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The world is rich. Certainly, some parts of the world are richer than others, and many millions still
live in poverty. But the world is richer than it has ever been, and it continues to grow richer with each
passing day.

Don't believe us? Let’s compare income around the world today to some of the wealthiest countries
in the past. Figure 1 maps all of the countries with greater per capitai income in 2018 than the
wealthiest country in the world in 1900: the United States. The average income in much of the world is
now greater than the average income in the world’s richest country just over a century ago. The
startling level of modern wealth comes into even clearer focus when compared to the wealthiest country
in 1800: Great Britain. Almost every nation in the world, with some exceptions, mostly in sub-Saharan

Africa, has a greater average income than the world’s leading economy just two centuries ago.

E3 Richer Than the US Was in 1900
B Poorer Thay the US Was in 1900
[ No Data { =

Figure 1 Countries that were richer in 2018 (annual per capita income) than the US in 1900

Modern wealth of course extends well beyond average incomes. Even in many of the poorest parts of
the world, we have luxuries that our ancestors could have only dreamed of, Forget about smartphones
and flat-screen TVs—even our richest ancestors would have been jealous of our indoor plumbing,
electricity, vaccinations, low child mortality, and long life expectancy.

( A)

We are not heartless. There is still a tremendous amount of extreme poverty in the world, We
appreciate that the entire world is not actually “rich” by current or historical standards. But the fact of
the matter is that extreme poverty is in rapid decline. This decline began two centuries ago and it has
accelerated in recent decades. The trends are striking. Just two centuries ago, 94% of the world lived on
less than $2 a day (in 2016 prices), and 84% lived on less than $1 a day. By 2015, less than 10% of
the world lived on less than $1.90 a day, and that number continues to decline. To be clear, 10% of the
world is still a lot of people. But as the world continues to become richer, that number will decrease
even more,

It’s not just that there has been a reduction in absolute poverty as the world has grown wealthier.
More and more of the world has moved further from the edge of subsistence in the last century. Take,
for instance, the relatively arbitrary milestone of $10 per day in 2018 USD!. This is not much, $3,650
per year is hardly a king’s ransom. However, in most economies it is more than enough to afford the
basics of life (food, shelter, clothing, etc.). This is even more true in relatively poor countries, where
modest housing and food can be had cheaply.

How did the world become rich? Why are some so rich and others so poor? The answers are by no

means obvious, and they are the subject of much debate among economists, historians, and other



academics. This is reflective of just how important the questions are. To alleviate poverty, we must
understand wealth. We still do not have all the answers, but strides have been made toward answering
the question: “What do we know about how the world became rich?”

Throughout most of world history, a vast majority of the world’s population —well above 90% — was
poor. Whether your ancestors are from China, India, Africa, Europe, the Middle East, or elsewhere, the
odds are very high that most of them lived on little more than a few dollars a day. That is clearly no
longer the case. As stated earlier, the proportion of the world’s population living in extreme poverty has
dropped precipitously in the last two centuries. Most of us likely live in some level of comfort, and even
the poorest of us would be the envy of their ancestors. After all, they can read! How did the world get
to this point?

On the surface, the answer to this question is simple: the last two centuries have seen more
economic growth than the rest of human history combined. Economic growth refers to a sustained
increase in economic prosperity as measured by the total goods and services produced in the economy
(commonly referred to as gross domestic product, or GDP). We care about economic growth not because
it is an end in itself, but because it is the key to alleviating the type of poverty experienced by almost
everyone who lived prior to 1800, and that still plagues way too large of a share of the world’s
population today.

Our focus on economic growth does not mean that we don’t value other aspects of human
development. Leisure time, long life, good health, literacy, education, female empowerment, and rights
and protections for the vulnerable are all central to having a happy and fair society. That said, we
believe that all of these features are made possible by economic growth. It is no coincidence that the last
200 years have seen dramatic strides in those very aspects of human development. Even though there is
clearly a long way to go to achieve the type of society that most of us want, economic growth will be a
key part of the solution.

Economic growth on its own is not necessarily a panacea. It can be accompanied by environmental
degradation, increased inequality, or worsening health outcomes. For instance, air quality declined and
life expectancy fell during the British Industrial Revolution. Today, issues such as climate change and
social polarization are among the most important challenges that policy-makers face. The point that
deserves emphasis here is that economic growth makes available the resources and the new technologies
needed to tackle these important challenges. Of course, humanity actually needs to employ these
resources to address these challenges. But in the absence of economic growth, we may not have such an
opportunity.

It is a mistake to think that we necessarily have to choose between economic growth and other
values (such as preserving the environment). For example, a more unstable climate poses potentially
catastrophic risks to our society. Yet, we've seen in recent years that measures to reduce carbon
emissions can be accompanied by economic growth. The UK, for example, saw carbon emissions fall by
38% between 1990 and 2017, from 600 million tonnes to 367 million tonnes. Meanwhile, total GDP
(adjusted for inflation) increased by over 60% in the same period.

Nor do we necessarily have to choose between economic growth and a fairer society. In fact, a lack
of economic growth has serious moral downsides. Historically, it is in stagnant or declining economies
that one observes the worst episodes of violence, intolerance, and political polarization. On the other
hand, social mobility and greater equality of opportunity are much more likely in an economy that is
growing. As Benjamin Friedman puts it, stagnant economies “do not breed support for economic mobility,
or for openness of opportunity more generally.”

So, how has the world economy grown over time? Figure 2 gives some rough estimates of per capita
GDP in the world’s most populous regions since the birth of Christ. While these numbers are admittedly
speculative —and likely more volatile prior to the 18th century than the figure suggests—the pattern is
clear and uncontroversial. Prior to the 19th century, the wealthiest region in the world never reached
more than $4 a day average (in 2011 USD). Throughout most of world history, $2-3 a day was the



norm. Yes, there were fabulously wealthy people, and these societies produced some of the greatest art,
architecture, and literature the world has known (pursuits not generally associated with people on the
brink of starvation). These artists and authors are the people from the past you may be the most
familiar with, since they are the ones who generally fill our history books. But this was not the lot of
almost the entirety of humanity prior to the 19th century. The fact is that most people who ever lived -
at least, prior to the 20th century—lived in conditions very similar to those of the very poorest in the
world today. The economic growth of the last two centuries has alleviated a vast majority of this poverty,

although the job is clearly not finished.
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Figure 2 Yearly per capital income for selected regions, 1 CE — present

To be clear, there were spurts of economic improvement here and there in the past. Jack Goldstone
calls these “growth efflorescences.” One such period of economic improvement occurred in classical Greece,
where there was both population growth and an increase in living standards as measured by the size
and quality of homes. Other episodes were due to political pacification, such as the “Pax Islamica” over
large parts of the Middle East, North Africa, and the Iberian Peninsula in the centuries following the
spread of Islam. The “Islamic Peace” permitted higher levels of trade and the spread of agricultural
techniques and crops. The “Pax Mongolica,” which allowed parts of Asia to thrive in the wake of the
Mongol devastations, had similar effects.

Another cause of temporary economic improvement was widespread death through disease. While
plagues were undoubtedly awful for the people who lived through them—in the 14th century, the Black
Death killed between a third and a half of Europe’s population and probably a similar amount in the
Middle East—they did mean that there were fewer mouths to feed. Per capita income tended to rise for
at least a few generations in the wake of these events. The most important cause of economic
improvement, however, was technological change. New varieties of disease-resistant grains, new
agricultural techniques that improved soil quality or irrigation, and improvements to the plow are all
examples of new technologies that allowed more people to be fed with less labor. Yet, prior to the 18th
century, all spurts of economic improvement were temporary.

What matters in the long run is whether economic growth is ( B ), which refers to the
continuous ( C ) growth rates that have been experienced by countries like the US and the UK since

— 12—



the middle of the 19th century. What is unique about developed countries today is not that they have
experienced a rapid acceleration of economic growth. Many countries that are poor today have
experienced ( D ) growth accelerations in the past as well. What distinguishes rich countries is that
they have not experienced ( E ) growth. For instance, US GDP has grown fairly constantly since 1870.
Even the Great Depression only had a temporary impact on economic growth., The point is that prior to
the first few decades of the 19th century, the continuous economic growth experienced by the UK, the
US, and other developed economies in the past two centuries was all but unheard of. What was more
common was periods of growth offset by periods of contraction, like that experienced by Venezuela
between 2011 and 2021. Stephen Broadberry and John Wallis call this “shrinkage.” From this perspective,
the main difference between rich and poor countries is not that rich countries grow fast during their
periods of growth. Rich countries are those that have experienced fewer periods in which the economy
has gotten smaller.

Sustained economic growth has been accompanied by a dramatic reorganization of society and
production. This is what we refer to as economic development. By this we mean a fundamental and
transformative restructuring of the economy associated with urbanization and the growth of non-
agricultural sectors of the economy such as manufacturing and the service sector. This process of
development was also associated with the emergence of new ways of organizing economic activity:
factories, corporations, and stock markets. In contrast, before 1800, the majority of the population lived
in the countryside and worked on the land. Sure, there was some variation in urbanization and the
prominence of manufacturing or service sectors. In Italy between 0 and 200 CE, urbanization may have
been as high as 30%. Iron production soared in Song China. Commerce and long-distance trade were
important parts of the economy of late medieval Venice, Bruges, and Antwerp. Nonetheless, the structure
of all of these societies was vastly simpler than that of almost any modern economy.

In the developed world, the structure of the economy is different. Importantly, agriculture has shrunk
both as a proportion of the total economy and, even more dramatically, as a source of employment.
Today, only 1.3% of the labor force works on the farm in the US. In the UK, the number is smaller still
(just 1%). Alongside this structural shift, there has been a transformation in organizational complexity.
This is most notably seen in the rise of long-lived organizations independent of the state such as
corporations. These are all hallmarks of a developed economy.

You might wonder: how do we know how poor people were in the past? No country had an office of
national statistics collecting information and compiling GDP estimates until the mid-20th century. Instead,
social scientists and historians have had to reconstruct the past. The first exercise of this kind was the
pioneering work of Angus Maddison. He spent decades creating high-quality estimates of per capita GDP
back to 1820. Maddison also produced a set of highly influential estimates for earlier periods, including
estimates of per capita income at the regional level for the Roman Empire. But these estimates were of
much more questionable veracity, More recent work, including the Maddison project and the work of
numerous scholars has produced updated estimates of per capita GDP that are on a much firmer footing.

But GDP estimates are far from the only source of information we have on past economies. Since
the 19th century, economic historians have been collecting information on wages and prices in order to
produce estimates of how much an unskilled worker would have been able to purchase in the past.
Owing to the work of Robert Allen and others, there now exist comprehensive estimates of the
purchasing power of workers for a host of European and Asian cities. Allen’s method is based on the
construction of a consumption basket for a representative worker. These baskets are constructed by
consulting numerous diaries and the budgets of poor houses and orphanages. A benefit of constructing
consumption baskets is that it allows us to compare living standards across time and space, while
remaining cognizant that people’s preferences were different in different regions at different times. Living
standards can be calculated as the ratio of yearly wages to the cost of a consumption basket (total cost
of food). Whereas rice would have made up a large portion of the Fast Asian diet, grains or bread

would take its place in Western Europe.



There are other measures we can use to assess living standards in the past. One common measure
is height. Economic historians have put together estimates of heights for many countries across many
centuries. Height is determined by several factors, including genetic endowments. Height is also
influenced by in vitro conditions and the nutrition available to the mother during pregnancy and as a
child. We cbserve a strong positive relationship between gains in height and per capita GDP in the past
200 years. People in the past were short. The mean height of an 18 year old in the English army
between 1763 and 1767 was 160.76 cm. The increase in average height partly reflects the improvements
in nutritional standards achieved since the onset of modern economic growth.

A final measure of the standard of living is ( F ). Modern economic growth is associated with
large increases in ( F ). This matters for two reasons. First, increased ( F ) represents a
significant component of the additional welfare brought about by economic growth. Second, increased
( F ) is a possible cause of economic development itself. An increase in ( F ) increases the value
of investment in human capital, the term economists use to encompass education and other investments
in an individual’s productive capacity.

The answer to the question “How did the world become rich?” must explain where, when, and how
human societies were able to achieve sustained economic growth. The where and the when we know the
answer to: ( G ). All of the metrics we discussed above agree on this point. It is the third question—

how did the escape from stagnation happen—that is so vexing,

({3  Koyama, Mark, and Jared Rubin. 2022, How the World Became Rich: The Historical Origins
of Economic Growth (Cambridge: Polity Press). R/ OEE T, —EEK L. T/ —WRELE 2 /-
EZAENH D)

iper capita: Ad— A7) o
HUSD: 7AU M Fv



1 AXho (A ) OEFCALUTO 5202V T, AT L L TRk bBE %2 b OIE~EL, 3F
HESHEBELAL R, ZNZEIERE (a) ~ (e) OHFPL 12T 0, v—IVHERAKIZI—7 ¥ L,
(a) But you would also live in a drafty, uncomfortable castle, and you would likely have multiple

children die in infancy.

(b) If you didn’t die young on the battlefield, odds are you would die of some now-curable disease
such as dysentery (which killed English kings John and Henry V), smallpox (which killed
French king Louis XV and English queen Mary II), or plague.

(¢) Of course, you would have servants, and you’d have the social and political benefits that come
with being a member of the upper crust.

(d) Some of us might trade our current lot for that of the baron, but with these risks, many of us
would not.

(e) Think about it: would you trade your current life for the life of a wealthy English baron in, say,
12007

2 RNIES LAbeT, #HROALND S bHREOERDIREEIZDH b A4 OEIEOEAL (182047 52015 HF
T) ART7I 7L LCRLEN OO (a) ~ () Oh»2s 1 0B, v—7HERKICY—7 4L, &
B75 7 OHMIEEOEREOHE, MIHIEAZRL TV D,

(a) (h)
100% 100%
0% 0%
18204 20154F 18204F 2015%F
(e) (d)
100% 100%
0% 0%
18204 20154F 18204F 20154
(e) (f)
100% 100%
0% 0%
18204 20154 18204 20154



3 AxHo (B )( C )( D )( E )ICAPb0LLTRIBYRMAADEZEIRE (a) ~

DpH 1 ORY, v—IHBERKIIY— /2 L,

( B ) sustained - ( C ) negative - ( D ) temporary - ( E ) positive
( B ) sustained - ( C ) positive - ( D ) temporary - ( E ) negative
( B ) sustained - ( C ) positive - ( D ) temporary - ( E ) positive

( B ) temporary - ( C ) negative - ( D ) sustained - ( E ) negative
( B ) temporary - ( C ) negative - ( D ) sustained - ( E ) positive
( B ) temporary - ( C ) positive - ( D ) sustained - ( E ) negative

4 KAXOWNEZRTIOE LT, RLEWRLIOZERE (a) ~ (e) OPhH 10O, v— 7 BEREIC
7‘—7“&J:0

(a)

(b)

(¢)

(d)

By most measurements, the wealth of the world grew slowly in the past, but it has expanded
dramatically in the last few decades, with sharp differences between countries resulting from
periods of growth or stagnation.

Despite improvements in the overall world economy, many people still live in poverty. Nutrition
and overall health have improved, but a lack of sustained positive growth has created sharp
differences in consumption.

If you lived long ago, you would probably die young, but health conditions are much better now
because of a reduction in poverty. In the last few years alone, resources made available by
economic growth have increased wealth all over the world.

Improvements in the structure of the world economy have brought positive changes to people
around the world, especially mobility and openness of opportunity, resulting in a general
increase in wealth,

Most of the world is rich now, and economic growth is the key to improving the everyone’s lives.
People live longer, there is less chance of getting sick and fewer people have to engage in

manufacturing to survive,
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5 UToRE, 5 350E (AR, BE., CH) KB 2ERMHEE ATy POXER (H0) — - "—2)
OWREFZENCBIT L FNFNOEENEE (BAL: FV) 2RL2bDTH L, — AN ) OEMIBEEFTED,
ABED7500 Fov, BEDE000 KV, CEAG000 KV THoHE Lick &, FEOAEKELBEWIE) 2 5IEEFIOR
L2bobk LTROGENZDOEEINE (a) ~ (f) ofbdd 1 0B, v—IBERFIcY—78X,

Calories and Prices for Food Consumption Baskets (per capita per year)

Calories Price (dollar per calorie)

CountryA CountryB CountryC CountryA CountryB CountryC

Bread 1,400 1.5

Beans (excluding soybeans) 15 160 160 0.3 0.5 1.1
Meat 175 180 3.2 2.5
Butter 205 6.5

Soybeans 550 k 10

Rice 1,100 1,350 2 1.5
Barley and wheat 90 5 0.2 0.1
Fish 10 5 0.5 0.1
Buckwheat and others 150 5 0.5 0.1
Edible oil 25 235 0.1 0.5

AE, BE, CH
A, CH, BHE
BE., AE. CH
B, CH. AH
CH. AH. BH
CEL. BH, AH

oo

P N T S
=PI ]
N N N’ S

- 0
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6 UTiE, 242 WE., XE, YE. ZEH) O0ITZtEBERICBIA2HH{LOREL FHEREOMRBEY R L
RTST7THD, =By 777 OWMIEENENOEDO THELRINC S 72 2 204EMOEHLROZLE, Hitiid
ZOHOVHHEEOENEZRL TV D, KLOFRLWEHEL T, ZOF75 7OFRE LTRL B b 0% 38
W (a) ~ (f) OoF»rs 10RY, v—VBERAKICY—2 ¥ L,

2.5

2 71 —(1870~18904%)

1.5

1 B —XE—-(1850—-87045E)

0.5

0
5 1 ¢ 11 18 15 17 19 21 23 25

-0.5

-1

-1.5 @—V-FE—(1840—18604F)

-2 ©—WE—(1800—1-82045)

-2.5

(a) LEfLZSELEHLEEFHIROLERZ L5 L,

(b) 1860ELIRTIC LA D IE T o - E Tt FHFEET L,

(¢) #HLPABICEAZE TR, PEFRICADEENA LN,

(d) #HLIEIBRREACLY . FHHFES LR L

(e) #HALIZ L A2 FHEROETIEAIEMC L2 b D,

(f) #HLEOENMEDI0RS ¥ + 2 Tl 2ETIE, FHFERT L.

7 AXHD (F ) ICARb0LLTHRLENLRbORERK (a) ~ (f) Ofhb 1 OB, v— VL
Biflcv—2r ¥ X,

(a) crime rate

(b) inequality

(¢) leisure time

(d) life expectancy

(e) political polarization

(f)

social mobility

8 AXHFD (G ) WAL LOL L TRLEYZEY, RREEAROOBEMI0FLUADARETER
iO
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I How is the freedom of individuals connected to a society’s fairness? Provide a
concrete example and one reason that supports your argument. You must write
your answer in English in the provided box on your written answer sheet. (ECihfi%

EREQ) (15:)

[END OF TEST]
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