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Please read this before the online meeting.  

 

● We will discuss this during the first meeting of this class on Friday Jan 15th.  

● I recommend that while reading, take note of any questions that arise in 

your mind. 

● Some words and phrases have yellow highlights. Please note them 

especially. 

● This document is around 1,900 words long. 

● Nominal reading time: 30 minutes. 
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Prelude 

 

It is a remarkable fact that what we consider as normal, as the norm, has never 

never been the normal condition of humanity at all. Throughout all of human 

history, humans have lived a life that would be unimaginably alien to us. Precisely 

how alien that is and why we will come to presently. But let’s set the stage first. 

Human History 

 

How long is human history? A rough estimate is that anatomically modern 

humans, people essentially just like you and me, have been around for 250,000 

years.1 That’s an enormous span of time compared to the average human 

generation of roughly 25 years. 

 

Given those numbers, there have been around 10,000 generations of anatomically 

modern humans. Of those 10,000 generations, only three are currently alive. 

These three generations could be a teenager, his parents, and his grandparents; or 

a mature adult, his children and his parents. To a first approximation, then, all 

generations of humans are dead since 99.97 percent is pretty close to 100 percent.2 

Billions of People 

 

In the context of long history, we have to talk in terms of billions. It’s estimated 

that around a total 100 billion humans have ever been born, of which at present 

7.8 billion are currently alive.3 In the year 1800, the world population was 1 billion 

and in 2000, it reached 7 billion — a net increase of 6 billion in a mere 200 years. 

See figure 1.4 

1
 All numbers mentioned are approximations. The actual numbers may differ somewhat but that 

will not affect the validity of the arguments. 
2
 Approximations help us deal with numbers that are important for the argument but need not be 

precisely accurate for the argument to hold. Thus, we can say that 88.7 is, to a first approximation, 
89; and to a second approximation, it is 90. 
3
 The world population “was estimated to have reached 7.800 billion people as of March 2020. It 

took over 2 million years of human prehistory and history for the world's population to reach 1 

billion, and only 200 years more to reach 7 billion.” Wiki. 
4
 This graph is taken from OurWorldinData.org. There is a wealth of information there which helps 

us comprehend our world. 
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Figure 1. World Population over time 

 

Figure 1 shows that in 10,000 BCE (before the common era), or 12,000 year ago, 

the world population was just 4 million. The yearly increase in population was 

practically zero percent for thousands of years. Between the years 0 and 1700, 

world population increased from 190 million to 600 million; then it took off like a 

rocket. 

Transformation 

Certainly an astonishing increase in human population but there’s something 

much more extraordinary and remarkable. In the last 250 years or so, human life 

has been radically transformed from the way it was for the previous 250,000 years 

since anatomically modern humans appeared on earth. What happened, how did it 

happen and why are questions we explore here. 

 

What happened was we humans invented a mechanism for rapid wealth creation. 
Figure 2 plots the increase in wealth across time. 
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Figure 2. World GDP in 2011 prices. Source: Our World in Data. 

 

GDP, gross domestic product, is a measure of how much wealth (goods and 

services) is produced in a region over a specific period generally a year. GDP per 

capita — the total GDP of a region divided by its population — is a good although 

an imperfect proxy for the well-being and prosperity of the average person of a 

region. 

 

There are two facts we note in the two figures above. First, the extraordinary 

increase in world GDP, and the extraordinary increase in world population. For 

nearly all of human existence, there was barely any increase in wealth and in 

population. Then as recently as a couple of hundred years ago, both wealth 

production and population sky-rocketed. Notice that the two graphs are identical 

in shape, suggesting that they could be causally related.5  

5
 Remember that correlation is not causation. Two variables are causally related when one is 

the cause and the other is the effect. This is distinct from the situation when two variables are 

correlated. Correlation means they appear to vary together but that does not necessarily mean that 

they are causally related. For example, shoe size and general knowledge are correlated; but they are 

not causally related. Larger shoe size does not cause more general knowledge, nor does more 

general knowledge lead to bigger feet. There is a third variable — the age of the person. Both shoe 

size and general knowledge increase with the age of the person. 
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The Explosion in Wealth 

Did the increase in population lead to an increase in wealth production? Or did the 

increase in wealth production lead to population growth? Or are they involved in a 

positive feedback loop: an increase in wealth creation leading to an increase in 

population, which then leads to further increase in population, and so on? 

 

Second, simple arithmetic on the numbers in the two graphs tells us that per capita 

GDP exploded. In 2014, world GDP stood at $105 trillion6 when the world 

population was 7.3 billion.7 Therefore the 2014 per capita GDP for the whole world 

works out to be around $14,400 per year. 

 

Compare that to the year 1700 when the world GDP was $644 billion and the 

population was 600 million. The per capita GDP of the world in 1700 was 

therefore around $1,000. That’s a 14-fold increase in 300 years. 

 

Here are the summary facts. Between the year 1700 and 2014, world 

population increased by 6.6 billion; world GDP increased by over $104 

trillion; and GDP per capita went from $1,000 to over $14,000. How 

and why did that happen? 

 

There’s nothing special about the years 1700 and 2014 chosen for the numbers 

above. That was just an example to illustrate the point. We could have chosen any 

year in the past 250,000 years and compared that to any year in living memory — 

or even after 1800 — and found quite remarkable increase in the production of 

wealth and increase in population. 

 

We note in passing that we say “production of wealth.” Wealth, as we will see later, 

does not exist in nature. Wealth has to be produced and is only produced by us 

humans. 

Poverty is the Normal Condition of Humanity 

The fact is that for all of humanity’s existence, humans have been extremely poor, 

meaning that they did not produce sufficient wealth to be rich. Scholars have 

concluded with great certainty that indeed life was “solitary, poore, nasty, brutish, 

and short.”8 Something or some things happened and led to what has been called 

the “Great Enrichment.” 

6
 We will be using US$ as the standard metric for money, unless noted otherwise. 

7
 Source: Wiki on world population. 

8
 To quote the English philosopher Thomas Hobbes (1588 - 1679) from his book Leviathan (1651). 
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Economists have their ideas about what things happened to bring this about. One 

of their primary tasks is to explain how and why the world stopped being poor. 

Let’s add to that. We know that not everyone in the world is rich even today. There 

are millions of people in the world today who live in abject poverty of the kind that 

nearly all of our ancestors suffered.  

 

Poverty is, as we have noted above, the normal state of humanity over its entire 

existence since the beginning, and therefore hardly needs explaining. What needs 

to be explained is why and how some people were able to escape poverty. We who 

are engaged in this book are part of the great escape. 

Equality in Poverty 

The world used to be quite equal in the past. Everyone was, to a first 

approximation, dirt poor. Life expectancy was around 30 years for every part of the 

world. Everyone had little access to health care, to sanitation, to transportation, 

and everything else that we routinely take for granted these days. 

 

In the remote past — by which we mean before the agricultural revolution that 

happened about 10,000 years ago — people lived in small nomadic groups of about 

150 people and survived as hunter-gatherers. They had few possessions and very 

few tools. All they had was what they could carry by hand. Existence was 

hand-t0-mouth.  

 

Concepts such as the production of wealth and storing of wealth for later 

consumption were not relevant. The groups of people were self-sufficient which 

meant that they did not rely on other groups for survival. They did not produce 

anything and their consumption was limited to whatever they could hunt and 

gather. 

Agricultural Revolution 

That all changed with the advent of agriculture. They had to settle down because 

plants take time to grow. Agriculture is not consistent with a nomadic lifestyle.  

 

They had to rely on the cooperation of others to do all the variety of activities 

related to the planting, tending and harvesting of crops. They had to make the 

necessary tools. That led to specialization and division of labor. Different things 

required different skills. That meant that they had to exchange what they produced 

with others who produced other things. 
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A variety of occupations evolved. Some grew food, some made cloth, some other 

tools, and so on. And they traded among themselves. 

 

For our purposes here, the core concepts in the story of civilization are 

specialization, division of labor, and exchange. They have been around for 

millennia. It’s what has allowed the great escape from a life of unrelenting poverty, 

and the great enrichment that nearly all of us enjoy. 

The Great Escape 

“Nearly all of us” but not all have been able to escape the poverty that was the 

common lot. In the year 1820, around 90 percent of the world’s population lived 

on less than the equivalent of $2 a day, which is defined as extreme poverty. Only 

10 percent of the people had adequate income to not suffer extreme poverty. That 

changed dramatically over the last two centuries. Now less than 10 percent of 

humanity lives in extreme poverty. Figure 3 illustrates that change. 

 

 

Figure 3. The Great Escape. Source: OurWorldinData. 

 

It shows that in 1820, out of a world population of 1.08 billion people, 965 million 
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lived in extreme poverty. In 2015, out of a population of 7.35 billion, all but 733 

million had escaped extreme poverty. Experts estimate that there would be no 

poverty in the world by around 2035. 

 

It’s important to note the trend. Life has been getting better all along and for most 

of the people. More wealth is being created by an ever larger number of people. 

There’s a side-effect of this increase in wealth, and that is an increase in wealth and 

income inequality. 

 

That brings us to the question: what is wealth? 

Wealth 

A very broad definition would be that wealth is anything that we value, and since 

we value what is useful, wealth is whatever we find useful. And since what we find 

useful depends on the situation, what is considered wealth varies according to 

time, place and person.  

 

Note that wealth is purely a matter of value. And for something to be of value, 

there has to be some entity that evaluates. Therefore wealth only has meaning in 

the context of people. Absent people, there is no wealth.  

Wealth is Created 

Consider the fact that the total amount of stuff on earth has not changed for 

millions of years. Humans deliberately transform the materials that nature has 

provided and thereby create wealth. 

 

Consider a smartphone. The basic materials to make smartphones have existed on 

earth for billions of years: sand, metallic ores, minerals and petroleum. It took 

thousands of years of human ingenuity to figure out how to transform those 

materials into a magical device. 

 

Everything we humans make — the good things like jetliners and the bad things 

like nuclear bombs — is ultimately made from stuff that is found close to the 

surface of the earth. The recipe for making things is called technology. We humans 

develop discover recipes for transforming stuff into useful stuff. That’s what it 

means when we say that humans create wealth. 
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Nobody Knows 

Stop reading this for a few moments and notice all the things around you. I don’t 

know who you are but with near certainty I can bet that you have not made any of 

them, and indeed for the vast majority of the things around you, you don’t even 

have the foggiest idea of how they are made.9 

 

In fact I can make a stronger claim than that. I claim that no person on earth 

actually knows how to make practically any of them. So if no one knows how to 

make them, how do they get made? We’ll get to that in a bit. For now, let’s admit a 

simple fact which is that even though we cannot produce what we use or consume, 

we do use and consume them. 

Exchange 

Each of us consumes or uses a wide variety of goods and services such as food, 

clothing, shelter, health care, transportation, entertainment, education, ad 

infinitum, none of which we have produced. And each of us consumes very little of 

what we each produce. A computer programmer, for instance, has little personal 

use for the programs he codes. 

 

So what bridges the gap between an individual’s production and consumption? 

The answer is one word: exchange. We specialize in production and through 

exchange are able to consume a wide variety of stuff that we want but cannot 

produce. 

 

End of reading assignment for Session #1 

9
 There are minor exceptions to this. For example, if you are an amateur or professional carpenter, 

you know how to make furniture, and may have made the bookcase or the table. But those 

exceptions refer to simple objects. 
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