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Lesson ONE

Starting Modern Economic Growth

B RAEFIR

I. Text

The Key Characteristics of Economic Growth

The era of modern economic growth is only two centuries old.
Before the late eighteenth century there were individuals and
families who had become rich, but nations as a whole and most
of the people in them were poor. An economy was seen as a pie
of fixed size'. One could cut oneself a bigger piece of the pie,
and only took away a portion that originally belonged to some-
one else. However, few saw the possibility of increasing the
size of the pie so that all could have larger slices.

But the essence of modern economic growth is that, on the
average, the per capita income of all people in a nation rises,
not just the income of a select few. And as per capita income
rises, other fundamental changes occur that affect the way peo-
ple live. The households as production untis decline and are re-
placed by larger enterprises that find it economical to locate
near each other. The result is that more people live in cities and
work in factories rather than on farms. As incomes rise and ur-
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banization takes place, behavior within the households also
changes. Families no longer want large numbers of children and
so the birth rate begins to fall. Modern economic growth,
therefore, involves fundamental structural changes in the way
both production and society are organized.

In the late eighteenth century England began to transform
its economy, a process that would later be called the Industrial
Revolution. By the middle of the nineteenth century, other na-
tions in Europe and North America had begun similar transfor-
mations, and toward the end of the century the first non-
European population, the Japanese, had begun to industrialize.
Two world wars and the Great Depression? interrupted industri-
alization in the already advanced nations and slowed the spread
of economic advance to other parts of the globe. The Second
World War, however, also undermined the strength of European
colonialism and set the stage for a widespread effort to industri-
alize large numbers of newly independent nations.

One of the key characteristics of modern economic
growth, therefore, is that it did not begin everywhere in the
world at the same time. Instead it spread slowly across Europe
and North America, but did not occur in areas dominated by
European culture until the 1950s and 1970s®. In parts of the
world the process has yet to begin.

Between those parts of the world that have achieved sus-
tained growth and those that have not, a gap in the standard of
living has inevitably opened up. The average Furopean, Ameri-
can. or Japanese enjoys a material way of life that is many
times richer than that experienced by even large parts of the
elites of India or Africa. But there is nothing inevitable or per-
manent about this gap. In the nineteenth century England was
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far ahead of the rest of the world, whereas today England is
not even in the top ten of the richest nations in terms of* per
capita income. In the early 1950s Japan was poorer than such
centers of European poverty as Spain and Greece, but by the
mid 1980s Japanese per capita income was comparable to that of
richer Western European nations such as France. The world to-
day is undergoing a vast historical change. Since the end of
World War [, many underdeveloped countires in the Third
World have taken charge of their own destinies, and have tou-
ched off a profound transformation of our world®. More than
100 nations of Africa, Asia, and Latin America have embarked
on an intensive, often passionate pursuit of the economic devel-
opment that will improve the living standards of their peoples.

Words and expressions

slice / slais / n. H,HH 55>

decline / diklain / vt. %, FEk. &%
urbanization / abenaizeifon / n. HEUL,. ATk
inevitable / inevitebl / a. A~u[EESAY, LRI
permanent / '‘pexmenant / a. KA. KHEAH)
undergo / andsgou / vt. G, 2%

embark / imbak / vi. EF . \F

passionate / 'peefonit / a. HIFHY, RZIAHY
undermine / ,andemain / vi. H|55. 5%

Notes

1. An economy was seen as a pie of fixed size. LTI AH—k
KB E BIVE
2. the Great Depression 1929 4EFF IR R L5 KR &, EXT £
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3. Instead it spread slowly across Europe and North America,
but did not occur in areas dominated by European culture
until the 1950s and 1970s. #{ 2, & 18 18 #b /& 8 Bk o 1L &
P HE ] 50 FLH 70 A 7EZ BRI UL 31X & 4
(B ARRSM) . it 7E:X B 48 modern economic growth X —£& 5

RIEIRE,

4. in term of RHE,Fh----- Mms .

5. ... and have touched off a profound transformation of our
world. «e+se BRERITX At R EBEHE L.

II. Supplementary reading

1. World Economic Growth in 1990s

In 1990s the world economy continued a downward adjustment
to more modest rates of growth, a process which began in
1989. GNP growth fell from 3.1 per cent in 1989 to 1.7 per
cent in 1990 while the rate of increase in the volume of world
trade declined from 7.3 per cent to 5.7 per cent. In addition to
the Gulf crisis, slow growth in Canada, the United Kingdom
and the United States, and continued poor performance in Lat-
in America, Eastern Europe and Russia were largely responsible
for the decline.

It appeared in the early part of 1990 that the world econo-
my was heading for a smooth transitional correction of the rate
of expansion, caused by a cyclical downturn in the industrial-
ized economies. As the year unfolded, however, the Gulf crisis
and fundamental political adjustments in Eastern Europe and
Russia altered expectations dramatically. The oil price increases
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