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Evolution of the Global Economy

A Brief Historical Overview   



Evolution of World GDP Per Capita (1800=1)



• In 2000, world GDP was about 90 times higher than in 
1700.

• World population increased by about 10 times during 
this period (it was about 600 million in 1750), thus 
world GDP per capita increased by about 9 times 
(800%) during this period of 300 years.

• In contrast, world GDP per capita is estimated to not 
have increased at all from about 1000 BC to about 1800 
– a period of 2800 years.   

• At the start of the “industrial revolution” (circa 1750), 
contemporary observers thought that this will probably 
be a temporary phenomenon – previous growth spurts 
had not gone much further in the past. 



• The term “industrial revolution” (IR) was not coined until about 
1840, and real wages were falling during the period 1750-1810. 
Indeed, some claim that real wages did not attain their previous 
peak (in about 1500) until the end of the 19th century. For 
example, the number of hours that a worker had to work in 
order to buy a given quantity of wheat kept rising from 1500 
until about 1880. 

• John Stuart Mill (leading British economist) stated in the 

1870s:  “It is questionable if all the mechanical inventions 
yet made have lightened the day’s toil of any human being. 
They have enabled a greater population to live the same 
life of drudgery and imprisonment, and an increased 
number of manufacturers and others to make fortunes. 
They have increased the comforts of the middle classes...”

. 



An example of Historical Household Spending 
Patterns

• Diary data  of a bricklayer’s family of 5 persons in Berlin in 
1800 indicates that its income was allocated as follows:         

Bread 44,2%
Meat and Milk 14.9%,
Legumes, Fruit, and Vegetables 11,5%, 
Rent 14,4%, 
Heating and Lighting 6,8% 
Clothing 6,1%. 

• In contrast, in 1450 in Germany agricultural workers had to 
be offered, by custom and law, a specified amount of meat, 
the quantity of which started declining after 1550. 



Explanations for the occurrence in time and place of 
the Industrial Revolution 

• a series of  (accidental?) inventions in Britain 
• the riches made from the slave trade or plundered from Bengal in 

the Seven Years War (1756-63) and the opening of the Asian 
markets to British capitalists

• the profits made from piracy have also played a role … Keynes 
(1928)  traced England’s success from the late 16th century, starting with a 
treasure Francis Drake had stolen from the Spaniards in 1580.. He wrote, “In 
that year he [Drake] returned to England bringing with him the prodigious 
spoils of the Golden Hind. Queen Elizabeth was a considerable shareholder 
in the syndicate which had financed the expedition. Out of her share she 
paid off the whole of England’s foreign debt, balanced her Budget, and found 
herself with about £40,000 in hand. This she invested in the Levant 
Company—which prospered. Out of the profits of the Levant Company, the 
East India Company was founded; and the profits of this great enterprise 
were the foundation of England’s subsequent foreign investment. Now it 
happens that £40,000 accumulating at 3.25 per cent compound interest 
approximately corresponds to the actual volume of England’s foreign 
investments at various dates, and would actually amount today to the total of 
£4,000,000,000 which I have already quoted as being what our foreign 
investments now are. Thus, every £1 which Drake brought home in 1580 
has now become £100,000. Such is the power of compound interest!”



Explanations for the occurrence in time and place of 
the Industrial Revolution 

• the emergence of a political system providing 
reasonable personal security and open to innovation, 
with sufficient dispersion of power and respect for 
individual property rights for a competitive economy to 
develop… 

• But the IR had asymmetric effects across the 
world…..



Per capita industrialization levels (UK in 1990=100) 

1750              1800            1900

France                    9                     9                  39
Germany                8                     8                  52
Italy                        8                     8                  17
Russia                     6                     6                  15
UK                         10                   16                100
US                            4                    9                  69
Japan                       7                    7                  12
China                       8                    6                    3
India                        7                    6                    1



Index of global value of useful human knowledge 
and global population

YEAR KNOWLEDGE  INDEX  POPULATION  (MNS)

8000 BC 1 3

1 4 170

1500 5 500

1870 16 1300

2018 420 7600





Shares in World GDP

Year France Germany Italy UK USA F. USSR China India Japan 

1 2,2 1,2 6,1 0,3 0,3 1,5 25,4 32,0 1,1

1000 2,3 1,2 1,9 0,7 0,4 2,3 22,7 27,8 2,6

1500 4,4 3,3 4,7 1,1 0,3 3,4 24,9 24,4 3,1

1600 4,7 3,8 4,3 1,8 0,2 3,4 29,0 22,4 2,9

1700 5,3 3,7 3,9 2,9 0,1 4,4 22,3 24,5 4,1

1820 5,1 3,9 3,2 5,2 1,8 5,4 33,0 16,1 3,0

1870 6,5 6,5 3,8 9,0 8,9 7,5 17,1 12,2 2,3

1913 5,3 8,7 3,5 8,2 18,9 8,5 8,8 7,5 2,6

1950 4,1 5,0 3,1 6,5 27,3 9,6 4,6 4,2 3,0

1960 4,1 6,6 3,5 5,4 24,3 10,0 5,2 3,9 4,4

1970 4,3 6,1 3,8 4,4 22,4 9,8 4,6 3,4 7,4

1980 4,1 5,5 3,7 3,6 21,1 8,5 5,2 3,2 7,8

1990 3,8 4,7 3,4 3,5 21,4 7,3 7,8 4,0 8,6

2000 3,4 4,2 3,0 3,3 21,9 3,5 11,8 5,2 7,2

2008 2,8 3,4 2,3 2,8 18,6 4,4 17,5 6,7 5,7



Support for International Trade Depends on  Historical Circumstances

• During the 19th century, some countries (Britain, the Netherlands) 
were ardent supporters of free trade (Britain’s share of world 
manufacturing exports was more than 40%), while others (Germany, 
Italy, Russia, US (the Civil War was an inter-country dispute regarding 
trade policy as well…), Japan) were using protection to promote 
import substitution – export expansion was not always a top priority.    

• From 1850 to 1914, unprecedented numbers of migrants and capital 
moved from Europe to the US, Canada, Argentina, Australia. 

• At the turn of the 20th century, Britain was lending to the rest of the 
world  6% of its GDP. Germany does this today, but it represents a far 
smaller share of the world economy than the UK did around 1900.  

• According to some measures, there was “more globalization” in 1910 
than in 2000.

• In 2008, China lent to the rest of the world $ 400 billion (it was the 
largest creditor in real terms ever!)  - a poor (in per capita income 
terms) country was the biggest creditor in history.   







Ad-Valorem Tariff Rates (%)
Manufactures Manufactures All Goods All Goods

1913 1925 1913 1925

Argentina 28 29 26 26

Australia 16 27 17 25

Belgium 9 15 6 8

Denmark 14 10 9 6

France 20 21 18 12

Germany 13 20 12 12

India 4 16 4 14

Italy 18 22 17 17

Netherlands 4 6 3 4

Switzerland 9 14 7 11

UK ---- 5 ---- 4

US 44 37 33 29



• From 1850 to 1914, unprecedented numbers of migrants and 
capital moved from Europe to the US, Canada, Argentina, 
Australia. 

• At the turn of the 20th century, Britain was lending to the rest 
of the world  6% of its GDP. Germany does this today, but it 
represents a far smaller share of the world economy than the 
UK did around 1900.  

• According to some measures, there was “more globalization” 
in 1910 than in 2000.

• In 2008, China lent to the rest of the world $ 400 billion (it 
was the largest creditor in real terms ever!)  - a poor (in per 
capita income terms) country was the biggest creditor in 
history.   



• From 1914 to 1945, the world economy went through a period 
of dis-integration. With the advent of the 1st WW, free trade, 
free movement of persons, free mobility of capital and the gold 
standard were replaced by various impediments and controls.  

• The 1st WW brought also the downfall of the Tsarist regime and 
its replacement by the world’s first Communist regime. This new 
government renounced Russian debts, thus annihilating a large 
part of France’s accumulated foreign wealth. 

• Britain was also forced to liquidate a large part of its foreign 
assets and contracted large debts to finance the war – a process 
that was repeated during the 2nd WW and lead to the demise of 
Britain from the status of economic superpower.

• After the 2nd WW, the world economy experienced 
unprecedented growth.  International trade was also growing 
fast during this period (at about twice the rate of GDP growth). 





































OECD Countries



Figures are per adult in USD  for 2018  (median wealth in parentheses)               
GDP     Wealth                                GDP       Wealth     

Argentina     21,137     11,530  (3,176)      Brazil            14,236       16,664      (4,263) 

Australia       77,007   411,060 (191,453) Bulgaria        10,603       23,984    (11,013)

China             12,147     47,810  (16,333)   Cyprus*         34,836    100,308     (10,384)

France           55,668   280,580  (106,827) Germany       57,955    214,893     (35,169)

Greece          24,524   108,127   (40,789)   India                 3,247        7,024      (1,289) 

Ireland         104,336  232,952  (72,473)    Israel              63,841     174,129    ( 54,966)
Italy                41,418  217,787  (79,239 )   Japan              47,980     227,235   (103,861)

Kazakhstan    14,069       5,122     (152)      Korea             38,534     171,739     (65,463)

Mexico           14,679    20,620    (5,784)    Nigeria              4,488         1,572          (208)

Portugal         27,830  109,362    (31,313)  Qatar              77,703     121,638     (59,978)                                              
Russia            14,500     19,997     (2,739)   Spain              37,672      191,177    (87,188) 

Sweden         72,188   249,765    (39,709) Switzerland 104,515      530,244   (183,339)  

Turkey           16,100     18,555      (2,677)  Ukraine              3,381          1,563         (40)

UK                  54,621   279,048   (97,169)   USA                  81,425     403,974    (61,667)

World Median Wealth : 4,209





% of Global Wealth Holders 













World FDI Inflows as % of World GDP (Globalization at Risk?)



2010 ( Blue: Deficit; Green: Surplus; Grey: No Data )



2018 ( Blue: Deficit; Green: Surplus; Grey: No Data )













The Changing Geography of International Liabilities



Globalized capital markets are back, but with a difference: capital 
transactions seem to be mostly a rich-rich affair, a process of 
“diversification finance” rather than “development finance.”













The Proliferation of Regional Trade Agreements


