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A B S T R A C T

This paper revisits the old theses of the contrasting paths to modernization between Japan and China. It develops
a new analytical framework regarding the role of ideology and ideological change—Meiji Japan’s decisive turn
towards the West pitted against Qing China’s lethargic response to Western imperialism—as the key driver
behind these contrasting paths. Our framework and historical narrative highlight the contrast between Tokugawa
Japan’s feudal, decentralized political regime and Qing China’s centralized bureaucratic system as a key
determinant driving the differential patterns of ideological realignment. We argue that the 1894–95 Japanese
naval victory over China could not be justified under the prevailing Imperial Chinese ideology and thus served as
the catalyst for China’s subsequent ideological transformation, which occurred via borrowing Japan’s successful
Meiji reforms of both institutions and ideology. Our analytical framework, developed from a comparative his-
torical narrative, sheds new insights on the importance of ideology and ideological change for our understanding
of political and economic change.

1. Introduction

Any keen observer of Japan and China will be struck by the contrasts
in their national memories of mid-19th century Western imperialism. In
Japan, the arrival of the American Commodore Perry and the Black Ship
is now widely viewed as the critical and beneficent moment of national
awakening which opened Japan’s path to modernity.1 On the other
hand, the mid-19th century Opium Wars are regarded—at least ac-
cording to official propaganda—as a moment of national humiliation
that every Chinese patriot strives to memorialize (Kaufman, 2010).
What do these contrasts in national memories say about the divergent
paths of modernization and economic performance between these two
countries?

There has been a long-standing debate on the fundamental causes of
economic growth. According to the Solow-Swan model (Solow, 1956;
Swan, 1956), countries that were behind the technological frontier
could catch up by adopting technology, investing in capital, and
employing underutilized labor.2 While this theory has significant
explanatory power—indeed, it provides much insight into the catch-up
growth that happened in Meiji Japan—it has a harder time accounting
for failures to catch-up. Political economists have addressed this issue. A
common view in the literature of technology non-adoption is that vested
interests block adoption (Acemoglu and Robinson, 2006, 2012;
Chaudhry and Garner, 2006, 2007; Coşgel et al., 2012). Such arguments
are institutional in nature: institutions provide the “rules of the game”
(North, 1990), which provide scope for some players to block
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innovations that are harmful to themselves but benefit society.
Following in North’s footsteps, several scholars have since argued

that a society’s formal institutions are the fundamental cause of growth
(Rodrik et al., 2004; Acemoglu et al., 2005; North et al., 2009; Acemoglu
and Robinson, 2012). There are in fact many cases in which formal in-
stitutions appear primal. For instance, Acemoglu et al. (2005) provide
the striking example of North and South Korea, with similar cultural and
geographical endowments but contrasting political and economic in-
stitutions. Arguments focusing on formal institutions tend to dismiss
ideology as a primary factor in economic development or catch-up (e.g.,
Acemoglu et al., 2005, pp. 424–50).

This is a particularly vexing issue with respect to the Japan-China
divergence. Western superiority in institutions and technology, begin-
ning with Britain’s Industrial Revolution, led to a historically unprece-
dented gap in productivity between the West and the rest by the mid-
19th century. Hence, catching-up with the West—rather than rein-
venting industrial technologies—was the most effective way of
achieving convergence. China and Japan shared a common cultural and
linguistic heritage as well as a technological tradition. But collectively,
their cultural dissimilarities from Britain—the first country to industri-
alize—were far greater than that of other European nations or colonial
offshoots who faced similar issues of catching up with the leading
economy of the world.

This significant cultural distance raises a question: how would one
living in 19th century Japan or China recognize or interpret the productivity
gap? This is an issue beyond the mere discovery of objective knowledge.
Even though adopting Western institutions and technology may carry
large economic rents, adopting them from a different cultural base re-
quires experimentation and carries risk and uncertainty. During the
Meiji reforms, Japan adopted more than just Western industrial tech-
nology. It took on a comprehensive Westernization project that included
culture, education, and even Western hairstyles and clothes. Not all of
these, they later found out, were complementary or necessary to suc-
cessfully adopting Western economic and technological developments
(e.g., dress).

While Japan was undertaking the Meiji reforms, the Chinese also
recognized some elements of Western advancement, particularly its
technological superiority. In response, they carried out the so-called
Self-strengthening reform policies under the Tongzhi Restoration of
1862–74. This movement introduced Western military and industrial
technology while keeping the traditional economy intact (Wright, 1957,
p. 1). The second half of the 19th century thus saw two important po-
litical and institutional experiments, one in China and one in Japan. The
Japanese experiment emerged as the clear winner, as symbolized by its
naval victory over China in 1894–95. This in turn shattered the
Self-strengthening reform and heralded a much more radical
Meiji-inspired reform in China in the closing years of the 19th century.

We argue that rather than resource endowments such as coal, or even
the discovery of the New World resources, what impeded China’s
progress in the globalized world is what some historians of China called
the scarcity of intellectual resources (思想资源sixiang ziyuan), or ideol-
ogy. According to the historian of China Wang Fansen (cited in Ma,
2022, p. 17), these ideological or intellectual resources represent our
ways of understanding, interpreting, and theorizing about the world we
live in and the ways we interpret the past, construct the present, and
imagine the future. The scarce intellectual resources in question were
those that allowed late industrializers to construct an entirely different
system of political governance, economics, and social organization
modelled—in the case of the mid-19th century—after the Western
experience (Ma, 2022, p. 17). This argument is in line with a historical
literature suggesting that there was one common, crucial element that

preceded massive institutional and technological change in late-19th
and early-20th century Japan and China: ideological change that legiti-
mated those very changes.

To understand how and why such ideological change occurs or does
not, this paper provides a framework for understanding ideological
change. The theoretical discussion yields two intuitive results that we
apply to the late-19th century divergence between China and Japan.
First, since ideology is a component of the much wider cultural base
which shapes our perception of reality and history, ideological change is
more costly when there is greater “cultural distance” between the pre-
vailing ideology and the ideology that may potentially be adopted. The
primary intuition underlying this result is that the promotion of new
ideologies requires “reverse engineering” or “indigenization” (Denzau
and North, 1994, p. 10; Greif and Mokyr, 2017). One may see the out-
comes that the ideology produces but not know which elements are key
for the outcome and which are simply vestigial appendages (e.g.,
rational education was important for the Second Industrial Revolution,
Western dress was unimportant, and Christianity was likely, if anything,
a hindrance (Squicciarini, 2020)). Hence, the closer are two ideologies,
the less “reverse engineering” is required, and hence the more likely it is
that such reverse engineering will succeed, and the associated benefits
will be reaped. Second, more centralized states will be less likely to
adopt new ideologies because of their relatively hierarchical chain of
command that tends towards the status quo. On the other hand, a
decentralized governance structure and decision-making process is
likely to be far more responsive to new information or exogenous shocks
and to coordinate collective action from the bottom up (Hayek, 1945).

These theoretical insights provide a new interpretation for why
Japan and China responded differently to Western imperialism in the
late 19th century. We provide several historical details which yield the
following interpretation. Even though China and Japan were both
significantly culturally distant from the West, one key initial difference
was that Tokugawa Japanese political institutions were more decen-
tralized or “feudal” than the direct administrative rule employed in
Imperial China for nearly two millennia. This meant that segments of
Tokugawa Japan were more likely to respond to the new Western ide-
ology, in turn transmitting a cascade of pressure for change across Japan
and ultimately culminating in the rise of the new Meiji regime that,
ironically, ditched Japan’s feudal past of fragmented rule and decisively
re-centralized its governance structure under an imperial system of
administrative rule. It was under this centralized decision-making
regime that Meiji Japan finished the job started by a few Western-
looking daimyos and opted for a wholesale adoption of Western ideol-
ogy followed by subsequent modification.

It is well-known that the Japanese imperial system borrowed almost
wholesale from Tang China’s centralized political institutions during the
7th century. But centralization did not take hold in Japan as intended.
Rather Japan retained elements of feudalism that had once character-
ized China’s own bygone era of fragmentation that had given birth to
Confucian ideology during the 5th century BCE. This contrast may be
explained by the lack of an external threat in Japan—thanks to the Sea of
Japan—versus the constant external threat on China’s nomadic frontier
(Koyama et al., 2018; Chen and Ma, 2024). Ironically, Meiji state
builders succeeded in their centralization drive by invoking the
long-standing Chinese tradition of centralized administrative rule to
confront a new external threat in the form ofWestern Imperialism (Feng,
2006).3

However, once centralized, the Meiji regime slowly turned away

3 Koyama et al. (2018) make a related argument, claiming that China’s
original centralization was due to the one-sided nature of the external threat
from the steppe. Once the Western threat emerged, China had incentive to
decentralize its institutions to deal with the multi-directional threat while there
was significant pressure in Japan to centralize so that Japan’s relatively few
resources could be pooled to address the threat.
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from China towards the West for inspiration. Eventually, the Meiji
success in adopting Western ideology and institutions lowered the cul-
tural distance for China to follow suit, since it could “reverse engineer”
what Japan had done, as Japan was culturally much closer to China than
the West. However, Qing China’s ideological awakening to Meiji success
only came following Japan’s shocking naval victory in the 1894–95
Sino-Japanese War. The military defeat by what was long regarded as a
diminutive pupil was a far greater ideological shock than those inflicted
by Western imperial powers, as the prevailing ideology placed China as
the dominant power across the world, and especially in East Asia. Our
framework suggests that such an event should have served as a catalyst
for an ideological transformation in China which would include
borrowing Japan’s successful Meiji reform of both institutions and ide-
ology. Japan’s success—later followed by that of Qing and Republican
China—in absorbing Western ideology and institutions relied on
conscious “reverse engineering” by tapping into their indigenous intel-
lectual resources.

This paper is structured as follows. In the next section, we set out the
stylized facts of the modern divergence between Japan and China. We
proceed to define ideology, highlight its key attributes with respect to
our framework, and lay out our (verbal) framework of ideological
change. In the remainder of the paper, we consider the relevant history
in the context of the framework and provide a new historical interpre-
tation of the deeper historical origins of the institutional differences
between China and Japan on the eve of the mid-19th century, as well as
their reform processes during the late 19th and early 20th centuries. The
final section concludes.

2. Modern divergence: stylized facts

This section lays out some key stylized facts regarding the economic
and political divergence between China and Japan. While there is no
debate that the Japanese economy clearly pulled ahead of China in the
latter half of the 19th century, there is debate regarding whether there
was a common starting point on the eve of Western intrusion. Recent
GDP estimates claim for a so-called Little Divergence within East Asia; i.
e., between Japan and China prior to the mid-19th century. According to
Bassino et al. (2019), real Japanese per capita GDP was 50 % greater
than that of China in 1850 (904 vs. 600 in 1990 international dollars).4

Given that there is greater regional variation within China, this ratio
would place Japan on par with the advanced regions of China such as the
Lower Yangzi. On the other hand, Fukao et al. (2007) backwards project
per capita GDP using the 1930s purchasing power parity and find little
difference between the countries in the mid-19th century. There is other
systematic evidence pointing to much lower levels of Japanese living
standards on the eve of its mid-19th century modernization. Kumon
(2022) provides evidence of relatively low real wages in Tokugawa
Japan, while Baten et al. (2010) show that Japanese male heights in the
19th century were probably among the shortest in the world but rose
rapidly during the Meiji era of modernization.

In any case, the exact position of these economies relative to each
other in the mid-19th century is much less important for our purposes
than what happened after intrusion by the West. On this point, there is
much less academic debate, especially in the nearly two decades of
famines and unrest brought about by the Taiping Rebellion of the 1850s
in China. Fig. 1 plots Chinese and Japanese real per capita GDP using
their respective growth rates projected from a common base of 100
around 1850. The figure reveals a sluggish performance for Qing and
Republican China relative to Japan’s transformation in the century
following Western intrusion into the two countries.

There is also little debate that Japan was a relatively poor country on
the eve of Western intrusion. The pessimistic assessment of the misery in

the Tokugawa era was captured by Norman’s (1946, p. 33) seminal work
on the abject state of the Tokugawa situation:

As the Tokugawa regime passed the two-century mark in its history,
it was faced with problems of the gravest nature. Natural calamities
such as earthquakes, flood, famine and fire ravaged the country
throughout its later years. Agrarian conditions were so wretched that
a poor crop inevitably brought famine in its wake. The year 1833 was
memorable for the calamities which befell the country. Years of
famine followed one after the other, and it is recorded that in 1837
hundreds of corpses were left unburied in the streets of Nagoya.

It is interesting that the earlier generations of scholars—writing
before the onset of China’s current economic boom—felt the need to
explain China’s historical economic stagnation as a result of nepotism,
corruption, or other elements of Chinese social structure that prevented
a dynamic response of the sort attained during Japan’s Meiji era
(1868–1912). But China’s recent reversal of fortune has generated a tide
of scholarship that now advances the opposite view, attributing recent
Asian prosperity to the same “cultural values” formerly thought to have
obstructed economic dynamism. Pomeranz (2000) even advanced the
view that there was little difference in economic structure or per capita
income between the most commercialized regions of China and Europe
prior to the British Industrial Revolution and there were no fundamental
shortcomings in China’s political, legal, or other institutional
traditions.5

Sng andMoriguchi (2014) argue for the importance of state capacity,
showing significant differences in tax revenue as a share of GDP in
Tokugawa Japan and in Qing China. Their data reveal that while the
Chinese state’s annual revenue on the eve of the Opium War
(1839–1842) was at maximum equivalent to 2 % of its national income,
the comparable number for the Tokugawa shogunate was >15 % (Sng
and Moriguchi, 2014, p. 441). They further show that while the average
tax rate for the Tokugawa shogunate was 34 %, the lords of Aizu and
Choshu taxed their peasants within their own daimyo at 50–55 % be-
tween 1637 and 1764 and 40% in 1840.6 Another systematic attempt by
Nakabayashi (2021, pp. 86–88) provides an effective tax revenue as a
share of total output from as high as 30% in the 17th century to 15–20%
in the early 19th century. However, as noted by Peer Vries’s (2021)
recent review, tax revenues at this level seem implausibly high for a
pre-modern agrarian economy. Indeed, they would be higher than most

Fig. 1. Index of Chinese and Japanese real per capita GDP (1850 = 100).
Data indexed at 100 in 1850. Data source: Maddison Project database at: https
://www.rug.nl/ggdc/historicaldevelopment/maddison/releases/maddison-pro
ject-database-2018?lang=en.

4 For estimates on regional differences, the most systematic treatment on the
Lower Yangzi is Zai (2024).

5 Pomeranz argues that Britain’s head start in industrialization arose from its
domestic supplies of cheap coal and because its colonies provided superior
access to land-intensive goods rather than from any advantage linked to po-
litical, legal, or other institutional factors. For more, see Brandt et al. (2014).
6 Sng and Moriguchi (2014, pp. 458-59) acknowledge that these official tax

rates overstate the actual tax rates because of the way they were formulated.
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of the advanced European states at the time and even most of the Meiji
and modern Japanese eras.7 Sng and Moriguchi (2014) went further to
highlight how the difference in geographic size between China and
Japan impacted state capacity, administrative and legal governance, the
monetary system, and provision of public goods.

One well-known argument regards Japan’s relative cultural open-
ness toward the outside world, as symbolized by its systematic
borrowing of the Chinese political system during the 7th century.
Another point often invoked is the so-called rise of Dutch studies
(Rangaku). While both were relevant, their impact was also limited.
Dutch studies were mostly limited to medicine and science among a few
elites, foreshadowed by the dominance of Chinese Confucian ideology
(Jansen, 2000, pp. 210–15). More interestingly, as Wakabayashi (1986)
pointed out, most Dutch studies scholars were well-versed in Chinese
studies and in certain cases developed a form of ultra-nationalist,
anti-Western ideology to justify Tokugawa’s policy of closure. Further-
more, partly due to its geographic location, Tokugawa Japan’s policy of
closure was far more restrictive than Qing China until the mid-19th
century. For example, while Japan systematically persecuted and
nearly stamped out Christianity completely by the 17th century, Chris-
tianity (particularly the form promoted by the Jesuits) remained influ-
ential in China until the 18th century (Ma, 2021).

Our thesis is therefore quite different from some long-standing ar-
guments in the literature that certain initial conditions ranging from
human capital, geography, social capital, political and economic orga-
nization, or even cultural attitudes predisposed pre-modern Japan to a
much smoother transition to modern economic growth. This paper does
not aim for a comprehensive assessment of the Great or Little Divergence
debate, nor do we claim that any of these initial differences do not
matter or are unimportant. Rather, we argue that whatever differences
and similarities existed around the mid-19th century, none were more
distinctive or indisputable than their policy and regime bifurcation
during the second half of the 19th century in the face of Western
Imperialism.

3. Conceptualizing ideology

Was ideological change a prerequisite to reforms which placed the
Japanese and Chinese economies on the path to modern growth?
Addressing this question first requires a theory of ideology and ideo-
logical change. We build on the literature which views ideology as a key
component in the mental models shared by individuals holding the
ideology (Mann, 1986; Denzau and North, 1994; North, 2005; Rodrik,
2014; Mokyr, 2016; Greif and Mokyr, 2017; Iyigun et al., 2021; Ma,
2024). Specifically, following the seminal work of Denzau and North
(1994) we define ideology as the shared framework of mental models
through which one perceives the mapping of inputs to outputs. That is, one’s
ideology shapes how they perceive reality, providing both an interpre-
tation of the environment and a prescription as to how that environment

should be structured.
Ideology interacts with institutions and in many cases is a key

component of institutions.8 In line with Denzau and North (1994, p. 4),
our framework asserts that mental models are the internal representa-
tions that individual cognitive systems create to interpret the environ-
ment, while institutions are the external (to the mind) mechanisms
societies create to structure and order the environment. Our framework
goes a step further by arguing that while there is no one-to-one mapping
between ideology and institutions, ideology constitutes the “brain”: the
motivation, justification, or in some cases both the origin and purpose of
institutions. Ideology not only directly impacts current policies but also
shapes potential responses to future policies in the event of new infor-
mation and shocks. Likewise, ideologies give a certain interpretation of
the past and dictate how societies choose which kinds of historical
memories to preserve (e.g., Chinese and Japanese memories of mid-19th
century Western imperialism noted at the opening).

The mechanics through which ideological change occurs imply an
important distinction between ideology and culture, at least in the
context of our framework. Ideology tends to diffuse in a top-down process
that can be augmented by elites. This implies that political ideology
responds to the actions of political elites, religious ideology can change
due to the actions of religious elites, and economic ideology is likewise
susceptible to elite influence. The announcements of elites can therefore
serve as a coordinating mechanism around which subjects share an
ideology.9

This conception of ideology affects how one should model ideology
and the process through which ideology can change (or remain stag-
nant). Importantly, it calls for a type of model that is distinct from the
way that culture is modelled and perceived by cultural anthropologists
(Cavalli-Sforza and Feldman, 1981; Boyd and Richerson, 1985; Henrich,
2015) and economists (Bisin and Verdier, 2001, 2011). This literature
largely views culture as being transmitted through a “bottom-up” pro-
cess, either via parents (vertical transmission), peers (horizontal trans-
mission), or other adults such as teachers (oblique transmission).
Culture is much slower to change than ideology, often taking multiple
generations to change even as world events change.

Both culture and ideology contain the society-specific cognitive
shortcuts that help people cope with a complex world. A key distinction
between the two, in our conception at least, is that ideology can be
affected in the short run by elites, whereas cultural values cannot.
Hence, a model of ideological change should have different fundamen-
tals from those of cultural transmission. Whereas the former can be
augmented by the decisions of elites, the only conscious decision-makers
in the latter are parents.

Another feature of ideology that distinguishes it from culture is that
it is susceptible to change in response to outside (exogenous) events or
information. Events in the outside world can occur that are inconsistent
with one’s ideology. Such events can change how one perceives reality.
When these events happen—and if one is aware of these events—it may
affect how one perceives the mapping of inputs to outputs (Rodrik,
2014, p. 194). As Greif and Mokyr (2016, p. 31) put it, the cognitive
rules that form ideologies “tend to become unstable … when new evi-
dence emerges that is viewed as incontrovertible yet is inconsistent with
accepted cognitive rules.” In times of crisis, an ideological entrepreneur
can use such inconsistencies to promote a new ideology that benefits
their own ends (Denzau and North, 1994, p. 25; Rodrik, 2014, pp.

7 See Vries (2021, pp. 134-35). There are a few possible explanations for the
upward bias. The first is that these rates were more likely agricultural rents
rather than state revenues (Vries 2021, p. 134). If these were simply rates or
agricultural rents, they were not net revenues that reached the coffers of the
Japanese authorities. Second, the Tokugawa taxes included local taxes that
were not captured in Qing China, which only included central revenues.
Tokugawa Japan’s seemingly high tax rate had long been bemoaned as a
symbol of a highly extractive state where multiple lords squeezed the peasantry.
In this regard, Qing China’s relatively light (at least nominally) taxation seemed
to confirm the proclaimed “benevolent” nature of Confucian rule, though the
Qing may have intentionally limited their fiscal capacity as a commitment
device to not prey on their administrators (Ma and Rubin, 2019).

8 A growing literature suggests that culture and institutions also interact in
ways like those we describe above (Greif 1994, 2006; Giuliano and Nunn, 2021;
Bénabou et al., 2022; Bisin et al., 2024; Bisin and Verdier 2024; Acemoglu and
Robinson, 2024).
9 In this regard, our discussion of ideology links us to the large literature on

political legitimacy. For more, see Tyler (2006), Levi et al. (2009), Greif and
Tadelis (2010), Rubin (2011, 2017), Bisin et al. (2024), and Greif and Rubin
(2024a, 2024b).
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203–04; Becker et al., 2020).
Of course, it may be in the political authority’s interest for its sub-

jects to not update their ideology. When this is the case, the authority
may try to justify new information under the old ideological paradigm.
This can be an effective strategy because people tend to downplay in-
formation that is not consistent with their ideological beliefs (Rodrik,
2014, p. 193). Indeed, as Greif and Mokyr (2017) argue, cognitive rules
need not be correct (in the sense that they accurately reflect the outside
world), but they must be self-enforcing. For the political authority, this
means that ideology can be used as a shield to protect them from bad
shocks. This capacity to justify events is a central element of any
ideology.

So long as the shock is justifiable under the prevailing ideology, the
ideology can serve as a mechanism to mitigate the perception of how bad
the shock is. This is why viewing ideology as a mapping from inputs to
outputs is useful. A successful ideology (from the perspective of the
authority) can account for a wide number of inputs and yield similar
outputs in terms of the way the world is perceived. The extent to which
authorities are successful in justifying negative shocks in the context of
the prevailing ideology therefore depends in part on the type of outside
information that individuals receive. Information that is difficult to
verify can more easily be justified than information that is incontro-
vertible (Akerlof and Machaillat, 2018; Hong et al., 2024).

A key reason that ideology is malleable and can be used to justify
widely varying empirical realities is that individuals with different
learning experiences will have different mental models to interpret their
environment (Denzau and North, 1994; Greif and Mokyr, 2017).
Moreover, the information feedback from their choices is often not
sufficient to lead to convergence of competing interpretations of reality.
In consequence, as Frank Hahn (cited in Denzau and North, 1994, p. 4)
pointed out, “there is a continuum of theories that agents can hold and
act on without ever encountering events which lead them to change
their theories.” As emphasized by Denzau and North, there is a certain
plasticity in ideology that allows ideological change to take place in a
certain direction to justify a new regime or reform. In such cases, mul-
tiple equilibria will result.

Given that ideologies provide the mental map from inputs to outputs,
it is impossible for a society to wholesale adopt a new ideology. In some
ways, the relationship between ideology and culture bears analogy to
the relationship between technology and resource endowments in the
induced innovation literature. Here, ideology represents some form of
technology or blueprint—about how the world should be and how rules
should be formed—whereas culture represents a mental mapping of
what the world is and its existing resources. Just like Western technol-
ogies needed to be adapted to Asian resource endowments, Western
ideology needed to be absorbed in an East Asian context. Successful
adoption of Western ideologies could have thus led to higher returns to
Western production methods, which may themselves induce cultural
change and favour the building up of certain types of physical and
human capital (e.g., explorations of resources, mechanical skills, ab-
stract thinking) (Rodrik, 2014, p. 204–05; Iyigun et al., 2021; Ma, 2024).

This also means that the “cultural distance” between the borrowing
and adopting society determines the likelihood that adoption efforts will
be successful. This is partly because, like culture, much of ideological
learning requires tacit knowledge. It is much harder to adopt an ideology
that is fundamentally foreign. Individuals will have little, if any, direct
experience with a foreign ideology, making it difficult to know what the
potential outcomes are (Denzau and North, 1994, p. 10). There are
simply too many differences between distant ideologies to cleanly
identify which elements are important for making the ideology “work”
during the process of reverse engineering. On the other hand, a
“culturally close” ideology is more likely to be adopted successfully since
there are fewer elements to reverse engineer.

When, then, will a political authority attempt to promote a new
ideology? For reasons discussed above, unlike cultural change, pro-
moting new ideologies is an option available to political authorities. The

returns associated with new ideologies can be valuable to authorities
when they help fend off perceived threats to the regime. Threats that are
difficult to verify—e.g., falling behind economically—can often be
justified under the prevailing ideology. Prevailing ideologies insulate
authorities from perceived threats while new ideologies do not. How-
ever, larger threats that are more difficult for authorities to hide—e.g.,
losing a war to a neighbouring state—undermine prevailing ideologies
that justified the prevailing political order. Hence, political authorities
typically promote new ideologies only when the threat to their regime is
significant.

The preceding discussion suggests that one factor incentivizing the
promotion of new ideologies is the cultural distance between the pre-
vailing ideology and the ideology the authority is considering promot-
ing. New ideologies emerging in a cultural context similar to the
prevailing ones are easier to “reverse engineer,” and there is therefore
less variance and higher returns associated with adopting the new ide-
ology. Meanwhile, distant ideologies are harder to reverse engineer; it
may be possible to see outcomes associated with an ideology, but it is
less clear how to achieve those outcomes. Cultural distance can be
lowered though learning, translation, or intermediaries. This is less
costly when those intermediaries or translatable works have low cultural
distance from the culture in question. Cultural distance can therefore
decrease over time if nearby authorities adopt the new ideology, which
makes “reverse engineering” of the new ideology more straight-forward.
This happened, for example, when China was able to learn from Meiji
Japan, which successfully reverse engineered Western ideology in a
Japanese context (see Sections 5.1 and 5.2). These insights yield the
following prediction:

Prediction 1. A political authority is more likely to promote a foreign
ideology when cultural distance is smaller or the magnitude of the
perceived threat is larger, ceteris paribus.

Another factor that can influence whether a political authority pro-
motes a new ideology is the degree of political centralization within the
nation-state (or the degree of political fragmentation in a multi-national
framework but within a common cultural or linguistic sphere). A
decentralized state consists of many powerful individuals, any of whom
can attempt to promote a new ideology. If at least one of those author-
ities promotes a new ideology—perhaps due to facing a higher level of
perceived threat than the others—the remaining authorities face a new
decision in the future. They can adopt the ideology from their neighbors,
rather than from abroad, thus lowering the cultural distance associated
with the new ideology. Decentralization also means individual author-
ities have the power not only to adopt but also experiment with new
ideologies, putting into motion a feedback loop of successes and failures.
It therefore follows from Prediction 1 that such authorities will be more
likely to promote the ideology after their neighbors have done so. In a
decentralized society, it is therefore possible that the promotion of new
ideologies may occur over time. As some authorities promote the new
ideology, more do so over time due to lower cultural distance, and so on.
In this case, a cascade of ideological promotion occurs; even one au-
thority promoting the foreign ideology can trigger others to do so, which
triggers others to do so, and so on. This is akin to the preference reve-
lation process studied by Granovetter (1978), Kuran (1995), and many
others. This logic yields the following prediction:

Prediction 2. The likelihood of political authorities promoting a
foreign ideology is decreasing in political centralization.

4. The deep roots of modern divergence

4.1. The historical path of Chinese centralization

We start our study of the deep roots of Chinese and Japanese insti-
tutional differences in political centralization by turning to Herbert
Norman’s work written in the 1940s. While pointing out the abject state
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of the Tokugawa economy on the eve of the mid-19th century Western
imperial threat, he highlighted one critical feature that enabled a much
more dynamic Japanese response to this threat than its far more
powerful neighbor: “[i]n China, the ruling bureaucracy was civilian in
outlook, recruited through the civil service examination system, chiefly
from the gentry class. This scholar-bureaucracy had become the jealous
guardian of Confucian orthodoxy, compliance with which was the pass-
key into this bureaucracy” (p. 30). It was this mandarinate that shrank
from undertaking any far-reaching reforms.

The imperial regime of a single unitary emperor ruling over all
“under heaven,” governed by directly appointed and rotating bureau-
crats, came into form two millennia ago under China’s first unified
empire, the Qin (221–206 BCE). This system of direct administrative
rule, encapsulated in the classical Chinese terminology as a “prefectural
regime” 郡县制, was based on an ideology developed and championed
by the so-called Legalist school of thought 法家 during the Warring
States era (476–221 BCE). It formed a contrast to the earlier ideology of
Confucianism, born in the era of Warring States or the Zhou dynasty
(1046–256 BC) characterized by feudal lordship, decentralization, and
indirect rule subsumed under the term “feudal regime”封建制. China’s
first grand unification under the Qin in 221 BCE marked the rise and
dominance of the Prefectural Regime of rule—a form of centralized
absolutism—for the next two millennia despite episodes of prolonged
and violent reversals to decentralization and fragmentation (Chen and
Ma, 2024). Even though the Han dynasty—the dynasty that succeeded
the short-lived Qin rule—officially sanctioned Confucianism as the or-
thodox ruling ideology, many claim that Chinese rule is fundamentally
Legalist in nature and only Confucian in outlook 外儒内法 (Qin, 2015;
Zhao, 2015).

Among many differences between Legalist and Confucian regimes is
the former’s imperial right to personnel appointment of a rotating na-
tional level bureaucracy versus the latter’s heredity feudal lordship with
jurisdictional autonomy over their governing territories. Despite their
contrasts, both ideologies legitimated a ruler-centered state with the
Prefectural Regime having the proven merit of being a bulwark for po-
litical stability and a check against internal rebellion. In the context of
the framework proposed in the previous section, Imperial China was a
highly centralized political regime.10

4.2. The Tokugawa deviation

Japanese state-building originated by systematically borrowing the
Chinese centralized political system during the Tang dynasty (618–907
CE). Japan’s ambitious attempts at a Tang style of political centraliza-
tion quickly lost momentum and slowly disintegrated into a reversion to
a Zhou style of regime marked by decentralization and fragmentation in
subsequent centuries, partly thanks to the Sea of Japan that sheltered it
from nomadic invasion from the Chinese continent (Ko et al., 2018;
Chen and Ma, 2024). By the 17th century, the structure of the Tokugawa
regime that emerged out of Japan’s own Warring States era (1467–1567
CE) consisted of a nominal emperor with a ruling general sharing power
with multiple and semi-autonomous feudal lords called hans and
daimyos. Despite Japan’s continued borrowing of Chinese ruling ide-
ology in the form of Neo-Confucianism, synthesized by the Song scholar
Zhuxi, the Tokugawa regime seems to have resurrected China’s aban-
doned feudal past in the form of a Zhou, Confucian feudal state. Chinese
scholars who sought refuge in Japan from the fall of Ming noted this

curious anomaly, even praising Tokugawa Japan for approximating the
original ancient Confucian model of governance (Feng, 2006; Lu, 2017;
Ge, 2023).

In Tokugawa Japan, the Shogunate was more like a warrior state
than amodern state. The Shogunate and its liege vassals (hatamoto) only
directly ruled one-quarter of the territory of Japan, with the remaining
three-quarters divided into some 250 daimyos or han (see Fig. 2). By
contemporary standards, the domains resembled semi-independent
sovereign states with authority to maintain and command an indepen-
dent standing army (often in the form of samurais), set and collect taxes,
appoint local officials, and control borders. To consolidate the Sho-
gunate’s rule, daimyos were classified into two major categories based
on their historical relations with the Tokugawa clan. One class of
daimyos were called Fudai, or insiders, who were from families that had
been loyal vassals of Tokugawa Ieyasu before the Battle of Sekigahara in
1600, i.e., before he rose to national primacy. The other group was the
Tozama, which literally means outsiders of questionable loyalty. Their
ancestors did not support Tokugawa Ieyasu until 1600 or fought against
him in the Great Battle. The Tozama daimyos were discriminated against
in their political careers (Mitchell and Yin, 2022). Within this coalition
of states was the nominal Japanese emperor installed in Kyoto, who
carried no real power but formed the pillar of legitimacy to any rulers
who intended to rule, including the Tokugawa Shogun (Ge, 2023). This
unusual feudal structure was similar to that of China during the Warring
States era, where states formed alliances or rivalries yet declared alle-
giance or claimed legitimacy from the largely defunct Zhou King (Zhao,
2015). In the context of the framework presented in the previous section,
Tokugawa Japan was a highly decentralized state.

5. Ideological change and modern divergence

5.1. The Meiji reform

The intellectual resources for Japan’s initial response to the Western
threat were characteristically Chinese and Confucian. With classical
Chinese being the lingua franca for Japanese elites, Chinese writings and
reflections of their initial encounter with the West, especially China’s
defeat in the 1840s Opium War, exerted a profound impact on Japan.
The well-known admonishing by Chinese writer Wei Yuan concerned
the civilizational conflict between the Chinese (or the Civilized,华) and
the West (or the Barbarians, 夷). The most profound of Wei Yuan’s (魏
源) warnings was not just his identification of the West as the new
barbarians but also his bold justification of “Western” learning as
learning the barbarian tools to subdue the barbarians师夷之长技以制夷
(Feng, 2001, pp. 29–31). The ideas of Wei Yuan exerted a huge impact
on Japanese elites—perhaps even greater than on the Chinese, ini-
tially—and ultimately formed the main ideology of China’s
Self-strengthening movement in the next three decades. Japan’s initial

Fig. 2. Daimyo Classification in Tokugawa Japan.
Note: See Fig. 1(a) from Mitchell and Yin (2022, p. 5). We thank Austin M.
Mitchell and Weiwin Yin for allowing us to reproduce this figure.

10 Contemporary scholars have pointed to this ideological and institutional
bifurcation as the contrast of a tripartite structure of a Qin/Legalism/Pre-
fecturalism (秦制/法家/郡县) versus a Zhou/Confucianism/Feudalism (周制/儒
家/封建). Koyama et al. (2018) argue that China’s centralization was a rational
response to a large state facing a one-sided threat from the steppe. The un-
derlying reason why China was centralized is outside the scope of the present
study.
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response was fundamentally no different from China except that there
was a major regime change in the 1868 Meiji Restoration—a change we
argue below was in part due to decentralized Tokugawa political in-
stitutions. More importantly, the essence of the Meiji reform differed
from China in its vastly expanded definition and category of “barbarian
tools.”

Faced with the Western imperial challenge and demand for opening
the country, 34 out of 54 daimyos of those inquired in 1853 supported
the status quo of closure whereas 16 supported opening. However, by
1857, 20 of the 34 daimyos that were inquired supported the opening
and only seven supported closure, with seven remaining neutral (Tokyo
Metropolitan History Education Committee, 2009, p. 25). In the 1860s,
it was the four relatively powerful Tozama domains from Southwest
Japan (Satsuma, Choshu, Tosa, and Hizen; see Fig. 2) that led a rebellion
against the Tokugawa and ended the 260-year rule of the Shogunate.
The military and political alliance of the anti-Tokugawa rebels rallied
around the slogan “Revere the Emperor and expel the barbarians” (尊王
攘夷), a term originated during China’s ancient Spring and Autumn era.
By invoking the ancient slogan and reviving the long side-lined Japanese
emperor, the Southern daimyos’ alliance acquired legitimacy as a po-
tential substitute for the Bakufu regime whose relatively pragmatic
policy of opening up Japan made them look weak in its dealing with the
Western threat. Therefore, the southern daimyos allied with the Imperial
faction were largely ultra-nationalist rather than pro-West and were
initially violently opposed to compromise with the West.

In the 1860s, the anti-Bakufu (i.e., anti-Shogunate) camp forced a
weakened and humiliated Tokugawa Shogunate to carry out an extreme
anti-West policy of driving out the barbarians against Bakufu’s warning
of the superior power of the West. In 1863 and 1864, the Chosu and
Satsuma daimyos took matters into their own hands by mounting a
frontal naval assault on Western ships. It was their utter and humiliating
defeat that opened their eyes to Western military superiority. From that
point onward, defeat turned into admiration and eventually converted
into some kind of alliance between England and these two daimyos (and
against the alliance formed between France and the Bakufu forces)
(Feng, 2001; Tokyo Metropolitan History Education Committee, 2009).
More importantly, Chosu Han itself became the hotbed of intellectual
agitation of extreme emperor-based nationalism driven by lower class
samurais.11

China again offered two important lessons that laid the roadmap for
the anti-Bakufu rebels. First, it was during some of the rare overseas
visits to China—particularly the Japanese tour of Shanghai in 1862, a
treaty port opened up to Western trade after the 1842 Opium War—-
where the Japanese witnessed with shock the remarkable success of a
Western-style city alongside the humiliation of Chinese residents. This
stoked the sensitivity of those elite Japanese visitors who had long
admired classical Chinese culture. For instance, in the diary left by a
Chosu samurai on board a ship named Senzaimaru, Takasugi Shinsaku
documented his observation of how a centralized Qing imperial regime
was rendered useless in the face of the then Taiping Rebellion devas-
tation in the area. It was the local militia organized by the elites of
Hunan and Anhui provinces, rather than the central regime in Beijing,
that came to China’s rescue. This led Chinese scholar Feng Tianyu
(2001) to speculate that Shinsaku’s observation in Shanghai may have
been the inspiration behind his own efforts to raise a local army in Chosu
in 1864 that later played a decisive role in defeating the Tokugawa
forces in the battles of 1867.

On the other hand, in “feudal,” decentralized Tokugawa Japan, the

anti-Bakufu rebels appealed to the Chinese ideology of central-
ization—an ideology deeply ingrained in the Japanese elite conscious-
ness—to launch a revolution in the name of restoring the supreme rule of
an imperial power that had been poorly represented by the weak
Tokugawa bakufu in the face of impendingWestern imperial threat. This
powerful tool of legitimacy helped the Meiji rebels manage a relatively
peaceful surrender of the Tokugawa forces and some form of orderly
transfer of power despite some bloody battles.12 More importantly, once
in power, one of the first Meiji reform programs was to establish a
centralized administrative system by abolishing the independent do-
mains. This radical program went rather smoothly, precisely because of
the long-standing Chinese ideology of the prefectural system, well-
known to the Japanese at the time (郡县制/王政复古/废藩置县).13

However, unlike the 7th century, the newly centralized Meiji regime
had more than the Chinese continent to turn to for new political models
and ideological resources. In fact, despite invoking the Chinese ideology
of centralization, the Meiji reform embarked on a thorough Westerni-
zation project in its now famous motto: to seek wisdom through the
world. The West-learning movement was marked by the launch of the
well-known Iwakura mission (1871–73), which sent out cabinet level
ministers to tour the West for two years (Jansen, 2000, ch. 11–12).14

Machikita and Okazaki (2019) revisits the impact of the Meiji reform on
Japanese industrialization by using the size and distribution of indus-
trial plants as an indicator. Their analysis reveals a fundamental struc-
tural break towards modern industrialization in the two to three decades
after the 1870s Meiji reform. In particular, among the reform measures
they highlighted are the Family Registration Act of 1871 (which abol-
ished the feudal class system), the dissolution of feudal trade associa-
tions (kabu nakama) in 1872/73, the legislation of the National Bank
Act in 1872, the establishment of stock exchanges and introduction of
incorporation in the late 1870s, and the instigation of land and tax re-
form in the early 1870s. Table 1 displays some of the larger reforms.

Japan’s great enlightenment thinker, Fukuzawa Yukichi
(1835–1901), presents a vivid example which clearly illustrates the
break between the Tokugawa and the Meiji and, more generally, be-
tween the East and West. As a highly accomplished classical Chinese
scholar, Fukuzawa turned to Dutch studies in the early 1850s and
became one of the few Japanese intellectuals who managed to travel to
and spend time in theWest. In 1858, he founded a private academy, Keio
Gijuku慶応義塾, a name drawn from Chinese classics but specializing in
Western studies. Eventually, it became the forerunner of Keio Univer-
sity, Japan’s premium private university today. After the 1868 Meiji
Reform, educational reform took on a more systematic form that saw,
among many other things, the creation in 1877 of the University of
Tokyo, the first Japanese imperial university. The university was
established by emulating the German model of a research-oriented
institute. It played a major role in introducing Western technologies as
well as knowledge and ideologies, particularly through the translation of

11 While the intellectual leaders of the “Revere the Emperor and expel the
barbarians” movement, such as Sakuma Shozan and Yoshida Shoin, traced their
original inspiration to Wei Yuan, it was the Chosu-based Yoshida Shoin that left
a long-lasting legacy of students who went on to become prominent figures of
the Meiji rebellion. In particular, Yoshida Shoin was executed by the Bakufu for
his activities and was recognized as a martyr. See Jansen (2000, p. 293).

12 According to Feng Tianyu (2001, p. 118), the total number of lives lost in
the Boshin warfare of 1867 and later Satsuma rebellion in Japan was around 8,
200 and 11,500, respectively.
13 See Feng (2006). While Tokugawa Japan was characterized by a rigid caste
system with little social mobility, restrictive factor and labour markets, a
segmented domestic market, and a much greater degree of fiscal extraction due
to its multiple lordship structure, Qing China was far more unconstrained or
“modern” in all aspects. This led some Japanese scholars to remark that the
Meiji Reform was as much about modernization/Westernization as it was
restoration/Sinification (Ge 2023, p. 1). Koyama et al. (2018) also noted the
rise of an external Western imperial threat as the impetus for Meiji Japan’s
centralization policy. They argue that the magnitude of the threat was so large
that fiscal and institutional centralization was necessary. While their focus is
primarily on institutional change in the face of the Western threat, we focus on
the complementary institutional change.
14 Also see Ma (2004, 2005) for a comparative performance of the Chinese and
Japanese silk industries.
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legal and economic theoretical works. This is a crystal-clear example
how what Mokyr termed “upper-tail human capital” could contribute to
ideological change.

The two predictions laid out in Section 2 help explain this outcome.
First, faced with relatively high degrees of perceived threat from the
West in the face of humiliating military defeats, some daimyos (Chosu
and Satsuma) sought to learn from the West. Importantly, such
“learning” included ideological adoption (of course, in a Japanese
context) in addition to institutional and educational adoption. The
decentralized nature of Japan was key to this process. So long as some,
though not all, of the daimyos faced such a significant perceived threat,
the incentive to promote new ideologies was high despite the cultural
distance between prevailing ideologies and Western ones. Second, after
these daimyos promoted new, Western ideologies, it was much less
costly for other, follower daimyos to follow suit and experiment given
that they had much lower cultural distance than they did with the Eu-
ropean powers. More importantly, the independent fiscal and military
bases of daimyos allowed powerful alliances to form against the status-
quo. The centralized Meiji decision-making regime finished the job
started by the Western-looking daimyos, promoting a wholesale adop-
tion of Western ideology (with Japanese cultural attributes) and modes
of production.15

5.2. The Chinese reform

During the second half of the 19th century, the Qing did not remain
entirely passive to Western incursions. They modernized the military
through a series of government financed (or government controlled)
Western style, capital-intensive industrial enterprises, under the so-
called Self-strengthening movement (1860–1894). The Movement
emerged out of the debris of the devastating Taiping Rebellion
(1850–1864), which was defeated by local militia men raised by the
powerful Han Chinese bureaucrats, headed by a native of Hunan and
Anhui provinces. This indirectly led to the rise of powerful Han Chinese
officials, having acquired some degree of autonomous fiscal resource

such as commercial taxation, who pushed for the Self-strengthening
movement. Koyama, Moriguchi and Sng (2018) noted this curious
element of decentralization in post-Taiping China in contrast to Meiji
centralization, arguing that it was the result of the threats on multiple
frontiers faced by the Chinese in the wake of the Taiping Rebellion and
Western intrusion.

It was remarkable that Zeng Guofan, the leader of the Hunan army,
disbanded his Hunan army months after the capture of the Taiping
capital of Nanjing in 1864 as a nod to his allegiance to the Manchu
emperor in Beijing. A devout Confucian bureaucrat, Zeng placed his
faith in the legitimacy of a single imperial ruler governed through a
centralized Prefectural System and went on to become the most
powerful Han Chinese governor in the post-Taiping era to engineer the
Self-strengthening movement (Chen and Ma, 2024). Rather than a
regime change, the Self-strengthening movement, or the Tongzhi
Restoration (1860–1874), in the end defended the status quo. The
ideological orientation during this period remained conservative, as
aptly suggested by the title of Mary Wright’s (1957) classic book, The
Last Stand of Chinese Conservatism.

In contrast to the concurrent Meiji reforms in Japan, there was no
introduction of any reforms in China that touched the fundamentals of
the traditional regime. There was no introduction of a modern consti-
tution or commercial law, no reform in the currency system, and modern
banks and infrastructure such as railroads were expressly prohibited.
The Self-strengtheners displayed either indifference or hostility towards
private initiatives in the modern sector, supplied few critical modern
public goods, and, in most cases, even opposed private efforts to build
public infrastructure such as railroads and inland steam shipping
(Brandt, Ma, and Rawski, 2014). The nature of reform in this period was
summarized later by Liang Qichao—China’s foremost intellectual and
reformer of the era—as the phase of “materials things” (器物) in which
the Qing sawWestern superiority only in terms of things such as military
technology and equipment. Clearly, they were faithful to the original
Weiyuan dictum of “barbarian tools” by confining their borrowing to
machines and material objects. In contrast, the Meiji reform vastly
expanded the “barbarian toolbox” from machines to technology, in-
stitutions, and even ideology.

In contrast to Japan, political centralization (the Prefectural System)
in Qing China prevented the powerful coastal areas of Lower Yangzi and
Guangdong from engineering an independent response to Western
imperialism. But even when some elements of political and fiscal
decentralization arose from the ashes of the Taiping Rebellion, they
were quickly re-integrated under the centralized framework. In contrast,
the Meiji rebellion engineered by the powerful coastal daimyos of
Chosun or Satsuma went on to overthrow the Tokugawa Shogunate
based in Tokyo and established a new regime able to more decisively
break from the old ideological vestiges.16 This is consistent with our
framework. The conservative central government was able to prevent a
decentralized and coordinated response to the West in China, but not in
(relatively decentralized) Tokugawa Japan.

This phase ended with China’s 1894–95 shocking naval defeat to
Japan, a nation long regarded as an inferior rather than an equal (let
alone a superior). The defeat inflicted a profound mental shock on
Chinese elites and the public at large. It led to a sudden surge of interest
in the Japanese experience. Huang Zunxian, the Qing ambassador to and
keen observer of Meiji Japan, wrote a landmark study of Japan’s
transformation in 1887. Despite being delivered to the leading

Table 1
Major Changes in Institutions in Japan.

Year(s) Event

International trade 1859 Opening international trade at three ports
(Yokohama, Nagasaki, and Hakodate)

1866 Reduction of tariff rates from 20 % to 5 %
Polity 1868 Transition of the administration from Shogun to

Emperor
1871 Substitution of prefectures for han

Class system 1871 Family Registration Act (abolition of feudal
class system)

1871 Liberalization of choosing occupations
Land ownership and
taxation

1871 Liberalization of farm land utilization

1872 Liberalization of land sales
1873–78 Establishment of the modern land ownership

and land tax systems
Financial system 1872 National Bank Act

1876 Amendment of the National Bank Act; formation
of nationwide network of national banks

1878 Establishment of the Tokyo Stock Exchange and
the Osaka Stock Exchange

Corporation 1878 Relaxation of the regulation on founding
corporations

Domestic
commodity
market

1869 Abolition of checking points (sekisho)

1872–73 Dissolution of kabu nakama

Source: Machikita and Okazaki (2019).

15 The process of interpreting, adopting, and adapting Western ideology was
clearly gradual under the political framework of Meiji Japan.

16 The problem with the argument on the unity and size of China is that this
was an endogenous historical process forged by the rise of bureaucratic
centralization. The relative success of Japan, and later South Korea, Taiwan,
Hong Kong, and Singapore, seemed to show the resilience of smaller polities as
the precursors to modernizers. However, China achieved modernization only
after significant ideological transformation. The success of the post-1978 pro-
market reforms in China reveals the importance of ideological change.

D. Ma and J. Rubin Journal of Government and Economics 15 (2024) 100122 

8 



bureaucrats of the Self-strengthening movement, Huang’s work circu-
lated privately and drew little attention even when it was printed in
1895. But China’s stunning defeat turned this book into an instant best
seller, leading one gentry to lament that had we all paid attention to
Huang’s book earlier, China would have been spared over two hundred
million silver taels of war reparations—equivalent to around five times
the Qing state’s annual peacetime revenue—extracted by Japan
following its military victory (Jin and Liu, 2011, p. 66).17

Intellectual historian Ge Zhaoguang (2023) marks 1896 as China’s
key intellectual turning point. He shows that during the three centuries
prior to 1894, Japan translated 129 Chinese works while the Chinese
translation of Japanese works only amounted to 12. This trend reversed
in the decade after 1896, with 958 Chinese translations of Japanese
works but only 16 translations in the other linguistic direction. Indeed,
when Japan became the first Asian society to translate Western mate-
rials, the shared vocabulary of Chinese characters quickly installed
Japan as the natural intermediary in transmitting Western ideology to
China, especially because of the inflow of a massive numbers of Chinese
students and the outflow of Japanese advisors and teachers to China
(Ma, 2022). Beyond military victories, Meiji Japan offered a remarkable
example of a nation with a similar—or even humbler—cultural heritage
that managed to implement a comprehensive and thorough reform
agenda when confronted with a common Western threat. Through the
successful adoption of the gold standard in 1897 and the recovery of
extraterritoriality in 1899, Japan’s Westernizing reforms kept Western
capital and influence at bay. Japan’s victory over Russia in 1904–1905
(fought on Chinese soil over the control of Manchuria) sent even further
shock waves to China and around the world.18

This history is consistent with our framework. Being politically
centralized, China was unlikely to promote a foreign ideology, especially
one with high cultural distance, in the face of Western advance. Coastal
provinces, which felt the greatest threat fromWestern naval superiority,
were not permitted to formulate their own policy or promote their own
ideology. However, the loss to Japan was completely inconsistent of the
prevailing ideology of a Chinese-centric world. It was only a shock of
this magnitude—a shock completely contradictory to an ideology cen-
tred on Chinese power—that could incentivize the centralized govern-
ment to promote a new ideology. More importantly, the Chinese could
turn to Japan, who had two decades of absorbing Western culture in an
East Asian context, which substantially reduced the cultural distance for
learning from the West.

A remarkable example of Japan’s success in Western learning
lowering the cultural distance for China was the Hundred Days’ reform
in 1898, backed by the young Guangxu Emperor (r. 1875–1908). Cen-
tred in Hunan—the heartland of Self-strengthening bureaucrats—the
reform’s intellectual leaders came from Guangdong-based elites such as
Huang Zungxian, Kang Youwei, and Liang Qichao, who had prior
exposure to Western influence. Ironically, the Chinese reformers
recognized the merits of the Tokugawa style of feudal fragmentation in
generating revolutionary change. One seed of this decentralization was
sown in the era of the Taiping Rebellion, which led to the rise of Hunan
and Anhui elites. For the second half of the 19th century, the shadow of
Zeng Guofan and the Hunan faction loomed large in the Chinese political
scene (Platt, 2007; Bai et al., 2023). Supported by the Hunan governor
and elites, the Hundred-day reformers claimed Hunan as the Satsuma or
Chosu of China as their spiritual mentors. This would help them launch a

Meiji-style modernization movement in direct alliance with the young
Guangxue emperor (1871–1908) as a substitute for the old guard of the
Dowager Cixi (1835–1908).

Although the reform was brutally crushed by Cixi, the agenda of the
failed Hundred Days reform formed the core of the Qing constitutional
movement of 1903–1911, modelled directly on Japan’s Meiji reforms.
China’s new reform effort was comprehensive and ambitious. It aimed to
prepare China for a constitutional monarchy by drafting a formal
constitution that would establish national, provincial, and local parlia-
ments. Administrative reforms sought to modernize public finance and
adopt a national budget. The reform initiative gave birth to new Min-
istries of Education, Trade, and Agriculture and encouraged the found-
ing of local chambers of commerce. Policy initiatives aimed at currency
reform, the establishment of modern banks, and the expansion of rail-
roads and other public infrastructure. The abolition of the millennia-old
Civil Service examination in 1905 opened the door to a modern school
system, giving birth to what are today China’s best-known
universities.19

The impact of this policy and regime shift in China was immediate
and momentous. Through the compilation of new sectoral statistics on
trade, modern industry, and infrastructure, Ma (2012) shows a clear
economic take-off around the end of the 19th century, four decades after
China opened to Western imperialism but precisely two decades after
Japan’s Meiji reform. This take-off, triggered by China’s shock defeat by
Japan during 1894–95, began with labour-intensive sectors, then spilled
over into capital-intensive industries, banking, infrastructure, educa-
tion, and cultural institutions. This sectoral growth was not
well-captured in per capita GDP figures, as revealed in Fig. 1, as the
modern sectors came about only around the turn of the last century and
started from a tiny base dwarfed by the traditional agriculture (Rawski,
1989). Despite economic and social progress, the early 20th century
(especially after the 1911 Republic Revolution) saw China enter un-
chartered ideological waters marked by the rise of monarchism,
republicanism, and eventually communism. Political decentralization
slowly became the order of the day, contributing to the epochal but
relatively bloodless 1911 Revolution. While this is not the place to
comprehensively assess the early 20th century, ideology clearly reigned
supreme throughout this era.

6. Conclusion

This paper presents a theory of ideological change and applies it to
the cases of 19th-century Japan and China. The divergence between
these two economies requires more than an explanation based on nar-
row self-interest or institutions. New technologies and production pro-
cesses require complementary ideological inputs—those valuing certain
forms of education, willingness to adopt from supposedly inferior cul-
tures, openness to new ways of doing things, and so on. This paper
provides a framework for understanding when such ideological changes
may occur. We argue that societies with centralized political institutions
are less likely to adopt new ideologies and that ideological adoption is
less likely to occur when the “cultural distance” between societies is
large.

Applying these insights to China, we argue that China’s highly
centralized and absolutist political regimes and traditional dominance in
a China-centered world order not only led to a closure of mind to new
intellectual resources but also an initial failure to even recognize or
perceive the impending crisis. Meanwhile, Tokugawa Japan’s decen-
tralized feudal order and its peripheral and modest size in the China-
dominated order may have played a key difference in opening it to a

17 Koyama et al. (2018) argue that China’s loss in the Sino-Japanese War
meant that (p. 192) “Chinese enthusiasm toward reform rose after they wit-
nessed in the 1894-95 Sino-Japanese War Japan’s rapid transformation into a
modern power.” They frame this as encouraging reform only “when the
perceived benefits were huge.” We argue for an alternative, though comple-
mentary interpretation—the loss in the Sino-Japanese War meant that the
prevailing China-centered ideology was no longer tenable.
18 See Ma (2022) for this narrative and related references.

19 See Ma (2022) and Kung (2022) for an overview on the turn of the century
breakpoint in education, missionaries, and numbers of treaty ports, which
became the institutional foundations underpinning the rise of modern industry,
banking, public finance, and the monetary regime.
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new ideological horizon. These were surely not the only causes of
divergence, but the key events of this period are difficult to conceptu-
alize without a framework for understanding ideological change.

Our distinction is therefore a corrective to works that place a strong
emphasis on institutions alone, such as private property rights, de-
mocracy, rule of law, or inclusive institutions. In our framework, in-
stitutions are just as embedded in culture as in ideology. While we
critique the overly optimistic and simplistic argument of a universal
institutional rule (e.g., the Washington Consensus) to economic devel-
opment, we are more optimistic on the aspect of economic change than
the broad cultural argument. Instead of advocating deep cultural
changes which are time-resistant, we argue that economic change can
happen in concurrence with ideological change imposed from the top-
down.
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