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    Book Abstract


    Main Idea


    Ahead of any person lies their future with ambitions and dreams. To fulfil those ambitions and realize those dreams, people need to learn how to be successful with money.


    The basic principles of effective money management are:


    
      	Save at least 10-percent of all that you earn for an investment fund for the future.


      	Learn to live on 90-percent or less of your income.


      	Invest your accumulated capital into projects that will provide a safe, steady income, taking full advantage of compounding of the interest received.


      	Invest only in areas in which you have expertise or with people who are experienced.


      	Buy the house in which you live so you don’t waste any money on rent.


      	Have a realistic insurance program


      	Always keep working at various ways and means of increasing your income.

    


    Important Note About This Ebook


    This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.


    Summary of The Richest Man In Babylon (George S. Clason)


    1. The man who desired gold


    Main Idea


    While almost everyone concedes that money isn’t everything and that there are some things money cannot buy, it is also a fact that money is the medium by which earthly success is measured. From this perspective, wealth is a scorecard by which people measure themselves.


    Supporting Ideas


    Money represents success only through its ability to provide freedom to do things. It is not an end in and of itself – only a means to an end. The possession of sufficient amounts of capital makes possible the enjoyment of the very best services and goods the world has to offer.


    Many people have convinced themselves money has a way of avoiding them like the plague. This belief is usually based on their experience in which they are always cash short and scrambling to pay bills. In actuality, however, money is plentiful for anyone who understands the laws which govern its acquisition. To secure significant amounts of money, it is probably better to spend less time lamenting the bad luck of the past and more time focusing on the laws of acquisition of capital.


    Interestingly, throughout the ages, there have always been some people who have had more money than others. Was this just a stroke of luck on their part, or are there laws that make this possible?


    Anyone who accepts that luck plays a major role has as good a chance as anyone else to strike the jackpot during their lifetime. However, depending on luck rather than effort also means the same person is willing to accept that nothing can be done to change whatever destiny luck allocates.


    A far better approach is to believe that money can be attracted and governed by set laws and principles, and to focus on learning and applying those laws to reap the rewards.


    Key Thoughts


    “A man’s wealth is not in the purse he carries. A fat purse quickly empties if there be no golden stream to refill it. Arkad has an income that constantly keeps his purse full, no matter how liberally he spends.”


    – Kobbi


    2. The richest man in Babylon


    Main Idea


    The key principle at the very foundation of any program designed to generate wealth is at least one-tenth of all that a person earns is theirs to keep.


    Supporting Ideas


    Anyone with a desire to accumulate wealth and put it to good use requires two things:


    
      	Time.

        All men actually have this in abundance, but only a few put it to use making themselves wealthy. Instead of looking for constructive, useful ways to apply the resource of time, many people fill their lives with diverse activities which simply help them to pass the time.

      


      	Study.

        There are two kinds of learning that are useful to anyone seeking to generate wealth – learning about specific subjects and learning how to find out what is not commonly known about any topic. Both kinds of learning are useful and valuable.

      

    


    There are several basic principles which apply to the acquisition of wealth:


    
      	Live on less than you earn.


      	Most people labor to pay their bills. They feel successful when they have been able to get to the end of the month and pay all their accounts and obligations. Yet, at best, this is just treading water from the perspective of building wealth.


      	A real change in perspective comes when a person makes a commitment to pay themselves first each month, before anyone else. It can be as much or as little as thought wise, just so long as the amount saved is one-tenth or more.


      	The vast majority of people are accustomed to spending everything they have available. Therefore, if a person pays themselves first and then lives on the remainder of their income, their lifestyle will adjust accordingly. Before long, the person will not even be aware they are living on less, and their capital reserves will gradually increase.


      	There is a tremendous feeling of pride, self-control and progress which comes from the establishment of a regular savings program. In everyone’s lifetime, a lot of money passes through their hands over the years. If a person will keep just a small proportion of that money, they will eventually have a sizeable pool of capital available.


      	Seek advice from those who are competent to give it through their own experiences.


      	Once capital starts to build up, a vast array of investment opportunities will present themselves. Some of these will be genuine, some sinister, but the bulk will be doomed to failure with only a marginal chance of succeeding.


      	The key factor in looking at any proposal is to examine the background of the people making the proposal. Have they actual experience in that field of business, or are they simply giving you an opportunity to use your capital in pursuit of their idea?


      	Another key principle is to make the children of your savings also work for you.


      	The accumulation of wealth moves forward much quicker when a person allows the effect of compound interest to work in their favor. Instead of frittering away the interest received on capital accumulated, put that interest out to work in other projects which have the potential to earn additional income.


      	In that way, the small stream of wealth accumulation that is started by always paying yourself first and keeping a portion of all that is earned turns into a mighty river with force and power to move ahead strongly.

    


    The accumulation of wealth should be an exciting and adventurous project rather than a source of misery. Make the journey into an adventure and start enjoying that now, rather than waiting for some magic threshold to be reached at which point you can start having fun.


    Life is full of many good things which are worthwhile and good value for money. Don’t become so focused on saving that you miss out on all the good things there are to enjoy along the way.


    Key Thoughts


    “If you have not acquired more than a bare existence in the years since we were youths, it is because you either have failed to learn the laws that govern the building of wealth, or else you do not observe them.”


    – Arkad


    “The thoughts of youth are bright lights that shine forth like meteors that oft make brilliant the sky, but the wisdom of age is like the fixed stars that shine so unchanged that the sailor may depend on them to steer his course.”


    – Arkad


    “Wealth, like a tree, grows from a tiny seed. The first copper you save is the seed from which your tree of wealth shall grow. The sooner you plant that seed, the sooner the tree shall grow. And the more faithfully you nourish and water that tree with consistent savings, the sooner you may bask in contentment beneath its shade.”


    – Arkad


    “Wealth grows wherever men exert energy. If a rich man builds him a new palace, is the gold he pays out gone? No, the bricklayer has part of it and the laborer has part of it and the artist has part of it. And everyone who labors upon the house has part of it. Yet when the palace is completed, is it not worth all it cost? And is the ground upon which it stands not worth more because it is there? And is the ground that adjoins it not worth more because it is there? Wealth grows in magic ways. No man can prophesy the limit of it.”


    – Arkad


    3. Seven cures for a lean purse


    Main Idea


    
      	Start thy purse to fattening


      	Control thy expenditure


      	Make thy gold multiply


      	Guard thy treasures from loss


      	Make of thy dwelling a profitable investment


      	Insure a future income


      	Increase thy ability to earn

    


    Supporting Ideas


    Anyone with a desire to accumulate wealth starts with an empty purse which they hope their life’s labors will fill to overflowing.


    The steps in doing this are:


    
      	Start thy purse to fattening.

        Every person earns a great amount of money over the course of their entire working life. If they were to put aside one-tenth or more of the money that passes through their hands year in and year out, they will have access to a significant pool of capital on which to begin accumulating wealth.


        Expenses have a way of expanding along with a person’s income. The more a person earns, the more it seems they need to spend to live in the lifestyle to which they are becoming accustomed.


        This can also be used to the advantage of the person trying to accumulate wealth. If you adjust your thinking to live on just 90% of your income, before long you won’t even feel like you’re missing out on anything by having a regular saving program.

      


      	Control thy expenditure.

        Never confuse necessary expenditure with desires. Most people have more desires than their earnings can meet. Some people also work under the mistaken impression that a wealthy person can have absolutely anything they desire - if they just have enough money. In reality, even people with great capital reserves have desires which are unfulfilled.


        To develop a regular savings program, distinguish between necessary items and desires in your own lifestyle. Look at which desires you can leave unsatisfied without any regrets. Those are the items that should give way in order to enable a regular savings program to become part of your life.


        Probably the only practical way to maintain a regular savings program is to establish a budget.

      


      	Make thy gold multiply.

        While it is highly satisfying to have a regular savings program, this is just the start of a wealth accumulation program. The trick is to put that gold out to work in other projects which will generate additional earnings.


        A key to any man’s wealth is the establishment of an ongoing income stream which can generate wealth irrespective of any other factors. In this regard, capital reserves accumulated through savings should be applied to other profitable projects.

      


      	Guard thy treasures from loss.

        Accumulated capital has a way of attracting a large number of unlikely projects on which it can be frittered away.


        The first principle of making a sound investment is to protect the capital invested.


        Before investing capital in any business field, become familiar with the dangers and pitfalls that can occur. It is far better to generate additional income more slowly than to lose your principal amount.


        In particular, take advice from people who have experience in handling money for profit. They are more likely to be able to save a person from losing their original capital investment.


        The ideal characteristics of an investment are that the principal is safe, it can be reclaimed whenever required and it earns a fair rental.

      


      	Make of thy dwelling a profitable investment.

        If a person is living on 90% of his income and can set aside a portion of that income into a profitable investment then he is accelerating the growth of his fortune. The way to achieve this is by purchasing the house in which you live instead of renting.


        Money spent on renting a house can just as easily be applied to the servicing of a debt through which the home can subsequently be owned freehold.

      


      	Insure a future income.

        A wise person will prepare for the future by ensuring that a regular income is available when he is no longer able to work, or should he prematurely die. Irrespective of the present income stream a person has, a portion of all income should be applied to a regular savings program (separate from the wealth accumulation fund) which will provide income in the future.


        In the case of insurance, the wealth builder should take out necessary insurance to provide a large sum of capital for the family’s future well-being in the event of an early death.


        Increase thy ability to earn.


        Every wealth builder must constantly be on watch for ways in which earning power can be increased. This may take the form of increased education or training, more dedication or even a complete change of career.


        For the majority of people, however, there is room to enhance earning power within the profession they are already in. An increase in desire coupled with persistence, concentration and more wisdom are the most common ways to increase earning power.

      

    


    Key Thoughts


    “Many things come to make a man’s life rich with gainful experiences. To respect himself, a man must pay his debts with all the promptness within his power, not purchasing that for which he is unable to pay. He
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    Supporting Ideas


    
      	Gold comes greedily in increasing amounts to any person who will save not less than one-tenth of their earnings to create an estate for the future well-being of their family.


      	Gold labors diligently for the person who wisely selects a profitable way to apply it.


      	Gold clings to the possession of the cautious investor who seeks the advice of people with investment experience.


      	Gold slips away from the person who invests in business fields which are unfamiliar or which are not used by those without experience in investments.


      	Gold flees the person who forces it to try and generate impossible earnings or who follows the advice of tricksters or confidence men, or who trusts it to his own inexperience and romantic desires in investment.
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      	Some of the most persistent people seeking funding usually are close family members. Most of these projects will turn out to have only a marginal chance of succeeding at best, and more likely most projects will have virtually no likelihood of success at all.


      	Even worse, if you invest in a family member’s project that does not succeed, the borrower will resent you even more. It’s a no-win situation that should be avoided at all costs.


      	The safest loans are made to people who have possessions far outweighing the value of the loan required. In this situation, the lender can act secure in the knowledge that other assets can be sold to repay the loan if required.


      	People in the throes of great emotional upheavals rarely make good investment decisions. Avoid them.


      	People who borrow for successful business projects tend to be absolutely prompt in their repayments. People who borrow to repay money lost through their indiscretions rarely make a habit of promptly making repayments.


      	Merchants who have knowledge and experience in their field of trade make excellent credit risks. By financing the business activities of these merchants, wealth is generated for the entire city.


      	Capital reserves have a way of slipping away from anyone unskilled in applying it wisely. Therefore, first seek security of the principal when evaluating any investment proposition. Next look for safe, dependable and steady ways to make the capital increase.
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      	This plan is designed to provide for future prosperity. Therefore, one-tenth of all that is earned is set aside for a long-term savings program.


      	Normal living expenses are required for the person in debt and their family. Therefore, seven-tenths of all that is earned is to be used for that purpose.


      	With the remaining two-tenths of income, visit creditors with a proposal. Set out the total amount of all debt and the plan to make regular payments to all creditors on a pro-rata basis until all debts are fully repaid. No creditors will receive preferential treatment but all are treated equally, and each receives regular payments in proportion to the total.
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