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  The Wealth and Poverty of Nations, David Landes (1999) 
 
 Religious groups that prescribed washing--the Jews, 
the Muslims—had lower disease and death rates. The world is 
now divided among 3 kinds o nations: those who spend to keep 
their weight down; those who eat to live; and those who don’t 
know where the next meal is coming from. Wealth is an irresist-
ible magnet and poverty is a potentially raging contaminant: it 
cannot be segregated, and our peace and prosperity depend in 
the long run on the well-being of others.  
 No subject or discipline can be less racist than geogra-
phy. Yet, on the map of the world in terms of GDP, the rich 
countries lie in the temperate zones, particularly the northern 
hemisphere; the poor countries, in the tropics and semitropics. 
The discomfort of heat exceeds that of cold. 3 quarters of the 
energy released by working muscles take the form of heat. In 
warm lands particularly, women toil in the fields and tend to 
housework, while the men specialize in warfare and hunting; or 
in modern society, in coffee, cards, and motor vehicles. The aim 
is to shift the work and pain to those unable to say no.  
 In America, air conditioning made possible the eco-
nomic prosperity of the new South. But air cooling is a costly 
technology, not affordable by most of the world’s poor. Winter, 
in spite of what poets may say, is the great friend of humanity: 
the white killer is a slayer of insects and parasites, cleanser of 
pests. Even today, with powerful drugs available, the density of 
insects makes large areas of tropical Africa uninhabitable by 
cattle and hostile to humans. In the past, before modern medi-
cine, the entire economy was distorted by this scourge: animal 
husbandry and transport were impossible, 
 All of these factors discouraged intertribal commerce 
and communication and made urban life, with its dependence on 
food from outside, just about unviable. Not until the 2nd half of 
the 19th century did the germ theory of disease lay the basis for 
directed research and effective prevention and treatment. So, the 
French in Algeria, appalled by losses to illness, undertook sys-
tematic drainage of swamps to get rid of bad air (malaria). Mili-
tary deaths from malaria fell by 61% from the 1830s to the 
1860s. Mortality and morbidity are statistically contradictory. 
Antibiotics, inoculations, and vaccinations save people, but of-
ten to live sickly lives.  
 Urbanization in Africa today, often chaotic, rests 
heavily on food imports from abroad. It is no accident that set-
tlement and civilization followed rivers, which bring down wa-
ter from catchment areas, and with an annual deposit of fertile 
soil: the Nile, Indus, Tigris and Euphrates. Drought in the Volta 
basin comes at the hottest and windiest time of year, and loss of 
water to evaporation is discouragingly high.  
 In countries like India, Pakistan, Indonesia, Nigeria and 
Ghana I have always felt enervated by the slightest physical or 
mental exertion, whereas in the UK, France, Germany or the US 
I have always felt reinforced and stimulated by the temperate 
climate, not only during long stays, but even during brief trav-
els. And I know that all tropical people visiting temperate coun-
tries have had a similar experience. This spectacular difference 
in working energy and efficiency could not be due to different 
levels of nutrition.  
 

 
 Even in winter, West European temperatures are kind. 
The mean temperature in coastal Norway exceeds that in Ver-
mont or Ohio, some 20 degrees closer to the equator. As a re-
sult, Europeans were able to grow crops year-round. They were 
assisted by a relatively even rainfall pattern—rarely torrential. 
This dependable and equable water supply made for a different 
pattern of social and political organization from that prevailing 
in riverine civilizations where centralized government appeared 
early, because the master of food was the master of people.  
 This privileged European climate was the gift of the 
large warm current that we know as the Gulf Stream, rising in 
tropical waters off Africa, working its way westward across the 
Atlantic and through the Caribbean, then recrossing the Atlantic 
in a generally northeast direction. The shape taken by South 
America (as tectonic continental plates parted) and the Ameri-
cas, specifically the great eastward bulge of Brazil, splits the 
south equatorial current and sends roughly half of it forward to 
join its northern counterpart, producing a huge warm-water 
mass that washes finally against the coasts of Ireland and Nor-
way.  
 Europe was slow to develop, thousands of years after 
Egypt and Sumer because of geography and its hardwood for-
ests. The Mongol and Tarter could move easily across their 
empty inland sea, striking fast and hard against the sedentary 
populations round. The European horse, carrying an armored 
warrior, amounted to a living tank, irresistible in charges, un-
beatable in set combat.  
 The horse is more powerful than the ox, that is it 
moves faster and does more work in less time. European herds 
were typically large and yielded lots of animal fertilizer. This 
enabled more intensive cultivation and larger crops, which gave 
more feed, and so on in an upward spiral.  
 Floods and droughts are the global norm. In China and 
India, repair and replenishment of irrigation systems were that 
much more urgent. The demand for labor in the rainy season 
and the big yields of wet cultivation promoted high densities of 
population—30X that of Africa per unit of arable, 40X that of 
Europe, 100X that of America. The riverine civilizations max-
imized population. Peasant throngs tempted Asian rulers to un-
dertake ostentatious projects based on forced labor, with aston-
ishing contrasts between overweening wealth and grinding pov-
erty. China’s long-standing (until recently) reproductive strategy 
was early, universal marriage and lots of children. Their chiefs 
saw the link between numbers, food, and power. By the 13th 
century China had the most sophisticated agriculture in the 
world. It was very hard for sparsely distributed, less organized, 
and technically less advanced groups to keep the Chinese out. 
 Norsemen or Vikings were marine bandits, whose light 
boats could handle the roughest seas and yet sail up shallow 
rivers to raid and pillage far inland. struck the Atlantic coasts 
and into the Mediterranean. They knew where the plunder lay 
and headed straight for churches and castles. Europeans learned 
to counter these thrusts without the help of their leaders, who 
made deals with the invaders on the backs of their peasants. 
Instead of trying to keep the Norsemen out, the villagers let 
them in, trapped them, and fell on them from all sides.  
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 The Hungarian horsemen, too swift to deal with when 
they came in, were slow going out with their plunder. A few 
ambushes of the overloaded trains convinced them that there 
must be better ways to make a living—i.e., as military escorts 
for mule and wagon trains (caravans). A mix of threat and re-
ward succeeded in persuading rogues and pirates that more was 
to be gained by being landlords and shearing sheep at home than 
by being warlords and killing sheep abroad.  
 Growth and development call for enterprise, and enter-
prise is not to be taken for granted. The Middle Ages were the 
bridge between the ancient world of Greece and Rome and a 
modern Europe north of the Alps and Pyrenees. A new society 
was born, very different from what had gone before, and took a 
path that set it decisively apart form other civilizations. Europe 
had always thought of itself as different from the societies to the 
east.  
 Today we recognize that contingency of ownership 
stifles enterprise and stunts development. In the words of Burke, 
“a law against property is a law against industry.” The very no-
tion of economic development was a Western invention. Aristo-
cratic (despotic) empires were characteristically squeeze opera-
tions. The Greeks succumbed to despotism. The Romans went 
the same way, sliding into tyrannical autocracy. The classical 
Mediterranean world came to resemble politically the civiliza-
tions to the east—a powerful and small elite surrounded by cli-
ents, servants, and slaves, headed by an autocrat. 
 Property rights had to be rediscovered and reasserted 
after the fall of Rome. The medieval world was transitional, an 
amalgam of classical legacy, Germanic trial laws and customs, 
and what we now call the Judeo-Christian tradition. All of these 
provided support for institutions of private property. Power de-
rives in principle from freely consented allegiance of the group. 
But old customs died hard: the ruler, even when designated by 
birth, was nominally elected. Private property was what could 
be held and defended. The principle never died: property was a 
right that went back to biblical times and was transmitted and 
transformed by Christian teaching.  
 This teaching, which set the Israelites apart from any of 
the kingdoms around tended to get lost in Christianity when that 
community of faith became a church. The Church early decided 
that only qualified people, certain clerics for example, should 
know the Bible. It was not until the appearance of such heretical 
sects as the Waldensians (1175), Lollards (1376), Lutherans 
(1519ff), and Calvinists (mid-16th century), with their emphasis 
on personal religion and the translation of the Bible into the 
vernacular, that this Judaic-Christian tradition entered explicitly 
into the European political consciousness by way of reminding 
rulers that they held their wealth and power of God, and then on 
condition of good behavior. An inconvenient doctrine. Earthly 
rulers were not free to do as they pleased. Even the Church 
could not flout rights and take at will. All of this made Europe 
very different from civilization around it.  
 Despotism abounded in Europe, too, but they were 
mitigated by law, territorial partition, and within states by the 
division of power. Fragmentation gave rise to competition, and 

competition favored good care of good subjects. Treat them 
badly, and they might go elsewhere. The contest for power in 
European societies gave rise to the specifically European phe-
nomenon of the semi-autonomous city, organized and known as 
commune. Nothing like it appeared outside western Europe.   
 Communes were government of the merchants, by the 
merchants, and for the merchants. This meant everything in a 
hierarchical agrarian society that held most of the population in 
thrall. It made the cities gateways to freedom, holes in the tissue 
of bondage that covered the countryside. Cities became poles of 
attraction, places of refuge, nodes of exchange with the country-
side. Migration to cities improved the income and status not 
only of the migrants, but of those left behind. (But not their 
health. The cities were dirty, crowded, and lent themselves to 
easy contagion, so that only immigration sustained their num-
bers and enabled them to grow). Where cities and towns were 
few and unfree, as in eastern Europe, serfdom persisted and 
worsened.  
 Rulers granted rights to rustics and townsmen for new 
land, new crops, and trade. Markets brought revenue which 
brought power. Also, free farmers and townsmen were the natu-
ral enemies of the landed aristocracy and often supported the 
crown and other great lords in the struggles with local lords. 
European rulers and enterprising lords who sought to grow rev-
enues in this manner had to attract participants by the grant of 
franchises, freedoms, and privileges—in sort, by making deals. 
They had to persuade them to come. These exemptions from 
material burdens and grants of economic privilege, moreover, 
often led to political concessions and self-government. 
 Europe’s great good fortune lay in the fall of Rome and 
the weakness and division that ensued. One other fissure helped: 
the split between secular and religious. Where religion was in 
principle supreme and the ideal government that of the holy 
men, Christianity, craving imperial tolerance, early made the 
distinction between God and Caesar. Nothing is so unstable as a 
dual supremacy; something’s got to give. In the end, it was the 
Church, and this meant yielding to Caesar what was Caesar’s 
and then a good part of what was God’s. The Church succeeded 
in asserting itself politically in some countries, notably those of 
southern Europe. Freedom found expression later in the 
Protestant Reformation, but even before, Europe was spared the 
thought control that proved a curse in Islam.  
 It was the wholeness and maturity in inherited canon 
and ethic, the sense of completeness and superiority, that made 
China so hostile to outside knowledge and ways, even where 
useful. Europe’s fragmentation made it safe from single-stroke 
conquest. Part of the brittleness of empires derived from their 
exploitive, surplus-sucking character and the indifference of 
subjects to the identity of their rulers.  
 Time and money were on the side of order. So was the 
diversion of brawlers to external frontiers (cf. the Crusades). 
There ensued a long period of population increase and economic 
growth, up to the middle of the 14th century, when Europeans 
were smitten by th plague (the “Black Death”) in its bubonic 
and pneumonic forms and a third or more died. The 150 years 
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that followed were a period of rebuilding. These centuries saw 
the further expansion of a civilization that now found itself 
stronger than its neighbors, and the beginnings of exploration 
and conquest overseas. Invention of agriculture and domestica-
tion of livestock enormously augmented the energy available for 
work. (All economic industrial revolutions have at their core an 
enhancement of the supply of energy, because they feed and 
change all aspects of human activity).  
 The wheeled plow turning heavy soil called for animals 
to match. The large dray horses were more powerful if not 
stronger than the ox. Agricultural work has peaks of activity at 
sowing and harvest. Strong, quick animals could make all the 
difference and cultivators pooled resources to get the right live-
stock. A shift from a 2-field (1/2 left fallow every year) to a 3-
field system of crop rotation (winter grain, spring, grain, and 1/3 
fallow) yielded a gain of half in productivity. Given the charac-
ter of land distribution and collective use of draft animals, this 
critical change called for strong communal leadership and coop-
eration, made easier by example and results. These centuries 
saw a great effort to increase arable, whether by forest clearing 
or reclamation of land from water by diking, drainage, and 
pumping.  
 The urban setting made it necessary to ration space and 
time. An inevitable consequence of active trade was selection 
by merit. Here was the beginning of “putting-out” (subcontract-
ing) and division of labor, with substantial gains in productivity. 
The one country where putting-out had a free field was England. 
Local political autonomies made it hard for the monarch to sus-
tain corporate (guild) clams to monopoly. By the 16th century a 
country that had once been largely an exporter of primary prod-
ucts, including raw wool, was becoming the premier manufac-
turing nation of Europe. The economic expansion of medieval 
Europe was thus promoted by a succession of organization in-
novations and adaptations, most of them initiated from below 
and diffused by example. A whole new array of commercial 
instruments came into use—all from the mercantile community. 
It was the world of Adam Smith already taking shape 500 years 
before his time.  
 Smith pointed out that division of labor and widening 
of the market encourage technological innovation. This in fact is 
what happened in the Europe of the Middle Ages—one of the 
most inventive societies that history had known. The water 
wheel multiplied easily in a region of wide rainfall and ubiqui-
tous watercourses. The improvement of accessory devices—
cranks, toothed gears—made it possible to use power at a dis-
tance, change its direction, convert it from rotary to reciprocat-
ing motion, and apply it to an increasing variety of tasks. 
 Eyeglasses more than doubled the working life of 
skilled craftsmen. They also made it possible to do fine work 
and use fine instruments. But also, the converse: eyeglasses 
encouraged the invention of fine instruments. Europeans went 
on to invent gages, micrometers, fine wheel cutters—a battery 
of tools linked to precision measurement and control. They 
thereby laid the basis for articulated machines with fitted parts. 
Europe was already moving toward replication—batch and then 

mass production. Both telescope and microscope were invented 
around 1600 and spread quickly.  
 Mechanical clocks were used in the Church first with 
an alarm arrangement to wake clerics before dawn. Then the 
new cities and towns had to know and order time in order to 
organize collective activity and ration space. With urban growth 
and the multiplication of time signals, discrepancy brought dis-
cord and strife. Society needed a more dependable instrument of 
time measurement and found it in the mechanical clock. Public 
clocks installed in the towers and belfries of town halls and 
market squares became the very symbol of a new, secular mu-
nicipal authority. At every stage, clockmakers led the way to 
accuracy and precision: masters of miniaturization, detectors 
and correctors of error, searchers for new and better. They re-
mained the pioneers of mechanical engineering—examples and 
teachers to other branches. Finally, the clock brought order and 
control, both collective and personal. People could now coordi-
nate comings and goings without dictation from above. The 
very notion of productivity is a by-produce of the clock. In-
crease in the wealth of nations derives directly from improve-
ment of the productive powers of labor.  
 The mechanical clock remained a European (Western) 
monopoly for some 300 years. None could make them to Euro-
pean standards. Without a basis in popular consumption or a 
clock trade, Chinese timekeeping regressed and stagnated. Be-
cause they were reluctant to acknowledge European technologi-
cal superiority, they sought to trivialize clocks as toys. Big mis-
take. Muslims never used clocks or watches to create a public 
sense of time other than as a call to prayer.  
 Printing was invented in China, which also invented 
paper, but ideographic (picture) writing works against literacy. 
Much publication depended on government initiative, and the 
Confucian mandarinate discouraged dissent and new ideas. In-
terest in the written word grew rapidly in the Middle Ages, es-
pecially after bureaucracy and the rise of towns increased de-
mand for records and documents. When Gutenberg published 
his Bible in 1452, the first Western book printed by movable 
type, he brought the new technique to a society that had already 
vastly increased its output of writing and was fairly panting af-
ter it. Muslim countries long remained opposed, largely on reli-
gious grounds: the idea of a printed Koran was unacceptable. In 
Europe, on the other hand, no one could put a lid on the new 
technology. Political authority was too fragmented.   
 Gunpowder. Europeans probably got this from the 
Chinese in the early 14th century, who used it in powder form. 
This got a weak reaction because the fine-grain slowed ignition. 
The European learned in the 17th century to “corn” their power, 
making it in the form of small kernels, or pebbles. They got 
more rapid ignition, and by mixing the ingredients more thor-
oughly, more complete and powerful explosion. This focus on 
delivery, when combined with experience in bell founding, gave 
Europe the world’s best cannon and military supremacy. Other 
societies were falling behind Europe even before the opening of 
the world in the 15th century.  
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 From 750 to 1100, Islamic science and technology far 
surpassed those of Europe. Then Islamic science, denounced as 
heresy by religious zealots, bent under theological pressure for 
spiritual conformity. Islam does not, as Christianity does, sepa-
rate the religious from the secular. Witness the long list of Chi-
nese inventions: wheelbarrow, stirrup, rigid horse collar (to pre-
vent choking), compass, paper, printing, gunpowder, porcelain. 
Chinese industrial history offers examples of technological 
oblivion and regression. Almost every element usually regarded 
by historians as a major contributory cause to the industrial rev-
olution in north-western Europe was also present in China. Chi-
na’s absence of a free market and institutionalized property 
rights and the larger vales of society stopped their progression. 
Gender relations were also a major obstacle: the quasi-
confinement of women to the home made it impossible to ex-
ploit textile machinery profitably in a factory setting.  
 Their abortive technology is part of a large pattern of 
totalitarian control. No private initiative or expression of public 
life can escape official control or the array of state monopolies 
and monopoly of letters, clothing, public and private construc-
tion (dimension of houses), colors one wears, music, festivals—
a regime of paper work and harassment. Any innovation is sus-
pect, any initiative that is not commanded and sanctioned in 
advance. In short, no one was trying.  
 The Europeans knew much less of these interferences. 
Changes were cumulative; novelty spread fast. This intoxicating 
sense of freedom touched (infected) all domains. The desire to 
free clerics from time-consuming earthly tasks led to the intro-
duction and diffusion of power machinery and the hiring of lay 
brothers to do the dirty work. This gave rise on monastic estates 
to powered machinery to make the most of the waterpower 
available and distribute it through a series of industrial opera-
tions.  
 This cultivation of invention derived from the Judeo-
Christian respect for manual labor, subordination of nature to 
man and a sense of linear time (progressive or regressive, mov-
ing on to better things or declining from some earlier happier 
state). Enterprise was free in Europe. Innovation worked and 
paid, and rulers and vested interests were limited in their ability 
to prevent or discourage innovation.  
 The Columbian discovery Europeanized a world pro-
cess of encounter and exchange. Europe initiated the process, 
responded to the discovery, and set the agenda for further de-
velopments.  It held a decisive advantage in the power to kill. It 
could deliver its weapons wherever ships could take them; and 
thanks to new navigation techniques, European ships could now 
go anywhere.   
 3 factors cannot coexist: 1) a marked disparity of pow-
er; 2) private access to the instruments of power; and 3) equality 
of groups or nations. That is why imperialism (the domination 
by one group of another) has always been with us. Only a delib-
erate decision by political authority can thwart this impulse. No 
central authority existed in medieval Europe to make such a 
decision. On the contrary, competing sovereignties gave ample 
opportunity for private initiative in war, and personal ties passed 

to the attack from the 11th century on. This was a bellicose soci-
ety.  
 The Crusades’ idealistic goal provided the cover for 
arrant thuggery and cupidity. Christian kingdoms had increasing 
success against a multitude of jealous successor sheikhdoms.  In 
the end, civilization succumbed and ferocity triumphed. War 
has a way of legitimating its cause and celebrating its conquests. 
The pattern of the “noble” quest was that of the traditional feu-
dal “business” enterprise. The choice of targets was not random. 
These brigands began with the closest places, the most accessi-
ble. An economist would say: low cost of entry. These targets, 
moreover, were held by infidels, and this sanctified the venture.  
Gold, spices, and fabulous silks were held ransom by Muslim 
traders. Could a way be found to bypass these infidel middle-
men, one might grow rich in the service of God. Rumor and 
legend told of great wonders.  
 Most people understood that the world was round and 
that one could in theory go east by sailing west. But the Atlantic 
was a terrifying ocean for those used to the waters of the inland 
sea (the Mediterranean). Sugar is powerfully addictive. It cost a 
great deal at first and was limited to pharmaceutical uses. But 
this was not the first time that medicinal substance came to ap-
peal to the healthy as well as the sick. It was becoming a neces-
sity, spreading from the top of the social hierarchy on down.  
 The crusaders found when they captured such Mediter-
ranean islands as Cyprus and the Arab sugar industry which ran 
on slave labor, most of it brought in from East Africa. But this 
regime could not easily be installed in Christian Europe. Slavery 
had long since given way to serfdom, in part because Christians 
were not supposed to be held as slaves. The institution of black 
slavery never took hold in Europe. If Europeans were going to 
use black slaves for field work, they wanted it done far away.  
 The Atlantic islands enormously extended Europe’s 
reach. In a few bold leaps, seamen found sailing platforms hun-
dreds of miles westward and southward, launching pads into the 
unknown. Here were oases in the ocean desert. Columbus 
thought the world much smaller than it was. But that was not a 
bad way to begin; the ocean was in fact narrower than he 
thought.  
 Caribbean history after the coming of the white man 
was in large part the replacement of people by cattle, followed 
by a repeopling with black slaves to work the sugar plantations. 
The process of depopulation was hastened by massacre, barba-
rous cruelty, and deep despair. The natives committed suicide, 
abstained from sex, aborted their fetuses, and killed their babies. 
They also fell by the tens and hundreds of thousands to Old 
World pathogens. When Columbus met his first Indians, he 
could not get over their trust and friendliness. One surprise here: 
rationality was absent, even in the treatment of valuable labor. 
Nothing like this would be seen again until the Nazi Jew hunts 
and killer drives of WW2. Mission leaders, agents of the Span-
ish crown, found that one of the best ways to deal with disobe-
dience and rebellion was to ship it off to unknown shores. The 
history of Spanish conquest is in part a story of ill-starred voy-
ages and futile marches, but also of lucky strikes like Mexico 
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and Peru. The Spanish inquisition, which pursued heresy even 
into the solitude of dreams, crippled the nation’s capacity for 
inquiry and learning. 
 Open sailing depended on instrumentation: the com-
pass for direction; the astrolabe and cross-staff for measuring 
altitudes of celestial bodies—a devise for sighting with back 
turned to the sun; and sandglasses for timing and estimating 
speed. The Portuguese strategy, doing by knowing, made good 
sense. Each trip built on the ones before. Each time, they went a 
little farther; each time they noted their latitude, changed their 
maps, and left a marker of presence. Vasco de Gama brought 
back news that Europeans were stronger than the natives; they 
had better ships and better guns. Also spices aplenty were to be 
had for enormous profits. Europe could now plant itself any-
where on the surface of the globe within reach of naval cannon.  
 Whereas the Portuguese sealed claims of possession by 
asserting discovery, that is, by entering latitudes on maps, the 
Spanish asserted material facts. They planted crosses, “convert-
ed” natives, built Christian edifies, installed tribunals and jails. 
The Spanish aimed at treasure; the Portuguese, at profits from 
trade—2 views of empire.  
 In 1551 China, it became a crime to go to sea on a mul-
ti-masted ship, even for trade, so adamant were they to elimi-
nate maritime exploration and trade with foreigners. The Chines 
lacked range, focus, and above all, curiosity. Their missions 
went to show themselves, not to see and learn; to bestow their 
presence, not to stay; to receive obeisance and tribute, not to 
buy. Whereas the first profits (the first whiff of pepper) and the 
promise of even greater ones to come were a powerful incentive 
to Western ventures, in China the pecuniary calculus said no. 
The Confucian state abhorred mercantile success. The opening 
to the sea, moreover, entailed huge outlays for defense against 
piracy.   
 The Aztec empire collapsed for deeper reasons than 
Cortes’ derring-do. The most important lay in the very nature of 
tributary empires, which differ from kingdoms and nations by 
their ethnic diversity and want of sympathetic cohesion. They 
extort wealth by threat of pain. The replacement of one gang of 
tyrants by another is often welcomed by common folk who hope 
against hope that a change will relieve their oppression. Aztec 
terror took the form of the industrialization of blood sacrifice. 
One cannot understand the strengths and weakness of the Aztec 
empire, its rise and fall, without dealing with this hate-
provoking practice. These mass sacrifices sharply lowered their 
enemies’ will to resist, but the losers naturally nursed their hate. 
Detested for its tyranny and riven with dissension, it was al-
ready in breakup when the Spanish arrived.  
 This also testified to the fundamental advantage of 
ferrous metallurgy. The Spanish depended completely on such 
iron objects as shovels, picks, axes, hammers, anvils, tools. 
They needed to make horseshoes and affix them, to repair 
weapons, to replace things broken. Every piece of iron was pre-
cious because it had to come from Spain. Many a horseman 
found it cheaper to have his animal shod with gold. European 
disease was a silent partner of European conquest. When Fran-

cisco Pizarro arrived in Peru, the Incas were just coming off 7 
years of civil war and much the weaker for it. The Incas be-
haved naively—by our standards, stupidly: the explanation--the 
difference between a literate people and an illiterate. The peo-
ples of Peru resisted longer and better than the Mexicans; in-
deed, some would say that this insurgency is not yet ended. It 
took 7 years to secure control. The heirs of the Inca became a 
hereditary, idle, noble caste, and increasingly intermarried with 
Spanish dignitaries. Their descendants, some of them active in 
business and government, today constitute the high society of 
Lima and Quito. 
 The Inca empire was the biggest ever established in the 
New World. Their couriers were trained from an early age, and 
by running around the clock, managed to average about 150 
miles a day. The emperor, then, could remain in close and rapid 
touch with the farthest reaches of the kingdom and impose his 
absolute, uniform rule over a highly diverse society. In the short 
century of its existence, the Inca empire did much to unify the 
peoples under its rule and to establish a common language still 
spoken by the Andean population.    
 Once the Spanish conquistadors found the mainland 
empires with their treasures and people, they lost interest in the 
Caribbean. This was Europe’s opportunity. Columbus under-
stood. When he did not find the gold he had hoped for, he wrote 
his sovereigns that these islands were made for sugar. The slave 
population could be maintained only by continuing imports. 
Sugar spawned enormous fortunes in France and on the Saint-
Domingue island.  
 Over 10 million Africans were imported to the New 
World over 3 centuries. And these were just the survivors of a 
deadly traffic, of whom up to half died along the way.  Only 
commercial interest protected the slaves: the trader did not want 
to lose valuable stock. Slaving ship crews had mortality rates 
similar to the slaves. The law stipulated fines for killing a slave, 
but since correction was always legitimate, a brutal master had 
little difficulty escaping penalty. Slave societies could not afford 
to encourage kindness and leniency. The slave trade was only 
part of a larger complex—what used to be known as the triangu-
lar trade and is now called the Atlantic system among slaves, 
sugar, and manufactures. Without slavery, industry would have 
developed more slowly. 
 The Portuguese turned their land into a platform for 
empire. They drew in outsiders for their money, know-how, and 
labor. For the Portuguese, the Muslims were infidels and ene-
mies of the true faith. No brutality was too much. Everything 
changed once the Church and English entered the arena. The 
shift to racketeering and local trade in the Indian Ocean made 
possible important economies: many fewer ships went out from 
Europe to Asia. In their stead, the Portuguese used Indian-built 
vessels. The narrow trade routes and passages made for easy 
surveillance.  
 Piracy was legitimized for the Dutch and English by a 
state of war with Spain which was extended to Portugal after the 
kingdoms were joined in 1580. So profitable was this game that 
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even after the 2 Iberian kingdoms separated in 1640, the Dutch 
and English were loath to return to peace.  
 Pepper and other condiments were worth so much to 
Europeans of long ago because of the problem of food preserva-
tion in a world of marginal subsistence. Traditional autumnal 
slaughter was for meat around the calendar, through hot and 
cold. In a world without artificial refrigeration, it was smoked, 
corned, spiced, and otherwise preserved. The cuisine of warmer 
countries is typically “hotter” than that of colder lands—there is 
more to hide. Stronger spices worked to kill or weaken the bac-
teria and viruses that promoted and fed on decay.  
 In 1492, the Spanish decided to compel their Jews to 
profess Christianity or leave, and many found refuge in Portu-
gal, then more relaxed in its anti-Jewish sentiments. But in 
1497, some 70,000 Jews were forced into a bogus but neverthe-
less sacramentally valid baptism. From then on, the intellectual 
and scientific life of Portugal descended into an abyss of bigot-
ry, fanaticism, and purity of blood. Crypto-Jews found life in 
Portugal dangerous enough to leave in droves. They took with 
them money, commercial know-how, connections, knowledge, 
and—even more serious—those immeasurable qualities of curi-
osity and dissent that are the leaven of thought. The persecutor’s 
greatest loss is self-inflicted. It is this process of self-diminution 
that gives persecution its durability, that makes it, not the event 
of the moment, but of lifetimes and centuries. Portugal did their 
best to close themselves off from foreign and heretical influ-
ence. Education was controlled by the Church. No more Portu-
guese students went to study abroad, and the import of books 
was controlled by inspectors sent by the Holy Office. Through 
this self-imposed closure, the Portuguese lost competence even 
in those areas they had once dominated.  
 We call it Holland, but the Dutch knew it as the United 
Provinces of the Netherlands. They manufactured woolen and 
mixed fabrics and were masters of commercial credit and inter-
national finance. Fanaticism and intolerance triumphed in Spain, 
leading in 1492 to the expulsion of the Jews (later to a similar 
expulsion of Muslims). Many of the Jews sought peace and dig-
nity in the Low Countries (of Holland), which had a reputation 
for tolerance. The rise of Protestant Christianity as a system of 
organized worship and belief occurred in several countries. 
They translated the Bible into the vernacular. People read and 
started thinking for themselves, and laymen joined divines in 
rebellion. The Spanish introduced the Holy Office of the Inqui-
sition into a land that had never known it and enraged the public 
and mobilized resistance. The inevitable rebellion was led by 
Calvinists of the northern provinces. Merchants, weavers, Jews, 
Calvinists all left.  
 Born in 1602 with the VOC company, the Dutch set 
out to make money by commerce. They found a world where 
trade was bound to force. So, the Dutch learned to fight. It gen-
erally took 2-3 years for instructions to go from Amsterdam to 
the Indies and for replies to come back. The Dutch came to 
“own” the Moluccas (the Spice Islands) and Java while estab-
lishing an effective sphere of influence over the rest of the In-
donesian archipelago. They also took Ceylon and Formosa 

(Taiwan) and planted factories along the east coast of India. The 
greater volume of Dutch business in the Indies was not the 
company’s shipment to and from the Netherlands, but rather the 
so-called country trade. Everyone got away with illicit trade, if 
only because everyone, right up to the top, was doing it. In the 
long run the monopolies were precarious. To maintain them 
against native and outsiders required the use of force, so expen-
sive that only a sovereign with taxing power could hope to pay 
the bill.     
 India produced the world’s finest cotton yarn and tex-
tiles, and the English were quick to seize the opportunity. Here 
they left their rivals behind with the EIC’s (East India Compa-
ny). The suitability of cotton for underwear transformed the 
standards of cleanliness, comfort, and health. India led to China. 
In seeking to find something that the Chinese wanted in trade, 
the English turned to opium grown in Bengal.  
 In medieval Europe, the threat of exit deterred abuse, 
especially in urbanized and frontier areas. Estimates of India’s 
surplus was half the agricultural product. The English fought the 
Moghul for control of India. The Achilles heel of aristocratic 
empires was loyalty. Of Moghul’s 50,000 troops, only 12,000 
actually fought for him, and these withdrew so quickly that they 
suffered only 500 casualties. British losses numbered 4 Europe-
ans and 14 sepoys. And this was one of history’s decisive bat-
tles. India’s surplus was now shifted to the EIC and its officers 
and agencies. The Indian economy changed and grew as new 
technologies, the railway in particular, came in from abroad. 
  One thing is clear: the Europeans of that day were 
already interested in records. Mark here the difference between 
hieratically literate and generally literate societies. The nearest 
equivalents in the non-European world would be the Japanese 
and the Jews. Europeans also were passionately curious about 
other peoples and societies: the overwhelming majority of travel 
accounts of that day were written by and for them. Their curi-
osity was an important and characteristic aspect of European 
expansion and dominion.   
  European travelers and visitors reported general pov-
erty, even misery, in India. There were many temples in South 
India, which had limited property rights and was technological 
backward. Nothing other than a reputation for unconditional 
honesty could have enabled Britain to maintain its empire in 
India at so little expense. Investors trusted the word of Britain 
and bought consols at 6%, and the British never let them down 
until the 20th century.  
 The discovery of America and the rounding of the 
Cape opened up fresh ground for the rising bourgeoisie. The 
turn of the 18th century was both end and beginning. It saw the 
liquidation of the Dutch East India Company; the prohibition of 
the British Atlantic slave trade; the peak and decline of the sug-
ar bonanza (including revolution and the fall of planters and 
plantations on Saint-Domingue [now Haiti]); and an end to the 
period of Old Empire. The hinge of this metamorphosis was the 
Industrial Revolution begun in Britain and emulated around the 
world. For some nations, Spain for example, the opening of the 
world was an invitation to wealth, pomp, and pretension—an 
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older way of doing things, but on a bigger scale. For others, 
Holland and England, it was a chance of new things in new 
ways, to catch the wave of technological progress. 
 The potato, along with peanuts, sweet potatoes, and 
yams, provided a valuable dietary supplement for a Chines pop-
ulation that in the 18th century began to outstrip the nourishment 
provided by rice. The law of migration in market societies: peo-
ple go to improve their situation, and so doing, enhance the bar-
gaining power of those left behind. Not until the 19th century did 
improvements in transport open the American Midwest to 
commercial agriculture. These same advances made immigra-
tion much cheaper and easier, just in time to tap an unprece-
dented upswing in European population.  
 Some people got rich only to spend; others to save and 
invest. The same with countries. The nations that had started it 
all, Spain and Portugal, ended up losers. All models of growth 
stress the necessity and power of capital—capital as substitute 
for labor and ease of credit. Given capital, the rest should fol-
low. And thanks to empire, Spain and Portugal had the capital. 
As money to invest or spend, Spain chose to spend—on luxury 
and war.  
 Reliance on outsiders testifies to the inability to mobi-
lize skills or enterprise. The nations that did the work learned 
and kept good habits, while seeking new ways to do the job fast 
and better. Everywhere in Europe, genteel living was honored 
and manual labor scorned; in Spain, however, more so, partly 
because the crafts and tasks of industry and agriculture were 
long associated with despised minorities such as Jews and Mus-
lims. The great bullion inflow ended in the mid-17th century; the 
Spanish crown was deep in debt with bankruptcies in 1557, 
1575, and 1597. The nations of northern Europe built on work. 
Italy was centered in, caught in, the great Inland Sea. Caught 
also by old structures: guild controls fettered industry, made it 
hard to adapt to changing tastes.  
 Protestantism (Max Weber) offers the most provoca-
tive explanation of progress by defining and sanctioning an eth-
ic of everyday behavior that conduced to business success. Ac-
cording to Calvinism, goodness was a plausible sign of election. 
This implicit reassurance was a powerful incentive to proper 
thoughts and behavior. It was eventually converted into a secu-
lar code of behavior: hard work, honesty, seriousness, the thrifty 
use of money and time (both lent by God).  
 Compare Protestant and Catholic attitudes toward 
gambling. Catholics condemned because one might (would) 
lose, and no responsible person would jeopardize his well-being 
and that of others in that manner. The Protestants, on the other 
hand, condemned because one might win, and that would be bad 
for character. The Puritan-Dissenter ethic shielded tradesmen 
and manufacturers against the slings and arrows of genteel con-
tempt. It gave them a sense of dignity and righteousness, armor 
in a world of anticommercial prejudices. Dissenters (read Cal-
vinists) were disproportionately active and influential in the 
factories and forges of the nascent Industrial Revolution.  
 The heart of the matter lay in the making of a new kind 
of man—rational, ordered, diligent, productive. Protestantism 

generalized virtues among its adherents, who judged one anoth-
er by conformity to these standards. They stressed instruction 
and literacy, for girls as well as boys. This was a by-product of 
Bible reading. The result: greater literacy and a larger pool of 
candidates for advanced schooling; also, greater assurance of 
continuity of literacy from generation to generation. Literate 
mothers mattered. So did the making and buying of clocks and 
watches. Their diffusion to rural areas was far more advanced in 
Britain and Holland than in Catholic countries. Nothing testifies 
so much as time sensibility to the “urbanization” of rural socie-
ty.  
 In 16th-18th century northern Europe religion encour-
aged the appearance in numbers of a personality type that had 
been exceptional and adventitious before; and this type created a 
new economy (a new mode of production) that we know as (in-
dustrial) capitalism. Add to this the growing need for fixed capi-
tal (equipment and plant) in the industrial sector. This made 
continuity crucial—for the sake of continued maintenance and 
improvement and the accumulation of knowledge and experi-
ence. These manufacturing enterprises were very different in 
this regard from mercantile ones.  
 These also shifted economic power and wealth from 
South to North. Not only money moved, but knowledge as well; 
and it was knowledge, specifically scientific knowledge, that 
dictated economic possibilities. Before the Reformation, south-
ern Europe was a center of learning and intellectual inquiry. The 
Protestant Reformation, however, changed the rules. It gave a 
big boost to literacy, spawned dissents and heresies, and pro-
moted the skepticism and refusal of authority that is at the heart 
of the scientific endeavor. The Catholic countries responded by 
closure and censure.   
 Anti-Protestant backlash, more than Protestantism it-
self, sealed the fate of southern Europe for the next 300 years. 
The Church, repository and guardian of truth, found it hard to 
admit error and change course. Any church is tempted to rest its 
authority on doctrine and dogma, for these are the sign and in-
strument of rule. But in the Protestant countries, the condemna-
tion meant little.  
 The proud French, then as now, found it hard to learn 
from others, especially from their traditional enemy—Britain. In 
the1980s, French health authorities insisted on distributing con-
taminated blood rather than purchase American tests and decon-
taminating equipment—and thereby condemned thousands to 
AIDS and death. 
 When Ferdinand and Isabella in 1492 ordered the ex-
pulsion or conversion of the Jews or Spain, Sicily had to go 
along. What was left of Sicilian trade shrank almost to nothing. 
In 1740 the Spanish king explicitly invited the Jews to return. A 
number of families accepted, but found themselves mistreated 
by a prejudiced populace. And after 7 years, another expulsion.   
 In the 18th century, a series of inventions transformed 
the British cotton manufacture and gave birth to a new mode of 
production—the factory system. At the same time, other 
branches of industry made comparable and often related ad-
vances, and all of these together, mutually reinforcing, drove 
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further gains on an ever-widening front. Innovations fall under 3 
principles: 1) substitution of machines—rapid, regular, precise, 
tireless—for human skill and effort, 2) substitution of inanimate 
for animated sources of power, and 3) use of new and far more 
abundant raw materials. 
 These substitutions made the Industrial Revolution. 
They yielded a rapid rise in productivity and, with it, income. 
This growth, moreover, was self-sustaining. For the first time in 
history, both the economy and knowledge were growing fast 
enough to generate a continuing flow of improvements. The 
Industrial Revolution also transformed the balance of political 
power—within nations, between nations, and between civiliza-
tions; revolutionized the social order; and changed ways of 
thinking as much as ways of doing.  
 Power drive changes everything. In metallurgy, big 
gains came from substituting rotary for reciprocating motion. 
Most important was the growing recourse to precision gaging 
and fixed setting. Cotton manufactures, when looking for skilled 
craftsmen to build and maintain machines, advertised for 
clockmakers. The wheel trains of these machines were known 
as “clockworks.” All these gains came together in the last third 
of the 18th century—a period of contagious novelty.    
 The core of the mechanization of industry and the 
adoption of the factory lies in the story of the textile manufac-
ture. New techniques yielded a sharp fall in costs and prices of 
cotton and a rapid increase in output and consumption. There 
was a break in the trend of growth around 1760-70; unprece-
dented rates of increase; above all, the beginnings of a profound 
transformation of the mode of production.  
 The Industrial Revolution was uneven and protracted 
in its effects. It started and flourished in some branches before 
others; it left behind and even destroyed old trades while build-
ing new ones. British per head income doubled between 1780 
and 1860, and then multiplied by 6X between 1860 and 1990. 
The consequence of these advances was a growing gap between 
modern industrial countries and laggards, between rich and 
poor. It brought the world closer together, made it smaller and 
more homogeneous, but it fragmented the globe by estranging 
winners and losers. It begat multiple worlds.   
 Rotary motion’s great advantage over reciprocating 
motion lies in its energy efficiency—seen best in steamships. 
The next step would be liquid fuel (changed over from coal), 
which burned hotter, created higher pressures, and drove shafts 
and propellers faster.  Britain led because of buildup--the accu-
mulation of knowledge and knowhow; and breakthrough—
reaching and passing thresholds. Islamic and Chinese interrupt-
ed intellectual and technological advance and institutionalized 
the stoppage. In Europe, however, we had continuing accumula-
tion. They also enjoyed a growing autonomy of intellectual in-
quiry, the development of unity in a common implicitly adver-
sarial method, and the routinization of research and its diffusion. 
In Europe, acceptance was eased by practical usefulness and 
protected by rulers who sought to gain by novelty an advantage 
over rivals.  

 The reach of the Church was limited by competing 
pretensions of secular authorities and smoldering, gathering 
fires of religious dissent from below. Most shattering of authori-
ty was the widening of personal experience. The ancients, for 
example, thought no one could live in the tropics: too hot, but 
Portuguese sailors returned very much alive. Searchers came to 
see mathematics as immensely valuable for specifying observa-
tions and formulating results. This marriage of observation and 
precise description, in turn, made possible replication and veri-
fication. Nothing so effectively undermined authority.  
 This powerful combination of perception with meas-
urement, verification, and mathematized deduction was the key 
to knowing. Nothing like it developed anywhere else. It was not 
until the late 16th century, with Galileo, that experiment became 
a system. The telescope and microscope were invented c. 1600. 
The same pursuit of precision marked the development of time 
measurement. Analytic geometry, calculus, and routinization of 
discovery, the invention of invention ensued. A common lan-
guage of learning--Latin; development of courier and mail ser-
vices; and people were moving in all directions. In the 17th cen-
tury, these links were institutionalized in the form of learned 
societies with their corresponding secretaries--cooperation, but 
enormously enhanced by fierce rivalry in the race for prestige 
and honor.  
 The great invention was the conversion of heat energy 
into work by means of steam. The interest in mechanization was 
primarily because growth of the textile industry was beginning 
to outstrip labor supply. Factories developed from large work-
shops where spinners and weavers would have to turn up on 
time and work the full day under supervision.  It took power 
machinery to make the factory competitive. In spite of higher 
wages, the mills still seemed a prison to the old-timers. The 
early millowners found their labor in children, often conscript-
ed, and women, especially the young unmarrieds.  
 Britain was well ahead in cottage manufacture and in 
recourse to fossil fuel. The core of the industrial Revolution was 
textiles, iron, energy, power, commercial agriculture and 
transport. Dutchmen were already teaching farming in the Mid-
dle Ages. England led the shift from the collective constraints of 
open fields to the freedom of concentrated, fenced or hedged 
holdings. This commercialism promoted an integrated approach 
to estate management. Mineral resources belonged to the owner 
of the land, not the crown. New turnpike roads and canals, in-
tended primarily to serve industry and mining, facilitated the 
division of labor. Nowhere else were these improvements so 
widespread and effective as in Britain, where roads and canals 
were typically the work of private enterprise, hence responsive 
to need (rather than to prestige and military concerns) and prof-
itable to users.  
 Consider not only the material advantages of Britain 
(other societies were also favorable endowed for industry but 
took ages to follow their initiative), but also the non-material 
values (culture) and institutions. They 1) knew how to operate, 
manage, and build the instruments of production and to create, 
adapt, and master new techniques on the technological frontier 
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2) impart this knowledge to the young 3) choose people for jobs 
by competence and relative merit 4) afford opportunity to indi-
vidual or collective enterprise 5) allow people to enjoy and em-
ploy the fruits of their labor.  
 Their political and social institutions favored the 
achievement of larger goals that would 1) secure the right of 
private property 2) secure rights of personal liberty 3) enforce 
rights of contract 4) provide stable government 5) provide re-
sponsive government 6) provide honest and efficient govern-
ment. This society would be marked by geographical and social 
mobility.   
 Britain had the early advantage of being a nation, a 
self-aware unit characterized by common identity, loyalty and 
equality of civil status. Nothing did more for enterprise than the 
increasing freedom and security of the people. Industry was 
more secure and freer than in any other part of Europe. Theirs 
was a society that shed the burdens of serfdom and developed a 
population of cultivators rather than peasants. Apolitical and 
civil freedoms, won first for the nobles (Magna Carta, 1215), 
were extended by war, usage, and law to the common folk.  
 By comparison with populations across the Channel, 
there was French misgovernment and misery. The French king 
so impoverished his people that they can scarcely live—yet they 
dwell in the most fertile real of the world. England was one of 
the first countries to nurse the sentiment of nationalism (read 
Shakespeare), which differed sharply from the local identifica-
tion of the medieval serf.     
 The contribution of high consumption to technological 
progress struck contemporaries as the British advance grew. 
They had the wit to make things for the people, rather than for 
the rich, which gave them a large and steady custom. Britain 
was largely free of irrational constraint on entry that dogged 
most Continental societies. Note the persecution and expulsion 
of Protestants from France and the widespread exclusion of 
Jews from all manner of trades. England profited from other 
nations’ self-inflicted wounds. In the 16th century, weavers from 
the southern Netherlands seeking refuge from the guilds and 
Dutch peasants imported arts of drainage and a more intensive 
agriculture. Jews, victims of Spanish and other persecutions, 
brought to England an experience of public and private finance; 
and Huguenots, merchants and craftsmen came with their net-
work of religious and family connections. The energy of this 
society could be measured by its material achievements and 
values. Note the importance it gave to time and to saving time, 
because nothing better sums up priorities. 2 pieces of evidence: 
the passionate interest in knowing the time and the emphasis on 
speed of transport.  
 There was no industrial revolution in India. They had 
the world’s premier cotton industry in the 17th and 18th centu-
ries, unbeatable for quality, variety, and cost, but there was no 
interest in easing supply problems by substituting capital (ma-
chines) for labor. Hardware to make an industrial revolution 
was not ready. Indifference was promoted by segmentation of 
the manufacture and merchants’ steps. The worker did what he 
had always done, and so did the merchant. The EIC was under 

constant attack as an exporter of specie and bullion; it did not 
want the additional onus of exporting jobs. Indian society knew 
technological change, but their craftsmen avoided using iron, 
and iron (and steel) is indispensable to precision work. India had 
no screws: the metalworkers could not cut a proper thread; and 
iron nails were rare. European ships were nailed and spiked; 
Indian vessels tied the planking to the hull with cords and ropes 
and rabbeted and glued the boards end to end. Their craftsmen 
had the ingenuity, but not the tools. Indian labor, cheap as it 
was, would move earth and rock by hand, not even using 
wheelbarrows. They were used to moving heavy burdens in a 
basket on the head and refused to change.   
 All industrial societies descend from their common 
British predecessor. The world was now divided between one 
front-runner and a highly diverse array of pursuers. It took the 
quickest of the European “follower countries” more than a cen-
tury to catch up. The material and social advance of England 
drew the attention of commercial and political rivals: Spain, 
Holland, and France. The French were particularly vexed to 
watch the British pull ahead. They viewed economic growth and 
the accumulation of wealth as the keys to political power. Eng-
lish success aroused more resentment than admiration. Each of 
the would-be industrializers, the so-called follower countries, 
developed its own path to modernity. In eastern Europe and 
Russia, the industrial centers were oases in a sea of peasant 
sloth and bureaucratic inertia. Feudalism persisted to the French 
Revolution in other countries.  
 In the Middle Ages, most peasants had been reduced 
(or raised, for slaves) to a condition of bondage or serfdom. In 
western Europe these bonds relaxed, partly because the of the 
monetization of the economy, and even more because the rise of 
cities provided points of exit from the seignorial system. The 
French Revolution abolished this system in France and areas 
annexed. This did not mean the peasant stopped paying; he just 
acquired a new lord, the state, and his dues became taxes. Prus-
sia emancipated the serfs in 1809 because it had suffered griev-
ous defeats at the hands of the French army and recognized that 
serfs will not fight so hard and well as free men.  
 From the 16th century, the open plains of East Elbean 
Europe became a granary and livestock breeder for the urban 
centers of the west. 3 things cannot coexist: free land, free labor, 
and large estates. The Lords in Russia who wanted to cultivate 
on a large scale had to fix their workers to the soil. Russia be-
came in effect a huge prison and has remained so ever since. 
The absence of urban communes with the right to define the 
status of their inhabitants made all the difference. Emigration 
was prohibited. Steady work called for servile labor assigned to 
the job. In the long run, of course, the system failed. Unfree 
labor would not work well or honestly. Only free men are capa-
ble of honest work. This, more than scale of production, ex-
plains the giantism of some of these early enterprises: they 
needed lots of people because productivity was so low.  
 The general emancipation of serfs in 1861-66 obliged 
enterprises to hire free wage labor or keep the labor they had. It 
compelled better treatment and more careful recruitment and 
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opened the way to new technologies and higher standards. A 2nd 
medieval legacy was the organization of industry into guilds or 
collective monopolies. The economic objectives were to control 
entry, uphold quality standards, and restrict competition. Behind 
an array of rules lay a set of moral principles and the sense of 
limited resources, whether in land or custom (market demand). 
So long as a craftsman did his work conscientiously and to 
standard, he was entitled to a living. Merchants learned to by-
pass guild restrictions by finding workers in the countryside, 
since corporate monopolists were closely bound with municipal-
ities and ill-equipped to impose themselves on a changing turf.  
 Power meant engines, machines, modern technologies 
and the rules to go with them. Military defeats in northern Italy 
drove home the need for reform. War, especially unsuccessful 
war, concentrates the mind. The system of corporate industrial 
control began collapsing throughout the Germanies. By 1870 
and unification, the battle was over.  
 Another major medieval legacy in restraint of trade 
was the extraordinarily complex array of interferences with 
transport and travel: river and port tolls; road fees; entrance du-
ties at city gates; customs barriers because of the lacework of 
political boundaries; and a multiplicity of exemptions and fran-
chises. Everyone respected vested interest because everyone had 
one or wanted one. From the 17th century on, the centralizing 
tendency of European monarchies worked against this racket. 
Local tolls had largely disappeared for the British by the 15th 
century; as a result, they had the largest national market in Eu-
rope. It was the automobile that finally did the job: as the num-
ber of vehicles increased, it became impossible to halt them at 
city boundaries for inspection of contents.  
 For Russia, it was easier to move goods on land in win-
ter than in summer. Snow and ice were smooth; the roads were 
not. Russian rivers run north-south, and most traffic moved east-
west. Scandinavia, desperately poor in the 18th century, yet in-
tellectually and politically rich, was late in learning the ways of 
modern industry, but once started, quick to pick them up. They 
enjoyed high levels of literacy and offered a 1st class education 
at higher levels. They also operated in an atmosphere of politi-
cal stability and public order. Once among the most warlike 
populations in Europe, now they were the most peaceable. The 
peasantry was largely free. By the end of the 18th century, the 
best Danish and Swedish clock and watchmakers were making 
machines equal to those of London.  
 Italy, Spain, and Portugal were all hurt by religious and 
intellectual intolerance and plagued by political instability. All 
these countries were poor, handicapped by meager, highly vari-
able rainfall that reduced agricultural yields far below those of 
well-watered northern Europe. But Iberia wanted for enterprise 
and skills, including the ability to read. These failings went back 
centuries—to religious zealotry and Counter-Reformation culti-
vation of ignorance. Around 1900 when only 3% of the popula-
tion of Great Britain was illiterate, the figure for Italy was 48%, 
Spain 56%, and Portugal 78%. The religious persecutions of old 
proved to be a kind of original sin. Serfdom persisted in its 
worst form in Eastern Europe. 

 The Balkan lands caught the nationalist virus in the 
18th and 19th centuries and got tangled in an endless struggle for 
freedom, first with the Turks and then with other Balkan nation-
alities. It conduced to hatred and unreason and was not good for 
business or development. These were societies that did not gen-
erate enterprise from within. Trade and money were for Greeks, 
Jews, Armenians, and Germans and these outsiders were un-
popular. When independence and modern politics came to the 
Balkans, they did their best to drive out the strangers, to expel 
the most active elements in the economy. Ironically, these in-
hospitable and hostile places offered many chances to make 
money. The Balkans remain poor today. They war on one an-
other and blame their misery on exploitation by richer econo-
mies.  
 Europe’s development gradient ran from west to east 
and north to south, from educated to illiterate populations, from 
representative to despotic institutions, from equality to hierar-
chy. The difference was culture, values, and initiative.  
 In Russia, the bayonet was preferred to guns. As fire-
power in other armies shot up, the Russian soldier was schooled 
in thrift. The Crimean War (1854-56) was a disaster. The British 
and French picked them off with percussion rifles that had 3-5X 
the range. 
 Britain trained a factory labor force and accumulated 
capital as it went. Scale economies and throughput grew as 
transport facilities improved. In the 19th century, when things 
got costlier and risks greater, the most effective device for mo-
bilizing capital was the chartered joint-stock company with lim-
ited liability-charter becase limited liability could be conferred 
only by the crown or Parliament. 25-years of revolution and war 
from 1789-1815 diverted Continental resources from building to 
destruction. The French abolition of “feudal” dues and bonds 
led other countries to do the same, freeing people to move in 
space and across outworn status lines. From about 1830, they 
wanted railways, canals, roads, and bridges and got the money 
from 1) personal investment; 2) financial intermediaries and 
private credit; 3) government assistance; and 4) international 
capital flows.  
 After centuries of activity, a network of private banks 
was in place. Investors typically hung on religious and cultural 
affinities; the Huguenot-Calvinist, Sephardic-Jewish, German-
Jewish, Greek-Orthodox commercial “families” knew their own 
kind—whom to trust and who to worry about, whom to ask and 
whom to work with. The Industrial Revolution in Europe before 
the age of public joint-stock companies and stock exchanges 
came from family and personal connections. The trouble with a 
network system: when it is strong, it is stronger than the sum of 
the parts; but when it weakens, the weakness spreads easily 
from one link to the next. The collective danger and need for 
long-term investment led to the invention of a new financial 
intermediary, the joint-stock investment bank. In Germany and 
farther east, the development bank came into its own, founding 
and financing industry, supervising performance, promoting 
innovation. These new institutions combined investment, com-
mercial, and deposit banking. 
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 History’s strongest advocates of free trade—Victorian 
Britain and post-WW2 US—were strongly protectionist during 
their own growing stage. In 1786, a bureaucrats’ treaty traded 
easier access for French wines and silks to Britain for admission 
of British cottons, woolens, and iron into France. In 1858, the 
political pendulum swung away from protection. In subsequent 
years, the new low tariff regime was extended to others on the 
most-favored-nation principle. The push from the 16th century 
was to catch up with the West by adoption of Western ways. 
Modernization from above rested on forced labor. Serfdom fos-
tered stupid arrogance above; greed and envy, resentment and 
gall below.  
 In Russia the state gave its support above all to mining 
and metallurgy, encouraging the formation of huge enterpris-
es—the megalomaniac pursuit of giantism. Their push to eco-
nomic development awakened a sleeping giant, brought it into 
contact with more advanced countries, and poisoned it with al-
ien dreams. The dreams caught on faster than the technologies 
and wrenched the country out of sync. 3 wars destroyed the re-
gime by exposing the gap between east and west. The Crimean 
Was (1854-56) underlined the difference between citizen and 
servile armies; the emancipation of the serfs followed shortly 
thereafter. Next came the humiliating defeat by Japan (1904-
05). Then came the Great War, when millions of Russian peas-
ants were ordered into clouds of bullets and shrapnel. With that, 
the regime was overthrown. Like Spain, Russia knew what was 
happening, but responded with too little, too late.  
 The last source of funds was international capital 
flows. England invested in French railways; France and Bel-
gium in Prussian iron works and Austrian banks; Germany in 
Italian banks and Balkan railways; everybody in Russian mining 
and industry.  It is not want of money that holds back develop-
ment. The biggest impediment is social, cultural, and technolog-
ical unreadiness—the want of the ability to use money. Capital 
was mobilized at 3 levels: 1) merchant banks to finance enter-
prise--Britain; 2) investment banks for poorer countries with 
few and smaller private fortunes---Germany, Austria, and Italy. 
US, Belgium, Switzerland, France were in between; and 3) 
grants by government—Russia.   
 French imperialism started in North Africa. The first 
move to acquire the “secrets” of the new British technologies 
was to send out explorers--trained agents. France launched a 
systematic pursuit of British technicians: clock and watchmak-
ers, woolen workers, metallurgists, glassmakers, and shipbuild-
ers. Metalmaking skills were a special treasure because of the 
tie to armament and machinery. Chronometry was key to supe-
rior navigation. Skilled craftsman, like savants and artists, took 
all of Europe as their home. In an effort to discourage foreign 
competition, Britain prohibited the export of most machinery 
(though not steam engines) and the emigration of skilled arti-
sans. Division of labor made it hard for expatriate workers to 
spill all the beans, but division of capital moved some employ-
ers to sell their product abroad and educate foreigners in its use.  
 More important for follower countries in the long run 
were schools of science and technology. The French Polytech-

nique, for example, was theoretical. Local schools sprang up, 
the vocational and specialized industrial schools. The Polytech-
nique sparked emulation in Prague, Vienna, Zurich, and Mos-
cow. The Germans developed a network of trade schools that 
fed middle technological management and a growing array of 
technical higher schools. Finally, the Germans pushed scientific 
instruction and research in the universities. This was the cutting 
edge of experiment and inquiry, and the invention of the teach-
ing laboratory capped an educational system that became by the 
end of the century the world’s envy and model.  
 From the late 18th century on, as the frontiers of tech-
nological possibility and inquiry moved outward, exploration 
went beyond the lessons of sensory experience. These new di-
rections found their biggest return in chemicals and electricity--, 
thanks to advances in scientific knowledge. Producers went 
after economies of scale and revolutionary advances in organic 
chemistry. In both chemicals and electricals, learning and com-
petence depended on formal instruction. Continental reliance on 
schooling paid off, generating and imparting new technologies. 
Catching up turned into a leap ahead, while Britain, caught in 
the net of habit, fell behind.  
 The 2nd Industrial Revolution used liquid and gaseous 
fuels in internal combustion engines, the distribution of energy 
and power via electric current, the systematic transformation of 
matter, improved communications, and the invention of ma-
chines driven by the new sources of power (motor vehicles and 
domestic appliances). But not until the late 19th century does 
science get ahead and precede technique. So it was that the 
leader/innovator was caught and overtaken. And all the old ad-
vantages—resources, wealth, power—were devalued. The finest 
examples of carbonized steel are the famous Japanese samurai 
swards, which still hold their edge and gleam after 5 centuries. 
But even they cannot compare for homogeneity with crucible 
steal heated to liquid so that the carbon additive mixes com-
pletely.  
 Britain did not have the trained and gifted chemists 
needed to generate invention. Certainly not so many and so well 
trained as could be found on the Continent. In Germany, by 
contrast, big corporations arose and flourished. Talent combined 
with enterprise and a research-oriented culture prevailed. By 
WW1, Germany had left the rest of the world far behind in 
modern chemistry. In the 1920s, the best American chemical 
firms hired away German chemists.  
 The biggest frontiers waited overseas: the Americas 
above all, but also lesser spaces in Australia and southern Afri-
ca. Densities of settlement varied. The technological and politi-
cal weakness of the native American population made them 
vulnerable. In the northern latitudes that became the US and 
Canada, low densities gave way to superior armament and or-
ganization. Lands can yield abundance only if they get the nec-
essary labor. They want people, whom they often draw by offer-
ing incentives to migration: free or cheap land in particular, but 
also higher wages, higher status, and political rights.  
 The divergent story of North America (ex-British) on 
the one hand, Latin America (ex-Spanish and Portuguese) on 
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the other, needs multiple explanations. The US came out best 
with large expanses of fertile, virgin land; a fine climate for 
growing a crucial industrial-entry raw material, namely, cotton; 
rich deposits of the key ingredients for ferrous metallurgy; wa-
terpower all along the east coast; and a well-indented coastline 
punctuated by superb harbors, large rivers and wide plains. No 
other country had iron and coal, natural ways of transport, and 
communication. By comparison, Mexico is a puzzle of moun-
tains, plateaus, and deserts.  
 Where society is divided between a privileged few 
landowners and a large mass of poor, it is a school for laziness 
(or self-indulgence) over against a slough of despond. In the 
US, economies of scale were negligible, at least before the in-
vention of mechanical technologies, and holdings were small 
and relatively evenly distributed. Everybody had property and 
everybody knew it. The high wages of labor (engendered by its 
scarcity) encouraged population, while the very growth of such 
a frontier economy pushed wages up. America’s society of 
smallholders and relatively well-paid workers was a seedbed of 
democracy and enterprise. Equality bred self-esteem, ambition, 
a readiness to enter and compete in the marketplace, a spirit of 
individualism and contentiousness. High wages enhanced the 
incentive to substitute capital for labor, machines for men. The 
need for self-sufficiency in an age of slow and intermittent 
communication gave rise to local manufacture.  
 As the colonies developed iron forges, along with re-
fining, hammering, cutting slitting, rolling, and other operations 
that turn iron into tools and objects, the demand for British met-
allurgical products fell sharply. This led British manufacturers 
to petition Parliament for laws prohibiting colonial manufacture. 
The colonials made guns, which had particular virtues in a fron-
tier society, to the point where some of the colonies imposed an 
obligation to bear arms. But the guns were made in the northern 
colonies. British expatriates were the primary agents of techno-
logical diffusion. Productivity in America was well ahead of 
Britain by the 1820s. The American system of manufactures 
was a creative response to a market free of the local and region-
al preferences of class and status distinctions that prevailed in 
Europe and scarcity of labor relative to materials. For example, 
much American house construction had turned from carpentry 
to millwork. Doors and windows were cut and assembled to 
standard size; glass, precut accordingly.   
 The “American system” set standards of productivity 
for the rest of the industrial world. Each technology became a 
stepping stone to others. Clocks and guns prepared the way for 
watches and sewing machines. Mowers and harvesters led to 
sowers (planters and drills), reapers, binders, threshers, and 
eventually combines; bicycles to automobiles; cash registers to 
typewriters and calculators. This was a mechanic’s wonderland 
in agriculture as in industry. Family size could be very large and 
grew with the machinery. The indigenous population was up-
rooted repeatedly to make way for land-hungry newcomers. The 
white man broke faith at will, while the natives were slandered 
as “Indian givers.” 

 European countries had a consumption problem. Class 
structures and segmented tastes made it harder to adopt stand-
ardized products. Mass consumption made mass production 
feasible and profitable; and vice versa. 
 The Spanish and Portuguese invaders thought of their 
English rivals as orphans of destiny. How could their woods and 
fields compare to the silver and gold of New Spain and Peru, or 
the diamonds and gold of Brazil? But nothing stands still, and 
yesterday’s comparisons are today’s history. Gold and silver 
mines are wasting assets and 200 years later North America far 
surpassed the lands to the south—richer in income per head, 
richer in its more even distribution of wealth.  
 The Spanish did not encourage the emigration of fami-
lies or even women to the New World. Everywhere in the Span-
ish colonies, moreover, the Inquisition pursued heresy, hunting 
those crypto-Jews who thought an ocean would shield them 
from prying fanaticism. All of this proved great for purity but 
bad for business, knowledge, and know-how. In Iberian society, 
the skills, curiosity, initiatives, and civic interests of North 
America were wanting. Spain’s spiritual homogeneity and do-
cility, its wealth and pursuit of vanities were exported overseas.  
 When one compares English ebullience and diversity 
with the Counter-Reformation orthodoxy and superstitious en-
thusiasms of Spain and Portugal—the power of ideas and initia-
tives in North America as against the discontents in the Spanish 
and Portuguese dominions—one can understand the political 
outcome. When Spain proved unable to rule from across the sea, 
New World strongmen exploited the vacuum and seized power, 
encountering only spotty resistance. Independence slipped in—a 
surprise to unformed, inchoate entities that had no aim but to 
change masters. This kind of anarchic negativism invited macho 
warlordism. No wonder the history of Latin America in the 19th 
century was full of conspiracies, cabals, coups and counter-
coups—with all that these entailed in insecurity, bad govern-
ment, corruption, and economic retardation. The new “states” of 
Latin America were little different from Asia’s autocratic des-
potisms.  
 The Catholic Church had a vested interest in the status 
quo. Little was done for industry. Foreigners built the railways 
and port facilities to tap the surpluses of the interior. They lent 
money at high rates to poor regimes and their opponents. They 
built arsenals and plants and ran them. This cultivation of re-
sentment made everything worse. The Latin country with the 
best chance was Argentina. But missing were craftsmen, tools, 
and industry as the mines played out. In colonial Buenos Aires a 
horseshoe cost several times the price of a horse. Almost all 
work fell to women. In a macho society with values inherited 
from Spain, adulthood brought males complete independence 
and idleness. The US was an effective, working unit until the 
dispute over slavery became unmanageable. Argentina was not 
a working unit for half a century after independence.  
 Meanwhile immigrants could go elsewhere. Argentina 
land policies seemed designed to keep settlers out. Efforts by 
foreign investors to attract people ran up against social and po-
litical reality: the distribution of land and the predominance of 
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labor-saving activities such as herding; endemic instability; reli-
gious restrictions; local prejudice.  
 In the southern colonies of the US, large holdings 
needed slave labor. But after slave imports were banned in 
1807, the use of slaves could be maintained only by natural re-
production, which entailed a higher standard of nourishment and 
treatment than prevailed in the Caribbean or South America. 
Business crises, boundary changes, and persecutions gave Euro-
pean emigrants ample reason to leave. Nothing compelled the 
North American colonists to prefer homesteading to ranching. 
What mattered was culture and social purpose. They had come 
as a community of families.  
 50,000 young people headed west every year. Once the 
large tracts were gone, the holder of frontier land was the feder-
al government, which made it policy to promote family-size 
units. Congress passed in 1830 a law that granted indemnity to 
squatters, which only encouraged the practice; and then in 1841 
a general “pre-emption” law made squatting legal and gave the 
occupant the right to buy his holding at the minimum price. 
New lines of railroads were granted land along the right-of-way, 
and these in turn sought generally to sell it to independent farm-
ers because they generated more freight than ranchers.  
 In South America in 1813, the slave trade was also 
banned, and while slaves already there remained in servitude, 
their children were born free; further, any slaves imported from 
abroad became free on entry. But immigration was dampened 
by political instability, selective recruitment, and the lack of free 
land. Vast domains had been given away, assigned to the 
Church and to men of respect and power, and leftovers were 
grabbed up during the troubles that followed the revolution.  
 As elsewhere, clocks and watches were both signs and 
instruments of a modern, time-conscious society. The British 
built Argentina’s railroads to their own purposes: to move meat 
and wheat to the ports, not to develop internal markets. It is al-
ways easier to blame the Other. The result: a xenophobic anti-
imperialism and self-defeating sense of wrong. In the census of 
1914 over half the “industrial” capital was in mining; a quarter 
in public service; only 14% could be characterized as basic 
manufacturing, showing little invention or adaptation. They 
saved little and drew increasingly on foreign capital.  
 Cultural triumphalism combined with petty downward 
tyranny made China a reluctant improver and a bad learner. The 
paradox of the superiority complex is its intrinsic insecurity and 
brittleness. Clocks served a twofold purpose: entry ticket for the 
Roman church and an argument for Christianity superiority. The 
Chinese never learned to make modern guns. Worse yet, having 
known and used cannon as early as the 13th century, they had let 
knowledge and skill slip away. Their city walls and gates had 
emplacements for cannon, but no cannon. Who needed them? 
No enemy of China had them. European technology was incre-
mental; each gain led to further gains. The Chinese record of 
step-forward, step-back, signaled an entirely different process. 
There was no proposal that did not incite resistance; no novelty 
that did not frighten vested interests. Fear of reprimand (or 
worse) outweighed the prospect of reward. A good idea brought 

credit to one’s superior; a mistake meant blame for subordi-
nates. This is a characteristic weakness of large bureaucracies, 
whether public or private. The explanation of large-scale failure 
and success is complicated, but that is what history is all about.  
 Science and technology were 2 sides of the same coin. 
The response to new knowledge of either kind is of a piece. The 
society that closes its eyes to novelty from the one source has 
already been closing it to novelty from the other. The Chinese 
formally worshipped their intellectual ancestors--Confucianism, 
with its easy disdain for scientific research. At first unbelieving 
and contemptuous, China grew anxious and frustrated. The Brit-
ish saw 2 embassies dismissed with contempt. The 3rd time, in 
1839, they came in gunboats and blew the door down. Other 
Western nations followed suit, and then the Japanese, with their 
own pretension to dominion. 
 The Chinese empire was restless, the people unhappy, 
the mandarinate divided, the rulers insecure the. The Qing dyn-
asty (1644-1912) was of Manchu origin. A small nomadic peo-
ple of perhaps 1 million seized a nation of hundreds of millions 
and held them captive for 250 years. Europe’s greatest gift to 
the people that thought it had everything was new crops (pota-
toes, sweet potatoes, peanuts) that could grow on otherwise bar-
ren, upland soils. The Chinese population grew sharply and 
when food supply leveled off, famine, hunger, and civil unrest 
returned. The foreigner became a focus of fear and hatred, the 
presumed source of difficulty, oppression, and humiliation. The 
historian finds himself caught up in the campaign to justify their 
past, to assert their dignity, to salve their wounds. Europe’s 
great virtue was, unlike China, it was a learner.  
 Instead of that tame, quiet, orderly, servile disposition 
which makes the Chinese the prepared and ready subjects of 
despotism, the Japanese have a character marked by energy, 
independence and a lofty sense of honor. The Japanese vied 
with one another to learn the secrets of the Europeans. They 
copied their arms, imitated their timekeepers, and converted in 
large numbers to Christianity. And still felt superior. Perhaps 
300,000-700,000 were Christians in a population of 18 million. 
Then in 1612, Tokugawa banned the Christian religion. Chris-
tians were compelled to publicly renounce. 37,000 who refused 
were killed at Shimabara in 1637-38. In 1671, they ensured that 
no more Catholics would be born by requiring all births to be 
registered with Shinto or Buddhist religious affiliation. This 
procedure lasted over 100 years.  
 Religious persecution led to Japan’s commercial and 
cultural isolation.  In 1616, all foreign merchant vessels, except 
Chinese, were barred from ports. From 1637, no Japanese was 
allowed to leave the country by whatever means. All of this was 
part of a larger process of self-petrification. The aim: freeze the 
social order, fix relations of social and political hierarchy, pre-
vent disagreement and conflict. The gun was also banned. Un-
like the Chinese, they made clocks on a large scale. The Chinese 
were the only foreigners not called barbarians. With this rule by 
the strongest the normal pattern, came the weakness of heredity 
kingship. The samurai hated to fight with guns, which they saw 
as demeaning and dishonoring.  
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 The Japanese knew they were superior, and because 
they knew it, were able to recognize the superiorities of others. 
The 1st military model was the French army; but after the defeat 
of France by Prussia in 1870-71, they decided that Germany had 
more to offer. England offered a lesson in self-development. 
Once a small insular nation—like Japan—England had system-
atically pursued a policy of self-aggrandizement. First came 
those tasks ordinary to government: a postal service, a new time 
standard; public education (for boys and then for girls as well); 
and universal military service. Education and military service 
instilled discipline, obedience, punctuality, and a worshipful 
respect of the emperor. Universal military service wiped out 
distinctions of class and place. Declassed aristocracies every-
where try to turn blue blood, patrician profiles, and grand man-
ners into coin. The long haul to parity needs not so much money 
as people—people of imagination and initiative.  
 The government played a critical role, financing recog-
nizance abroad, bringing in foreign experts, building installa-
tions, and subsidizing commercial venture. But more important 
were the talent and determination of Japanese patriots. Japan 
was the 1st non-Western country to industrialize. Other countries 
imported foreign technicians to teach their own people; the Jap-
anese largely taught themselves. Other countries imported for-
eign equipment and did their best to use it. The Japanese modi-
fied it and made it better themselves.  
 The literature of the British Industrial Revolution is full 
of tales of abuse, especially of those so-called parish apprentices 
who were assigned to textile mills to relieve the taxpayers of 
welfare burdens. The most common ailment of these wretchedly 
unhappy children was a nervous stomach. Small wonder that 
many fell victim to sexual predators and went on to prostitution.   
The Japanese had no day of rest, no sabbath. They had a more 
intense sense of group responsibility; the indolent, self-
indulgent worker would be hurting not only himself but the rest 
of the family. In a country without regular religious instruction 
and ceremonial, school was the temple of virtue and morality--a 
Japanese version of Weber’s Protestant ethic.  
                   Britain instituted compulsory education soon after 
the Restoration. So poor was farm life, that life in the mills 
could be attractive by comparison. The national persona gener-
ated a harvest of ingenious adaptations of Western technologies, 
that made much of little and drew extraordinary output from 
people who, in other societies, would have resorted to massive 
sabotage and exit. Individualism was an enormous advantage in 
the pursuit of economic wealth in the centuries preceding the 
Industrial Revolution. But once the Japanese saw the path they 
wanted to follow, their collective values proved a fabulous as-
set.  
 The explosion of passion and commitment was the 
most important feature of Eurasian history in what we may call 
the middle centuries. In anticipates the potency of the later Eu-
ropean imperial sweep, which would go even wider and deeper. 
The critical difference between 2 pushes of power is the place of 
technology. The first—the Muslim-rested on old ways but new 
men, on the fighting zeal of fast-moving, horse-mounted warri-

ors. The 2nd—the European push—was based on superior fire-
power and moves by profit.  
 When the European powers met colonial resistance and 
the cost of staying rose, they packed up and got out (India is the 
prime example), often at heavy cost to newly free native peo-
ples. The expulsion of the Christian crusader kingdoms of the 
Levant became a kind of paradigm, a metaphor for all time. But 
insofar as Islam links faith to power and dominion as it does, the 
loss of might relative to infidel societies became a source of 
profound despair or active anguish.  
 From the 17th century on, no one who looked around 
could be blind to the shifting balance of world power. Islam had 
become an economic and intellectual backwater. History had 
gone awry. Moghul India and the Ottoman empire were aristo-
cratic (despotic) empires in the classical mold: societies divided 
between a small elite and a large mass of fleeceable subjects. 
Nobles and officials held limitless power and had a monopoly 
of violence. Below the divider, people had no rights, no securi-
ty; only duties and submission. Recruitment into the armed 
forces could only be a form of servitude. Fighters tended to be 
either slaves or mercenaries, wanting in zeal and loyalty. One 
invader after another had come in across the northwest passes 
and imposed its rule on the Indus and Gages basins; but the 
south had always held out, tenacious in its linguistic and cultural 
nativism. The British changed everything. They brought the 
administrative experience and superior technology that permit-
ted a tiny force to govern a docile people thousands of times 
more numerous.  
 In despotisms, it is dangerous to be rich without power. 
In the long run, autocracies suffer from 2 intrinsic weaknesses: 
the accidents of heredity and the problem of succession. Succes-
sion, meanwhile, is defined by social and political convention.  
Multiplication of spouses and concubines and the proliferation 
of descendants posed the question of legitimacy. As the gap 
between Christian and Muslim grew, the Turks could not even 
make use of pieces captured in battle.  
 Islam’s greatest mistake was the refusal of the printing 
press, which was seen as a potential instrument of sacrilege and 
heresy. Nothing did more to cut Muslims off from the main-
stream of knowledge. The balance of economic forces tilted 
steadily against the Ottomans, while a series of military defeats 
undermined their assumptions of superiority. The evil was con-
stitutional, founded in religious dogma and inculcated by habit.  
The Ottoman state was a plunder machine which needed booty 
or land to fuel itself, to pay its way, to reward its officer class. 
The continued advance of European technology nailed shut the 
coffin of Ottoman industry. They did not know enough or have 
the capital; they could not count on political stability.  
 Egyptian society and culture have not changed much in 
the fundamentals that determine vocation and performance. Nor 
have other Middle Eastern societies. They simply haven’t de-
veloped an advanced economy. Like the Spain of yesteryear, 
they’ve purchased the skills and services of others rather than 
learned to do things for themselves. Is an Arab country rich that 
cannot make a brick, or a motorcar, or a book? The only gain is 
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precarious and in the long run evanescent. Petroleum is a wast-
ing asset (it will not last forever); it invites opportunists and 
predators, private and public. So, we have breaches of cartel 
agreements, or naked land grabs, as Iraq in Kuwait. The richest 
have lots of oil and few people (Saudi Arabia, Kuwait); the 
poorest have little oil and lots of people (Egypt). The rich pay 
off potential rebels or enemies or order costly arms from ad-
vanced industrial nations in the hope of getting their protection. 
The poor countries (Pakistan) make children and, when possi-
ble, export them; or sell them to richer co-religionists as serv-
ants, menial labor, or sources of pleasure. Rich or poor, they are 
despotisms, where leaders are not responsible and actions are 
unpredictable. The culture does not generate an informed and 
capable workforce; continues to mistrust or reject new tech-
niques and ideas that come from the enemy West; and does not 
respect such knowledge as members do manage to achieve, 
whether by study abroad or by good fortune at home. 
 Customs go way back; and once sanctified by holy 
writ, they took on authority and rigor. The economic implica-
tions of gender discrimination are most serious. It cannot com-
pete with other societies that ask performance from the full pool 
of talent. In general, the best clue to a nation’s growth and de-
velopment potential is the status and role of women. This is the 
greatest handicap of Muslim Middle Eastern societies. Today. If 
we view gender relations as a continuum running from nothing 
to full equality, the Muslim countries, and especially the Arab 
Muslim countries, would bottom out the scale.  
 The scope of competition and level of performance 
required to compete is far greater now than it once was. Failure 
to keep up generates its own immune reactions. The huge oil 
windfall has been a monumental misfortune. It has intoxicated 
rulers, henchmen, and purveyors who have slept on piles of 
money, wasted it on largely worthless projects, and managed to 
exceed their figuratively limitless resources. Violence is the 
quintessential, testosteronic expression of male entitlement.  
 In 1890 Japan, only 30% of eligible girls attended 
school; 20 years later, it was 97%. Priorities were the key: coun-
try and household first; gender next. The role of a woman was a 
toiler, consumer, saver, manager, and she always, both by right 
and by necessity, had access to public space. But Japanese 
women did not yet have political rights. Japanese men have 
enjoyed a sense of sexual privilege and superiority, which 
sometimes emerges on jam-packed subway trains, where ano-
nymity protects. In a society where male commuters have little 
time for wife and children, single women do not want for atten-
tion.  
 European overseas empires began in the 15th century 
and ended in the 2nd half of the 20th century. Merchants sought 
trade, not territory. But when they ran into trouble, they called 
on their home governments for help—and they typically pitched 
in. “Old” empires were the territories taken from about 1500-
1800. “New Imperialism” began in the late 1860s, as eyes 
turned to exploitable workers abroad. Africa in particular, but 
also pieces of Asia and Pacific islands became targets of oppor-
tunity, for all the major European nations. When the dust had 

settled, all of Africa lay under one or another European gov-
ernment. The only exceptions: Liberia, an American project for 
returning blacks to their home; and Ethiopia, which the Italians 
tried to grab and failed. Thanks to repeating rifles and machine 
guns, grabbing and killing were now easy. European economies 
gained little from these exotic connections.  
 Latin America, once divided between Spain and Portu-
gal, became formally independent by the 1820s. Threat of 
American intervention now entered the calculus. Although the 
colonialists often left behind an infrastructure, the ability of the 
ex-colonies to neglect and run down their material legacy was 
stunning. Those accustomed to blame material failure on foreign 
wrongs now decided that exploitation had merely assumed new 
guises.  
 Since independence, the heterogeneous nations that we 
know collectively as the South or as the 3rd World have 
achieved widely diverse results, ranging from the spectacular 
success of East Asia to mixed results in Latin America to out-
right regression in such places as Burma and much of Africa. 
Some countries have made something of the colonial legacy; 
others have run down what the colonial power left behind and 
not learned to replace it. Still others were left little. The French 
did little to educate their subject peoples.   
 A principle aim of imperialism has been to extract 
wealth and labor, more than was available at a free market price. 
Almost all imperialisms have brought material and psychologi-
cal suffering for the subject people; but also, material gains, 
direct and indirect. The gain to natives was incidental, for im-
provements were made primarily for the ruling power and its 
commercial interests. The same holds true for health facilities, 
which initially served the masters. Yet motive matters less than 
consequences. In ex-colonies, projects are often the conspicuous 
consumption of rulers who prefer to spend (other people’s mon-
ey) for new, rather than care for old. The map of the colonial 
world was drawn by Europeans. The boundaries did not reflect 
the realities of place and people, laying the basis of irredentism 
and strife. And yet the new nations saw these artificial bounda-
ries as sacred, for fear of what might replace them. The energy, 
resources, and potential goodwill of these successor states have 
been depleted in the process of defining themselves. A few (the 
best example is Korea) had something of a national identity. 
Others have suffered the instability and violence that accompa-
ny uncertain identity and legitimacy, careening from coup to 
coup.  
 Some imperial nations were better than others and their 
colonies did better after independence, The Spanish and Portu-
guese were bad, the Dutch and French less bad, and the British 
least bad because of their willingness and ability to invest in 
social overhead (railways in India, for example) and their reli-
ance on local elites to administer in their name. Korea and Tai-
wan are the exception. Most of the new postwar nations remem-
bered too well and took the wrong path. For most of the past 
century, the ruling orthodoxy has incorporated anticolonialism 
into a large vision (explanation of economic history). Over the 
course of the 20th century, resistance to imperial masters grew. 
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European ideals of freedom and the rights of man proved conta-
gious, and subject peoples learned from their master how to 
resist their masters. Empire, pride of the powerful, and consola-
tion of the little people lost legitimacy. WW2 dealt the coup de 
grace. One of the worst legacies of colonialism has been the 
explosion of ill-will against the former masters and their repre-
sentatives.  
 In Venice, the wool craft sank under the burden of tax-
es, key industries migrated to cheaper lands, and businessmen 
reinvested their fortunes in agriculture on the mainland. For the 
Dutch in Asia, other centers, advantaged by lower wages, 
learned to make the textiles and other manufactures that had 
been a mainstay of Dutch exports and shipping, and having 
learned, shut their doors against imports. The Dutch exported 
capital: they could get more for it abroad than at home. Culture 
came into Holland, defined patterns of recruitment, avenues of 
opportunity, and sources of satisfaction.  
 Britain succeeded Holland in the 17th century. A pair of 
naval wars displaced the Dutch as master of the seas and ex-
truded them from North America. British industry throve in a 
world that wanted cheap manufacture, the more so as improved 
transport steadily lowered the cost of delivery. In 1851 the Brit-
ish held the first worldwide exposition of technical and industri-
al achievement. The first hints of trouble for them came in 
American clocks and firearms, mass-produced with quasi-
interchange- able parts. Serious unease set in toward the end of 
the century linked to political changes with Germany’s sudden 
rise to primacy on the Continent. Germany had an educational 
system that was turning out large numbers of technicians, engi-
neers, and applied scientists. Britain had suffered relative de-
cline: other countries, once poorer, passed it by and become 
richer. When one’s country becomes smaller, one’s self be-
comes smaller. When one has known and enjoyed the greatness 
of Great Britain, ebb tide is hard to take.  
 Free trade became a matter a faith—faith not only in 
the gains from trade but also in the power of material progress 
and international exchange to create peace and love. The logic 
was economic, the rationality of comparative advantage. But the 
passion was moral. External costs (to the entrepreneur’s control) 
were greater in Britain, which was stuck with relatively narrow-
gage track, small freight cars, low bridges, and narrow, winding 
roads. Their reduced economies of scale and hurt mass produc-
tion. In the decades since WW2, one is inclined to define the 
British disease as a case of tardiness; entrepreneurial constipa-
tion. The British were late in exploiting newer fields and ways, 
stressing instead learning by doing. Job apprenticeship has its 
virtues and successes, but nothing is better calculated to pre-
serve the old and miss the possibilities of innovation. Part of the 
difficulty lay in British schooling: The Continental countries 
had created technical and scientific institutions as a matter of 
policy, whereas Britain had let this kind of education grow like 
a weed and had treated it, once grown, like a poor relation of 
“proper” schools and universities.  
 The invention of the automobile should have boosted 
British industry. No country had a longer tradition of machine 

manufacture and engineering; none so large a pool of skilled 
metal workers. They found it hard to follow the Americans in 
buying labor cooperation with general wage increases. British 
management did not want higher wages across the board. It pre-
ferred to target and reward the more productive workers. They 
offered piecework wages and sacrificed productivity to custom 
and individuality and felt virtuous for it. The big winners were 
the foreign auto makers, once they got their postwar act togeth-
er: 5% of the British market in 1965, 14% in 1970, 49% in 
1978, 48% in1982, and 2/3 in1984. 
 The 20th century divides neatly at 2 points: 1914 and 
1945. The 4 years of WW1 combat left 10 million dead and 
many more maimed and stunted. They also took a prosperous 
and improving Europe and left it prostrate. Colonial wars should 
have provided a warning, but the use of repeating and automatic 
weapons against “savages” left the confidence of the white man 
intact. The losses of war were compounded by the blunders of 
peace.  
 While Americans save less than Japan, they put their 
savings to better use. The Japanese, like the Germans, built their 
recovery on work, education, and determination, helped by 
American financial assistance. The aim was to parry the per-
ceived Russian threat. Prewar Japan had been convinced that 
control of raw materials was a reason for power and wealth, and 
indeed had gone to war to secure this control. Now they had lost 
everything and found to their surprise that raw materials can be 
delivered on competitive terms anywhere in the world. They 
had more to gain by buying than by grabbing. The Japanese are 
the proudest of people, but that very sense of pride raises humil-
ity to an art and virtue. 
  Before the war, Japanese goods were scorned as rub-
bish. The last had become first, and Japanese cars, cameras, 
TVs, and minicomputers set the industrial standard. They were 
inspired by the American example. It was the Japanese ethic of 
ethic of collective responsibility that made for effective team-
work. European and American examples: protect until you’re so 
strong you don’t have to worry about competition. Most econ-
omists and politicians recognize the advantages of free trade. 
With the US leading the way, diplomacy and expertise urged 
everyone to open up. America followed the British precedent of 
a century earlier. But no country was so effective as Japan in 
enforcing nontariff barriers, believing that producers are more 
important than consumers.  
 Taiwan, Korea, Singapore, and Hong-Kong were for-
mer Japanese colonies. In all 4, their primary asset has been a 
work ethic that yields high product for low wages; and, as in 
Japan, an exceptional manual dexterity that comes from eating 
with chopsticks--especially useful in micro-assembly. Their 
technique of “just-in-time” and “lean production,” quality con-
trol, and labor-management partnership enabled their suprema-
cy.  
 In the Middle East cultural attitudes, and gender biases, 
inhibit industrial undertakings. One result is high rates of unem-
ployment and underemployment, made worse and angrier by 
education: people who have been to school expect more. The 
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African continent abounds in projects and disappointments. 
Failure hardens the heart and dims the eye. Latin America has 
had almost 200 years of political independence. This pattern of 
arrested development reflects the tenacious resistance of old 
ways and vested interests.  
 The Aral Sea, once the 4th largest body of freshwater, 
is today is a dying hole, a third of its former volume, It is the 
place. The event was the meltdown of the atomic power reactors 
at Chernobyl in 1986. The socialist command economy was 
tarred with incompetence, credulity, stupidity, and indifference 
to the public weal. It is now clear that the political repercussion 
from Chornobyl accelerated the collapse of the Soviet empire. 
Pretense and promises are vulnerable to truth and experience. 
Communism lost its legitimacy. The Soviet Union collapsed, 
not by revulsion, but of abandonment. 
 All the ills that have hurt Latin America and the Mid-
dle East are exponentially compounded in sub-Saharan Africa.  
City and country are at war with each other. The new bureau-
crats try to squeeze the land and pay less than market value for 
labor. The farmers hold back or give up. Ever renewable plan-
ners and technicians seem to use projects as children might a 
dollhouse. Yet nothing is more inebriating and seductive than 
making a world and feeling virtuous for it. Colonial govern-
ments were liable to temptations, which held out the irresistible 
promise of doing well while doing good. New nations were 
pressed into the corset of representative government, a form 
alien to their own traditions and unprepared by colonial pater-
nalism. The governments produced by this strong-man rule have 
proved uniformly inept, with a partial exception for pillage. 
Bureaucracy has been inflated to provide jobs for henchmen; the 
economy squeezed for its surplus.  In the midst of this anarchy 
international relief agencies tried to keep refugees alive but had 
to break off every time marauders drew near. 
 Good government is not to be had for the asking. It 
took Europe centuries to get it, so why should Africa do so in 
mere decades, especially after the distortions of colonialism? In 
a fragile world, good policies are hostage to fortune. The clocks 
go backward as well as forward. From a world of great and little 
empires and kingdoms, we have become a world of nation-
states, some far richer and stronger than others. We suffer from 
asymmetry between our knowledge of nature and our 
knowledge of man, between outside awareness and self-
ignorance. Over the 1000 and more years of what most look 
upon as progress, the key factor—the driving force—has been 
Western civilization and its dissemination: the knowledge, the 
techniques, the political and social ideologies. This dissemina-
tion flows partly from Western dominion, for knowledge and 
know-how equal power; partly from Western teaching; and part-
ly from emulation. Reason will triumph because reason pays. 
More is better and, in choosing goals material achievement, is 
the best argument. Economists and business people tend to be 
optimists. Optimism has to do, above all, with increase of 
wealth.  
 If we learn anything from the history of economic de-
velopment, it is that culture makes all the difference. Yet cul-

ture, in the sense of the inner values and attitudes that guide a 
population, frightens scholars. Criticisms of culture cut close to 
the ego, injure identity and self-esteem. Economists are not 
alone in asking why some people—the Chinese, say-- have long 
been so unproductive at home and yet to enterprising away. One 
could have foreseen the postwar economic success of Japan and 
Germany by taking account of cultures. The same with South 
Korea vs. Turkey, Indonesia vs. Nigeria. On the other hand, 
culture does not stand alone. The determinants of complex pro-
cesses are invariably plural and interrelated. Mono-causal ex-
planations will not work. The same values thwarted by “bad 
government” at home can find opportunity elsewhere.  
 Gains from trade are unequal. Comparative advantage 
is not the same for all and some activities are more lucrative and 
productive than others. Some people find it easier and more 
agreeable to take than to make. This temptation marks all socie-
ties, and only moral training and vigilance can hold it in check.  
 
[{This major work is a narrative curation of the history of the 
world which traces how geography influenced culture, which 
influenced relative processes of prosperity—including both their 
rate and their lack.} The discomfort of heat exceeds that of cold. 
A law against property is a law against industry. The persecu-
tor’s greatest loss is self-inflicted. Literate mothers matter. The 
best clue to a nation’s growth and development potential is the 
status and role of women. Europe’s development difference was 
culture, values, and initiative. Good government is not to be had 
for the asking. It took Europe centuries to get it. Motive matters 
less than consequences. Reason will triumph because reason 
pays. If we learn anything from the history of economic devel-
opment, it is that culture makes all the difference Temptation 
marks all societies, and only moral training and vigilance can 
hold it in check.] 
 
 
 
 


