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Transition to Modern Economic
Growth

Recent historical accounting studies shed a new
ight on the economic growth before the
ndustrial Revolution.

Most countries experienced a recurrent pattern
of positive growth episodes, followed by growth

reversals.

The transition to modern economic growth
occurred gradually as growth reversals were
dampened and eventually eliminated.

This transition occurred first in Britain.




Japan in the pre-modern time

* Agricultural output is estimated from
information in temple and government
records and old encyclopedias.

e After 1600, data on crops harvested was made
available by Hideyoshi’s nationwide land
survey (1590).



Annual growth rates of
Japanese GDP per capita, 724-1874

Growth rate

(%)
725-1150 -0.02
1150-1280 0.11
1280-1450 0.00
1450-1600 0.05
1600-1730 0.00
1730-1800 0.29
1800-1874 0.22
F25-1874 0.04
1600-1874 0.13

Between 725 and 1730, there
were recurrent cycles of
acceleration and slowdown of
GDP per capita.

However, acceleration continued
after 1730, which prepared for
the take-off for the modern
economic growth.

Dampened growth reversals is
essential for the modern
economic growth to start.



GDP per capita levels in Europe and Asia,
725-1850 (1990 international dollars).

England/GB  Holland/NL  Italy Spain Japan China India
725 2l5
S00 207
980 1,247
1020 1,518
1050 1,458
1086 754 1,204
1120 1,063
1150 479
1220 679 957 552
1200 755 1,482 8957
13438 777 &/ 1,376 1,020
1400 1,020 1,245 1,601 885 960
1450 1,055 1,432 1,668 8389 5524 983
1500 1,114 1,483 1,403 8859 1,127
1570 1,143 1,783 1,337 590 963
1600 1,123 2,372 1,244 544 296 S77 682
1650 1,110 2,171 1,271 820 622 638
1700 1,563 2,403 1,350 8380 610 841 622
1750 1,710 2,440 1,403 910 640 685 573
1800 2,080 1,752 1,244 S62 732 397 269

1850 2,997 2,357 1,350 1,144 200 294 256




Escaping away from subsistence

e According to the World Bank, the subsistence
level of annual income per capita is $400.

e Japan’s GDP per capita stagnated at the
subsistence level for 725-1600.

* However, GDP per capita continued to rise
from $600 in 1600 to $800 in 1850.



Little and Great Divergence

* Little Divergence
— Between Britain and Holland in the North Sea area.

— Between ltaly and Spain in the Mediterranean
economies.

— Between Japan, China, and India in Asia.

 The whole story is not so simple as the Great
Divergence between Europe and Asia.

e Rather both continents contained dynamic
and stagnant parts.



Japan and China

* China was the richest country in the world in the
11t century, when it was ruled by the Northern
Song dynasty.

 However, China continued to stagnate long after
Japan became the growth leader in Asia in the
18th century.

 Japan’s rapid development in the 19t century
depends not only on the technology and ideas
imported from Europe, but also on the dynamic
internal forces that raised GDP per capita in the
early modern time.



Long-run Growth of Japan
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China was the richest
economy around 1000,
then declined.

In mediaeval time, both
northern and southern
Europe was richer than
China.

Japan’s GDP per capita was
as half as that of England
in the 16 century.



Mediaeval — Pre-Modern
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7 Southern Europe was richer than
v north-western Europe before 1550
* Since 1550, north-western Europe
overwhelmed southern Europe.
* China was richer than Japan until
1750, while Japan overcame China
since 1750.
e e Japan was highly decentralized. Each
; domain had a strong incentive to
develop economy.
e China was slow in innovation due to
w00 the high cost of concentration of
power to the emperor.
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Meiji
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USA and UK led had driven the
global economy until the WW1.
Their GDP per capita was $2000
in 1850 and $4500 in 1910.
France and Germany followed
USA and UK. Their GDP per
capita was $1500 in 1850 to
&3500in 1910.

Japan’s GDP per capita was over
S1000 In 1870 and still around
&1500in 1910.

China’s GDP per capita was less
than half of Japan’s GDP per
capita.
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The Inter-War period
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Both UK and US started as rich as 5000
in 1910, and achieved GDP per capita
7000 in 1940.

France and Germany started at the
comparable GDP level in 1910, but
Germany overwhelmed France in 1940.
(GDP per capita = 3000 to 5000).
Japan’s GDP per capita was 1500 in
1914, while it reached to 3000.
American and European economies
was seriously damaged by the Great
Depression, which did not hurt Japan
so much.

China continued to stagnated around
500 of GDP per capita.
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GDP per capita in 1990 international USS
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The Post-War period

The economic growth of the
leading economies was
amazing.

Among them Japan seemed to
catch up USA until 1990.

Since 1990, Japan’s GDP per
capita growth slowed down,
partly because of population

aging.
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Overview

fFE2 EHoLEALD - HHAD, £EGDP, EXiEE 1600-1874 4

A HER
LEAND | HEAD | B | AOBE EEMAINMES AEsX—X 1100 HA)
(1,000 A) | (1,000 A) (%) (NHET) [ s—pgam | 8—k@m | S=kEM |3 EEGDP)
1600 170 1.1 6.4 0.59 30.7 3.6 13 416
1721 31.29 3.96 126 1.09 48.81 843 20.36 77.60
1804 30.69 394 12.3 1.06 58.80 10.09 2440 93.30
1846 3221 3.96 12.3 5 6706 | 1170 28.14 106.90
1874 34840 | 3583 10.3 1.20 77103 | 15883 36.551 129.541
SR ED Y =7 (%) | AH LA | ADLA®%
‘ — 720 GDP | ) GDP(19%0
B R =K () EERRL)
1600 To7 3.8 17.5 245 667
1721 629 109 26.2 248 676
1804 63.0 10.8 26.2 3.04 828
1846 62.7 109 26.3 3.32 904
1874 59.5 123 282 | 372 1,013

Fukao et al (2017) History of the Japanese Economy, Volume 2, Iwanami Shoten, Tokyo
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Overview (1600-1874)

Population became twice (17mil->34mil).
Urban concentration of population (6%->10%)

Aggregate GDP measured in rice became triple
(41->129).

Share of primary sector (73%->59%)

Share of secondary sector (8%->12%)
Share of tertiary sector (17%->28%)

GDP per capita in 1990 dollars (667->1013)




Growth Rates

B. FHREE GEE, %)
SEAD | HHAL S EHL A I B (%) AL A7
| Oe) (%) | m—k@M | ok | S=kEmE [HEEDP) | ) XRGDP
1600-1721 0.51 1.07 0.38 071 | 035 ’ 0.52 0.0}
1721-1804 | —0.02 —-0.01 022 0.22 0.22 0.22 0.25
1804-1846 012 | 0.01 0.31 0.35 0.34 | 032 | 021
1846-1874 | 0.28 —0.39 050 | 110 0.94 0.69 041

E-ﬁ&lwmﬁmkkﬁﬁ'ﬁﬁ%éJ.ﬁﬁﬁ&'ﬁﬂtowf@.@@AQ@%]?%
1-1. FEHEAORSE 1 EFR1-3(7Z72L, RyFv—rEXZEERANOCHDETHILTVS),
EEAMIMMEREIFES 1§z o]

Fukao et al (2017) History of the Japanese Economy, Volume 2, Iwanami Shoten, Tokyo

* Population grew rapidly in the 17t century.

* Population growth rate declined in the middle of the Edo era.
* There is no stagnation.

* Growth in GDP per capita seems to be accelerating.
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International Comparison

4%&3 A1 AdH72D) GDP DR L E s He g
(BAf7 : 1990 FEEEE Fv)

1300 | 1400 1500 1600 1650 1700 1750 1800 1850

i %] il 1.053 1,041 1,037 887 1513 1,695 2,097 2,718
> i 674 920 1,119 2.049 2071 1,620 1,812 2,008 2371
N F— 896 | 1.223 1,487 1,589 1.445 1.375 1.361 1479 1.847
ARG 2T o 560 768 768 768 974 1.352 981 864 1,086
kg —ua v 705 1,000 1,083 1,203 1,239 1,473 1,489 1,686 2.132
4%V 7T 1477 1,596 1.398 1,243 1275 1.346 1.398 1,243 1,350
AR A 864 819 346 892 687 814 783 916 1.079
R AW 742 742 742 933 1,059 898 1,216 1,002 923
mI—ay N 1,216 1,271 1,163 1,112 1,072 1,135 1.173 1,113 1,222
A 839 1,146 1,146 807 948 939 1,050 986 1,428
K= F 562 562 702 810 810 269 569 634 634
BRI —T v N 698 &19 &80 809 871 728 766 796 1,015
28 1,076 1,032 990 865 977 1.103 T4 614 600
£ 7 F 682 682 632 682 638 622 573 569 556
HA 539 560 | 399 667 672 677 753 829 905
77 §54 | 836 819 | 775 | 798 | 827 | 663 | 610 | 599
¥ - ) A —fE#EEH, P E I Broadberry. Guan, and Li (2017). Zp o E - Hsid

Broadberry (2016). #BBIOKEIZAOTMEL RS RDOFEEE o TWEA. TV

TOA—EHSETFAHL THIABL TH 5.

Fukao et al (2017) History of the Japanese Economy, Volume 2, Iwanami Shoten, Tokyo
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International Comparison (1300-1850)

* Great Divergence is observed between the west
and the east: The western economy
overwhelmed the eastern one.

* Regional divergence in the west: The
northwestern Europe (UK and Netherland) caught
up the southern Europe (ltaly and Spain) in 16t

century, and pulled far ahead of the latter since
then.

* Regional divergence in the east: Japan caught up
and ran ahead of China, which shrank since the
medieval to pre-modern periods.



