century it
attained one of the highest rates of the inflation in the world, averaging about
77% per year. In spite of that, it was in that century that Argentina’s economy
grew at the fastest pace. In the 18th century, when inflation was zero, the
economy was stagnant while in the 20th century it grew by about 2.5%
annually.®

When analyzing shorter periods and particular countries, the absence of a
correlation becomes evident. South Korea during the 1970s experienced a high
rate of inflation — about 18% per year; but the economy grew at the impressive
pace of 10% annually, and as a result living conditions improved noticeably.
Inflation in Saudi Arabia and Oman in the 1970s was even higher, averaging
about 25%; but the economy grew by about 12% annually. In the 1970s inflation
in Brazil was about 32% annually, but the economy grew by 8% and poverty

4. LOCDE en Chriffres 2001, OCDE, Paris, 2001, p. 52.

5. Ramsey, Peter: The Price Revolution in Sixteenth Century England, Methuen & Co., London,
1971, p. 38-41.

6. Output and Population, The Economist, 31 December 1999, p. 147.
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decreased like never before. In Japan, on the other hand, where inflation was just
19 in the 1990s, the economy grew by less than 29%. 7

The above however must not be understood to mean that inflation delivers
positive results; there are countless cases in the 20th century in which high
inflation was accompanied by stagnation or recession. In Chile, for example,
during the 1970s, inflation averaged about 243% per year and the economy
expanded by less than 2%. In Bolivia in the 1980s inflation of 392% was accom-
panied by a widespread stagnation of the economy, and in Argentina during the
same decade inflation of 335% was paralleled by a contraction of about -1%
annually. In Russia during the 1990s triple-digit inflation was accompanied by a
terrible recession, the worst in the country’s history. Yugoslavia in the 1990s
experienced hyperinflation of eight digits and the economy contracted by about
-2%. 8

History shows that low inflation or an absence of inflation is usually bene-
ficial for a nation, but it is not fundamental or even important for the well-being
of a population. That does not meant that governments should not seek to
control prices; but it is evident that the priority for a country is attaining the
fastest possible rates of economic growth and inflation plays practically no role
in that.

History nonetheless shows that it is possible to attain the best of all pos-
sible worlds (fast growth with low inflation). Examples include the US during
the last twenty years of the 19th century, when the economy grew by almost 8%
per year and inflation was at 0%. In more recent times there is the case of Italy in
the 1950s, where the economy averaged about 7% annual growth and inflation
was at 3%. In Germany in the 1950s, growth was at 8% while inflation was only
29%. Hong Kong, Taiwan and Singapore grew in the 1960s by about 10% and
inflation was just 2%. Even in the long term such double success is possible, as
shown by the case of the US from 1850 to 1899, when there was zero inflation
but the economy grew by 6%. In Singapore during the second half of the 20th
century, inflation was at 296 while GDP expanded by 8%. °

7. World Development Report 1981, The World Bank, Washington D.C., 1981, p. 135-137.

8. World Development Report 1981 ¢» 2000 — Basic Indicators, The World Bank.

9. Hardach, Karl: Wirtschafts Geschichte Deutschlands im 20. Jahrhundert, Deutschland, Vonden-
hoeck und Ruprecht, 1979, p. 192.
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FAST AND SUSTAINED

Fast and sustained economic growth is the bottom line for prosperity. The
concept of “sustained” must be understood as a period of at least a decade. The
concept of “fast” must also be clearly defined, because the term “economic
growth” is often mis-used and misunderstood. On numerous occasions nations
have attained sustained rates of 1%, 2% or even higher while living conditions
deteriorated. Those situations have driven many people to conclude that growth
in itself cannot solve the fundamental problems of a country.

However, it is a bit more complicated than that; and the reality is that even
the most developed nations of the world need sustained rates of at least 3% in
order for living conditions to improve for the majority of the population. If the
rate is below 3% over a decade, there will generally be a rise in unemployment
and/or underemployment. Income distribution will also worsen. As the rate falls
farther below the 3% barrier, a larger share of the population is battered by
unemployment and/or underemployment. The lower the rate, the larger also are
the income inequalities.

Middle-income countries have much lower living conditions than
developed nations; their levels of unemployment and underemployment tend to
be higher, and their rates of population growth are faster. They therefore need a
rate of growth of at least 5% on a sustained basis in order to see a noticeable
decrease in poverty and unemployment.

The challenge facing the least developed nations is even more demanding
because their levels of consumption are lower than all other countries, their
levels of unemployment and underemployment are higher, and their population
is growing faster. As a result they need a GDP rate of at least 7% for the majority
of the population to experience noticeable improvements in living conditions.

If developed nations grow by 2%, their levels of unemployment will rise.
They will have increased their total wealth by 2% every year but that will not be
enough to reduce unemployment. Western European countries for example
averaged a GDP growth of about 2.4% during the years 1980-2003 and unem-
ployment increased from about 4% in the 1970s to about 10% by the early
2000s.

In Latin America during the same period the economy grew by about 2.4%.
There was overall progress, but the incidence of poverty increased and income

10. German Unification, International Monetary Fund, Washington D.C., 1990, p. 131.
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inequalities rose. In Sub-Saharan Africa the average GDP figure was 2.2%; and
even though such a growth rate was far higher than that which the region had
attained up to the 1940s, it was nonetheless incapable of improving living condi-
tions for the large majority of the population. Poverty, unemployment and
income inequalities increased. 1

Although history shows that the faster the economic growth the larger the
benefits for the whole population, there are limits to the speed by which a
country can grow. The evidence from numerous countries nonetheless shows
that it is possible to attain sustained rates that are much higher than most econ-
omists and politicians think. In the 1990s, the large majority of countries in the
world attained a GDP rate of just 2.5%. This was the average of the world
economy and even though governments worldwide were not satisfied with such
figures, practically all of them were convinced that it was not possible to attain
rates that were dramatically higher. Most policymakers in developed countries
believe that 3-4% is the limit of what they can attain and most economists
believe that the limit for developing countries is 6%.

In developed nations economists usually argue that because demand is
largely satisfied, production cannot increase rapidly (without creating idle
inventories of unwanted goods). However, by the late 1980s, Singapore had
attained a level of development that was at parity with that of Western Europe.
And even though the population of the island showed the same levels of con-
sumption as Europeans, in the 1990s the Singaporean economy grew by about
7.8% while that of Western Europe averaged only 2.6%. Many analysts argued
that culture and the fact that Singapore was in the midst of the fastest growing
region in the world made the faster growth possible. 12

However, Ireland did not enjoy such “advantages” and it nonetheless grew
by 7.9% in the same decade. Many argued that Ireland’s fast growth resulted
from its relative underdevelopment in the region and the aid from the European
Union (E.U.). The problem with that argument is that, by the late 1980s Spain,
Portugal and Greece were equally underdeveloped and in the next decade they
received similar amounts of aid from the E.U. They all received aid accounting
for about 3% of their respective GDPs. In spite of that, they averaged a growth
rate of about 2.2%. Debunking even more this argument was the case of Luxem-
bourg. This tiny nation was by the late 1980s the most developed in the world,

11. The Fight Against Latin Poverty, Businessweek European Edition, 1 May 2000, p.48.
12. Trade Policy Review — Singapore Vol. I, GATT, Geneva, 1992, p. 1-11.
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outperforming even the US. Even though demand was more satisfied than in all
of its neighbors and it received no aid from the E.U., growth was double that in
the rest of Western Europe. In the 1990s, Luxembourg’s economy grew by about
5.4%.

For developing countries it has been claimed that demand is much higher
due to the scarcity of everything, which means, in a sense, that the country has
more “room” to grow. However, it has never been believed that demand could
grow at an explosive pace. Nevertheless, the evidence shows that demand can
grow at a breathtaking pace. South Korea for example grew by 10% per year in
the 1970s while Japan grew in the 1960s by 11%, and Hong Kong by 12% in the
1950s. Even that is not the limit of what is possible; Botswana averaged 15% in
the 1970s and Libya grew by 24% in the 1960s. Not even those impressive figures
seem to be the limit, for Qatar and Nauru grew by 30% in the 1970s. 1

Many have argued that it was easy for Libya and Qatar to attain impressive
growth because they were endowed with vast oil deposits. However, Botswana
and Nauru lack oil and all other resources that traditionally have been highly
valued. This suggests that spectacular growth rates might be possible regardless

of resources.?

ON THE VARIABLES THAT AFFECT GROWTH

Over the centuries numerous scholars have pondered the causes of pros-
perity and developed a wide array of theories and ideas that sought to explain
the phenomenon of economic growth. Numerous variables have been posited as
being fundamental or important for growth.

Culture

It has long been claimed that fast growth is largely determined by a
nation’s culture. Up to the late 19th century, many (European) scholars posited
that only countries that possessed a European culture could grow rapidly. They
claimed that this culture favored high levels of savings and investment. Although
the argument of the superiority of European culture progressively lost ground

13. The Luck of the Irish, Fortune, 8 November 1999, 124-135.
14. The Middle East and North Africa 2002, Europa Publications, London, 2002, p. 876-884.
15. The Far East and Australasia 2001, Europa Publications, London, 2001, p. 945.
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during the course of the 20th century, it still had adherents until fairly recently.
[n 1998, a Harvard professor published a book making such claims. ¢

However, during the first half of the 20th century the fastest growing
economy in the world was that of Japan — long before the average Japanese had
any notion of Western culture. In the second half of the 20th century, Japan was
still growing faster than practically any country with a European-stock popu-
lation. On top of that, several other countries in East Asia grew even faster than
Japan. 7

Events in other regions further weaken this argument. The fastest growing
half-century for Western Europe was 1950-99, when the region’s GDP averaged
about 4.09% annually. But East Asia, which achieved a rate of 5.6%, was not the
only region to grow faster — despite lacking a European culture. The Middle
East grew by about 5.1% and Southeast Asia grew by about 4.4%. By the early
2000s there were countries in East Asia and the Middle East that had become
more developed than the majority of countries in Western Europe. This situ-
ation suggests that culture at best played a marginal role in growth.

The fast growth of Japan since the late 19th century and the even faster
growth in the post-World War II decades converted the country, by the 1980s,
intoone of the most technologically advanced nations in the world. By then its
superior goods had taken a large share of the world market away from Western
producers. As a result a growing number of Western scholars began to claim
that Japanese culture was superior to that of the West, because it drove the pop-
ulation to study more, work more, save more and invest more. Then, in the 1990s,
Japan experienced a mayor deceleration and its GDP figures flirted with stag-
nation. After having grown much faster than practically any country with a pre-
dominantly European population from the 1950s to the 1980s, it grew slower
than most of them in the following decade and continued its poor performance
in the early 2000s. Once again, the pundits changed tack and claimed that it was
Japan’s culture what was hindering growth. '8

Culture is not immutable and every country has experienced changes over
time. However, culture is something that has long-lasting effects and the main
characteristics of it usually prevail for centuries, if not millennia. If a nation’s
culture were fundamental or at least important for growth, at least some con-

16. Landes, David : Wealth and Poverty of Nations, W. W. Norton & Co., New York, 1998.

17. Le Japon &’ Aujourd’hui, Tokyo, Ministere des Affaires Etrangeres, 1971, p. 37.

18. Morishima, Michio: Why has Japan Succeeded? Cambridge University Press, Cambridge,
1982, p. 22-52.
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stancy would be expected in growth rates. There should also be some constancy
in the growth gap among nations. But every nation in the world has experienced
abrupt fluctuations; most have also seen their faster rates become slower, or vice
versa, even though the culture of the country had not changed significantly.

The erratic behavior of GDP figures in numerous countries (particularly
over short periods) suggests that culture at best plays a marginal role in growth.
Japan, for example, averaged an economic growth of more than 11% in the 1960s,
while in the 1990s growth was less than 2%. On top of that, its superior record
relative to the West came to an end. Libya, for example, became Muslim in the
seventh century and the country’s adherence to Islam has remained uncontested
until the present time. In spite of that, Libya’s economy grew by 24% in the
1960s and by only 2% in the following decade. It also went from attaining one of
the slowest GDP rates up to the 1950s to the highest in the world in the next
decade, and then one of the lowest in the following decades. 1

Even though Japan’s culture was deprecated in the 1990s, many analysts
began to claim in this decade that East Asian culture and in particular that of the
Chinese was very important for growth. China attracted attention because of its
unprecedented growth rates and its large size. Western scholars were particu-
larly driven to use culture as an explanation due to the economic policies Beijing
endorsed. China had practiced a centrally-planned system from the 1950s to the
1970s. Even though in the following decade the economy began to be liberalized,
by the early 2000s China was still a communist state and one of the most regu-
lated in the world. Since the greater part of Western economists believe market-
oriented policies are fundamental for growth, only the culture variable could be
invoked to spare them from falling into a contradiction with the facts. Only with
the argument of culture was it possible to explain how one of the most distorted
economies in the world managed to attain one of the fastest GDP rates. 2°

History has seen a series of countries that at one moment were classified as
possessing a “superior culture” that made progress possible, only to be labeled
later as having a culture that hindered development. From the 16th to the 18th
century Britain was seen as possessing a superior culture, but by the late 19th
century some began to claim that its culture was inferior to that of many coun-

19. Balta, Paul: Le Grand Maghreb, Editions la Decouverte, Paris, 1990, p. 36-40.
20. China at the Threshold of a Market Economy, International Monetary Fund, Washington
D.C.,1993.
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tries in continental Europe and North America. In the 20th century this idea pre-
vailed and was actually reinforced. 2!

Every country that was classified as having a superior culture was noted
for having the fastest or one of the fastest rates of economic growth in the world.
In each one of these countries that, at some future moment, was no longer clas-
sified as having a superior culture, the downgrade coincided with GDP rates that
were no longer among the fastest. Great Britain attained the fastest economic
growth in the world from the 16th to the 18th century, but in the following
century several countries in continental Europe and North America grew faster.
In the 20th century, even more countries from these and other regions grew
faster than Britain. 22

The countries or regions that have been classified as not possessing an
enterprising culture are those that experienced the lowest GDP figures in the
world. Up to the 19th century, Sub-Saharan Africa was seen as the region with
the least enterprising culture and that coincided with the worst economic per-
formance to that date. In the 20th century, this region continued to attain the
slowest growth figures and its culture continued to be classified as the least
dynamic. East Asia up to the 19th century grew slower than Western Europe,
and for centuries it was seen as lacking a work-oriented culture. In the 20th
century, and more particularly in the second half, it grew faster than Western
Europe and all the other regions. Suddenly, its culture was seen as thrifty and
industrious. 23

History shows that culture does not determine growth. It also shows that
the relationship of causality runs in the opposite direction. It is growth what
determines culture. Technology is by far the most powerful factor affecting
culture because it transforms living conditions in important ways. Throughout
history the pace of technological development has run in parallel with the rate of
cultural change. That would explain why the cultures of nations all over the
world experienced the greatest change in the 20th century, for in this century
more technological progress was attained than in all of the preceding history of
humanity.

Technology has always moved in tandem with economic growth. The 20th
century witnessed by the far the fastest rate of economic growth in history and

21. Musson, A. E.: The Growth of British Industry, B.T. Batsford, London, 1978, p. 28.

22. Gamble, Andrew: Britain in Decline, Macmillan, London, 1985, p. 11.

23. Munro, Forbes: Africa and the International Economy 1800-1960, J. M. Dent & Sons Ltd.,
London, 1976, 23.
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that coincided with the fastest development of technology. The 19th century
witnessed the second fastest rate of economic growth and it was then that the
rate of patent registration was the second fastest. In the 18th century the world
economy grew at the third fastest pace and technical progress was the third
fastest in history. There are numerous examples of nations that attained fast eco-
nomic growth even though new technology was not created; but every time
technological innovation was prolific, it was accompanied by fast economic
growth. This suggests that technology is an effect of economic growth, not the
other way around.

Fast economic growth is thus what most profoundly alters customs and
traditions, because it generates fast technological development.

Religion

Probably the most outstanding aspect of a culture is its religion, and
religion, too, is largely determined by growth. All of today’s mainstream religions
(and even those that are no longer practiced) were created at a time when eco-
nomic stagnation prevailed. For the centuries preceding the eras when Hin-
duism, Buddhism, Christianity and Islam appeared, the regions where these
religions came into being had experienced no growth. The famines, malnutrition,
epidemics, wars, violence and ignorance were unrelenting. Life expectancy was
short and infant mortality was extremely high. Life was brutal and harsh, and
people sought desperately to alleviate their plight. In their frustration over the
constant absence of progress, they were driven to deposit their hopes in new
religions that claimed to have the capacity to improve their lives or at least com-
pensate them for their suffering, 2*

As Europe and more particularly Western Europe emerged from stag-
nation in the 16th century, it experienced record growth. That was accompanied
by an unprecedented improvement of living conditions. The economic growth
delivered new farm technology that increased agricultural output, which
reduced the incidence of famine and the diseases linked to it. The decrease in
famines and epidemics was accompanied by a reduction in the amount of time
devoted to prayer and other religious activities. Growth also delivered the tech-
nology that led Europeans to speculate about the credibility of some of their reli-
gious dogmas. In the 16th century, shipbuilding technology advanced so much

24. Watson, Francis: A Concise History of India, Thames & Hudson, Great Britain, 1979, p.
30-87.
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that it allowed Western Europeans to discover new continents. This brought
them in contact with other religions that also claimed to have an exclusive bond
with God. With so many claimants to the ultimate truth, it was inevitable that
doubts would rise.

Simultaneous with the above, the unprecedented growth allowed for the
creation of new printing and publishing technology, which increased many
times over the production of books, allowing knowledge to be disseminated
much faster. Growth also delivered more wealth, which allowed for unprece-
dented spending in education; and a larger share of the population became
acquainted with scientific knowledge. Science does not set out to debunk
religion, but science tends to invalidate ideas and propositions that are incon-
sistent and improbable. As more people acquired scientific knowledge, more
people began to distance themselves from religion. 2>

In the 17th and 18th centuries, Europe experienced a further acceleration of
GDP rates, coinciding with a faster improvement of living conditions, a faster
development of science, and a faster development of education. Along with that,
Europeans distanced themselves from religion at a faster pace. In these centuries
Europe was the continent with the fastest rate of economic growth and the con-
tinent where religion was most questioned. Rates were nonetheless slow, by
today’s measure, and in Western Europe they are likely to have averaged only
0.5% per year in the 18th century. In most other regions of the world, the
economy was growing by only a fraction of that rate. 2°

In the 19th century rates of growth accelerated dramatically in Europe and
in particular in the west of the continent; this improved living conditions signifi-
cantly. In Western Europe, GDP averaged about 2.5%. That was accompanied by
a massive decrease in the level of religious belief. As hunger, disease and violence
rapidly decreased, people found less impetus to pray for a better life. A better life
is what people have always demanded from religion and when economic growth
tinally delivers it, the justification for religious ritual is diminished. Once the
major threats to their lives have been conquered, people begin to use their free

time for entertainment instead of for religious activities. 27
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Economies around the world grew faster in the 19th century, and in the
North American region growth was even faster than in Western Europe.
However, even so, most of the world failed to grow at even 1.0% per year. Reli-
gious adherence tended to wane, all around the world, with the exception of the
United States and the Islamic world.

Islam was born in the seventh century in the Arabian Peninsula and since
then its presence was more strongly felt in the peninsula. However, by the early
2000s religion’s role in politics, the economy and society was lower in several
countries of the peninsula than in countries further away. In the United Arab
Emirates, Qatar, Bahrain and Kuwait, daily life was less impregnated with
religion than in Muslim countries that were not of Arab ancestry (such as
Pakistan). The economies of these four countries were among the fastest
growing in the world, expanding in the second half of the 20th century by about
8.7% per year. In the remaining Muslim countries, GDP rates were growing a
fraction as fast and per capita incomes were a fraction as high. The four had
higher per capita incomes than most Western European countries. As of the
mid-2000s, these four Arab countries were stll strongly imbued with religion;
however, relative to their less developed Muslim neighbors and relative to their
own past, the four countries in question became far more secular in the course of
50 years’ of economic progress. By the early 2000s the United Arab Emirates
(UAE) was the most tolerant Muslim nation in the world, welcoming thousands
of people belonging to other religions. The UAE was the wealthiest Muslim
country and was also wealthier than the nations of Furope. 28

Language

Language is another aspect of culture that very strongly differentiates
countries. The strength of a language is determined by the economic importance
of the country or region that speaks it. England had a small population relative to
many European nations, not to mention China and India. In spite of that, the
international importance of its language grew fastest. That went hand-in-hand
with the fastest economic growth in the world from the 16th to the 18th century.
In the 19th century, the economy of Great Britain grew faster than that of many
other countries, but several European nations with different languages did grow
as fast or faster. The importance of English worldwide increased nonetheless.

28. Chapin, Helem: Persian Gulf States — Country Studies, Library of Congress, Washington
D.C.,1994.
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That coincided with fast economic growth in English-speaking countries such
as the US, Canada, Australia and New Zealand. The US attained the fastest GDP
rate in the world and it rapidly acquired a large population, exceeding that of
most European countries. In fact, all of these countries attained growth rates
that were among the fastest. And while all of these countries combined account
for a much smaller population than that of China or India, those two mammoth
countries’ economies grew much more slowly. No other group of countries
speaking a common language attained a faster growth GDP rate than the English
countries. This was accompanied by a continued economic supremacy of
English-speakers in the international arena. 2°

When nations experience low rates of economic growth (within a given
region or in the world as a whole), they are vulnerable to language colonization
by those coming from fast-growing countries. Foreign words are incorporated
into the local tongue and when the growth gap between the two nations is vast,
the “weaker” language can even disappear. On the American continents,
numerous languages had prevailed for millennia, up to the fifteenth century —
and during all that time, any economic expansion was limited primarily to the
gains that might come from an expanding population. Western Europe grew
much faster during that time and since the 16th century it accelerated its pace
dramatically. That difference created a substantial technological superiority for
Europe; the indigenous Americans were militarily, economically and culturally
crushed. The religions and languages from Europe rapidly supplanted those of
the local populations. *°

In Oceania a similar phenomenon took place. The indigenous populations
of Australia and New Zealand were coasting along in relative stagnation up to
the 18th century. With the arrival of English-speaking Christian colonizers of
European stock, an economic and cultural transformation propelled the country
forward. Of course, peoples with a low level of economic development are vul-
nerable not only linguistically. The aboriginal cultures were practically wiped
out, along with much of the aboriginal population. Those who survived adopted
the language and the religion of the conquerors. Within a couple of generations,
many of the aborigines left behind their language and religion voluntarily,

29. Kolko, Gabriel: Main Currents in Modern American History, Harper & Row, New York, p.
1976.

30. Merrill, Tim & Miro, Ramon (ed): Mexico — A Country Study, Library of Congress,
Washington D. C., 1997, p. xvii-xxvii.
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seeking to partake of the conquerors’ superior economic position. The countries
by now have attained the status of “developed” nations. 3!

In Sub-Saharan Africa and South Asia the growth gap with Western
Europe was very large since the 16th century and enormous in the 19th century.
That made possible the technologically superior weapons that allowed Euro-
peans to easily conquer other regions. The overall technological superiority also
generated admiration or awe from the local populations, which helped the Euro-
peans to impose their languages and religions. In Africa and South Asia local lan-
guages and religions were not totally supplanted because of the much larger

populations of these regions, but they were considerably modified and diluted. *2

Ethnicity

Ethnicity is another factor that strongly affects a culture; and changes in
the ethnic composition of a population are strongly affected by the rate of eco-
nomic growth. When a nation has one of the fastest rates of economic growth in
aregion or in the world, over a long period of time, it attracts people from neigh-
boring countries and even from further away, and those immigrants become an
integral part of the population. The pace of migration often depends largely on
the growth gap between the fast grower and the slowest growing countries. In
the Middle East, for example, by the early 2000s the countries with the largest
share of foreign population were the United Arab Emirates, Qatar, Bahrain and
Kuwait. That corresponded to the experience of the countries with the fastest
growth in the region and in the world during the preceding half century. About a
third of the population was foreign, mostly guest workers from South Asia. This
significantly altered the original Arab ethnicity of the population. **

In Europe the same phenomenon has been observed. By the early 2000s,
foreigners accounted for a significant share of the total population in practically
every country in Western Europe. This was, after all, the region that was the
second most developed in the world. Within this region, Luxembourg and Swit-
zerland had the highest share of foreign population. In Luxembourg foreigners
accounted for about 35%, and in Switzerland 18%. And, these were the countries

31. The Far East and Australasia 2001: Ibid., p. 96-103.

32. Kulke, Hermann & Rothermund, Dietmar: A History of India, Croom Helm Ltd., Great
Britain, 1986.

33. The Middle East and North Africa 2002, Ibid., p. p. 1109-1114.
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that during the period 1800-2000 attained the fastest rate of economic growth in
Europe. As a result, by the early 2000s they had the highest wages in the con-
tinent and were thus the most attractive destinations for foreign workers. The
higher share of Luxembourg coincided with a faster GDP growth rate than Swit-
zerland’s. Both countries experienced a significant transformation of their eth-
nicity and culture due to the influx of foreigners. However, it was the culture of
the foreign workers which changed most, for they admired their host country
and were eager to adopt its practices. >

The US attained the second fastest GDP rate in the world in the last two
centuries, while the vast and ever changing inflow of migrants during that
period substantially changed (and changed again) the ethnicity of the popu-
lation. In 1800, practically all of the European-stock population was of British
origin, but a century later about half the population was of non-British origin,
and by 2000 the proportion had shifted still further. Native Americans
accounted for the largest minority up to the early 19th century; then African
Americans became the largest minority. The immigration of Hispanics during
the last several decades has been so great that they became the largest minority
in the US by the early 2000s. *>

Size of Population

The influence of a country’s size has long been debated among scholars.
Many social scientists have claimed that it is harder for countries with large
populations to achieve fast growth because they must provide employment to
many more people and because governments find it harder to apply policies over
such large numbers. History, however, does not support that theory.

One of the fastest growing economies in the world in recent decades was
China. It had the largest population in the world, about 209% of the total. In
1980-99, China averaged a growth rate of about 7.4% in real terms while most
other countries grew by just 2.5%. Countries such as Nicaragua, Jamaica,
Panama and Honduras grew by just 1.8% annually during that same period, even
though China had some four hundred times more people.*® India’s economy also
expanded rapidly in the 1990s, averaging about 5.0%, in spite of having the
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second largest population in the world. Denmark, Finland and Iceland had a
population of about 3.6 million each while India had about 930 million people.
Despite that supposed advantage, the average growth of the three Scandinavian
countries was just 2.6%. 37

From a long-term perspective, too, this idea fails to be reflected in the
facts. The average economic growth of the US during the last two centuries was
faster than that of practically every other nation, despite having one of the
largest and fastest-growing populations in the world. On the other hand, many
small countries in Africa, Asia and Latin America experienced slow growth rates
during the last two hundred years in spite of having to provide for only very
small populations.

Thus, a large population is not in itself a barrier to growth. While size can
play a role in growth, it is by no means the determining factor.

Population Growth

Population expansion or contraction is another variable that experts have
said affects economic growth, either positively or negatively. Originally, a fast
rate of population growth was seen as a negative factor. In 1798, the British
scholar Thomas Malthus for the first time formalized the idea of a demographic
link. He raised an alarm over the unprecedented rate of population growth in
Britain, fearing that hunger and poverty would be the result, as the production of
food and other necessary goods could not keep up with the population.

In Malthus’ time, statistical information was scarce or non-existent; he
had poor data to work from. In the 18th century, the population had indeed
grown dramatically in Britain and in Europe, but the production of goods and
services had also expanded — even faster, in fact, than the population. As a
result, living conditions improved (albeit only slightly). In the 19th century, pop-
ulation growth accelerated considerably more, but the European economy still
grew faster and living conditions improved further. In the 20th century, popu-
lation growth in Europe slowed down, but the economy burst ahead; hunger and
poverty were drastically reduced. Elsewhere in the world the population
exploded. The world economy nonetheless experienced an exponential acceler-
ation and living conditions improved abundantly over the world. 38

37. Black Days, Asiaweek, 26 March 1999, p. 39.
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30



On Economic Growth

After the Malthusian theory proved wrong repeatedly, analysts began in
the late 19th century to claim that fast population growth contributed to
growth. In the second half of the 19th century population in countries such as
the US, Canada, Argentina, Australia and New Zealand grew extremely fast as a
result of a vast immigration from Europe and a high birth rate. Since these coun-
tries attained the fastest GDP growth rates in the world, many argued that it
must be because population growth increased demand and allowed for greater
specialization and efficiency, which propelled growth. *

The weakness in that argument is shown by the fact that several West
European countries that experienced a large outflow of people attained similar
rates of economic growth, even though their rate of population growth was only
a fraction of that of North America and Oceania. Luxembourg and Germany, for
example, lost numerous mature, trained workers to the new continents, but
their economies grew just as fast. Australia experienced the fastest population
growth among the new countries, but the US enjoyed faster economic growth —
even though both had the same economic system and the US suffered a devas-
tating civil war. Furthermore, population growth in 1800-49 in the US was much
faster than in the following fifty years, but the economy grew more than twice as
fast in the second period. Japan and Brazil present further inconsistencies. Japan
experienced no inflow of migrants and its population grew by just 0.8% in 1850-
99. Brazil witnessed a large influx of European migrants and its population grew
by about 1.8%. In spite of that, Japan averaged an economic growth of 2.4% per
year while Brazil managed only 1.1%. *°

In the second half of the 20th century, the population in non-developed
countries exploded. Since many of these countries’ economies grew slowly, aca-
demics once again inverted the argument and began to posit that fast population
growth hindered development. These arguments were more frequently heard for
the case of Sub-Saharan Africa because the region had fast population growth
and the second slowest GDP figures in the world. Again, it was hard to make the
argument jive with the facts. #!

Population growth in Sub-Sahara abruptly accelerated in the 1950s and in
the following decades it further gained in speed. Since the region’s GDP growth
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then decelerated, since the 1970s, the parallelism suggested a relation of cau-
sality. In 1970-89, population growth averaged about 2.8% annually and the
economy grew by 2.1%. The gap, which translated into lower per capita incomes,
gave further credence to this idea. However, the case of individual countries
shows a number of inconsistencies in that argument. Botswana, for example,
experienced a much faster rate of population growth, averaging about 3.6% in
that same period. The country’s economy expanded by the impressive figure of
13.2%. In the 1990s, Sub-Sahara’s rate of population expansion slowed down to
2.6%, but the World Bank, the United Nations and numerous pundits still
argued that the rate was too high to allow the economy to grow rapidly. They
claimed that too many resources were deployed to take care of the young popu-
lation and not enough was left for investment. That seemed to be corroborated
by the 2.4% GDP growth rate in the region. However, Equatorial Guinea had the
same rate of population growth, but that did not keep the economy from
growing by the spectacular figure of 18.29%. 42

In other regions of the world, several individual countries reinforced the
idea that fast population growth is not a hindrance for high GDP growth. During
the second half of the 20th century, population growth in the United Arab
Emirates, Qatar, Bahrain and Kuwait was extremely fast because of the very high
birth rate prevailing in Muslim countries and the importation of vast numbers of
foreign workers. It was the fastest population growth in the world, averaging
about 4% annually. Nevertheless, the average GDP growth of the four countries
was almost 9%.

Analyzing specific decades, the situation becomes even more clear. In the
1960s, Libya’s population grew by about 4% per year, but the economy grew by
24%. There was a 20% per capita improvement of living conditions, which
showed that even extremely rapid population growth need not be a hindrance to
massive progress in nutrition, housing, education and everything else. 43

The fact that Qatar and the island of Nauru in the Pacific Ocean attained
rates of economic growth of 30% per year in the 1970s further corroborates the
idea that, independent of the rate of population growth, GDP can rise even faster
and living conditions can improve substantially. +*
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The desire of the World Bank and others to reduce population growth in
Africa and other developing regions is rational from certain perspectives. By the
year 2000, the world already had a population of six billion people, while two
thousand years earlier the total was just 200 million. That thirty-fold increase
exerts a high level of pressure on the environment, and on top of that the people
of the early 21st century expect to enjoy a very high level of consumption.

However, from the perspective of the purported link between population
growth and GDP growth, the argument is very weak. During the 1990s, the
region of the world with the slowest rate of population was Eastern Europe and
the ex-Soviet Union. This was actually the only region with negative figures,
averaging about -0.2% due to emigration and low birth rates. In spite of such a
theoretically advantageous situation, this was also the region with the worst
GDP rates. The economy contracted by about -1.7%. Unemployment, underem-
ployment, poverty and income inequalities increased. +°

The evidence shows that slow or even negative population growth do not
have a straight-line effect on economic growth. Nothing in all of history, much
less recent history, supports the notion that population growth or reduction
plays a determinant role in economic growth. An abundance of evidence, on the
other hand, suggests that the GDP rate plays a decisive role in the rate of popu-
lation growth.

When the GDP rate accelerates in a nation mired in rampant poverty, it
translates into faster population growth because health improves and mortality
rapidly decreases. Then, once nations attain a relatively high level of devel-
opment and the basic necessities are met, the birthrate begins to fall. This last
has a dynamic of its own. For one thing, once per capita incomes have risen to a
level in which contraceptive technology becomes easy to buy. Once life becomes
less precarious, there is less need to have large families in order to ensure pos-
terity and a comfortable old age. In addition, wealth brings rising levels of edu-
cation, and better educated people tend to have smaller families.

The evidence shows that draconian measures like those enforced in China
and India are not the best mechanism for reducing the rate of population growth.
Neither is that goal best addressed by birth control campaigns like those pro-
moted by the United Nations. The best mechanism is fast and sustained eco-
nomic growth. The faster the growth, the sooner a nation reaches a level of

45. World Development Report 2000: 1bid., p. 279.
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development in which the population spontaneously takes successful measures
to reduce the birth rate. *°

Natural Resources

Economists have long considered that wealth in natural resources was
important for economic growth; and the impressive rise of numerous oil pro-
ducing countries during the second half of the 20th century is seen by many as
the ultimate evidence supporting this idea.

Without land, water, minerals, oil, etc. it would seem that the creation of
wealth would be difficult, if not impossible. However, during the 20th century
two of the economies with the least resources were Hong Kong and Singapore.
They had very limited territories crammed with the highest population density
in the world. They were so poor in natural resources that they even had to buy a
large share of the water they consumed (from their neighbors, China and
Malaysia, respectively). In spite of that they grew faster than 99% of all the
countries in the world. The economies of Hong Kong and Singapore expanded
on average by about 5.9% annually, while the average for the world was half of
that. As a result, by 2000 both were among the wealthiest places in the world.
The US, on the other hand, with its vast natural resources, grew by just 3.5% in
the 20th century and Russia, which had by far the largest territory in the world
and also has vast deposits of oil and other resources, grew by only 2.4%. 47

During the longer period of 1800-2000, the US enjoyed a faster rate of
growth on average than Hong Kong and Singapore, and that is why in the early
2000s it was still slightly wealthier (per capita). By then, per capita incomes in
the US were about $32,000. Luxembourg, however, had higher incomes, aver-
aging about $40,000, despite having one of the smallest territories in the world.
Luxembourg had only one traditional resource in significant amounts, iron ore;
but the ore deposits were of low quality and by the early 20th century they were
largely depleted. That did not prevent the country from growing faster than all

others in the last two centuries. 48
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Oil, since the mid-20th century, has been considered a vital raw material;
and the US has vast deposits. Luxembourg, however, has never possessed a drop
of oil and nevertheless it outperformed all other nations of the world. Hong Kong
and Singapore also lack oil but grew impressively fast. On the other hand, some
countries with stunning oil reserves, such as Nigeria and Angola (which also
possesses large deposits of numerous other minerals, ample fertile land, and vast
forests), were by the early 2000s among the least developed in the world. On top
of that, these Sub-Saharan countries benefited from some of the lowest oil
extraction costs in the world and the collaboration of multinational oil com-
panies from developed countries, which used the best technology. In spite of
that, growth was slow. Nigeria averaged 2.8% in the second half of the 20th
century and Angola 1.2%. Prior to the 1950s, stagnation prevailed in both. The
case of Saudi Arabia further substantiates the weakness of traditional argu-
ments. During the late 20th century it was by far the largest exporter of oil in the
world, with the largest proven reserves on the planet. In spite of that, in the last
two decades of the century the economy grew by less than 1% annually. The evi-
dence clearly shows that a country’s abundance or scarcity of natural resources,
even oil, is not relevant to its own economic growth.49

The subject of natural resources is also linked to the possession of a sea
outlet. The majority of international trade is conducted by sea, and economists
see foreign trade as very important for growth. Logically, countries without an
outlet to the sea would find it hard to conduct trade. As a result, many
researchers have concluded that a landlocked country would face an obstacle to
rapid growth. The World Bank and the IMF have repeatedly claimed, in
numerous reports, that one cause of Africa’s poverty is the fact that more than a
dozen countries lack access to the sea. >

That argument overlooks the fact that Luxembourg, Switzerland and
Austria were among the fastest growing countries in the world during the period
1800-2000, despite being landlocked. It also neglects the fact that the country
with by far the fastest growing GDP in Sub-Saharan Africa during the second
half of the 20th century was Botswana. It grew by about 7.5% annually, while
the average for the region was of just 2.8%. Botswana, however, has no oil, is
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largely a desert, and has no outlet to the sea. It is evident that being landlocked
does not prevent growth. !

An analysis of what makes each of these a special case could fill another
book. However, the very fact that there are so many special cases shows that
under certain circumstances fast economic growth can be attained, regardless of
a nation’s culture, size, endowment of natural resources and access to the sea.

Politics and Economic Growth

Many social scientists claim that the socio-political environment signifi-
cantly affects the economic performance of a nation. War, civil war and law-
lessness are frequently presented as major hindrances to growth.

War is usually seen as the worst of evils and human history is full of its
horrors. Historians have frequently presented religion, ethnicity, language and
culture as causal factors of conflicts. They have posited the notion of a culture of
violence that supposedly characterized certain countries. The fact that war, civil
war, communal violence, ethnic cleansing, tribal conflicts, coups, crime and
other forms of violence have been rampant in all regions of the world for mil-
lennia despite the large differences in culture shows the weakness of such an
idea. The fact that, in practically every region, violence in its numerous forms
considerably decreased for perhaps the first time in the 19th century further cor-
roborates the thesis that the culture argument is incapable of explaining the
phenomenon of violence. Still, there were significant differences among the
regions and the ones that experienced the largest decrease in violence in the 19th
century were the ones that experienced the fastest rates of economic growth.
These were Western Europe, North America, Oceania and Eastern Europe.

In the 20th century violence decreased, throughout the world, notwith-
standing the large differences in culture. This coincided with the establishment
of the “balance of terror” between the great powers, but also with unprecedented
growth in all regions. The world economy attained an average growth of about
0.2% annually in the 18th century, of 1.2% in the 19th century, and of about 3.0%
in the 20th century.

Many people suggest that the bloodbaths of World War I and World War
II invalidate the above thesis, and war has indeed become more industrialized
and large-scale; but it is a fact that in the 20th century the Western world has
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had fewer wars than in previous centuries. Germany for example experienced
two wars in the 20th century, but in the 19th century it had to endure four. In
the 20th century it warred for about ten years while in the 19th century, when
the economy grew slower and when the level of per capita wealth was much
lower, it warred for about twenty years. The wars of the 20th century also
caused less suffering to the civilian population. During World War II, for
example, about 8% of Germany’s total population perished while during the
Thirty Years War in the 17th century the share that died was of about 36%. In
the 17th century the German economy was almost stagnant, in the 19th century
in was of about 2.7%, and in the 20th century the figure was 3.7%. >

History shows that cultural variables such as religion, language and eth-
nicity are not the cause of violence. It also suggests that violence alone does not
prevent growth. The events of the 20th century are particularly illustrative. The
fact that some countries attained the fastest rates of growth in their entire his-
tories at the moment when they were enduring their highest levels of violence
strongly supports the thesis that violence is an effect of an absence of growth —
and not the cause. Great Britain attained one of the fastest rates of growth in the
world during the period 1800-2000, averaging almost 3% annually. Despite its
success relative to most other nations, such a rate was insufficient to eliminate
unemployment and underemployment. As a result the country almost constantly
endured uncomfortable levels of both. There were only two brief moments in all
its history in which Britain eliminated unemployment and significantly reduced
underemployment, and those were during the first and the second world wars. It
was precisely at the moment when it was enduring the most encompassing wars
of its history that it attained its fastest GDP rates. It is also worth mentioning
that the first time Britain attained rates that were not sclerotic was during the
Napoleonic Wars (1793-1814), the largest scale war up to that date. >

The US attained the fastest growth in the world in the 19th century and in
particular in the last decades of that period, but not even then did the economy
grow as fast as it did during World War II. Canada also enjoyed unprecedented
growth during the war years. In Britain, the US and Canada, the economy was
distorted and became more regulated in the first half of the 1940s than ever
before. On top of that, international trade had collapsed. Even with these addi-
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tional hindrances, these countries grew faster than at any other moment in their
histories. There is much to suggest that war in itself does not preclude growth.
The US experience in the 1950s and 1960s offers further proof of this. These
decades saw two large conflicts: in Korea and Vietnam. In the 1980s and 1990s,
the US was involved in relatively minor military skirmishes. Even so, the US
economy grew much faster during the 1950s and 1960s. >*

Economists and social scientists have also claimed that civil war hinders
growth, but this also fails to find historical substantiation. The US experienced a
devastating civil war during the 1860s, but in spite of that the economy grew like
never before. It grew rapidly during the conflict and immediately afterward. Of
course, that case is exceptional and war often coincides with stagnation or even
economic depression, or causes economic distortions that later lead to an eco-
nomic downturn. Even so, it is seen that the traditional arguments do not neces-
sarily square with the facts. >

Numerous authorities have also claimed that rampant crime hinders
growth because it hampers business. This argument has been repeatedly used to
explain why Sub-Saharan countries cannot leap out of poverty. But Botswana,
which obtained its independence in 1966 and was as riddled by crime as any of
its neighbors, managed to grow by 15% annually in the 1970s. Fast growth con-
tinued in the following decades and by the early 2000s it was a middle-income
country and the second most developed in Africa. Equatorial Guinea, up to the
1980s, was plagued with crime and political violence as well as with corruption,
nepotism and incompetence in government circles. In spite of that the economy
averaged about 18% annually in the 1990s, which was the fastest in the world.
Switzerland in this same decade had one of the lowest levels of crime in the
world, lower even than that of other developed countries with low crime levels,
such as Germany and Britain. In spite of that, it grew by just 0.5%. *°

Crime has been a problem in every country of the world, for centuries;
surely, this has hampered trade and business. However, for many nations there
was a moment when the economy managed to burst out of stagnation and it
happens to be precisely at that moment that crime began to fall. History shows
that violence is an effect of the absence of growth and not its cause. That helps to
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explain why developed countries have far lower levels of crime than developing
nations.

It is when people endure hunger, homelessness and poverty that they
resort to violence to improve their living conditions. Desperate people are driven
towards violence as a means to acquire the resources they lack. Despite the argu-
ments promoted by governments throughout history to explain why they go to
war (whether in the name of religion, ethnic differences, cultural supremacy or
something else), practically all wars have been wars of plunder, at some level.

The people recruited to fight in those conflicts may have been lured to
defend their culture, their language, their religion, their ethnicity, but they were
vulnerable to the lure because of economic hardship. When poverty and unem-
ployment become unbearable, people tend to protest, and there is always a share
of a population that will take up arms to make its protest heard. Religious, cul-
tural or linguistic differences play only a marginal role and economic strain is
actually the trigger mechanism of the violence. When the GDP is going up
quickly, cultural, religious, linguistic and ideological differences become less
important, and people are more likely to resolve their differences by non-violent
means.

Even when nations have attained some growth and have achieved a rela-
tively high level of development, the economy is always the determinant variable
in causing or hindering wars as well as other forms of violence. By the early 20th
century, for example, Europe had just experienced a century of unprecedented
growth and living conditions had improved greatly. Relatively to the past, it was
an impressive rate, but relative to what East Asia attained in the second half of
the 20th century, it was nothing. In the 19th century Western Europe (the
fastest growing portion of Europe) averaged GDP growth of about 2.5% per year.
Such rates continued in the following years, and by 1914 the levels of wealth
were still low. Life expectancy in the most developed countries was only about
fifty years. The Europe of 1914 was poor. By 2000, even South Asia, despite being
the second poorest region of the world, had a life expectancy of about sixty
years. In Yugoslavia, where World War I started, life expectancy was barely
forty years. Aggravating the situation was a recession that hit Germany and
several of its neighbors in 1913, significantly increasing unemployment and
poverty. This drove many German policy makers to conclude that a way out of
the recession would be by conquering the natural resources they needed. >
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Economic downturns also drive many people to embrace unscientific
ideas. By 1914, European countries were experiencing a feverish nationalism as
intellectuals and politicians advocated various chauvinistic views. The low edu-
cation levels of the population made them susceptible to these nationalistic
ideas. Even though Europe had the second highest level of education in the
world, at that time, illiteracy was significantly higher than now and most of the
population that was literate had barely finished primary school. By 1914, only
some 2% of the college-age population was enrolled in post-secondary schools,
while in 2000 it was about 50%.

High levels of ignorance reflect a low level of wealth. Education that
encourages a scientific outlook tends to protect people from being swayed to
action on the basis of emotional appeals and irrational causes like nationalism.
Education has the capacity to encourage human beings to be tolerant of the
ethnic, religious, linguistic, and cultural differences that separate them from
other groups of people. >

Even when nations have established a relatively long-term record of
respectable growth and attained relatively high levels of wealth, abrupt reverses
or even a perceived threat to that growth can lead them towards war. After
World War I, Germany recovered and grew relatively fast in the 1920s, its
economy expanding by more than 4% annually. However, in late 1929 the
economy collapsed and in the following three years it contracted by 10% per
year. By 1932, the depression had subtracted so much wealth that about 30% of
the German workforce was unemployed and about 900,000 had died of hunger
and exposure. >7

The traditional political parties systematically failed to bring recovery and
the desperate Germans were attracted by the extremist approach of the Nazis.
Without the economic crisis, the Nationalist Socialists would not have come to
power. In the 1920s, the Nazis attracted no more than 2% of the vote. In 1932,
they won 38% of the votes and became the largest party in parliament.®® The
economic squeeze made it easy to persuade the population that it was under
some form of attack, and made it easy to motivate them to fight in the war that
soon followed.
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There were many wars in the second half of the 20th century. A common
denominator of many of them was the very low level of accumulated growth or a
deterioration of the economy. Most of the conflicts were played out on the ter-
ritory of countries with low living standards, and only occasionally in middle-
income countries. The wars in the 1950s, 1960s and 1970s in Korea and Vietnam
happened under conditions of extreme poverty in those East Asian nations.®!

Africa and Asia saw the most violent conflicts in the second half of the
20th century and they were the continents with the lowest levels of wealth.
Countries such as Zaire, Sierra Leone and Rwanda had accumulated very little
wealth; from 1950-89 they grew by about 3% annually and before the 1950s they
had stagnated. Then, in the 1990s, their economies actually contracted. Zaire,
later was renamed Democratic Republic of Congo, “grew” by about -5% per year,
Sierra Leone by -4% and Rwanda by -1%. Life was already miserable for most
and when the economy fell into recession, the situation became desperate. Des-
perate people tend to turn to violence and Sub-Saharan Africans are no
exception. The contraction was accompanied by civil war in the three countries.

In the 1970s, Angola’s economy contracted by about 5% annually and civil
war erupted. Since then, the country grew at a measly 2% and by the beginning
of the twenty-first century the war was still raging. In Mozambique, the
economy contracted by about 2% in the 1970s and in that decade a civil war also
erupted. In the 1980s, the economy stagnated and the war continued. In the
1990s, however, the economy expanded by more than 5% and the civil war came
to an end.®

Countries do not necessarily have to plunge into a recession in order to fall
into war. It fundamentally depends on the level of accumulated growth at a
given moment in time. Guatemala and El Salvador grew relatively fast in the
1950-79 period, averaging a rate of more than 4% annually. Prior to 1950 they had
grown slowly, so that the progress made during the 1950s, 1960s and 1970s was
not enough to extricate the population from poverty. Due to the relative fast
growth of those decades, people began to develop positive expectations about
the future. However, when in the 1980s the rates of growth decelerated to less
than 1% and living conditions again deteriorated. The population lost patience
and took the path of violence. Civil war erupted and thousands died.®®
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If a country has already accumulated much wealth, like Japan by the 1980s,
the deceleration of the economy to a rate of less than 2% per year (as in the
1990s) will not likely bring the country to war. By 1929, however, Japan had not
accumulated much wealth and when the economy contracted the next year, pol-
icymakers and populace alike began to be restless. The next year they launched a
major invasion over Manchuria and in 1937 they invaded the rest of China 5*

Up to the 1950s the Indonesian economy was largely stagnant. Since the
mid-1960s however, it began to grow on a sustained basis by about 5% per year.
Living conditions improved in an unprecedented way, but due to the fast popu-
lation growth, by 1997 the country was still poor. The improving living condi-
tions generated a sense of tolerance among the numerous religious and cultural
groups of the 13,000-island archipelago. However, when the economy contracted
by about 13%, in 1998, life deteriorated rapidly and people revolted. Their rage
and desperation took the form of ethnic cleansing, religious confrontation, and
cannibalism. Thousands of people were murdered.

History shows that only fast and sustained economic growth can liberate
nations from war and violence.

Terrorism

Terrorism is a form of violence and as such it falls into the preceding cat-
egory. However, as a result of the attacks on the US in the early 2000s, it attained
anew dimension and commentators began to classify it in a separate category.
Independent of how it was classified, analysts agreed that it acted as a hindrance
on growth. For example, immediately after the attack, economists asserted that
the US economy would weaken because of the increased security costs and a
pessimistic climate among consumers. They thus forecast a recession. However,
in the year after the attack, GDP grew by 3%. Thus, while such events may serve
to dampen the economy, the situation is not that simple and various factors
might be brought to bear to keep the economy moving, at least for some time.

Social scientists have claimed that the causes behind the surge of terrorist
acts in the 2000s reside in the large cultural differences between Islam and the
West. Rather, the fact that terrorism has systematically proliferated under cir-
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cumstances of high unemployment, underemployment and poverty suggests that
it is triggered by (and not the trigger of) insufficient growth. During the second
half of the 20th century the majority of terrorists worldwide came from some of
the least developed countries. Middle-income countries produced fewer and
developed nations almost none.

In the 1950s and 1960s, in the aftermath of the partition of Palestine and
the wars of 1948 which dispossessed them, Palestinian terrorist groups regularly
attacked Israel from their bases in Jordan, Egypt, Syria and Lebanon. However,
parts of the Palestinian population were integrated within the Israel economic
development: % at that time, Israel had a GDP growth rate of about 10% per year,
and offered a large number of jobs for the Palestinian population. By the early
2000s, acts of terrorism were a constant event in Gaza and the West Bank. That
coincided with an unemployment rate of about 40% and continuous economic
stagnation due to the virtual economic blockade of Palestinian territory over the
preceding decades and the fact that Israel, despite receiving substantially more
aid from the U.S. government than any other country in the world, attained a
GDP rate of just 3% during the 1980s, the slowest growth since the country was
created in 1948.

History shows that terrorism does not prevent growth. Rather, the
absence of growth and insufficient economic development contribute to fueling
terrorism.

Education

Another variable that is sometimes presented as affecting economic
growth is education. Most academics see education as very important and some
see it as fundamental for prosperity, because a better-qualified workforce is con-
sidered essential for increasing production and efficiency. The problem is that
this argument fails to establish a correlation between the two variables. ¢

In the late 1970s, China had a low level of education even by the standards
of several developing Asian nations. On top of that, its educational system in the
preceding three decades had concentrated on communist ideology and the
workforce had not been trained to focus on such concepts as quality control and
efficiency. Worse still, even though the government began to liberalize the
economy in 1979, in the next two decades China remained one of the most
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tightly regulated economies in the world. In spite of that, the country attained
one of the fastest rates of growth in the world. Growth averaged almost 8% from
1980 to 2003 while Western Europe, which had a considerably better-educated
workforce, averaged less than 3%. 8

By the 1990s, the US had the highest share of the adult population with a
college or university degree in the world and it also had the best universities in
the world. In spite of that, it grew by less than 3% per year while Equatorial
Guinea, which by 1989 had one of the lowest levels of education in the world,
averaged a growth of 18% in the following decade. The situation of Equatorial
Guinea was extremely unpromising; in the 1980s it had one of the worst educa-
tional systems in Africa and one of the lowest levels of literacy in the world.
That, however, did not prevent a spectacular rate of growth in the 1990s. ¢°

In the late 20th century the US had by far the highest educational levels in
all of its history. About a fifth of the adult population completed college or uni-
versity and four-fifths completed secondary school. Further, the information
taught in the late 20th century had a far higher level of scientific value. In spite of
that, growth was much faster in the late 19th century. Growth averaged about
8% annually in the 1880-99 years while the figure was of just 3% in the 1980-99
years. If education were the determining factor for growth or at least a very
important one, the facts should have come out differently. 7°

By 1966 when the British granted independence to Botswana, the country
was among the least developed in Africa and it had one of the lowest literacy
levels. Due to its arid climate and lack of direct access to the sea, the British
neglected the territory during colonial times. In spite of that, the economy grew
by 13% during the 1970-89 years. /!

Libya attained independence from Britain in 1951 and by 1959 it was one of
the poorest and most illiterate countries in Africa. The Italians had not done
much to develop it while they ruled the territory from 1911 to 1942; World War I
brought destruction; and the British in the following years continued the pattern
of neglect. At independence there were only ten university graduates and in the
1950s little progress had been made. In spite of that, the economy grew by 24%
annually in the 1960s.
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History thus shows that education alone does not cause growth, but is
generally an effect of it. Through the history of every country in the world, edu-
cation always made the greatest advances when the economy grew rapidly. It
frequently happened that governments allocated a very small share of available
resources to education or even reduced the education budget, and in spite of that
the economy accelerated and education progressed.

In the 1930s the US government reduced budgetary expenditures for
defense and increased the budget for education, but the economy experienced a
massive deceleration. After having grown by about 4% per year in the 1920s, it
averaged less than 1% in the 1930s. In the 1940s, on the other hand, Washington
cut expenditures in education and other civilian fields significantly, and trans-
ferred them to the military. The experts claimed that such a shift of resources
would deliver economic ruin, but national security concerns left no other alter-
native. In fact, the US economy grew by about 5% annually. In this decade by far
the fastest growth was attained during the war. As soon as the conflict ended,
resources were again transferred to education and the economy contracted. />

The share of education in the budgets of Switzerland and Japan in the
1990s increased but the economy of both experienced a considerable deceler-
ation and averaged about 1% per year. Overall expenditures in education (public
and private) as a share of GDP in both countries were higher than ever before. In
spite of that both attained their slowest growth figures during the second half of
the 20th century.

During the second half of the 20th century East Asia attained the fastest
GDP rates in the world and that coincided with the fastest development of edu-
cation. The progress was even more noticeable in the fastest growing countries.
By the late 1990s Japanese, Korean, Taiwanese and Singaporean students
attained the highest scores in international exams of mathematics and natural
sciences, outperforming those of the West. By then South Korea had more
people with a doctorate degree as a share of the total population than any other
country in the world.

However, investments in education were not large. Hong Kong, which was
the fastest growing economy in the region, was among those that invested the
least in schools. During 1950-99, Latin American governments spent more on
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education than did East Asia. Expenditures on public education as a share of
GDP in Latin America averaged about 4% while in East Asia it was 3%.
However, economic growth in Latin America was of about 3.6% per year while
in Fast Asia it was about 5.6%. >

During this period the United Arab Emirates, Qatar, Bahrain and Kuwait
achieved the fastest economic growth in the Middle East and that coincided
with the fastest development of education in that region. They also attained one
of the fastest GDP rates in the world and they experienced one of the fastest
developments of education in the world. The economy averaged a growth of
about 8.7% annually. In 2003 Qatar inaugurated an Education City that included
ultra modern teaching facilities and imported branches of top American univer-
sities. /©
History shows that education is one of the many effects of economic
growth. It is not, in itself, responsible for growth. Some other variable is respon-
sible for growth and when that variable is strongly present, the economy
expands rapidly. Once it starts to grow rapidly, every sector benefits from the
expansion of resources. The greater resources therefore allow for more schools,
training centers and universities.

Science and Technology

Another variable linked to education and which has been frequently clas-
sified as a growth factor is science. Science and technology have certainly con-
tributed much to the development of civilization. This has led many economists
to conclude that science plays a major role in economic growth. They posit that
scientific discoveries, in particular those that deliver a major breakthrough,
produce an accelerating effect on the economy. Thus, they frequently advise gov-
ernments to spend more on research and development (R&D). This is a very
seductive idea, but the historical evidence cannot substantiate it. *

In the 19th century one of the countries that made the most scientific dis-
coveries was Great Britain; its economy grew by about 2.7% per year. Canada
made practically no discoveries, but managed to grow at about the same pace
(2.6%). During the 20th century the country that was responsible for the
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greatest number of scientific discoveries was the US, and its economy expanded
by about 3.5% per year. Hong Kong, on the other hand, did not make a single sci-
entific discovery and in spite of such a poor performance, it attained an economic
growth of about 6.0%. "

During the second half of the 20th century the four fastest growing econ-
omies in the world were the United Arab Emirates, Qatar, Hong Kong and
Kuwait. Such an achievement was attained while not making a single scientific
discovery and spending practically nothing in R&D. Sweden and Switzerland
had by the 1990s the highest number of scientists in per capita terms and the
highest registration of patents per person in the world. In spite of that, they had
one of the slowest rates of economic growth in the world, averaging 1.5% and
0.5% respectively. Japan spent very little in R&D during the 1950s because it
imported most of the technology it used. However, in the following decades it
rapidly increased its expenditures and by the 1990s it spent more in R&D as a
share of GDP than ever before. In spite of that, growth was slower than in any
other decade of the 20th century. While growth averaged about 9.1% in the
1950s, it was of only 1.5% in the 1990s. In the 1990s Japan spent more in R&D as
a share of the total economy than most countries in Western Europe and North
America. It still grew slower than the large majority of Western nations. ’

Over a period of a decade the nations with the fastest GDP growth in
history were Nauru, Qatar, Libya, United Arab Emirates, Equatorial Guinea and
Botswana. The first two averaged about 30% in the 1970s, the third and fourth
24% in the 1960s and 1970s respectively. The fifth managed 18% in the 1990s and
the sixth 15% in the 1970s. All of these nations did not have a single scientist and
made no scientific discoveries in those decades. 8

Science and technology are thus not sufficient in themselves to bring eco-
nomic growth. History shows, rather, that advances in science and technology
follow growth; and that is why a nation that has attained fast growth often
shows fast development of technology. When underdeveloped nations grow
rapidly (such as the six just mentioned), they import the technology from the
rest of the world at a very fast pace. When a nation that is among the most
developed enjoys strong GDP growth, scientific discoveries are made at a rapid
pace. Western Europe and North America during the 1950-69 years attained a
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GDP rate of about 5.4% per year, while during the 1980-99 years growth was of
just 2.7%. That coincided with a rate of patent registration that was about twice
as fast in the first period. 8!

Infrastructure

Most economists see infrastructure as a factor that affects the economy
decisively. They argue that if a country does not possess adequate roads,
highways, bridges, ports, railways, airports and telecommunication systems as
well as an adequate supply of electricity, it will have difficulty producing goods
and developing internal and external trade. The World Bank, the Inter-American
Development Bank, the Asian Development Bank and the African Development
Bank have concentrated on lending to infrastructure projects. The argument
sounds consistent, but the empirical evidence does not corroborate it. 82

Infrastructure development clearly contributes to long-term economic
growth, but it can take years to pay off, and other countervailing factors can still
drag the economy down. During the 1930s, for example, the US government
invested more than ever before in infrastructure and allocated a larger share of
total resources for the construction of highways, hydroelectric dams and ports.
In spite of that the economy decelerated significantly and grew by less than 1%
annually, recording the worst performance in the 19th and 20th century. In the
1990s the Japanese government invested more in infrastructure as a share of GDP
than ever before. In spite of that it had the slowest economic growth in the 20th
century. In 1959, the infrastructure of Libya was one of the worst in the world,
but in the 1960s GDP expanded by 24% per year.

In the 1980s China’s infrastructure was one of the least developed in Asia.
There were no highways, the railroad system was antiquated, and electricity was
in short supply. In spite of that the economy grew in real terms by more than 7%,
while New Zealand, which had a far superior transportation, electrification and
communication system, grew by less than 2%. In the 1990s Vietnam’s infra-
structure was even worse than China’s in the preceding decade. In spite of that
the economy expanded in real terms by about 6%, while Canada, which had one
of the best infrastructures in the world, grew by just 2%. In 1989 the infra-
structure of Equatorial Guinea was perhaps the worst in the world, but that did
not keep the country from growing by 18% in the 1990s. Switzerland on the
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other hand had in the same decade one of the best infrastructures in the world
and despite that advantage its economy grew by less than 1% per year. %

Even when longer periods of time and groups of countries are analyzed, the
same lack of correlation is observed. During the second half of the 20th century,
the infrastructure in East Asia was considerably inferior to that of North
America. In spite of that, East Asia grew faster, averaging a rate of about 5.6%
while North America’s was 3.8%. 34

Even when comparing a country against itself, and thus eliminating all
arguments based on differences in economic systems, culture and other vari-
ables, it is still not possible to make the facts support the infrastructure
argument. During the second half of the 20th century the US had the best infra-
structure in the world, with the most extensive highway system, an extensive
and efficient railroad system, a state of the art telecommunications system,
modern airports, efficient ports, and ample electricity. The economy grew by
about 3.4% annually. In 1850-99, there were no airports, telecommunications
were almost non-existent, electricity was practically unavailable, highways did
not exist, railroads were few and primitive, and ports were few. But, the
economy grew much faster than it did a century later, averaging about 6.3%.

An absence of a correlation indicates an absence of causality. The historical
evidence shows that infrastructure improvements are also one of the many “lux-
uries” that become possible when there is economic growth. Countries do not
grow fast by investing abundantly in infrastructure or by possessing a highly
developed infrastructure. There is some other variable that causes growth and
once the economy expands rapidly, more resources become available for the
development of highways, airports and the like. That is why, in every country of
the world where the economy has grown rapidly, there was always a rapid devel-
opment of infrastructure.

The US, for example, had the fastest growing economy in the world in the
19th century and it also showed the fastest development of infrastructure. By
1900 the US had the most modern railroad system in the world and the highest
per capita electricity consumption. The region with the fastest GDP figures in
the second half of the 20th century was East Asia and it was also the region with
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the fastest growth of infrastructure. By the early 2000s the most developed econ-
omies in that region were the only countries in the world with modern airports
created on artificial islands.

In this period the United Arab Emirates, Qatar, Kuwait and Bahrain
attained the fastest GDP figures in the Middle East and they experienced the
fastest development of infrastructure in that region. They also attained the
fastest rate of growth in the world and saw the fastest development of con-
struction. By the early 2000s they had glamorous airports, impressive highways,
state of the art telecommunications, and dazzling skyscrapers. In Libya in the
1960s, Botswana in the 1970s and Equatorial Guinea in the 1990s, growth was
spectacular and infrastructure progressed impressively. %

Health

Some economists have argued that the health of a population plays an
important role in growth and in the 1990s the World Bank began to embrace this
idea. It thus began to advice governments in developing countries to invest more
in health-related matters in the belief that healthy people are more productive.
Although the idea seems sensible, the empirical evidence does not corroborate
i,

During the second half of the 20th century the population in the US expe-
rienced the highest levels of health ever and life expectancy was unprecedented
averaging about 73 years. A century earlier, in the 1850-99 years, the quality of
health was much lower and life expectancy was just 38 years. In spite of that it
was in the second half of the 19th century when the US economy grew the
fastest, averaging a rate almost twice as fast as a century later. 58

Western Europe attained its highest levels of health in the 1990s and life
expectancy was of about 77 years, which was an unprecedented figure. In the
1950s life expectancy was just 68 years and infant mortality was much higher
than four decades later. However, the economy grew by about 6.1% in the 1950s
and by only 2.6% in the 1990s. 8°
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In Libya in 1951, about 90% of the population had trachoma and numerous
other diseases were also rampant. Life expectancy was 45 years and infant mor-
tality was among the highest in the world. In the following years health
improved little, but in the 1960s the economy grew by about 24.4%. If good
health is important for growth, Libya should have experienced stagnation or at
best slow growth.

India had very poor quality of health in the 1990s and life expectancy was
almost twenty years lower than in Germany. In spite of that the Indian economy
grew more than three times faster than that of Germany, averaging about 5.0%.
In Japan life expectancy was even higher than in Germany, reaching 80 years, but
the economy performed worse than in Germany and averaged only 1.5%. Sub-
Saharan Africa was the region of the world suffering most from AIDS in the
1990s and Botswana was the country worst hit. In this decade about 30% of the
population from Botswana was contaminated with the virus. Life expectancy fell
dramatically and a large share of the working population died. Even so, the
economy grew much faster than in many countries that had low levels of AIDS
and had the highest levels of health in the world. While Botswana’s economy
grew annually by about 4.3%, that of Western Europe, where only 0.2% of the
population was contaminated with the virus and which was free of any major
health problem, grew by just 2.6%. *!

History shows that health does not guarantee a country fast economic
growth. There is no causal link. The empirical evidence shows, again, that health
is one of the many effects of growth. Every country has witnessed a rapid
improvement in health when the economy grew rapidly. In the second half of the
20th century the region with the fastest growth was East Asia and it was also
the region with the fastest improvement of health conditions. By the early 2000s
Japan, Hong Kong and Singapore had the highest life expectancy in the world
and the lowest infant mortality. Sub-Saharan Africa attained unprecedented
GDP figures in the 1950-99 years and health improved more than in any other
half a century period. However, improvements in health were slower than in
most other regions and that coincided with one of the slowest rates of economic
growth in the world. Eastern Europe and the Soviet Union made health improve-
ments from the 1950s to the 1980s, when the economy expanded by about 3%
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annually. In the 1990s the economy of the region contracted by about 2% and the
health of the population deteriorated significantly. In the Soviet Union, life
expectancy fell from about seventy years in 1989 to sixty years a decade later. %2

Throughout history, diseases and epidemics have claimed more lives than
famine and war put together. However, many of the worst diseases such as
tuberculosis and the plague, that over the centuries have killed millions, were
closely linked to malnutrition and this was the result of a weak economy.
Whenever the economy grew rapidly, agriculture did likewise and the per capita
food supply increased. Through history the rate of food production has run in
parallel with the GDP rate and malnutrition has fallen, in sync with the pace of
economic growth. 3

Typhus, cholera, malaria, schistosomiasis, guinea worm, sleeping disease,
hepatitis, diphtheria, yellow fever and numerous others were by the early 2000s
a major problem in developing countries. These diseases are fundamentally the
result of contaminated water, an absence or a poor sewage system, and inade-
quate rubbish collection. In the course of history, this insalubrious situation was
the norm. However, for countries such as those in Western Europe and North
America, there came a moment in the 19th century when the situation began to
improve and eventually these problems were eliminated. That moment always
coincided with the time when the economy emerged from stagnation and began
to grow rapidly. Only with fast growth is enough wealth created to finance an
adequate sewage system, water supply and rubbish collection for the whole
country. 74

History demonstrates that it is the rate of economic growth that deter-
mines the health of a nation. How fast that rate grows over sustained periods of
time determines how soon a country overcomes diseases and epidemics. By the
early twenty-first century the world of medical technology had learned how to
suppress numerous diseases, but a large share of the world population could not
access the medicine because their purchasing capacity was too low. Only fast
growth can increase the purchasing power of those populations.

Countries do not grow faster by investing more in health. It is some other
variable that causes growth and when that variable is present, the increased
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wealth allows for better nutrition, improved sanitation, more hospitals, and
improved medical technology.

Income Distribution

Most economists and social scientists believe that income differentials
affect growth. Although most are not fixated with the subject of redistribution,
practically all agree that wide income differentials have a dampening effect on
the economy. For liberal academics, the effect is slight; but even they agree that
when income differentials become too great, the potential for violence and crime
increases. Violence and crime have a cost on business that elevates costs of pro-
duction. They also have social costs, which are hard to quantify because the
physical and psychological injuries caused by violent acts are hard to erase from
the life of the victims. Even liberal economists advise governments to spend a
certain share of the budget on redistribution through programs such as public
education.

History however cannot substantiate this position. Income disparities in
Hong Kong in the late 19th century were extraordinarily high and in the 20th
century the government undertook very minor redistribution efforts. By the
1990s there were considerable income disparities, with a significant number of
US-dollar billionaires and millionaires, while a noticeable share of the popu-
lation lived in very modest conditions. In spite of that, during the 20th century
Hong Kong attained the fastest rate of economic growth in the world, averaging
about 6.0% per year. Germany invented the welfare system in the late 19th
century and in the 20th century German governments undertook among the
largest redistribution measures in the world. Only some communist countries
and a few other West European nations did more on this front. Income dispar-
ities were among the lowest in the world. Notwithstanding, this situation the
economy grew by just 3.7%. %

Since the birth of Brazil in the 16th century, it has seen large income dis-
parities, which tended to parallel ethnic differences. By the 1960s they had
become more blatant and Brazil had one of the most uneven distributions of
income in the world. In spite of that the economy grew by about 8.2% in the
1970s, even though budgetary resources for redistribution measures were

95. Jao, Hungdah Chiu & Wu, Yuan-li (ed): The Future of Hong Kong, Quorum Books, New
York, 1987, p. 44-46.

53



World Economic Historical Statistics

reduced. In this decade the Brazilian military reduced allocations for welfare and
used the capital to finance export-oriented manufacturing, 7

During 1960-79, China had one of the lowest income disparities in the
world, but the economy grew by just 2.6% annually. During 1980-99, income ine-
qualities grew rapidly and fewer resources were allocated for redistribution.
Beijing reduced allocations for welfare and agriculture and increased them for
manufacturing. In spite of that, the economy accelerated greatly and averaged
about 7.4%. In the 1990s Western Europe allocated a larger share of GDP for
redistribution purposes than any other region in the world. In spite of that, six
other regions grew faster. *

History shows that income disparities do not hinder growth and it also
shows that by allocating more funds for redistribution does not decrease ine-
qualities. Western Europe in the 1990s allocated a much larger share of its total
resources for redistribution than in the 1950s. Nonetheless, in the 1950s income
inequalities decreased while in the 1990s they increased. That coincided with
fast growth in the first period and slow growth in the second.

In North America income disparities fell considerably during the late 19th
century even though redistribution measures were non-existent. In the late 20th
century inequalities increased, even though, by then, the US and Canada had the
most developed welfare systems in their history. That coincided with fast GDP
figures in the first period (about 8% annually in 1880-99) and much slower ones
in the second (3% in the years 1980-99). %

In Japan inequalities diminished rapidly in the 1950s and 1960s, when the
economy grew by 10% per year and diminished less quickly in the following two
decades, when the GDP rate averaged about 5%. In the 1990s, on the other hand,
the economy grew by less than 2% and the improving trend all of a sudden
reversed. In this decade inequalities rose even though by then social welfare
expenditures as a share of GDP were much higher than in the 1950s and 1960s.

History shows that the only effective way to decrease inequalities is
through fast and sustained economic growth. The events of the past two cen-
turies show that income differentials begin to decrease only when GDP rates are
over 3% for developed countries and above 6% for developing nations. In 1980-99
in Western Europe and North America GDP rates averaged less than 3%. The
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evidence shows that when the rates are slow, not even the most elaborate social
welfare system can prevent an exacerbation of income disparities. °°

In most countries, the people enduring unemployment and underem-
ployment are those who have the lowest incomes. Since fast economic growth is
the best means for reducing and eliminating joblessness, fast GDP figures
deliver an immediate uplift of the incomes of the poor as they get supplied with
jobs. This puts them at parity with the share of the population that is full-time

employed.

Exogenous Factors

Another variable that economists have used to explain why at certain
times the economy prospers and at others it underperforms are those exogenous
factors that stem from the performance of a major economy to which another
nation is strongly linked through trade and investment. This theory has had a
certain following since the 19th century, when the countries of Western Europe
and North America established a considerable level of interdependence.

In the second half of the 20th century trade and investment were liber-
alized, thus creating new kinds of ties between countries. During that period the
US economy was by far the largest and economists constantly argued that the
performance of the US was a major factor affecting GDP rates in the rest of the
world. The link between Western Europe and the US economy was particularly
strong and when GDP growth decelerated considerably in Western Europe in
the 1970s, it was argued that this was largely the result of the deceleration of the
US. The fact that Japan was also strongly tied to the US and it also experienced a
major downturn seemed to further confirm this idea. 1°°

However, Latin America was also strongly linked and it even had a relation
of dependency with the US economy. In spite of that, GDP figures were almost
identical in the 1970s as in the preceding decade, averaging about 4.6% in the
1960s and 4.4% in the following decade.

The case of Hong Kong, Taiwan, South Korea and Singapore or the Newly
Industrialized Countries (NICs), also refutes the exogenous variable argument.
These economies were extremely closely tied to the US as their main export
market and their main source of foreign investment. On top of that their national
security was dependent on US military protection. The NICs were actually more
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closely bound through trade and investment with the US than Germany and
France, which conducted most of their trade with other European countries. In
spite of that the NICs did not experience a downturn and actually accelerated
their GDP figures. After growing by about 9.5% in the 1960s, they expanded by
9.7% in the following decade. 1!

Interesting to notice is that American economists used the exogenous
argument to explain the deceleration of the US in the 1970s. After growing by
more than 4% in the 1950s and 1960s the figure fell to 3% in the following
decade. It was claimed that the main culprit was the exponential increase in the
international price of oil, which increased costs of production. However, the
NICs, which were even more dependent on foreign oil than the US, not only
grew far faster, but even accelerated their growth rates a little. '

In the 1990s, Germany had the slowest GDP growth figures in the second
half of the 20th century, averaging just 1.6% annually. German economists
blamed the poor performance on the high costs of the unification of the former
East Germany and West Germany. Western Europe grew slowly in that decade
and countries such as France and Italy grew by about 1.7% and 1.2% respectively.
Since Germany was the largest economy in Europe and the most important
trading partner for most countries in the region, economists in most countries
blamed the slow growth on the situation in Germany. However, Luxembourg
was one of the countries whose economy was most closely tied to Germany’s;
since the early 19th century it had maintained free trade agreements with the
German States. In the 1990s, Luxembourg was tied to Germany more than
France and Italy were. In spite of that, Germany’s poor performance did not
affect it — it grew by about 5.4%. Luxembourg’s economy even accelerated rel-
ative to the 1980s. '3

The evidence shows that the reason why France, Italy and several other
countries in the region grew slowly was not Germany’s poor performance. This
was further confirmed by the case of Ireland, which grew by 7.9%. History
shows that exogenous variables do not have a determinant or even an important
effect on the performance of the economy.

101. Wade, Robert: Governing the Market, Princeton University Press, Princeton, 1990, p. 45-
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Democracy

Many social scientists have claimed that the political system has a signif-
icant effect on growth. Many have asserted that democracy facilitates growth
because the freedom enjoyed by the population helps economic agents allocate
their resources more rationally. Others have argued that an autocratic system is
more effective because it brings order to the chaotic behavior of people. The
problem with these ideas is that both fail to present a long-term cross-country
correlation.

Those in favor of democracy have a hard time finding historical evidence to
bolster their theory. Germany was autocratically ruled in 1880-99, while a
hundred years later, in 1980-99, it was a very advanced democracy. In spite of
that the economy grew by about 5% annually in the first period and by only 2% a
century later. The US experience was similar; in the late 19th century women
could not vote, African-Americans had few rights and there were numerous
irregularities in the electoral process. Nonetheless, the economy grew more than
twice as fast as it had done a century later when a full-fledged democracy was in
place. 104
The Soviet Union had a totalitarian system during 1920-39, but the
economy grew by about 7%. In the 1990s, when Russia for the first time in its
history practiced democracy, the economy collapsed and endured a terrible
depression, averaging about -3%. The US was an advanced democracy by the late
20th century while China had one of the most authoritarian systems; yet China
grew more than twice as fast in 1980-99. Switzerland had the most developed
system of direct democracy by the 1990s while Vietnam was a communist
autocracy. Vietnam grew about twelve times faster: Switzerland averaged 0.5%,
Vietnam, 6.0%. '

Even over a long period of time the argument is incapable of presenting a
consistent correlation. During the whole 20th century Hong Kong was not ruled
democratically; it was ruled as a colony by a British governor named by the
crown. Hong Kong’s economy grew almost twice as fast the US’s.

The arguments in favor of autocracy have also failed to find confirmation in
fact. Most countries in the course of history have been autocratically ruled, at

104. Bushnell, David & Macaulay, Neill: The Emergence of Latin America in the 19th century,
Oxford University Press, Oxford, 1988, p. 224-234.
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288.
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least up to the 18th century; and their economies remained perennially stagnant.
Even in more recent times autocratic regimes were unable to attain fast growth
on a sustained basis. Communist dictatorships grew rapidly at times, and at
times they did not. The Soviet Union experienced a continuous deceleration
since the 1960s, and in the 1980s it fell into stagnation. China grew slowly in the
1960s and 1970s, and Vietnam did likewise in the 1970s and 1980s. Non-com-
munist dictatorships such as that of Khadafi in Libya during the 1970-99 period
performed miserably, averaging negative GDP growth (-1.0%). Iraq also endured
negative growth (-0.5%) in 1980-99 during the totalitarian rule of Saddam
Hussein. Iran did only slightly better under the religious dictatorship of the
mullahs during 1980-99, averaging about 2.2%. Strongman rule in numerous
Sub-Saharan countries also coincided with dismal figures. In Zaire during 1970-
99, the economy averaged negative growth (-1.0%) and Equatorial Guinea in
1970-89 contracted at about 0.5% per annum. 1%

In the 1990s, some sixteen studies were conducted to measure the link
between political systems and economic growth. Three showed that the practice
of democracy was marginally helpful for growth; three others favored autocracy;
and ten found no conclusive results. These studies analyzed mostly the second
half of the 20th century or parts of it, but their results matched what the pre-
ceding history of the world had shown. The type of political system is not a
decisive factor in growth. 1%

History actually shows that the practice of a political system like
democracy is an effect more than a cause of fast and sustained economic growth.
For democracy to function adequately, the situation has to be reasonably stable
and the population of a given nation must have a high level of tolerance for other
people within the same nation with different views of the world. Tolerance on a
sustained basis, however, is unlikely if levels of economic development are low. If
a population or a large share of it must struggle for survival on a daily basis, the
level of pain will be too high and people will instinctively search for scapegoats,
and aggression between groups may arise. This will drive the government to acts
of violent repression, inimical to democracy.

As the history of the 19th and above all the 20th century in Latin America,
Asia, and Africa demonstrate, democratically-elected governments in countries
where living conditions are poor have been unstable and vulnerable to over-

106. The Middle East and North Africa 2002: Ibid.
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throw. The military and other groups that have overthrown civilian govern-
ments argue that they are motivated by the inability of the government to take
the country out of poverty. Most coups have taken place where the economy had
contracted, stagnated or grown slowly during the preceding years.

Argentina, for example, attained its independence in 1816 and immediately
sought to establish a democratic system. However, stagnation had prevailed
during colonial rule and in the decades after independence the economy only
accelerated marginally. Coups, civil war, power struggles and autocratic govern-
ments characterized the first half of the 19th century. In the 1850s, the economy
finally emerged out of stagnation and continuously accelerated its pace in the
following decades. In the second half of the 19th century, Argentina had one of
the fastest GDP growth rates in the world averaging about 4.3% annually.
Germany, which had the fastest growth among the large nations of Europe, grew
by just 3.9%. The exponential acceleration of the Argentinean economy since the
1850s coincided with the end of dictatorial government and in the following
decades elections were regularly held. Although women were excluded from pol-
itics, voting among men was largely restricted to the wealthiest, and manipula-
tions were frequent, the cause of democracy gained considerable ground in the
second half of the 19th century. From 1900-29, economic growth averaged about
4% and democracy continued to strengthen as electoral fraud rapidly dimin-
ished. In the 1930s, however, Argentina was hit by the world crisis and GDP
grew by just 1%. Unemployment and poverty rapidly increased, followed by
urban violence and a military coup. In the decades that followed, the economy
never regained the dynamism of the past. From the 1930s to the 1980s, the
economy averaged only 1.5% growth and during that time the military were con-
tinuously involved in politics. Almost every time an elected government
stumbled in the economic arena, urban revolts occurred, and the military over-
threw the government. 18

History also shows that even when circumstances call for autocratic rule,
fast and sustained economic growth goes hand-in-hand with increased stability
in the country, which allows the autocrat to progressively allow greater
freedoms.

China saw its first democratically-elected government take office in the
1910s; but it failed in just a few years. The decades-long economic crisis and the
international turmoil called for strong leadership. Chiang Kaishek ruled China

108. Ferns, H. S.: Argentina, Ernest Benn Ltd., London, 1969, p. 94-97.
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autocratically during the 1930s and 1940s. The population was restless and
violent. The leaders constantly had to confront a communist insurgency. After
defeat and retreat to Taiwan, Chiang continued to rule autocratically. Even
though he was never legitimized by an election, he became increasingly accepted
and respected by the population in Taiwan during his quarter-century rule,
which is credited with creating an average GDP growth rate of about 9%
annually. As the situation in Taiwan stabilized, Chiang progressively liberalized
the political system. When he died in 1975, his son endorsed a more enthusiastic
political liberalization. In the meantime the economy continued to grow rapidly.
When he died, in the late 1980s, the ruling party allowed democratic elections
and other parties competed for a share of power. Since the early 1990s,
democracy has been firmly established in Taiwan and has rapidly gained in
strength. Mainland China, meanwhile, was far from endorsing a democratic
system in the early 1980s, but China’s rapid economic growth and stronger
global position since then have allowed for a rapid easing of authoritarian

rule.lOQ

Corruption

Corruption has always been classified as affecting the economy negatively.
Social scientists and economists agree that corruption is a hindrance for eco-
nomic growth. Since the 1990s, the subject of corruption began to be touted as
an important factor affecting development and the World Bank began to
demand that governments reduce corruption if they wanted to receive loans and
aid.

The argument might sound very reasonable, but the facts again do not sub-
stantiate the idea. In Libya during the 1960s for example, King Idris was an
absolute ruler. His family and the most important members of his government
indulged in one of the highest levels of corruption the world has ever seen, regu-
larly negotiating bribes with foreign oil companies. In spite of that, the economy
grew by 24% per year. It was largely the excessive corruption what drove
Colonel Khadafi to overthrow the government in a coup in 1969. Contrary to
most other military governments in Africa and in the rest of the world, Khadafi’s
rule from the 1970s to the 1990s was characterized by an absence of corruption.

109. Rawski, Thomas: Economic Growth in Pre-War China, University of California Press, US,
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However, the economy in the 1970s averaged only 2% growth per year and in the
following two decades the performance was even worse. 1°

Transparency International is a Berlin-based international organization
that specializes in measuring levels of corruption worldwide, and it has system-
atically rated China as one of the most corrupt. Corruption during the 1980s was
one of the reasons why students protested in Beijing at Tiananmen Square in
1989. Even so, the country attained one of the fastest GDP growth rates in the
world, averaging in real terms more than 7% per year. During this same period
the US was one of the least corrupt nations. It had a vast array of laws to regulate
the conduct of public officials, supervised by a very strong and independent
judicial system. Still, economic growth averaged less than 3%.

In the 1990s, Transparency International rated Ireland as one of the most
corrupt nations in Western Europe. In spite of that, Ireland had by far the fastest
GDP growth in the region, averaging about 8%. !!!

General Obiang seized power through a coup in Equatorial Guinea in 1979
and he has ruled autocratically since then. In the 1990s he and his family, his
friends and high government officials had a monopoly over most of the economy.
Corruption in this decade was perhaps the highest in the world. Several interna-
tional organizations suspended their aid programs in protest. Even China com-
pared favorably to Equatorial Guinea. Despite the abuses, Equatorial Guinea’s
GDP grew fastest in the world, averaging 18% annually. Switzerland, on the
other hand, which is considered to have one of the most trustworthy and law-
abiding bureaucracies in the world, did not average even 1%. 12

In Japan, corruption was high in the 1950s but during the following
decades it progressively declined. However, as it declined the economic growth
lost speed. By the 1990s, at a time when Japan was experiencing the lowest level
of corruption in perhaps all of its history, economic growth was at its slowest in
the 20th century: growth averaged more than 9% in the 1950s and less than 2%
in the 1990s. In Western Europe, corruption in the 1950s was not high by world
standards, but it was much higher than in the 1990s. Corruption in this region
progressively declined during the course of the second half of the 20th century,
and during the same time period economic growth also declined. '3
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In the late 19th century corruption in the US was rampant, while a century
later it was far less prevalent. Even so, economic growth was more than twice as
fast in the late 19th century. In Argentina corruption was much higher in the
years 1880-99 than it was a century later, but in the late 19th century the
economy grew about three times faster. '#

Corruption is obviously not beneficial for a country, but the historical evi-
dence conclusively demonstrates that economic growth is not determined by the
presence or absence of corruption. The evidence also shows that it is growth that
affects corruption. When there is fast growth, wages rise. As the wages in a
country increase, those of government officials also rise and when they reach a
relatively high level, public officials stop demanding bribes. That is one reason
why developed countries have lower levels of petty corruption than developing
nations, and why they all show a decrease in corruption as they emerge from
poverty. History shows that some forms of corruption goes hand in hand with
insufficient development and the best mechanism to eradicate it is fast and sus-
tained economic growth.

Foreign Investment

Foreign investment has long been considered capable of affecting the per-
formance of the economy. Economists and in particular those from the World
Bank, the International Monetary Fund and the World Trade Organization
believe that foreign investment considerably helps nations attain faster eco-
nomic growth. Any inflow of foreign capital, even when it flows into real estate
or the stock exchange, traditionally has been seen as positive. However, most of
these experts say that the most useful form of foreign investment is when foreign
companies invest their capital in long-term operations such as a hotel, a factory,
a plantation, or a shopping mall. This type of investment, foreign direct
investment (FDI), is said to be more helpful for developing nations because the
foreign companies bring superior technology and better management practices
as well as capital.

However, not all inflows of capital have proven useful. When large inflows
of foreign capital are used to speculate in real estate, the exchange rate, or secu-
rities, they have repeatedly proved to have highly detrimental effects on the
economy. In the 1990s, this became particularly noticeable as countries opened
up their financial systems like never before. In very short periods of time large

114. Davis, Hughes & McDougall: Ibid,, p. 132-134.
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amounts of capital flowed into the countries that liberalized, and this was fol-
lowed by rampant speculation, financial crises and recession. Numerous
developed, middle income and developing countries suffered. '°

Even if only FDI is taken in consideration (although it has never been
responsible for speculation and financial crises), it is still not possible to find a
consistent correlation that can substantiate the economists’ claims. China, for
example, received on average about $2 billion annually in FDI during the 1980s,
and the economy grew by about 7% in real terms. Many economists trying to
make sense of that fact, given that China was one of the most regulated econ-
omies in the world, argued that the fast growth was largely the result of FDIL.
However, in the 1990s FDI increased massively — the country received about
$20 billion per year; but the economy only accelerated a little to a rate of about
8%. The absence of a correlation was even more clearly observed in 2000-03,
because FDI went up still more, averaging about $50 billion annually, and in this
period the economy actually decelerated a little. It was evident that some other
variable, yet to be identified, was responsible for China’s fast growth. 1°

A more useful way of measuring the effect of FDI on growth is to consider
the amount of foreign capital in proportion to the size of the population. In per
capita terms China actually received very little FDI in the 1990s in comparison to
Hong Kong, Mexico and many other countries. China, however, had a faster
GDP growth. Hong Kong grew by 4% annually, Mexico by 3% and most
developed countries, which were the largest recipients of FDI, grew by even
less!’

Also worth mentioning is the fact that the Soviet Union during the 1920s
and 1930s had the fastest GDP rates in the world even though it received no FDL
In the 1990s, on the other hand, when Russia and the other fourteen nations that
formed the USSR received more FDI than ever before, the economy of the fifteen
republics went into recession and experienced the worst contraction of the
country’s history. 18

The evidence clearly suggests that notwithstanding the numerous benefits
of FDI, it is not the answer to economic growth.
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Female Emancipation

Since the beginning of recorded history women in all regions of the world
have been relegated to a secondary status in society. For thousands of years,
women were primarily expected to bear and rear children; their only other task
was to cater to the needs of men, and their liberty was considerably restricted.
Throughout most of history, as well, the world as a whole experienced relative
economic stagnation. By the late 20th century, this situation still prevailed in
many developing countries. Social scientists have claimed that by limiting
women to household work, the economy is unable to maximize its resources and
is thus hindered in its growth. Since the 1990s, the World Bank has increasingly
endorsed this idea. '°

The problem is that no correlation can be documented between female
emancipation and fast economic growth. The fastest growing economies during
the years 1950-99 were the United Arab Emirates and Qatar, even though
women there were largely restricted to household activities. During this period
those countries progressively granted more liberties to women, but even by the
1990s they still had fewer liberties than women in North America had in the
early 20th century.

During the latter half of the 20th century the women who enjoyed the
greatest liberty in the world and who were most engaged in non-household
work were those of North America and Western Europe. Economic growth,
however, averaged 3.8% and 4.0% respectively, while in the United Arab
Emirates, Qatar, Kuwait and Bahrain the average was 8.7%. Women in Japan
during this period operated under more constraints than those in the West; nev-
ertheless, the Japanese economy grew by about 6.2%. Also worth mentioning, in
the years 1950-99, the share of women in the workforce in Western Europe and
Japan grew and liberties increased. However, the economy of both, instead of
improving, progressively decelerated. 12°

History shows that female emancipation is not vital to economic growth.
The evidence suggests that emancipation is an effect of growth. Nations where
emancipation had gone the furthest by the early 2000s had enjoyed the fastest
GDP rates in the world over the last two centuries. Even the Muslim countries
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mentioned above experienced dramatic progress relative to their situation in the
mid 20th century. By the early 2000s, these were the wealthiest Middle East
countries and they were also the Muslim countries that granted women the most
liberties. Culture surely plays a role in the speed by which emancipation takes
place, but the evidence suggests that the GDP growth rate is by far the most
important variable. 12!

Worldwide, women began to enjoy more rights in the 19th century — just
around the same time that the world economy experienced unusual growth. In
the 18th century, the world economy is understood to have averaged about 0.2%
per year while in the 19th century the rate was of about 1.2%. However, female
emancipation saw considerable progress in just a few nations, and those happen
to be the countries that had the fastest economic growth (West European and
North American countries as well as Japan, Australia, Argentina, New Zealand
and a few others). In the 20th century the situation of women worldwide
improved more than in any previous century, progressing in step with an
unprecedented GDP growth rate. The world economy expanded at an average of
about 3.0%. 122

The record shows that the situation of women does not improve with the
enactment of laws that guarantee them a quota of jobs or political posts. Nor
does it improve with education campaigns that preach new values to men. The
facts show that fast and sustained economic growth is the only effective mech-
anism for improving the living conditions of the female population of a nation.'??

The faster the GDP grows, the sooner a population attains comfortable
living conditions. People are less desperate and more liberal. In the opposite case,
when men suffer poverty and unemployment, they often take it out on women.
Studies show that in developed and developing nations, the women who are
married or related to the men with the lowest incomes endure the most physical
abuse. As a rule, unemployed men tend to beat and even murder their women
much more often than their full-time employed counterparts. 14

Economic growth tends to be accompanied by technological development.
The faster the GDP goes up, the faster the growth of technology and the spread
of science. The higher a nation’s level of economic development, the higher the
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level of education. If we accept the notion that ideology is every idea that is not
scientifically substantiated, and education is the learning of science, when a pop-
ulation attains a high level of education, ideology loses its grip. Many ideas that
through history were used to justify the second-class status of women had no
scientific basis; therefore, as a nation increases its level of development, the tra-
ditions and religious strictures that were used to limit women’s roles are

weakened and challenged by new perspectives. 2>

Business Performance

The business psychology prevailing at any given moment is also thought to
have an impact on the economy. Experts have claimed that when the majority of
the businessmen in a country are “in the mood” to invest and expand, growth is
the result. When they are less optimistic, stagnation or recession takes place.
This manic-depressive idea has mostly been used to explain short-term fluctua-
tions of the economy, but it has also been used to explain the long-term perfor-
mance of the economy and has been linked to cultural variables such as
entrepreneurial drive. It is thus argued that the businessmen from certain coun-
tries have as a permanent characteristic a higher propensity for saving and
investment as well as for risk-taking.

Such an argument is easily refuted because, if the businessmen of a country
characteristically possessed entrepreneurial drive, such enterprising and
investment-prone energy would deliver regular behavior and the GDP figures
would reflect that. From the 16th to the 18th centuries, for example, it was
claimed that the British were more entrepreneurial than their counterparts in
the rest of Europe and the world. However, by the late 19th century a growing
number of thinkers began to claim that the commercial class in North America,
several countries of continental Europe, and Oceania showed higher levels of
business energy. In the 20th century this idea gained even more sympathizers. If
entrepreneurialism were so closely bound to the nature of a nation, it is unlikely
that it could be present one year and gone the next. 120

Similar situations are observed in other regions. Up to the early 19th
century, German intellectuals and foreigners as well had claimed that German
businessmen lacked entrepreneurial drive and were risk-averse. However, since
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the latter part of that century the argument was overturned and it was asserted
that Germans were more driven to business and invention than the populace of
most countries in Europe and the world. For most of the 20th century, most
people continued to see Germans in that light, but in the last decades of the
century and in the early 2000s that view was revised, and it was even asserted
that the Germans had become “lazy.” 1%

Up to the early 19th century nobody spoke of Americans as creative and
innovative in business and science. However, since the middle of the century, the
country began to enjoy a reputation for men who could develop better business
ideas and who were rational risk-takers. In the 1930s, all of a sudden, economists
claimed that Americans had lost their entrepreneurialism; then, from the 1940s
to the 1960s, it was back. In the 1970s and in particular the 1980s, the hard-
driven and imaginative businessmen once again disappeared and analysts
claimed that Americans had somehow lost their edge. 128

Up to the late 19th century Western thinkers thought that East Asians
lacked drive, inventiveness and creativity. Since then, however, the Japanese are
no longer seen as lacking drive; but that opinion still touched businessmen from
the rest of the region. Since the 1950s, there was an impressive burst of business
activity in economies such as Hong Kong and Taiwan. In the decades that fol-
lowed, a growing number of countries in the region saw a massive multiplication
of business activity. Academics began to claim that the region was endowed
with highly motivated businessmen and such high business energy was the
result of culture. Interestingly enough, in the 1990s, it was claimed that the Jap-
anese had lost their drive. 12

How can erratic performance on a national scale be squared with the fact
that people who possess mental energy and a propensity for work maintain
those qualities throughout their whole life? The abrupt changes observed
through history suggest that this variable has not been a telling factor in growth.

In the cases mentioned, the periods when scholars claimed that a popu-
lation was endowed with entrepreneurial drive tended to coincide with fast eco-
nomic growth or with faster growth than in all or most other nations. Then,
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during a period of stagnation or lower GDP growth, they asserted that the popu-
lation no longer excelled in those qualities.

Britain, for example, grew faster than other nations from the 16th to the
18th century. In the 19th century its rate of growth accelerated, but several coun-
tries grew faster and by the later part of the century the growth gap had become
very large. In the 20th century, Britain grew at an unprecedented pace, but more
countries grew even faster.

In the US a parallel is also observed. The economy grew faster than any
other in the 19th century. In the 1930s, it stagnated and grew slower than many
others. From the 1940s to the 1960s, the economy once again grew rapidly, but in
the following decades it considerably decelerated. Worse still, in this last period
US growth rates were much slower than those of many of its competitors. >

In Germany the economy grew slower than most nations in Western
Europe up to the early 19th century, but after the Napoleonic Wars German gov-
ernments began to enthusiastically promote railroads and manufacturing. The
economy accelerated considerably and it progressively gained in speed, even-
tually growing faster than the majority of European countries. GDP growth rates
remained higher than most of its neighbors until the 1950s, and in the following
decade they began to decelerate. By the late 20th century and early 2000s, GDP
rates were not only weak, they were slower than many others. 13!

The Japanese economy began to grow faster than most Western nations’ in
the late 19th century, and during practically the whole 20th century GDP rates
retained their faster pace. In the 1990s, however, not only were its rates the
slowest in the 20th century, they were also lower than those of the majority of
developed countries and much lower than several of its Asian neighbors.

East Asia as a region also presents a parallel between growth and entrepre-
neurialism. The region was largely stagnant until the 1940s, but since the 1950s it
began to grow faster than any other region in the world. 132

History suggests that the superior business qualities of a population have
been an effect, more than a cause, of growth. When a nation has attained fast
growth and in particular the fastest in the world, it soon tends to possess the
largest enterprises and the most advanced technology. Since these firms tend to
have the best technology, they outperform all others. This drives the rest of the
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world to admire those businesses and to believe that the men managing them are
responsible for the success. Thus, when the economy deteriorates and other
countries achieve faster growth rates, the quality of the country’s goods deterio-
rates and they are less capable of competing. Slower GDP growth figures
translate into a slower pace of technological development, and all of a sudden
those companies and those businessmen lose their luster even though their abil-
ities have not changed.

History substantiates such a thesis. The empirical evidence shows that
the faster the rate of economic growth, the larger the profit margins of com-
panies and the faster the growth of sales. Over the centuries, the sales and profit
possibilities of enterprises all over the world have correlated with the rate of
economic growth. During periods of fast growth, bankruptcies are rare but
during periods of slow growth, stagnation or recession, they multiplied.

In the late 19th century, companies, entrepreneurs and multimillionaires
mushroomed in the future OECD countries and that correlated with unprece-
dented rates of economic growth. In the US, big new enterprises appeared on the
scene and millionaires such as Morgan, Rockefeller, Vanderbilt and Carnegie
cropped up; and the US attained the fastest GDP growth in the world. The US
economy during the years 1870-99 grew on average by more than 7% annually.
Yet, in the 1930s, American firms went bankrupt in larger numbers during an
almost stagnant economy that averaged less than 1% growth. In Japan in that
same decade business flourished, coalescing with an economic growth of more
than 5%. 33

During 1950-69, OECD countries attained an average rate of growth of
about 5.4%. Profit margins as a share of GDP for the enterprises from these coun-
tries were about 109%. In 1980-99, the economy of these countries grew by half
that, about 2.7%, and profit margins accounted only for about 4% of GDP. Sales
grew much faster in the first period.

By 2000 there were more US$ billionaires in Hong Kong as a share of the
total population than anywhere else in the world; this followed fifty years of
unprecedented business activity. During 1950-99, companies in Hong Kong had
flourished and grown faster than anywhere else in East Asia, coincidental with
the fastest rates of economic growth in the region. Many economists argued that
this resulted from the very liberal market policies endorsed by the colonial
authorities and by the entrepreneurial bent of the population. However, a

133. Boulding: Ibid,, p. 207-209.
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century earlier Hong Kong was also under British colonial rule and the same free
trade and free market policies applied. The culture was also the same; but at that
time business activity was stagnant. Economic growth was about 1% annually
during the years 1850-99 and 9% a century later. 1**

It is interesting to note that in the 1990s and early 2000s, sales and profit
margins were more attractive in China than in Hong Kong, even though China
was a communist-ruled country and had one of the most regulated economies,
while Hong Kong had one of the most market-driven and business-friendly
economies in the world. China’s GDP growth rate was more than twice that of
Hong Kong. Increasingly, Hong Kong entrepreneurs preferred China as an
investment destination.

Among OECD countries, the US was the most market-driven and
business-friendly in the 1990s and early 2000s. In spite of that, American firms
performed better in China than in the US. It was easier to make a profit in China
than in the US. In this decade the bankruptcy rate in the US was dramatically
higher than in China; and the GDP rate in the US was a fraction of that in
China®

No doubt knowledge of product development, marketing, financing,
accounting, human resources, business law and good instincts are useful tools
for the management of an enterprise, but history shows that the most important
factor in business success is a fast rate of economic growth. That is why reputed
and well-established companies in North America and Western Europe wit-
nessed a constant loss of market share to the new comers from East Asia during
the second half of the 20th century. First it was the Japanese; then it was the
businessmen from the NICs; and finally it was the Chinese that outperformed
Europeans and Americans. The businessmen in these Asian countries little
understood how world markets functioned when they first decided to fight for
market share. Japan, for example, was a militaristic inward-looking economy up
to the 1940s. Hong Kong and Singapore were mostly trading posts, while Korea
and Taiwan were largely agricultural. China was in an even worse situation
because it had a centrally-planned economy, where market forces were not con-
sidered, even up to the 1970s. Regardless — they all systematically defeated the
best from the West and grabbed market share throughout the world. Worse

134. Trade Policy Review — Hong Kong Vol. I, GATT, Geneva, 1994.
135. A Survey of China, The Economist, 15 June 2002.
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still, they even took market share in the home markets of IBM, General Motors,
Siemens, General Electric, Renault, Phillips and Volkswagen. 136

The common denominator in all of these cases is that these East Asian
economies grew much faster than those of the West. While North America and
Western Europe grew on average by about 4% during the second half of the 20th
century, the East Asian nations cited expanded at twice that pace. China for
example grew rapidly since the 1980s and exported at such an impressive speed
that practically every developed and developing country complained that
Chinese firms were making their domestic producers lose market share or go
bankrupt. The case of China made clear the impressive causal relationship
between fast growth and good business performance, because during the late
20th century most Chinese firms were in state hands. Communist-trained
bureaucrats managed these enterprises and they knew hardly anything about
Western professional management techniques. Nevertheless, they basically out-
performed the whole world. 17

Japan had by far the fastest rate of economic growth among developed
nations during 1950-89, and Japanese companies systematically outperformed
their Western competitors. American and European businessmen by the 1980s
were convinced that Japanese businessmen were superior and actually invin-
cible. In the 1990s, however, Japan had a slower rate of growth than most of the
nations in North America and Western Europe and all of a sudden Toyota, Sony,
Mitsubishi and Matsushita were no longer so impressive. Japan averaged a
growth of 1.5% per year while the US grew by 2.9% and Western Europe by
2.6%. Japanese companies were no longer gaining market share and were
actually losing it, even in their home market. Up to the 1980s, Japanese firms had
been acquiring Western companies, but in the 1990s Western companies were

buying up ailing Japanese firms. >

Bank Performance

Different economists accord different weight to the impact of the financial
system on economic growth, but they generally believe it has considerable
importance, for they believe capital plays a fundamental role in the economy.
That is why they have regularly advised governments to stimulate the devel-

136. Private Sector Makes Jobs, Far Eastern Economic Review, 16 May 2002, p. 24.
137. Stealing the Land, Far Eastern Economic Review, 7 February 2002, p. 56.
138. Nafziger, Wayne: Learning from the Japanese, M.E. Sharpe Inc., New York, 1995.
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opment of banks. They maintain that an efficient and developed financial system
is more capable of providing companies with funds.

This idea, however, is as flawed as the others. By the 1970s, for example,
China had one of the most inefficient and primitive financial systems in the
world. That did not change much, in the following two decades, because all the
banks remained in state hands, foreign banks were not allowed in the country,
and there was very little competition among Chinese banks. Also, by 1980
China’s banks had little in the way of assets. In spite of that China, attained one
of the fastest GDP growth rates in the world in 1980-99. China grew almost
three times as fast as North America and Western Europe — even though the
countries in these regions had the most efficient and developed financial systems
in the world. 1*°

Western Europe and Japan experienced a progressive development of their
financial systems during the course of the second half of the 20th century
because banks and other financial institutions progressively became larger and
were exposed to more competition. However, instead of accelerating, the
economy of these countries progressively lost ground.

In the US and in Argentina, the financial systems in the second half of the
19th century were extremely underdeveloped and inefficient compared to those
of a century later. Still, their economies grew twice as fast in 1850-99 as in 1950-
99. In the US, growth was about 6.3% in the second half of the 19th century and
3.4% a century later, while in Argentina the respective figures were 4.3% and
2.0%. 140

In Russia, all the banks and other financial institutions were nationalized
in the early 1920s and from then on operated under a centrally-planned system.
They became terribly inefficient and all financial linkages with the rest of the
world were cut. Yet, the economy grew spectacularly in the years 1920-39.
During this period the Soviet economy grew faster than any other nation in the
world, even though so many of them had more efficient financial systems. In real
terms, the Soviet Union grew about three times faster than the US. 141

In the 1950s, Libya had one of the most underdeveloped banking systems
in the world, but that was not a hindrance to the vast investments that were
made in the following decade, which delivered an economic growth of about

139. Building a Wall or a Bridge? Far Eastern Economic Review, 7 February 2002, p. 30.

140. San Martino, Ma. Laura: Argentina Contempordanea — de Peron a Menem, Ediciones Ciudad
Argentina, Buenos Aires, 1996, p. 876-1333.

141. Campbell, Robert: Soviet Economic Power, Macmillan & Co., London, 1967, p. 112-123.
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249% per year. The US, which had the largest gold reserves in the world, grew by
just 4% in that decade. In the 1960s, Botswana had one of the least developed
financial systems in Africa and lacked any serious capital. In spite of that the
economy grew by about 15% in the following decade. The US, which had the
largest amount of capital and the most efficient banks, grew by just 3% in the
1970s. By the 1980s the banks in Equatorial Guinea were among the least effi-
cient and the poorest in Africa. In spite of that, gigantic investments were made
in the following decade and the economy grew by 18%. Japan, which had the
largest foreign exchange reserves in the world in the 1990s, grew by less than
20/01142

History shows that an efficient financial system or banks with an abun-
dance of capital are not essential to rapid growth. Growth is not determined by
the financial system; GDP growth determines the performance of banks. That
helps explain why, in countries that have experienced fast economic growth,
banks have generally attained positive results and when stagnation prevails,
bank failures have multiplied. Under a weak economy, bank customers may go
bankrupt or become unemployed; banks inevitably experience a deterioration of
their balance sheets, as these cannot repay their debts. Insurance companies
undergo a similar situation in a weak economy as businesses and consumers buy
fewer insurance policies. History shows that competition helps keep a financial
system efficient, but that alone is not what brings prosperity.

Banks and other financial institutions are sometimes seen as a world apart
from the rest of the economy because they have numerous characteristics and
practices that distinguish them from the standard behavior of other enterprises.
However, on matters relating to growth they react in exactly the same way as
service companies, construction ventures, primary sector enterprises or manu-
facturing firms. It is fundamentally the rate of economic growth that determines
the performance of banks.

In the US, banks increased their assets and their profits tremendously
from 1870 to 1910. This was a time of stunning economic growth, which averaged
about 7% per year. In the following two decades the economy slowed to a rate
half as fast and the share of non-performing loans increased, assets grew at a
slower pace, and profits were smaller. In the 1930s, the economy stagnated, with
a rate of less than 1% growth, and non-performing loans increased considerably.
Bank failures did likewise and more banks went bankrupt than in all of the pre-

142. Carter & O’Meara: Ibid,, p. 242.
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ceding history of the country. During 1940-69, the US economy recovered and
averaged a growth rate of almost 5% annually. Banks improved their balance
sheets. Then, during the period 1970-99, the economy decelerated to a rate of less
than 3% growth and non-performing loans went up again, while profits were
lower than in the previous three decades. In the 1980s, more banks failed than in
any other decade since the 1940s, and the 1980s saw the slowest GDP figures
since the 1940s. 1*3

In the 1990s, Eastern and Central Europe returned to a capitalist mode of
production. State banks were privatized en masse and numerous private banks
were founded. However, almost as fast as they were created, they also collapsed.
Thousands of banks in Russia, in the former Soviet republics, and in central
Europe went bankrupt — coinciding with the worst recession in the region’s
history. 14

Most economists argued that this situation resulted from the inexperience
of the new bankers, who had no knowledge of competitive financial markets.
That argument, however, could not explain why the banks in China and
Vietnam did not experience similar problems. Bank assets actually grew very
rapidly in these communist countries. Yet, those East Asian bankers were even
more ignorant concerning competitive financial markets because banks were
only modestly liberalized and none was privatized. But this was a time of rapid
economic growth in China and Vietnam, which in the 1990s averaged about 8%
and 6% respectively. 1+

Another illustration is Japan. Japanese bank assets grew relentlessly after
World War IL In the four decades since the end of the war, assets of Japanese
banks grew so fast that by the late 1980s they were larger than those of the US,
even though Japan had a population half as large. That was matched by a GDP
that grew more than twice as fast as in the US. In the 1990s, that fast growth
came to an end and the Japanese economy slowed to a rate of 1.5%. Suddenly,
bank assets began to shrink relative to those of the US (which grew at double
that speed). Problems multiplied. In the 1980s, when the economy had averaged
a rate of 4.09%, non-performing loans in Japan accounted for about 2% of GDP,
but in the 1990s, they accounted for about 8%. 146
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144. Another Russian Shortage, Businessweck International, 27 February 1995, p. 19.

145. The New Spendthrifts, The Economist, 20 April 2002, p. 73.

146. Tsuru, Shigeto: Japan's Capitalism, Cambridge University Press, Cambridge, 1993, p.
104-129.

74



On Economic Growth

Environmental Protection

The protection of the environment is a new concept, which gained a fol-
lowing only in the second half of the 20th century. Since its birth, however, poli-
ticians have pondered its cost and economists have lucubrated over its effect on
growth. Most have associated the high costs of reducing pollution and pro-
tecting ecosystems as a variable that delivers a limiting effect on growth as it
reduces capital available for investment in productive activities.

The main reason why the environmental movement has achieved only a
fraction of its goals during the last decades is that governments see such invest-
ments as growth-hindering. Most governments are convinced that the measures
demanded by the “Green” lobby will hurt the performance of the economy and
jobs will be lost. Since unemployment and underemployment in OECD countries
increased in the late 20th century, governments have become increasingly fearful
of anything that might aggravate the situation. The Conference on Global
Warming in the Netherlands in the early 2000s failed because the Bush Admin-
istration refused to sign onto an agreement that might jeopardize the fast eco-
nomic growth enjoyed in the preceding years in the US. 147

However, the empirical evidence suggests the fear is misplaced. Singapore,
for example, made impressive progress during the 1990s with a major river clean
up and other projects relating to the protection of the environment. Regulations
in the island multiplied, approaching levels similar to those in Western Europe,
but Singapore achieved impressive rates of economic growth. GDP averaged
about 8% annually, about three times the rate of Western Europe. The evidence
suggests that growing environmental regulations were not the reason why the
West grew slowly and unemployment increased since the 1970s. 148

This was further confirmed by Ireland, which also implemented new envi-
ronmental protecting regulations in the 1990s, but went on to grow by about 8%
per year. The case of Ireland also debunked the argument claiming that because
of differences in culture and geographic location, Singapore was less affected by
environmental regulations. '*°

The business community has tended to associate efforts to halt environ-
mental degradation as having a negative effect on their profit margins. Studies
nonetheless show that, in the long term, enterprises that significantly invest in

147. State of the Planet, National Geographic, September 2002, 108.
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making environmentally-friendly goods achieve greater sales due to consumer
awareness of their ecologically-correct efforts. However, the large majority of
enterprises in developed countries in the early 2000s remained unconvinced by
such arguments; they are under constant short-term pressures from stock
markets and other forces, and the long-term benefits to their balance sheets from
environmentally-correct efforts were small and far from guaranteed.

The facts show that the most effective way to improve the profitability of
the enterprises of a country is through fast economic growth. Environmental
protection does not hinder growth; that means that countries with a clear
understanding of the causes growth can attain high profits for their firms while
simultaneously endorsing a very enthusiastic environmental protection policy.

Effective protection of the environment is largely dependent on advanced
technology to reduce pollution and restore ecosystems. History shows that the
rate of technological development is not fixed; it fluctuates. And, it runs in par-
allel with the rate of economic growth. During the 20th century the world as a
whole made more technological progress than during the preceding 100,000
years of human history. At the same time, the economic growth was significantly
faster than ever before. That means that with a clear understanding of the causes
of growth, countries could considerably accelerate their GDP rates and thus
accelerate the rate of technological development, which would increase the pace
by which environmental protection technology appears.

Environmental Sustainability in the Developing World

In the 2000s, about four-fifths of the world population live in countries
that are not developed, and which have the fastest rates of population growth.
The vast bulk of the pollution worldwide was caused by countries that are
already developed. Since developing countries all want to attain the levels of
development of OECD countries, it is feared that they will cause irreparable
damage to the environment. The fast population growth in those countries only
makes matters worse, it is thought. Many see the demographic pressure as the
largest long-term threat to the environment. "

Events of the 20th century show that the higher a nation’s level of eco-
nomic development, the lower its birthrate tends to be. That means that fast eco-

nomic growth is the best mechanism for reducing the rate of population growth
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in developing countries; and thus is the most effective way to reduce the demo-
graphic pressure on the environment.

Developing countries, in particular those situated in warm climate zones,
are hosts to the tropical forests of the world. These forests are particularly
important for maintaining the stability of the world climate, as well as providing
a home for the largest diversity of plants and animals. At present most govern-
ments in emerging economies believe they are better endowed for producing
primary sector goods, and they therefore concentrate their production efforts on
this sector. Rapid deforestation due to intensive wood production and the
clearing of land for agriculture is the result. In Sub-Saharan Africa, for example,
during 1970-99, about a quarter of the region’s forests disappeared, but the rate
of economic growth was slow and averaged just 2% per year. Since the popu-
lation grew faster (almost 3%), per capita incomes fell. Major ecological damage
was sustained and poverty actually increased (the worst of possible worlds). P!

By the early 2000s, the variables that cause economic growth were still
unknown but it was evident that agriculture and forestry were not among them.
The vast majority of countries that attained fast growth during the 1800-2000
period did so while shifting investment priority from agriculture to other
sectors. That suggests that fast economic growth in Sub-Saharan Africa, Latin
America, Southeast Asia and South Asia, which contain the tropical forests of
the world, might be attained by shifting their policies from the exploitation of
agriculture and forestry to other endeavors, perhaps including the establishment
of national parks in those areas, freeing them from depredation.

The rate of economic growth is fundamentally responsible for determining
the rate of rural-urban migration. The faster the economic growth, the faster is
the flow of peasants to the cities. Nations do not need to keep a large share of
their populations in rural areas. By 2000, in nations like the US, Luxembourg
and even Taiwan only 1% of their respective populations lived in rural areas and
the national living standards were among the highest in the world. Fast eco-
nomic growth would rapidly transfer the populations in developing countries to
the cities, creating the possibility of halting the destruction of forests by poor

rural dwellers who clear land for agriculture. 1°2
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The World Economic Forum (WEF) introduced the Environmental Sus-
tainability Index in the early 2000s; and it was the countries that were most
advanced that were listed as taking better care of the environment. When
nations are poor, protecting ecosystems or endangered species cannot be a pri-
ority. The environment can only be cared for when the population is secure from
disease and hunger, when nations have overcome poverty and the general popu-
lation is no longer fighting for survival. Fast economic growth is the only means
to reach a developed stage. 1

It has been argued that if India or other large but less-developed nations
were to attain the level of development of the US, world pollution would
increase to intolerable levels. The idea of putting one billion new cars on the road
certainly gives one pause. However, when we consider the technological possi-
bilities that emerged in the last decades, it becomes evident that technology can
generate new ways to reduce pollution. During the second half of the last
century, inventions such as scrubbers, electrostatic precipitators, incinerators,
catalytic converters, recycling plants, solar energy generating-machines, wind
energy generating-equipment and chlorofluorocarbon substitutes reduced the
rate of environmental degradation and in several cases they even reversed the
damage. OECD countries were as a matter of fact considerably less polluted in
the 1990s than they were in the 1950s. A variety of non-polluting automobiles
have been developed, and if concern over pollution outweighs other priorities,
the way will be found to bring them to market. >4

Fast economic growth in developing countries and, more particularly,
faster growth than that of developed countries, such as in China since the 1980s,
would eventually transform these countries into technology producers. History
shows that when nations that are lagging technologically grow faster than the
most developed countries, over sustained periods, they eventually catch up with
the most advanced. The US, for example, lagged behind Western Europe up to
the 18th century but in the 19th century it grew faster than any European
country. In the early 19th century, it was still almost completely dependent on
imported technology but due to fast growth, it imported technology at a fast
pace and rapidly increased the educational level of the population. Eventually, a
significant share of the population had some scientific knowledge, and they
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began to create their own technology. By the end of the 19th century, the US was
creating technology at a faster pace than any European country.

Japan did the same; it was almost totally dependent on technology imports
in the 1950s. However, since it grew much faster than North America and
Western Europe in the post-war decades, by the 1970s it had caught up and in
the following decade it surpassed them. In the 1980s, patents were registered in
Japan at a faster pace than elsewhere. As a result, by the late 20th century Japan
began to develop environmental protecting technology. Japanese companies
were the first to introduce electric automobiles that are competitive in price and
features with oil-powered vehicles. 1

Very fast economic growth in developing countries would soon convert
these nations into creators of technology, and thus they would contribute to
developing new technology to reverse pollution and climate change.

SCHOOLS OF ECONOMIC THOUGHT

Economic growth is a pre-requisite for better protection of the envi-
ronment, profitable business performance, decreasing corruption, for progress in
the treatment of women, better income distribution, the development of
democracy, the reduction of violence, amelioration of unemployment and the
elimination of poverty. Figuring out what are the variables that determine eco-
nomic growth must be the top priority of society. That is why numerous
scholars have devoted themselves to analyzing the causes of growth. They have
developed ideas and presented variables, such as those mentioned above, as fun-
damental or important factors for growth. Those ideas that were more systemat-
ically developed and which attracted the most sympathizers evolved into
schools of thought.

Throughout history, a number of schools have claimed to hold the key to
fast growth. Mercantilism, physiocratism, liberalism, Marxism, Keynesianism,
import-substitution, neo-mercantilism, and mainstream economics have all
claimed to have a solution to the fundamental problems of society. In the fol-
lowing pages the most relevant schools will be analyzed.

155. Fertilizing the Sea, Scientific American, April 1998, p. 24.
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Mercantilism

The mercantilist school of thought made its appearance in the 16th century
in Western Europe. It was largely driven by the discovery of the American conti-
nents and the vast amounts of precious metals that were extracted, which
mostly accrued to Spain. For thousands of years precious metals, especially gold
and silver, had represented wealth. 156

The Treaty of Tordesillas in 1494 barred European nations (with the
exception of Spain and Portugal) from the Americas. Some West European
nations began to think about ways to capture the precious metals of those conti-
nents. In an era when extreme poverty was common, violence was, too. Several
governments promoted piracy in order to steal the silver from Spanish ships.
England excelled in it. 7

That, however, allowed for the acquisition of only a minor share of the pre-
cious metals and some nations, such as the Netherlands, were not large enough
to confront the power of Spain. Dutch strategists therefore devised a mechanism
that would allow the Netherlands to acquire more bullion without resorting to
violence. They realized that by exporting to Spain substantially more goods than
Spain sold to the Netherlands, the Dutch would end up with a large trade
surplus and the surplus would have to be covered with gold and silver. The
Dutch government began to promote exports and, indeed, it soon succeeded in
developing a large trade surplus with Spain and thus it acquired a large cache of
precious metals. 18

Mercantilism was the policy of attaining the largest possible trade surplus;
governments that practiced it tried to promote exports while blocking imports.
Inspired by the success of the Netherlands (not only in accumulating precious
metals but also in attaining faster economic growth than anyone else), many
Western European nations began to endorse similar policies. In the mid 17th
century, the English government promoted a similar policy and immediately
achieved much faster economic growth and brought in more precious metals.
This incited other countries to follow. Mercantilism remained one of London’s
principal macroeconomic policies until the mid 19th century. Most of conti-
nental Europe promoted similar policies until the early 20th century. 1
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In most other regions of the world mercantilism was practiced in a less
methodical way but it was endorsed at the top. In China, for example, there were
some mercantilist efforts during the Song dynasty in the eleventh and twelfth
centuries, during the Ming dynasty in the 15th and 16th centuries, and under the
Manchu dynasty in the 18th and 19th centuries. During most of the time that
mercantilism was practiced in Europe or elsewhere, rates of economic growth
were stagnant or quasi-stagnant. Only occasionally did such a policy coincide
with fast economic growth. The historical evidence suggests that creating trade
surpluses and accumulating precious metals are not fundamental or even
important for the well being of a nation. Mercantilism was certainly not the
worst of possible macroeconomic policies; but it was incapable of providing
nations with what they wanted.

Physiocratism

The physiocratic school was born as a reaction to mercantilism and in par-
ticular to France’s mercantilist policies in the 17th century. The goal of mercan-
tilism was to export as much as possible, but primary goods such as agricultural
goods, minerals, wood and fish were hard to export. For one thing, the small
ships of those days could only transport small amounts of goods with a high
weight and volume, and primary goods tend to be heavy and bulky. And further,
many of these goods were highly perishable; they would decompose in a rela-
tively short period of time. Since sea vessels traveled slowly, perishable goods
were difficult to transport. The goods that were easier to export were manufac-
tured products, like textiles, which were relatively low in weight and had a very
long life span. Such “value-added” goods could also command higher prices than
primary goods. As a result, mercantilism drove governments to promote manu-
facturing and to de-emphasize support for agriculture and other primary activ-
ities, 100

This was a major change in policy. Since the beginning of recorded history,
some 5,000 years ago, most of the world had constantly struggled with a scarcity
of food. Food production in per capita terms was low and famines, hunger, and
malnutrition regularly ravaged populations in different regions. Leaders thus
focused on increasing the food supply and practically all the food came from
agriculture. The economic advisors of the time concluded that the fundamental
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source of wealth was agriculture, and they classified it as the only real pro-
ductive activity. For thousands of years, the promotion of agriculture was most
governments’ only real growth strategy. The fact that the economy basically
remained stagnant, and famines continued to prevail demonstrates that the
policy of investing in agriculture alone was a fiasco. '

When West European governments in the 16th and 17th centuries began
to shift resources from agriculture to manufacturing, for the promotion of
exports, the economy accelerated its pace considerably and the incidence of
famines decreased. This success is what drove an ever-larger amount of nations
to endorse mercantilism. However, it was a relatively small improvement
because famines and malnutrition continued to beset Western Europe until the
19th century.

The shift in resources to the detriment of agriculture was not large, but it
marked a clear change in policies. Since living conditions only improved by a
small amount and were not clearly perceptible, many French thinkers in the 17th
century concluded that the neglect of agriculture was a terrible mistake. The
neglect of agriculture was more pronounced during the reign of Louis XIV, and it
galvanized the theoreticians to formalize in a structured way the policies that for
millennia had given priority to agriculture. 102

The idea that agriculture was fundamental or at least very important for
the well being of a nation continued to be popular with economists and policy-
makers until the early 20th century in the future OECD countries. In most other
nations of the world, it was still prevalent in the 2000s. '3

Throughout history, the endorsement of physiocratism coincided with
stagnation. At times, when it was only partially endorsed and not all resources
were allocated to agriculture, it coincided with rates that were not stagnant, but
never did such a policy give rise to or even coincide with fast and sustained eco-
nomic growth. Worse still, whenever governments increased budgetary alloca-
tions for agriculture and reduced taxes on farming, the economy usually
deteriorated.
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Liberalism

The Scottish economist Adam Smith invented Liberalism in the late 18th
century. He claimed that the best economic performance was attained when
governments allowed market forces to operate undisturbed. According to him
market distortions, such as the trade barriers and the export subsidies that sup-
ported mercantilism, hampered efficiency and translated into a lower rate of eco-
nomic growth. Government subsidies to agriculture in support of physiocratic
ideas were also policy errors that hampered progress. The best policy for govern-
ments was simply to do nothing, he said, for all government intervention dis-
turbed the forces of supply and demand. For him, markets were much better at
allocating resources than government officials, and appropriate allocation of
resources was essential for increasing efficiency, which was essential for eco-
nomic growth. 164

Smith’s ideas ultimately carried the day, and its proponents significantly
influenced macroeconomic policies in the 19th and 20th century. The economy
in the vast majority of countries of the world accelerated considerably in the 19th
century and in the following century GDP figures accelerated even more.
However, there is little confirmation that it was the policies that emanated from
Smith’s ideas that delivered the faster rates of growth.

Export subsidies actually increased in the 19th century in many countries.
Manufacturing subsidies increased even more, and reached unprecedented levels
as a share of GDP. Many governments also supplied significant subsidies to con-
struction and services. All this amounted to a pervasive distortion of market
forces. To finance these subsidies, governments increased public expenditure.
The larger expenditures were accompanied by increased regulations on trade,
prices, finance, and labor, which distorted market forces even more.

In the 20th century, governments increased taxation in per capita terms,
still more, while they simultaneously borrowed in larger amounts. Government
expenditure as a share of GDP increased dramatically. The state directed more
and more resources to manufacturing, mining, infrastructure, housing, edu-
cation, social services and other activities. The level of subsidization worldwide
increased —and regulations did likewise. Market forces were thus distorted
more than ever, and in spite of that the world economy accelerated in an unprec-

164. Blaug: Ibid., p. 43-80.
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edented way. ' It is hard to support the argument that the progressive acceler-
ation of the world economy in the last centuries was the result of liberal policies.

Comparative Advantage

The comparative advantage school was actually a complement to liber-
alism; Smith had talked about the same subjects but had not gone very deeply
into them. Its creator was another British economist, David Ricardo, who pub-
lished his most important ideas in the early 19th century and put the accent on
foreign trade and specialization.

He asserted that foreign trade was fundamental for the attainment of fast
economic growth and in order to promote it most effectively, governments had
to practice free trade. He also claimed that by specializing in what each country
did best, and trading with other nations for what they did better, the best pos-
sible performance would be attained for all nations. He called this specialization
“comparative” advantage because it was not an absolute one. Countries did not
have to concentrate exclusively on the goods they could produce more effi-
ciently, but they ought to emphasize them. ¢

His assertion that foreign trade was a positive proved right, but the his-
torical record does not substantiate the claim that it was fundamental and
neither can it corroborate the claim that free trade policies most promoted eco-
nomic growth. In the 19th century a few nations started to experience dramatic
rates of economic growth, but that happened under policies that distorted trade
considerably. Most of the future OECD countries applied high tariffs, in par-
ticular during the second half of the 19th century. Canada, Australia and New
Zealand actually moved from a system of free trade in the first half of the 19th
century to one of high tariffs in the second half, and the economy went from
stagnation to approximately 4% growth per year in the second period. Most
others, like the US and those in continental Europe, increased tariffs or main-
tained them at high levels. That coincided with much faster rates of growth in
the period 1850-99. Only a few governments did what Ricardo recommended.
One of them was his home country; Britain renounced protectionism in the mid
19th century. Interestingly enough, Britain was the only future OECD country
that experienced a deceleration in its GDP figures in the second half of the 19th

165. German Unification: Ibid., p. 28.
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century. After having grown by about 2.9% per year in the period 1800-49, GDP
growth averaged 2.4% in the following fifty years. 197

Ricardo’s claim that foreign trade was fundamental for the attainment of
fast growth also proved problematic. In the 20th century, several nations
adopted a communist system and closed themselves off completely from foreign
trade. If his claim had been valid, these nations should have experienced a sharp
contraction in GDP, but the fact is that they grew and at times very rapidly. The
Soviet Union during the 1920s and 1930s was closed to foreign trade and even so
it grew faster (in real terms) than any other country in the world. And like
Smith, Ricardo believed that in order to achieve the best results market forces
should not be disturbed in other aspects of the economy, either. However, poli-
cymakers in Moscow during the 1920s and 1930s distorted market forces in
every single aspect of the economy, yet the USSR grew faster than anybody else.
Growth was about 7% annually, in real terms. '8

After World War II, several countries decided to close their borders to
foreign trade and to “manage” market forces; many of them did not experience
recession or even stagnation. They grew, and at times even rapidly. When most
of these nations decided in the early 1990s to abandon the centrally planned
system and endorsed policies such as the ones Ricardo recommended, their
economies collapsed and contracted. In the 1990s, the Soviet Union dismem-
bered into fifteen independent countries and all of them experienced a cata-
strophic recession. The countries of Eastern Europe also endured recession,
stagnation or slow growth. Only Poland averaged a respectable rate of growth, at
about 4% per year. '¢°

The historical evidence demonstrates that foreign trade and free trade are
useful, for they improve efficiency and quality, but Ricardo’s ideas on foreign
trade alone are not the full answer.

His other basic tenet, which asserted that countries would grow faster if
they specialized in what they did best, must be taken with a grain of salt. He said
that not all countries were endowed with the ability to produce all types of
goods. Some were better suited to produce primary goods such as agricultural
goods, minerals, wood or fish, while others were better at producing manufac-

tured goods such as textiles, metals, sea vessels and machinery. The division of
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85



World Economic Historical Statistics

labor among countries, as Ricardo saw it, would not be strictly in terms of eco-
nomic sectors; different countries might specialize in different types of manufac-
tured goods, or different raw materials and agricultural goods. Although the
central idea was that specialization increased efficiency and efficiency generated
faster growth, most analysts understood it as specialization by sectors. In the
late 20th century the World Bank and numerous academics were still advising
the least developed countries to concentrate in primary activities. Not only did
they claim that such a policy would deliver fast growth, but they asserted that it
was useless to try to produce factory goods because they were not endowed for
such activities. Investment in non-primary activities would be wasteful because
these countries lacked a comparative advantage in them. "° While it is true that,
at any given point in time, certain countries will be better positioned to produce
certain kinds of goods and services than others, some of those capabilities can be
acquired (or lost) over time, and under-developed countries must do something
more than export raw materials if they are ever to become “developed.”

Since the early 19th century, the countries that followed Ricardo’s advice
and specialized in the production of primary goods systematically failed to gen-
erate fast growth. Ricardo considerably influenced the policies that Britain
applied to its South Asian colonies in the 19th century. London decided that
India would be exclusively utilized for the production of primary goods. Agricul-
tural goods that could not be produced in Britain due to the climatic and soil
conditions were particularly promoted. On top of that, the British practiced a
policy of free trade in India and allowed market forces to operate freely. The end
result was total stagnation. The South Asian economy in the 19th century
averaged a yearly growth rate of about 0.3%. As a result life expectancy was just
twenty years by 1900. 17!

In the 17th and 18th centuries, the British held the opinion that it would
not be advantageous to equip their North American colonies to produce manu-
factured goods efficiently. Since the territory was endowed with vast natural
resources, they concluded that it would be most advantageous to concentrate on
the production of primary goods. Economic stagnation prevailed. Once the
United States became independent, the country took another course. With
national security at stake, there was a need to produce weapons as well as the
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metals and machinery that weapon production required. It was also necessary to
attain some degree of self-sufficiency in the production of civilian factory goods
because, in times of war, blockades and embargoes blocked imports. Further, the
building of an extensive railroad system was seen as a means to bond the ter-
ritory and create more sense of unity; it also fostered the rapid development of
the West. The US thus promoted the railroad industry, and the production of
manufactured goods on a large scale. In the 19th century the US was churning
out factory goods faster than any other country in the world, even though it had
so little previous experience producing them. That coincided with the fastest
rates of economic growth in the world (about 4.5% annually). 172

In recent decades century numerous countries in Africa, above all, but also
in Latin America, Eastern Europe and Asia continued to follow the advice of the
World Bank and other economists, who counseled them to concentrate in areas
where they had a comparative advantage. That meant specializing in the pro-
duction of primary goods or in a service activity such as tourism. In those coun-
tries where such a policy was fully endorsed, it has coincided with recession,
stagnation or slow growth. 17>

In the early 1960s the recently installed military government in South
Korea presented a plan of accelerated development to the World Bank, which
consisted in shifting investment priority from primary activities to export-ori-
ented manufacturing. The World Bank asserted that the effort would fail
because the country had never produced textiles, footwear, electrical goods and
metals. Pressured by strong national security concerns, Seoul refused to give in
to the pressure from Western economists and pushed forward with its plan. In
the following four decades South Korea became one of the most competitive pro-
ducers in the world, for all sorts of manufactured goods. It also had one of the
fastest GDP and export growth rates in the world. The economy grew by about
9% annually and exports by 20%. 174

History, and in particular recent history, is full of similar examples, in
which academics asserted that a country should avoid producing manufactured
goods if it had no previous experience making them. Economists have tended to
interpret the failures of the past as a proof that countries lacking a comparative
advantage could not establish one. For them, if a nation had never produced a
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good, it was condemned to forever fail and so, to remain dependent on other
nations. Those forecasts regularly proved false. 17>

China is the latest and most prominent example. When China began its
Open Door Policy in 1979, few economists believed that China would soon be
able to produce large quantities of factory goods in a competitive way. If the
experts had not believed it possible for South Korea, which had long had a capi-
talist economy, how much less credence would they have in a centrally planned
economy that knew nothing about cost-efficiency and quality control? Indeed,
China was still an agrarian economy where three-fourths of the population
worked the land. 17

However, notwithstanding such supposedly commonsense consider-
ations, by the 1990s China had become the developing country that exported
factory goods in the largest amounts. It also became the fourth largest producer
of manufactured goods in the world. In just a few years, Chinese goods became
competitive in cost and quality. They became so competitive that by the 1990s
China possessed a bilateral trade surplus with most of its trading partners. '/

Economists said that China’s effort to produce and export manufactures
would be inefficient and noncompetitive, and they claimed that the only chance
for success lay in thoroughly privatizing and liberalizing the economy. By the
early 2000s, the bulk of the economy was still in state hands and privatizations
had only barely begun. There had been considerable liberalization, but the
economy was still more regulated than in most other countries. Even so, China
had become competitive in the production of even high technology factory
goods. 18
Comparative advantage proved to be one more theory that has misled

nations.

Marxism

Marxism appeared in the mid 19th century as the brainchild of the German
economist Karl Marx, in opposition to the ideas of Smith and Ricardo. Marx
believed that in a system where market forces operated freely, most of the popu-
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lation was condemned to poverty because the strong would inevitably exploit
the weak. Marx called for a system in which people would be less vulnerable to
exploitation. He wrote long volumes in which he criticized capitalism, but he
never gave clear indications of how communism (as his system came to be
known) would function.

Marx’s biggest problem, however, was not that he was long on criticism
but short on alternatives; rather, it was that his basic tenet was faulty. He placed
his focus on how a nation should redistribute wealth, rather than on the creation
of wealth. He barely touched on the matter of growth, emphasizing instead that
resources should be taken from the rich in order to provide better living condi-
tions for the poor. Unfortunately, in the 19th century there was little real wealth
to go around, and if anyone had decided to follow his advice and redistribute the
wealth on equal terms, then every European would have ended in poverty —
even if they each had one more slice of bread. The level of wealth was low overall,
due to the history of slow or nonexistent economic growth. What Europe
needed most was to achieve the fastest possible rates of growth, and on that
matter Marx knew nothing. At least, most other prominent economic thinkers
understood the pre-eminence of growth. "

Since Marx did not elaborate on how an anti-capitalist system would
function, those people inspired by his ideas who eventually did come to power
had to improvise on all counts. In 1917, communists gained control of the
Russian government and rapidly set about forming a centrally-planned system in
which private property was eliminated, foreign trade was obliterated, and all
other market forces were suppressed. '

Liberal economists predicted that such a system would be terribly ineffi-
cient, and they were immediately proven right — for the quality of the goods
produced was very low. They also predicted that the economy would collapse,
but on that score they were dead wrong. The economy of the Soviet Union grew
faster in the 1920s and 1930s than any capitalist nation in the world. In the
decades that followed, up to the 1980s, it continued to grow despite the
abundant inefficiencies of the system. Still, while liberal economists proved
wrong in their forecasts, they were right in claiming that the system was inca-
pable of providing what society wanted. The Soviet economy continued to
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expand during the 1950-89 period, but only at an average rate of 2.7%. To make
matters worse growth progressively slowed, and in the 1980s it was almost
stagnant. The weak performance of the last decades appears to be what drove
Soviet leaders to abandon the system in the early 1990s and adopt a form of capi-
talism in its place. 18!

Other countries that practiced the same system, including Mongolia,
North Korea, China, Vietnam, Cambodia, Laos, Burma, Cuba, Nicaragua, Angola,
Mozambique, and those in Eastern Europe, saw uninspiring results. Most of
these countries did have economic growth under communist rule, but none
attained the fast and sustained GDP growth figures that nations aspire to, and
several experienced recession.

The record of the 20th century shows that Marxism did not deliver fast,
sustained growth and that in the end it hindered efficiency. The debate between
liberals and Marxists was sterile and fruitless. They argued over ideas that
turned out not to address the fundamental problem of society. What society has
always wanted from economists is to identify the key to economic growth and to
spell out clear policies to deliver it. On that count, both schools failed. Marxism
failed faster.

Keynesianism

The Keynesian school had its origins in the early 20th century under
another British economist, John M. Keynes. He was sympathetic to liberalism,
but was disappointed with the performance of this school in the aftermath of the
financial crisis that exploded in 1929 and the global depression that followed.

In the 1920s liberalism reigned in the US and in many other nations. Gov-
ernments allowed capitalists to do whatever they thought best, and bankers
worldwide and in particular in the US indulged in a frenzy of speculative
activity. Eventually, the New York Stock Exchange collapsed and pulled other
sectors of the economy down with it. The crisis immediately spread to other
financial centers, where stock exchanges also collapsed and the economy con-
tracted. Governments, following the advice of economists, did nothing, appar-
ently convinced that the market would spontaneously find a rapid way to
recovery. The economy contracted even more. By 1932, there was a massive rise
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in unemployment worldwide, accompanied by an increase in poverty, and a
wider gap in income distribution. 182

Keynes concluded that market forces were incapable of countering the
effects of such a recession, so he propounded a plan of government intervention.
By increasing government expenditure and/or by increasing the disposable
income of consumers, he believed the economy could be reactivated.

Government expenditure could be increased by raising taxes, or by
increasing borrowing. That would entail running large budget deficits. Liberal
economists had, up until then, considered budget deficits to represent a major
market distortion and a policy error. To promote government expenditure as a
large share of GDP was seen as a terrible distortion; to create large expenditures
while simultaneously running budget deficits was outright taboo. Keynes broke
with this orthodox view and theorized that increasing expenditure and allowing
budget deficits were a necessary evil in times of recession.

Keynes, however, did not believe that governments should increase expen-
diture in all economic activities. He recommended that policymakers concen-
trate on investing in infrastructure, education and job training, areas that were
thought to be pivotal for growth. He also recommended increased expenditure
for unemployment benefits, to keep consumption rates from falling through the
floor as families lost their incomes. 13

American governments and in particular the Roosevelt administrations in
the 1930s applied Keynesian policies most decisively, and the results were at best
mediocre. In 1930-32, there were timid efforts at public investment in infra-
structure and education, and the economy contracted noticeably. From 1933-39,
the US invested heavily in all the fields Keynes had indicated and the economy
improved, but only barely. To fund such large investments, Washington broke
with tradition and increased government expenditure while running large
budget deficits. The average economic growth for the whole decade was just
0.6% per year. 184

After World War II, Keynesian policies caught on in many countries that
fell into stagnation or recession. However, only rarely did the economy react pos-
itively. In the early 1990s for example, Japan experienced a significant deceler-
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ation and in an effort to return to the rates of the previous decades, Tokyo
decreed thirteen reactivation programs that increasingly enlarged expenditure
in infrastructure, construction, education, job training and unemployment ben-
efits. To finance those programs the government ran growing budget deficits.
The economy, however, never recovered. After having grown by 4.0% in the
1980s, it averaged only 1.5% in the 1990s, and in 2000-03 growth was just 0.8%.

In Switzerland, the experience was similar. In the 1980s, the economy
grew by 2.1% per year and in the early 1990s it began to stagnate. Fifteen reacti-
vation programs that gave priority to infrastructure, education, job training, and
unemployment benefit were implemented, but the economy remained stagnant.
During the 1990s, Switzerland’s GDP averaged a yearly rate of just 0.5% and in
2000-03 it grew by 1.1%.

Keynesianism never pretended to know what it is that causes economic
growth; it generally accepted the basic tenets of liberalism. Its fundamental
claim was that it had an antidote to recessions. The historical evidence, however,
shows that it was incapable of delivering even that.

Import Substitution

Proponents of import substitution also thought they had the solution to
financial crises like that of 1929 and the terrible recession that followed. Up to
the 1920s, the trading system worldwide had operated relatively smoothly and
Latin America had been exporting quantities of primary goods to North America
and Western Europe. After the crash of 1929, thousands of enterprises in
developed countries went bankrupt, and governments raised trade barriers to
protect those that remained. The high tariffs were a bar to imports so that Latin
American nations ended with far lower foreign exchange earnings, which in turn
prevented them from buying the manufactured goods they normally imported.
Latin America was paralyzed and the economy contracted. 18

An Argentinean economist, Raul Prebisch, concluded that the structure of
production of Latin American countries had to be changed in order to reactivate
the economies of the region and in order to avoid similar situations in the future.
He called for Latin countries to stop producing primary goods alone, and recom-
mended governments to promote the development of manufacturing. Given the
trade barriers in the developed nations and the relatively low quality that could
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be expected in the early years of South American manufacturing, exporting
factory goods to the most developed countries was unlikely to succeed; but Latin
American countries could produce for their own domestic market. To secure the
domestic market, he proposed to erect high trade barriers of their own. '8

Most Latin American governments followed his advice from the 1930s
onward, and they soon began to have faster rates of economic growth. During
the 1940s, 1950s, 1960s and 1970s Latin governments continued endorsing those
policies and the region experienced the fastest GDP growth rates in all of its
history. 187

The system, however, proved to be unsustainable. Since little in the way of
manufactured goods could be exported and the exportation of primary goods
continued to be insufficient to cover the cost of all that Latin American countries
wanted to buy from the rest of the world, trade deficits grew larger and larger. At
tirst, they could be covered by borrowing from developed countries; but as
interest rates went up, this became a trap. By the early 1980s, Latin countries
could not pay their debts. The banks from developed countries cut financing and
GDP growth experienced a massive deceleration. After averaging about 4.2% per
year from the 1940s to the 1970s, Latin America grew by just 1.6% in the 1980s. 88

Not only was the economy practically stagnant in the 1980s, the growth
rate of the period 1940-79 was already far from impressive. There was evidently
something about import substitution that delivered positive effects, but even
during its best moments it was insufficient to extricate the Latin countries from
a cycle of poverty and unemployment. Worse still, it was unsustainable due to
the ever-widening gap in the balance of payments that it generated.

Other nations in other continents had also endorsed import substitution
policies in the decades after World War 11. South Asian countries, and in par-
ticular India, opted immediately after independence (1947) to promote the
development of manufacturing for domestic consumption and to erect high trade
barriers to protect it. South Asian countries during that period had numerous
balance of payments crises, even though none proved as serious as the Latin debt
crisis of the early 1980s. The chronic trade deficits, however, were not the biggest
problem. The real problem was that rates of growth were never adequate.
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On average during the second half of the 20th century South Asia grew by
about 3.1% per year, far from enough to pull the region out of poverty and unem-
ployment. Worse still, the slowest rates during this period came during the years
1950-79, when the import-substitution policies were more enthusiastically
endorsed. '8

South Asia did not attain fast growth while it practiced import substi-
tution; but it did grow faster during this period than ever before. Before indepen-
dence, liberal policies had prevailed and the economy remained stagnant.

South Asia raised trade barriers to a higher level than Latin America and
the end result was higher levels of inefficiency. A larger share of production was
of very low quality and, despite extremely low labor costs, the costs of pro-
duction tended to be relatively high. Since the 1980s, South Asian governments
as well as those in Latin America started to abandon import substitution and
began to reduce trade barriers. Quality and cost efficiency immediately
improved. '

Many countries in Sub-Saharan Africa, the Middle East, and Southeast
Asia also endorsed import substitution in the post World War II decades and
progressively began to abandon the system since the 1980s. The level of trade
barriers and the degree of subsidization for manufacturing varied from region to
region, from country to country, and from one decade to the next. In all of these
countries, rates of economic growth accelerated considerably with the adoption
of import substitution policies and continued for a few decades.

However, in the vast majority of these cases, growth rates never became
fast enough or sustained enough to overcome the fundamental problems. Sub-
Saharan Africa averaged a yearly rate of growth of 2.8% in the second half of the
20th century while South East Asia managed 4.4% and the Middle East 5.1%.
The rates in these last two regions were fairly respectable, but the countries that
grew fastest were not those who practiced significant import substitution.

Import substitution also failed, in the long run, to answer society’s needs.
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Neo-Mercantilism

Neo-mercantilist policies came into being as a result of the pressing
balance of payments constraints that some nations in East Asia experienced in
the aftermath of World War II. Japan emerged from the war without foreign
exchange reserves and with large war reparations to pay. To reactivate its devas-
tated economy, it borrowed considerably from the West (in particular the US)
to import vast amounts of machinery and equipment. Since it had to repay those
loans in dollars, and since Tokyo did not want to take on a heavy burden of debt,
it promoted exports as much as possible to earn more hard currency. !

In 1949, Taiwan broke off from China. Up to that date, the economy of
China and Taiwan had been fairly stagnant, poverty was widespread and foreign
exchange reserves were very low. The government in Taipei needed to quickly
establish a military and economic basis strong enough to fend off communist
China, which threatened to invade. To achieve that, it needed to import vast
amounts of machinery, equipment and weapons. It promoted foreign direct
investment, but that was not enough; so it also promoted massive exports to
earn the foreign exchange needed to step up its imports. '°2

South Korea emerged after the end of the civil war with North Korea in
1953 with practically no foreign exchange reserves. Much of the economic base
had been destroyed, and earlier rates of growth had been modest or stagnant.
After the armistice, North Korea continued to threaten the South; Seoul urgently
needed to attain military and economic strength. After several failed efforts, a
new plan was endorsed by the military in 1961. To finance the vast imports of
machinery, equipment and weapons the new regime needed, it decided to
promote exports as much as possible. 173

In 1979, Beijing decided to radically change economic policies in China in a
bid to attain economic and technological parity with developed countries. To
achieve that goal, it needed to import vast amounts of machinery and equipment
from developed nations. Its foreign exchange reserves were very low due to the
slow growth China had experienced during much of its history, exacerbated by
its isolationism of the previous decades. China moved decisively to promote
exports.
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In Japan, Taiwan, South Korea and China the governments supplied
abundant export subsidies and erected high trade barriers to protect their
fledgling industries. In all four cases, exports grew at an impressive pace and
their original trade deficits rapidly transformed into surpluses. Their foreign
exchange earnings grew and eventually became the largest in the world. 174

Other nations in Southeast Asia such as Thailand, Indonesia and Malaysia
began in the 1980s to partially implement neo-mercantilist policies; they consid-
erably increased export subsidies and left trade barriers in place or reduced them
just a little. These countries saw an increase in exports and an improvement of
their balance of payments. !9

For most of the time that Japan, South Korea, Taiwan and China practiced
these policies, their economies enjoyed impressive rates of growth. However,
there were moments in which export promotion continued to deliver trade sur-
pluses and abundant foreign exchange reserves, but the economy did not grow
quickly. Japan during the 1990s, for example, maintained constant trade sur-
pluses and the largest foreign exchange reserves in the world, but the economy
only barely grew — achieving a rate of 1.5% annually. In 2000-03, trade surpluses
and foreign exchange reserves continued to grow, but the economy continued to
stagnate, growing by just 0.8%. 196

The neo-mercantilist system has performed better than any other in
history, but cases like Japan in the 1990s suggest that economic growth cannot
be guaranteed by export promotion, trade surpluses, and large foreign exchange
reserves. Even though South Korea and Taiwan retained high growth rates up to
the 1990s, they significantly decelerated since the 1980s. In the 1970s, both
averaged a GDP rate of about 10% per year but by the 1990s the figure was just
6%. Six percent was fast for countries that by 1989 had attained a relatively
developed status; but think what might have been possible if the rates of the
1970s had been maintained! On top of that, in 2000-03 trade surpluses and
foreign exchange reserves continued to increase in both countries, but the
economy experienced a further deceleration and averaged only 4%. 1%

It is also worth noting that nations that did not endorse the full neo-mer-

cantilist program attained similar fast rates of growth. Hong Kong and Sin-
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gapore did not erect trade barriers. During the years 1950-99, these two
practiced free trade and nonetheless attained a faster growth GDP rate than
Japan, which practiced neo-mercantilism the whole time. The situation in
Thailand, Indonesia and Malaysia also showed inconsistencies because the GDP
tigures in the years 1980-99, under neo-mercantilism, were the same as in the
preceding two decades, under a program of import substitution. In both periods
growth was not particularly impressive, averaging about 5.7 in the 1960-79 years
and 5.3% in the following two decades. 1%

There is much evidence to suggest that neo-mercantilist policies have
delivered fast growth, but not because of the goals they pursued. By chance,
some of those policies inadvertently pressed the button that is fundamentally
responsible for the creation of wealth. In fact, neo-mercantilism was first imple-
mented under the pressure of circumstances and only afterwards the experts
elaborated a theoretical framework to support it.

Mainstream Economics

Liberalism experienced a serious setback during the depression of the
1930s, for most politicians thought it had been responsible for leading the world
into that crisis. Some countries made a bit of a recovery as Keynesian policies
were applied in refutation to several aspects of liberalism. Even more damaging
to the liberal line, in the few countries that fully recovered in the 1930s, such as
Germany and Japan, the policies in place turned back the basic tenets of liber-
alism even more. During World War II, liberalism received a further blow as
large-scale government intervention in countries with liberal traditions such as
the US, Canada and Britain coincided with unprecedented economic growth.
Then there was the case of the Soviet Union in the 1920s, 1930s and 1940s, men-
tioned above, when the government’s complete intervention in the economy
went hand-in-hand with dramatic economic growth. 17

These facts shook the belief in liberal economics and the Smithian idea of
“no state intervention” was found untenable. Most policymakers concluded that
some intervention and regulation was necessary for the adequate functioning of
the economy. Areas such as infrastructure, education, health, social security and

198. Let the Good Times Role, The Economist, 15 April 2000, p. 82.
199. The Cambridge History of Japan Vol. 6, Cambridge University Press, Cambridge, 1988, p.
471-481.
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the environment were classified as domains in which market forces alone could
not resolve problems adequately.

In the 1950s and 1960s, most OECD countries achieved their fastest rates
of economic growth ever. At the same time, there was a considerable increase in
state intervention in the fields mentioned. There was also greater state subsidi-
zation of manufacturing, mining and other industries. This situation seemed to
corroborate the position of those who had always mistrusted the basic tenet of
liberalism. It seemed more and more that state intervention could have some
positive effects. 200

In the 1970s, however, growth rates decelerated considerably in most
developed countries and unemployment began to rise. Even in middle income
and developing nations, a similar phenomenon took place. Liberal economists
claimed that the slowdown was the result of too much state intervention and
reverted to their basic principle that market forces should be distorted as little
as possible. In the following decade, rates of growth slowed further and liberal
economists went more on the offensive. In the early 1990s, with the collapse of
central planning in the former USSR, they felt particularly reassured in their
beliefs and increasingly demanded that governments endorse liberalization,
privatization, the elimination of budget deficits, and a reduction of government
expenditure. 2!

Despite their renewed self-assurance, they never fully reverted to the
Smithian idea of a government that would limit its activity to providing national
defense. By the early 2000s, most economists in developed countries were advo-
cating a middle-of-the-road position in which trade liberalization, privatization,
deregulation, fiscal restraint and sound monetary policy were seen as keys for
growth. They nonetheless also endorsed a certain level of government inter-
vention in several areas of the economy where it was thought that the market
could not solve problems. This refurbished version of liberalism, in which pol-
icies are basically oriented to let market forces operate freely but several excep-
tions are made, has come to be known as mainstream economics. Since the 1970s,
this school of thought has been gaining new adherents among the worldwide
community of economists and as of the 1990s it had seduced most them, particu-

200. Cipolla, Carlo (ed): The Fontana Economic History of Europe—Contemporary Economies Part
I, William Collins Sons & Co., Glasgow, 1976, p. 95-98.

201. Hayward, Jack: The State and the Market Economy, Wheatsheaf Books, United Kingdom,
1986, p. 21-25, 191-212.
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larly in OECD countries, but also in developing nations (which had long rejected
or mistrusted those ideas). 202

Due to its rising acceptance among the economists of the world, govern-
ments gradually adopted the policies that emanated from mainstream eco-
nomics. The application of these policies nonetheless coincided with a gradual
slowdown in the rates of growth for the great majority of countries. In the 1960s
the world economy was expanding by about 4.8% annually; in the 1970s the rate
fell to 4.1%; in the 1980s it fell further to 3.2%; and in the 1990s it was just 2.5%.

In the 1990s these economists became more assertive than at any point in
the post-World War II period, mostly as a result of the collapse of communism.
The world at first was impressed, and honored them in numerous ways. The
most liberal economists of this group were always those of the University of
Chicago, and they received by far the most Nobel prizes. 2*°

However, due to the lack of results, by the early 2000s the world had
become increasingly disillusioned. These economists had claimed that the appli-
cation of their policies would deliver faster rates of growth and as rates slowed
down since the 1970s, they excused themselves by blaming the failure on an
incomplete application of their policies. In the 1980s, governments implemented
the liberal policies even more completely, but the world economy still decel-
erated; the economists again blamed it on the failure to implement several
aspects of the policy that had not been fully adopted. The collapse of com-
munism gave a major boost to liberalization worldwide and governments went
even further with “mainstream” policies. But, by then, even though economists
continued to look for scapegoats, the world increasingly had come to the con-

clusion that its fundamental problems could not be solved by these policies. 2°*

The Lesser of Evils

Why, despite so many failures, did these ideas seduce so many of the best
economists? Because this was the only school that made useful discoveries. This
school succeeded in deciphering which are the policies that increase efficiency
and quality. It is useful to improve efficiency and quality, but that is only a small
part of what it takes to eliminate poverty and unemployment. The mainstream
school also discovered how to control inflation and keep it low. This is also

202. Get Real — and win a Nobel Prize, Businessweek, 27 October 1997, p. 39.
203. Lucas the Keynes — killer, Newsweek, 23 October 1995, p. 31.
204. Stiglitz, Joseph: Where Global Markets are Going Wrong, W.W. Norton, 2002.
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useful to society, but of marginal importance because low inflation does not
assure fast economic growth.?®>

Identifying such a small part of what it takes to build a healthy economy is
not a great accomplishment, but it is better than nothing at all — and that is
what the other schools of economic thought had done. In consequence, the best
brains in the economics profession are now inclined to side with mainstream
economics. Governments in their turn have no alternative but to listen to what

the best brains in the economics profession advise. 2%

The actual record of history can be read in the following charts and tables.
With the powerful tool of standardized statistics that allow for comparisons
across centuries and continents, the achievements and failures of different eco-
nomic approaches and the effects of different environments can now be assessed.
They should lead to new conclusions and new questions that can occupy econo-
mists for the next generation.

205. The Future of Economics, The Economist, 4 March 2000, p. 90.
206. Krugman, Paul: Peddling Prosperity — Economic Sense and Nonsense in the Age of Diminished
Expectations, W.W. Norton, 1994.
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CHAPTER . WORLD AND REGIONAL STATISTICS

THE WORLD
GDP Average Life Expectancy

16t Century 0.1 19
17t Century 01 19
18 Century 02 20
19% Century 12 26
20t Century 3.0 49
1800-49 0.6 23
1850-99 18 28
1900-49 21 38
1950-99 3.8 59
1950s 45 50
1960s 4.8 56
1970s 41 61
1980s 3.2 64
1990s 25 66

The following charts display the economic figures of the world as a whole
and of all its regions. Gross Domestic Product (GDP) figures as well as those of
Manufacturing (Man), Agriculture (Agri), Services (Ser), Inflation (Inf), Popu-
lation (Pop), Unemployment (Unem), Exports (Ex), and Construction (Const)
are presented on an average annual rate basis.
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WORLD ECONOMY

Man GDP Agri Serv Const Inf Pop
16™ Century 0.1 0.1 0.0 0.1 0.1
17" Century 0.2 0.1 0.1 0.0 0.1
18 Century 03 02 02 0.0 02
19* Century 15 12 0.7 0.2 0.5
20" Century 3.8 3.0 19 35 3.4 14
1800-49 038 06 04 0.0 03
1850-99 22 18 10 04 06
1900-49 26 21 13 24 17 0.9
1950-99 5.0 3.8 25 46 4.0 51 18
1950s 6.0 45 27 52 41 3.0 20
1960s 63 48 3.0 6.0 52 3.4 21
1970s 56 41 23 54 46 2.0 20
1980s 40 32 27 3.8 33 5.8 18
1990s 3.0 25 16 25 23 41 10
EAST ASIA
Man GDP Agri Serv
16" Century 0.1 0.1 0.1
17th Century 03 0.2 0.2
18 Century 04 03 02
19%h Century 07 05 03
20 Century 6.4 3.9 22
1800-49 03 02 01
1850-99 11 08 05
1900-49 28 21 10
1950-99 9.9 5.6 33 8.4
1950s 10.7 5.8 3.9 9.4
1960s 129 6.9 35 10.1
1970s 15 62 35 92
1980s 95 57 3.2 8.4
1990s 5.0 3.6 24 51

China, Hong Kong, Japan, Korea, Mongolia, Taiwan
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EASTERN EUROPE AND THE EX-SOVIET UNION

Man GDP Agri Serv
16" Century 0.2 0.1 0.1
17" Century 03 0.2 0.1
18™ Century 0.5 03 03
19" Century 22 17 12
20" Century 4.4 23 19
1800-49 11 0.8 0.6
1850-99 33 2.6 18
1900-49 41 2.6 2.0
1950-99 4.7 19 17 4.7
1950s 10.0 39 42 79
1960s 6.8 2.8 3.0 5.8
1970s 7.6 33 33 6.8
1980s 25 1.0 0.5 2.4
1990s -35 -1.7 27 0.5

Albania, Armenia, Azerbaijan, Belarus, Bosnia, Bulgaria, Croatia, Czech Republic, Estonia, Georgia, Hungary, Kazakhstan,
Kyrgyz Republic, Latvia, Lithuania, Macedonia, Moldova, Poland, Romania, Russia, Slovak Republic, Slovenia,
Tajikistan, Turkmenistan, Ukraine, Uzbekistan, Yugoslavia

LATIN AMERICA AND CARIBBEAN

Man GDP Agri Serv
16" Century 0.1 0.1 0.0
17t Century 0.1 0.1 0.1
18™ Century 03 02 02
19" Century 12 0.9 07
20t Century 3.8 28 21
1800-49 05 04 03
1850-99 18 14 11
1900-49 26 20 14
1950-99 5.0 3.6 27 43
1950s 59 4.2 3.1 5.8
1960s 65 4.6 3.4 57
1970s 65 4.4 3.1 51
1980s 23 L6 18 13
1990s 38 3.2 19 3.7

Argentina, Bahamas, Bolivia, Brazil, Chile, Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador,
Guatemala, Haiti, Honduras, Jamaica, Mexico, Nicaragua, Panama, Paraguay, Peru, Puerto Rico, Uruguay, Venezuela
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MIDDLE EAST AND NORTH AFRICA

Man GDP Agri Serv
16" Century 0.1 0.1 0.0
17" Century 0.2 0.1 0.1
18 Century 02 02 01
19" Century 07 0.6 0.4
20t Century 44 33 21
1800-49 05 04 03
1850-99 09 038 05
1900-49 19 15 11
1950-99 6.9 51 3.1 62
1950s 71 53 3.0 8.1
1960s 8.8 6.5 3.7 63
1970s 108 7.9 3.2 7.9
1980s 3.7 26 4.0 3.4
1990s 41 3.2 15 55

Algeria, Bahrain, Egypt, Iran, Irag, Israel, Jordan, Kuwait, Lebanon, Libya, Morocco, Oman, Qatar, Saudi Arabia, Syrid,
Tunisia, Turkey, United Arab Emirates, Yemen

NORTH AMERICA
Man GDP Agri Serv
16" Century 0.0 0.0 0.0
17" Century 0.1 0.1 0.1
18th Century 0.4 03 0.2
19% Century 42 3.6 21
ZOth Century 43 37 19 4.0
1800-49 20 17 10
1850-99 6.4 55 32
1900-49 41 35 18 39
1950-99 44 38 19 40
1950s 5.7 49 31 56
1960s 6.2 5.0 14 49
1970s 39 36 16 41
1980s 33 2.9 22 35
1990s 2.9 2.6 11 20

Canada, United States of America
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OCEANIA

Man GDP Agri Serv
16" Century 0.0 0.0 0.0
17t Century 0.0 0.0 0.0
18" Century 0.0 0.0 0.0
19" Century 19 1.6 1.0
20 Century 37 3.2 20
1800-49 0.4 0.4 02
1850-99 34 28 18
1900-49 29 25 14
1950-99 4.5 338 25 4.0
1950s 6.1 5.0 31 57
1960s 5.9 53 2.9 5.0
1970s 31 26 16 31
1980s 27 24 29 25
1990s 4.5 3.6 20 35

Australia, New Zealand, Papua New Guinea

SOUTH AsIA
Man GDP Agri Serv
16 Century 02 0l 01
17 Century 03 02 02
18 Century 0.0 0.0 0.0
19% Century 05 03 02
20t Century 33 21 L6
1800-49 02 01 01
1850-99 07 05 03
1900-49 13 10 07
1950-99 53 3.1 24 47
1950s 38 20 18 34
1960s 53 27 27 4.6
1970s 41 21 19 44
1980s 6.4 3.9 3.1 5.4
1990s 6.8 43 26 58

Bangladesh, Bhutan, India, Nepal, Pakistan, Sri Lanka
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SOUTHEAST ASIA
Man GDP Agri Serv
16" Century 0.0 0.0 0.0
17" Century 0.0 0.0 0.0
18[]1 Century 0.1 0.1 0.1
19t Century 0.6 0.5 0.4
20t Century 43 29 18
1800-49 03 0.2 0.2
1850-99 0.9 0.7 0.6
1900-49 1.8 14 0.9
1950-99 6.7 4.4 26 7.1
1950s 59 41 27 6.0
1960s 73 4.8 33 9.9
1970s 7.8 53 2.8 83
1980s 52 32 16 5.0
1990s 7.4 4.8 27 6.5

Brunei, Cambodia, Indonesia, Laos, Malaysia, Myanmar (Burma), Philippines, Singapore, Thailand, Vietnam

SUB-SAHARAN AFRICA
Man GDP Agri Serv
16" Century 0.0 0.0 0.0
17th Century 0.0 0.0 0.0
18th Century 0.0 0.0 0.0
19[h Century 0.1 0.1 0.1
20t Century 25 17 14
1800-49 0.0 0.0 0.0
1850-99 02 01 01
1900-49 0.8 0.6 0.4
1950-99 41 28 23
1950s 47 3.6 27
1960s 5.8 37 26 45
1970s 35 22 17 3.8
1980s 30 19 21 22
1990s 34 24 26 27

Angola, Benin, Botswana, Burkina Faso, Burundi, Cameroon, Central African Republic, Chad, Congo, Democratic Republic of
Congo, Equatorial Guinea, Ethiopia, Ghana, Guinea, Ivory Coast, Kenya, Liberia, Madagascar, Mali, Mauritania,
Mogzambique, Namibia, Niger, Nigeria, Rwanda, Senegal, Sierra Leone, Somalia, South Africa, Sudan, Tanzania, Togo,
Uganda, Zambia, Zimbabwe
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WESTERN EUROPE
Man GDP Agri Serv
16" Century 03 02 02
17 Century 03 02 01
18th Century 0.7 0.5 0.4
1oth Century 3.0 25 15
ZOth Century 4.4 3.6 19 4.0
1800-49 17 14 11
1850-99 43 36 19
1900-49 39 32 2.0 36
1950-99 48 40 17 43
1950s 74 6.1 39 71
1960s 6.6 52 15 51
1970s 42 36 0.9 41
1980s 28 25 0.8 29
1990s 29 26 13 22

Austria, Belgium, Denmark, Finland, France, Germany, Greece, Iceland, Ireland, Italy, Luxembourg, Maltd, Netherlands,
Norway, Portugal, Spain, Sweden, Switzerland, United Kingdom
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CHINA
Man GDP Agri Serv Pop Inf Ex
16th Century 0.2 0.1 0.1 0.1
17th Century 0.2 0.1 0.1 0.1
18th Century 0.6 0.4 03 0.8
19th Century 0.2 0.1 0.1 03
20th Century 74 27 22 1.0
1800-49 03 0.2 0.2 0.6
1850-99 0.0 0.0 0.0 0.0
1900-49 0.6 0.5 0.4 03
1950-99 14.2 4.9(9) 4.0 10.1 17 91
1900s 0.4 03 0.2 0.2
1910s 0.7 0.5 03 03
1920s 12 0.9 0.6 0.4
1930s 29 21 1.4 0.6
1940s 23 -14 -0.5 0.0
1950s 17.0 4.6 (13) 5.0 12.0 23 7.9
1960s 10.1 22 (5) 15 71 19 31
1970s 10.8 3.0 (6) 32 87 19 7.0
1980s 16.2 71(10) 6.3 13.5 1.4 5.8 122
1990s 17.0 7.7 (A1) 42 9.2 12 7.0 16.1

Notes: Two considerably different sets of GDP figures for the period 1950-99 are presented. The ones in parenthesis are the
official statistics. The ones to their left are calculated to express the rate by which "real wealth" was created; they are much
lower because inefficiency was high during this period. The same applies for North Korea and Mongolia. In several other
regions of the world there are numerous countries in the same situation and in those cases figures are presented in a similar
way.

111



World Economic Historical Statistics

HONG KONG
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.0 0.0
19th Century 0.5 0.4
20th Century 74 6.0
1800-49 0.0 0.0
1850-99 1.0 0.8
1900-49 4.0 33
1950-99 10.7 87 10.5 2.2 5.6 133
1900s 2.4 2.0
1910s 4.0 32
1920s 33 2.8
1930s 4.7 4.0
1940s 55 45
1950s 158 123 14.2 2.8 4.0 14.0
1960s 14.4 10.2 13.8 25 24 12.7
1970s 10.6 9.4 -11.0 11.0 2.6 79 83
1980s 8.1 74 8.4 12 71 16.1 27
1990s 4.8 4.1 5.0 21 6.4 15.0 31
JAPAN
Man GDP Agri Serv Pop Inf Ex Unem
16th Century 0.2 0.1 0.1 0.1
17th Century 03 02 0.2 0.2
18th Century 0.2 0.1 0.1 0.0
19th Century L7 13 0.7 0.5
20th Century 7.0 54 1.8 6.1 L1
1800-49 03 0.2 0.1 0.2
1850-99 3.0 24 13 0.8
1900-49 6.3 45 17 5.7 13
1950-99 7.6 6.2 1.9 6.6 0.9 3.7 103 23
1850s 12 0.9 0.6
1860s 1.7 14 0.8
1870s 25 2.0 11
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1880s 3.6 3.0 17
1890s 6.0 47 21
1900s 7.0 52 26 6.6
1910s 8.4 6.3 29 8.2
1920s 31 2.4 18 3.0
1930s 8.5 54 25 8.0
1940s 45 3.0 -1.7 26
1950s 111 9.1 38 10.0 13 31 14.2 3.6
1960s 13.4 113 4.0 1.7 1.0 4.9 17.0 0.9
1970s 6.2 52 11 49 11 8.2 9.1 17
1980s 53 4.0 0.4 39 0.6 13 74 22
1990s 1.9 15 03 23 0.5 12 38 31
KOREA (SOUTH KOREA)
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 03 0.2 0.1 0.1
19th Century 0.6 0.4 03 03
20th Century 6.5 43 20 12
1800-49 03 0.2 0.1 0.2
1850-99 0.9 0.6 0.4 0.4
1900-49 20 15 11 0.9
1950-99 11.0 71 29 7 15 16.3
1900s 0.9 0.7 03 0.4
1910s 21 16 13 10
1920s 2.6 20 17 14
1930s 4.0 31 25 18
1940s 0.2 0.1 03 0.0
1950s 11 0.7 0.5 13 0.7 363
1960s 15.0 8.4 42 10.8 25 151 341
1970s 17.8 103 48 116 19 18.2 257
1980s 13.6 9.7 33 9.2 12 5.0 14.2
1990s 75 6.4 15 5.8 10 7.0 7.0 31

The figures from 1700 to 1949 are for the whole Korean peninsula (from then on just for South Korea)
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MONGOLIA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.1 0.1 0.1
20th Century 3.8 18 1.9
1900-49 2.0 13 1.0
1950-99 5.6 23(3.8) 2.8 53 27
1950s 10.0 4.0 (8.0) 5.0 9.0 3.0
1960s 37 1.4(2.8) 17 4.0 2.9
1970s 7.0 3.0 (6.0) 31 6.8 2.9
1980s 6.6 28(5.4) 14 5.9 27
1990s 0.7 0.5(0.7) 2.9 0.8 1.9 60.0
NORTH KOREA
Man GDP Agri Serv Pop Inf Ex
1950-99 87 19(5.8)
1950s 8.0 2.0 (5.0)
1960s 200 50 (15.0)
1970s 15.0 3.0 (9.0)
1980s 5.6 1.0 (3.0)
1990s 5.0 14 (32)
TAIWAN
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.2 0.1 0.1 35
19th Century 03 0.2 0.2 3.0
20th Century 6.8 4.9 29 1.6
1800-49 0.2 0.1 0.1 3.6
1850-99 0.4 03 0.2 24
1900-49 19 1.4 1.0 0.9
1950-99 1L.7 8.4 4.8 10.5 23 8.2 16.4
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1900s 1.0 0.7 0.5

1910s 2.6 1.8 14

1920s 33 23 2.0

1930s 44 3.4 22

1940s -1.8 -1.0 -0.9

1950s 122 7.8 5.0 10.1 35 203 6.1

1960s 14.0 10.1 6.1 13.0 3.0 24 253

1970s 13.2 9.6 52 123 21 10.2 30.2

1980s 111 8.1 4.6 9.2 1.6 51 13.4

1990s 7.8 6.3 33 77 11 32 71 2.6
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ATLBANIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.3 0.2
19th Century 16 12 0.9
20th Century 3.6 19 21
1900-49 22 18 11
1950-99 5.0 1.9 (4.0) 3.0
1950s 1.0 4.0 (9.0) 40
1960s 55 2.0(43) 26 42 238
1970s 52 1.8 (4.0) 23 4.0 25
1980s 2.0 0.7 (15) 2.0 -0.4 21
1990s 13 1.0(13) 4.2 4.0 0.3 35.0
BULGARIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.3 0.2
19th Century 21 L5 1.2
20th Century 4.4 22 20
1900-49 33 2.4 21
1950-99 55 2.0 (3.9) 19 48 03
1950s 93 3.3 (6.6) 44 8.0 1.0
1960s 85 3.0 (5.9) 3.0 7.2 0.8 14.4
1970s 9.0 31 (6.2) 4.0 8.0 0.6 11.2
1980s 52 1.8 (34) -21 33 0.0 1.4 -35
1990s -4.4 -1.0 (-2.7) 03 -23 -0.7 108.5 03
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CZECH REPUBLIC

Man GDP Agri Serv Pop Inf Ex
18th Century 0.5 0.4 03
19th Century 25 21 15
20th Century 4.8 28 27
1900-49 4.6 34 27
1950-99 5.0 22(41) 2.6 4.0
1950s 122 5.4 (10.0) 47 9.0
1960s 4.0 16 3. 3.0 35 0.5 6.7
1970s 6.0 25 (4.8) 24 5.0 0.7 6.6
1980s 20 0.9 (1.7) 0.4 14 0.2 1.6
1990s 0.9 0.7 (0.9) 2.6 11 0.0 19.1
The figures up to the 1980s are for Czechoslovakia
HUNGARY
Man GDP Agri Serv Pop Inf Ex
18th Century 0.5 0.4 0.3
19th Century 2.6 21 L5
20th Century 5.0 27 21
1900-49 4.4 32 23
1950-99 5.6 22(41) 1.8 4.8
1950s 11.0 4.0 (8.0) 5.0 9.4
1960s 5.0 20(3.8) 24 4.0 0.4 97
1970s 8.6 35(6.4) 3.0 8.0 0.4 8.6
1980s 16 0.8 (1.3) 17 21 -0.2 75 3.6
1990s 2.0 0.8 (1.0) -3.2 0.6 -0.3 16.7 4.0
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POLAND
Man GDP Agri Serv Pop Inf Ex
18th Century 0.4 03 0.2
19th Century 2.4 2.0 L1 0.9
20th Century 4.2 2.6 L5 0.6
1800-49 0.6 0.4 03
1850-99 42 3.6 1.9
1900-49 27 21 14 0.4
1950-99 57 3.0 (4.5) 15 4.0 0.8
1900s 41 3.4
1910s -3.0 -2.6
1920s 25 2.0
1930s 2.0 16
1940s 78 6.0
1950s 6.6 2.9(5.0) 2.8 4.5 14
1960s 6.1 27(43) 2.0 4.0 1.0 -0.3
1970s 75 3.8(61) 32 51 0.9 45 73
1980s 22 13(22) -0.4 2.8 0.7 38.1 6.1
1990s 6.3 4.4(47) 0.0 3.8 0.2 30.8 9.0
ROMANIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2
19th Century 22 15 1.2
20th Century 4.5 25 23
1900-49 33 2.4 19
1950-99 5.7 25 (4.9) 27 4.8
1950s 8.0 3.0 (6.0) 3.4 7.0
1960s 10.0 4.4 (8.6) 4.0 8.4 1.0 -0.2 9.4
1970s 1.2 5.6 (10.6) 6.2 9.0 0.9 0.8 47
1980s 0.7 03 (0.5) 03 0.8 0.4
1990s -1.6 -0.8 (-1.2) -0.5 -1.0 -0.4 110.0
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RuUSssIA
Man GDP Agri Serv Pop Inf Ex
16th Century 0.2 0.1 01 0.1
17th Century 03 0.2 01 0.2
18th Century 0.7 0.5 03 11
19th Century 23 17 0.9 12
20th Century 6.9 2.4(4.9) 1.9 0.9
1800-49 0.5 03 0.2 0.2
1850-99 4.0 3.0 16 2.2
1900-49 9.0 31(6.4) 2.0 0.8
1950-99 4.7 17(34) 16 33 1.0
1800-39 03 0.2 0.2
1840s 0.5 0.4 03
1850s 0.8 0.6 0.4
1860s 2.8 2.0 12
1870s 32 25 17
1880s 5.0 3.9 2.0
1890s 8.0 6.1 2.8
1900s 3.0 22 2.0
1910s -3.5 2.6 -3.0
1920s 211 8.0 (16) 59
1030s 172 5.8 (14) 01
1040s 71 22 (5 S51
1950s 122 41 (9) 48 46
1960s 9.1 3.0 (7) 29 57
1070s 62 23 (4) 20 40
1980s 43 14 (2) 11 3.8 0.6
1990s -9.0 -3.0(-6) -2.6 -1.8 -0.1 413.8
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YUGOSLAVIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.4 03 0.2
19th Century 2.0 1.6 1.0
20th Century 3.6 23 1.9
1900-49 33 2.4 1.8
1950-99 3.9 22 (34) 2.0
1950s 10.0 4.7 (8.0) 4.8 8.0
1960s 6.3 33 (5.8) 33 6.9 1.0 12.6 77
1970s 7.0 4.0 (5.9) 3.0 5.7 0.9 17.8 47
1980s 1.7 0.8 (13) 1.0 12 0.7 96.9 0.4
1990s -5.4 -2.0 (-4.0) -2.0 0.7 11,600,000.0

The statistics for the 1990s comprise all the territories that were part of Yugoslavia up to the 1980s.
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CHAPTER 4. ATIN AMERICA AND THE CARIBBEAN

ARGENTINA
Man GDP Agri Serv Pop Inf Ex
16th Century 0.0 0.0 0.0
17th Century 0.0 0.0 0.0
18th Century 0.1 0.1 0.1
19th Century 3.0 24 17 18
20th Century 36 25(31) 19 37 20 770 45
1800-49 0.6 0.4 0.4 0.6
1850-99 53 43 3.0 2.9 5.7
1900-49 4.4 3.037) 2.0 4.4 2.6 43 4.8
1950-99 2.8 2.0(25) 1.8 2.9 1.4 149.7 4.2
1800s 03 0.2 0.2 0.6
1810s 03 0.2 0.1 0.5
1820s 0.6 04 03 0.5
1830s 0.8 0.6 05 0.7
1840s 11 0.8 0.7 0.8
1850s 25 2.0 1.4 1.6 2.6
1860s 4.8 3.6 2.7 25 5.1
1870s 5.6 4.6 3.0 2.9 6.0
1880s 6.6 55 3.8 3.6 7.0
1890s 7.1 6.0 4.0 4.0 77
1900s 6.5 5.0 4.0 6.6 4.1 12 7.5
1910s 3.0 21 13 3.5 2.0 57 1.8
1920s 6.8 5.0 3.0 6.0 3.7 0.1 8.1
1930s 15 0.9 (L1) 12 17 1.6 21 0.4
1940s 4.0 22 (3.0) 04 4.1 1.6 12.4 6.0
1950s 3.1 19 (23) 1.4 33 1.4 27.0 14
1960s 4.6 2.7 (3.5) 17 3.8 1.4 23.4 2.8
1970s 2.4 15 (2.0) 25 25 1.6 128.2 10.1
1980s -0.9 -0.5 (-0.7) 04 0.0 15 334.8 0.6
1990s 5.0 4.6 (4.9) 3.1 4.8 13 2351 6.0
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World Economic Historical Statistics

BAHAMAS
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.8 0.6
20th Century 5.2 4.2
1900-49 2.4 2.0
1950-99 79 6.4
1950s 85 7.0
1960s 9.6 8.0
1970s 10.0 8.0
1980s 5.0 4.0
1990s 6.3 5.0
BoLivia
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2
19th Century 0.7 0.5 0.4
20th Century 3.0 21 17
1900-49 15 11 0.8
1950-99 4.4 31(3.6) 2.6 39
1950s 45 3.0 (3.5) 2.4 40
1960s 6.0 4.4(52) 3.0 5.4 23 35 9.8
1970s 6.7 45(5.2) 31 6.0 25 32.4 2.0
1980s -0.4 -0.2 1.9 05 2.0 391.9 1.0
1990s 5.0 4.0(4.2) 25 45 24 122 4.9
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Chapter 4. Latin America and the Caribbean

BRAZIL
Man GDP Agri Serv Pop Inf Ex
16th Century 0.1 0.1 0.1
17th Century 0.1 0.1 0.1
18th Century 0.1 0.1 0.1 24
19th Century 1.0 0.8 0.6 11
20th Century 53 3.6(4.2) 29 51 23 118.5 4.6
1800-49 0.5 0.4 03 0.4
1850-99 15 11 0.9 18 22
1900-49 4.1 2.6(3.1) 2.0 42 2.2 35
1950-99 6.4 4.6 (53) 3.8 59 24 230.4 57
1800s 0.2 0.1 0.1
1810s 0.4 03 0.2
1820s 0.5 0.4 03
1830s 0.6 0.4 03
1840s 0.9 0.7 0.5
1850s 1.0 0.8 0.6
1860s 11 0.8 0.6
1870s 1.4 0.9 1.0
1880s 16 12 1.0
1890s 24 2.0 13
1900s 3.0 23 1.4 3.0 23 2.0
1910s 42 33 2.0 3.6 2.2 0.9
1920s 1.4 1.0 1.0 3.0 2.0 83 23
1930s 5.4 3.0 (4.0) 25 55 21 9.0 0.4
1940s 6.3 3.6 (4.7) 3.0 6.0 25 10.1 121
1950s 8.6 5.6 (7.0) 4.0 7.0 33 18.2 5.6
1960s 6.0 4.0 (5.0) 4.0 8.0 29 48.0 51
1970s 10.9 8.2(8.8) 5.0 8.7 2.2 317 7.0
1980s 3.4 2.6(29) 29 32 2.0 328.2 5.6
1990s 31 27(2.9) 3.0 27 1.4 7261 51
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CHILE
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1
19th Century 23 18 1.4
20th Century 3.4 2.8 21 3.2
1900-49 23 18 13 2.2
1950-99 45 3.8(41) 29 42 18 67.8 6.1
1950s 37 25(3.0) 19 3.6 19 36.0 3.4
1960s 52 4.0 (45) 2.6 45 21 29.0 0.6
1970s 2.0 1.6 (1.9) 35 2.8 17 242.6 10.0
1980s 4.0 3.6(3.8) 5.0 2.8 16 20.5 6.6
1990s 75 72 13 75 15 111 9.7
COLOMBIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1 0.1
19th Century 11 0.8 0.6
20th Century 4.0 31 1.9
1900-49 2.6 2.0 14
1950-99 54 4.2(4.5) 24 57 24 37
1950s 6.3 4.4 (4.8) 3.6 6.2 2.8 2.6
1960s 5.8 4.6 (5.1) 35 57 3.0 11.9 22
1970s 6.6 53(6.0) 4.8 72 23 215 0.9
1980s 4.6 33(35) 2.8 31 2.0 243 75
1990s 3.8 33 -2.6 6.3 1.9 20.0 52

126




Chapter 4. Latin America and the Caribbean

COSTA RICA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1
19th Century 1.0 0.8 0.6
20th Century 4.4 32 2.4
1900-49 2.6 21 L5
1950-99 6.1 4.2 (4.7) 33 49
1950s 5.0 3.4 (4.0) 2.8 4.8
1960s 9.0 5.5(6.5) 57 57 3.4 19 9.6
1970s 8.2 53(6.0) 2.6 6.0 25 15.4 4.4
1980s 3.6 2.8(3.0) 31 31 2.6 248 6.1
1990s 47 4.0 (4.1) 25 49 2.0 20.0 97
CUBA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2 0.2 0.1
19th Century 0.8 0.6 0.4
20th Century 4.8 27 21
1900-49 25 2.0 15
1950-99 71 3.4 (5.8) 2.6
1950s 5.0 4.0 3.0
1960s 50 21 (3.9) 22
1970s 15.0 6.0 (12.0) 5.0
1980s 133 6.1(11.0) 4.0
1990s 30 12 (20 13
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DOMINICAN REPUBLIC
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1
19th Century 0.8 0.6 0.4
20th Century 4.4 3.0 1.9
1900-49 2.6 19 13
1950-99 6.1 41(4.9) 25
1950s 37 24 (3.0) 20
1960s 6.0 4.0 (4.6) 21 5.0 29 21 23
1970s 10.0 6.3(8.0) 4.0 7 29 8.4 5.6
1980s 3.6 25(3.0) 0.4 35 23 19.1 3.0
1990s 7.0 52(57) 38 5.7 19 8.0 7.0
ECUADOR
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1 0.1
19th Century 0.6 0.5 03
20th Century 3.5 23 19
1900-49 0.9 0.7 0.5
1950-99 6.0 3.9(4.7) 33 51 27
1950s 6.6 4.0 (5.0) 33 6.6 2.6
1960s 81 4.8 (6.0) 34 6.8 31 33 29
1970s 105 7.0(83) 34 8.6 31 147 8.2
1980s 22 1.6 (1.9) 43 17 25 344 42
1990s 27 20(22) 2.0 1.9 21 30.0 44
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EL SALVADOR
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1
19th Century 1.0 0.8 0.6
20th Century 3.9 2.8 L5
1900-49 25 2.0 13
1950-99 52 3.6(4.1) 17 4.6
1950s 5.0 3.5 (4.0) 2.6 5.0
1960s 85 50(5.7) 3.0 6.5 2.9 0.5 5.4
1970s 6.0 4.0 (5.0) 32 51 2.9 10.8 42
1980s 0.7 0.5(0.7) -11 0.7 11 16.8 -3.0
1990s 5.6 4.9(53) 0.9 5.6 21 7.0 11.0
GUATEMALA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1
19th Century 0.9 0.7 0.5
20th Century 3.8 27 24
1900-49 23 19 15
1950-99 53 35(41) 33 4.8
1950s 5.0 3.3(4.0) 3.0 7.0
1960s 7.8 4.7(5.6) 43 55 2.8 0.1 9.1
1970s 8.0 5.0(5.9) 51 55 29 10.6 45
1980s 1.0 0.7(0.9) 12 0.9 25 134 -1.8
1990s 45 4.0 (4.3) 27 4.9 2.6 7.0 6.4
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HAITI
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1
19th Century 0.7 0.5 03
20th Century L7 11 0.4
1900-49 11 0.8 0.5
1950-99 22 14 (L7) 03
1950s 7.0 5.0 (6.0) 4.0
1960s -03 -0.2 (-0.3) -0.6 0.9 15 41 0.0
1970s 71 4.0 (5.0) 2.6 37 17 10.9 7.0
1980s -0.6 -0.2 (-0.4) -0.1 0.9 19 6.8 12
1990s -2.0 -1.7(-2.0) -43 -0.3 21 17.0 24
HONDURAS
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1 0.1
19th Century 0.6 0.4 03
20th Century 3.0 22 18
1900-49 13 1.0 0.7
1950-99 4.6 3.4(3.9) 29 4.6 3.0 53
1950s 5.0 3.6 (41) 3.0 5.0 2.8 8.0
1960s 5.8 4.8 (53) 57 4.8 31 29 111
1970s 55 3.3 (4.0) 13 7.0 33 8.4 43
1980s 33 23(2.7) 27 25 31 47 11
1990s 3.6 3.0(3.2) 18 37 29 20.0 20
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JAMAICA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1 0.1
19th Century 0.9 0.7 0.5
20th Century 28 23 L7
1900-49 2.4 19 15
1950-99 32 27 19 2.8
1950s 8.0 6.0 4.0 7.0
1960s 7.0 6.0 15 4.7 1.4 39 4.7
1970s -1.3 -0.5(-0.9) 0.9 0.2 16 17.4 -6.8
1980s 24 20 (23) 0.6 18 12 18.5 2.0
1990s 0.1 0.1 23 03 0.9 26.0 0.1
MEXICO
Man GDP Agri Serv Pop Inf Ex
16th Century 0.1 0.1 0.1
17th Century 0.1 0.1 0.1
18th Century 0.3 0.2 0.2 0.6
19th Century 13 0.9 0.7
20th Century 4.5 32(3.7) 23 22 42
1800-49 0.4 0.3 0.2
1850-99 22 15(17) 11 25
1900-49 35 23(2.8) 22 1.6 2.8
1950-99 55 4.1(4.6) 24 4.6 27 233 5.6
1800s 0.5 0.4 0.3
1810s 0.0 0.0 0.0
1820s 0.1 0.1 0.1
1830s 0.7 0.5 0.3
1840s 0.9 0.7 0.4
1850s 13 0.9 0.5
1860s 12 0.8 0.6
1870s 17 12 0.9
1880s 3.0 21 1.6 11
1890s 4.0 27 21 13
1900s 4.2 28(3.2) 21 1.9 29
1910s 0.4 0.3(0.4) 0.4 0.0 03
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1920s 18 11(1.4) 1.0 1.0 13
1930s 43 25(34) 20 24 27
1940s 70 50(57) 38 26 20 638
1950s 74 5.6(62) 44 8.1 31 3.0 4.0
1960s 8.7 65(73) 34 6.9 35 38 4.4
1970s 6.7 5.0(5.9) 21 47 31 16.7 10.9
1980s 0.9 0.6 (0.7) 0.8 0.9 21 7 37
1990s 3.6 2.6(2.7) 13 24 18 201 48
NICARAGUA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1
19th Century 0.7 0.5 0.4
20th Century 3.2 21 2.0
1900-49 19 13 1.0
1950-99 45 29(34) 3.0 25
1950s 7.0 5.0 (6.0) 4.0 6.0
1960s 9.6 6.0 (7.2) 6.0 5.7 29 19 9.7
1970s 33 2.0 (2:6) 2.0 13 33 122 20
1980s 223 -13 (-1.9) 22 -15 27 3,600.0 -39
1990s 5.0 2.8 (32) 54 11 2.8 36.0 103
PANAMA
GDP Agri Serv Pop Inf Ex
18th Century 0.1
19th Century 0.8 0.6 0.5
20th Century 3.7 3.1 22
1900-49 25 21 15
1950-99 4.9 4.0 29 44
1950s 5.0 4.0 25 48
1960s 9.4 7.8 5.7 7.6 29 16 105
1970s 3.8 34 22 49 23 74 0.6
1980s 0.6 0.5 25 0.7 21 25 -0.9
1990s 55 42 17 42 18 2.0 0.0
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Chapter 4. Latin America and the Caribbean

PARAGUAY
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1
19th Century 0.9 0.7 0.5
20th Century 3.5 2.6 2.4
1900-49 25 1.9 14
1950-99 44 3.2(3.8) 34 45
1950s 23 1.2 (1.6) 1.0 23
1960s 42 3.5(4.2) 3.0 6.5 2.6 31 54
1970s 9.9 7.0(83) 6.8 8.6 29 93 8.4
1980s 29 21(2.5) 3.6 31 3.0 232 7.0
1990s 2.8 22(24) 2.8 2.0 27 10.0 31
PERU
Man GDP Agri Serv Pop Inf Ex
18th Century 03 0.2 0.2
19th Century 18 13 0.9
20th Century 3.2 24 22
1900-49 22 18 14
1950-99 41 3.0 3.0 34 24 29
1950s 51 3.5 (4.0) 2.6 5.0 25 18
1960s 57 4.0 (4.9) 37 53 2.8 104 20
1970s 37 25 (3.1) 0.1 3.6 27 26.8 17
1980s -0.7 -0.2 (-0.3) 27 -0.7 22 160.3 0.0
1990s 6.7 5.0 (54) 5.8 4.0 17 30.0 9.0
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PUERTO RICO

Man GDP Agri Serv Pop Inf Ex
18th Century 0.1
19th Century 11 0.8
20th Century 4.8 4.0
1900-49 3.0 25
1950-99 6.5 55
1950s 9.4 8.0
1960s 10.0 8.4
1970s 4.7 4.0
1980s 4.0 33
1990s 4.4 3.7
URUGUAY
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1
19th Century 25 2.0 16
20th Century 33 25 21
1900-49 34 25 21
1950-99 32 24(27) 2.0 27
1950s 6.0 4.0 (4.4) 3.0 5.0
1960s 17 12 (15) 19 1.0 11 511 22
1970s 39 25(3.0) 0.8 2.0 03 64.0 43
1980s 0.5 0.4 (0.5) 0.0 0.8 0.6 59.2 4.0
1990s 37 3.7(4.0) 43 45 0.7 36.0 6.0
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VENEZUELA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1 0.1
19th Century 0.8 0.6 0.5
20th Century 43 31 2.8 4.0
1900-49 31 2.6 1.6 3.0
1950-99 55 3.5 (4.5) 39 5.0 3.0
1950s 11.0 6.5(8.5) 6.0 9.4 3.6
1960s 6.4 43(6.0) 5.8 73 34 13 16
1970s 57 42(55) 38 72 33 104
1980s 1.6 0.8 (1.0) 3.0 0.5 27 16.0 2.8
1990s 2.6 15(17) 0.7 0.8 22 50.0 5.6
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CHAPTER 5.MIDDLE EAST AND NORTH AFRICA

AFGHANISTAN
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.3
20th Century 13 0.9 0.6
1900-49 0.8 0.6 0.4
1950-99 17 12 0.8
1950s 3.4 22 15
1960s 31 2.0 14 23 11.9 25
1970s 5.8 42 23 2.6 4.4 3.0
1980s -1.0 -0.4 0.0
1990s -3.0 -2.0 -1.0
ALGERIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1
19th Century L1 0.8 0.5
20th Century 4.2 29 1.9
1900-49 31 25 14
1950-99 53 32 24 32
1950s 6.5 53 33 6.3
1960s 7.0 3.5 (4.6) 0.4 -3.0 2.8 23 45
1970s 8.0 4.0(5.8) 0.6 6.1 33 133 0.0
1980s 3.4 2027 4.6 3.6 3.0 52 4.1
1990s 1.6 13 (1.6) 3.0 31 22 20.0 22
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BAHRAIN
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.5 0.4
20th Century 6.0 4.8
1900-49 2.4 2.0
1950-99 9.6 7.6
1950s 11.0 9.0
1960s 12.0 10.0
1970s 17.0 13.0
1980s 25 2.0
1990s 53 4.0 2.6 -0.4
EGYPT
Man GDP Agri Serv Pop Inf Ex
16th Century 0.1 0.1 0.1 01
17th Century 0.2 01 0.1 01
18th Century 0.1 0.1 0.1 01
19th Century 0.8 0.6 0.4 0.6
20th Century 38 25(3.0) 18 19
1800-49 0.8 0.6 0.4 0.5
1850-99 0.8 0.6 0.4 0.7
1900-49 16 12 0.7 13
1950-99 59 3.8(4.7) 2.8 6.1 24
1900s 1.0 0.8 0.7 0.9
1910s 11 0.8 0.6 12
1920s 13 1.0 0.8 13
1930s 17 13 0.9 1.4
1940s 27 19 0.7 17
1950s 4.8 2.6(33) 3.0 4.0 19
1960s 5.4 2.6 (4.0) 2.8 4.7 2.6 238 32
1970s 8.2 5.3 (6.6) 2.2 10.6 25 8.0 3.0
1980s 5.8 4.6(5.2) 27 6.9 27 111 6.2
1990s 51 41(4.4) 31 43 21 9.0 31
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[RAN
Man GDP Agri Serv Pop Inf Ex
16" Century 0.2 01
17 Century 01 01
18th Century 0.1 0.1 0.1
19™ Century 07 05 04
20" Century 48 33 27
1800-49 03 0.2 0.2
1850-99 10 0.7 0.6
1900-49 25 18 11
1950-99 71 47(5.7) 42 6.3 13.8
1900s 10 0.8 0.7
1910s 18 14
1920s 27 2.0
1930s 35 25
1940s 3.6 25
1950s 10.0 7.0 (8.0) 4.0 111 6.0
1960s 13.4 9.0 (11.3) 4.6 10.0 27 -0.5 12.6
1970s 55 32 (4.0) 44 55 27 20.0
1980s 27 14 (18) 43 -1.0 33 135 6.9
1990s 4.0 3.0 (3.4) 38 5.8 16 30.0 0.2
IRAQ
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2 0.2
19th Century 0.8 0.6 0.4
20th Century 3.8 2.8 18
1900-49 21 1.6 1.0
1950-99 55 3.9 (4.5) 25 3.0
1950s 8.0 6.0 (6.4) 4.0 29
1960s 6.6 5.6 (6.1) 5.7 83 31 17
1970s 13.4 9.0 (10.5) 0.8 104 33 14.1
1980s 63 4.0 (5.0) 3.0 6.0 3.6
1990s -7.0 -5.0(-5.5) -1.0 22
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[SRAEL
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2 01
19th Century 12 0.9 0.6
20th Century 6.1 5.0 32
1900-49 39 33 2.0
1950-99 82 6.6 44 79 354 11.3
1950s 133 10.7 74 12.0 9.0 19.6
1960s 11.0 93 6.0 11.0 34 52 11.0
1970s 6.0 4.6 35 55 2.7 343 9.8
1980s 41 3.4 23 43 17 1171 7.7
1990s 65 51 3.0 6.6 3.0 103 85
JORDAN
Man GDP Agri Serv Pop Inf Ex
18th Century 03 0.2
19th Century 0.6 0.4 03
20th Century 37 27 L7
1900-49 18 1.4 0.9
1950-99 5.6 3.9 (4.6) 24 51
1950s 53 33(4.0) 27 5.0
1960s 6.0 4.1(4.8) 33 6.2 4.0 10.1
1970s 8.0 5.0(61) 4.1 7.0 42 133
1980s 27 22(25) 6.0 2.0 3.8 59
1990s 6.2 5.0(5.4) -4.0 55 4.0 33 74
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KUuwAIT
Man GDP Agri Serv Pop Inf Ex
18th Century 0.3
19th Century 1.0 0.8
20th Century 5.9 4.8
1900-49 17 14
1950-99 10.0 8.2 8.4
1950s 23.0 20.0 19.3
1960s 6.9 5.7 6.2 9.8 0.6
1970s 24 2.0 2.6 6.0 17.7
1980s 1.8 13 0.9 4.4 27
1990s 16.0 12.1 13.0 -11 3.4
LEBANON
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2
19th Century 0.9 0.7 0.5
20th Century 31 2.6 22
1900-49 23 18 15
1950-99 39 34 29
1950s 6.5 53 4.0 6.0
1960s 5.0 49 6.3 48 2.8 14 14.2
1970s 25 2.0 14 2.0 0.8 12.0 23
1980s 15 1.0 0.7 19
1990s 4.0 4.0 2.0 43 18 17.8 15.6
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LIBYA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1
19th Century 0.6 0.4
20th Century 3. 27
1900-49 1.0 0.7
1950-99 6.0 47 2.8
1950s 27 21 1.0 0.8 37
1960s 303 244 6.6 222 3.8 5.0 68.0
1970s 32 1.9 11.8 3.0 41 18.7 -6.5
1980s -7.6 -6.0 31 0.2
1990s 14 1.0 22
MOROCCO
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2 0.1 0.1
19th Century 0.5 0.4 03
20th Century 37 28(3.1) 20
1900-49 24 19 13
1950-99 49 37(42) 27
1950s 50 40(43) 25
1960s 45 35(4.2) 4.7 4.0 25 2.0 25
1970s 73 52(61) 03 74 29 73 13
1980s 45 37(42) 6.7 42 2.2 74 57
1990s 31 20(23) 0.0 25 18 2.0 3.0
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OMAN
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.4 0.3 0.2
20th Century 5.6 43 25
1900-49 14 11 0.6
1950-99 9.7 75 4.4 75
1950s 1.9 14 0.8 2.0
1960s 78 6.1 3.4 7.0 25 35
1970s 17.0 13.0 6.8 13.0 4.0 25.0
1980s 16.0 12.0 7.0 10.5 47 -6.0
1990s 6.0 4.8 4.0 5.0 35 0.5
QATAR
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.5
20th Century 6.1 51
1900-49 12 10
1950-99 11.0 9.1
1950s 6.0 5.0
1960s 122 10.0
1970s 36.0 30.0
1980s -3.0 -2.3
1990s 37 3.0

143




World Economic Historical Statistics

SAUDI ARABIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1
19th Century 0.5 0.4 0.2
20th Century 4.7 4.0 3.0
1900-49 13 1.0 0.5
1950-99 8.1 7.0 55 75 3.9
1950s 14.4 123 38 12.1 3.0
1960s 12.0 10.0 4.0 10.0 3.4 11.0 10.9
1970s 12.6 111 42 11.9 4.5 252 5.6
1980s -0.3 0.0 14.6 13 5.2 -4.4 -11.3
1990s 1.8 1.6 0.7 2.0 3.4 21
SYRIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2 0.2
19th Century 0.8 0.6 0.4
20th Century 3.9 2.4 2.0
1900-49 19 13 1.0
1950-99 59 3.5(4.5) 3.0 48
1950s 18 0.9 (13) 1.0 18
1960s 6.3 3.5(5.0) 44 6.2 32 19 7.0
1970s 12.0 6.7 (9.0) 6.0 91 3.6 12.7 110
1980s 2.6 13 (1.6) 0.0 1.0 33 15.0 57
1990s 7.0 50(5.7) 37 6.0 2.8 74 47
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TUNISIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2 0.1
19th Century 1.0 0.8 0.5
20th Century 4.4 31 21
1900-49 22 17 11
1950-99 6.6 4.5(5.) 3.0 55
1950s 6.5 5.0 3.0 6.0
1960s 7.8 3.8(4.7) 2.0 45 19 37 42
1970s 9.6 6.5(7.6) 51 8.1 21 75 13.0
1980s 4.0 3.0(3.4) 2.8 35 25 75 4.0
1990s 5.0 4.2 (4.6) 21 53 16 4.0 51
TURKEY
Man GDP Agri Serv Pop Inf Ex
18th Century 0.4 0.3 0.2
19th Century 1.4 L1 0.8
20th Century 55 33 22
1900-49 31 21 1.6
1950-99 79 4.5(5.8) 2.8 6.4 9.5
1950s 9.9 5.0 (7.1) 4.5 9.0 12.0
1960s 95 4.5(6.0) 25 6.9 25 5.6 10.6
1970s 77 4.6 (6.6) 3.7 75 25 24.6 17
1980s 7.6 4.0(5.4) L5 4.4 23 414 114
1990s 4.8 35(4.1) 1.6 43 L5 80.0 11.9
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UNITED ARAB EMIRATES

Man GDP Agri Serv Pop Inf Ex
18th Century 01
19th Century 0.4 03
20th Century 6.4 5.4
1900-49 0.9 0.7
1950-99 11.8 10.0 5.0
1950s 1.4 11
1960s 74 6.0
1970s 27.0 24.0
1980s 18.4 14.9
1990s 5.0 4.0
YEMEN
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 03 0.2
20th Century 2.0 L0
1900-49 0.5 0.4
1950-99 35 16 (22)
1950s 14 0.7 (10)
1960s 26 14 (20) 18
1970s 60 26(34) 18
1980s 2.4 10 (L3) 33
1990s 50 25(3.0) 40
All figures up to the 1980s are just for North Yemen. The figures for the 1990s include the territory comprising North and South
Yemen.
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CHAPTER 6.NORTH AMERICA

CANADA
Man GDP Agri Serv Pop Inf Ex
18th Century 03 0.2 0.2
19th Century 3.0 26 17
20th Century 4.4 3.9 20 4.0
1900-49 4.0 35 19 37
1950-99 47 43 2.0 43 14
1950s 6.1 5.4 32 6.0 2.0
1960s 6.8 5.6 25 55 18 31 10.0
1970s 4.4 42 2.2 4.7 11 9.1 4.6
1980s 3.6 33 12 3.6 12 4.6 6.1
1990s 25 23 11 19 11 3.0 7.0

THE UNITED STATES OF AMERICA

Man GDP Agri Serv Pop Inf Ex Unem

16th Century 0.0 0.0 0.0 0.0 0.0
17th Century 01 01 01 0.0
18th Century 0.4 03 0.2 55 0.0
19th Century 5.4 4.5 24 51 0.0

20th Century 42 35 17 3.9 13 25 6.5
1800-49 33 27 18 59 0.0
1850-99 75 6.3 3.0 42 0.0

1900-49 42 35 16 4.1 1.4 12 7.6

1950-99 4.1 3.4 17 3.7 12 3.8 5.7 53
1800s 23 18 1.4 0.1
1810s 2.0 16 16 0.1
1820s 3.7 3.0 16 0.0
1830s 42 35 2.0 0.0
1840s 4.7 3.8 2.2 0.0
1850s 55 45 23 0.0
1860s 6.0 4.7 2.0 0.7
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1870s 8.0 6.9 35 6.6 -0.9

1880s 9.4 7.8 4.0 8.0 0.0

1890s 8.6 7.5 3.0 77 0.0

1900s 58 52 3.0 55 0.4 4.0
1910s 37 3.0 1.6 4.0 13 52
1920s 47 4.0 0.8 49 11 51
1930s 0.8 0.6 0.1 12 0.4 18.0
1940s 6.0 48 25 5.0 3.0 6.1
1950s 53 43 3.0 52 1.8 23 6.4 43
1960s 55 44 03 43 13 2.8 6.1 4.0
1970s 34 3.0 0.9 3.4 1.0 6.9 6.9 6.3
1980s 29 25 32 33 1.0 4.0 34 6.5
1990s 32 29 11 21 1.0 3.0 58 5.6
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CHAPTER 7.OCEANIA

AUSTRALIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0 0.0 0.0
19th Century 3.0 25 16 3.0
20th Century 42 3.7 1.9 4.0 4.4
1900-49 3.6 31 14 3.6 38
1950-99 4.8 43 22 44 5.0
1950s 6.7 5.8 33 6.0 7.0
1960s 59 55 27 4.0 2.0 31 6.5
1970s 35 32 1.8 3.8 L5 1.7 42
1980s 3.6 3.4 32 3.6 14 7.8 4.1
1990s 41 3.8 11 4.4 12 2.8 33
NAURU
Man GDP Agri Serv Pop Inf Ex
19th Century 0.0
20th Century 63 52
1900-49 0.9 0.7
1950-99 11.6 9.6
1950s 18 13
1960s 5.0 4.0 6.0
1970s 35.0 30.0 23.0
1980s 18.8 15.0 133
1990s 27 22 -L7
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NEW ZEALAND
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 27 22 14
20th Century 37 32 23 4.0
1900-49 3.8 33 2.0 3.4
1950-99 3.6 3.0 2.6 3.6 45
1950s 5.0 4.2 25 51 5.0
1960s 4.8 3.9 24 49 17 33 4.6
1970s 3.0 24 L5 3.0 L5 12.3 3.4
1980s 1.9 17 38 1.8 1.0 114 4.0
1990s 35 2.9 2.6 3.4 12 15 5.4
PAPUA NEW GUINEA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.1
20th Century 3.2 25 L7
1900-49 1.4 1.0 0.8
1950-99 5.0 4.0 25 3.9
1950s 6.6 5.0 3.4 6.0
1960s 7.0 6.5 3.6 6.0 21 3.6 18.0
1970s 27 2.2 15 25 23 9.5 9.0
1980s 2.6 2.0 18 2.0 2.2 5.6 4.0
1990s 6.0 42 23 2.8 23 8.0 95
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CHAPTER 8.SOUTH ASIA

BANGLADESH
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.1 0.1 0.1 0.2
20th Century 24 14 1.0 13 28
1900-49 03 0.2 0.2 0.4 0.4
1950-99 45 26(3.2) 18 44 22 6.9 5.1
1950s 11 0.6 (0.8) 0.6 1.6 11 03 0.8
1960s 53 29(3.6) 27 3.8 24 3.7 6.5
1970s 4.4 20(3.2) 1.9 49 3.0 158 41
1980s 43 3.0(3.5) 21 52 2.6 10.6 7.6
1990s 72 4.4(5.0) L5 6.3 1.9 3.9 14.6
BHUTAN
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.1 0.1
20th Century 23 13 1.2
1900-49 03 0.2 0.1
1950-99 42 2.4 (3.0) 23
1950s 30 15 (2.0) 20
1960s 2.8 15(2.0) 1.7 2.0
1970s 27 15(2.0) 15 21
1980s 6.0 3.4 (41) 3.0 21
1990s 6.4 4.0 (5.0) 32 23 9.5
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INDIA
Man GDP Agri Serv Pop Inf Ex
16th Century 0.2 0.1 0.1 0.1 0.0
17th Century 03 02 02 0.1 0.0
18th Century 0.0 0.0 0.0 0.0 0.0
19th Century 0.4 0.3 0.2 0.3 0.2
20th Century 37 2.0 1.6 14 57 4.0
1800-49 0.1 0.1 0.1 0.1 03
1850-99 0.7 0.5 0.4 0.5 0.1
1900-49 13 1.0 0.7 0.8 4.4 18
1950-99 6.1 3.0(4.3) 25 53 1.9 6.9 6.2
1800s 0.0 0.0 0.0 0.0 0.0
1810s 0.1 0.1 0.0 0.0 0.0
1820s 0.2 0.1 0.1 0.1 0.2
1830s 0.3 0.2 0.2 0.1 0.6
1840s 0.3 0.2 0.2 0.2 0.7
1850s 0.4 0.3 0.2 0.3 0.5
1860s 0.6 0.4 0.3 0.4 0.1
1870s 0.7 0.5 0.4 0.5 0.0
1880s 0.9 0.7 0.5 0.7 0.0
1890s 1.0 0.7 0.5 0.7 0.0
1900s 0.6 0.4 0.5 0.6 03 11
1910s 12 0.9 0.6 0.4 0.9 1.4
1920s L5 1.0 0.5 0.9 0.5 23
1930s 17 13 0.7 L1 0.2 18
1940s 21 1.6 L1 0.9 20.2 2.4
1950s 6.0 2.4(3.8) 2.8 4.4 L5 13 0.9
1960s 4.6 15(3.0) 1.6 4.6 23 6.9 32
1970s 5.0 23(3.6) 23 4.5 21 8.1 6.8
1980s 71 4.0(5.4) 2.9 6.5 21 8.7 74
1990s 78 5.0(5.8) 31 6.6 17 9.5 125
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NEPAL
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.1
20th Century 24 15 11
1900-49 0.2 0.2 0.1
1950-99 4.6 2.8(3.0) 2.0 32
1950s 1.4 1.0 0.8 1.0
1960s 35 20(25) 2.0 3.0 2.0 7
1970s 3.0 16(2.1) 0.8 2.0 2.2 8.7
1980s 8.0 4.0 (4.6) 4.0 3.9 2.6 9.1
1990s 7.0 4.5(4.8) 23 6.0 24 6.0
PAKISTAN
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0 0.0 0.0
19th Century 0.1 0.1 0.1 0.2
20th Century 3.6 21 18 L7
1900-49 0.6 0.4 03 0.6
1950-99 6.5 3.8(4.8) 3.4 6.0 2.7 8.1 44
1950s 52 2.8(3.8) 1.8 51 2.4 6.4 31
1960s 9.0 5.0 (6.4) 5.0 7.0 2.8 33 82
1970s 51 2.5(4.0) 21 6.3 31 13.9 -0.9
1080s 82 54(62) 44 68 32 67 85
1990s 5.0 33(3.7) 38 4.6 2.8 10.2 32
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SRI LANKA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1
19th Century 0.4 03 03
20th Century 3.4 24 1.6
1900-49 1.0 0.8 0.7
1950-99 57 3.9(44) 25 4.9 18
1950s 6.0 4.0(4.2) 3.0 5.0 24
1960s 63 4.0 (4.6) 3.0 4.6 24 1.8 4.7
1970s 43 2.8(3.8) 26 4.5 L7 123 -3.0
1980s 4.6 3.6 (4.0) 22 47 14 10.9 6.0
1990s 74 5.0(53) 15 5.6 12 9.8 8.4
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BRUNEI
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.4
20th Century 6.2 5.0
1900-49 24 20
1950-99 9.9 8.0
1950s 12.0 10.0
1960s 158 125
1970s 18.0 15.0
1980s 15 10 4.0
1990s 20 15 21

BURMA (MYANMAR)

Man GDP Agri Serv Pop Inf Ex
18th Century

19th Century 0.2 0.1

20th Century 2.6 12 17

1900-49 03 0.2 0.2
1950-99 4.9 2.2(3.6) 33 37 1.9 05
1950s 54 2.2 (4.0) 3.0 54 2.0 3.4
1960s 35 13(2.6) 41 15 22 2.7 -10.0
1970s 5.6 21(4.3) 3.9 43 22 121 -03
1980s 0.7 0.3 (0.6) 0.5 0.8 18 1.9
1990s 9.1 5.0(6.3) 4.9 6.6 12 30.0 7.5
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CAMBODIA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.1 0.1
20th Century 27 17 11
1900-49 1.0 0.7 0.6
1950-99 42 21(2.8) 16
1950s 66 40 (5.0) 35
1960s 4.0 20(31) 2.0 27 38
1970s 15 209 (-10) 0.6
1980s 4.0 12(2.0) 1.0 29
1990s 8.0 4.0 (4.8) 21 6.9 2.8 33.0
INDONESIA
Man GDP Agri Serv Pop Inf Ex
16th Century 0.0 0.0 0.0 0.0
17th Century 0.0 0.0 0.1 0.1
18th Century 0.1 0.1 0.1 0.1
19th Century 0.6 0.4 0.3 0.4
20th Century 3.6 22027) 1.6 12 24
1800-49 0.3 0.2 0.2 0.2
1850-99 0.8 0.6 0.4 0.5
1900-49 14 11 0.7 0.7 0.8
1950-99 5.7 3.4 (43) 25 55 17 4.0
1900s 1.0 0.8 0.6 0.5 0.7
1910s 13 11 0.6 0.6 0.4
1920s 1.9 1.6 1.0 0.9 17
1930s L5 12 0.8 0.8 1.0
1940s 11 0.8 0.5 0.7 0.3
1950s 14 0.8 (11) 0.7 14 0.6 0.5
1960s 4.6 22(33) 24 4.5 1.9 115.0 3.7
1970s 9.6 5.4(74) 3.6 9.2 2.6 20.1 6.7
1980s 7.0 4.6 (5.3) 32 6.8 1.9 83 24
1990s 6.0 4.2 (4.6) 2.6 54 17 154 6.6
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LAOs
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century
20th Century 29 L6 L5
1900-49 0.8 0.6 0.5
1950-99 4.9 26(3.5) 22
1950s 3.6 25(3.0) 2.0 22
1960s 1.9 1.0(13) 0.8 14
1970s 4.0 20(29) 0.9 27
1980s 6.1 22(4.0) 35 33 23
1990s 9.0 53(6.4) 4.6 74 2.6 20.0
MALAYSIA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.5 0.4 03
20th Century 55 41 2.6
1900-49 29 2.2 17
1950-99 8.1 6.0 35 71 2.6 8.2
1950s 6.7 5.0 35 6.7 2.8 75
1960s 8.4 6.0 42 8.6 29 03 5.8
1970s 10.0 w7 5.0 8.4 2.2 73 6.5
1980s 6.8 5.0 3.8 42 27 15 10.1
1990s 8.6 6.5 11 7.6 25 4.4 11.0
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PHILIPPINES
Man GDP Agri Serv Pop Inf Ex
18th Century 0.1 0.1 0.1
19th Century 0.8 0.6 0.5
20th Century 3.7 27 22 28
1900-49 17 14 L1 15
1950-99 5.6 4.0 (4.6) 32 5.2 27 9.5 4.1
1950s 85 59(6.7) 4.5 8.8 3.0 12 6.0
1960s 6.7 4.7(53) 4.2 5.2 3.0 5.8 2.2
1970s 8.0 5.6 (6.5) 5.0 54 2.6 133 6.2
1980s 12 0.9 (11) 1.0 2.8 25 14.8 13
1990s 3.4 3.0(3.2) L5 3.9 23 122 5.0
SINGAPORE
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.0 0.0 0.0
19th Century 1.8 14 0.7
20th Century 7.0 57 13 6.8 6.2
1800-49 0.7 0.5 03
1850-99 2.8 23 L1
1900-49 4.4 35 1.9 45 31
1950-99 95 78 0.7 91 23 24 9.2 77
1900s 43 3.6 23 43
1910s 5.0 3.8 2.0 5.0
1920s 51 4.0 22 5.0
1930s 3.4 2.6 14 37
1940s 4.4 3.6 1.6 45
1950s 6.3 54 25 6.0 4.0 31 16.2
1960s 12.0 9.3 5.0 122 24 L1 42 10.1
1970s 11.8 9.4 17 11.0 14 5.7 11.0 5.8
1980s 8.4 7.0 -6.2 8.1 17 17 11.9 4.0
1990s 8.8 78 0.4 8.0 1.9 1.9 16.0 22
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THAILAND
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2 0.1 0.1
19th Century 0.7 0.5 0.4
20th Century 53 35 2.6
1900-49 2.0 16 11
1950-99 8.4 5.4 (6.3) 4.1 7.0 2.0 8.6
1950s 53 3.0 (4.0) 2.8 55 2.0 35
1960s 10.0 6.0 (7.5) 55 9.0 29 18 52
1970s 10.5 6.7(7.7) 5.4 7 24 9.5 12.0
1980s 9.8 7.0(7.6) 4.0 74 17 32 12.8
1990s 6.7 4.5(4.7) 27 55 12 8.9 9.4
VIETNAM
Man GDP Agri Serv Pop Inf Ex
18th Century 0.2 0.1 0.1
19th Century 0.3 0.2 0.2
20th Century 3.4 1.8 17
1900-49 1.0 0.8 0.5
1950-99 5.8 2.8(4.1) 2.6
1950s 34 20 (2.6) 17
1960s 52 30 (44) 20 31
1970s 2.0 0.6 (1.2) 0.6 2.9
1980s 6.4 2.6(4.2) 4.0 6.0 21
1990s 12.0 6.0 (8.1) 4.6 8.6 1.8 20.0 217
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ANGOLA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 10 0.8 0.2
1900-49 0.5 0.4 0.2
1950-99 14 12 0.1
1950s 4.0 3.0 4.0
1960s 6.0 48 5.0 42 15 33 9.0
1970s -7.0 -5.0(-6.2) -6.2 -5.0 23 216 -7.9
1980s 54 24 (34) 0.8 18 2.6 22
1990s 1.6 0.7 (0.8) -31 -3.4 32 790.0 8.2
BENIN
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0
20th Century 23 1.4 16
1900-49 05 0.4 03
1950-99 4.0 2.4(3.0) 2.8 29
1950s 4.0 3.0 25 3.0
1960s 3.0 20(22) 1.0 25 2.6 19 5.0
1970s 4.6 1.8 (3.0) 1.0 4.0 29 9.2 -11.0
1980s 34 14 (2.3) 42 0.7 31 7.5 24
1990s 50 40(47) 53 44 28 6.0 19
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BOTSWANA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.0 0.0 0.0 0.1
20th Century 4.9 3.8 1.9 1.4
1900-49 03 0.2 0.2 0.2
1950-99 9.4 75 3.6 78 2.6
1950s 23 1.8 11 25 12
1960s 6.0 5.0 3.0 4.0 23 41
1970s 19.4 151 10.4 14.7 3.8 10.2
1980s 14.0 1.3 31 11.6 3.4 12.0 10.1
1990s 5.0 43 03 6.3 24 85 25
BURKINA FASO
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.0 0.0 0.0
20th Century 1.9 13 1.0
1900-49 0.5 0.4 0.2
1950-99 33 22(027) 18
1950s 4.0 3.0 2.8
1960s 43 24 (3.0) 2.6 2.0 16 13 15.0
1970s 03 0.0 (0.1) -3.0 29 16 9.8 31
1980s 4.0 25(3.6) 31 4.6 24 4.6 -0.4
1990s 4.0 33(3.8) 35 35 24 6.0 0.4
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BURUNDI
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 1.9 12 1.2
1900-49 0.5 0.4 03
1950-99 32 2.0(2.6) 2.0
1950s 2.6 2.0 2.0
1960s 53 3.0 (44) 3.0 2.0 16 2.8
1970s 7.0 4.0 (5.0) 4.0 3.0 2.0 11.2
1980s 4.8 33 (43) 31 5.6 2.8 3.7 3.4
1990s 3.7 -2.4(-2.9) -2.0 -25 2.2 14.0 24
CAMEROON
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 2.6 1.8 1.9
1900-49 0.7 0.5 0.4
1950-99 4.5 3.037) 3.4 3.6
1950s 55 4.5 3.0 5.0
1960s 5.0 28(3.7) 3.0 4.4 1.8 42 71
1970s 0 4.0(5.4) 35 6.0 22 103 24
1980s 4.6 28(34) 22 2.0 2.8 6.6 3.0
1990s L5 1.0(13) 53 0.4 27 6.0 27
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CENTRAL AFRICAN REPUBLIC

Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0
20th Century 2.0 L5 13
1900-49 0.5 0.4 0.3
1950-99 34 25027) 23
1950s 5.0 4.0 3.0
1960s 33 19(2.2) 0.8 1.8 22 41 81
1970s 5.0 33(3.9) 24 33 22 9.1 -05
1980s 1.9 1.4 (16) 16 1.0 24 6.5 -1.2
1990s 2.0 1.8 (2.0) 37 0.7 21 6.0 6.7
CHAD
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0
20th Century 19 13 11
1900-49 0.4 03 0.2
1950-99 33 23 2.0
1950s 5.0 4.0 2.6
1960s 0.8 0.4 (0.5) 0.0 18 4.6 59
1970s 0.2 0.0 0.7 -2.6 2.0 7.9 -3.4
1980s 8.0 5.0(6.1) 23 6.7 24 15 6.5
1990s 2.6 20(23) 4.9 0.8 29 6.0 5.0
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CoNGO
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0
20th Century 2.4 1.4 13
1900-49 0.5 0.4 0.3
1950-99 42 24 (3.0) 23
1950s 5.2 4.0 2.8
1960s 4.0 16(2.7) 1.0 21 21 5.4 51
1970s 5.8 25(4.0) 3.0 0.0 25 10.9 8.2
1980s 5.0 3.0(33) 32 21 2.9 03 51
1990s 1.0 0.8 (0.9) 17 L5 2.8 6.0 43

DEMOCRATIC REPUBLIC OF CONGO (ZAIRE)

Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.0 0.0 0.0 0.0
20th Century 12 0.9 L1 L5
1900-49 0.5 0.4 03 0.4
1950-99 1.9 1.4 (1.6) 2.0 2.6
1950s 8.0 6.4 41 22
1960s 5.7 35 (4.9) 23 6.0 2.0 30.0 -1.0
1970s L1 0.5 (0.7) 12 1.4 27 37.4 -11
1980s 2.8 16 (2.0) 2.6 18 31 60.5 0.6
1990s -8.3 -5.0(-5.9) -0.3 -11.2 32 2,092.0 -5.5
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EQUATORIAL GUINEA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.0 0.0 0.0
20th Century 31 24 1.4
1900-49 0.2 0.1 0.1
1950-99 59 49 2.6
1950s 37 3.0 22
1960s 4.0 33 25 35
1970s -4.0 -3.0 -2.0 -3.0
1980s 2.6 2.0 0.7 23
1990s 233 18.2 9.6 16.4 25 93 345
ETHIOPIA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 2.0 11 0.8
1900-49 0.3 0.2 0.2
1950-99 3.6 19(2.7) 13
1950s 25 15 (2.0) 10
1960s 6.0 2.8(4.0) 22 4.8 24 21 3.6
1970s 2.0 0.8 (15) 0.4 1.6 21 43 27
1980s 13 0.6 (1.1) 0.2 31 3.0 2.0 24
1990s 6.3 4.0 (4.8) 25 6.7 2.8 3.0 93
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GHANA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0 0.0 0.0
19th Century 0.1 0.1 0.1
20th Century 27 20 14
1900-49 1.0 0.8 0.6
1950-99 4.4 3.2(35) 21 3.8
1950s 74 6.0 37 6.0
1960s 43 25(1) 17 13 24 7.6 0.2
1970s L5 0.7 (1.0) 0.6 1.0 3.0 20.2 -4.0
1980s 4.0 2.6 (3.0) 1.0 5.7 34 43.6 5.0
1990s 4.8 4.0(43) 34 5.0 27 30.0 10.8
GUINEA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.1 0.1
20th Century 28 L9 L7
1900-49 0.7 0.5 0.4
1950-99 4.9 3.2(3.8) 29
1950s 6.0 5.0 35
1960s 75 3.8(5.0) 34 6.0 2.8 15
1970s 6.0 3.0(4.4) 3.0 5.0 29 44
1980s 0.1 0.0 (0.1) 0.0 0.0 25
1990s 48 4.2(4.5) 45 32 2.6 6.0 47
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IVORY COAST
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0 0.0 0.0
19th Century 0.0 0.0 0.0
20th Century 31 21 13
1900-49 0.5 0.4 03
1950-99 5.7 3.8(4.5) 23 4.7
1950s 2.6 2.0 16 2.8
1960s 11.6 9.0 (10.0) 42 97 3.7 238 8.8
1970s 7.8 4.5 (6.0) 3.4 7.0 55 13.5 52
1980s 1.4 0.5 (0.7) 03 0.0 35 31 25
1990s 5.0 3.0 37) 18 3.9 2.6 10.0 4.4
KENYA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0 0.0 0.0
19th Century 0.0 0.0 0.0
20th Century 3.0 2.0 18
1900-49 0.5 0.4 03
1950-99 55 3.6 33 51
1950s 43 35 24 43
1960s 8.0 43(5.5) 4.0 7.0 32 15 72
1970s 8.2 4.7 (6.0) 5.4 5.8 3.4 111 -0.5
1980s 4.8 33(4.2) 32 4.9 35 9.0 4.4
1990s 24 20(22) 1.4 33 27 20.0 0.4
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LIBERIA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 03 0.2
20th Century 2.0 13 13
1900-49 11 0.8 0.5
1950-99 29 1.8(22) 20
1950s 5.0 3.0(3.6) 25
1960s 6.0 43(51) 4.0 31 1.9 18.4
1970s 3.0 1.5 (1.8) 4.0 33 9.4 23
1980s 0.2 0.1(0.1) 0.0 3.2 03
1990s 03 0.1(0.2) -0.3
MADAGASCAR
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.0 0.0
20th Century 1.4 11 1.0
1900-49 0.5 0.4 03
1950-99 23 1.7 (1.9) L7 24
1950s 4.2 3.6 27 20
1960s 35 2427) 18 35 21 32 53
1970s 0.6 0.2(0.3) 01 0.1 25 10.1 -1.0
1980s 13 0.8 (L1) 25 03 27 17.8 -17
1990s 20 15(17) 15 1.9 29 20.0 3.6
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MALAWI
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.0 0.0
20th Century 23 L6 21
1900-49 0.4 0.3 0.3
1950-99 4.2 29(3.5) 3.9
1950s 25 2.0 13
1960s 55 3.2(4.0) 34 5.0 2.8 2.4 11.6
1970s 7.0 3.6(5.0) 4.0 9.0 2.8 9.1 4.6
1980s 31 2.0(25) 2.0 3.6 32 14.6 25
1990s 3.0 35 (4.0) 9.0 0.7 2.6 28.0 49
MALI
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 22 1.2 1.2
1900-49 0.3 0.2 0.1
1950-99 41 22 23
1950s 4.0 3.0 2.0
1960s 48 1.6 (3.0) 1.0 3.0 2.4 5.0 4.0
1970s 6.0 3.5(5.0) 4.0 6.1 2.6 9.7 6.7
1980s 18 0.6 (0.8) 15 19 25 3.6 4.8
1990s 4.0 25(3.0) 2.8 27 2.8 7.0 9.6
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MAURITANIA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.2 0.2
20th Century 25 18 0.9
1900-49 0.4 03 0.2
1950-99 4.6 33(3.6) 16 4.9
1950s 3.2 25 15 3.0
1960s 93 8.0 3.0 9.0 25 16 20.2
1970s 25 12(18) -14 7.2 27 10.1 11
1980s 3.0 1.3(1.8) L7 0.4 27 9.4 21
1990s 5.0 35(41) 3.2 4.8 28 10.0 16
MOZAMBIQUE
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 18 13 11
1900-49 0.4 03 0.2
1950-99 31 23 1.9
1950s 4.7 37 3.0
1960s 6.6 4.6 21 22 28 6.0
1970s 4.8 -20(-2.9) -18 25 11.0 -6.6
1980s -0.7 0.0 0.8 20 34.9 -1.8
1990s 9.9 54 (6.3) 52 55 22 25.0 13.4
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NAMIBIA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.2 0.1
20th Century 47 3.8 28
1900-49 3.8 3.0 2.0
1950-99 5.6 4.6 (5.0) 35 4.9
1950s 8.0 6.4 (6.8) 4.0 7.0
1960s 9.0 7.0(7.5) 5.0 8.0
1970s 55 5.0 (5.6) 3.0 4.0
1980s 1.4 13 (15) 19 23 27 0.7
1990s 43 3.4 (3.7) 3.8 3.4 2.6 7.0 43
NIGER
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0
20th Century 2.0 11 1.0
1900-49 0.4 0.3 0.2
1950-99 35 1.9 1.8
1950s 4.0 3.0 2.0
1960s 4.5 2027) 33 4.0 33 21 6.0
1970s 50 25(33) -15 4.6 2.8 10.8 1.7
1980s 0.0 0.0 1.8 0.7 32 3.4 -29
1990s 3.0 2.0(25) 33 1.9 3.4 6.0 17
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NIGERIA
Man GDP Agri Serv Pop Inf Ex
16th Century 0.0 0.0 0.0 0.0
17th Century 0.0 0.0 0.0 0.0
18th Century 0.0 0.0 0.0 0.0
19th Century 0.1 0.1 0.1 0.1
20th Century 2.6 17 13 22 1.6 3.4
1800-49 0.0 0.0 0.0 0.0
1850-99 0.2 0.1 0.1 0.2
1900-49 0.7 0.5 0.4 0.5 0.5 0.8
1950-99 4.5 2.8(3.5) 21 3.8 2.6 6.0
1900s 0.3 0.2 0.2 0.2
1910s 0.5 0.4 0.3 0.4
1920s 0.3 0.2 0.4 0.4
1930s 0.7 0.5 0.4 0.6
1940s L5 12 0.7 0.9
1950s 5.2 4.0 2.6 25 23 6.0
1960s 4.0 2.0(2.6) 0.0 3.9 25 25 6.6
1970s 9.0 51(7.4) 38 8.0 25 19.0 15.4
1980s L5 0.8 (1.3) 1.6 13 3.0 14.2 03
1990s 27 20(24) 25 31 2.8 271 25
RWANDA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 1.9 14 0.7
1900-49 0.6 0.5 0.4
1950-99 32 22(25) 0.9
1950s 4.0 3.0 3.0
1960s 55 3.6 (4.0) 3.0 4.0 2.8 131 15.8
1970s 5.0 4.0 (4.6) 2.0 4.0 2.8 14.6 32
1980s 25 19 (22) 0.5 55 3.0 4.0 3.0
1990s -11 13 (-15) -39 -1.2 2.0 173 -6.0
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SENEGAL
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0 0.0 0.0
19th Century 0.1 0.1 0.1
20th Century 25 L7 14
1900-49 0.8 0.6 0.4
1950-99 42 2731 23 27
1950s 5.0 4.0 3.0 4.0
1960s 4.0 20(25) 29 17 2.4 17 12
1970s 35 20(25) 11 16 2.6 7.6 3.0
1980s 4.0 2731 29 2.8 2.8 73 3.0
1990s 43 3.0(3.2) 16 34 2.6 6.0 2.6
SIERRA LEONE
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.1 0.1
20th Century 1.2 0.9 16
1900-49 0.7 0.5 0.4
1950-99 16 12(13) 2.8
1950s 5.0 4.0 3.0
1960s 55 4.0 (43) 4.0 45 22 29 03
1970s 20 1.2 (1.6) 23 44 25 113 -6.0
1980s 17 0.912) 31 -2.0 2.4 541 0.2
1990s -6.1 -4.0 (-4.8) 16 -5.3 2.4 45.0 -12.2
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SOUTH AFRICA
Man GDP Agri Serv Pop Inf Ex
16th Century 0.0 0.0 0.0
17th Century 0.1 0.1 0.0
18th Century 0.2 0.2 0.1
19th Century L7 1.4 0.8
20th Century 4.8 3.6 23 4.8
1800-49 0.8 0.6 0.4
1850-99 2.6 2.2 12
1900-49 51 3.7 25 4.9
1950-99 4.4 3.5(3.8) 2.2 4.6 24
1900s 33 2.6 17 3.0
1910s 45 35 2.2 4.0
1920s 4.6 33 2.8 5.7
1930s 58 42 (48) 26 55
1940s 7.0 5.0(5.9) 3.0 6.3 21
1950s 6.5 4.6 (5.1) 3.6 6.6 23
1960s 8.0 6.4 (6.8) 17 73 2.6 3.0 5.4
1970s 4.0 3.2(3.6) 2.0 4.0 27 11.8 8.1
1980s 17 13 (15) 27 25 24 141 -8.0
1990s 2.0 1.8 (1.9) 1.0 24 2.0 10.2 2.2
SUDAN
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0 0.0
19th Century 0.0 0.0
20th Century 23 15 1.6
1900-49 03 0.2 0.1
1950-99 43 27(32) 31 24
1950s 55 3.5(4.0) 3.0 23
1960s 2.0 1.0 (13) 24 3.0 2.2 3.7 0.1
1970s 45 3.0(4.3) 27 6.9 2.6 124 -0.7
1980s 11 0.3(0.4) 0.0 03 2.8 0.0
1990s 83 5.5(6.0) 72 9.0 23 75.0
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TANZANIA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0
20th Century 2.0 13 13 1.9
1900-49 03 0.2 0.1 0.2
1950-99 37 2.4 25 3.6
1950s 3.4 27 15 3.0
1960s 6.0 3.0 (4.5) 25 5.0 27 1.8 3.4
1970s 3.6 22(3.0) 1.0 59 3.4 13.0 -6.0
1980s 25 16 (23) 4.0 15 31 261 -8.0
1990s 3.0 24 (3.0) 3.6 25 29 16.0 9.0
ToGo
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 2.8 19 18
1900-49 0.4 03 0.2
1950-99 5.2 3.4 (43) 35
1950s 5.0 4.0 35
1960s 10.8 74 (85) 4.0 5.6 27 11 10.0
1970s 5.0 23(3.6) 13 4.0 3.0 103 -2.0
1980s 21 12(L7) 5.0 0.0 29 0.1
1990s 3.0 2.0(25) 35 0.9 29 110 15

176




Chapter 10. Sub-Saharan Africa

UGANDA
Man GDP Agri Serv Pop Inf Ex
18th Century 0.0
19th Century 0.0 0.0
20th Century 3.0 1.9 13
1900-49 0.4 03 0.3
1950-99 55 3.4(3.8) 23 4.6 25
1950s 45 3.6 22 4.5 24
1960s 7.6 4.5 (5.7) 27 77 2.6 3.0 5.0
1970s -0.8 -0.3(-0.4) 0.8 0.1 22 283 -5.0
1980s 4.4 23 (29) 21 2.8 24 108.1 2.0
1990s 1.7 7.0 (7.2) 3.7 8.1 3.0 14.0 16.3
ZAMBIA
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.0 0.0
20th Century 18 13 0.9
1900-49 0.4 03 0.2
1950-99 31 2.2 15 31
1950s 5.0 4.0 25 45
1960s 6.4 4.5(5.0) 25 2.0 2.8 7.6 2.2
1970s 16 11(1.4) 23 12 3.0 6.8 -0.7
1980s 13 0.7 (1.0) 4.0 -1.0 3.0 38.3 -3.0
1990s 1.0 0.8 (1.0) -4.0 9.0 27 70.0 2.0
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ZIMBABWE
Man GDP Agri Serv Pop Inf Ex
18th Century
19th Century 0.1 0.1
20th Century 33 2.6 2.0
1900-49 22 17 13
1950-99 4.4 35 27 41
1950s 8.0 6.0 4.0 7.0
1960s 5.2 43 2.8 5.0 3.9 13
1970s 25 2.0 05 21 33 8.4 31
1980s 4.0 3.0(3.5) 3.0 3.0 35 11.0 43
1990s 24 21(2.4) 43 3.6 22 25.9 11.0
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AUSTRIA
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.6 0.5 03
19th Century 27 21 14
20th Century 4.4 3.8 19 4.2
1900-49 42 35 21 39
1950-99 4.6 41 17 45 0.5
1950s 9.4 8.0 5.0 9.0 0.9
1960s 5.0 45 12 45 0.6 37 9.6
1970s 4.0 37 2.0 42 0.1 6.5 72
1980s 25 22 11 25 0.2 3.8 51
1990s 23 2.0 -0.7 22 0.5 2.0 45
BELGIUM
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.7 0.5 0.4
19th Century 34 2.9 16
20th Century 3.6 3.0 15 2.9
1900-49 34 2.8 19 2.8
1950-99 38 32 11 3.0 0.4
1950s 5.0 4.0 3.0 4.0 0.7
1960s 6.0 52 -0.5 4.6 0.5 3.6 10.9
1970s 35 32 -0.7 33 0.2 8.1 52
1980s 23 19 2.0 19 0.1 45 47
1990s 21 17 17 14 03 2.0 4.0
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DENMARK
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.7 0.5 0.4
19th Century 31 25 1.8
20th Century 4.4 37 22 4.0
1900-49 43 35 23 4.1
1950-99 4.4 3.8 21 3.9 0.5
1950s 7 6.3 4.0 8.0 1.0
1960s 54 4.7 02 4.9 0.7 55 71
1970s 33 28 14 2.8 0.4 9.8 4.4
1980s 26 22 31 23 0.0 6.0 53
1990s 29 28 17 L5 0.4 3.0 3.8
FINLAND
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.5 0.4 03
19th Century 23 18 13
20th Century 4.8 4.0 L7 41
1900-49 4.9 4.0 23 4.2
1950-99 4.6 4.0 11 4.0 0.5
1950s 7.0 6.0 5.0 7.0 0.7
1960s 6.0 4.6 0.6 53 0.4 5.6 6.8
1970s 3.8 35 -0.2 3.9 0.5 12.9 3.9
1980s 35 33 -0.2 3.7 0.4 7.0 32
1990s 27 25 0.2 0.1 0.4 4.0 9.6
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FRANCE
Man GDP Agri Serv Pop Inf Ex Unem
16th Century 0.2 0.2 0.1 0.1
17th Century 0.4 03 0.2 0.2
18th Century 0.8 0.6 0.4 0.3
19th Century 3.0 2.4 1.0 0.5
20th Century 4.0 33 12 29 0.4
1800-49 2.6 22 0.9 0.4
1850-99 33 2.6 L1 0.6
1900-49 3.4 2.6 0.8 1.8 0.1
1950-99 4.6 3.9 16 4.0 0.7 5.9 6.3 5.0
1800s 23 1.9
1810s 2.0 17
1820s 2.6 2.0
1830s 33 2.8
1840s 3.0 2.6
1850s 4.6 38
1860s 35 2.8
1870s 33 24
1880s 24 1.8
1890s 2.8 2.0
1900s 41 33
1910s 6.7 5.1
1920s 4.8 3.9
1930s 0.3 0.2
1940s 1.0 0.7
1950s 72 6.0 27 5.6 0.9 6.0 9.0 5.0
1960s 75 6.4 2.0 5.8 1.0 4.0 83 12
1970s 4.0 33 0.2 43 0.6 9.6 71 33
1980s 25 23 24 27 0.5 6.5 33 6.1
1990s 1.9 17 0.5 17 0.5 3.0 37 9.4
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GERMANY
Man GDP Agri Serv Pop Inf Ex Unem
16th Century 03 0.2 0.1 0.2
17th Century 0.3 0.2 0.1 -0.1
18th Century 0.6 0.4 03 0.2
19th Century 3.4 27 16 12
20th Century 4.6 37 20 43 0.4
1800-49 2.0 15 0.8 0.7
1850-99 4.8 3.9 23 17
1900-49 47 3.6 1.9 4.6 03
1950-99 45 3.8 21 4.0 0.5 31 75 5.6 (Western Germany)
1800-39 1.8 14 0.7
1840s 2.6 2.0 12
1850s 3.0 25 1.6
1860s 37 3.0 2.0
1870s 4.4 3.6 2.0
1880s 6.6 5.4 3.0 6.6
1890s 6.2 51 2.8 6.0
1900s 45 3.8 22 4.4
1910s 1.9 12 03 22
1920s 5.2 4.4 2.7 5.0
1930s 6.8 5.0 2.4 6.9
1940s 5.1 35 23 47
1950s 9.3 8.0 4.0 9.4 12 2.2 15.0 8.1 (Western Germany)
1960s 57 4.6 1.7 42 0.9 27 10.1 1.2 (Western Germany)
1970s 3.2 2.6 15 17 0.1 53 6.0 3.0 (Western Germany)
1980s 24 2.0 1.6 2.9 0.0 27 4.4 6.1 (Western Germany)
1990s 20 1.6 1.2 1.8 0.4 2.8 22 9.6 (Western Germany)

GERMAN DEMOCRATIC REPUBLIC (EASTERN GERMANY)

Man GDP Agri Unem
1950s 122 5.1(10) 3.6
1960s 51 2.0(4) 20
1970s 63 24(5) 21
1980s 3.9 1L7(3) 18
1990s 1.4 20 17.0
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GREAT BRITAIN
Man GDP Agri Serv Pop Inf Ex Unem
16th Century 0.4 03 02 0.2 L7
17th Century 0.4 03 0.2 02 0.4
18th Century L1 08 0.5 0.6 0.9
19th Century 32 27 12 14 0.1
20th Century 35 3.0 0.8 3.4 0.5 4.0 75
1700-59 0.7 0.7 0.6 0.4
1760-79 13 0.6 0.1 0.5
1780-99 20 14 0.8 0.9
1800-49 3.6 29 13 L6 0.2
1850-99 28 24 L1 1.2 0.0
1900-49 4.0 33 1.8 3.6 0.7 18 8.6
1950-99 29 27 -0.3 31 03 63 4.7 6.5
1800s 27 23 0.7 1.2 0.4
1810s 3.4 27 12 L5 03
1820s 3.9 3.4 L6 17 0.2
1830s 4.0 33 17 1.8 0.1
1840s 3.8 3.0 14 17 0.0
1850s 3.0 28 13 14 0.0
1860s 3.0 26 12 13 0.0
1870s 29 25 1.0 22 1.2 0.0
1880s 27 22 0.9 21 L1 0.0
1890s 24 20 0.9 19 1.0 0.0
1900s 25 20 0.6 24 1.0 0.0 6.8
1910s 4.2 35 L1 31 0.6 0.1 52
1920s 29 25 0.9 35 0.9 1.9 121
1930s 4.2 35 12 3.8 0.8 21 -4.0 15.4
1940s 6.3 5.0 5.0 5.0 0.4 5.0 3.6
1950s 3.4 3.0 27 3.0 0.5 3.0 51 4.7
1960s 35 31 24 27 0.4 41 4.8 51
1970s 23 23 1.0 24 03 14.2 8.2 6.7
1980s 3.0 26 72 4.8 03 61 3.0 8.3
1990s 25 23 0.4 25 0.2 3.9 22 74
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GREECE
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.4 03 0.2
19th Century 2.6 2.0 13
20th Century 42 3.4 1.9
1900-49 29 23 1.6
1950-99 55 4.5 22 51 0.5
1950s 8.4 7.0 4.0 8.0 0.7
1960s 9.0 6.9 35 71 0.5 32 10.8
1970s 6.0 4.9 1.4 57 0.6 141 123
1980s 21 18 0.0 27 0.5 182 4.1
1990s 20 1.9 20 1.8 0.4 10.0 33
[CELAND
Man GDP Agri Serv Pop Inf Ex Unem
18th Century
19th Century 35 2.8
20th Century 5.0 4.2
1900-49 5.0 4.1
1950-99 5.0 43
1950s 8.0 6.6
1960s 6.4 6.0
1970s 5.0 4.0
1980s 27 23 L1
1990s 28 24 1.0 3.0
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IRELAND
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.5 0.4 03
19th Century 22 1.9 1.2
20th Century 4.5 37 1.6 4.2
1900-49 3.4 29 1.4 33
1950-99 5.6 4.5 18 51
1950s 58 4.5 3.0 58
1960s 57 43 0.9 43 0.5 5.0 7.0
1970s 4.9 37 25 4.5 11 14.6 8.4
1980s 25 20 1.4 3.4 0.4 7.8 74
1990s 9.0 79 11 7.6 0.7 33 9.8
ITALY
Man GDP Agri Serv Pop Inf Ex Unem
16th Century 03 0.2
17th Century 0.2 0.2
18th Century 0.5 0.4 03
19th Century 21 L7 11
20th Century 41 35 16 3.4 0.6
1800-49 15 11 0.7
1850-99 27 23 1.4 14 0.8
1900-49 3.4 28 15 3.0 0.7
1950-99 4.8 41 L7 3.8 0.5 75 8.8 71
1850s L7 1.4
1860s 22 18
1870s 26 22
1880s 31 26
1890s 4.0 3.4
1900s 6.2 5.0
1910s 3.6 3.0
1920s 33 28
1930s 3.0 24
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1940s 0.8 0.6 0.4

1950s 8.2 6.6 33 6.4 0.6 25 15.0 7.0
1960s 7.9 6.5 3.0 53 0.8 41 13.8 22
1970s 42 38 0.8 33 0.6 15.6 73 4.4
1980s 23 2.4 0.4 2.8 0.2 10.3 37 9.6
1990s 12 12 11 12 0.2 5.0 4.4 123
LUXEMBOURG

Man GDP Agri Serv Pop Inf Ex Unem

18th Century 0.6 0.4
19th Century 4.9 41
20th Century 5.1 43
1800-49 21 17
1850-99 77 6.5
1900-49 4.0 34
1950-99 6.1 51
1900s 9.8 8.4
1910s 03 0.2
1920s 6.0 51
1930s 0.5 0.4
1940s 33 2.8
1950s 79 6.6
1960s 83 7.0
1970s 34 27

1980s 42 3.6 48 0.4 44 35

1990s 6.6 54 59 0.8 23 2.0
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MALTA
Man GDP Agri Serv Pop Inf Ex Unem
1990s 6.8 5.4 6.6 0.4 33 41
NETHERLANDS
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.5 0.4 0.3
19th Century 32 27 20
20th Century 4.4 37 3.0 37
1900-49 41 35 27 35
1950-99 4.6 3.9 33 3.9 0.9
1950s 6.6 52 3.0 6.0 13
1960s 74 6.0 2.9 51 13 5.4 9.9
1970s 33 31 3.7 33 0.8 83 5.7
1980s 2.6 23 3.4 2.6 0.5 1.9 45
1990s 2.9 27 3.7 23 0.6 13 4.8
NORWAY
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.7 0.5 0.3
19th Century 34 2.8 17
20th Century 51 42 22 45
1900-49 5.0 4.0 23 43
1950-99 52 44 21 47 0.7
1950s 74 6.0 4.0 8.0 11
1960s 5.6 49 0.1 5.0 0.8 43 9.1
1970s 5.0 4.8 21 4.6 0.5 8.2 7.2
1980s 33 28 0.0 27 0.4 5.6 6.8
1990s 45 37 41 32 0.5 3.0 6.0
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PORTUGAL
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.4 03 0.2
19th Century 21 16 1.2
20th Century 4.6 3.8 L7
1900-49 3.6 29 L9
1950-99 5.6 47 L5 51
1950s 9.0 7.0 6.0 8.0
1960s 8.0 6.2 23 6.0 0.0 3.0 9.6
1970s 4.8 45 15 63 14 16.1 -0.3
1980s 3.6 31 L0 3.0 0.1 19.1 17
1990s 27 25 -0.4 22 0.1 4.0 5.6
SPAIN
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.6 0.4 03
19th Century 22 16 11
20th Century 4.6 3.6 L5 42
1900-49 27 23 14 27
1950-99 6.4 4.9 16 5.6 0.8 9.7
1950s 94 8.0 3.7 8.0 L5 114
1960s 91 7.0 4.0 78 11 8.0 11.6
1970s 6.6 4.4 25 4.9 L0 15.9 10.8
1980s 4.0 3.1 0.5 42 0.4 94 7.0
1990s 27 22 225 3.1 0.2 41 7 185
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SWEDEN
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 0.8 0.6 0.4
19th Century 33 2.6 L5
20th Century 3.9 31 L5 29
1900-49 4.1 32 20 2.8
1950-99 3.7 3.0 1.0 3.0 0.5
1950s 54 4.1 3.0 4.0 0.7
1960s 6.3 5.0 0.6 3.9 0.7 4.4 7.7
1970s 24 20 -13 2.8 03 9.8 26
1980s 28 23 L5 22 03 74 4.9
1990s 1.8 L5 1.0 20 0.4 4.0 8.3
SWITZERLAND
Man GDP Agri Serv Pop Inf Ex Unem
18th Century 10 0.8
19th Century 4.0 33
20th Century 45 3.7 42
1900-49 43 3.6 4.0
1950-99 4.7 3.8 4.4
1950s 74 6.0 7.0
1960s 6.0 5.0 5.0 16 4.4 85
1970s 7.0 55 7.0 03 4.0 6.0
1980s 25 21 23 0.6 3.6 3.8 13
1990s 0.7 0.5 0.6 0.7 14 22 4.0
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CONCLUSION

During World War 1I, the economies of most developed and middle-
income nations were extremely regulated. With the war over, the most prom-
inent economists in the world argued that liberalization and privatization were
necessary to provide better economic performance. Most governments followed
their advice. With the attainment of independence or self-rule, most developing
countries considerably increased the level of regulation in the after-war years,
but over time they too moved in the direction of liberalization. In most
developed countries, deregulation began in the 1950s, in most middle-income
countries in the 1960s, and in developing countries it began in the 1970s.

Although the degree and the speed of liberalization varied from country to
country, the vast majority did progressively liberalize their economies during the
second half of the century; and with the demise of communism in 1991, the liber-
alization program abruptly accelerated. However, as the century ended, the
policy came under increasing criticism.

By then, even liberal economists were questioning the usefulness of these
policies; but the arguments against it were disorganized, frequently incon-
sistent, and usually offered alternatives that had already proven to be ineffective.
The debate that had polarized free-market intellectuals and central-planning
advocates was over, and the major schools of thought that had questioned the
free market policies had largely disappeared. It was hard to understand why a
growing share of the world population was against “globalization,” as econo-
mists termed the accelerated efforts of liberalization since the early 1990s.

A big picture analysis based on the statistical record, however, suddenly
shows why the anti-globalization movement is so vociferous. During the 1950s
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and 1960s, the world economy averaged a growth rate of about 4.7% annually. In
the 1970s, the figure slowed to 4.1%; in the 1980s it slid further to 3.2%, and in
the 1990s it was just 2.5%. Even the most developed nations need a minimum of
about 3% over at least a decade to avoid increases in unemployment, while devel-
oping countries need a much faster rate in order to drive back unemployment,
underemployment and poverty.

Only with such statistical information is it possible to see that, as the
economy of the nations of the world was increasingly liberalized, the rate of
GDP growth progressively went down for the large majority of countries, and to
a level that caused a rise in unemployment. These figures make it evident that
the fundamental claim of mainstream economics is weak and that there is some-
thing intrinsically awry.

There are different ways to measure market distortions: the level of trade
barriers, the amount of internal competition, the share of state enterprises to
GDP, the flexibility of labor markets, the flexibility of currency markets and of
financial markets. Individually, each of these factors significantly affects the
market but it is hard to determine which affects it more. There is, nonetheless,
one factor that individually is most important in determining the level of market
distortion. That is the share of government expenditure in the total economy.

Where government expenditure is about one-third of GDP, the nation that
practices free trade, has no state companies, has a flexible exchange rate, and
allows no monopolies is surely more market driven than a nation whose gov-
ernment spends the same one-third of GDP but is highly protectionist, has
numerous state firms, has a fixed exchange rate, and allows industrial monop-
olies. However, if government expenditure (the sum of central, state and local
government) approaches 50% of GDP, as was the case for most countries in
northwestern Europe in the 1990s, then the market forces in those countries are
far more distorted than they would be in any scenario involving a government
expenditure of only 1% of GDP.

By the 1990s, even the countries with the lowest government expenditure
in the world set the figure at about 20% of GDP. During the 20th century, that
proportion varied from country to country and also over time, but on average for
the whole world it was about 14%. The world average for the 19th century was
much lower, more like 4%, and the further back we go in time, the lower the
figure might be.

In the 20th century the world economy grew on average by about 3.0% per
year, in the 19th by about 1.2%, in the 18th it is likely to have grown by 0.2%, in
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the 17th and 16th by 0.1%, and during the 6th to 15th century period it was close
to stagnation (0.0%).

Government expenditure does not tell the whole story of market dis-
tortion in an economy, but sometimes it is the largest part of the story. Interest-
ingly enough, as we go back in time, most if not all of the other factors that
distort market forces are also less present (when seen the world as a whole).
High trade barriers, for example, which are usually seen as a very important
factor, were decreed at various moments in history but most of the time they
were difficult to enforce. In general terms, the farther back we go, the lower was
the capacity of governments to enforce trade regulations — or regulations of any
other kind. There were fewer public officials relative to the total population.
There was more petty corruption, and public officials were easier to bribe. State
companies were practically non-existent; they are largely a phenomenon of the
20th century.

During the thousand-year period of the 6th to the 15th century, prices and
exchange rates were almost entirely determined by supply and demand. There
was no institution, administrative or otherwise, that was capable of determining
anything on the matter. On top of that, government expenditure was close to
zero. This economic environment seems to fulfill all or almost all of the condi-
tions liberal economists have identified as essential for the attainment of fast and
sustained economic growth. Nonetheless, stagnation prevailed and living condi-
tions rarely improved beyond survival.

What the record actually shows is that the more the economy is left to the
effect of market forces, the worse it will perform; and in an environment where
supply and demand are totally unrestrained, the end result is stagnation and
misery. That does not mean that increasing government intervention in the
economy necessarily delivers fast growth; but it does mean that the central
thesis of mainstream economics rests on a very shaky foundation.

The reason the world economy progressively slowed down during the
second half of the 20th century is that the academic and political elite ignored
the real causes of economic growth. Paul Romer, professor of Economics at the
University of Berkeley and a reputed expert in growth theory, repeatedly admits
that he and his colleagues are unsure what truly drives economic growth. That is
why economics is called “the dismal science.” Nations that have managed to get
out of poverty did so without knowing how. That leaves it in the realm of luck,
and luck is hard to sustain — or replicate.

193



World Economic Historical Statistics

During the 20th century and in particular the last decades, economists
have struggled to calibrate the basic tenets of the theories they endorsed. Eco-
nomics, however, is not in need of calibration with sophisticated mathematical
models. So long as the basic tenets are false, the conclusions will continue to be
worthless. Economists need first to develop a clear understanding of the causes
of growth. They need to see the big picture before moving on to analyze the
details. For that, they need well-organized, concise statistics, and that is what
this book supplies.
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