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On Our Economic Future 
Surendra J Patel 

The pressure of contemporary events weighs heavily on most of us, particularly on the politicians and the eco
nomists. As a result, their thinking and policies often lack a broad long-term frame of reference. 

As I struggled with data, finding some of the lessons of economic growth over the last century, a 
general conviction slowly took shape that future historians will regard the two centuries (1850 to 2050) as a water
shed in human history—a period in which the age-old economic problem was grappled with firmness and finally 
overcome. 

This may sound like a reckless generalisation, but the observations that follow are meant to provide the basic 
reasoning for it. They represent an economic counterpart of the pre-Sputnik science fiction which described journeys 
into space, showing what can be done and shifting the centre of discussion from sterile pessimism to finding con
crete ways to accomplish it. 

[The author is a member of the Secretariat of the United Nations Economic Commission for Africa at Addis 
Ababa. The views expressed herein, however, are his personal views and should not be interpreted as those of the 
UN.] 

I 

Main Lesson of Economic 
Growth over the Last Century 

A NUMBER of conclusions have 
been drawn about the economic 

transformation of the industrial coun
tries over the last century. Among 
them there are at least three which 
are important for assessing the pros
pects for the decades to come. 

(1) Total output in the industrial 
countries increased nearly 20 times 
between 1850 and 1960. Since popu
lation expanded a little under three
fold, per capita income rose over 
seven-fold, or by much more in that 
century than in the entire preceding 
history. The growth rates in this per
iod were modest by recent standards 
—2.9 per cent per year for total out
put and 1.9 per cent for per capita 
output. But as they continued stea
dily for a century, the power of com
pound rates raised the average econo
mic level significantly—seven-fold in 
a century. 

(2) As industrialisation spread from 
its original centre to other countries, 
there was a steady rise in the growth 
rate of overall and per capita output. 
The long-term annual per capita 
growth rate was 1.2 to 1.4 per cent in 
England and France; 1.6 to 1.8 per 
cent for Germany, Denmark, Switzer
land, the United States and Canada; 
2.1 to 2.8 per cent for Norway, Swe
den and Japan; 4 per cent or higher, 
depending upon the estimator, for the 
Soviet Union; and 5 to as high as 7 
per cent during the last dozen years 
for a number of countries both in 
the West and the East. The late
comers to industrialisation appear to 

have clearly benefited from the accu
mulated treasure of world technology. 

(3) Al l sectors of the economy did 
not, of course, develop at an equal 
pace. Agricultural output rose about 
5 times, industrial output over 40 
times, and services over 20 times. As 
a result, the share of agriculture in 
the total fell from 40 per cent to only 
10 per cent, and that of industries rose 
from around 10 per cent to about 40 
to 50 per cent. The complete reversal 
of the relative shares of agriculture 
and industry is the most distinctive 
feature of the process. 

I I 

Perspective for the Next Century 
The future shape of the world eco

nomy can hardly be discerned with 
any precision, particularly when our 
economic tools for forecasting are so 
inadequate. Our estimates are, there
fore, not to be treated as projections. 
Their main purpose is to illustrate by 
quantitative extrapolation certain 
trends which on the basis of our pre
sent knowledge may or may not be 
reasonably expected. For the purpose 
of outlining the prospects, the world 
is divided into two broad groups: the 
industrial and the developing coun
tries. 

Industrial Countries 

The average income in the indus
trial countries expanded seven-fold 
over the last 110 years- from about 
$150 (in 1960 prices) in 1850 to $1,100 
in 1960. The per capita growth rate 
for the group as a whole was about 
2 per cent per year. During the nine-
teen-fifties, it was much higher—vary
ing between 2 to 6 per cent. 

Some indications are available con
cerning long-term plans or policy 
statements on long-term outlook for 
these countries. The OECD group of 
countries expect for the next 20 years 
an annual growth rate of 4.2 per cent 
in overall, and over 3 per cent in per 
capita output. If these growth rates 
are maintained for a century, real per 
capita output for the group would in
crease 19 times—from $1,200 in 1960 
to some $23,000 at current prices by 
2060 A.D. 

The socialist countries in Europe 
have prepared their perspective plans 
for the next 20 years. Their annual 
growth rates usually are over 6 per 
cent. The average may be taken to be 
over 7 per cent for total and about 
6 per cent for per capita output. At 
these growth rates, average per capita 
income would increase some 3.2 times 
in 20 years. Even if it is simply as
sumed that their per capita income 
would increase for the 80 years be
tween 1980 to 2060 at only 2.6 per 
cent per year, its average level would 
also be approximately $23,000 in pre
sent prices. 

The main aim of the exercise is 
neither to predict nor to project the 
growth rates, but merely to suggest 
that if an annual per capita growth 
rate of about 3 per cent were to be 
maintained for a century by the in
dustrial countries, their real per capi
ta income (in 1960 prices) would be as 
high as $23,000 by 2060 A D. 

Developing Countries 
During the fifties, the annual growth 

rate for the group as a whole was 
about 4 per cent, and higher, if data 
for China are included, The aspira-
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tions of the developing countries have 
found a powerful expression in the 
United Nations General Assembly re
solution on the Development Decade, 
which aims at raising the low growth 
in many developing countries to at 
least 5 per cent per year by the end 
of the sixties. Many countries find this 
a very modest objective. A number of 
countries, particularly the developing 
socialist countries (in all accounting 
for one-third the population of the 
group) have already planned for even 
higher growth rates. It is, therefore, not 
unreasonable to assume that even if 
the modest objective of the Develop
ment Decade is attained, the growth 
rate for the group as a whole may ap
proximate 7 per cent per year. 

The persistent demand for accele
rated development is creating an en
tirely new climate for a radical revi
sion of outmoded policies and insti
tutions everywhere. New ideas are tak
ing shape in many fields. The indus
trial countries, mainly under pressure 
of competitive co-existence, are becom
ing more receptive to the idea of an 
enlarged and adequately regulated sys
tem of international aid. A system of 
international taxation aimed at bring
ing about a redistribution of world in
come and wealth may sound too in
credible to be acceptable at present, 
but may in reality not be far off. Its 
details remain to be worked out. But 
one may well remember that after all 
the use of national taxation as an esta
blished system of redistribution of in
come and wealth is hardly half a cen
tury old. Moreover, any progress to
wards disarmament will increase size-
ably the resources to be transferred as 
aid. 

Per Capita Income 

During this period, population 
growth may rise initially to 2.5 to 3 
per cent per year, but would then be
gin to decline as the average income 
level rises, and as simpler methods of 
birth-control (pills distributed free on 
a massive scale by the W H O) are 
widely adopted. The demographic 
transition to low birth-rates is likely 
to be accomplished more swiftly in 
the developing countries than in the 
industrial ones, where it took nearly 
a century. As a result, the average 
population growth rate for the cen
tury may well be 1.5 to 2,0 per cent 
per year, or perhaps even lower. At 
an annual growth of 7 per cent for 
total output, this should give a growth 
rate of over 5 per cent in per capita 
output. The professional pessimist may 

dismiss these perspectives, but in the 
rapidly changing world we live in, 
these are the acceptable minimum tar
gets which human ingenuity has to 
strive to attain. 

At these growth rates, the develop
ing countries could increase their per 
capita income over 11 times by the 
end of the first decade of the next 
century and over 13 times by 2060 
A D. In comparable present prices, it 
could rise from about $120 a year 
now to some $1,300 (or higher than 
the present average in the industrial 
countries) by 2010, and to about 
$16,000 by 2060 A D. Less than a 
decade would then be needed to bring 
it to the level of $23,000, assumed for 
the industrial countries for 2060. 

I l l 

World Economy at Mid-Twenty 

First Century 

If the annual rates of growth as
sumed in the preceding section are 
realised the world economic land
scape would undergo a profound 
transformation by about mid-way in 
the 21st century. The growth rates, 
the periods and eventual income level 
mentioned here are to be taken nei
ther as definite nor as automatic and 
inevitable. They are interdependent 
and, therefore, any variation in one 
of them or failure in evolving appro
priate policies would change the other. 

The relentless power of growth at 
compound rates is strikingly brought 
out by the exercise. Cumulation for a 
century of growth of per capita in
come by 3 per cent for the industrial 
countries and by 5 per cent for the 
developing countries could raise it in 
real terms to $23,000 and $16,000 
respectively. This modest disparity 
in the rates of growth for the two 
areas would go a long way in over
coming the vast economic inequality 
among nations, which has developed 
mainly in the last century. This would 
of course happen neither automatical
ly nor inevitably. The inescapable 
task, therefore, is to devise appropriate 
institutions and policies to attain what 
need no longer be considered a hope
less undertaking, 

At this stage question may well be 
asked whether these growth rates and 
the expansion of output they could 
bring are in fact necessary. The ans
wer may be sought through an ana
lysis of the transformation of the 
patterns of output and expenditure. 

Pattern of Expenditure 

The 1 per cent of all the spending 
units in the United States received 
9.5 per cent of total income in 1946; 
the average for the group was $16,800 
and their savings-income rate was 
38.4 per cent which varied within nar
row limits (37 to 43 per cent) between 
1919 to 1945.1 Coming to more re
cent period, 125,440 units out of a 
total of 48 million received in 1960 
taxable individual income in excess 
of $50,000 per year; their total gross 
income was $11.5 billion and they 
paid $4.3 billion as federal taxes, or 
38 per cent of their incomes.2 Aver
age annual income per unit was about 
$90,000. Of this, over one-third was 
paid as taxes and a further one-third 
was perhaps saved, leaving only about 
one-third (or $3,000) for consumption 
expenditure. This comes to about 
$7,000 per person, assuming a family 
of four. 

It can hardly be presumed that these 
families are faced with the problems 
of penny-pinching to satisfy all their 
requirements of goods and services 
which modern technology offers. Our 
projections of the world economy, 
given the assumed growth rates, pro
vide for an average annual family in
come of $90.000 for all the world's 
families—or about the same as that 
of only 125,000 families in the richest 
country today. Affluence, the privilege 
of a handful so far, would have then 
spread to all. 

Applying the present expenditure 
pattern of the top income groups to 
the future, it would seem that no more 
than one-third of the high income 
would be needed to assure normal 
consumption expenditure at the high
est level of want satisfaction. The rest 
would be available for savings (invest
ment) and public expenditure. With 
per capita income as high as $23,000 
by 2060 A D, it should be possible, 
given the present tax and savings ra
tios, to have for these two purposes 
sums which are over 20 times higher 
for every single citizen of the world 
than now in the United States. 

These illustrative estimates indicate 
that the economic problem that man
kind has lived with over the ages is 
likely to be solved long before these 
levels are reached. In other words, the 
growth rates we have assumed need 
not be maintained for a century: or 
somewhat lower growth rates would 
suffice to attain the economic transi
tion. 
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Pattern of Output by Industrial 
Origin 

The above conclusion is also rein
forced if the probable changes in the, 
pattern of output by industrial origin 
are examined. Since 1850, the share 
of agriculture in total output in the 
industrial countries has fallen from 
about 40 per cent to only 10 per cent 
in 1960. With a present per capita 
agricultural output of $120, these 
countries are faced with agricultural 
surpluses. Whatever the future level 
of overall income, it is unlikely that 
the absolute quantum of per capita 
agricultural output would rise signifi
cantly. Its share may well fall to 1 
per cent, or even lower, by 2060 A D. 

The share of industry, on the other 
hand, has risen from less than 20 per 
cent in 1850 to 40 per cent in 1960. 
In recent years, it has stabilized, im
plying that it is no longer growing 
faster than overall output. The poten
tial for industrial expansion is indeed 
great for, needs of a large part of the 
world's population still remain too in
adequately fulfilled. Even then, there 
is a certain limit to the consumption 
of industrial goods; one car per adult 
and perhaps one as spare for the fami
ly; one television set in each room; 
more of the still to be invented foods; 
and so on. A detailed analysis of the 
pattern of consumption suggests that 
ceilings may soon be reached for 
many items. As a result, it is more 
than likely that, like agriculture in 
the last century, industry would lose 
in relative importance over the next 
century, falling to about one-fifth of 
total output. 

If the assumed rates of growth and 
the level of income for 2060 A D are 
to be realised, an overwhelmingly im
portant share of the expansion (over 
80 per cent) would have to be ac
counted for by the service sector. But 
in a world as rich as postulated here, 
it would not be easy to find people 
who would be simply offering services 
to others by holding their hands. The 
growth rates we have assumed it 
would seem, therefore, are either too 
high or the period too long. 

I V 

Concluding Observations 

The economic dynamics for the 
next century is sketched in the pre
ceding pages. The dimensions of time 
and pace, to rephrase slightly the ex
pression "time and space" in modern 
physics, suggested therein are based 
on heroic assumptions. They are used 

merely to illustrate, and not to predict 
the quantitative implications of deve
lopment. A different set of figures can 
easily be derived by varying the as-
sumptions. With all the qualifications 
that may be added, the exercise seems 
to provide a useful basis for some 
observations. 

(1) Our analysis has indicated that 
even the modest dimensions of time 
we have assumed may prove too long 
or the pace too swift for the final abo
lition of the economic problem. The 
economic transition from age-old pov
erty to abundance would in fact re
quire lower dimensions than these. 
The age of realisation of mankind's 
dreams, following the ages of expec
tation and effort, thus need not be 
more than a century away. Those who 
are in their twenties now could be 
alive to see its emerging outline, and 
their children could live through it . 

When an economic historian will sit 
down around the end of the next cen
tury to chronicle and assess the pre
ceding two centuries, he would feel 
what a great watershed that period 
was in world's history. During it, 
average real per capita had risen over 
at least 100 times. If he had some sta
tistical background, he may attempt 
to estimate its economic attainments. 
If 6,000 years of past history were 
taken as one day, these 2 centuries 
would represent less than an hour. 
But he would find that the real out
put of goods and services produced 
in that hour of intense outburst of 
activity was at least 50 times higher 
than in the entire preceding period. 

Two-Hour Working Day 

(2) Long arduous hours of work to 
make a bare living would be then a 
mere historical curiosity. The work
week could have fallen to merely one 
eight-hour day, or four two-hour 
working days owing to a continuous 
rise in productivity. 

Such a fall in working hours may 
sound too incredible to some, but 
need not be dismissed as unrealisable. 
After all, since the first May Day 
demonstration in the United States, 
the work-week has fallen from some 
70 hours to about 35, most of the fall 
having taken place only in the last 40 
years. Moreover, the scarcity of goods 
and services was still serious in this 
period. The demand for leisure had 
to be weighed against a denial of some 
of the essentials. But; with the margi
nal util i ty of most goods and services 
becoming a century later either negli
gible or zero, the demand for leisure 

would assume an altogether different 
dimension. 

With so much of leisure, the major 
social, philosophical and technical 
concern of mankind would be not the 
conquest of scarcity, but the orderly 
provision of "happiness" to what so
ciologists have called the "lonely 
crowd". 

(3) At the assumed level of income 
the economic problem as we have so 
far understood it would cease to exist. 
Economic development in per capita 
terms would not be necessary there
after. This outlook is, however, signi
ficantly different from previous sug
gestions of a stationary state, falling 
rate of profits, or stagnation of ma
ture economies. In these cases, there 
was an imperative need for growth, 
but it was interrupted or terminated 
owing to some factors. The abolition 
of the economic problem, as we have 
outlined it , presupposes that economic 
growth itself is no longer needed. 

(4) A large part of the intricate 
framework of the world's religions, 
philosophy, social and political thought, 
and institutions was built up when 
the economic problem occupied the 
centre of the stage in mankind's spe
culations and struggles. It can hardly 
be doubted that once it: is abolished 
or finally overcome, this whole edifice 
would require a fundamental recons
truction. Even when its precise direc
tions may not be indicated at this 
stage, the need for it is obvious. There 
has usually been a pronounced time-
lag for human thought and behaviour 
to adjust to changes in environment. 
The lag could be extremely serious, 
however, when what would be involv
ed is a fundamental adjustment of 
most of our values and institutions. 

An analysis of the outlook for the 
next century focusses attention to this 
major need. It is perhaps time now to 
undertake the widest speculation aim
ed at a profound rethinking and re
fashioning of the present values and 
institutions to meet the requirements 
of the decades to come. 

Notes 
1 S S Kuznets, "Shares of Upper 

Income Groups in Income and 
Savings", (National Bureau of 
Economic Research, 1953), pp 
176-77. During 1919-38 the top 1 
per cent received as much as two-
thirds of all dividends paid to in
dividuals, (p 130). 

2 "Statistical Abstract of the Unit
ed States" (1963), p 400. 
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