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The governments of China and Korea lent grain and granted tax remission to 

relieve famine in the eighteenth and nineteenth centuries.  The social 

insurance reduced the aggregate saving and slowed down agricultural total 

factor productivity growth.  Both grain loan and tax exemption represented 

agricultural subsidies, boosting rural consumption and investment at the 

expense of non-agriculture.  As a consequence, living standards declined, 

and industrial development was stalled in the Chinese empire, which 

contrasted with steady improvement in living standards and proto-

industrialization in early modern England and Tokugawa Japan, where 

peasants were left to deal with climatic shocks on their own. 
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Having aided disaster-stricken peasants for many centuries in a less than systematic 

way, rulers of the Chinese empire installed a comprehensive scheme of state famine 

relief in the eighteenth century.  The empire included Chosŏn Korea, which was 

made into a vassal state of China by the Manchu invasion of 1636.
1
  Subjects of both 

China and Korea were ruled by Confucian governments staffed by officials selected 

through state examination, and their behavior was framed by market institutions and 

criminal codes, which were very similarly organized.
2
  In dynastic Korea, Chinese 

characters and era name of Chinese emperors were in use in everyday life.  This 

study claims that the state-led disaster aid caused secular decline in living standards in 

the China and Korea by creating moral hazard, which slowed down technological 

progress.  The system of social security also represented agricultural subsidies, re-

allocating resource toward agriculture, hence stifling the growth of manufacturing.  

The first section of this article begins by describing the rise and fall of the system in 

China and Korea.  In the second section, I present evidence of grain loan and tax 

remission -- the two pillars of state famine relief -- reducing the aggregate savings, 

but tax remission boosting agricultural investment by depriving the rest of the 

economy of capital.  The third section shows that the two instruments of famine 

relief impeded total factor productivity growth in China and Korea.   China, Korea, 

Japan and England are compared in the fourth section to show that the degree to 

which climatic shocks were socialized was closely correlated with economic growth, 

structural change, availability of human and physical capital, and fertility in the 

centuries preceding the transition to modern economic growth.  In particular, both 

early modern England and Tokugawa Japan, where poor relief remained de-

centralized, saw productivity and living standards improve, and manufacturing output 

as a share of GDP increase consistently.  The final section closes by discussing why 

different countries took dissimilar approaches to countering climatic shocks. 

                                                 
1
 Fairbank, Reischauer, and Craig(1989: 99).   As Palais (1976: 9) described, “the 

Korean king, queen, and heir apparent had to receive formal investiture from the 

Chinese emperor, so that ultimate suzerainty lay outside the boundaries of the Korean 

kingdom.”   

2
 Describing dynastic Korea as a “model Confucian society,” Fairbank, Reischauer, 

and Craig(1989) stated that the country “may have become more uniformly and fully 

permeated by Confucian ideas than China was itself.” p.301.   
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I. State Famine Relief in the Chinese Empire 

In late imperial China and dynastic Korea, the government provided grain loan and 

granted tax exemption to mitigate the impact of famine.  Grain loan was aimed at 

relieving imminent hunger, while tax exemption was an action intended to help 

restore productive capacity damaged by droughts and floods.  Grain loan helped a 

large number of hungry peasants directly, but tax relief benefited landowners, who 

tended to be relatively well-off. 

 

Table 1 Amount of Unhusked Rice Circulated by the Government (million shih of 

unhusked grain) 

 Recorded Grain 

Stock: China 

Declared Grain 

Stock: Korea 

Early 18
th

 

Century 

n.a. 5 

1760 32 9.3 

1769 38 10.1 

1776 40 10.5 

1788 42 9.9 

1797 31 9.4 

1807 30 10 

1828 33 8 

1856 13 8 

Sources: Lee (1999: 67); Will and Wang (1991: Table A.1). 

Notes: the volume measure commonly used in dynastic Korea was sŏk (石), which is 

believed to be equivalent to 90 liters or 120 liters, depending upon scholars.   In 

China, the measure, spoken as shih, was equal to 104 liters.  In making this table, the 

Korean sŏk and Chinese shih were assumed to be the same measure.  Grain storage 

in Korea in 1856 refers to observation for 1862. 
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Having experimented with lending grain to hungry peasants for many centuries, the 

governments of China and Korea embarked in the late seventeenth century on setting 

up funded system of grain loan.  The state built state granaries of substantial scale 

partly by public resources and partly by local investment, i.e. soliciting and 

sometimes enforcing contribution from better-off subjects to state granaries.
3
  Table 

1 shows that the declared or recorded amount of grain storage expanded in the 

eighteenth and then contracted in the following century in both China and Korea. 

Although the official numbers are known to overstate the actual amount of grain in 

state granaries, the consensus view is that the actual size of grain stock moved in 

tandem with the official figures.
4
 

The scheme of grain loan was designed to be self-sustaining by having one third (in 

China) or one half (in Korea) of the stock in state granaries distributed in a year and 

then paid back with interest in the following year, which was to be used to make up 

for spoilage.  The contraction of grain stock from the late eighteenth century 

suggests that not all of the grains lent out came back to state granaries as stipulated.  

Not only did a significant number of poor peasants default on their loans, but 

substantial amounts of grains had to be handed out to peasants for free also in time of 

severe famine.  Matters were made worse by embezzlement, outright stealing, and 

ill-fated operations to enlarge grain stocks through arbitrage, often launched by 

provincial officials in collaboration with local merchants.  

As seen in Table 1, at the peak reached in the late eighteenth century, recorded grain 

stock of China exceeded 40 million shih of unhusked grain.  As Shiue (2004: 105) 

estimated, the grain inventory amounted roughly to 3% of total grain consumption, 

which would not differ significantly from total grain output, given that China’s grain 

                                                 
3
 One way to encourage contribution to local granaries was to sell letters of 

appointment to honorary positions in the government.  Donations by richer 

households were supposedly voluntary, but actually compulsory in many cases.  See 

Will(1990, 141) and Mun(2000, chapter 2). 

4
 See Will and Wong(1991: chapters 2-4).  In Korea, actual grain stock was 10-20% 

smaller than official figures in the eighteenth century, but the disparity widened 

rapidly in the early decades of the nineteenth century that the actual storage was less 

than half of the official amount in 1862, when the state civilian granary system 

virtually ceased to function (O(1992); Mun(2000)).   
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trade with the rest of the world remained insignificant.  The official amount of grain 

stock in Korea was about 10 million shih in the late eighteenth century, which is 

considered to correspond to roughly one third of total grain output of Korea.
5
   

Although in theory only half of the grain stock was to be distributed each year, the 

Korean government ended up circulating the whole grain stock year after year.  How 

large was the grain distribution as a share of the aggregate output?  Assuming that 

around 1800 gross output of grain output amounted to 60% of GDP as it did in 1911/3, 

the annual circulation was equivalent to 20% (=60%ⅹ1/3) of GDP.  

Grain stock in the Chinese state granaries represented a substantially smaller share of 

the aggregate output: China had a population more than ten times as large as that of 

Korea, but the grain inventory in the Chinese state granaries was only four times as 

large as the Korean grain stock.  In the 1880s, grain output accounted for 49% of the 

Chinese GNP, which implies that the Chinese grain inventory was equivalent to only 

1.5% (=49%×0.03) of the aggregate output (Chang(1962: 296, 303)).  Not only was 

China’s grain stock substantially smaller than that in Korea as a share of the aggregate 

output, but also the government of Q’ing China took a more market-oriented approach 

to famine relief: state granaries were used in China also to stabilize grain prices 

through the Ever Constant Price Granaries (shangpingcang, 常平倉) as well as to 

                                                 
5
 When Japanese rule began in 1910, Korea’s agriculture produced roughly seventeen 

million shih of unhusked rice and twenty six million shih of small grains including 

barley, wheat, beans, and millet.  Applying the conventional conversion ratio of two 

shih of small grains being equal to one shih of rice yield the assessment of the grain 

output of Korea in the early 1910s as being equivalent to roughly thirty million shih 

of unhusked rice (Kim(2006)).  While per capita output declined in pre-colonial 

centuries, demographic expansion occurred, albeit at a substantially lower pace than 

in colonial decades.  See Cha (2009) for demographic change in eighteenth and 

nineteenth century Korea.  Given that precise estimates of the rate of population 

expansion and contraction in per capita output are as yet unavailable, it appears 

reasonable to assume that the shifts in opposite directions roughly cancelled out each 

other, hence the that level of the Korean agricultural output in eighteenth and 

nineteenth centuries fluctuated without drifting too far away from the level observed 

in the early 1910s.   
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provide emergency food supply, while the use of grain in state granaries was confined 

to grain loan and distribution in Korea.
6
  

The tax exemption, the other underpinning of the social welfare in the Chinese empire, 

was an imprecise and regressive instrument of disaster aid, because it hardly made 

any difference to landless tenant farmers, who suffered the heaviest part of natural 

disasters.  While the extent to which Chinese landowners benefited from tax 

leniency is not precisely known, the Korean bureaucracy published the acreage 

relieved from payment of land tax by province year after year.   

 

Figure 1 Land Exempted from Tax as a Share of Total Taxable Acreage 

 

Sources: T’akchichŏnpuko. 

 

Figure 1 shows that the area exempted from tax payment as a percentage of all 

registered farmland displayed wide year-to-year fluctuations around about six percent 

in the eighteenth and nineteenth century.  After 1800, the ratio not only fell to a 

lower level, but also became less volatile.  The dissimilarity between the eighteenth 

and nineteenth centuries may reflect the deterioration in the public finance in the 

nineteenth century, which would have made the dynastic government more reluctant 

                                                 
6
 See Will(1990) and Will and Wong (1991).  A namesake bureau in late dynastic 

Korea, sangpyŏngch’ŏng (常平廳), although launched as an agency of grain market 

intervention, never carried out price stabilization activities, dealing mainly with grain 

loan.  
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to grant tax relief.  More likely, climatic conditions improved in the nineteenth 

century, diminishing the request for tax leniency from provinces: rice price stabilized 

significantly in the nineteenth century, and the number of entries on “famine” in the 

Veritable Record of the Chosŏn Dynasty (朝鮮王朝實錄 Chosŏnwangchosillok, the 

official chronicle the reign of Chosŏn kings) as a share of total number of 

commentaries also fell after 1800 substantially (Park(2009: 28, figure 7), Kim (2001: 

56, Figure 2)).    

Provinces of China and Korea differed widely in terms of per capita grain inventory 

in state granaries.  As Shiue(2004) found, the amount of per capita grain stock was 

inversely correlated with the degree of market integration across different provinces 

of Q’ing China: given high transport costs, landlocked and/or mountainous areas 

found it difficult to deal with famines by importing grains from other areas, hence 

needed to maintain a larger stock of grains, and vice versa.  In late imperial China, 

the incidence of tax relief granted to a region and its per capita grain storage tended to 

be inversely correlated, which was interpreted by Shiue (2005: 47) as the likelihood 

of greater tax relief from the central government having led local government to opt 

for smaller grain storage.  

Did geography and tax relief affect the amount of provincial grain stock in dynastic 

Korea as well?  To answer this question, I analyze a panel dataset, which includes 

five variables observed in eight provinces of Korea over two periods, the late 

eighteenth and early nineteenth centuries.  Two of the five variables are dependent 

variables, i.e. per capita grain stock and the share of farmland exempt from tax 

payment.  The remaining three are right-hand side variables, including 1) the share 

of arable acreage in total area, 2) the proportion of paddy land in total acreage in each 

province, and finally, 3) the provincial share of successful candidates in state 

examination in the preceding century.
7
  The share of arable acreage serves as a 

measure of flatness, hence accessibility of individual provinces.  Rice production 

being more dependent on irrigation, hence more vulnerable to climatic shocks, 

provinces specializing in rice production may have required, hence received, a greater 

                                                 
7
 Data on regional distribution of successful candidates in civil service examinations 

was taken from Lee(2004).  Provincial shares were calculated excluding those who 

declared place of residence to be Seoul.  
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amount of care from the central government in terms of disaster relief.  This 

possibility is controlled by the proportion of paddy land.  These two explanatory 

variables take identical values over the two periods, which were observed by Japanese 

rulers in 1918, the year, when the Cadastral Survey was completed to make reliable 

statistics on land use available.  By doing so, I assume that land utilization was 

determined primarily by geography and was exogenous to the state famine relief.  

Finally, provinces enjoyed different degrees of success in state civil service 

examination, which is included on the right-hand-side of the equation to measures the 

effect of regional representation in policymaking on famine relief.   

 

Table 2 Determinants of Famine Relief 

A. Grain Loan 

 Coefficient Standard Error 

PADDY 1.708*** 0.054 

FARMLAND -4.922* 2.343 

POLITICS -0.002** 0.001 

Constant 2.030*** 0.267 

Adjusted R-squared 0.21 

Number of obs. 16 

F 2.30 

 

B. Exemption of Land Tax 

 Coefficient Standard Error 

PADDY 0.172*** 0.039 

FARMLAND 0.029 0.031 

POLITICS -0.000007 0.0002 

Constant -0.017 0.021 

Adjusted R-squared 0.67 

Number of obs. 16 

F 11.19*** 

Notes: *, **, and *** indicate significance at 10%, 5%, and 1% level, respectively; 

cross section random effect estimation; F-statistic for grain loan equation significant 

at 13% level. 
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Initially, per capita grain stock was regressed on the three explanatory variables and 

the ratio of farmland exempt from tax payment in the preceding period, which 

indicated that grain storage was not influenced by tax exemption, presumably because 

local investment in state granaries was not as important as in China.  The grain 

storage equation was re-estimated dropping tax exemption ratio, and the result is 

presented as Panel A.  As expected, grain storage per capita was smaller in less 

mountainous provinces (FARMLAND), but larger in places where rice farming 

played a more prominent role (PADDY).  Representation in policymaking 

(POLITICS) reduced grain storage, probably because a larger grain stock in state 

granaries required a larger contribution to be made by yangban aristocrats who had 

less need for grain loan.  An alternative interpretation may be that by denying grain 

loans to peasants, yangban landowners were able to increase their chance of acquiring 

farmland at fire sale prices from small peasants.
8
   

Panel B shows that the degree of tax relief was determined only by the importance of 

rice farming.  There being no obvious reasons to expect for tax exemption to be 

affected by topography, the tax exemption equation was re-estimated excluding the 

share of arable acreage in total area (FARMLAND), which again indicated 

bureaucratic representation hardly helped a province to extract a greater amount of tax 

leniency from the central government. 

 

II. Capital Accumulation, Resource Reallocation, and Disaster Relief 

There is little doubt about that grain loan and tax relief helped peasants and 

landowners to tide over negative income shocks in the short run.  There are however 

reasons to expect that the centralized disaster aid slowed down long run growth by 

reducing savings, hence checking capital accumulation.  If landowners could expect 

to obtain tax relief from the government in the case of harvest failure, they would 

have opted for a lower level of precautionary savings than otherwise, raising the 

interest rate.  Grain loans were provided at interest below the market rate, hence 

                                                 
8
 Cha(2012) presented evidence of a large majority of land sales being motivated by 

food shortage in eighteenth and nineteenth century Korea.  As Will(1990, 35) states, 

in China “subsistence crises aggravated existing inequalities by giving the propertied 

a chance to expand their hold on the land.”   
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represented a form of financial repression, which would have pushed up the interest 

rate for agents other than peasants benefiting from grain loan.  In late dynastic Korea, 

the rate of interest on grain loan was usually 10% per year, while private lenders in 

eighteenth and nineteenth century Korea normally charged roughly 50% per year on 

grain loans (Suh(1983)).  As Rosenthal and Wong(2011: 132) states, as late as in the 

early twentieth century, Chinese “pawnshops and moneylenders typically charged 

between 2% and 4% a month, although examples of far higher rates have also been 

noted.”   While the interest rate on grain loan from state granaries in Q’ing China 

appeared as variable across regions and over time, the interest on grain loan from 

semi-private or community granaries was set equal to 10% per year, and the Q’ing 

state not infrequently offered interest-free loan and forgave payment of interest, as 

well as principal (Will(1990: 199, 204-6)).   

One way to see if the state famine relief indeed discouraged saving would be to 

compare the interest rate in the Chinese empire with that observed in the rest of the 

world, where “we do not find … clear examples of state commitment to grain storage 

intended for rural producers (Will and Wong (1991: 508)).”  As Rosenthal and 

Wong(2011: chapter 5) rightly emphasized, it is by no means straightforward to 

compare the level of the interest rate observed in different places, primarily because 

nominal rate of interest rate, which is in most cases what is observed, include 

expected rate of inflation and risk premium.  The rate of return as revealed by 

seasonal fluctuation of grain prices, which is risk-free and represents the real interest 

rate plus storage cost, is one of few indices of the price of credit that can be used for 

international comparison.  The cost of grain storage may have differed across 

regions, but the disparity was probably not large, given that spoilage rates observed in 

different parts of the world are in the neighborhood of 10%.
9
   

In early modern England, the rate of return (plus storage cost) implied by monthly 

fluctuation of grain prices was “under 10 or 12 percent” (McCloskey and Nash(1984: 

182, 185)).  Rice price in early nineteenth century Japan remained even more stable 

over a typical year than in early modern England, revealing that the gross rate of 

return was as low as 8% (Shimbo(1988: 234); Miyamoto (1988: 302)). Feudal lords 

                                                 
9
 The interest rate applied on grain loan in dynastic Korea, 10%, was considered to 

equal spoilage rate.  McCloseky and Nash(1984: 182) provides evidence of spoilage 

in early modern England and contemporary Indonesia was also about 10%.  
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of Tokugawa Japan granted only a very limited amount of assistance to stricken 

households in the countryside, while in England “there was neither a system nor 

noteworthy amounts of aid until well into the eighteenth century ((Lee (1999: 68); 

Lindert(2004: 47)). 

Monthly grain prices fluctuated far more widely in China and Korea than either in 

England or Japan.  Shiue(2002: 1416)’s evidence on monthly grain price fluctuations 

in eighteenth-century China implied a rate of return amounting to about 25% per year.  

The rate of return implied by Chinese wheat prices from 1738-1910 was 15% per year 

(Li(1992: 84)).  Rice price displayed even greater volatility in dynastic Korea.  The 

interest rate plus storage cost as derived from rice prices in Kosŏng (located in 

southern Kyŏngsang) was as high as 76% in the late seventeenth and eighteenth 

centuries (Lee (1996: 131)).  The gross rate of return as inferred from seasonal 

fluctuation of rice price was 62% in Yechŏn from 1834-70, 52% from 1870-90, and 

29% from 1891-1910 in Ulsan, both located in northern Kyŏngsang (Park, Rhee, and 

Cho (2007)). 

Note that the gross rates in China and Korea observed at different years suggest the 

interest fell in the nineteenth century, when state famine relief virtually ceased to 

function.  Two additional pieces of evidence exist to indicate that the interest fell in 

Korea after 1800.  One is the implicit rate of interest rate as obtained by dividing 

land rent with land prices fell in the nineteenth century (Cha(2010)).   And the other 

is the price of capital goods relatively to rice, which fell after 1800 as can be seen in 

Figure 2.  In the absence of evidence indicating technical progress occurring in 

capital goods sector, the decline in the relative price after 1800 should be interpreted 

as a result of increase in savings expanding the supply of capital goods in the 

nineteenth century. 

 

Figure 2 Relative Price of Capital Goods  
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Source: Park, Rhee, and Cho (2007). 

 

The decline of the rate of interest rate after 1800 in the Chinese empire appears 

inexplicable except in terms of the disintegration of state famine relief in the 

nineteenth century.   Living standards were lower in the nineteenth than in the 

preceding century (see section IV), which on its own would have resulted in the 

interest rate being higher in the nineteenth century.  As pointed out above, the 

reduced volatility of rice price and the decline in tax exemption rate in nineteenth 

century Korea indicated individuals suffered less uncertainty on income flows, which 

would have reduced the amount of precautionary savings, hence raised the interest 

rate.  Finally, nineteenth century saw a rising tide of political and social disturbance 

in both China and Korea, including the Taiping and the Hong Kyŏngnae Rebellion, 

which probably had a destructive effect on capital stock. 

Although the centralized aid for victims of famine probably slowed down capital 

accumulation in the aggregate, the impact is likely to have been felt differently across 

various sectors.  For the social security existed only for agriculture, hence 

represented re-allocation of resources toward agriculture and away from the rest of 

the economy.  Reducing the aggregate savings, the state famine relief boosted 

disposable income of rural households, allowing them better afford to make 
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investment.  Therefore, the effect of state famine relief on agricultural investment is 

ambiguous theoretically and remains to be measured.  

 

Table 3 Impact of State Famine Relief on Percentage of Irrigated Area in China 

   
   Variable Coefficient Std. Error 

GRAIN 0.894277 0.525857 

EXEMPTION 1.043409** 0.421792 

RICE 0.561053*** 0.061395 

LANDLOCKED -0.612764*** 0.182199 

Constant -0.597712* 0.280928 

Number of obs. 17  

Adjusted R-squared 0.87  

Notes: *, **, and *** indicate significance at 10%, 5%, and 1% level, respectively. 

 

Irrigation facilities, including dams, reservoirs, and waterways, represented one of the 

most important components of agricultural capital stock in traditional China and 

Korea.  Quantitative information is not abundantly unavailable, but indicators exist 

for both China and Korea revealing regional disparity in the degree of water control at 

the beginning of the twentieth century, which reflects the amount of investment in 

irrigation each region made in the preceding centuries.   

For China, the indicator refers to the percentage of irrigated area in 1904/9 as 

estimated by Perkins(1969: 67).  Table 3 presents the result of regressing this 

variable on the amount of per capita grain stock (GRAIN) and the inverse of the rate 

of land tax collection (=the actual amount divided by tax quota) in the mid-eighteenth 

century as estimated by Wang(1973: 99) (EXEMPTION), used here as a measure of 

tax remission.
10

  A dummy variable indicating rice producing provinces (RICE) was 

                                                 
10

 Of the two different types of land tax, i.e. diding (地丁) and grain tax, the relevant 

one here is grain tax, which was paid by landowners.  See Wang(1973: 10).  Per 

capita grain stock was derived by dividing total grain storage from Wong and 

Will(1991: Table A.1) with population in 1787 given in Wang(1973: 87).  Rice 

producing provinces were identified using the map given in Perkins(1969: 42).  The 

number of observations refers to seventeen provinces in the sample, including Gansu, 

Shaanxi, Shanxi, Hebei, Shandong, Henan, Anhui, Hubei, Hunan, Zhejiang, Fujian, 

Jiangxi, Guangdong, Guangxi, Guizhou, Yunnan, and Szechwan.  Estimated of 

irrigated area was unavailable for Jiangsu, which was hence excluded from the sample. 
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also included.  The dummy variable was found to be associated with a positive and 

highly significantly coefficient, confirming the critical role of irrigation in rice 

farming.  Tax exemption turned out to boost agricultural investment in a significant 

way, but the coefficient estimate of grain loan was not significantly different from 

zero at even 10% level. 

 

Table 4 Impact of State Famine Relief on Investment in Irrigation in Korea: OLS 

Result 

 Coefficient Standard error 

GRAIN -0.21313 0.114754 

EXEMPTION 6.920916** 2.416767 

MOUNTAIN 1.077981*** 0.171524 

Constant -0.0512 0.170423 

Number of obs. 8  

Adjusted R-squared 0.91  

Notes: *, **, and *** indicate significance at 10%, 5%, and 1% level, respectively. 

 

On annexing Korea, Japanese rulers made a survey of the state of irrigation facilities 

in Korea, making a distinction between working and defunct reservoirs and dammed 

pool of water by province.   I calculated the percentage of reservoirs in working 

order in the early 1910s to use as a measure of the provincial level of investment 

made in the preceding centuries.  Table 4 presents the result of regressing this 

indicator on per capita grain storage (GRAIN), rate of tax exemption (EXEMTION), 

and a dummy variable representing the three mountainous provinces of Korea, 

Kangwŏn, Pyŏng’an, and Hamkyŏng.  Being relatively difficult to access, these 

regions retained a greater portion of taxes collected locally, hence tended to benefit 

less from tax relief and to hold a larger amount of grains in state granaries in per 

capital terms.  As in China, tax relief turned out to stimulate agricultural investment, 

while the effect of per capita grain storage on capital formation was not detected even 

at 10% level.
11

   

The cross section evidence of tax relief boosting agricultural investment suggests that 

tax exemption, granted to owners of agricultural land only, resulted in a sufficient 

                                                 
11

 Similar results were obtained using the percentage of dammed pools of water in 

operations as the dependent variable.    



15 

agriculture to more than offset the negative impact of state disaster aid on the 

aggregate savings.   

Grain loan too must have caused incomes to be re-distributed in favor of rural 

households.  For not only were peasants able to borrow grain at preferential interest 

rate, but also not frequently forgiven the interest, while non-agricultural workers did 

not enjoy the corresponding protection of unemployment benefits.  Although Table 4 

indicated that grain loans had little influence on agricultural investment, there is 

evidence of grain loans helping small landowners better overcome the impact of 

famines without resorting to land sale. 

As Kim(2001) showed, famines occurred almost every other year in late dynastic 

Korea.  One important way peasants dealt with the negative income shocks was to 

sell landholdings (Cha(2012)).  Given that poorer peasants were more likely to be 

driven to sell their holdings than richer peasants in times of famine, famines resulted 

in rising inequality in wealth inequality in the eighteenth and nineteenth centuries.
12

   

At the beginning of colonial period land distribution was substantially more unequal 

in some provinces (like Kyŏnggi) than in others (including Hamkyŏng), as indicated 

by land tenancy ratio, the share of farmland under sharecropping contract and an 

index of inequality of land distribution.  The regional gap in wealth inequality 

suggests that distress sale of land occurred more frequently in Kyŏnggi than in 

Hamkyŏng in preceding centuries.   

 

Figure 3 Per Capita Grain Storage versus Land Tenancy Ratio 

                                                 
12

 Studies presenting evidence of worsening wealth inequality in late dynastic Korea 

include Palais (1996: 357-360), Kim (1970; 1980), Kim (2002), Kim (2004), and Lee 

and Kim (2011).  Using parameters based on medieval England, Bekar and 

Reed(2003) implemented simulations, which indicated land sale made in distress 

causing land distribution to become more unequal in close parallel with actual trend in 

medieval England.   
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Note: the horizontal axis measures per capita grain storage, while land tenancy ratio in 

1914 is indicated by the vertical axis. 

Sources: Chōsensotokufu tōkeinenpō. 

 

Figure 3 shows land tenancy ratio in 1914 was negatively correlated with per capita 

grain storage in the preceding two centuries.  Given the absence of evidence of some 

provinces suffering natural disasters more frequently than others, the correlation 

between the intensity of famine relief pre-colonial Korea and land tenancy ratio in 

early colonial period cannot be seen as an outcome generated by weather shocks.  

Instead, the negative correlation across the eight provinces of Korea between per 

capita stock of grain in state granaries in the eighteenth and nineteenth century and 

land tenancy ratio in the early 1910s suggests that the availability of grain loan 

reduced the need for peasants to sell farmland to obtain food.  

In sum, tax remission stimulated agricultural investment, and grain loan enhanced 

stability of peasants’ consumption in the Chinese empire.  For these to happen, 

resources had to be taken out of non-agriculture.  As a result, capital formation 

outside agriculture was seriously retarded, and the lack of protection from income 

volatility probably provided a reason for non-agricultural workers to consider 

becoming peasants to enjoy food security, which ended up nothing much happening 

in the Chinese empire in terms of proto-industrialization . 

 

III. State Famine Relief and Productivity Growth  
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The disaster relief as carried out by Chosŏn and Q’ing governments represented 

public insurance against climatic shocks, which was likely to generate moral hazard, 

because it was virtually impossible for the government to monitor the amount of 

effort spent by individual peasants and landowners to protect themselves against 

climatic shocks.  In particular, given the scheme of state famine relief, producers 

would have had weaker incentives to invest in irrigation and to improve farming 

technology than otherwise.  Presiding over the rise of the Chinese welfare system, 

the Qianlong emperor drew attention to moral hazard created by disaster relief by 

bringing up the possibility that state famine relief causes “ the folk… to say that there 

is no need for precaution against flood or drought, and make no plans for living on the 

fruits of their own toil,” that “the point is reached where vagabondage turns into a 

vogue, and the vital matters of the food and clothes of self and family are all entrusted 

to the state authorities—this is not to benefit the local people, it is actually the way to 

harm them.” (quoted from Shiue(2005: 49, 50)). 

As far as capital accumulation was concerned, the findings of the preceding section 

suggested that the posited moral hazard was more than cancelled out by the income-

boosting effect of tax relief.  This section explores whether the state disaster aid 

retarded total factor productivity growth in China and Korea.  

Population grew more rapidly in some than in other provinces of imperial China, 

which existing literature tended to explain in terms of internal migration from 

developed part in southeast to the rest of the country (Wang(1973: 86); 

Feuerwerker(1977)).  The westward movement need not be the whole story however: 

the interregional difference in population growth may have also been a consequence 

of different provinces growing at different speeds and receiving different amounts of 

attention in times of famine.  Population growth would be faster in provinces 

achieving superior agricultural development through investment and productivity, 

because it would not only allow faster natural growth, but also induce migration from 

relatively stagnant provinces.  Workers are likely to migrate from provinces 

receiving a smaller amount of public assistance to places, where per capita grain stock 

in state granaries is larger, and where they can expect to pay less tax.  If, however, 

the moral hazard generated by the public aid outweighs its direct benefits, provinces 

enjoying a greater amount of the public care would suffer slower population growth in 

the long run. 
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Consider an equation explaining population growth in province I (POPGROWTHi) 

from 1787-1933, the two years, when reliable population estimate is available by 

province (Wang(1973)):  

 

POPGROWTHi = β0 + β1 LANDi + β2 GRAINi + β3 EXEMPTIONi + β4 TAXi + εi   

(1). 

 

Right-hand-side variables in equation (2) include 1) acreage per person as derived by 

dividing total acreage in 1766 with population in 1787 (LANDi), 2) per capita grain 

stock in state granaries in 1767 (GRAINi), 3) a measure of land tax exemption 

(EXEMPTIONi), which was set equal to the inverse of tax collection rate in 1753, 

finally 4) land tax per acre (TAXi) in 1753.  While the lack of uniformity in the years 

of observation for the four right-hand side variables is due to data availability, the 

years represent periods preceding, but remaining closest possible to 1787, the initial 

point of the population growth (POPGROWTHi).
13

  

 

Table 5 Determinants of Provincial Population Growth in China, 1878-1933: OLS 

Estimation Result 

  Coefficient Standard error 

LAND -0.000528918 0.000491438 

GRAIN 0.045103885** 0.009948004 

EXEMPTION -0.043389055** 0.013769238 

TAX -0.00013449** 4.82008E-05 

Constant 0.027232428** 0.008797608 

Number of obs. 18 
 

Adjusted R squared 0.51 
 

F 5.35** 
 

Notes: ** indicates significance at 5% level.  

 

As presented in Table 5, ordinary least squares estimation of equation (2) indicated 

that population growth from the late eighteenth and early twentieth century depended 

significantly on famine relief and fiscal policy, but, somewhat unexpectedly, not on 

                                                 
13

 Population, acreage, and land tax data are from Wang(1973).  The source of 

provincial grain stock figures is Will and Wong(1991). 
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land/labor in the mid eighteenth century.  The failure for land/labor ratio to explain 

interregional population growth suggests that by the end of the eighteenth century 

internal migration in the preceding century rendered quality-adjusted land/labor ratio 

more or less equal among provinces.  Provinces with higher rate of land tax tended 

to undergo slower population growth, because higher taxation drove out peasants and 

landowners from the regions.  The positive coefficient of GRAIN does not 

necessarily mean grain loan did not weaken peasants’ efforts to improve farming 

technique: the result can also be interpreted as showing negative productivity impact 

of grain loan being outweighed by greater stability of food grain reducing famine 

mortality and attracting hungry peasants from neighboring provinces.  Finally, the 

effect of tax relief on population growth turned out to be negative.  Given that higher 

degree of tax exemption was likely to attract investors in farmland from other 

provinces, and that tax exemption was found to stimulate agricultural investment in 

the preceding section, the negative coefficient of EXEMPTION should be interpreted 

as evidence of tax relief slowing down total factor productivity advance in Q’ing 

China.   

Perkins(1969: 19) estimated grain yield by province in 1776 and 1851, which allows 

one to calculate land productivity growth in the late eighteenth and early nineteenth 

centuries -- a more direct measure of economic performance than population growth.   

 

Table 6 Determinants of Yield Growth in China, 1776-1851: OLS Result 

   
   Variable Coefficient Std. Error 

GRAIN -0.051251*** 0.013209 

EXEMPTION -0.041045** 0.016103 

INITIALYIELD -1.34E-05 8.00E-06 

LANDLOCKED 0.023234*** 0.004028 

Constant 0.034238*** 0.008739 

Number of obs 17  

Adjusted R-squared 0.74  

Notes: ** and *** indicates significance at 5% and 1% level, respectively. 

 

Provincial yield growth from 1776-1851was regressed on per capita grain loan 

(GRAIN), the inverse of tax collection ratio (EXEMPTION) in the mid-eighteenth 

century, the yield level in 1776, and a dummy variable representing the four 

landlocked provinces, which kept unusually large amounts of per capita grain stock.  

As seen in Table 6, although the number of observations, i.e. provinces, is only 
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seventeen, excluding Gansu, coefficients are quite sharply identified.  The negative 

coefficient of initial yield level, although significant at only 13% level, indicates the 

presence of catch up effect.  The coefficient estimates for GRAIN and EXEMPTION 

are negative and significantly different from zero at conventional level of significance, 

confirming the inferences based on the estimated population growth equation (Table 

5). 

Although information on population or yield is not available by province for dynastic 

Korea, paddy land price information exists in abundance and may be used as an 

indicator of land productivity.  Provincial paddy land price was estimated using 

more than fourteen thousand records of paddy land sale created in the eighteenth and 

nineteenth centuries.  The land sale contracts specified the location and area of the 

paddy land involved, names of seller and buyer, purchase price, and the month and 

year of transaction.  Roughly four fifths of available records refer to paddy fields in 

central (comprising Kyŏnggi and Ch’ungch’ŏng) and southern (including Kyŏngsang 

and Chŏlla) provinces.  The remaining one fifth was generated in Kangwŏn and 

Hwanghae, while land sale contracts have yet to be found for the two northern 

provinces, Pyŏngan and Hamkyŏng. 

To derive provincial paddy land from the records of paddy land sale, I estimate the 

following equation: 

 

log(NPRICEs) = β0 + β1UF + ΣβijPROVINCEi×PERIODt + εs        (2),  

 

where NPRICEs is nominal paddy land price as taken from land sale documents, UF 

is a dummy variable set equal to unity, when the transaction is unfinalized and zero 

otherwise, PROVINCEi are dummies indicating five provinces excluding Kyŏnggi, 

the reference province, and PERIODt are dummies for 5-year period from 1760-

64,…1870-74.  The final period, which is used as the reference, is 1875-79, because 

the Chosŏn government began to circulate debased coins from 1883, making it 

difficult to tell whether the prices recorded on land sale documents are in terms of 

regular or debased coins.
14

  Nominal price of paddy field was derived using 

estimated coefficients of the equation, which was then standardized with the national 

                                                 
14

 Hence the observation made in 1862 on grain loan and tax relief could not be 

included in the panel dataset.   
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rice price, as derived by estimating a specification similar to equation (2) with rice 

price observations made in different parts of Korea by five-year period. 

The number of cross section (i) being as small as six (excluding the two northern 

provinces, Pyŏng’an and Hamkyŏng), one needs to exploit time-series variation as 

well to identify the effect of grain loan and tax exemption on paddy land price using 

regression analysis.  Observations on provincial grain stock are available only for 

seven years (t), 1760, 1769, 1776, 1788, 1797, 1807, and 1828, which allows one to 

construct a panel data having 42 (=6×7) data points.  Per capita grain storage in 

province i and in year t was obtained by dividing the total amount of declared grain 

storage as published by the dynastic government with the provincial population as 

recorded in official documents.
15

  Tax exemption ratio in t is set equal to the average 

of its values in the decade leading up to t, while the growth of real paddy land price at 

t refers to that occurring in the quarter of a century following t.   

 

Table 7 Impact of Famine Relief on Growth of Real Price of Paddy Land in Korea 

 

   
   Variables Coefficient Std. Error 

TAX -0.08773** 0.042788 

GRAIN -0.0068** 0.003264 

INITIAL -0.01287*** 0.002146 

Constant 0.043885*** 0.008342 

Number of obs. 39 

Adjusted R squared 0.46 

F 5.02*** 

Notes: ** and *** indicate significance at 5% and 1% level, respectively; the number 

of observations is smaller than the product of time series and cross section dimensions 

as explained in the text (6×7=42), because there are three missing observations on 

paddy land price growth; cross section fixed effects specification was adopted. 

 

Ordinary least squares regression of paddy land growth on tax exemption (TAX), per 

capita grain loan (GRAIN), initial level of real paddy land price (INITIAL) yielded 

results as shown in Table 7.  The coefficient estimate of initial land price was 

significantly negative, indicating that land prices tended to rise faster in provinces 

                                                 
15

 Source of provincial grain stock is Park(2009).  Provincial population in1753, 

1777, 1786, 1807, and 1837 as available from Zenshō(1925) was used. 
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where land prices were relatively low, and vice versa, presumably because better 

methods of farming were being transferred from relatively advanced to backward 

regions.  Both tax relief and grain storage slowed down real land price growth 

significantly over the late eighteenth and early and mid-nineteenth century.  

Provinces enjoying greater tax leniency and maintaining larger grain stocks would 

have attracted peasants from the rest of Korea, which would have led to faster growth 

of farmland price in those regions.  Therefore, the estimated coefficients for tax 

relief and grain loan is a lower bound measure of the adverse impact of the state 

famine relief on land productivity.  In Table 4 of the preceding section, we have seen 

that agricultural investment in dynastic Korea depended positively on tax remission, 

but hardly on grain loan.  Hence, the negative coefficients associated with the two 

measures of public aid should be seen as indicating their adverse impact on total 

factor productivity.   Although Pyŏng’an and Hamkyŏng are not included in the 

panel dataset analyzed, the findings suggest that the two northern provinces, receiving 

substantially smaller amount of attention from the government than the rest of 

dynastic Korea, would have witnessed land productivity growing more rapidly.  Two 

facts lend credibility to this inference.  One is the stature measurement made at the 

end of the nineteenth century, showing that soldiers from Pyŏng’an and Hamkyŏng 

were taller than those from the rest of Korea (Cha and Cho(2012)).  The other is that 

the two northern provinces became as increasingly more successful in state 

examinations relatively to the rest of dynastic Korea over the eighteenth and 

nineteenth century: the number of successful candidates from Pyŏng’an and 

Hamkyŏng as a share of total was 3.3% and 11.7%, respectively, in the second half of 

seventeenth century, which rose to 4.5% and 27.9%, respectively, two centuries 

later.
16

  In contrast, the representation by Ch’ungch’ŏng and Chŏlla in civil service 

examinations fell consistently. 

 

Figure 4 Tax Exemption versus Land Tenancy Ratio 

                                                 
16

 Lee(2004).  The provincial shares were calculated excluding Seoul, which 

continued to produce the lion’s share of public servants to the government in the late 

dynastic period. 
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Note: the horizontal axis measures tax exemption, while land tenancy ratio in 1914 is 

indicated by the vertical axis. 

Sources: Chōsensotokufu tōkeinenpō. 

 

Figure 4 shows that land tenancy ratio in 1914 was positively correlated with 

exemption ratio in the eighteenth and nineteenth centuries.  The higher land tenancy 

ratio, i.e. greater wealth inequality, at the beginning of the colonial rule indicates 

greater incidence of land sale triggered by food shortage in pre-colonial centuries.  

Hence, the positive correlation between tax exemption ratio late dynastic Korea and 

land tenancy ratio in early colonial Korea indicates that tax relief from the central 

government made peasants and farmers more vulnerable to floods and draughts.  

Given that tax relief stimulated agricultural investment, the only remaining way for 

tax remission to put landowners at greater risk would be by discouraging efforts to 

improve farming method.   

 

IV. State Famine Relief as a Cause of the Great Divergence 

Living standards trended downwards in the Chinese empire in the eighteenth and 

nineteenth centuries.  Real wages fell in China over the eighteenth and the first half 

of the nineteenth centuries, when grain yields were being diminished as well.  Both 

real wages and land rent fell consistently in the two centuries preceding the colonial 

rule of Korea, indicating that not only peasants, but also landlords suffered secular 
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decline in real incomes in late dynastic Korea.
17

  This stands in contrast to early 

modern England and Tokugawa Japan, where living standards improved consistently, 

albeit slowly, as is revealed by stagnant real wages and rising land rent.
18

  In the two 

countries outside the Chinese empire, proto-industrialization occurred in the 

eighteenth century, while there is little evidence of either late imperial China or late 

dynastic Korea reducing the role of agriculture in the aggregate economy.  On the 

eve of industrial revolution, agriculture produced a significantly smaller share of the 

aggregate output in Britain and Japan than in China and Korea.
19

 

The association of centralized famine relief with the lack of proto-industrial 

development and decline in living standards suggests that the performance of a 

traditional economy depended importantly on how harvest risk was dealt with.  The 

absence of state famine relief in Britain and Japan implied that the government of 

these countries did not provide agricultural subsidies and allowed people to save more 

and do more to improve productivity.  If Rosenthal and Wong (2011) are correct in 

saying that China enjoyed a longer period of piece than fragmented Europe, including 

Britain, the public finance of Britain may even have had a pro-manufacturing bias.   

This inference, drawn from a very small sample, is consistent with important 

differences between China and Korea.  The differences refer to that Q’ing China 

socialized harvest risks to a significantly smaller extent than Chosŏn Korea did: not 

only did China maintained a substantially smaller amount of grain in state granaries as 

a share of the aggregate output or in per capita terms, but also attempted to mitigate 

the impact of famine by stabilizing grain prices as well as by distributing grain.   

                                                 
17

 On the stature trend in dynastic Korea, see Cha and Cho (2012).  Cha(2009) 

provides a survey of evidence of economic decline in pre-colonial Korea. 

18
 See Allen(2001), Kusano (1998), and Bassino and Ma(2005). 

19
 In 1760, primary sector accounted for only 37.5% of the aggregate output in 

Britain, while as late as in the 1880s agricultural output as a share of GDP was 60%.   

See Crafts(1985) and Chang(1962).  Agriculture was a similarly important sector in 

Korea in the early 1910s as in 1880s China, but only 45% of the aggregate output was 

attributable to agriculture in Japan in 1885.  See Cha and Kim (2012) and Miwa and 

Hara(2007: 9).  Amino(2005) highlights the importance of non-agricultural activities 

in Tokugawa Japan. 
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As pointed about above, the rate of return as calculated using monthly grain prices 

differed significantly between late imperial China and dynastic Korea, indicating the 

higher interest rate prevailing in Korea.  Also living standards appeared to decline 

more slowly in Q’ing China than Chosŏn Korea.  Real wages of unskilled workers 

both in Beijing and Korea were roughly halved over the century or so following 1740, 

but available evidence suggests that land rent fell far more slowly in late Q’ing China 

than in dynastic Korea.  Perkins(1969: 25, Table II.5)’s index of farm yield in China 

fell 22% from 1821/30-1891/1900, a period, when sharecropping rent from paddy 

field roughly halved in Korea.
20

  Finally, late imperial China saw lower-Yangzi 

emerge as a region specializing in manufacturing and importing food and raw 

material from provinces in the interior, a development, which did not occur in late 

dynastic Korea. 

The disparity in the degree to which harvest risk was socialized in China, Korea, 

Japan, and England is consistent with the differences found among the four regions in 

terms of human and physical capital stock, fertility, and population density on the eve 

of industrial revolution.    

Scarcity of capital in China vis-à-vis Europe has been repeatedly pointed out in 

existing studies, which drew attention to higher relative prices of energy and capital 

goods, such as nail and paper, in China (Allen(2009); Lindert (2010)).  After visiting 

China in the late eighteenth century, Pak Chega, a Confucian scholar from Korea, 

found a cause of the poverty prevailing in his native country in the absence of such 

elementary components of capital stock as wheels and bricks, suggesting that physical 

capital was in even shorter supply in Korea than in China.  It is also relevant to note 

that investment occurring in China and Korea was barely sufficient for preventing 

capital stock from being depreciated away in the eighteenth and nineteenth centuries.  

In eighteenth and nineteenth century Korea, the number of functioning dams and 

reservoirs was on the decline, and both China and Korea suffered de-forestation in the 

                                                 
20

 For evidence of declining land rent in pre-colonial Korea, see Cha(2009, 1138, 

Figure 1).  Chao(1986: 215) reached a somewhat different conclusion on grain yield 

in China, stating that after the eighteenth century “the average yield in China 

remained approximately the same, except for some short-run fluctuations, for about a 

hundred and fifty years.”  
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eighteenth and nineteenth centuries.
21

  In contrast, Conrad Totman described 

Tokugawa Japan as the “green archipelago,” and early modern England could avoid 

de-forestation by investing in coal industry and transportation.  As Wright(1984: 17-

19) claims, China being “one of the world’s coal-rich countries,” coal industry 

remained underdeveloped due to the unavailability of cheap transport.   

Evidence on literacy rates indicates that traditional China and Korea were at a 

disadvantage vis-à-vis England and Japan in terms of human capital as well.  

Europeans arriving in Tokyo and Osaka in the mid-nineteenth century found a 

surprisingly large portion of dwellers in the cities – some 80% of males and 60-70% 

of females – to be literate, which is to be contrasted with only 30% of males being 

literate in China in the 1930s and male literacy ratio as low as 22% in Korea in 

1947.
22

  Male literacy late in eighteenth century England was roughly 60% 

(Galor(2004: 84, Figure 1)). 

The theory of tradeoff between quantity and quality of children predicts that China 

and Korea, the two countries relatively poor in human capital, would have registered 

higher levels of fertility than England and Japan, a conjecture, which is confirmed by 

existing estimates of total fertility rate.
23
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 See Choi(1992) and Lee (2005) on de-forestation in pre-colonial Korea.  On the 

contraction of woodland in China, see Li(2010), Marks (1998), and Perdue (1987). 

22
 Chinese literacy rate is from Rawski(1989: 58), which is John Lossing Buck’s 

estimate as cited in Dwight H. Perkins, “Introduction,” in China’s Modern Economy 

in Historical Perspective, ed. Dwight H. Perkins.  

23
 Total fertility rate in eighteenth and nineteenth century Korea was 6.81, which 

compares with the English rate in the eighteenth century, 4.48.  See Cha(2009: 128) 

and Wrigley, et al. (1997: 614).  Total marital fertility rate of upper class females 

were similar in late dynastic Korea and imperial China, being equal to 5.86 and 5.8, 

respectively.  See Cha(2009: 128) and Lee and Wang(1999: 85).  Total marital 

fertility rate for the whole population in eighteenth and nineteenth century Korea was 

8.1, while Kito(1991)’s estimate of total fertility rate in eight Tokugawa villages was 

5.69.  In Malthus’ model of economic stagnation, equilibrium occurs when fertility 

and mortality are equalized, which would lead one to expect countries with a lower 

level of fertility would be associated with lower mortality, and vice versa.  Existing 
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Finally, accumulation of physical and human capital allowed early modern England 

and Tokugawa Japan not only to avoid the decline of factor incomes as suffered by 

China and Korea, but also to achiever faster population growth.  As a result, a 

significant gap in population density emerged on the eve of industrial revolution, 

which is an important measure of economic performance in Malthusian era (Ashraf 

and Galor (2011)).  In 1800, per capita acreage was as small as 0.04 ha in England, 

which was exceeded by 0.12 ha in Japan, 0.22 ha in China, and 0.39 ha in Korea 

about a century later.
24

 

 

V. Conclusions 

Traditional historiography lauded the state’s leadership in dealing with the aftermath 

of weather shocks as a major achievement of Q’ing and Chosŏn government, and the 

system of disaster aid may indeed help to explain why dynasties managed to last as 

long as several centuries in China and Korea.  This study highlighted moral hazard 

as created by the socialization of harvest risks as a key cause driving living standards 

downwards in late Q’ing China and Chosŏn Korea, which eventually led to the 

disintegration of the two regimes.  Reducing savings in the aggregate, the state 

disaster aid supported agriculture at the expense of the rest of the economy.  In 

particular, tax exemption boosted agricultural investment, while grain loan helped 

peasants to tide over famines without disposing of their landholdings.  Re-allocation 

of resources in favor or agriculture through fiscal channel stifled the development of 

proto-industry. 

Public aid for disaster victims was undoubtedly motivated by a desire to bolster 

political stability in both China and Korea, which was characterized as “centralized 

bureaucratic monarchy” by Eisenstadt(1963) and Palais (1975: 17), respectively.  In 

a centralized bureaucratic monarchy, king or emperors competed with aristocrats for 

“free-floating resources,” i.e. peasants and farmland not tied up in feudal estates but 

was freely alienable and subject to taxation by the central government.  To remain as 

                                                                                                                                            

estimates confirm that mortality levels in England and Japan were significantly lower 

than in either China or Korea.   See Cha(2009: 124). 

24
 Data sources used to calculate per capita acreage include Ando (1979: 16), Miwa 

and Hara(2007: 4), Census Reports of Colonial Korea, Park (2006). Perkins(1969), 

Maddison (2006: 540). 
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“the first among equals,” both the Chinese emperors and Korean kings probably 

needed to placate their rivals with tax leniency in times of famine.  Alternatively, 

they were not powerful enough to thwart the landowning aristocracy’s attempt to use 

famines as a chance to reduce their share in the control of “free-floating resources.”  

The rulers also presumably wanted to consolidate their control by providing 

emergency food aid to forestall peasant rebellion being instigated by their competitors.  

As Palais(1975: 17) stated, yangban aristocracy posed a much more formidable threat 

to kings of Chosŏn Korea than Chinese gentry did to Chinese emperors, which 

explains why the Korean government needed to introduce a far more inclusive 

scheme of grain loans.
25

 

In either more centralized (England) or further fragmented (Tokugawa Japan) power 

structure, social security was redundant as a device for ensuring regime stability.  

Hence, peasants were largely left to provide for themselves, poor relief remained de-

centralized, lower levels of interest rate prevailed, human and physical capital stock 

was being expanded steadily, and some productivity advance was achieved.  

Therefore, one of the fundamental causes of the economic failure of the Chinese 

empire, hence the Great Divergence, is to be found in the oligarchic nature of its 

power structure, which led the central governments of both China and Korea to grant 

grain loan and tax exemption to preempt and soften the threat posed by aristocracy 

and gentry.   
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 As Palais(1977: 17) observed, “the upper class during the Yi dynasty was closer in 

nature to the aristocracy of the T’ang and pre-T’ang eras than to the gentry of the later 

dynasties in Chinese history.” 
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