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A Washington Post Notable Nonfiction Book for 2011With the British Industrial Revolution, part
of the world's population started to experience extraordinary economic growth—leading to
enormous gaps in wealth and living standards between the industrialized West and the rest of
the world. This pattern of divergence reversed after World War II, and now we are midway
through a century of high and accelerating growth in the developing world and a new
convergence with the advanced countries—a trend that is set to reshape the world.Michael
Spence, winner of the Nobel Prize in Economic Sciences, explains what happened to cause this
dramatic shift in the prospects of the five billion people who live in developing countries. The
growth rates are extraordinary, and continuing them presents unprecedented challenges in
governance, international coordination, and ecological sustainability. The implications for those
living in the advanced countries are great but little understood.Spence clearly and boldly
describes what's at stake for all of us as he looks ahead to how the global economy will develop
over the next fifty years. The Next Convergence is certain to spark a heated debate how best to
move forward in the post-crisis period and reset the balance between national and international
economic interests, and short-term fixes and long-term sustainability.



For GiulianaA man only becomes wise when he begins to calculate the approximate depth of his
ignorance.—Gian Carlo MenottiThose who cannot change their minds cannot change anything.
—George Bernard ShawMy belief is that every good cause is worth some inefficiency.—Paul
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completed nine years as Dean of the Graduate School of Business of Stanford University,
ending fifteen years of academic administration, the preceding six as the Dean of the Faculty of
Arts and Sciences at Harvard. It was a wonderful period in my professional life, one I would not
have given up, even with the knowledge that hindsight brings of the rewards, challenges, and
petty tribulations. I learned a great deal about management and implementation, about
organizations, incentives, and motivation. Though this was not the purpose, I think it has made
me a better “older” economist.But the truth is that fifteen years is a long time, long enough to drift
fairly far away from the day-to-day debates in economics. Some colleagues have referred to me
as a former economist, causing me to wince a little, even if there was an element of truth in
it.Prior to academic administration, I would have been described as an applied microeconomic
theorist, with an interest in the details of market structure and performance and a special interest
in the information structures in markets—markets where there are informational gaps and
asymmetries that affect market performance. Market functioning and performance in the
presence of informational gaps had been the focus of my doctoral work. The work on market
signaling was an attempt to assess how markets would try to close informational gaps, and it
was recognized by the Nobel Prize in Economics in 2001, in the excellent company of George
Akerlof and Joseph Stiglitz. One can think of market signaling as being an attempt to understand
how sellers of high-quality products send credible signals to potential buyers in a market
environment in which the buyers do not have the quality information separate from the
functioning of the market and the embedded signaling.In 1999, when I stepped back from
academic administration, Internet mania was in full bloom. The potential of the Internet and the
World Wide Web to have a major impact on markets, industries, and indeed whole economies
was starting to come into focus. The Internet bubble in the stock markets and in venture capital



was under way and inflating rapidly. Companies were being formed and financed in some cases
without even a hint of where the revenues, let alone profits, were going to come from. Venture
capital flowed like water from a decapitated fire hydrant. Companies went public early in their life
cycle and traded at values determined largely by day traders, many of whom could not describe
the business of the company or its products except in the vaguest of terms. It was uncharted
territory with little historical data to constrain the expectations and enthusiasm, at least for a
while. Then reality set in, revenues and profits in many cases did not materialize, and of course
the period of overvaluation came to an end, as so often happens, with startling rapidity.The fact
that there was a bubble and then a burst bubble led some to conclude that there was nothing
there in the first place. That was not and is not right. Overvaluation does not imply the absence
of fundamental change. Often it is associated with an overestimate of the speed of change. It
seems clear that in this case, the principal mistake lay not in forecasting huge impacts on
economic systems and processes, but rather in overestimating the pace of adoption.This gap
between the potential of an innovation and its widespread adoption is one of those lessons that
we learn and then tend to forget, or we don’t learn it because of inattention to history and its
lessons about human and organizational behavior.As I thought about the potential uses of the
Internet, it started to become clear that the informational structures in markets, supply chains,
and transaction systems—indeed, the whole global economy—were set for a fundamental and
permanent shift. With a background in this part of economics, I decided to set out to try to make
sense of what all this meant for the functioning of markets and economies. I talk about that in
Part IV. Information technology is one of the most powerful forces now affecting growth and the
distribution of economic activity in the global economy.The information layer that surrounds,
organizes, and governs the real economy and all its parts is gravitating to the Internet; that is, to
networks of computers and people. Time and distance and cost are compressed in the
information layer. Many of the costs associated with being remote, from markets and head
offices, were expected to decline with this new technology, and in fact they are declining rapidly.I
asked myself the question, “Where is the largest long-run impact of the technology surrounding
the Internet likely to occur?” Once you note that time and distance and related costs are
compressed, and that remoteness loses some of its significance, the answer seems obvious:
the big impact is likely to be in international markets, global supply chains, in access to
information and services in places that have been remote from them—in short, in the global
economy, and especially in the developing countries.As I embarked on this line of inquiry, an
unexpected call came from the World Bank asking if I would deliver a keynote lecture in 2005 at
the principal annual conference held by the Poverty Reduction and Economic Management
Network in the Bank. The proposed subject was growth in the developing world. Now, I thought
to myself, it is true that, in light of the route just outlined, I am interested in this. But giving a
lecture on the subject in an institution with several thousand of the world’s most knowledgeable
people on the subject of development struck me as slightly risky. I voiced this doubt. The
response I got was that new views from outsiders are sometimes useful, that I had a background



in microeconomics and some experience with investment, and that growth as an essential
enabler of poverty reduction and progress had experienced a period of underemphasis.I wasn’t
entirely persuaded, but resorting to my past, I thought if it goes badly, it will be a useful signal
and I can move on. And if it doesn’t go badly, that signal will be useful too.I enjoyed it, seemed
not to bomb, and, to cut a long story short, after some discussion in partnership with the World
Bank and a number of other sponsors, we decided to ask a group of distinguished political and
policy leaders from developing countries to join a commission focused on growth: on learning
from their experience and that of others in multiple countries and from academic research. The
goal was to deliver the results of this learning process over the past fifteen years back in a form
that provided useful guidance to their counterparts, leaders in developing countries, and to the
next generation of leadership.Forming the commission would itself be a screening device. If the
distinguished leaders whom we asked said no, we planned to conclude it was probably not a
useful exercise at this stage and to drop the project. But they didn’t say no, and we launched the
Commission on Growth and Development (CGD) in the spring of 2006. Its work concluded in
June of 2010. The written work product can be found on the archived website of the
CGD.Interacting with these developing-country leaders, their colleagues, and literally hundreds
of my academic colleagues was the experience of a lifetime—for me, a high-speed learning
process that was, to say the least, exhilarating and humbling. I learned about growth and
development, about complexity, pragmatism, and persistence, and about leadership. For an
economist trained in an advanced economy, it was startling to see how incomplete and
imperfect were the frameworks and models available to guide policy choices in developing
countries. It was even more startling to see how effectively the developing countries navigated
this sea of complexity and uncertainty. I came to see the process as akin to a long sea voyage
undertaken with incomplete and sometimes contradictory charts, not unlike the early explorers
who set out to discover, explore, and map the contours of the planet and to exploit its
resources.In doing this work over four years, I visited the commissioners in their home countries
and talked with their colleagues, as well as with business, labor, and civil-society leaders. While
an outsider can never achieve the level of institutional knowledge that insiders possess, I made
some progress in seeing the world through their eyes; not through the lens of a Western
business or policy agenda item, but from within the framework of the hopes, aspirations, and
goals embedded in their own growth and development agendas.In the course of my own voyage
of discovery, I realized that the pattern of growth and poverty reduction in the developing world
was spreading and accelerating, and along with it a growing sense of optimism. It also dawned
on me, later in the process, that the high dependence on the advanced economies has started
to decline, especially in the last ten years, and that the developing world is becoming a large and
increasingly important part of the global economy, with all the opportunities and challenges that
go along with this growth. The largely separate worlds of the advanced and developing countries
are converging. As a consequence, the growth of the developing world will increasingly be part
of the lives of everyone, regardless of where they live and work.A year or so ago I described to



my oldest friend—we grew up together—a plan to write a book about the high-speed growth in
the developing world and the rapidly changing profile of the global economy. His advice was to
make sure that the book “is about me as well”—meaning him, and his children and
grandchildren, those who live in the advanced countries. I thought a lot about that. He wanted
the book to include an assessment of what the growth of the developing world meant for his
offspring and their children. I think it has come out that way. The huge asymmetries between
advanced and developing countries have not disappeared, but they are declining, and the
pattern for the first time in 250 years is convergence rather than divergence.This is a world in
which vast numbers of people look with greater optimism at their own future and that of the next
generation. But it is also a world facing large new challenges that are a consequence of the
expanding prosperity. The real story of the future of growth is how well the coming generations
understand our evolving interdependence, its positives and negatives, and then creatively find
ways to manage and govern it.In writing this, I have relied on the energy, insight, and generosity
of spirit of a large number of people whom I admire. Prominent among them are the members of
the Commission on Growth and Development who have helped lead the economic, political, and
social transformations of their countries. My colleagues in universities and research institutions
have been extraordinarily generous in sharing their research and insights with practitioners. The
high quality of the interaction between these two groups during a set of workshops on growth
and development was for me one of the most rewarding parts of the past four years.Roberto
Zagha at the World Bank was secretary to the commission. I owe him a great debt for his
breadth of vision in guiding the work of the CGD, for guiding me through the learning process,
and for his ideas and idealism. Mohamed El-Erian, now the CEO and co-CIO of Pimco, is a
friend and teacher—about investment, the global economy, the global financial system. We have
discussed the issues and written about them together. I have included in Part IV of this book
adaptations of two of our joint efforts on global governance and on the sustainability of emerging
economy growth post crisis. Bob Solow, the creator of modern growth theory, was the other
academic on the growth commission, and the most important one. It is not possible (no matter
how many superlatives one uses) to overstate the impact he had on my thinking and that of all of
us. It was, in many ways, a microcosm of the enormous influence he has had on the concepts
and values that form the foundation of modern economics.Andrew Wylie and Scott Moyers
encouraged me to try to write this book and guided me through the unfamiliar process of writing
for a nonacademic audience. Andrew has done this for many authors with diverse backgrounds.
He is a master at it.I am very grateful to Eric Chinski and his colleagues at Farrar, Straus and
Giroux for their help and support in getting the manuscript into good shape, and for their editorial
insight and support.My wife, Giuliana, and my family were incredibly supportive as I logged vast
numbers of miles in the air, as part of the work of the CGD and in the writing of this book. That
plus a large dose of encouragement and enthusiasm made it possible to complete the work.I
finished the editing of the manuscript in Bonassola, a small town on the coast of Liguria in Italy. I
am grateful to the very kind folks at the Gelateria Delle Rose for letting me work at their bar close



enough to the wi-fi access point. It became il mio ufficio for part of the summer.IntroductionThis
book is about the third century of the Industrial Revolution, the one we are now living in. As best
we can tell from limited data and painstaking scholarly work, for several hundred years up until
about 1750, economic growth was negligible everywhere. By our standards, people were poor
for the most part (there were elites that were rich), and in some places there was a small,
commercially oriented middle class. Being rich and being in power were closely associated. In a
no-growth world, the game is zero-sum. It is not therefore surprising that power and wealth were
highly correlated. This picture was true pretty much for the entire world.Then, around 1750,
England started on a new course, of industrial revolution. Per capita incomes started to rise.
Growth accelerated and was sustained for the first time in recent history. The pattern spread
fairly rapidly in the nineteenth century to continental Europe and then to the United States and
Canada, and Australia and New Zealand, the last four being what the distinguished scholar
Angus Madison refers to as the European offshoots. And it continued for two hundred years, up
through World War II. Some of it spilled over to parts of Latin America, but in a less complete
form.By 1950, the average incomes of people living in these countries had risen twenty times,
from about $500 per year to over $10,000 per year, and in the case of many industrialized
countries much more than that. This new growth was driven by the application of science and
technology to production, logistics and communication, management and institutional
innovation, and changes in governance and the way in which politics and government interacted
with the economy—in short, to every aspect of the modern economy. (We will come back to all of
this in the course of the book.)The dramatic shift in the pattern of growth was confined to what
we now call the advanced or industrialized (or, sometimes, mature) countries. It affected the
lives of roughly 15 percent of the world’s population. Outside of that group, the pattern of the
preceding several hundred years simply continued; there was very little growth. People remained
poor. Colonialism took what wealth was generated and allocated it to the industrialized imperial
powers. There were of course some changes. Trains, and eventually automobiles and electricity
and telephones, showed up but had little impact on the vast majority of people. The global
pattern was therefore one of rapid divergence between the (then developing) advanced
countries and the rest.The snapshot picture of the world economy in 1950 was the result of that
remarkable 200 years of economic history: a breakout period for a minority of the world’s
population, with some 750 million people living in industrializing countries and the remaining 4-
plus billion left behind. The world had never before seen differentials of this magnitude.Starting
after World War II, the pattern shifted again, though it was difficult at the start to see it as a mega-
trend. The countries in the developing world started to grow. At first it was relatively slow and in
isolated countries. Then it began to spread and accelerate.That was the start of a century-long
journey in the global economy. The end point is likely to be a world in which perhaps 75 percent
or more of the world’s people live in advanced countries with all that entails: increasing income
levels, with likewise increasing patterns of consumption and energy use. In addition to the
spreading pattern of growth, the remarkable feature of the postwar modern era is the speed. In



the high-growth developing countries, there have been sustained periods (a quarter of a century
or more) of growth at 7 percent and more. To put this in perspective, high-speed growth in the
first 200 years of the Industrial Revolution would have been between 2 and 2.5 percent.This
book is about the 100-plus years that began in 1945 and will run to the middle of the twenty-first
century. Since we are slightly over halfway along, we can think of it as a midterm report. It is
about two parallel and interacting revolutions: the continuation of the Industrial Revolution in the
advanced countries, and the sudden and dramatic spreading pattern of growth in the developing
world. One could call the second revolution the Inclusiveness Revolution. After two centuries of
high-speed divergence, a pattern of convergence has taken over.The return of convergence
combined with growth has wide-ranging and deep implications, ones we are slowly becoming
aware of and starting to wrestle with. My main aim in this book is to try to make this very rapid
change and shifting pattern of economic activity and power a little more comprehensible to the
interested and engaged reader.What happened to cause an additional 60 percent of the world to
begin the process of joining the world of affluence, or to be well on the way? How is growth at
rates approaching 10 percent a year possible when the previous high-water mark was probably
3 percent? How long does it take for a poor country to make the full transition to advanced-
country status? How long can it last—or indeed can it last? Is there a speed limit? Are there
natural “brakes” that will inevitably slow the process down, or even stop it? Is there something
wrong with the advanced countries if they do not or cannot grow at these new high rates? What
drives or causes growth in the advanced countries, and is it the same set of forces in the
developing countries? How can income differentials of twenty to forty times persist over
extended periods of time?Can we learn over time to manage something as complex as the
emerging and evolving global economy, with its rising interdependencies and complexity? Or is
the present global financial and economic crisis a precursor to a pattern of more destructive
instability, eventually leading to disillusionment and abandonment of the enterprise? What will
happen to populations, incomes, natural resources, and the environment? Can the environment
withstand a fourfold increase in the ranks of the relatively wealthy? Can we produce enough food
and energy to support this kind of growth? Is it possible for this to continue, or is there a massive
multidimensional “adding up” problem in which what was possible for the “few” will not be
possible for the “many”? Is the management and governance of the global economy that was in
place for the last quarter century going to work in the future, or is it going to need fundamental
change?I have organized the narrative into four parts. Part I deals with the rapidly shifting
characteristics of the postwar global economy. It is, in effect, a picture of what the global
economy looks like and how it got there in the last fifty years. Part II is devoted to sustained high
growth and poverty reduction in the developing world: where it is occurring, how it happens, and
where it is not occurring, with some attempt to analyze the reasons for the much slower growth
in lagging regions.We shall see (or at least I will argue) that both the high growth and the low
growth cannot be explained by strictly economic factors alone. Leadership, politics, governance
structures, and the effectiveness of government have crucial parts to play in the drama.Part III



turns to the short- and longer-term impacts of the global economic and financial crisis that
gripped the world starting in 2008. What impacts did this have on the developing countries, and
via which transmission channels? The crisis has brought many lessons about the fine texture of
interdependence. How well did developing countries respond to the crisis, and what is the
medium- and longer-term outlook for them in a world in which developed countries struggle with
deleveraging, fiscal stability, a shortfall in demand, stubbornly high unemployment, and low
growth? What lessons have the emerging economies absorbed, and how will those lessons
impact financial and economic globalization, growth strategies, and dynamics? Are there
lessons in what the developing countries have learned that are relevant in the more advanced
economies?Part IV turns to the future and a set of issues, forces, and trends that have to do with
whether this pattern of spreading high growth in incomes and wealth can be sustained. There
are economic, governance, natural resource, and environmental braking mechanisms that may
slow the process down or cause it to stop altogether. In looking at these, we will encounter a
variety of different versions of what are sometimes called “adding-up” problems.Perhaps the
availability and cost of energy will cause a slowdown in growth. If all or a large fraction of the
developing countries try to supply labor-intensive goods and services to the global economy, the
global market, large as it is, may not be able to absorb them. That may mean that the poorer and
less competitive economies will not find a way to enter the global economy, an essential
prerequisite for growth. The increasing interconnectedness in the global economy and financial
system is running ahead of the system of governance. The latter is still dominated mainly by
nations and their priorities. Perhaps there are limits to globalization without a parallel process of
change in global governance?My main goal is to make the dynamics of developing-country
growth more understandable and that growth’s relationship to and interdependencies with the
global economy more visible and easier to understand. I do this for two reasons. First, for many
of us who live in OECD countries (countries with membership in the Organisation for Economic
Co-operation and Development), developing-nation conditions and growth are relatively outside
the range of our day-to-day experience. The impact of that growth on the global economy and
the advanced countries is a complex and interesting dynamic process, and one that is still
imperfectly (though better) understood. Yet the consequences of that growth are of enormous
importance and will be felt by the vast majority of the world’s population for years to come.I also
think that in order to meet the substantial future challenges of sustaining global economic
prosperity in an inclusive kind of way, it is helpful and perhaps even essential to have a basic
knowledge of the evolution of this increasingly large and important part of the world. The
reactions of developing countries to international issues are conditioned by their growth
experience and prospects. We need to see the world through their eyes, just as they will need to
be able to see through ours. That two-way understanding is likely to be an essential
underpinning of our future capacity to manage global interdependence. Without it, progress on a
host of issues—climate change, the WTO, regulating the global financial system, global
governance, rebalancing the global economy, and maintaining stability—will be much harder to



achieve. We are at the very early stages of learning how to do this.Growth in the developing
world has made the major emerging economies systemically important. Their choices and paths
have significant effects on one another, and on the advanced countries. This is new. It is a
function of the growth, the increasing size and, significantly, the increasing incomes of the major
developing countries. The old system in which the advanced countries under the G7 umbrella
took responsibility for avoiding collectively the suboptimal outcomes that might arise from
narrow, nationally focused policies, and in which the developing countries focused on domestic
growth and development agendas, worked as long as the systemic external effects of the latter’s
behavior were not large enough to destabilize the system or create major imbalances. That
world is gone.The crisis of 2008 nearly caused a second Great Depression. Rapid and effective
action by governments and central banks averted that outcome. The emerging economies have
rebounded from the crisis surprisingly quickly. They are now the main engine of global growth.
The advanced countries have fared less well. They face slow growth, high unemployment, fiscal
distress, and a lengthy period of unwinding the high levels of debt accumulated before the crisis.
In that complex environment, nations are trying to work together to stabilize and rebalance the
global economy and to restore conditions that will permit a return to sustained growth.In the
postwar period up to the crisis, the priorities guiding international cooperation were set by the
G7, representing the advanced countries. Post crisis, the baton has been passed from the G7 to
the G20. The latter represents the advanced countries plus the major large, high-growth
emerging countries. Given the size and growth of the latter, it is a natural transition, though
certainly one accelerated by the crisis.The central question before us now is whether the G20
can do this job effectively. Keeping the global economy open, restoring demand, reregulating the
financial system, preventing a destructive deflationary cycle, and creating effective international
mechanisms for responding to future shocks are among the critical items on the agenda. We do
not yet know how this will come out. Much is at stake, and much will depend on the ability of the
advanced and the major developing countries to work together in a cooperative way.PART
ONEThe Global Economy and Developing Countries1. 1950: The Start of a Remarkable
CenturyI was born in 1943, during World War II. It was near the end of a turbulent half century,
militarily and economically, a violent period with a Great Depression sandwiched between two
great wars, a nightmare for many. It was the end of an era and the start of something quite
revolutionary and new.The Industrial Revolution started in Britain at the end of the eighteenth
century. It had been under way for two hundred years by World War II. Before that, growth, by
modern standards, had been negligible for a thousand years all over the world. But then Britain,
and in sequence continental Europe, North America (the United States and Canada), and
Australia and New Zealand, began a growth acceleration. It was not breathtakingly fast by
postwar standards, on the order of 1 to 2 percent a year. Over a long period of time (a century or
two), however, that growth (and its scientific and technological underpinnings) caused huge
differences in incomes between what we now called the industrialized countries and the rest or
the world.You can see this inflection point and sudden change in direction in a famous chart



produced by the distinguished economic historian and Nobel laureate Robert Fogel (see here). It
is a picture of population growth with the underpinnings being the rapidly expanding productive
capability of the growing economies.The beneficiaries of this growth were the populations of
those few countries. They represented then and still do now about 15 percent of the world’s
population. The remaining 85 percent experienced little or no change in circumstances. Parts of
Latin America were something of an exception, a fact that we will return to later. The rest of the
world, including all of Africa and Asia (East and South), was poor. Incomes were typically about
a dollar a day, sometimes less. The vast majority of people were rural, engaged in subsistence
farming and closely related activities.Before 1750, most of the world was like the 85 percent in
1950. They were poor and lived in an environment that was technologically and economically
largely stagnant. There were a few wealthy people, those who owned land or other assets or
who had political, economic, and military power. Intercountry differences were not large.
Continental Europe and China did not differ much in economic terms: indeed, around the time of
the Ming dynasty (1600), China’s income per person is believed by scholars to have exceeded
those in Europe—though, by today’s standards, not by much.Even though Germany and Japan
had expansionist aims in the twentieth century, one in the industrialized world and the other with
a more colonial flavor in a preindustrial part of the world, those were thwarted by defeat in the
war. Everywhere else, the dismantling of the colonial structures was already under way. Colonial
empires were dissolved completely after World War II, creating scores of new states of varying
sizes and shapes, each beginning a sometimes bumpy and difficult journey as a new nation.
From a purely economic standpoint, some of them should have been parts of larger states. But
designing for economic viability probably was not a feasible program as the colonial period
ended. Colonial history and geography and tribal differences had much more to do with the
outcomes than economic rationality or common sense. The legacy is a world with over two
hundred countries, many of which have little economic viability. In addition, in many there was no
sense of nationhood or citizenship. Building the essential foundation of national identity and
unity has proved challenging.After the war, the international agenda included rebuilding war-
ravaged industrialized economies, building the governance and the economies of a raft of new
countries that had been former colonies, and, finally, creating multinational institutions to
manage and invest in this fluid multinational landscape, in the hope of a less violent, more stable
world.War, bloodshed, and the inability to manage or prevent conflict were not an invention of
the twentieth century. The scale, efficiency, and extensiveness of the damage were. Postwar
leaders and citizens alike strove to fashion a new, cooperative, and less zero-sum approach to
the international architecture that determined, or at least influenced, how countries interacted
with each other. The driving force behind the spreading Industrial Revolution was science and
rapidly advancing technology. It made incomes rise and war more dangerous.A generation of
postwar leaders saw this potential for destruction and understood the potential for further conflict
in a world characterized by struggling postwar industrial economies, a battle for access to
scarce natural resources (especially energy), huge differences in incomes and opportunity



across the world, and deep political and ideological differences. Without knowing the final
destination—no one did—they set out to change the trajectory of the global economy. Looking
back, one can see that they largely succeeded.Japan had joined the industrializing group in the
nineteenth century. It began a lengthy process of modernization and opening with the Meiji
Restoration in 1861. By 1940 it was a partially industrialized country and the only non-Western
colonial power in Asia. By 1945 it was a defeated nation with an uncertain future. But it was
about to become the first sustained high-growth country in the postwar period—indeed in
recorded history. Its growth, and the underlying strategies and policies, became an example that
was emulated all over Asia and eventually more broadly. Looking back, one finds it hard to
overstate the importance of the example that the Japanese case set. Among other things, it grew
at unprecedented rates armed with almost no natural resource wealth of the conventional kind,
and in so doing upset much of the conventional economic thinking about the sources of wealth
and growth in the developing world.China fared worse. Battered by external interventions its per
capita income actually declined in the nineteenth century, a relatively uncommon occurrence in
economic history outside of periods of plague. The two thousand years of dynastic rule
collapsed in the early part of the twentieth century, replaced by a republic that presided through
a Japanese occupation and the Second World War. The Republic never really had a chance to
succeed. By 1949, when the Communists took control, China was one of the poorest countries
in the world, and thirty years later, under central planning and collectivized production and
agriculture, it had made little visible progress.2. Static Views of a Changing WorldIn 1750, most
people, if asked, would probably have said that the preindustrial configuration of the world’s
economy was a largely permanent state of affairs—that the world had always been like that and
probably always would be. They would have had the facts on their side. Not much change had
occurred by our modern standards for many centuries. To put it differently, since even low-
percentage changes add up over centuries, the pace was truly glacial by our standards.But the
world was not really static. Science progressed. Florence experienced a Renaissance with a
flowering of art, architecture, commerce, finance, banking and science, architecture and
engineering. There are such periods when some breakthrough occurs in the minds of people
and innovation occurs in a burst across a broad range of fields of human endeavor. It is still
something of a mystery why this occasionally happens.Still, viewed through an economic lens,
the lives of most people did not change all that much. Growth was very low, and as a result the
distribution of income and wealth approximated a zero-sum game. What one individual or group
got, another gave up.If you had suggested to a European in 1750 that in exactly 200 years,
Europe would have incomes roughly twenty to forty times those of Asia, you would probably
have been regarded as deranged. By the same logic, if in 1950 you suggested that in 100 years
incomes in Asia and much of the rest of the developing world would be approaching the levels in
Europe and Northern America, you probably would have gotten a similar reaction. But that
appears to be the journey that we are about halfway through.As humans, we first become aware
of the world the way it is. We see a snapshot of the world first and the motion picture only much



later. We seem to assume initially that the snapshot is a permanent state of affairs and not a
moment in a journey with a constantly shifting landscape. Perhaps this is because fundamental
change is, or seems, slow. And perhaps also because change is hard to anticipate or to think
about in advance. Looking back is much easier.As we get older we discover that we ourselves
are on a rather longish voyage of discovery, learning, pain and joy, children, grandchildren,
perhaps a little wisdom. In modern history, the external environment seems to change quite
quickly too. And so, over decades, the magnitude of the changes becomes easier to see. We
start to appreciate historians more, those whose job is in part to help us understand that things
change, as well as how and why that change occurs. Now as before, there is always a large gap
between the young, who tend to assume that the world has always been the way it was when
they entered it, and the old, who can remember a world with propeller-drive planes and no
Internet.This propensity to view the snapshot of the world that we now see as “reality,” as
opposed to a frame in a motion picture, sometimes traps us and holds us back. Right now there
are lots of developing countries, but as the term implies, that is probably not a permanent
state.The evolution of the terms describing “the other 85 percent” is interesting. At some point
we stopped referring to poor countries as “backward” in favor of the term “underdeveloped.”
Then came “Third World,” suggesting total separation. And then came “less developed,”
intimating that it might not be permanent. After another lag we shifted to the term “developing
countries” and, more recently, “emerging economies,” in a slightly delayed recognition of the fact
that a fundamental and permanent change was not only hoped for but actually under way. This
evolution in language signaled a growing awareness over time that these economies were not
permanently lodged in a stationary state of underdevelopment but rather were in some kind of
transition, albeit a long one—on the order of a century—to being high-income places.By the time
my education started to make me aware of the global landscape (the continents and the life
conditions and opportunities in them), huge differences in economic circumstances across
continents were part of the economic landscape. In the 1950s and sixties, most of us probably
thought that this was just the way the world was configured. I know I did. I can still remember
heated boyhood discussions of fairness and unfairness, and arguments about the reasons for
the wide divergences. There were relatively poor countries and rich countries. The question was:
Why? How could differentials of that magnitude persist?Our natural instinct was to look for a
villain, some human constraint that held in place the chains of poverty. That wasn’t an entirely
incorrect inclination, but nevertheless overly simple. Some felt this was permanent and others
vaguely thought it might change, without really knowing how. But the snapshot view dominated.
Dynamics and thinking about rapid, accelerating, and permanent change is conceptually harder
and more than slightly unsettling for most of us.3. Postwar Changes in the Global EconomyMy
parents, like many others born during World War I, went looking for jobs in the mid 1930s in the
depths of the Great Depression. Not a great hand to be dealt. Like so many of their generation,
that experience had a lasting effect on the way they saw the world and the opportunities in it.
They either knew or hoped that fundamental change would occur. But they would not have bet



the family fortune on it. They were basically pessimists at heart, and most of the postwar
experience was a pleasant surprise.Their hopes, focused mainly on their children and
grandchildren, were for a less volatile and precarious existence. Those hopes were rewarded
and exceeded, at least in the industrialized countries. The world finally pulled out of the Great
Depression with the help of the extraordinary economic measures required by World War II. In
the postwar period, Europe and Japan rebuilt their economies and governance structures with
support from the United States and the newly created international institutions. Growth was
restored. Rapid technological advancement (again accelerated by the exigencies of modern
war), rising productivity, and rising incomes dominated the economic landscape in the
developed countries, with the Cold War and the threat of mutual assured destruction hanging as
a dark cloud over the process.Growth rates take some getting used to. There is a rule used by
statisticians and economists called the rule of 72. It says that the time it takes in years to double
in size at a specific annual growth rate is that growth rate divided into the number 72. It sounds
crazy, but it works. So, for example, at 1 percent growth, income (or whatever it is that is growing)
doubles in 72 years. At 7 percent growth (about the highest sustained level ever achieved until
recently), that figure for doubling falls to a decade. That is, at 7 percent growth, incomes and
output double every 10 years. These numbers are approximate but good enough to get the
general idea.Unlike their historical predecessors, the high-growth developing countries have
been growing at rates of 7 percent or more. It was the arrival of China thirty years ago and more
recently India into the pattern of sustained high growth that changed the global economic
landscape prospectively. The reason is that these two countries combined have almost 40
percent of the world’s population of about 6.6 billion people. There had been prior high-growth
cases like Korea in the postwar period. But Korea has 40 million people. Even at advanced-
country incomes, the economy would be an eighth the size of the United States or the European
Union. Japan was the first high-growth country and until recently by far the largest. With a
population of 120 million (and shrinking) and advanced-country levels of income, its economy is
less than half the size of the United States and the European Union. By contrast, a China or an
India with advanced-country incomes will each have economies four times the size of both the
United States and the European Union.Many of us have never experienced an environment in
which growth is that high. For reasons we will come to, the process is quite chaotic. And it is not
easy to sustain.Notwithstanding the recent sustained high growth in an increasing part of the
developing world, it takes decades for countries to make the transition from poor to advanced.
The poorest countries have incomes of about $300 to $500 per person. Advanced countries
have incomes of $20,000 and above. To go from poor to the lower ranges of advanced, one has
to double incomes five times, and then some. At 7 percent growth, the pattern looks like
this:Start500Decade 11,000Decade 22,000Decade 34,000Decade 48,000Decade 516,000Year
53–5420,000Income doubles every decade, and that is very fast—the economic analogue of
driving at 120 mph. Putting this all together, even at very high growth rates, it takes well over half
a century to make the full transition. And of course at slower growth rates, the transitions



become much longer.Middle incomes are in the range of $5,000 to $10,000 a year. The graph
below shows the transition times from poor to middle and advanced income levels for differing
growth rates (1 percent through 10 percent). Clearly, most of the time is spent getting from poor
to middle incomes. Once one gets to high middle income ($10,000) one more doubling will
catapult the economy into the advanced category.Transitions to Higher IncomesWhat matters,
then, is sustained growth over a long period of time. Little growth spurts followed by stagnation
simply lower the average growth and prolong the process.The last doubling from middle to high
income looks easier than it is. It is called the middle income transition, or sometimes the middle
income trap. It has proven for many countries to be a difficult passage, for reasons we will come
to in Part II. But the time-consuming part, the transition that requires long sustained periods of
growth, is the one from relatively poor to the middle-income levels.We saw earlier that world
population growth shot up starting at about the same time as the English Industrial Revolution.
Thomas Malthus theorized that population growth would keep up with income growth, leaving
individuals little better off and living at subsistence levels. Something close to this may have
happened for much of modern history, and in a significant part of the developing world until the
last fifty years. But it did not happen in the countries that broke away, starting in the second half
of the eighteenth century, the current set of advanced countries. It is not completely clear
why.Growth in output and income outpaced population growth in spite of the fact that science,
medicine, and public health battled with longevity and won. So people got older and lived longer.
Populations rose, but even then incomes started to rise. It is that pattern, the breaking of the link
between population and income growth, that is now spreading in the developing world.A Study
in ContrastsThe contrasts across the developing world are in some ways as striking as the
accelerating growth in a subset of countries. In 1950, both Africa and Asia were very poor; Africa
had higher incomes than Asia because of its natural resources. Asian growth accelerated slowly
at first, and then more rapidly, while African growth stayed slow. Economists thought that
developing-country incomes and prospects depended largely on natural resources. Before the
opening of the global economy to trade in manufactured goods, that was probably true. But with
the opening-up, it turned out that national wealth included human resources, whose value
climbed when they became available to the global economy. Utilizing human resources has
turned out to be the basis of Asian growth. And as we shall see later, natural-resource wealth by
itself is not the basis of sustained growth.By 1990, developing-country growth was well under
way. The Asian Tigers (South Korea, Taiwan, Singapore, and Hong Kong) had grown to middle-
income levels and were headed for advanced incomes. A number of other countries in Asia
(Indonesia, Thailand) had experienced sustained high growth. China shifted gears in 1978 and
went into high-growth mode. India was in the early stages of its growth acceleration.Later on we
will look in greater detail at where the high growth occurred and why. But some examples of the
contrasts are interesting.South Korea, for example, had a GDP per capita of about $350 to $400
fifty years ago (a little over a dollar a day, and about the same as the poorer countries in Africa).
North and South Korea were about the same in terms of income. Today South Korea’s GDP per



capita is close to $20,000. North Korea has progressed almost not at all, and much of sub-
Saharan Africa is experiencing growth acceleration since 2000, similar to what occurred in
Korea starting in the late 1950s. For most of the postwar period Asia and Africa diverged, though
that is starting to reverse now.China began market-oriented economic reform in 1978, and GDP
per capita has risen from roughly $400 then to over $3,500 now, doubling more than three times,
and with hundreds of millions of people moving out of poverty. Before the 1978 reforms, China
was a centrally planned economy with negligible growth and periodic disastrous episodes, like
the Great Leap Forward, in which perhaps 30 million or more people starved. The Cultural
Revolution, starting in 1965 and lasting ten years, was not primarily an economic policy choice,
but it had significant negative economic impacts. Much talent was lost or sidelined and
underutilized.India began economic reform in the 1980s. After successfully navigating a financial
crisis in the early nineties, it has grown in excess of 6 percent per annum (accelerating recently
to close to 9 percent just before the financial and economic crisis of 2008–9), again with the
prospect of hundreds of millions of people moving out of poverty.In 1960, the small island state
of Singapore, adjacent to Malaysia, was a fishing village with an average GDP per capita of
$427. It became independent of Malaysia in 1960 and today has an average GDP per capita of
$38,000, one of the highest in the world. The fishing village became one of the largest ports in
the world and a major financial center. Another island state, Cuba, had a revolution, made major
changes in the lives or ordinary citizens by providing education and health care, but then chose
to follow the Soviet version of central planning and languished in terms of growth and poverty
reduction.The Overall Picture After World War IIThe advanced countries grew at relatively high
rates in the immediate postwar period thanks in large part to successful recoveries after the war,
among both the victorious and the vanquished countries. Thereafter they settled into a steady
pattern of growth at the rate of between 2 and 2.5 percent. In addition, there was a growth spurt
at the end of the twentieth century, continuing into the twenty-first, associated with very large
productivity gains resulting from the deployment of information technology—a subject we will
return to later.A few developing countries grew at high rates, and we will examine them in detail
in Part II. But the vast majority did not grow much in the first few decades after mid-century, and
so the gap between the advanced countries and the developing world initially
widened.Economists’ ForecastsIn the wake of the unanticipated financial and economic crisis,
we economists have plenty to be humble about. But that has been true for some time. It is
interesting to look back at economists’ projections for growth in various parts of the developing
world. Of course, economic forecasting and forecasters are the butt of vast numbers of jokes
(“Economists have forecasted nine out of the last five recessions”). But at the start of the 1990s
it is interesting to see, for various regions, and for China and India, what those forward-looking
guesses were and what actually happened.The chart shown here shows expert forecasts for
growth in the nineties along with the actual, and the differential between the forecast and the
actual result. Generally underperformance corresponded with low (actual and forecast) growth.
This was a lost decade for Africa. Things have dramatically improved since then. It was also a



tough decade for the post–Cold War Eastern European countries. It probably took the best part
of a decade to make the transition to market-oriented economies and policies. Their economic
performance has also improved since 2000. The huge overperformer was China. Virtually no
one expected sustained growth at 9 percent a year. It had never been seen before.In fact,
analysts routinely bet against China, in the past and now. I like to remind the skeptics that betting
against China in the past has not been very profitable. Maybe this time is different. Probably the
fact that China’s governance model is quite different from what we are used to causes us to think
it won’t work. But to paraphrase Deng Xiaoping, different-colored cats can still catch
mice.Forecasts for the 1990s—and RealityTaking a longer time horizon, in the immediate
postwar period the consensus view among knowledgeable development economists and
analysts was that prospects were quite bright in Africa and quite dim in Asia. Asia (East and
South) was and is the most densely populated area of the world. In the 1950s it was also the
poorest part of the world, and it is, relatively speaking, very low in natural resources compared to
sub-Saharan Africa, Latin America, and the Middle East. It seemed a bad starting point.The
results over the next fifty years were just about the complete opposite of the prediction. Asia
found a way to engage the global economy and grow at rates never before observed. African
countries struggled with nation-building and governance, with lots of variation across countries.
The continent’s unusually high level of natural-resource wealth proved to be a curse, diverting
political incentives toward capturing the wealth or the income streams they generate, and away
from broader long-term growth-oriented agendas.With the admittedly unfair benefit of hindsight,
Asia invested in the only thing it had, people, and in gradual steps accelerated and sustained
growth. It also benefited from the opening of the global economy to trade in a broader range of
goods. Especially important for Asia was a global reduction in barriers to trade in manufactured
goods. There are several lessons in this.• First, our models and our ability to see into the future
are limited, and surprises are the norm rather than the exception.• Second, adversity is
surprisingly often the birthplace of successful change.• Third, sustainable wealth creation is
ultimately built on people, human capital and knowledge, on continuous structural change in an
economy, and on systems of economic and political organization that permit the productive
deployment of those assets.• Governance is crucially important. Favorable economic conditions
are not enough.4. The Origins of the Global EconomyA Brief History of the General Agreement
on Tariffs and Trade (GATT) and the World Trade Organization (WTO)Right after World War II—
and little noticed at the time—a seed was planted that turned out to be one of the two main
building blocks of the global economy. Leaders in the developed countries after the war set out
to create a different international order, with perhaps more hope than confidence of creating a
more benign and inclusive world. The opportunity was probably created by the horror of the war
itself, and the devastation right after. It was a crisis. Generally, crises are opportunities for
change because they weaken vested interests and resistance. The opportunity is not, however,
always seized.The United Nations was part of the new international structure, of which the
General Agreement on Tariffs and Trade (GATT) was a fledgling component. The GATT started



in 1947 to reduce tariffs, which are taxes on trade flows and thus partial barriers to trade.Tariffs
can be thought of in two ways. As taxes on international transactions, they are a source of
revenue to the importing government, though usually not a very important one. Their main
purpose is not revenue generation but rather to make goods produced outside the country more
expensive than they would otherwise be, so that domestic industries are partially protected from
external competition. (If revenue were the main goal, you would probably see more taxes on
exports. There are such things, but they are not very common.)A Brief Thumbnail History of the
GATT and WTOThe GATT was created to reduce these barriers. Initially the main focus was
postwar recovery in the industrialized economies and not in the developing nations. But the
benefits rapidly spilled over to the larger group. By almost any measure it has been a huge
success, though the work is incomplete and the risk of regressing nontrivial in the postcrisis
environment of 2010. The GATT was supposed to become part of an entity called the
International Trade Organization, which never made it through ratification in the U.S. Senate and
hence never really came into existence. But the GATT survived and slowly but steadily began
reducing the barriers to trade and commerce.Eventually the GATT turned into the World Trade
Organization (WTO) in the 1990s. The GATT was mainly a club run by (and initially for) the
industrial countries. The WTO is a more inclusive organization, more like the United Nations than
the G7. Most countries are members. It is a change that reflects the changing size, power, and
influence of some of the developing countries. It is also intended to ensure that the interests of
smaller and poorer countries are represented in the process of modifying the rules that govern
global trade. Widespread representation of diverse interests is, in principle, a good thing; but it
makes reaching consensus harder and appears to have slowed down the process of further
reductions in barriers.The WTO has 153 members with another 30 observers, mostly with
pending applications for membership. The largest country that has yet to join is Russia, and that
is likely to change in the near future.Members of the WTOAt present, the main WTO round of
negotiations, called the Doha round (after the place of the first meeting), is stalled and has an
uncertain future. It was supposed to be the round where the focus was on the needs and
interests of developing countries, particularly the poorer ones. It has raised questions about
whether the new structure can be effective in expanding global trade. We will come back to this
in Part III.With the benefit of hindsight, it is hard to overstate the importance of this postwar
process of shifting the basic parameters of the global economy by engaging in cooperative
behavior. The GATT was the beginning of the creation of what we now call the global economy,
something that is accessible not just to the one-sixth of the world that is well off but to the other
five-sixths as well. Together with cost-reducing technological advances in travel, transportation,
and communication, the GATT was an essential catalyst to a second economic revolution, a
much more inclusive one in which hundreds of millions of people started to experience the
benefits, if also the turbulence, of growth. It is this revolution, now much easier to see than it was
at the start, that is shaping the way we live.Small Steps Toward a Global EconomyAs the global
economy emerged in the postwar period, the colonial system disappeared. Old colonies



became new countries, some of them with very odd shapes and geographical positions. With no
history of self-governance as nation states, they struggled to find their way, economically and in
terms of stable governance. India created the world’s largest and most complex democracy—a
modern miracle. China turned to communism, adopted the centrally planned model of economic
organization, and made very little measurable economic progress for twenty-nine years, but
perhaps sowed the seeds of its future rise by educating the vast majority of its people. It
dramatically changed direction in 1978 and became the largest (in population) and fastest-
growing country in the history of the world.What no one saw clearly was that in the postwar
period, the economic party that had been running for two hundred years in a small subset of the
population was about to spread to much of the rest of the world.The implications of this new
convergence are profound and extensive. The costs of things will change. Goods and services
that require human time and effort will become relatively more expensive, an inevitable
consequence of the eventual decline of low-cost underemployed labor in the global economy.
Economic forces and incentives will try to make them less expensive by allocating more capital
to labor and hence reducing the labor input required. But there are limits to substituting capital
for labor, though these limits are moving as technology changes the art of the possible. The
abundance of underemployed labor in the world economy has in a sense delayed the arrival of
labor-saving technology. But this will end in the current century; although we still see low-cost
goods at Walmart, Target, and so on, that situation won’t last forever or indefinitely.The Industrial
Revolution was aptly named. It was a revolution (a long one) in multiple dimensions: standard of
living, reduction of poverty, growth of knowledge, access to information, opportunity, and the
application of scientific thought to the economic processes of production, communication, public
health, and resource allocation. Now all of that knowledge and technology is being disseminated
around the world.The “new normal” for our younger children and grandchildren will be a world in
which what used to be available only to a privileged few becomes a part of the lives of a new
high-income majority. There may also still be a large minority of people who continue to live in
low-growth environments. At this stage we just don’t know. The hope is that their growth will
accelerate too. But for a variety of reasons they may still have difficulty finding a way into the
global economy, to prosper and enjoy an expanded set of opportunities. If that happens it will
present a major problem, a possibility I will return to later.5. Economic GrowthWhy Are We
Interested in Growth?People don’t really care about growth in any direct sense. After all, it is just
a statistic that documents a certain aspect of change. Generally people universally care more
about spiritual things: values, religion, their relations with the rest of humanity. In the material
realm, humans care about opportunity, the chance to be productively employed and creative,
about being valuable to society, about education and health—in short about those things that
create the freedom and the opportunity to fulfill their potential.Growth is interesting because
these latter things are correlated with and enabled by income and wealth. More specifically, they
are influenced by the levels of income and wealth. As an aside, wealth for the very rich is
probably more valued as metric of success—beyond a certain point it is nearly impossible to



actually spend the wealth. In our world, substantial wealth is a partial signal of achievement and
brings with it prestige. It is pursued well beyond its capacity to add to material comfort. But for
most people, wealth is much lower and is best thought of as insurance against uncertainty,
instability, and interruptions in income. For most people, the main goal is a decent level of
income.Our interest is in sustained high growth over long periods of time because it is what
shifts the levels of incomes by amounts large enough to reduce poverty and to increase the
opportunity to be productive and creative. Though economic growth is talked about all the time
by policy makers, investors, companies, and shareholders, it really is a means to an end.There
is one other reason why growth is important to most people. It has to do with another nearly
universal value. Most of us want our children and grandchildren to have better opportunities and
options than we have. This preference is especially powerful in poorer countries. From my
experience working in and with developing countries, I have found the sacrifices that people will
make or accept if they believe they are creating opportunity for their progeny to be quite
extraordinary. In that sense, growth—sustained growth—is directly important to most of us.There
are those, and their numbers are increasing, especially in developed countries, who resist this
value framework. The pursuit of growth and material wealth has gone far enough, they say. The
unrestrained pursuit of higher incomes has led us to ignore the environment and the
sustainability of how we live, to overestimate the value of income and material wealth in relation
to happiness, and to create a value system that is more of a rat race than a chance for deep
satisfaction. There is a growing body of interesting research on happiness that tends to back up
this point of view.This is an important discussion of values. Over time it may result in a
formidable shift in our priorities and the economic choices that we make, pushed along by the
tailwind of climate change and environmental degradation. But for the present it pertains mostly
to the one billion who live in the developed economies. The rest of humanity wants to catch up.
This makes perfectly good sense too. The added value of a thousand dollars of income if your
annual income is $800 is likely to be a lot higher than it is if your current income is $40,000. The
percentage increase is much larger for the poor person, even though the absolute amounts are
the same. But, more important, for the poor person, that additional thousand dollars may make it
possible to ensure that their children receive a good education.This asymmetry is important and
a potential source of misunderstanding. We should welcome the questioning of our material
values in the developed world and wonder about the benefits and costs of a materialism on
autopilot. But we should not assume this questioning is universal or that it is independent of
one’s immediate circumstances. The developing world surely cares in multiple dimensions about
sustainability. But their enthusiasm for lower growth or different patterns of growth will increase
as their incomes rise and come closer to creating the opportunities that are now experienced by
a minority of humanity in the advanced countries.Leadership and PoliticsWhen I started studying
and learning about growth in the developing world, I thought the subject was mainly, or even
exclusively, about economics. I no longer believe that. It is not that the economic moving parts in
the dynamics of growth are uninteresting or irrelevant—far from it. They are an important part of



the story. But they are not the whole story. The rest of the picture has more to do with leadership,
governance, institutions, and politics, and the interaction of these factors and processes with
economic outcomes.Put bluntly, growth requires investment, and that means present sacrifice
for future gain. The job of leaders is in part to get everyone on board, to build a consensus
behind a forward-looking vision, underpinned by a growth and development strategy that is
credible. Multiple classes of participants and organized stakeholders need to be willing
participants. These include labor, unions, businesses and entrepreneurs, civil society
organizations, and households at various levels in the income distribution.Many countries spend
extended periods of time in no-growth or low-growth mode. It is a kind of equilibrium that must
be broken and then shifted to a new sustainable pattern. Evidently that pattern breaking does
not necessarily occur automatically within the economic system, narrowly defined. A shift
external to the economy is required, one that changes trajectories and expectations. That
external impetus usually comes from leadership, and not infrequently in a crisis or near-crisis
setting. An additional nudge is sometimes provided by a favorable shift in the external economic
environment. And we know demonstration effects are powerful. Seeing what is happening in
other countries (easier with television and the Internet) changes leaders’ and peoples’ sense of
what is possible.People will make incredible sacrifices if they believe their children and
grandchildren will, as a result, be better off than they are. But they do have to believe that the
dynamics will work, and that the process is inclusive so that whole groups of people are not
simply left out. Citizens may not impose the requirement that the government be of and by the
people, but an effective government that is, and is perceived to be, for the people is
essential.Governance in the context of sustained growth has a lot to do with what Europeans
call “cohesion.” Others use the term “identity.” They are not quite the same but they are closely
related. Older nations have managed to build nationalism over long periods of time, a sense of
belonging and of common interest. It is the shared belief that in good times and bad, the citizens
are in it together. It leads to a pattern of inclusiveness, of making sure that everyone benefits and
that those who experience adversity are protected, and it gives a nation a kind of resilience.We
tend to take this for granted in the context of developing countries, but we shouldn’t. In Canada,
where I grew up, the province of Quebec periodically considered seceding from the country for
complex historical reasons but in the end mainly because many Quebec citizens do not identify
with the English-speaking majority and when push comes to shove believe themselves to be
second-class citizens. Scotland, similarly, has periodic secessionist impulses. The American
Civil War was fought over slavery, but what underlay that division were deeply perceived
differences in shared values and identity.New young nations, particularly ones that are
linguistically, religiously, ethnically, or tribally diverse, have the challenge of building this sense of
identity and cohesion. Without it, and in the process of creating it, there are pitfalls. Often too
much energy and talent is devoted to struggling over power and control of resources. This
makes a purposeful, coordinated assault on growth and change, with its required attendant
investments and sacrifices, almost impossible to accomplish.The new postwar states of Asia



and Africa have wrestled with this challenge. Great leaders like Nelson Mandela have had a
significant impact in part because their moral leadership accelerates the creation of a shared
sense of values and identity and national pride. Singapore, though small, is multiethnic. A key
feature of the development strategy pursued by Lee Kwan Yew and his colleagues was
delivering on the promise of equality and inclusiveness through employment practices and
access to education and public housing.Most Chinese identify themselves as Han, and that
identity has been two thousand years in the making. It is a partially hidden but valuable asset in
collective choice and governance. The miracle of India’s democracy since independence in
1950 is that in the presence of extreme diversity in multiple dimensions (religion, class, caste,
and language), it has created a sense of pride and national identity that attaches to their noisy,
argumentative democratic structure. Creating the ability to govern itself was (and is) the
foundation of their ability to make hard choices, to invest, and to grow now. There is of course a
darker side to creating a national and cultural identity. Almost inevitably, the definition of an “us”
creates a simultaneous suspicious definition of a “them.”As global interconnectedness
increases, catching global governance up to the level of economic interdependence is
important. (We will talk more about the specifics later.) Institutions will have to be developed that
bring substance to the pursuit of the collective or common interest. But the authority and
legitimacy of such institutions will depend in part on their ability to act evenhandedly, and on the
ability of people to see their interests as common. Some modification of the notion of “us” that
goes beyond national borders is probably going to be needed—a sense of a fully collective
commonality of interest. Nationalism, which sometimes facilitates farsighted collective choice
within the country, can get in the way when it comes to global cooperation.I am not saying that
we need to give up thinking of ourselves as Italians or Canadians. We all have multiple
identifications that are part of our overall identity and which link us to others. Yet if we are going
to successfully navigate a passage to more effective global governance, our evolving sense of
identities is going to have to move along with it.
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Suzanne Dobbins, “Informative and fascinating. "This book is about the 100-plus years that
began in 1945 and will run to the middle of the twenty-first century. Since we are slightly over
half-way along, we can think of it as a midterm report."When I first ran across this book, I was
absolutely intrigued. There is hardly an American who does not realize that the third world
(especially China and India) are rapidly catching up with the economic strength of the western
world. Given the current economic climate, how is this going to affect us going forward?
Spence lays the groundwork in his impressive work 
  
The Next Convergence: The Future of Economic Growth in a Multispeed World

  
  
, explaining how the developing countries have been able to maintain an impressive growth
rate (China is as 9.5%!), how they have weathered the Global Financial Crisis, and what is the
next step for them and for the already advanced countries.I found this book informative and
fascinating, and was especially impressed how this Nobel Laureate author kept it at a level I
could understand. I admit, I enjoy the topic of economics and have related college degrees, but
most literate persons should be able to understand this book.”

Reg Nordman, “A clear concise description of the hard road ahead. The author is a Noble
winner in economics and a well respected world economist He really looks at the differences of
growth and hyper growth between developing and advanced economies. He clears away much
of the useless dialog and posturing among politicians and makes strong case for what has
happened and what has to happen. Again we see that the US is not doing what it should to fix
its own house in infrastructure, education and unemployment. Until it does it is acting as an
anchor on its own and the world's economies. After you read this clearly written book, you will
understand much more what is going on and how countries are mis/behaving. He also
reiterates much of the warnings that are found in How Boomers Bail.”

A. Menon, “Lots of insightful commentary but lacking a core thesis. The Next Convergence has a
lot of material and discusses many of the headwinds that we face, from the micro to the macro.



The book is divided into four sections with the intention of describing how the world evolved to
where it is and what challenges we currently face with some time spent on policy advice for the
future. The topics are extremely up to date an reading the book will give a sense of the issues
that we are facing in real time today. The insight the author has of the challenges we face are
very interesting and one can learn about the mechanics driving the global economy, the
weakness in the book is its construction. It covers a lot of ideas but none in strong depth.At its
core this is a book about economic growth. It is split into four sections. The first is The Global
Economy and Developing Countries. This is a fairly short introduction to the Post WWII trading
system and economic backdrop. Part II is called Sustained High Growth in the Developing
World continues on growth history and ideas from section 1. Woven in are many important
economic ideas and challenges including knowledge as a non-rival good, the economies of
scale, the evolution of tradeable goods and issues with the fallacy of composition. Part III takes
us to very recent history and is called the Crisis and Its Aftermath. It discusses the imbalances
the world faces and the policy choices taken during the crisis. The author believes the policy
coordination of the G20 was well administered and that the G20 needs to coordinate their
actions for effectiveness in the future. Finally the author takes a look at the future in section III -
The Future of Growth. Ideas like environmental sustainability are discussed as well as global
imbalances.The Next Convergence provides the reader with a lot of ideas to consider. The
concerns of the author are coming to a head in the developed markets currently with their
sovereign debt issues and growth challenges. Much of the spirit of the commentary is showing
up in current research being published so the foresight of Michael Spence is impressive. One of
the key focuses is on the need to coordinate policy of growth to balance the global economy.
Potential to end up in non-cooperative suboptimal stable points is a strong concern of the
author. Given the change in importance of the developing world, the need for better integration
of goals is seen as a requirement to reducing the volatility of the future. The Next convergence
is very readable and interesting, it is wide in topic discussion and gives many insights into
current problems. The book does not try to make a particular conclusion, instead it makes lots
of points which individually can be helpful for policy decision.”

Christopher Jopp, “Human Rights. I found this book quite riveting, even though it is a very long
time since I read it. What it does show is no matter how big, or small you are, respect for
humanity and rights are far more respectful than that of an old Roman general. Both India and
China in this book surley does prove that sometimes a Tortoise with democracy and a budget
smartphone can cause so much bother to a Goliath hare who preaches lies and commits
terrorism with space computers. The Goliath has threatened me with rape from a man, he has
also threatened my family and friends with harm. All because people are born as people. I
remember that both China and India in this book, were both competing with each other to grow.
Who ever become's the biggest out of you. Please try to remember that no matter how advance
you get, money, and science will never stop people being people, has the human race as been



for billions of years. Let the most democratic, and humanitarian country lead the other.”

Benno D. Hoffmann, “Michael Spence at his best!. Once more, Michael Spence not only proved
how well he understands macroeconomics but also showed how Nobel laureates should write
books that are as readable as to attract and inspire us illiterate ignorants.”

The book by Golden Lion Publications has a rating of 5 out of 4.0. 46 people have provided
feedback.
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