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Transition to Modern Economic 
Growth

• Recent historical accounting studies shed a new 
light on the economic growth before the 
Industrial 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.
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Japan in the pre-modern time

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

• After 1600, data on crops harvested was made 
available by Hideyoshi’s nationwide land 
survey (1590).
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Annual growth rates of 
Japanese GDP per capita, 724-1874

• 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.
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GDP per capita levels in Europe and Asia, 
725-1850 (1990 international dollars).
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Escaping away from subsistence

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

• 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. 
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Little and Great Divergence

• Little Divergence
– Between Britain and Holland in the North Sea area.

– Between Italy 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.

• Rather both continents contained dynamic 
and stagnant parts. 
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Japan and China

• China was the richest country in the world in the 
11th 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 19th 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. 
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Long-run Growth of Japan

Ryoichi Imai

Based on the 
lecture slide 
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2017
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Mediaeval Time

• 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 16th century. 
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Mediaeval – Pre-Modern

• Southern Europe was richer than 
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.

• Japan was highly decentralized. Each 
domain had a strong incentive to 
develop economy.

• China was slow in innovation due to 
the high cost of concentration of 
power to the emperor.
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Meiji Era

• 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 
&3500 in  1910.

• Japan’s GDP per capita was over 
$1000 In 1870 and still around 
&1500 in 1910.

• China’s GDP per capita was less 
than half of Japan’s GDP per 
capita.
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The Inter-War period

• 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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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

15Fukao et al (2017) History of the Japanese Economy, Volume 2, Iwanami Shoten, Tokyo



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)
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Growth Rates

17

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

• Population grew rapidly in the 17th 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. 



International Comparison
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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 (Italy and Spain) in 16th

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.
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