
C o n t e n t s

P r e f a c e  •  1

Why Egyptians filled  Tahrir Square to bring down Hosni Mubarak 
and what it means fo r our understanding o f the causes o f 

prosperity and poverty

1.
S o  C l o s e  a n d  Y e t  S o  D i f f e r e n t  •  7  

Nogales, Arizona, and Nogales, Sonora, have the same people, 
culture, and geography. Why is one rich and one poor?

2.
T h e o r i e s  T h a t  D o n ’t  W o r k  •  4 5  

Poor countries are poor not because o f their geographies or cultures, 
or because their leaders do not know which policies w ill enrich 

their citizens

3-
T h e  M a k i n g  o f  P r o s p e r i t y  a n d  P o v e r t y  •  7 0  

How prosperity and poverty are determined by the incentives 
created by institutions, and how politics determines what 

institutions a nation has

4 *
S m a l l  D i f f e r e n c e s  a n d  C r i t i c a l  J u n c t u r e s :  

T h e  W e i g h t  o f  H i s t o r y  •  9 6  

How institutions change through political conflict and how 
the past shapes the present
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5-
“ I ’v e  S e e n  t h e  F u t u r e ,  a n d  I t  W o r k s ” : 

G r o w t h  U n d e r  E x t r a c t i v e  I n s t i t u t i o n s  •  1 2 4  

What Stalin, King Shyaam, the Neolithic Revolution, and the 
Maya city-states all had in common and how this explains why 

China’s current economic growth cannot last

6.
D r i f t i n g  A p a r t  •  1 5 2  

How institutions evolve over time, often slowly drifting apart

7 -
T h e  T u r n i n g  P o i n t  •  1 8 2  

How a political revolution in 1688 changed institutions in 
England and led to the Industrial Revolution

8.
N o t  o n  O u r  T u r f :  B a r r i e r s  t o  D e v e l o p m e n t  •  2 1 3  

Why the politically powerful in many nations opposed the 
Industrial Revolution

9 -
R e v e r s i n g  D e v e l o p m e n t  •  2 4 5  

How European colonialism impoverished large parts o f the world

1 0 .
T h e  D i f f u s i o n  o f  P r o s p e r i t y  •  2 7 4  

How some parts o f the world took different paths to prosperity 
from  that o f Britain

1 1 .
T h e  V i r t u o u s  C i r c l e  •  3 0 2  

How institutions that encourage prosperity create positive feedback 
loops that prevent the efforts by elites to undermine them
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12.
T h e  V i c i o u s  C i r c l e  •  3 3 5  

How institutions that create poverty generate negative 
feedback loops and endure

13-
W h y  N a t i o n s  F a i l  T o d a y  •  3 6 8  

Institutions, institutions, institutions

14-
B r e a k i n g  t h e  M o l d  •  4 0 4  

How a few  countries changed their economic trajectory by 
changing their institutions

15-
U n d e r s t a n d i n g  P r o s p e r i t y  a n d  P o v e r t y  •  4 2 8  

How the world could have been different and how understanding 
this can explain why most attempts to combat poverty have failed

A c k n o w l e d g m e n t s  •  4 6 3

B i b l i o g r a p h i c a l  E s s a y  a n d  S o u r c e s  •  4 6 5

R e f e r e n c e s  •  4 8 3

I n d e x  •  5 1 1


