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Abstract 

The present study focuses on the local organizations and state extraction in rural 

China from 1949 to 1956. But in order to provide an understanding of context and 

processes the thesis at the same time examines the secular changes in local 

organizations and the historical experience of state extraction in rural China 

during a relatively long period from the fourteenth century to 1956. Specifically, 

the present study focuses on the relationships between local organizations and the 

efficiency (transaction costs) of state extraction in rural China from the fourteenth 

century to 1956, and finds that the actions and interactions of the state (or rulers), 

state agents (recorders in lijia organization and lineage leaders before the 

twentieth century, local bosses during the first half of the twentieth century, and 

heads and recorders in the collectives after 1949), and constituents (the common 

peasants) led to the changes of institutions in state extraction (forms of taxation, 

forms of contract between the state and state agents, structures of local 

organizations) and institutions in broader social context (informal institutions), 

and the changes in the efficiency (transaction costs) of state extraction, by using 

the historical experience of state extraction from villages in A County (a County 

in southeast China) from the fourteenth century to 1956 as a case study. The thesis 

therefore revises key aspects of the new institutionalism model (Williamson 1975; 

North 1981, 1991; Kiser 1994; Levi 1988), and develops a new model for 

understanding organizations, what might be called the process institutionalism 

model. In contrast to the new institutionalism model which emphasizes the 

efficiency properties of alternative forms of organization, and their centrality to 

the actions and interactions of organization participants and the other actors in 



iii 
 

broader social context, the process institutionalism model focuses on the 

processes whereby the organizational participants and the other actors in broader 

social context, having different interests and valuing various inducements, take 

actions and interact with each other, and emphasizes that the processes of the 

actions and interactions of organization participants and the other actors in 

broader social context are fundamentally important to the changes in organization 

structures and the other institutions in broader social context, and the changes in 

the efficiency of institutional patterns. Secondly, the present study follows the 

research approach opened by Schumpeter (1991) and develops a relatively 

complete framework to understand the changes in state institutions, and the 

efficiency of state extraction, not only in China, but also in the other countries 

after the fourteenth century (including the development of a relatively strong 

central representative institution in England in the seventeenth century and the 

establishment of bureaucratic monarchy in the major European continental 

countries in the eighteenth century). 
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Chapter 1 Introduction 

After the fourteenth century, in China, England, and the major European 

continental countries (such as Prussia, Austria, etc.), rulers, being faced with the 

growing expenses of warfare and the expanding inefficiency of older state 

extraction system (and some other factors such as courtly waste), took actions and 

interacted with state agents (such as magistrates and their underlings, recorders in 

lijia organizations, and lineage leaders in rural China, the estates in European 

countries) and constituents, to transform the state extraction institutions, which led 

to the formation of tax states, and thus made the first move toward modern states 

(Schumpeter 1991: 104-8; and see Chapter 4 of this thesis). 

 

Yet, the subsequent changes of state institutions in the countries markedly 

diverged: the formation of tax state in England led to the persistence and 

reinforcement of parliamentary institutions after the fourteenth century and thus 

the development of constitutional monarchy after the seventeenth century (Tilly 

1975; Ardant 1975: 196), the formation of tax states in Prussia and the other major 

European continental countries led to the emergence of princely bureaucracies and 

thus absolute monarchies beginning in the sixteenth or seventeenth centuries 

(Kiser and Schneider 1994; Ardant 1975: 196, 199), and the formation of tax state 

in China led to the persistence of a mixture of wage contract (bureaucracy) and 

tax farming contract from the fourteenth century to the twentieth century, with 

transition to a relatively pure tax farming contract during the first half of twentieth 

century, and resurgence of a mixture of wage contract and tax farming contract 

after 1949 (see Chapter 4 and Chapter 5).  
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Thus, a consistent theoretical framework is needed to understand how the actions 

and interactions of participants of local organizations (such as recorders in lijia 

organization and lineage leaders before twentieth century, local bosses during the 

first half of the twentieth century, and heads and recorders in the collectives after 

1949, in rural China) and the other actors in broader social context (such as rulers 

and constituents) led to the changes in the institutions in state extraction (such as 

structures of local organizations, forms of taxation and forms of contract between 

the state and state agents) and those in broader social context (such as informal 

institutions), and the changes in the efficiency of state extraction (not only for 

specific actors in state extraction but also for the whole society), in different 

situations after the fourteenth century.  

 

Just as Schumpeter (1991: 101) has said, “the spirit of a people, its cultural level, 

its social structure, the deeds its policy may prepare—all this and more is written 

in its fiscal history, stripped of all phrases. He who knows how to listen to its 

message here discerns the thunder of world history more clearly than anywhere 

else.” The present study thus focuses on the local organizations and state 

extraction in rural China from 1949 to 1956. But in order to provide an 

understanding of context and processes the thesis will at the same time examine 

the secular changes in local organizations and the historical experience of state 

extraction in rural China during a relatively long period from the fourteenth 

century to 1956, in order to “detect trends and to verify theories about what the 

trends should be” (Tilly 1975: 4).  

 

Specifically, the present study focuses on the relationships between local 



3 
 

organizations and the efficiency (transaction costs) of state extraction in rural 

China from the fourteenth century to 1956. It does this in order to explain the 

processes whereby the actions and interactions of the state (or ruler), state agents, 

and constituents led to the changes in the institutions in state extraction and the 

institutions in broader social context, and the changes in the efficiency 

(transaction costs) of state extraction, by using the historical experience of state 

extraction from villages in A County (a County in southeast China) from the 

fourteenth century to 1956 as a case study. In the present study the state agents 

were recorders in lijia organization and lineage leaders before the twentieth 

century, local bosses during the first half of twentieth century, and heads and 

recorders in the collectives after 1949 respectively, and the constituents were 

common peasants in rural China. The institutions in state extraction included 

forms of taxation, forms of contract between the state and state agents, and 

structures of local organizations. The institutions in broader social context were 

the informal institutions. 

 

There are three central hypotheses developed in the thesis concerning the 

relationships between the actions and interactions of the state, state agents and 

constituents in rural China and the efficiency of state extraction. The first 

hypothesis holds that before the twentieth century the actions and interactions of 

the state, recorders in lijia organizations, lineage leaders, and common peasants 

led to the efficiency of state extraction for the whole society, and also efficiency 

for the state, state agents (recorders in lijia organizations and lineage leaders), and 

local community respectively. The second hypothesis is that throughout the first 

half of twentieth century the interactions of the state, state agents and common 

peasants led to efficiency of state extraction for state agents (local bosses) in rural 
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China but great inefficiency of state extraction for the whole society, the state and 

common peasants respectively. The third hypothesis to be considered in the 

present thesis is that by 1956 the state, the heads and the recorders in the 

collectives, and the common peasants, led to not only social efficiency of state 

extraction for the whole society but also private efficiency for the state, the poor 

and the lower-middle peasant households, the rich and the upper-middle peasant 

households, and the households with insufficient labor in rural China respectively. 

 

The theoretical contribution of the present study is a revision of the new 

institutionalism model (Williamson 1975; North 1981, 1991; Meyer & Rowan 

1977; DiMaggio & Powell 1983; Whiting 2001) by emphasizing the processes 

whereby the organization participants and other actors in broader social context 

take actions and interact with each other. Specifically, on the one hand, the present 

study involves not only the structures of local organizations but also the forms of 

state extraction (including the forms of taxation and the forms of contract between 

the state and state agents) and the institutions in broader social context (such as 

the Confucian moral discourse interwoven with the Buddhist, the Daoist and the 

local cult discourses; the class discourse) into the scope of study. On the other 

hand, the present study emphasizes the centrality of the actions and interactions of 

organization participants (such as heads and recorders, and the common peasants 

in local organizations) and the other actors in broader social contexts (such as 

rulers) to not only the changes of institutions in state extraction (and those in other 

spheres), and the changes in the efficiency (transaction costs) of state extraction, 

but also the changes in the incentive structures of the organization participants and 

the other actors themselves.  
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Secondly, the present study follows the research approach opened by Schumpeter 

(1991: 106-8, 110-1) which emphasizes that the actions and interactions of actors 

in state extraction are fundamentally important to the changes of the institutions in 

state extraction and the institutions in other spheres, especially after the fourteenth 

century. The present study not only involves the secular changes in local 

organizations and the historical experience of state extraction in rural China 

during a relatively long period from the fourteenth century to 1956, but also 

focuses on the “turning points” (such as the first half of the twentieth century, and 

the period 1949 to 1956) during which the actions and interactions of the state, 

state agents, and constituents led to the changes in the forms of state extraction 

(including the forms of taxation, and the forms of contract between the state and 

state agents), the structures of local organizations, and the informal institutions.  

 

Specifically, in Chapter 2, I review the relevant literatures on organizations and 

efficiency of state extraction. Firstly, I clarify the key concepts in the current study: 

organization and efficiency of state extraction. Secondly, I review the literatures 

on local organizations and state extraction in rural China from 1949 to 1956, and 

some relevant literatures on the local organizations in rural China under the 

Communist regime in the other periods and some relevant literatures on the 

organizations in urban China under the Communist regime are also reviewed. The 

data from the literatures on the local organizations and state extraction in rural 

China from the fourteenth century to 1949 are used to illustrate the historical 

experience of state extraction from the fourteenth century to 1949, and the 

corresponding literatures are reviewed in Chapter 4. Thirdly, I identify several 

research gaps in the existing studies of local organizations and state extraction in 

Communist China, and some research gaps in the existing studies of state 
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extraction in the other countries. 

 

In Chapter 3, I describe the research methodology including the research site, data, 

and unit of analysis. Firstly, I describe the characteristics of ‘A’ County in 

Guangdong Province, and explain why ‘A’ County is chosen as the case. Secondly, 

I review the data used in the study, and illustrates how the data have been 

collected. Thirdly, I illustrate the unit of analysis in the current study. 

 

In Chapter 4, by revising the new institutionalism model, I illustrate how the 

actions and interactions of the organization participants and the other actors, 

which were constrained by the forms of local organizations and the other 

institutions in broader social context, led to the changes in the transaction costs 

and the allocation of transaction costs among the actors in state extraction, and 

thus contributed to the changes in the efficiency of state extraction in the 

countryside in southeast China from the fourteenth century to 1949. 

 

In Chapter 5, I describe the forms of state extraction, the structures of local 

organizations and the informal institutions in rural China from 1949 to 1956. It is 

found that from 1949 to 1956, the forms of state extraction, together with the 

structures of local organizations in rural China imposed on the heads and the 

recorders in the local organizations the incentive to fulfill the state extraction 

quotas for the collectives, the incentive to divert wealth from the rich and the 

upper-middle peasant households to the poor and the lower-middle peasant 

households in the collectives, and the incentive to ensure that the well-being of the 

rich and the upper-middle peasant household was not reduced after joining the 

cooperative; while the class discourse, through the village rituals in the peasant 
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meetings, was fused with traditional moral values possessed by the peasants in the 

village, and thus legitimatized the incentives imposed by the forms of state 

extraction and the structures of local organizations on the heads and the recorders 

in the collectives. 

 

In Chapter 6, by revising the new institutionalism model, I illustrate how the 

actions and interactions of the state, the heads and the recorders in the collective, 

and the common peasants, under the constraints of the forms of state extraction, 

the structures of the collectives and the informal institutions (the class discourse 

imposed by the state and the Confucian moral discourse interwoven with the 

Buddhist, the Daoist and the local cult discourses in the village), led to not only 

(social) efficiency of state extraction for the whole society but also (private) 

efficiency for the state, the rich and the upper-middle peasant households, the poor 

and the lower-middle peasant households and the peasant households with 

insufficient labor respectively by 1956. 

 

Chapter 7 is the discussion and conclusion chapter. In this chapter, by examining 

the secular changes in local organizations and the historical experience of state 

extraction in rural China during a relatively long period from the fourteenth 

century to 1956, and comparing the historical experiences of China and the 

western countries (England and the major European continental countries), the 

present study not only develops a consistent theoretical framework to understand 

the mutual interactions between the actions and interactions of organization 

participants and other actors in state extraction and the institutions in state 

extraction (and those in broader social context) after the fourteenth century, but 

also goes beyond the new institutionalism model and develops a new model for 
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understanding organizations: the process institutionalism model. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



9 
 

Chapter 2 Literature review 

The present study revises key aspects of the new institutionalism model, and 

applies the revised new institutionalism model to understand the local 

organizations and the efficiency of state extraction in rural China. First, the 

present study involves not only the forms of organizations and the other 

institutions in broader social contexts but also the process of the actions and 

interactions of organization participants and the other actors. In contrast to the 

new institutionalism model which emphasizes the efficiency properties of 

alternative forms of organization, and their centrality to the actions and 

interactions of organization participants and the other actors in broader social 

context, the present study emphasizes that the actions and interactions of 

organization participants and the other actors are fundamentally important to the 

changes in the organizational structures and the other institutions, and the changes 

in the efficiency of state extraction. 

 

Second, the present study understands the efficiency of state extraction from the 

angle of transaction cost, and explores the efficiency of state extraction from four 

perspectives: the transaction costs imposed on state extraction, the social loss 

incurred through state extraction, the transaction costs of changing institutional 

arrangements, and the mechanism for allocating transaction costs of state 

extraction among the state and the other actors in society. 

 

Third, several research gaps in the existing studies of local organizations and state 

extraction in Communist China, and even the research gaps in the existing studies 

of state extraction in the other countries, are illustrated. Firstly, limited studies 

explore how the informal institutions existing in broader social contexts impact 

the behaviors and interactions of the organization participants and the other actors 

in state extraction in Communist China, with only few exceptions. Secondly, 

limited studies examine how the organization participants and the other actors in 

broader social context, especially the ordinary people, act and interact with each 

other during the process whereby the local organizations perform functions in 
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state extraction in Communist China. Thirdly, the existing studies mostly neglect 

the transaction costs on the actors other than the state in state extraction and the 

mechanism for allocating costs of state extraction among the actors, and thus fail 

to understand the efficiency of state extraction in broader social context. 

 

Specifically, Section 2.1 clarifies the key concepts in the current study: 

organization and efficiency of state extraction. Section 2.2 reviews the literatures 

on local organizations and state extraction in rural China from 1949 to 1956, and 

some relevant literatures on the local organizations in Communist China in the 

other periods and some relevant literatures on the organizations in urban China 

under Communist regime are also reviewed. Section 2.3 identify several research 

gaps in the existing studies of local organizations and state extraction in 

Communist China, and some research gaps in the existing studies of state 

extraction in the other countries. 

 

2.1 Concepts: organization and efficiency of state extraction 

2.1.1 Organization 
There are three perspectives employed in the definition of an organization: the 

rational system perspective, the natural system perspective and the open system 

perspective (Scott 1992: 21); this study would follow the tradition of the new 

institutionalism model, make some revisions to the new institutionalism model, 

and seek to reconcile and combine the three perspectives on organizations. The 

three perspectives on organizations are different in the three aspects of the 

definition of organizations: the focus of definition, the relationships between 

organization participants and the structures of organizations, and the relationships 

between the organization and its environment (Scott 1992; Pfeffer 1998: 734; 

Etzioni 1964; Williamson 1975; Arrow 1974; Granovetter 1985; Meyer & Rowan 

1977; DiMaggio & Powell 1983). 

 

The rational system perspective focuses on “the normative structure” of an 

organization, emphasizes the individual participants’ conforming to “the 

normative structure” of an organization, and thus perceives an organization as a 

closed system (Scott 1992: 23; Etzioni 1964: 3-4). First, the rational system 
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perspective emphasizes “the normative structure” of an organization which is 

“specificity of goals and formalization of rules and roles” (Scott 1992: 23; Etzioni 

1964: 3-4). Second, the rational system perspective portrays the structure of an 

organization as a “tool” deliberately designed for “the disciplined performance of 

organization participants” and “the efficient realization of ends” (Scott 1992: 48; 

March & Simon 1958: 169-171), and thus discounts the impacts of the individual 

participants, especially the participants at the bottom level of the organization on 

the organizational structure (Scott 1992: 49-50; Etzioni 1964: 3). Third, the 

rational system perspective tends to dismiss the impacts of the broader social 

context on the organizational structure and the organization participants, and thus 

portrays an organization as a closed system (Scott 1992: 49-50; Etzioni 1964: 3). 

 

The natural system perspective focuses on the “behavioral structures” of 

organization participants, and emphasizes the relationship between an 

organization and the behaviors of organization participants. The natural system 

perspective, similar to the rational system perspective, tends to overlook or 

underestimate the impacts of the external environment on an organization (Scott 

1992: 73, 75; Pfeffer 1998: 734). First, the natural system perspective focuses on 

the “behavioral structures” of the organization participants, which are the fact that 

the organization participants engage in collective activities, informally structured, 

to secure the survival of the organization (Scott 1992: 25, 73; Pfeffer 1998: 734). 

Second, the natural system perspective sees the relationship between an 

organization and the behaviors of organization participants as an interactive one. 

On the one hand, the natural system perspective views the organizations as social 

contexts, and examines their impacts on the behaviors of the organization 

participants. On the other hand, the natural system perspective emphasizes that the 

individual participants’ concern with the well-being and their behaviors are 

relevant to an understanding of the organization (Scott 1992: 75; Pfeffer 1998: 

734). Third, the natural system perspective tends to discount the impacts of 

external environment on the organizations, concentrate on the internal 

organizational arrangements, and thus treat the organization as a closed system 

(Scott 1992: 73).  
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The open system perspective focuses on the process whereby organizations 

perform functions and interact with the environment. It emphasizes that 

organizations are essentially systems of interdependent activities of the 

organization participants, and argues that organizations are “embedded in the 

environment in which they operate” (Scott 1992: 25, 92-94; Williamson 1975; 

Arrow 1974; Granovetter 1985; Meyer & Rowan 1977; DiMaggio & Powell 

1983). First, the open system perspective shifts attention from organization 

structures to processes whereby organizations perform functions which include 

the operation and the persisting of the organizations in the environment over time 

(Scott 1992: 25, 73, 93; Meyer & Rowan 1977; DiMaggio & Powell 1983). 

Second, organizations need to be seen, not as formal structures, but as processes 

whereby the individual organization participants, having different interests and 

valuing various inducements, interact with each other and other actors in the 

external environment (Scott 1992: 25, 73, 93; Williamson 1975; Arrow 1974; 

Granovetter 1985). Third, organizations are open to and dependent on flows of 

personal, resources, and information from environment (Scott 1992: 25, 73, 93; 

Arrow 1974; Granovetter 1985; Meyer & Rowan 1977; DiMaggio & Powell 

1983). 

 

In short, each of the three perspectives focuses on “a set of significant and 

enduring features of organizations” by emphasizing different aspects of the 

organization (Scott 1992: 95). The rational system perspective focuses on the 

normative structure of the organization, the natural system perspective focuses on 

the behavioral structure of the organization, and the open system perspective 

focuses on the process whereby the organization performs functions and interacts 

with the environment. 

 

The new institutionalism model seeks to reconcile and combine the three 

perspectives on organization, and emphasizes not only the institutional structures 

of the organization and the other institutions but also the processes whereby the 

organization performs function (Williamson 1975; North 1981, 1991; Whiting 

2001). The present study, on the one hand, follows the approach of the new 

institutionalism model which emphasizes the interactions between the actions and 
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interactions of organization participants and the other actors in broader social 

context and the forms of the organization and the other institutions (Williamson 

1975; North 1981, 1991; Meyer & Rowan 1977; DiMaggio & Powell 1983).  

 

On the other hand, in contrast to the (‘traditional’) new institutionalism model 

which emphasizes the efficiency properties of alternative forms of organizations, 

and their centrality to the actions and interactions of organization participants and 

the other actors in broader social context (Williamson 1975; North 1981, 1991); 

the present study emphasizes that the process whereby the organization functions 

is virtually a series of actions and interactions of organization participants and the 

other actors in broader social contexts, and the process of the actions and 

interactions of organization participants and the other actors in broader social 

context is fundamental important to the evolution of organization structures and 

the other institutions in broader social context, and the changes in the efficiency of 

institutional patterns. 

 

Firstly, the present study emphasizes that both the institutional structures (or 

forms) of the organization (such as the institutional arrangements of property 

rights) and the structures (or forms) of the institutions existing in broader social 

contexts (such as customs, moral rituals, taboos, traditions, codes of conduct, 

ideologies, moral discourses, social network, etc.) would impose incentives to and 

“perceptions” (or “ideas”) on the behaviors of the organization participants and 

the other actors in society, and the interactions among them (North 1981, 1991; 

Meyer & Rowan 1977; DiMaggio & Powell 1983; Granovetter 1985; Chang 

2007a).  

 

Fundamentally, the constraints imposed by the structures of the organization and 

other institutions in external environment manifest themselves as the incentives to 

and the perceptions on the behaviors of the actors1. On the one hand, the 

incentives imposed by the structures of the organization and the other institutions 

                                                      
1 The previous writers (North 1981, 1991; Zhou 1993) tend to distinguish between the incentives 
imposed by institutions from the constraints imposed by institutions. In my opinion, the 
incentives imposed by institutions are both the constraints on the behaviors of actors and the 
tools used by the actors to achieve private efficiency. More would be said below. 
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provide “repertory of programs” for the behaviors of the actors, especially when 

the contradictions in the structures of institutions lead to the contradictions 

between the incentives. On the other hand, the perceptions (or “ideas”) of the 

institutions are both the structural characteristics relied on by the actors to find the 

meanings in the incentives and actions, and the tools used by the actors to 

legitimize their incentives and actions (Barbalet 2009: 143; Chang 2007a: 9-10).  

 

Secondly, through the actions and interactions, the organization participants and 

the other actors in society positively select between the incentives and between 

the perceptions (ideas) imposed by the forms of the organization and the other 

institutions existing in broader social context, use the “perceptions” (or the “idea”) 

to find the meanings in the incentives and the actions, achieve their private 

efficiency, discover their preferences, and at last lead to the operation and 

evolution of the organization (Barbalet 2009: 143-4, 4, 7-9; Chang 2007a: 9-10).  

 

It is noteworthy that the actions and interactions of the actors (whose actions and 

interactions compose the process whereby the organization functions), rather than 

the structures of the organization, are central for the evolution of the organization. 

The main reason for the centrality of the actions and interactions of the actors to 

the evolution of organization is the structural contradictions existing in the formal 

and informal institutions. The structural contradictions in institutions lead to the 

contradictions between the incentives and between the perceptions (or “idea”) 

imposed by the institutions on the behaviors of the actors. The actors thus have 

“no alternatives but to choose between emergent opportunities” (Barbalet 2009: 

145), and are impelled to take deliberate actions: the actors choose between the 

incentives and between the perceptions (or ideas) and between the incentive and 

the perception, use the institutions to achieve their private efficiency and to 

legitimize their incentives and behaviors, and thus lead to the evolution of the 

organization.  

 

Thirdly, through ascribing the operation and evolution of the organization to the 

actions and interactions of organization participants and the other actors in 

external environment rather than the relatively stable structures (or forms) of the 
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organization and the other institutions, time and uncertainty is relevant in the 

operation and evolution of the organization, since “action necessarily occurs 

through time” and is inevitably directed to an uncertain future (Barbalet 2009: 

154).  

 

Fourthly, through relating the actions and interactions of organization participants 

and other actors to the operation and evolution of the organization, the structure of 

the organization is only one of a number of the possible determinants of the future 

state of the organization rather than the only determinant of the future state of the 

organization, and the actions of the actors other than the organization participants, 

and the institutions in external environment are relevant in the operation and 

evolution of organization. Thus, the organization is open to the environment.      

 

In short, the current study follows the tradition of the new institutionalism model, 

and makes some revisions to the new institutionalism model. First, organizations 

are not only the collectives with structures exhibiting relatively high level of “goal 

specificity and formalization of rules and roles” but also the processes whereby 

the organizations perform functions and interact with environment (Meyer & 

Rowan 1977: 341). Second, the processes whereby organizations perform 

functions are virtually systems of interdependent behaviors linking shifting 

coalitions of organization participants and the other actors in external environment 

(Scott 1992: 25). Third, the behaviors and interactions of the organization 

participants are impacted not only by the structures of organizations which can be 

viewed as social contexts but also by the external environment of organizations 

(Arrow 1974; Granovetter 1985; Meyer & Rowan 1977; DiMaggio & Powell 

1983). Fourth, the actions and interactions of the organization participants and the 

other actors in broader social context are fundamentally important to the changes 

in organization structures and the other institutions, and the changes in the 

efficiency of state extraction.  
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2.1.2 Efficiency of state extraction 

The present study revises the new institutionalism model, and understands the 

efficiency of state extraction from the angle of transaction cost, and explores the 

efficiency of state extraction from four perspectives: the transaction costs imposed 

on state extraction, the social loss incurred through state extraction, the 

transaction costs of changing institutional arrangements, and the mechanism for 

allocating transaction costs of state extraction among the state2 and the other 

actors in society (Levi 1988; McGuire & Olson 1996; North 1981, 1991; 

Williamson 1975; Lin 1990; Dong 1998; Kiser & Schneider 1994; Azabou & 

Nugent 1988; Whiting 2001). Following the research line opened by the new 

institutionalism model, the current study understands the efficiency of state 

extraction in a broader social context, and involves the institutional changes into 

the study, rather than focuses only on the private efficiency (private transaction 

costs) of state extraction for the state (or the ruler) under existing institutional 

arrangements. 

 

State extraction is not only the process whereby the revenues are extracted by 

state from its constituents (Whiting 2001: 18-20), but also the process constrained 

by transaction costs. The allocation of transaction costs among the actors in state 

extraction leads to the difference between the “private costs” (private efficiency) 

for the actors and the “social costs” (social efficiency) for the whole society (Levi 

1988: 24). The existing studies (Levi 1988; Wang 1994: 91-112; Whiting 2001) 

emphasize the private transaction costs (private efficiency) borne by the state 

(such as the revenue collector, the ruler), and directly relates the changes in 

private transaction costs to the changes in institutions. Indeed, it is the changes in 

the private transaction costs (private efficiency) of the behaviors of the actors 

(arising from the structural contradictions in the forms of the organization and the 

other institutions) which elicit the “decisions and choices” of the “self-conscious 

                                                      
2 Following Schumpeter’s (1991: 110) and Levi’s (1988: 104) approaches, the present study not 
only recognizes the state (or the ruler) as an actor in state extraction “with which negotiations 
and exchange take place”, but also perceives the state as an institutional entity and thus 
illustrates the changes in state institutions.  
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actors” 3  (Barbalet 2009: 147). In other words, it is the private-efficiency 

maximizing considerations (which is about how to behavior) rather than the 

self-interested (or other-interested) preferences (which is about what to achieve) 

which consistently direct the actions of the organization participants and the other 

actors, and thus the evolution of the organization. 

 

Yet, the existing studies (including those adopting new institutionalism model) 

(Levi 1988; Wang 1994: 91-112; Whiting 2001) on the one hand, tend to focus 

only on the transaction costs which face the state (or the ruler) when the ruler 

seeks to maximize state revenue, and thus neglect the transaction costs on the 

actors other than the state; on the other hand, tend to center on the transaction 

costs under the existing institutional arrangements, and thus neglect the 

transaction costs of changing institutional arrangements which arise when actors 

are taking deliberate actions to change the existing institutions rather than 

behaving habitually. Firstly, it is not uncommon for the ruler to achieve private 

efficiency through shifting the transaction costs to the other actors in society, and 

thus creates an illusion of efficient state extraction (North 1981). In other words, 

high state revenue with low transaction costs on the state does not necessarily 

mean high efficiency of state extraction. It is only through involving the 

transaction costs on all the actors in state extraction into the scope of study that 

the efficiency of state extraction can be fully understood.  

 

Secondly, although the actors in state extraction tend to be free from the 

transaction costs of changing institutional arrangements when they behave 

habitually under the existing institutional arrangements, they are faced with the 

costs of changing institutional arrangements when taking deliberate actions to 

search for appropriate institutions (and thus selecting the incentives and the 

programs embodied in the newly selected institutions), and to implement the new 

institutions (Barbalet 2009: 150-3; Williamson 1975). On the one hand, it is not 

                                                      
3 Legitimacy which is about the actors’ “shared perceptions” (or the “ideas”) imposed by 
institutions is another constraint on the actions of the actors (Barbalet 2009: 143; Chang 2007a: 
9-10). On the one hand, the actors relied on the institutions to understand the actions in which 
they have engaged and find some meanings in them; on the other hand, the actors intentionally 
use the perceptions (or the ideas) to legitimize their incentives (or preferences) and their actions. 
(Barbalet 2009: 151-2; Chang 2007a: 9-10; Meyer & Rowan 1977) 
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uncommon that an inefficient institutional pattern is maintained rather than 

replaced by the new (efficient) institutional pattern since the inefficiency of 

engaging habits has not been increased to the extent that the costs of established 

coordinated sequencing are higher than the costs of “deliberately selecting 

alternative behaviour sequences”. On the other hand, during the course of actions 

taken by actors to change the institutions, not only the transaction costs of the 

behaviors under the alternative institutional arrangements, but also the transaction 

costs of searching for appropriate institutions and implementing new institutions, 

are involved in the consideration by the actors, and thus led to variations in 

institutional choices under different conditions. 

 

Therefore, the current study revises the state extraction model developed by 

McGuire and Olson (McGuire & Olson 1996: 75-80), and involves the transaction 

costs of changing institutional arrangements into the scope of the study. That is, 

the present study understands the efficiency of state extraction in broader social 

context rather than focuses only on the private efficiency of state extraction for the 

state, and illustrates the efficiency of state extraction under the institutions, the 

changes of which depend on the actions and interactions of actors. It can be 

clearly seen from equation (1).   

 

Yn = Y(G) – C1 – C2 (– C3) – G4                                  (1) 

Yn = Net production of the whole society  

Y(G) = Potential gross production  

                                                      
4 It is noteworthy that since the transaction costs incurred through state extraction may manifest 
themselves in objective form (e.g. decrease in production) or subjective form (e.g. increase in 
drudgery) or both depending on the context in which the actions related to state extraction are 
taken, it is possible that some specific transaction costs incurred through state extraction 
(especially those expressed in subjective form) cannot be converted to measurable units of 
production. When this is the case, the specific transaction costs in question cannot be directly 
involved in equation (1). Thus, here it is assumed that all the transaction costs incurred through 
state extraction including those manifested in subjective form can be converted to measurable 
units of production. (For instance, although the costs of delivering tax grain to state granaries 
were manifest in the form of drudgery of labor expended by the peasants who are required to 
send the grain to the state, the costs of delivering tax grain to state granaries can be roughly 
converted to measurable units when wages are paid to the peasants to offset the drudgery of the 
forced labor.) In addition, we should remember that both the transaction costs manifested in 
objective form and the transaction costs expressed in subjective form are objectively existing 
constraints imposed on the actions of actors. 
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C1 = Transaction cost directly imposed on state extraction  

C2 = Social loss incurred through state extraction 

C3 = Transaction cost of changing institutional arrangements  

G = Public good factor input   

 

Specifically, C1 (transaction cost directly imposed on state extraction) and C2 

(social loss incurred through state extraction) are the costs imposed on the 

behaviors of the actors in state extraction when they are under relatively stable 

institutional arrangements, while C3 (transaction cost of changing institutional 

arrangements) are the costs arising from the deliberate actions taken by the actors 

in state extraction to search for and to implement new institutions. Thus, when 

comparing state extraction under different institutions, for the whole society, the 

efficiency of state extraction is improved when C1 (transaction cost directly 

imposed on state extraction) and C2 (social loss incurred through state extraction) 

decrease, and the efficiency of state extraction is reduced when C1 (transaction 

cost directly imposed on state extraction) and C2 (social loss incurred through 

state extraction) increase5.  

 

Yet, the actors do not always take actions to substitute an institution with low C1 

and low C2 for an institution with high C1 and high C2. There are two reasons. 

Firstly, it is the private efficiency rather the efficiency for the whole society which 

consistently constrains the actions of actors, and efficiency for the whole society 

                                                      
5 Actually, when “potential gross production” (Y(G)), “transaction cost directly imposed on state 
extraction” (C1), and “social loss of state extraction” (C2) are given, the decrease in the “public 
good factor input” (G) would also lead to the improvement in the efficiency of state extraction. Yet, 
the change in the “public good factor input” (G) relates to the expenditure of state revenue, and 
this study focuses only on the extraction of state revenue. Thus, the change in the “public good 
factor input” (G) is not included in the scope of the current study. 
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does not necessary mean private efficiency for the specific actors. Secondly, when 

initiating new institutional patterns to replace the old ones, besides C1 and C2, C3 

(transaction cost of changing institutional arrangements) comes into existence. An 

efficient institutional pattern may be inefficient if involving C3 (transaction cost of 

changing institutional arrangements) into consideration, and thus becomes 

unavailable. More will be said of the transaction costs directly imposed on state 

extraction, the social loss incurred through state extraction, the transaction costs 

of changing institutional arrangements, and the mechanism for allocating 

transaction costs of state extraction among the state and the other actors in society 

below.  

 

First, the transaction costs directly imposed on state extraction are recognized as 

“the positive costs of bargaining a policy and of implementing a policy once it has 

been bargained”, which are directly imposed on state extraction (Levi 1988: 23). 

In general, the transaction costs are the costs of organizing the transaction within a 

firm or carrying out the transaction by means of an exchange on the open market 

(Coase 1937; Coase 1960). The transaction costs directly imposed on state 

extraction are “the positive costs of bargaining a policy (“not institution”) and of 

implementing a policy once it has been bargained” (Levi 1988: 23). Specifically, 

the transaction costs directly imposed on state extraction include the cost of 

bargaining (Levi 1988: 28-29; Williamson 1975), enforcement cost (Levi 1988: 32; 

North 1981: 19; Graetz, Reinganum, & Wilde 1986), the cost of measuring 

revenue sources (North 1981: 26-27; Levi 1988: 29; Whiting 2001: 19; Azabou & 

Nugent 1988), the cost of monitoring constituent compliance (Levi 1988: 29-30; 

North 1981: 28; Graetz, Reinganum, & Wilde 1986), the cost of tax collection 

(Toma & Toma 1992: 108, 110-1), the cost of monitoring agents (Toma & Toma 

1992: 110), and agency cost (Levi 1988: 30-31; Whiting 2001: 19-20; Kiser & 

Schneider 1994; Toma, Eugenia Froedge, & Mark Toma, 1992). It is worth noting 

that since the organized societal forces were virtually nonexistent in state socialist 

China, the state didn’t have to negotiate with its citizens when making state 
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extraction policy (Wang 1994: 91). Therefore, there were little, if any, transaction 

costs of bargaining (that is the costs for negotiating an agreement on the policy) in 

Communist China6. As a result, when I conduct the study of the state extraction in 

Communist China from 1949 to 1956, the transaction costs directly imposed on 

state extraction excludes the costs of bargaining, but includes the costs of 

measuring revenue sources, the costs of monitoring constituent compliance, 

enforcement costs, and agency costs.7    

 

Second, the “social loss” incurred through state extraction is the “deadweight loss” 

prompted by the “incentive-distorting” effects of state extraction on the 

production or the inefficient institutional arrangements in state extraction and 

production (McGuire & Olson 1996: 72, 75; North 1981: 37-38). First, state 

extraction itself is essentially “incentive-distorting” for production, and would 

lead to decreased production or even actual rebellion (McGuire & Olson 1996: 75, 

81; Levi 1988: 33). Second, the (formal and informal) institutions in state 

extraction and production which relate to the incentive structures of the actors in 

production may induce inefficiency in production, and brought about extra 

transaction cost for production. For instance, in rural China in the first half of 

twentieth century, being faced with the low cultivated land-to-population ratio and 
                                                      
6 Similarly, even in traditional China, generally, the autocratic ruler did not have to negotiate with 
the people, and thus faced little, if any, transaction costs of bargaining. Therefore, when I conduct 
the study of the state extraction in traditional China before 1949, the costs of bargaining are not 
involved in the scope of the study.  
7 It is noteworthy that, strictly speaking, not all the revenues diverted by the state agents are 
transaction costs incurred through state extraction. The revenues diverted by the state agents 
include not only transaction costs but also revenue redistribution to the state agents. For instance, 
under the wage contract between the state and the state agents, the state agents divert revenues 
from the state not only to cover the least collection cost under the existing tax collection 
technology and the cost arising from bureaucratic slack, but also to divert the residual revenue 
from the state. Thus, the revenues diverted by the state agents include the least collection cost 
under the existing tax collection technology, the cost arising from bureaucratic slack, and the 
residual revenue diverted by the state agents. In contrast to the least collection cost and the cost 
arising from bureaucratic slack, the residual revenue diverted by the state agents should not be 
directly recognized as transaction costs. When the public good factor input (‘G’ in equation (1)) 
and thus the expenditure of state revenue is involved into the scope of study, it can be found that 
the residual revenue diverted by the state agents will lead to a decrease in public good factor 
input, and the decrease in public good factor input will lead to a decrease in the extent of the 
increase in potential gross production (Y(G) in equation (1)). It is the decrease in the extent of the 
increase in potential gross production rather than the residual revenue diverted by the state 
agents itself that should be recognized as transaction cost. However, since the present study does 
not involve the public good factor input (‘G’ in equation (1)) into the scope of the study, the 
present study roughly recognizes all the revenue diverted by the state agents as transaction cost 
incurred through state extraction. 
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the relatively stagnant agricultural productivity, the Confucian moral paradigm 

(which led to the loyalty to the family) and the familization of production 

prompted the peasants to add labor input to production even when the return was 

lower than the subsistence cost, and thus led to the expanding gap between the 

return to labor input and the labor cost, and the expanding social loss (Huang 

1990, Madsen 1984). During the collective period (1950s-1970s), a low discount 

rate due to “a policy regime that creates the institutional uncertainty, depresses 

team distributable income, and restricts the team’s option to punish shirkers”; and 

the “deprivation of the right of the members to withdraw from a collective” 

prompted shirking and cheating in Chinese agricultural production, and thus 

brought about agricultural performance declines during the collective period 

(1950s-1970s) (Dong 1998: 466-67; Lin 1990: 1248-49). In short, the state 

extraction takes the “risk of discouraging output” (Levi 1988: 32), and thus 

imposed “additional costs on production”. “The additional costs on production” 

are what we mean by “the social loss incurred through state extraction”. Note that, 

in contrast to “the transaction costs in state extraction” which are the costs directly 

imposed on state extraction, “the social loss incurred through state extraction” are 

the costs directly imposed on production. 

 

Third, the transaction costs of changing institutional arrangements are the 

transaction costs arising from the actions taken by the state (or the ruler) and the 

other actors in state extraction to search for appropriate institutions and to 

implement new institutions8. In contrast to the transaction costs directly imposed 

on state extraction and the social loss incurred through state extraction, both of 

which are the transaction costs of behaviors under existing institutional 

arrangements, the transaction costs of changing institutional arrangements are the 

costs arising from actions taken by actors to search for appropriate institutions and 

                                                      
8 Note that, in Chapter 4, 5 and 6, since the present study emphazies the actions and interactions 
of actors in state extraction under existing institutions, the present study focus mainly on 
“transaction cost directly imposed on state extraction”, “social loss incurred through state 
extraction”, and “mechanism for allocating costs of state extraction (among actors in state 
extraction)”. And in Chapter 7, since the study focuses on the secular changes in local 
organizations and state extraction in rural China during a relatively long period from the 
fourteenth century to 1956, “the transaction costs of changing institutional arrangements” are 
involved in the scope of the study, and it is found that the costs of changing institutional 
arrangements played an important role in the evolution of state institutions in England, major 
European continental countries, and China after the fourteenth century. 
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to implement the newly selected institutions (Simon 1986: 161-76; Williamson 

1975). That is, the transaction costs of changing institutional arrangements are 

absent when habits are unconsciously adopted by actors under existing 

institutional arrangements, and it is only when the deliberate actions are taken by 

the conscious actors to discover their goals, to search for appropriate programs 

leading to ends of actions, and to implement new institutions, that there is an 

emergence of the transaction costs of changing institutional arrangements 

(Barbalet 2009: 147, 150-3; Simon 1986: 161-76; Williamson 1975).  

 

Specifically, the transaction costs of changing institutional arrangements include 

the transaction costs arising from searching for appropriate institutions (and thus 

selecting the incentives and the programs embodied in the selected institutions), 

and the transaction costs arising from implementing the selected institutions and 

enforcing compliance with newly selected institutions9. Note that, the transaction 

costs of changing institutional arrangements matter a lot in institutional changes in 

history. On the one hand, it is not uncommon that inefficient institutional patterns 

persist rather than are replaced by new efficient practices only because that the 

actors (such as state or ruler) could not afford the high costs of changing 

institutional arrangements. On the other hand, the high transaction costs of 

implementing an efficient institution (such as the costs of enforcing constituents’ 

compliance with the new institutions) may force the actor which controls the 

power to change the institutions (such as ruler) to choose a relatively inefficient 

institution, the implementation costs of which are relatively low. 

 

Fourth, the mechanism for allocating costs of state extraction is the mechanism 

for allocating the transaction costs of state extraction and social loss incurred 

through state extraction and the transaction costs of changing institutional 

arrangements among the state and the other actors in society. North implies that 

some forms of inefficient transaction are maintained, for some parties in the 
                                                      
9 It is noteworthy that the transaction costs of enforcing compliance which are classified as the 
transaction costs directly imposed on state extraction are different from the transaction costs of 
enforcing compliance which are classified as the transaction costs of changing institutional 
arrangements. Specifically, the former are the costs arising from enforcing compliance with the 
policy issued under existing institutional arrangements (such as the policy issued by the ruler 
through princely bureaucracy), while the latter are the costs arising from enforcing compliance 
with the newly selected institution which replaces the old one (such as the princely bureaucracy). 
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transactions can shift the transaction costs to the other parties to achieve private 

efficiency at the expense of social efficiency (North 1991: 103; North 1981: 

33-44). Referring to state extraction, the mechanism for allocating costs of state 

extraction leads to the difference between the “private costs” (private efficiency) 

for the actors and the “social costs” (social efficiency) for the whole society (Levi 

1988: 24). On the one hand, McGuire & Olson (1996: 72, 75, 77) argue that the 

tax collector has to bear t (the constant average “income tax” rate) percent of the 

total deadweight loss (social loss) that arises from the incentive-distorting effects 

of taxation; and the groups of constituents, who control “resources which the 

rulers depend on” and have close access to alternative rulers, may force the rulers 

to develop institutional arrangements which are efficient for the groups of 

constituents, regardless of its effects on the efficiency for the rulers (North 1981: 

28; Whiting 2001: 20; Levi 1988: 17-23). On the other hand, it is implied that 

rulers will devise and formalize structures to increase their bargaining power 

which can be used to achieve efficiency for themselves at the expense of general 

welfare (Levi 1988: 16-23; North 1981: 34). In short, examining the mechanism 

for allocating costs of state extraction would help us understand why and how the 

state develops a state extraction system which is efficient for the state or some 

groups of constituents but is inefficient for the whole society.  

 

2.2 Understanding roles of local organizations in state extraction 

in Communist China: the totalitarian model, the state-building 

model, the institutional analysis model and the revised new 

institutionalism model   

The theoretical models adopted by the existing studies of roles of local 

organizations in state extraction in Communist China include the totalitarian 

model, the state-building model, the institutional analysis model and the ‘revised’ 

new institutionalism model (Wang 1994, 2001; Wang & Hu 2001; Whyte & Parish 

1984; Yang 1965; Perkins 1964; Putterman 1992a, 1992b; Tang 1967; Cheng & 

Tsang 1994; Ishikawa 1983; Lardy 1988; Dutt 1963; Wen 1993; Ash 2006; Walder 
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1992; Oi 1985, 1991, 1992, 1999; Cheng 1982; Lin 1990; Lin & Bian 1991; 

Bernstein & Lü 2003; Choi 2009; Edin 2003; O’Leary & Watson 1982-1983; Cai 

2000; Dong 1998; Whiting 2001).  

 

The totalitarian model and the state-building model employ the rational system 

perspective on organization: the two models focus on the normative structures of 

the local organizations in Communist China, emphasize how the Communist state 

uses the local organizations as tools to achieve efficiency in state extraction, and 

tend to neglect the impacts of the organization participants and the external 

environment on the local organizations and state extraction (Wang 2001, 1994; 

Wang & Hu 2001; Whyte & Parish 1984; Yang 1965; Perkins 1964; Putterman 

1992a, 1992b; Tang 1967; Cheng & Tsang 1994; Ishikawa 1983; Lardy 1988; 

Dutt 1963; Wen 1993; Ash 2006).  

 

The institutional analysis model (including some studies following new 

institutionalism model) adopts the natural system perspective on organization. The 

institutional analysis model focuses on the behavioral structures of the 

organization participants in local organizations in Communist China, perceives the 

local organizations as social contexts, and emphasizes how the institutional forms 

of the local organizations impact the behaviors of the organization participants. 

The institutional analysis model tends to overlook the impacts of organization 

participants and environment on the local organizations and state extraction in 

Communist China (Walder 1992; Oi 1985, 1991, 1992, 1999; Cheng 1982; Lin 

1990; Lin & Bian 1991; Bernstein & Lü 2003; Choi 2009; Edin 2003; O’Leary & 

Watson 1982-1983; Cai 2000).  

 

The ‘revised’ new institutional model tends to reconcile and combine the rational 

system perspective, the natural system perspective and the open system 

perspective on organization: the model views the local organization in Communist 

China as an open system, and illustrates how the external environment impacts the 

organization (Whiting 2001); the model not only examines how the organizations 

work as social contexts to offer incentives to and perceptions (or ideas) on the 

behaviors of the organization participants and the other actors in Communist 
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society (as what the new institutionalism model does), but also explores how the 

organization participants and the other actors in society act and interact with each 

other, and thus direct the operations and changes of the organizations, and 

contribute to the changes in the efficiency of state extraction (Chan, Madsen, and 

Unger 2009; Dong 1998; Whiting 2001); the revised new institutionalism model 

not only focuses on the structures (or forms) of the local organizations in 

Communist China, but also emphasizes the process whereby the organizations 

perform functions (Chan, Madsen, and Unger 2009; Whiting 2001).  

 

Note that, firstly, although the study examines the secular changes in local 

organizations and the historical experience of state extraction in rural China 

during a relatively long period from the fourteenth century to 1956 in order to 

“detect trends and to verify theories about what the trends should be” (Tilly 1975: 

4), the study emphasizes the state extraction from villages in rural China from 

1949 to 1956. Thus, the literatures on the local organizations and state extraction 

in rural China from 1949 to 1956 are reviewed below, and some relevant 

literatures on the local organizations in Communist China in the other periods and 

some relevant literatures on the organizations in urban China under Communist 

regime are also reviewed below. 

 

Secondly, since the local organizations and state extraction in rural China from the 

fourteenth century to 1949 are also involved in the scope of the study, the data 

from the literatures on the local organizations and state extraction in rural China 

before 1949 are used to illustrate the historical experience of state extraction in 

rural China from the fourteenth century to 1949, and the corresponding literatures 

are reviewed in Chapter 4. 

 

2.2.1The totalitarian model and the state-building model: the 

rational system perspective on local organizations in Communist 

China 
The totalitarian model and the state-building model adopt the rational system 

perspective on organizations to understand roles of local organizations in state 

extraction in Communist China. The two models focus on the normative 
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structures of the local organizations in Communist China, emphasize how the 

Communist state uses the local organizations as tools to achieve efficiency in state 

extraction, and tend to neglect the impacts of organization participants and 

environment on the local organizations and state extraction (Wang 1994, 2001; 

Wang & Hu 2001; Whyte & Parish 1984; Yang 1965; Perkins 1964; Putterman 

1992a, 1992b; Tang 1967; Cheng & Tsang 1994; Ishikawa 1983; Lardy 1988; 

Dutt 1963; Wen 1993; Ash 2006).  

 

Both the totalitarian model and the state-building model recognize the western 

market industrial societies as the standard for the Communist societies, but the 

two models have different opinions on the changes of the Communist societies. 

First, both the totalitarian model and the state-building model understand 

Communist societies in “terms of the West”: the western market industrial 

societies are recognized as “normal” or “modern” case, the Communism societies 

can thus be understood according to “the degree of their conformity to or 

departure from the standard (the western market industrial societies)” (Friedrich & 

Brzezinski 1961: 9-10; Linz 1975: 191-92; Stark & Nee 1989: 8; Wang 2001: 

229). Second, the totalitarian model and the state-building model have different 

opinions on the changes of the Communist societies. On the one hand, the 

totalitarian model perceives communism as a system of “a frozen society, an 

immutable state, and an atomized citizenry”, portrays Communism as capitalism’s 

“polar opposite”, and thus precludes the possibility that the Communist societies 

would evolve (Stark & Nee 1989: 4, 8; Friedrich & Brzezinski 1961; Linz 1975). 

On the other hand, the state-building model portrays Communist societies as 

counterparts of the western market industrial societies, views Communist societies 

on a “modernization process” convergent with that of all western industrial 

societies, and thus perceives the future of the Communist societies as “the 

advanced market industrial societies” (Stark & Nee 1989: 7, 8; Wang & Hu 2001: 

3; Wang 1994, 2001).     

 

Referring to local organizations in Communist China, both the totalitarian model 

and the state-building model employ the rational system perspective on 

organizations. The two models focus on the “normative structures” (“specificity of 
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goals and formalization of rules and roles”) of the local organizations (Scott 1992: 

23), recognize the local organizations as tools of the Communist state for “the 

disciplined performance of organization participants” and “the efficient realization 

of ends”, and discount the impacts of organization participants (especially those at 

the bottom level of organizations) and environment on organizations (Friedrich & 

Brzezinski 1961; Linz 1975; Wang 1994, 2001; Whyte & Parish 1984; Yang 1965; 

Perkins 1964; Putterman 1992a, 1992b; Tang 1967; Cheng & Tsang 1994; 

Ishikawa 1983; Lardy 1988; Dutt 1963; Wen 1993; Ash 2006).  

 

In general, they argue that the Communist state imposes strong organizational 

control over society, deny the legitimacy of any organized social forces outside its 

control, and effectively monopolizes the resources from the society (Zhou 1993: 

55). For the urban areas under the Communist regime, Whyte & Parish illustrate 

that the Communist state develops a bureaucratic system, and employs strong 

organizational control over society (Whyte & Parish 1984). For the rural areas 

under Communist regime, Yang indicates that through the collectivization process 

in village society during Mao period, the Chinese Communist Party made an 

entire village one big farm under a centralized management controlled by the 

Party machinery. The mono-center power structure thus imposed a routinized 

systematic economic grip over the peasantry (Yang 1965: 254). It is emphasized 

that fiscal politics between the state and the society in Communist China is 

“largely nonexistent”, for the state does not have to negotiate with any citizen in 

society in making revenue policy (Wang 1994: 91; Wang 2001). 

 

Referring to the state extraction in rural China, the totalitarian model and the 

state-building model focus on the “mono-center power structure” of the 

organizations in rural China, emphasize that the communist state uses the local 

organizations as tools to secure control over the available supply of agricultural 

output and labor force, and tends to neglect the impacts of the organization 

participants and the external environment on state extraction (Ash 2006: 960, 969; 

Yang 1965: 254; Putterman 1992a, 1992b; Tang 1967; Cheng & Tsang 1994). 

They argue that the local organizations (the People’s Commune system) permitted 

the Communist state in Mao’s China to achieve efficient state extraction at the 



29 
 

expense of farm incentives and efficient agricultural production in the countryside. 

On the one hand, the People’s Commune system, accompanied by the state policy 

(such as “Central Purchase and Central Supply” policy), led to misallocation of 

resources, and thus brought about inefficiency for the economy; on the other hand, 

the People’s Commune system, accompanied by the state policy, greatly improved 

the efficiency of state extraction for the state, and thus sustained heavy 

industrialization in Mao’s China and a basic living standard for the citizens (Ash 

2006: 960-61; Putterman 1992a: 5; Putterman 1992b: 469-70; Tang 1967: 1118; 

Cheng & Tsang 1994: 1083; Ishikawa 1983: 263, 266, 267; Lardy 1988: 439; Dutt 

1963: 118; Perkins 1964: 220; Wen 1993: 34, 35).  

 

In short, the totalitarian model and the state-building model focus on the 

normative structure of the organizations, emphasize the use of organizations by 

Communist state in state extraction, and argue that the broader social contexts and 

the actors under Communist regime have a negligible impact on state extraction. 

 

2.2.2 The institutional analysis model: the natural system 

perspective on local organizations in Communist China 

The institutional analysis model adopts the natural system perspective on 

organization to understand the role of local organizations in state extraction in 

Communist China. The institutional analysis model focuses on the behavioral 

structure of the organization participants in local organizations in Communist 

China, perceives the local organizations as social contexts, and emphasizes how 

the institutional forms of local organizations impact the behavioral structures of 

the organization participants. Fundamentally, this model tends to overlook the 

impacts of organization participants and environment on the local organizations 

and state extraction (Walder 1992; Oi 1985, 1991, 1992, 1999; Cheng 1982; Lin 

1990; Lin & Bian 1991; Bernstein & Lü 2003; Choi 2009; Edin 2003; O’Leary & 

Watson 1982-1983; Cai 2000).   

 

In contrast to the totalitarian model and the state-building model which view the 

western market industrial societies as the standard for the Communist societies 
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and understand Communist societies in “terms of the West”, the institutional 

analysis model emphasizes that the Communist societies have “self-producing” 

institutional mechanisms which is different from the operational mechanisms in 

western market societies (Stark & Nee 1989: 8-13; Szamuely 1982: 14; Kornai 

1994). The institutional analysis model focuses on the distinct institutional 

mechanisms through which the Communist systems “stably (if inefficiently)” 

operated, and emphasizes how the mechanisms in the Communist societies 

operate in reality rather than the normative description of the Communist societies. 

Specifically, the institutional analysis model does not explain what the 

mechanisms of the Communist societies “ought to be”, but how the mechanisms 

“operate in reality”; and explore the efficiency or inefficiency of the institutions in 

Communist societies through the empirical studies of the “concrete realities” in 

Communist societies (Szamuely 1982: 14-15; Stark & Nee 1989: 9; Kornai 1994). 

 

Referring to local organizations in Communist China, the institutional analysis 

model employs the natural system perspective on organizations. The institutional 

analysis model focuses on the behavioral models of the organization participants; 

views the organizations as the social contexts (institutional contexts) which offer 

incentives to and constraints on the behaviors of the organization participants; and 

tends to neglect the impacts of the external environment, especially the informal 

institutions in the broader social contexts, on the behaviors of the organization 

participants and the actors outside the organizations, and the interactions among 

them (Walder 1992; Oi 1985, 1991, 1992, 1999; Cheng 1982; Lin 1990; Lin & 

Bian 1991; Bernstein & Lü 2003; Choi 2009; Edin 2003; O’Leary & Watson 

1982-1983; Cai 2000).   

 

Some studies adopting the institutional analysis model recognize the organization 

as embodiment of arrangement of property rights, and emphasize how the 

institutional features of the organization on the allocation of property rights 

impact the interactions among organization participants and the other actors in 

society in Communist China (Walder 1992; Oi 1985, 1991; Cheng 1982). Oi 

(1985, 1991) suggest that the highly collective nature of local organizations (the 

collectives in the countryside) in Communist China during Mao period led to the 
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clientelist relationship between the local party cadres and the masses in rural 

China. It is argued that the local organizations (the collectives in the countryside) 

in Communist China during Mao period granted the local cadres the monopolistic 

control over allocation of goods and opportunities in local communities. The 

cadres’ control over the opportunities, goods and resources in local communities, 

and the peasants’ dependence on the opportunities, goods and resources led to the 

clientelist relationships between the cadres and the masses. Cheng (1982: 77-92, 

95-130) emphasizes the collective ownership of land and other principal means of 

production, the over-large size of production unit, the violation of autonomy of the 

production unit (production team), the state’s tax and procurement requirement, 

the egalitarian income distribution system and the lack of qualified directors and 

accountants diminished the incentives of the peasants under the cooperative and 

commune systems to produce, and exerted a further adverse effect on agricultural 

production. Oi (1992, 1999) indicates that the fiscal reform in Communist China 

in the 1980s has assigned local government property rights over increased income 

and has created strong incentives for local officials to promote local economic 

development. The officials of local government acted like a board of directors 

with the local government working like a business corporation. It leads to “local 

state corporatism”. 

 

Following the line of the institutional analysis model, some other studies argue 

that some specific institutional features (the right to quit the organization, the 

economic sector where the work organization is, the size of the work organization, 

etc.) of the organizations can also impact the interactions among the organization 

participants and the other actors in society in Communist China (Lin 1990; Lin & 

Bian 1991; Walder 1992; Bernstein & Lü 2003; Choi 2009; Edin 2003). J. Y. Lin 

relates the right to quit the agricultural collective to the incentive problem of the 

agricultural collectives in Communist China. J. Y. Lin (1990: 1229, 1249) argues 

that it is only when the collective members have the right to withdraw from a 

collective that a self-discipline agreement can be sustained. It is only when a 

self-discipline agreement is sustained that the success of an agricultural collective 

is attainable. He suggests that the change in the form of the organization 

(collective) in Communist China in the fall of 1958, that was the deprivation of 
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the right of the members to withdraw from a collective, led to agricultural 

performance declines and the devastating agricultural crisis from 1959 to 1961. 

Lin & Bian (1991) suggest that in urban China during Mao period the work 

organizations (enterprises) of certain industries and administrative functions 

would enjoy priorities in allocation of labor, material and financial resources; and 

thus offered better rewards for individual workers such as promoting opportunities, 

financial benefits, quality of housing, quality of schooling for children, and so 

forth, than those of other industries did. Walder suggests that the larger the work 

organization, the greater the dependence of a government jurisdiction on the work 

organization for revenue; and the work organizations in the manufacturing and 

government sectors turned over more revenues to the government, and thus 

enjoyed greater dependence of a government jurisdiction than did work 

organizations in other sectors (Walder 1992: 531, 536). The other studies view 

local government units as organizations, and argue that the institutional forms of 

the local government can also impact the interactions among the organization 

participants and the other actors in state extraction. It is argued that the fiscal 

conditions of local government, the cadre evaluation system, the political pressure 

from higher-level officials in reporting grain output, the expansion of 

bureaucracies down to the bottom of village society, and so forth, can impact the 

behaviors of the local cadres and the other actors in state extraction (O’Leary & 

Watson 1982-1983: 600; Cai 2000: 784-85; Bernstein & Lü 2003; Choi 2009; 

Edin 2003). 

 

In short, the institutional analysis model focuses on the behavioral structures of 

the organization participants, views the local organizations as social contexts, and 

emphasizes how the institutional forms of the organizations impact the behavioral 

structures of the organization participants and the other actors in society. The 

institutional analysis model tends to imply that the external environment, 

especially the informal institutions in the broader social contexts, and the actions 

of the organization participants have a negligible impact on the organizations and 

state extraction.  
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2.2.3 The revised new institutionalism model: reconciling and 

combining the rational system perspective, the natural system 

perspective and the open system perspective on local 

organizations in Communist China 
The revised new institutionalism model tends to reconcile and combine the 

rational system perspective, the natural system perspective and the open system 

perspective on the local organizations in Communist China.  

 

Following the research line opened by the institutional analysis model, the revised 

new institutionalism model (and the new institutionalism model) on Communist 

societies emphasizes the Communist societies have distinct institutional 

mechanisms, and focus on the concrete realities of institutional operations in 

Communist societies (Stark & Nee 1989: 11-13). 

 

In contrast to the institutional analysis model, the revised new institutionalism 

model seeks to reconcile and combine the three perspectives on organization: the 

rational system perspective, the natural system perspective and the open system 

perspective on organization; and emphasizes the centrality of the process of the 

actions and interactions of organization participants and the other actors to the 

changes of organizational structures and the other institutions, and the changes in 

the efficiency of state extraction (Whiting 2001; Chang 2007a, 2007b). 

  

Referring to the local organizations in Communist China, the revised new 

institutionalism model tends to reconcile and combine the three perspectives on 

organization: the rational system perspective, the natural system perspective and 

the open system perspective.  

 

First, the revised new institutionalism model (and the new institutionalism 

model) view the local organization in Communist China as an open system; 

and illustrates how the institutions existing in broader social contexts offer 

incentives to and perceptions on the behaviors of the organization 

participants and the other actors in society, and thus impact the organization. 
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The revised new institutionalism model (and the new institutionalism model) 

emphasize that not only the institutional structures of the organizations but also 

the institutions (such as customs, moral rituals, taboos, traditions, codes of 

conduct, the nature of markets for factors and products, the political consideration 

in national political-legal environment, institutional rules, social network, local 

industrialization, etc.) existing in broader social contexts would offer incentives to 

and perceptions on the behaviors of the organization participants and the other 

actors in society, and the interactions among them (North 1981, 1991; Whiting 

2001; Meyer & Rowan 1977; DiMaggio & Powell 1983; Granovetter 1985). 

Referring to the local organizations in Communist China, Whiting’s study of the 

rural enterprises in Communist China during post-Mao period employs the new 

institutionalism model (Whiting 2001). On the one hand, Whiting (2001) follows 

the research line opened by the Oi’s (1985; 1991) and Walder’s (1992) studies of 

organizations in Communist China which adopt institutional analysis model and 

recognize the institutional arrangements of local organizations in Communist 

states as embodiments of property rights. On the other hand, in contrast to Oi’s 

(1985; 1991) and Walder’s (1992) studies, Whiting adopts the (revised) new 

institutionalism model on the organizations in Communist China, and understands 

the property rights in a broader social context. In Whiting’s study of the rural 

enterprises in Communist China during post-Mao period (1980s-1990s), not only 

the institutional arrangements of the rural enterprises and local governments (such 

as the legacy of local public enterprises, the fiscal system of government, and the 

cadre evaluation system) but also the political support for private enterprises in 

national political-legal environment and the nature of markets for factors and 

products which exist in broader social contexts, are recognized as institutions 

which embody the property rights in rural China and offer incentives to and 

constraints on the behaviors of the local officials and the other actors in the 

countryside (Whiting 2001: 21-25). In a word, the revised new institutionalism 

model (and the new institutionalism model) perceive the local organization in 

Communist China as an open system; and illustrate how the institutions existing 

in broader social contexts offer incentives to and perceptions on the behaviors of 

the organization participants and the other actors in society, and thus impact the 

organization. 
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Second, the revised new institutionalism model not only examines how the 

local organizations in Communist China work as social contexts to offer 

incentives to and perceptions on the behaviors of the organization 

participants and the other actors in society, but also explores how the 

organization participants and the other actors in society interact with each 

other and thus directly rebuild the function of the organizations. 

The revised new institutionalism model emphasizes not only how the structures 

(or “the forms”) of the institutions offer incentives to and perceptions (or the ideas) 

on the behaviors of the actors in society, but also how the actors positively impact 

the processes whereby the organizations perform functions and thus rebuild the 

functions of the organizations (Chang 2007a, 2007b). Referring to the local 

organizations in Communist China, the new institutionalism model argues that the 

organization participants and the other actors under Communist regime not only 

are confronted with the constraints and incentives offered by the structures (or 

“the forms”) of the organizations and state institutions, but also positively impact 

the process whereby the organizations perform functions. Dong’s (1998) study 

suggests that during Mao period, although the structures of the local organizations 

(People’s Communes) may cause shirking and thus free-rider problems for the 

production, the organization participants (members of People’s Communes) can 

take “the trigger strategy based on the threat of mutual shirking” to deter team 

workers from shirking when the discount factor is high. Whiting (2001) suggests 

that during the reform period (1980s-1990s), the difficulty of acquiring 

information on the resources of private enterprises in the countryside made the 

information costs of state extraction significantly high, and thus forced the local 

cadres to develop “new institutional arrangements” in state extraction to reduce 

the transaction costs in state extraction. That is, even in Communist China where 

the Communist state imposes strong organizational control over the society, the 

actors in local communities should be recognized as the positive actors in the 

functions of local organizations, rather than passive “automata” whose behaviors 

are subject to the structures of local organizations.     

 

Third, the revised new institutionalism model not only focuses on the 
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structures of the local organizations in Communist China, but also 

emphasizes the processes whereby the local organizations perform functions 

and their impacts on state extraction.  

The revised new institutionalism model not only emphasizes how the structures of 

the local organizations in Communist China offer incentives to and perceptions on 

the behaviors of the organization participants and the other actors in state 

extraction, but also emphasizes how the processes whereby the local organizations 

perform functions impact the efficiency of state extraction. Although a large body 

of studies has explored how the Communist state manipulates the structures of the 

local organizations to achieve efficient state extraction from different perspectives, 

the existing studies are far from enough for us to get a full understanding of the 

role of the local organizations in state extraction in Communist China. The reason 

is that the existing studies conflate the structure (“form”) of organization and the 

function of organization (Choi 2009: 80-81; Chang 2007a: 5-6; Chang 2007b: 

20-21), and neglect that it is not the structure (the “form”) of the organization but 

the process whereby the local organizations perform functions that directly 

impacts the costs in economy and the efficiency of state extraction (Chang 2007a, 

2007b).  

 

Thus, the revised new institutionalism model not only focuses on how the 

structures of the local organizations in Communist China offer incentives to and 

perceptions on the behaviors of the actors in society, but also examines the 

processes whereby the local organizations perform functions and their impacts on 

state extraction. Whiting (2001: 23-28, 84, 93) emphasizes the process whereby 

the local organizations (local enterprises and local government units) perform 

functions during reform period (1980s-1990s), and focuses on the interactions 

among the actors in the countryside and their impacts on state extraction. On the 

one hand, it is argued that the local cadres would develop new institutional 

arrangements to decrease the transaction costs (information costs, enforcing costs, 

etc.) in state extraction and thus help improve the efficiency of state extraction. 

On the other hand, the township government officials have an incentive to collude 

with the collective enterprises to conduct tax evasions and thus increase the 

agency costs in state extraction, since the township’s party and government 
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apparatus essentially owned the collective township-run enterprises. In a word, the 

revised new institutionalism model emphasizes that it is the processes whereby 

the local organizations in Communist China perform functions that are 

fundamentally important to the changes in the efficiency of state extraction. 

 

In short, the revised new institutionalism model tends to reconcile and combine 

the rational system perspective, the natural system perspective and the open 

system perspective on organizations in Communist China. This study would 

follow the revised new institutionalism model on local organizations in rural 

China.  

 

2.3 Research gaps in the existing studies of roles of local 

organizations in state extraction in Communist China 
The revised new institutionalism model offers valuable insight into systematic 

understanding of the role of local organizations in Communist China, and allows 

us to identify several research gaps in the existing studies of local organizations in 

Communist China. Note that some research gaps in the existing studies of state 

extraction in the other countries would also be illustrated below. 

 

First, limited studies examine how the informal institutions existing in 

broader social contexts impact the behaviors of the organization participants 

and the other actors in state extraction in Communist China. 

The revised new institutionalism model (and the new institutionalism model) 

emphasize that not only the formal (codified) institutions but also the informal 

(non-codified) institutions (such as ideologies, customs, moral rituals, taboos, 

traditions, codes of conduct, the nature of markets for factors and products, the 

political considerations in national political-legal environment, social network, 

etc.) existing in broader social contexts would offer incentives to and perceptions 

on the behaviors of the organization participants and the other actors in society, 

and the interactions among them (North 1981, 1991; Meyer & Rowan 1977; 

DiMaggio & Powell 1983; Granovetter 1985; Whiting 2001). Referring to the 

informal institutions in Communist China, the studies argue that the idea of justice, 

the community relationship, the kin ties, the ideological terminology (class 
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language), the traditional Confucian moral discourse, the rituals with symbolism, 

and the other informal institutions would help shape the behaviors of the actors in 

society, and thus impact the processes whereby the local organizations perform 

functions in Communist China (Siu 1989: 116-42; Parish & Whyte 1978: 248-272; 

Ruf 1998: 88, 120-121; Madsen 1984; Chan et al. 2009: 61).  

 

Yet, limited studies explore how the informal institutions existing in broader 

social contexts impact the behaviors of the actors and the interactions among them 

in state extraction in Communist China, with only few exceptions (e.g. Whiting’s 

study (2001) of state extraction in Communist China during reform period). On 

the one hand, few studies illustrate how the informal institutions help shape the 

perceptions (or the ideas) of the actors, and thus impact the actors’ understandings 

of the incentives and actions, although a number of studies illustrate how the 

institutional arrangements of property rights impose the incentives on the 

behaviors of the actors. On the other hand, the impacts of the informal institutions 

existing in broader social contexts on the behaviors of organization participants 

and the other actors in state extraction in Communist China during Mao period 

receive even fewer attentions than those during reform period.  

 

Second, limited studies examine how the organization participants and the 

other actors in society, especially the ordinary people, act and interact with 

each other during the process whereby the local organizations perform 

functions in state extraction in Communist China. 

Just as I have illustrated above, the actions and interactions of the organization 

participants and the other actors in broader social context, rather than the 

structures (or the forms) of the organization and the other institutions in external 

environment, are central to the operation and evolution of the organization (See 

2.1.1). Referring to the local organizations in Communist China, the actors under 

Communist regime are positive actors who impact the process whereby the 

organizations perform functions and thus directly affect the operation and 

evolution of the organizations, rather than automata responding to 

“structurally-determined incentives” and perceptions (Chang 2007a: 9). For 

instance, Chinese peasants in People’s Communes positively took “the trigger 



39 
 

strategy based on the threat of mutual shirking” and “counter-actions” to pursue 

their own interests, and thus directly affect the actual operation of People’s 

Commune (Dong 1998: 484; Gao 2011: 273). Essentially, the Chinese peasants 

actively rebuilt the function of the local organizations in rural China in the process 

of collectivization (1950s-1970s). 

 

Yet, most of the existing studies of the role of local organizations in state 

extraction in Communist China conflate the structures (“forms”) of the 

organizations and the functions of organizations (Choi 2009: 80-81; Chang 2007a: 

5-6; Chang 2007b: 20-21), focus on how the Party-state maneuvers the structures 

of the local organizations to impact the behaviors of the actors, and thus neglect 

the actions and interactions of the actors during the processes whereby the 

organizations perform functions. These studies virtually follow the research line 

of March and Simon’s study (1958: 169-171) (employing the rational system 

perspective on organization) which emphasizes how “the structures” of the 

organizations offer “repertory of programs” to the behaviors of the actors, and 

thus impact the behaviors of the actors in society. Therefore, the existing studies 

cannot fully understand how the actors take deliberate actions to select between 

the contradictory incentives and perceptions imposed by the forms of the 

institutions (including organization and the external institutions) to achieve private 

efficiency, and thus directly impact the operations and changes of the 

organization.  

 

Third, the existing studies mostly neglect the transaction costs on the actors 

other than the state in state extraction, and thus fail to understand the 

efficiency of state extraction in broader social context. 

The efficiency of state extraction is about not only the transaction costs imposed 

on the state (or the ruler) but also the transaction costs on the actors other than the 

state, and the allocation of transaction costs among the actors. It has commonly 

been the case that the state achieves private efficiency at the expense of social 

efficiency through shifting the transaction costs to the other actors (North 1981). 

For instance, in Communist China, during the reform period (1980s-1990s), the 

local cadres in state extraction can shift some transaction costs to private 
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enterprises in local communities to perceive private efficiency (Whiting 2001: 

22-25).  

 

Yet, the existing studies (Wang 1994: 91-112; Whiting 2001; Levi 1988) fail to 

involve the transaction costs on the actors other than the state (especially the 

transaction costs brought about by the state extraction itself and the inefficient 

institutional arrangements in state extraction) in the analysis of efficiency of state 

extraction, and tend to exclude the transaction costs imposed on production from 

the analysis of efficiency of state extraction. It led to a misunderstanding of state 

extraction efficiency: high state revenue with low transaction costs on the state 

means efficient state extraction. Contrary to the popular myth, high state revenue 

with low transaction costs on the state does not necessarily mean high efficiency 

of state extraction. In order to fully understand efficiency of state extraction, the 

transaction costs on all the actors in state extraction and the mechanism for 

allocating the costs among the actors should be involved in the scope of the study. 

 

In sum, limited studies examine how the informal institutions existing in broader 

social context impact the behaviors and interactions of the actors, how the actions 

and interactions of the actors directly impact the operations and changes of the 

organization, and the transaction costs on the actors other than the state in state 

extraction. It is imperative to conduct a systematic study of the relation between 

the organization and the efficiency of state extraction. 
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Chapter 3 Research methodology: research site, data, unit of 

analysis and limitations 

The field research focus of the current study is state extraction from villages in ‘A’ 

County of Guangdong Province, a county in southeast China, from 1949 to 1956. 

Documentary research was conducted by using the data held in A County 

Archives and Guangdong Provincial Archives. It is noteworthy that, since it is 

only by putting this case in an historical context that the changes in the local 

organizations and the other institutions in broader social contexts and the changes 

in the efficiency of state extraction could be illuminated, so the historical 

experience of state extraction in A County pre-1949 will also be reviewed (see 

Chapter 4).  

 

The chapter is divided into the following sections. Section 1 describes the 

characteristics of A County in Guangdong Province, and explains why A County 

is chosen as the case. Section 2 reviews the data used in the study, and illustrates 

how the data have been collected. Section 3 illustrates the unit of analysis in the 

current study. 

  

3.1 A County in Guangdong Province  

The current study focuses on the historical experience of state extraction from 

villages in southeast China under the Communist regime from 1949 to 1956. A 

County in Guangdong Province is chosen as the research site for its geostrategic 

importance, special natural conditions, social contexts, long history of social 
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resistances to the state and the availability of reliable data.  

 

First, A County has great geostrategic importance in southeast China because of 

its strategic location. A County is situated on the southeast coast of mainland 

China (Local History Office of Shantou City 1999: 255). A County, stretching 67 

kilometers from east to west, and 33.5 kilometers from south to north, covers an 

area of 1,253 square kilometers (Local History Office of Shantou City 1999: 255). 

A County is adjacent to the three counties in the west, north and east, and is 

adjacent to the South China Sea in the south (Local History Office of Shantou 

City 1999: 255). The land road connecting Guangdong Province and Fujian 

Province runs through A County. And there are several natural harbors in A 

County. In the one of the Harbors, there are shipping links with Tianjin City, 

Shanghai City, Hong Kong, Macau, and other northeastern Asian cities. And there 

is a Harbor which serves the handling of goods. What’s more, A County is 

watered by numerous rivers, including Longjiang River, Yanling River, Leiling 

River, Aojiang River and so on. Early in Qing Dynasty, A County has been 

recognized as an area with geostrategic importance in southeast China (Gazetteer 

of A County 2001 Xingshengkao: 2).  

 

Second, A County is a less developed agricultural county for its special natural 

conditions. On the one hand, since the land in H slopes sharply from the north to 

the east, there is serious soil erosion (see Figure 3.1). In the north of H, there are 

Danan Mountains. The three branches of Danan Mountains run from three 

directions (west, north, east) towards South China Sea. In the south of H, there are 

plains. The land in A County accordingly slopes downwards from north to south. 

The highest mountain in A County rises 822.7 meters above sea level, while the 
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average altitude of the lowest region in H is less than 3 meters (Gazetteer of A 

County 2002: 77). On the other hand, A County often suffers from flood and wind 

disasters. In summer and autumn, typhoons usually hit this county and bring flood. 

Sometimes the seawater flows backward, leading to serious salinization of rural 

lands. For instance, from May 2th in 1950 to May 29th in 1950, there were three 

flood disasters in A County. In the three disasters, “there were 2,007 sites where 

the embankments were breached. 376 houses collapsed. The flood-affected rural 

land had an area of 52,636.65 mu10, accounting for 22.5 percent of all the rural 

land in A County. There were 99,065 flood-affected people, accounting for 28.86 

percent of total population in A County. And the subsequent plague killed 386 

head of cattle and 243 pigs” (CCP A County Committee 1950/12/2: 4). As a result, 

the county cannot be self-sufficient in grain. Early in Qing Dynasty, A County was 

recognized as having a large population with relatively little arable land. It was 

said that grain should be transported into A County from adjacent areas such as 

Jieyang and Chaozhou. If there were not any grain transported into A County for 

three days, the price of grain in A County would soar. The first duty of the 

magistrate of A County is accordingly to ensure adequate supply of subsistence 

(grain) (Gazetteer of A County 2001 Xingshengkao: 2).  

 

Third, lineage organizations and religious organizations were widespread in A 

County before 1949. On the one hand, most of villages in A County have been 

established by lineage organizations. The first people living in H were the 

Nan-yue people. Early in Southern Song Dynasty (1127-1279), an amount of 

branches of clans of Han people moved from Fujian Province to A County in 

Guangdong Province. For several centuries, the Nan-yue people have been 
                                                      
10 1 mu is 1/15 hectare (Siu 1989: xxiv). 
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assimilated into Han Nationality. Before the establishment of A County in Ming 

Dynasty (1368-1644), the major lineage organizations had established amounts of 

villages in A County. According to the data from Gazetteer of A County, in A 

County, there are 100 villages whose establishments have been known. And 

among the 100 villages, 86 villages were established by one branch of the 

prevailing clans; 10 villages were established by two clans; and only four villages 

were established by several clans (Gazetteer of A County 2002: 104-09). For 

instance, the Hou-chi (後池) Village was created by a branch of Cheng Clan in 

Fujian Province. In Ming Dynasty, the branch of Cheng Clan moved from Fujian 

Province to an area called Chi-sha-ao and established a village there. Since there 

was a pond after the village, the village was named Hou-chi in Chinese. Hou-chi 

meant that there was a pond after the village. After that, the village has been 

relocated twice. Yet, the name of the village has not been changed. There is 

another example. The Chi-pan (池畔) Village in Hua-hu Township was created by 

a branch of Huang Clan. In Ming Dynasty, a branch of Huang Clan in Fujian 

Province moved from Fujian Province to H and created the village. Since there 

was a pond next to the village, the village was named Chi-pan in Chinese. 

Chi-pan meant that there was a pond next to the village (Gazetteer of A County 

2002: 103).  

 

On the other hand, there were some religious organizations in A County which 

were potential threat to the CCP regime after 1949. The major religious 

organizations in A County included Chang-fa-dang Union, Lao-mu-hui Union, 

Xian-tian-dao Union and so on. Among all the religious organizations in A County, 

the most famous was Chang-fa-dang Union. The Chang-fa-dang Union was 

introduced to A County from Lu-feng County in 1946. According to the estimates 
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in 1952, there were five branches of the organization in A County. In the 

organization in A County, there were 66 leaders and 564 members. Some 

members of the organization became the cadres of peasant associations. Some 

joined the Communist Youth League. In some villages, most of the peasants were 

the members of the religious organization. In 1950, the organization even staged 

an armed rebellion to resist the CCP regime (CCP A County Committee 1952b: 

205-06).  

 

Fourth, A County had a long history of resistance to state. The reason for the 

establishment of A County in the 4th Year of Ming Emperor Jiajing’s reign (1525) 

was that resistance to tax was widespread in the place (Gazetteer of A County 

2001, 1: 2). In the Republican period (1912-1949), the resistance to the regime 

was widespread in A County. After May Fourth Movement in 1919, there had 

been some teachers and students in A County who started newspapers to 

propagate new ideas. In 1923, some peasants in H set up peasant associations. In 

1926, a branch of CCP was established in A County. During the Great Revolution 

(1924-1927), the Red Guards in A County and the Red Army staged an armed 

insurrection in A County, and attacked the county town twice. In the spring of 

1928, Peng-pai, the leader of Dong-jiang Special Committee (Dong-jiang Te-wei), 

led the Fourth Division of Red Army to attack A County town again. After that, A 

County, Chao-yang County and Pu-ning County composed the Da-nan Mountains 

(Da-nan-shan) Soviet Area. On May 20th, 1949, a CCP troop, the Column of 

Min-Yue-Gan Border Area (Min-yue-gang Bian-qu Zong-dui), controlled A 

County and set up H Military Control Commission (H jun-shi guan-zhi 

wei-yuan-hui) (Gazetteer of A County 2002: 26). A County accordingly became 
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the first county which was controlled by CCP in Chao-shan Area11 (CCP A 

County Committee 1950/12/2: 2). Moreover, a large amount of villages in A 

County had been engaged in the peasant movements mobilized by CCP before 

1949. Apart from the villages in A County town, among the 267 villages in A 

County, there are 116 villages which have been recognized as revolutionary bases. 

Take Keng-zai Village in Qi-shi Town for example. In 1927, the peasants in 

Keng-zai Village set up Red Guards (Chi-wei-dui) which were led by the CCP to 

attack Long-jiang town. From 1927 to 1928, the KMT regime cracked down on 

the peasants in Keng-zai Village. The houses in the village had been burnt down; 

and the peasants had been forced to flee the village. When the peasants got back 

to the village in 1930, they even did not dare to call the village “Keng-zai”. 

 

Fifth, since being an undergraduate student, the researcher has done interview and 

collected data in A County; it seems that compared with the other counties, I can 

collect more valuable and reliable data in A County over the past three years. 

 

In short, this study chooses A County as the case for its geostrategic importance, 

natural conditions, social contexts, its history of resistance to the state and the 

availability of collecting data about the county.  

 

3.2 Data 

This study adopts documentary research methods and illustrates the historical 

experience of state extraction from villages in A County from the fourteenth 

century to 1956. For the study of state extraction in A County from 1949 to 1956, 

                                                      
11 Chao-shan Area lies in southeast Guangdong Province. Most of the residents there speak a 
local dialect. 
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the data have been collected in A County Archives and Guangdong Provincial 

Archives. A County Archives is the only archives in A County. The government 

documents which have been issued by A County Government after 1949 have 

been stored in A County Archives. Guangdong Provincial Archives preserves the 

documents which have been issued by Guangdong Provincial Government after 

1949. Some documents issued by Guangdong Provincial Government before 1949 

can also been found in Guangdong Provincial Archives. For the study of state 

extraction in A County before 1949, the date have been collected from the 

literatures, including gazetteer, historical records, government reports, annals, 

academic works and newspapers.   

 

3.3 Unit of analysis  

The unit of analysis in this study is “the natural village”. In China, a natural 

village is “a concentration of farm families” which is prompted by “the kinship” 

among the community members and “the need for mutual protection” (Fei 1953: 

93-95). Since 1949, the great changes in local organizations in the natural village 

can be viewed as being “at the basic, grass-roots level” (Yang 1965: 167). During 

the process of collectivization (1958-1982), the natural villages were incorporated 

into the People’s Commune’s three-tier system of basic administration: the 

commune, the production brigade, and the production team (Ho 2010: 103). And a 

single large natural village became a production brigade, while a single small 

natural village would become a production team (Parish & Whyte 1978: 36).  

 

This study chooses the natural village as the unit of analysis for several reasons. 

First, the CCP in Communist China during the Mao period applied tax quotas to 

villages, and developed a system which combined the effect of issuing village 
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quotas with the effect of taxing each household. The system gave individual 

peasants an incentive to inform on their neighbors and to assist tax cadres in 

exposing concealed land; and thus promoted intra-village conflict (Shue 1980: 

133-35; Parish & Whyte 1978: 36). Second, from 1949 to 1956, the natural 

villages in Communist China witnessed great changes in local organizations, 

involving the elimination of the pao-chia system, the lineage organizations, the 

crop protection associations in village society, and the establishment of the 

Peasant Associations, the Mutual Aid Teams, the Youth Leagues, the Women’s 

Associations, militia in village from 1949 to 1952; the establishment of 

Agricultural Producers’ Cooperatives from 1953 to 1957; the establishment and 

reorganization of People’s Commune, and the incorporation of village into 

People’s Commune from 1958 to 1962 (Stavis 1976: 381; Shue 1980: 

22-29;153-191; Parish & Whyte 1978: 30-34; Hofheinz 1962: 141-43, 145, 150, 

156; Oi 1991: 4). Third, the informal institutions existing in village society would 

directly exert impacts on the behaviors and interactions of the organization 

participants and the other actors in broader social context. The informal 

institutions such as the idea of justice, the community relationship, the kin ties, the 

ideological terminology (class discourse), the traditional Confucian moral 

discourse, the rituals with symbolism, and the other informal institutions would 

impose constraints on the behaviors and interactions of the organization 

participants and the other actors in broader social context (Siu 1989: 116-42; 

Parish & Whyte 1978: 248-272; Ruf 1998: 88, 120-121; Madsen 1984; Chan, 

Madsen, and Unger 2009: 61). This study would illustrated that the moral values 

embodied in the informal institutions, including Confucian moral discourse 

interwoven with the Buddhist, the Daoist and the local cult discourses and the 

class discourse, were not only the structural characteristics relied on by the 
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organization participants and the other actors in villages to find the meanings in 

the incentives imposed by the structures of local organizations and the other 

institutions in broader social context, but also the tools used by the actors to 

legitimize their selected incentives and the actions taken by them.  

 

In a word, this study focuses on the historical experience of state extraction from 

villages in A County of Guangdong Province from the fourteenth century to 1956, 

and conducted documentary research by using the data collected in A County 

Archives and Guangdong Provincial Archives and the data collected from the 

literatures, including gazetteers, historical records, government reports, academic 

works and newspapers. 

 

3.4 Limitations in the employed research method  

There are several limitations in the research method employed in the current 

study.  

 

First, since the data for the study of state extraction from 1949 to 1956 are 

mostly drawn from government documents stored in Guangdong Provincial 

Archives and A County Archives, the reliability of the data may be 

questioned. Accordingly, certain considerations are relevant concerning the 

reliability of the data. Firstly, most of the archives used in the current study 

were confidential in 1950s, and were used to disseminate information within 

the government rather than for propaganda purposes. Secondly, the 

researcher has been concerned to collect reports written by work team 

members sent to the villages. The work team members, as outsiders to the 

villages, were less likely to conceal from the state information about the true 
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conditions of the villages. In addition, the work team members, especially 

those with political ambition, tended to submit the reports including reliable 

information about the villages to the state. Thus, the data from the archives 

used in the present study are likely to be reliable. 

 

Second, since the present study mainly relies on government documents 

concerning the state extraction after 1949, it may be argued that the present 

study understands the efficiency of the state extraction only from the 

perspective of the government, and neglects the other actors’ attitudes toward 

state extraction. But as indicated above, the present study involves all the 

transaction costs imposed on all the actors in state extraction into the scope 

of study, and thus understands the efficiency of state extraction in a broader 

social context. Thus, in order to illustrate the various actors’ attitudes toward 

state extraction, which were related to the changes in transaction costs, the 

researcher is concerned to collect accurate accounts of what happened in the 

villages from the archives. This source provides ample information about the 

state agents’ and the common peasants’ attitudes toward state extraction after 

1949. 

 

Third, it might be held that a case study of a county in Guangdong Province 

is inadequate to address the relevant issues concerning state extraction in 

each of the other thousand or more counties in China. It has to be noted that 

the author does not argue that the present study of A County will suffice to 

represent all the counties in rural China. What the author hopes is that the 

case study of A County shall enrich the study of local organization and state 

extraction in rural China from the fourteenth century to 1956. Specifically, 
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although the current study focuses on a single county in southeast China, the 

study illustrates the general changes that have occurred in state extraction 

and local organizations in rural China from the fourteenth century to 1956. 

Thus, the current study is located in a broader social context, and remains 

open to the discoveries of the other case studies of the other counties in rural 

China.  

 

Fourth, it may be questioned how a case study of one county suffices to 

address the general theoretical issue concerning the relationship between 

local organizations and efficiency of state extraction. As I have indicated 

above, the present study emphasizes the centrality of the actions and 

interactions of actors to the changes in the forms of institutions and the 

efficiency of state extraction. Thus, focusing on the state extraction in a 

specific county allows the researcher to clearly identify details concerning 

the actions and interactions of the state, heads and recorders, and the 

common peasants in state extraction in the villages, and thus contributes to 

the formation of a new theoretical model for understanding organizations, 

which will be illustrated below. 

 

 
 
 
 
 
 
 
 
 
 



52 
 

Chapter 4 Local organizations and efficiency of state extraction in 

the countryside in southeast China from the fourteen century to 

1949 

By revising the new institutionalism model, I recognize the local organizations as 

open to the environment. This study therefore focuses on how the actions and 

interactions of the organization participants and the other actors, which were 

constrained by the forms of local organizations and the other institutions in 

broader social context, led to changes in the transaction costs and the allocation of 

transaction costs among the actors in state extraction, and thus contributed to the 

changes in the efficiency of state extraction in the countryside in southeast China 

from the fourteenth century to 1949.  

 

Specifically, before 1949, in southeast China, the local organizations in state 

extraction in the countryside included the lijia organizations and the lineage 

organizations, and the actors in state extraction included the state12 (or the rulers), 

the state agents (recorders in lijia organization, lineage leaders, and local bosses) 

and the common peasants. Firstly, subject to the constraints of structural 

conditions (including fiscal expenditures, techniques for measuring productivity, 

and country size), the state would manipulate the forms of state extraction 

(including the forms of taxation and the forms of contract between the state and 

the state agents) in order to pursue private efficiency for itself13. Secondly, the 

                                                      
12 Following Schumpeter’s (1991: 110) and Levi’s (1988: 104) approaches, the present study not 
only recognizes the state (or the ruler) as an actor in state extraction “with which negotiations 
and exchange take place”, but also perceives the state as an institutional entity and thus 
illustrates the changes in state institutions. 
13 Strictly speaking, efficiency is neither ‘private’ nor ‘public’, but the benefits of efficiency may 
flow to private or public sources. Yet, the present study emphasizes that the mechanism for 
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forms of state extraction and the structures of local organizations would impose 

incentives on the actions of the state agents, while the traditional moral values 

embodied in the Confucian moral discourse interwoven with the Buddhist, the 

Daoist and the local cult discourses were possessed by the peasants in the village. 

Thirdly, the peasant family labor productivity (“labor productivity per average 

worker in peasant family”) constrained the actions taken by the state agents to 

achieve compatibility between the incentives and the moral values. The relatively 

high peasant family labor productivity would provide room for the state agents to 

achieve compatibility between the incentives and the moral values, while the 

relatively low peasant family labor would force the state agents to select between 

the incentives and the moral values. Fourthly, the peasant family labor 

productivity (“labor productivity per average worker in peasant family”) also 

constrained the actions taken by the common peasants to produce adequate 

subsistence for family members and to pursue efficiency in family farm: the 

relatively high peasant family labor productivity permitted the peasant families to 

manipulate the labor input both to meet subsistence requirements of the families 

and to improve efficiency in family farm, whereas the relatively low peasant 

family labor productivity would force the peasant family to maintain subsistence 

lifestyle at the expense of expanding inefficiency in family farm14. 

 

                                                                                                                                                 
allocating transaction costs of state extraction leads to the difference between the “private costs” 
(private efficiency) borne by the specific actors in state extraction and the “social costs” (social 
efficiency) borne by the whole society (including all the actors in state extraction) (Levi 1988: 24, 
and see Section 2.1.2).  
14 For instance, in 1590s and 1760s, the labor productivity per average worker in peasant family 
tended to largely outweigh the amount of consumption claim and (statutory) tax payment per 
family member. It thus led to great efficiency in family farm. By contrast, during the first half of 
the twentieth century, the labor productivity per average worker in peasant family tended to 
equal or to be lower than the amount of consumption claim and tax payment per family member. 
It thus led to inefficiency in family farm, and even endangered the opportunity of the peasant 
family to live. More details would be offered below. 
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This chapter mainly focuses on the historical experience of state extraction in A 

County from the fourteenth century to 1949, and the presentation is divided into 

the following sections. Section 1 illustrates the general decrease in labor 

productivity per average worker in peasant family after the fourteenth century in A 

County. The relatively high peasant family labor productivity brought about 

efficiency in family farm and led to considerable potential to impose tax and 

surcharges on the peasant families; while the relatively low peasant family labor 

productivity led to huge inefficiency in family farm, and the imposition of tax and 

surcharges would inevitably lead to expanding inefficiency in family farm, and 

even endangered the opportunity of the family to live and reproduce.  

 

Section 2 describes the changes in the forms of state extraction (including the 

forms of taxation, and the forms of contract between the state and the state agents), 

and the forms of local organizations (including the structures of local 

organizations and the Confucian moral discourse interwoven with the Buddhist, 

the Daoist and the local cult discourses); and the changes in the incentives 

(imposed by the forms of state extraction and the structures of local organizations) 

and the moral values (embodied in the Confucian moral discourse interwoven 

with the Buddhist, the Daoist and the local cult discourses).  

 

Section 3 illustrates how the actions and interactions of the state agents (the 

recorders in lijia organizations, the lineage leaders, and the local bosses) and the 

common peasants; constrained by the incentives (imposed by the forms of state 

extraction and the structures of local organizations), the moral values (embodied 

in the Confucian moral discourse interwoven with the Buddhist, the Daoist and 

the local cult discourses), and the peasant family labor productivity; led to the 
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changes in transaction costs and the allocation of transaction costs among the 

parties (the state, the state agents, and the common peasants) in state extraction, 

and thus brought about changes in the efficiency of state extraction. Section 4 

provides conclusions.  

 

4.1 Labor productivity per average worker in peasant family in 

southeast China  

After the fourteenth century, in southeast China, the general decrease in the 

acreage per capita (arising from migration toward the area) combined with the 

increase in the per acre yield (arising from the spread and application of 

traditional agricultural technologies) led to the general decrease in labor 

productivity per average worker in peasant family, and thus led to the changes in 

the efficiency of family farm15. In 1590s and 1760s, the labor productivity per 

average worker in peasant family tended to largely outweigh the amount of 

consumption claim and (statutory) tax payment per family member16. It thus led to 

great efficiency in family farm, and offered considerable potential to impose 

(non-statutory) tax surcharges on the family. By contrast, during the first half of 

the twentieth century, the labor productivity per average worker in peasant family 

tended to equal or to be lower than the amount of consumption claim and tax 

payment per family member. It thus led to inefficiency in family farm, and the 

imposition of (non-statutory) tax surcharges on the peasant family would 

inevitably lead to expanding inefficiency in family farm, and even endangered the 

                                                      
15 For simplicity’s sake, in this study, it is assumed that all the family members were potential 
workers in family farm. In other words, in contrast to Chayanov’s study (1986a, 1986b), this study 
does not distinguish between the consumers and the workers in the peasant family.  
16 Here, I emphasize that it was in the two periods (1590s and 1760s) that the labor productivity 
per average worker in peasant family tended to largely outweigh the amount of consumption 
claim and (statutory) tax payment per family member.  
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opportunity of the peasant family to live.  

 

The labor productivity per average worker in peasant family means the part of 

annual output per average worker left after deducting all annual overheads 

connected with capital renewal and annual expenditures on the family farm 

(Chayanov 1986b: 70, 72). The labor productivity per average worker in peasant 

family, on the one hand, constrains the choices and determinations of the peasant 

family about the amount of labor expended on grain production and the 

production of other crops, and thus impacts the taxability of the peasant family 

and the efficiency of state extraction; on the other hand, were constrained by the 

structural conditions including population fluctuations and the spread and 

application of agricultural technologies in traditional China17.  

 

In traditional China, the peasant family was both a basic unit of production and 

consumption and a property-owning unit with independent ownership of property 

(especially land) (Fei 1976; Huang 1990; Liu 1997). Thus, when taking actions, 

the peasant family in traditional China not only was constrained by the family’s 

subsistence requirement (including the family members’ consumption claims and 

tax payment) but also attempted to maximize private efficiency (or minimize 

private inefficiency) in family farm. 

 

Since the agricultural production of family farm in traditional China was 

essentially labor-intensive rather than capital-intensive, it was by making 

                                                      
17 The form of property right can also impact the labor productivity per average worker in 
peasant family. From 1949 to 1956, it was the changes in the form of property rights (the form of 
production organization) led to the increase in the labor productivity per average worker in 
peasant family. More details would be offered in Chapter 6. 
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decisions and choices about the amount of labor expended on grain production 

(such as rice production, potato production) and household sideline production 

(such as sugar cane production, cotton production), the peasant family in 

traditional China produced adequate subsistence for family consumption and tax 

payment, and pursued private efficiency (Huang 1985, 1990; Liu 1997). Firstly, 

the peasant families in traditional China, being similar to that in Java (Geertz 

1963), had to add labor to grain production in order to make sure that there was 

adequate subsistence to meet the subsistence requirement (including subsistence 

consumption and tax payment) of the family (Huang 1985, 1990; Liu 1997). 

Secondly, by comparing the subjective evaluation of return to labor with the 

drudgery of labor, the peasant family manipulated its input of labor to pursue 

private efficiency in production (Chayanov 1986a, 1986b).18  

 

It was the labor productivity per average worker in peasant family that constrained 

the actions taken by the peasant family to manipulate labor input to meet 

subsistence requirements of the family and pursue private efficiency in family 

farm. On the one hand, by impacting the relative difference between the amount 

of labor expended at which the adequate subsistence has been produced and the 

amount of labor expended at which there is an equilibrium between the subjective 

evaluation of return to labor and the drudgery of labor; the labor productivity per 

average worker in peasant family, compared with the sum amount of the 

consumption demand and tax payment per family member, constrained the 

                                                      
18 It is noteworthy that the manipulation of labor input by the peasant family was related to the 
structural conditions such as the marketization in local community. In the first half of the 
twentieth century, in some places in North China and Yangzi delta, under the commercialization 
of the cotton economy arising from the market growth, the peasant families tended to substitute 
the planting of grain for the planting of cash crops, and relied on purchased food grain for 
household consumption (Huang 1990: 98-9).    
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choices and decisions made by the peasant family to meet subsistence requirement 

and pursue private efficiency. On the other hand, the labor productivity per 

average worker in peasant family was primarily constrained by the structural 

conditions including population fluctuation and changes in agricultural 

technologies in traditional China. Specifically, the changes in cultivated acreage 

per capita (mainly arising from population fluctuation) and net product per acre 

(mainly arising from the application of agricultural technologies) led to the 

changes in the labor productivity per average worker in peasant family. 

 

Assuming that the peasant family added all the available labor to rice production, 

by multiplying acreage per capita by net rice output per acre, I reached the figure 

about the (potential) labor productivity per average worker (potential average 

return to per unit of labor input) from the fourteenth century to the twentieth 

century in the case of this study, and illustrated the general decrease in the labor 

productivity per average worker (in rice) after the fourteenth century in southeast 

China, as I shall show below. Specifically, when the labor productivity per 

average worker in peasant family largely outweighed the subsistence level 

(including consumption claim and tax payment) per family member, the amount 

of labor input at which adequate subsistence had been produced tended to be 

lower than the amount of labor input at which the equilibrium between the 

subjective evaluation of return to labor and the drudgery of labor was reached, and 

the peasant family could achieve private efficiency and obtain a large surplus 

above subsistence (Geertz 1963). It thus led to considerable potential to impose 

tax surcharges and increase tax revenue from the peasant families. When the labor 

productivity per average worker equaled or even was lower than the subsistence 

level per family member, the peasant family was forced to add all available labor 
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to grain production to produce barely adequate subsistence at the expense of 

expanding inefficiency in production (Huang 1985, 1990). Under this condition, 

the peasant family gains no surplus above the subsistence, and the imposition of 

tax surcharges on the peasant families would inevitably aggravate inefficiency in 

family farm, and even endangered the opportunity of the family to live and 

reproduce. Note that, I am not arguing that the labor productivity per average 

worker determines the actions and interactions of actors in agricultural production 

and state extraction. Here I emphasize that the labor productivity per average 

worker sets a limit to the actions and interactions in agricultural production and 

state extraction. 

 

4.1.1 Migration toward southeast China and the changes in 

cultivated acreage per capita 

Due to the migration toward the southeast China after Song period (960-1249), 

the cultivated acreage per capita tended to increase after the fourteenth century 

(early Ming dynasty), but began to decrease after the sixteenth century (middle 

Ming dynasty).  

 

On the one hand, the migration toward the southeast China after Song period 

contributed to the population growth in previously uncultivated areas, enabled the 

expansion of labor intensive water-control construction, and thus led to an 

increase in the amount of cultivated land in the area after the fourteenth century. 

 

After Song period, especially the fourteenth century when the lower reaches of the 

Yangtze River had supported a very dense population and highly developed 

economy which had reached something of a plateau (Perkins 2013: 185, Huang 



60 
 

1990: 14), the migrants in large numbers began to spread into the southernmost 

regions of China [Guangdong, Guizhou, and Yunnan], and contributed to the 

increase in the population of those areas (Perkins 2013: 185). The population 

figures (see Table 4.1) indicated that after early Ming dynasty, especially in Ming 

and the first half of Qing dynasties, the population growth rate of Guangdong 

Province (which was 504.50%) was extraordinarily high. The numbers of villages 

which were established by migrants in different dynasties in A County of 

Guangdong Province (see Table 4.2) also indicated that most of the villages were 

established by migrants in Ming dynasty (1368-1644). Moreover, the population 

figure of A County (see Table 4.3) illustrates that the population of A County had 

reached 277,730 by the end of Qing dynasty (1911), and climbed to 429,241 by 

1937.  

 

Table 4.1 Population of Guangdong Province 

Dynasties Year (A. D.) Population (ten thousand) Increase rate 

Western Han 1 24.2 __ 

Eastern Han 140 63.23 161.28% 

Tang 742 68.62 8.52% 

Ming  1381 317.19 362.24% 

Qing 1812 1917.4 504.50% 

Qing 1911 2801 46.08% 

Republic of China 1921 3200 14.24% 

Republic of China 1934 3242.76 1.34% 

Republic of China 1943 3178.67 -1.98% 

People's Republic of China 1949 3000 -5.62% 

SOURCE: The data in this table were from Guangdong Shengzhi Liangshi Zhi 

(Annals of Guangdong Province. Grain) (Guangzhou: 1996), pp.39. 
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Table 4.2 Villages Established in A County in Different Dynasties 

Dynasties Number of villages established Migrated from Number of villages 

Northern Song 5 Fujian Lu (Province)a 3 

(960-1127) 
 

Guangdong Lu (Province)a  1 

  
North China 1 

Southern Song 23 Fujian Lu (Province)a 17 

(1127-1279) 
 

Guangdong Lu (Province)a  5 

  
North China 1 

Yuan  8 Fujian Province 4 

(1271-1368) 
 

Guangdong Province 3 

  
North China 1 

Ming 53 Fujian Province 25 

(1368-1644) 
 

Guangdong Province 25 

  
North China 1 

  
Fujian & Guangdong Provinces

b
 2 

Qing 9 Fujian Province 3 

(1644-1912)   Guangdong Province 6 
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SOURCE: The data in this table was from Gazetteer of A County (Beijing: 2002), pp.104-9. 
a. Lu in Northern Song and Southern Song dynasties could be roughly recognized as province afterwards. 
b. Villages in this category were established by migrants from more than one province. 
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Table 4.3 Population of A County (1818-1949) 

Dynasties Year Population Increase rate 

Qing 1818 155810 __ 

Qing 1911 277730 78.25% 

Republic of China 1928 300000 8.02% 

Republic of China 1932 406731 35.58% 

Republic of China 1933 377918 -7.08% 

Republic of China 1934 328682 -13.03% 

Republic of China 1937 429241 30.59% 

Republic of China 1941 416490 -2.97% 

Republic of China 1942 404823 -2.80% 

Republic of China 1943 240000 a -40.71% 

Republic of China 1946 255717 6.55% 

Republic of China 1949 293416 14.74% 

SOURCE: The data in this table was derived from Gazetteer of A County (Beijing: 

2002), pp.112. 
a. The population in 1943 was approximately 240000. 

 

The population growth enabled by the migration after Song dynasty made the 

extension of labor-intense water control activities possible by increasing supply of 

labor force (Perkins 2013: 63), and thus contributed to an increase in the amount 

of cultivated land and irrigated land after the fourteenth century in Southeast 

China. Early in Song dynasty, in Pearl River delta of Guangdong Province, 28 

dikes which were 66,000 Zhang long, were built to protect 2,430,000 mu of 

cultivated land (Guangdong Shengzhi Nongye Zhi 2002: 2). In Yuan dynasty 

(1271-1368), in Pearl River delta of Guangdong Province, 34 dikes which were 

50,000 Zhang long, were built to protect 230,000 mu of cultivated land 

(Guangdong Shengzhi Nongye Zhi 2002: 3). In Ming dynasty (1368-1644), there 
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were 1166 water-control works including 350 dikes, 486 ditches or canals (“Bei”), 

and 131 ponds, which were built in Guangdong Province (Guangdong Shengzhi 

Nongye Zhi 2002: 3). In middle Qing dynasty (Jiaqing period: 1796-1820), the 

total cultivated acreage in Guangdong Province was 33,860,000 mu (Guangdong 

Shengzhi Nongye Zhi 2002: 4). In late Qing dynasty (1887), the cultivated 

acreage in Guangdong Province was 34,730,000 mu (Guangdong Shengzhi 

Nongye Zhi 2002: 56). In 1949 when the People’s Republic of China was 

established, the irrigated acreage in Guangdong Province reached 9,779,000 mu, 

accounting for twenty-two percent of the cultivated acreage in Guangdong 

Province which was 45,153,000 mu (Guangdong Shengzhi Shuili Zhi 1995: 268; 

Guangdong Shengzhi Nongye Zhi 2002: 56). 

 

On the other hand, the cultivated acreage per capita tended to increase after the 

fourteenth century (early Ming dynasty), but switched to decreasing after 

sixteenth century (middle Ming dynasty) as the room for the increase in the 

amount of cultivated land tended to shrink. 

 

Although the expansion of labor-intensive water-control construction arising from 

the population growth contributed to an increase in the amount of cultivated land, 

the population pressure will sooner or later lead to a decrease in the cultivated 

acreage per capita. That is, as the areas left to be opened up and acreages left to be 

irrigated decreased, the increase in the amount of cultivated land for the 

investment of per unit of labor input would sooner or later shrink, and the 

expansion rate of cultivated land would at last decrease to the extent that the 

cultivated acreage per capita switched to decreasing.    
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The figure in Figure 4.1 and Figure 4.2 showing the cultivated acreage per capita 

of Guangdong Province and the cultivated acreage per capita in A County 

supported the propositions illustrated above. First, from early Ming dynasty 

(Fourteenth century) to middle Ming dynasty (Sixteenth century), the cultivated 

acreage per capita of Guangdong Province and the cultivated acreage per capita of 

A County tended to increase. In 1582, the cultivated acreage per capita of 

Guangdong Province was 7.01 shimu. And the cultivated acreage per capita of A 

County in 1593 reached 10.93 shimu. Second, after Sixteenth century when the 

empire was under Ming Wanli Emperor’s reign, both the cultivated acreage per 

capita of Guangdong Province and the cultivated acreage per capita of A County 

experienced a significant decline. In seventeenth century, the cultivated acreage 

per capita of Guangdong Province and that of A County went down to 

approximately five shimu. After nineteenth century, the cultivated acreage per 

capita of Guangdong Province and that of A County seemed to decrease to less 

than two shimu. The cultivated acreage of A County even dropped to 0.97 shimu 

in 1941. 

 

 

Figure 4.1 Cultivated Acreage Per Capita of Guangdong Province after Ming 

Dynasty (shi-mu) 

SOURCE: The data in this figure were from Guangdong Shengzhi Nongye Zhi 

(Annals of Guangdong Province. Agriculture), Guangzhou: Guangdong Renmin 

Press, 2002: 3, 4, 5; Guangdong Shengzhi Renkou Zhi (Annals of Guangdong 

Province. Population), Guangzhou: Guangdong Renmin Press, 1995: 38, 39, 40, 
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41, 43, 44; Guangdong Shengzhi Guotu Zhi (Annals of Guangdong Province. 

Land), Guangzhou: Guangdong Renmin Press, 2004: 198, 253, 292; Guangdong 

Shengzhi Liangshi Zhi (Annals of Guangdong Province. Grain), Guangzhou: 

Guangdong Renmin Press, 1996: 38. 

Notes: 
a. The population data of Year 1387 was the average of population of Year 1381 

and population of Year 1391. 
b. The population data of Year 1582 was the averaged of population of Year 1491 

and population of Year 1661. 
c. The Population data of Year 1661 and Year 1685 were the data after being 

revised, and were the data based on the number of all the family members in each 

family. So the data can be used, even though Ho Pingti and Chen Chunsheng 

believe the data before 1776 under Qing regime were not reliable for the data 

were not based on the number of all the members in each family (Chen 2005: 21).  
d. The methods for converting “mu” (unit of area) under different regimes (Song, 

Yuan, Ming, Qing) to “shi-mu” under Republic of China, are from A history of 

Chinese weights and measures (Zhongguo Duliangheng shi) (Wu 1957: 66, 67, 

76), and Agricultural Development in China 1368-1968 (Perkins 2013: 220). 

 

 

Figure 4.2 Cultivated Acreage Per Capita of A County after Ming Dynasty 

(shi-mu) 
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SOURCE: The data in this table were derived from Gazetteer of A County 

(Beijing: 2002), pp. 112, 152, 153; Gazetteer of A County (Haikou: 2001), 2: 3; 

“Guangdongsheng gexian nongtian mianji tongji” 广东省各县农田面积统计 

(“Area of rural land in each respective county in Guangdong Province”), nanfang 

zazhi 南方杂志[南宁] (South Magazine), 1933,2(4): 28; “Guangdong Gexian 

zhuyao zuowu channian zhi mianji ji chanliang fenbiao” 广东各县主要作物平

常年之面积及产量分表 (“Cultivate area of chief crops in each respective county 

in Guangdong Province in a normal growing year”), tongji yuebao 统计月报 

(Statistics Monthly), 1932 (1-2): 54-55; “Guangdong gexian daotian mianji yu 

quanmianji ji gendimianji baifen bijiaobiao” 广东各县稻田面积与全面积及耕

地面积百分比较表 (“Proportions of rice area in total area and cultivated area 

respectively in each respective county in Guangdong Province”), tongji yuekan 

统计月刊 (Statistics Monthly Journal), 1936, 2(5): 34-6.  

Notes: 
a. The cultivated acreage of Year 1593 was derived from cultivated acreage of Year 

1581 and Year 1600.  
b. The cultivated acreage of Year 1642 was derived from cultivated acreage of 

Year 1632. 
c. The population data of Year 1760 was derived from the revised data of Year 

1756. The raw data of Year 1756 was from Gazetteer of A County (2002: 112), 

and the conversion method was from Guangdong Shengzhi Renkou Zhi (Annals of 

Guangdong Province. Population) (1995: 40). Note that, although the Gazetteer 

of A County (2002: 111) recognizes the number of adult males in A County 

registered in official tax registers as the true number of adult males in the county, 

and reached the population of A County in 1756 (33800) by doubling the so-called 

true number of adult males. Yet, the present study chose not to use the population 

figure provided, since the number of adult males registered in official tax registers 

tended to be far less than the true number of adult males before 1776 under Qing 

regime (for the number tended to became pure tax quota which land tax was 

assessed based on, more details would be offered below) (Chen 2005: 21).     
d. The Cultivated acreage of Year 1818 was derived from cultivated acreage of 

Year 1760. 
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e. The Cultivated acreage of Year 1911 was derived from cultivated acreage of 

Year 1932. 
f. The population data of 1937 was instead of the population data of 1936. 
g. The acreage figure of 1936 was the total of the area of land used for planting of 

rice, glutinous rice, and suggar cane in 1931. The acreage of A County was 

thought to be 302,600 shi mu in 1932 and 1936 (nanfang zazhi 1932 2(4): 28; 

tongji yuekan 1936 2(5): 35). Yet, the acreage figure of the area of cultivated land 

used for planting of rice and glutinous rice was 378,000 shi mu which was larger 

than the so-called total acreage (302,600 shi mu) (tongji yuebao 1932 (1-2): 55). It 

was impossible. The officials therefore admitted that there was a mistake (tongji 

yuekan 1936, 2(5): 36). Therefore, I add the figures of the rice acreage, the 

glutinous rice acreage and sugar cane acreage together, and reach the result used 

here. The figure tended to be slightly larger than the actual figure, but is 

approximately the actual acreage.    
h. The cultivated acreage of Year 1941 was derived from cultivated acreage of 

Year 1936. 
i. The methods for converting “mu” (unit of area) under different regimes (Song, 

Yuan, Ming, Qing) to “shi-mu” under Republic of China, are from A history of 

Chinese weights and measures (Zhongguo Duliangheng shi) (Wu 1937: 66, 76), 

and Agricultural Development in China 1368-1968 (Perkins 2013: 220). 
j. One shi-mu = 0.1647 acre (Perkins 2013: 220). 

 

4.1.2 Application of traditional labor-intensive agricultural technologies 

and the increase in per acre yield  

After the fourteenth century, the increasingly wide application of traditional 

labor-intensive agricultural technology in southeast China, combined with the 

increasing supply of labor force, contributed to an increase in per acre yield. 

 

After the fourteenth century, the increasingly wide spread of traditional 

labor-intensive agricultural technologies including the double cropping pattern, 

increasingly wide use of farm implement, fertilizer application, the introduction of 
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new crops from abroad, and the water control construction (which I has illustrated 

above), together with the increasing labor force primarily derived from population 

migration, contributed to an increase in per acre yield in southeast China.  

 

As regards the double cropping patter, in Guangdong, early in Eastern Han 

dynasty (25-220), two crops of rice had been grown in one year in the place which 

is called “Fo-shan” nowadays (Guangdong Shengzhi Nongye Zhi 2002: 109). 

After Ming dynasty (1368-1644), the double cropping pattern gradually spread 

across Guangdong (Guangdong Shengzhi Nongye Zhi 2002: 109). By Republic of 

China period (1912-1949), the double cropping patterns had been widely applied 

across Guangdong Province. The peasants of Guangdong Province even 

developed different crop rotation patterns such as rice-rice-wheat, rice-rice-potato, 

rice-rice-grass (used as natural fertilizer), rice-rice-rapeseed and so on. 

(Guangdong Shengzhi Nongye Zhi 2002: 109)    

 

In addition, long before the fourteenth century, most tools which would be widely 

used in the twenties century, had been known by the Chinese peasants (Perkins 

2013: 56, 70). Early in Western Jin period (A.D. 265–316), in Guangdong, the 

iron farm implements included hoe, spade, sickle, harrow, and so on (Guangdong 

Shengzhi Nongye Zhi 2002: 406). In A County, before 1949, the most widely used 

implement was hoe. Almost every peasant had one hoe. For some peasant 

households, the animal-drawn plough was used to plow the field (Gazetteer of A 

County 2002: 155). 

 

As regards fertilizer, after the Ming dynasty, organic fertilizer was widely used by 

the peasants in Guangdong. In Ming dynasty, varieties of organic fertilizer 

including grasses cut by peasants, beans raised by peasants, muds from rivers and 

sewers, animal skins, feathers of poultry, plant ash, manure from draft animals and 

so on (Guangdong Shengzhi Nongye Zhi 2002: 326-7). In A County of Guangdong 
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Province, before 1949, the peasants used mainly organic fertilizers such as mud 

from ponds, sewers, rivers and sea, plant ash, bean cake, grasses, dried fish, 

animal ashes, night soil, and so on (Gazetteer of A County 2002: 157-8).  

 

It is noteworthy that the sweet potatoes was introduced into Guangdong Province 

in Ming Wanli Emperor’s period (1572-1620), and had been widely applied across 

Guangdong by 1949. The sweet potato can be grown on poor dry land, and the 

calories of the crop per mu are roughly twice as productive as other dry-land crops 

(Perkins 2013: 48). Under the mounting population pressure on the land, the sweet 

potato’s high yields and adaptability to adverse conditions led to the expansion of 

the cropping of the crop, and contributed to the persistence of subsistence 

economy in southeast China after sixteenth century. By the end of Ming dynasty 

(the mid-seventeenth century), the sweet potatoes had become the crop on which 

the peasants depended to sustain the subsistence livelihoods under famine 

conditions, and the peasants tended to plant sweet potatoes to hedge against 

disasters such as flood, drought, and so on. In Chao-yang County which was 

adjacent to A County, there was a folk song singing “If the early crop fails, I 

would rely on the product of the late crop. If the late crop fails, I would rely on the 

product of sweet potatoes. If the sweet potatoes fail, I have to leave my hometown 

and make a living in southeastern Asian countries” (Guangdong Shengzhi Nongye 

Zhi 2002: 119). After the nineteenth century when the acreage per capita was less 

than two mu (see Figure 4.1), the sweet potatoes may actually become the staple 

food rather than supplementary food for peasants in poor area of Guangdong. In A 

County, the sweet potatoes actually constituted a dominant portion of a standard 

diet of the peasants by the mid-twentieth century. In the three meals per day, the 

peasants in A County mostly eat sweet potato soup (Gazetteer of A County 2002: 

167). 

 

Therefore, after the fourteenth century, the increase in the supply of labor force 

combined with the spread of the labor-intensive agricultural techniques (including 

the double cropping pattern, traditional farm implement, fertilizer application, the 

new crops from abroad, and the water control construction techniques), 

contributed to an increase in per acre yield after the fourteenth century in 
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southeast China. Being similar to the growth in grain yields per acre in the whole 

country (Perkins 2013: 313), per acre yields (in rice) in A County increased after 

the fourteenth century, although the per acre yield tended to decrease in 1940’s 

(See Table 4.4).  
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Table 4.4 Grain Yields Per Acre in A County after Ming Dynasty 

Dynasty Year  Yield (shi catties unhusked rice 

per shi mu) 

Yield (shi catties husked rice 

per shi mu) 

Ming 1553(Ming) 289.00  166.73  

Qing 1661(Qing) 295.79  170.65  

Qing 1731(Qing) 299.77  172.94  

Qing 1763-1772(Qing) 439.84  253.75  

ROC 1936(ROC) 480.48  326.73  

PRC 1949(PRC) 297.06  202.00  

SOURCE: The data in this table was derived from Shunzhi Chaozhou Fuzhi 順治潮州府志 (Shunzhi Gazetteer of Chaozhou Prefecture), 

1988[1661], 2: 21; Qianlong Chaozhou Fuzhi 乾隆潮州府志 (Qianlong Gazetteer of Chaozhou Prefecture), 1893[1762], 24; Gazetteer of A 

County 2001[1731], 8: 7; Qingdai dizu boxue xingtai 清代地租剝削形態 (Forms of Land Rent Exploitation in Qing Period) (First Historical 

Archives of China and Institute of History, Chinese Academy of Social Sciences), 1982: 581, 645; “Guangdongsheng Gexian jidao nuodao 

mianji ji chanliang tongji” 廣東省各縣粳稻糯稻面積及產量統計 (“Cultivate area of non-glutinous rice and glutinous rice in each respective 

county in Guangdong Province”), tongji yuebao 統計月報 (“Statistics Monthly”), 1936, 2(5): 41-3; Gazetteer of A County 2002: 169.  

Notes: 

1. The conversion ratios used was in Perkins’s work (Perkins 2013: 314).  
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2. The rent data were used to obtain the numbers of per acre yield of 1553, 1661, 1731, and 1763-1772. And the rent in A County was believed 

to be half of the yield (Chen 2005: 24). 

3. For the figures of Year 1936,  

1 dan (擔) = 100 shi catties (Wu 1937: 348). 

4. The formulas used in arriving at these figures were from Perkins’s (2013: 314) and Chen’s (2005: 24) works. 
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4.1.3 Decrease in labor productivity per average worker in peasant 

family and the changes in the efficiency in and the taxability of family 

farm 
Although per acre yield gradually rose after the fourteenth century, the decrease in 

the amount of cultivated land per capita after the fourteenth century (which I have 

illustrated above) contributed to a significant decrease in labor productivity per 

average worker in peasant family after the fourteenth century, and led to the 

expanding inefficiency in family farm during the first half of the twentieth century 

in southeast China. After the twentieth century, since the labor productivity per 

average worker in peasant family is less than the subsistence level (the sum 

amount of consumption demand and tax payment) per family member, the peasant 

family was forced to add all available labor to grain production with the aim of 

maintaining subsistence living standard, and thus led to great inefficiency in 

family farm. Under this condition, the peasant family gains no surplus above the 

subsistence, and an increase in the amount of tax owed by the peasant family 

would aggravate the inefficiency in family farm, and even endanger the 

opportunity of the family to live and reproduce.  

 

Just as I have illustrated above, assuming that the peasants added all the available 

labor to grain (rice) production in southeast China, by combining acreage per 

capita with net grain output per acre, I reach the figures about the labor 

productivity per average worker from the fourteenth century to the twentieth 

century in A County, the case of this study. Specifically, by subtracting the costs of 

the agricultural production (such as the expenses of fertilizers and seed), I reach 

the net grain (rice) output per acre; and by multiplying acreage per capita by net 

grain output per acre, I reach the (potential) labor productivity per average worker 

(potential average return to per unit of labor input) in the case of the present study 

(see Table 4.5). Apparently, after the fourteenth century, the labor productivity per 

average worker in peasant family in grain production in A County experienced 

general decline (see Figure 4.3). 
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Table 4.5 Return to Labor Input in Grain Production in A County after Ming Dynast 

Year Cultivated acreage per 

capita 

Yield  

(shi catties husked rice 

per shi mu) 

Net product per acre  

= -*Yield 

Potential labor productivity per average worker  

(shi catties husked rice) 

1525(Ming) 9.11  166.73  0.1857a  1236.63  

1542(Ming) 8.86  166.73  0.1857a  1202.52  

1593(Ming) 10.93  166.73  0.1857a  1483.35  

1603(Ming) 9.78  170.65  0.0960
b
  1509.29  

1642(Ming) 5.25  170.65  0.0960
b
  809.47  

1760(Qing) 4.90  253.75  0.0960
b
  1125.12  

1818(Qing) 2.52  253.75  0.0960
b
  577.38  

1911(Qing) 1.09  326.73  0.0960
b
  321.81  

1936(ROC) 0.94  326.73  0.0960
b
  278.68  

1941(ROC) 0.97  326.73  0.0960
b
  287.21  

1949(PRC) 1.33  202.00  0.0960
b
  243.23  
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SOURCE: The data were from Figure 4.2 and Table 4.4. 
a. The figure was from Guan, Hanhui and David Daokui Li's work (Guan and Li 2010: 794). 
b. The Rate was from Liu Di's work (Liu 2009: 146). 

Notes: 
a. The “Yield” figure of 1553 was instead of the figure of 1525, 1542 and 1593. The Yield figure of 1661 was instead of the figures of 1603 and 

1642. The figure of 1763-1772 was instead of the figures of 1760 and 1818. The figure of 1936 was instead of the figure of 1911 and 1941.  
b. Potential labor productivity per average worker means the potential average return to the labor input per capita. Since the present study 

assumes that all the family members were potential workers in family farm, and does not distinguish between the consumers and the workers in 

the peasant family; and the low grain yields under adverse conditions (such as dry farming conditions) were not considered in the present study; 

the actual grain production tended to be, maybe far, less than what were illustrated in this figure. 
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Figure 4.3 Labor Productivity Per Average Worker and Per Capita Necessities in A County from sixteenth century to 1949 
SOURCE: The data was from Table 4.5. And the data about “per capita necessities” was derived from Guangdong shengzhi liangshizhi (1996: 

42), Chen (2005: 24), Gazetteer of A County (2001, 4: 10, 18), Gazetteer of A County (2002: 367,398). 

Notes: 
a. Labor productivity per average worker means the (potential) average return to the labor input per capita. Since the present study assumes that 

all the family members were potential workers in family farm, and does not distinguish between the consumers and the workers in the peasant 

family; the actual grain production tended to be less than what were illustrated in this figure. 
b. Per capita necessities include per capita land tax burden (shi catties husked rice) and per capita subsistence consumption (shi catties husked 
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rice) 
c. The author assumes that the per capita subsistence consumption level in Ming dynasty was the same as the level in Qing dynasty.  
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To be specific, in the sixteenth century (especially 1590s) and 1760s, the labor 

productivity per average worker in peasant family tended to largely outweigh the 

subsistence level (including consumption claim and tax payment) per family 

member; while in the first half of the twentieth century, the labor productivity per 

average worker tended to equal or even be lower than the subsistence level 

(including consumption claim and tax payment) per family member. There are 

two situations described below. 

 

1) In the sixteenth century (especially 1590s) and 1760s when the labor 

productivity per average worker in peasant family tended to largely outweigh 

the amount of the consumption demand and tax payment per family member, 

it was possible for the peasant family to achieve surplus above subsistence 

level, and thus led to considerable potential to increase tax revenue. It was in 

1590s that the Ming state was experiencing great prosperity; and it was in 

1760s that the Qing state was experiencing great, maybe the greatest, 

prosperity in its history. In the two periods, the amount of labor input at which 

adequate subsistence had been produced tended to be less than the amount at 

which the equilibrium between the subjective evaluation of return to labor and 

the drudgery of labor expended was reached. Thus, the peasant family tended 

to continue increasing labor input even when adequate subsistence for the 

family members and goods for tax payment had been produced, and would not 

cease to work until the evaluation of the marginal return to labor equaled the 

drudgery of marginal labor input (Chayanov 1986a, 1986b). Under the 

circumstances, the family farm would gain a large surplus above subsistence. 

It meant there was considerable potential to impose tax surcharges on the 

peasant families and achieve an increase in the revenue extracted from the 

families.  

2) Throughout the first half of the twentieth century when the labor productivity 

per average worker in peasant family tended to equal or even be lower than 

the amount of the consumption demand and tax payment per family member; 

the peasant family would achieve great inefficiency in grain production and 

obtain no surplus above the subsistence level, and the imposition of the tax 

surcharges on the peasant family tended to aggravate the inefficiency in family 
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farm, and even endangered the opportunity of the family to live and reproduce. 

During the first half of the twentieth century, the amount of labor input at 

which adequate subsistence grain was produced was larger than the amount of 

labor input at which the equilibrium between the evaluation of return to labor 

and the labor drudgery was reached. Thus, the peasant family was forced to 

add all available labor to grain production even when the subjective evaluation 

of marginal return to labor input was lower than the drudgery of marginal 

labor input. That is, the peasant family had to maintain subsistence living 

standard at the cost of inefficiency in production. And the imposition of tax 

surcharges on the peasant families (which increased the revenue extracted 

from the peasant families) would inevitably lead to expanding inefficiency in 

family farm, and even endanger the opportunity of the families to live and 

reproduce.  

 

4.2 Forms of state extraction, the structures of local organizations 

and the Confucian moral discourse interwoven with the Buddhist, 

the Daoist and the local cult discourses in southeast China 

Forms of state extraction, the structures of local organizations and the Confucian 

moral discourse interwoven with the Buddhist, the Daoist and the local cult 

discourses imposed constraints on the actions and interactions of the ruler (the 

state), the state agents (magistrates and their underlings, recorders in lijia 

organizations, and lineage leaders) and the common peasants. First, the ruler (the 

state), subject to the constraints of structural conditions (including fiscal 

expenditures, techniques for measuring productivity, country size, and etc.) would 

manipulate the forms of state extraction (which included the forms of taxation and 

the forms of contract between the state and the state agents) in order to achieve 

private efficiency in state extraction. Second, the forms of state extraction and the 

structures of local organizations would impose (interest-specific) incentives on the 
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actions and interactions of the state agents and the common peasants, while the 

moral values embodied in the Confucian moral discourse interwoven with the 

Buddhist, the Daoist and the local cult discourses would be possessed by the state 

agents and the common peasants, and be used by the actors as tools to legitimize 

their (interest-specific) incentives and actions. Third, the state agents would take 

actions to achieve the compatibility between the incentives (imposed by the forms 

of state extraction and the structures of local organizations) and the moral values 

(embodied in the Confucian moral discourse interwoven with the Buddhist, the 

Daoist and the local cult discourses), and the actions were subject to the constraint 

of the peasant family labor productivity. Specifically, the relatively high peasant 

family labor productivity (which led to efficiency in family farm and surplus 

above subsistence level) would provide room for the state agents to achieve 

compatibility between the incentives and the moral values; while the relatively 

low peasant family labor productivity (which led to inefficiency in family farm 

and persistence of subsistence agriculture) would provide little room for the state 

agents to achieve compatibility between the incentives and the moral values, and 

led to structural contradictions between the incentives and the moral values.    

 

4.2.1 Changes in the forms of state extraction in the countryside in 

southeast China after the fourteenth century 

The changes in the forms of state extraction19 in the countryside in southeast 

China after the fourteenth century included the replacement of the land and labor 

imposts with a new type of land tax (“di-ding” tax), and the persistence of and the 

changes in the dualistic land tax system (including statutory land tax system and 
                                                      
19 In this study, I do not consider the miscellaneous taxes on the peasants (such as business tax, 
salt tax, and so on) since the revenue of the miscellaneous taxes accounted for a comparatively 
small portion of the total revenue from the peasant households. 
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non-statutory land tax surcharges system). The forms of state extraction in this 

study include the “forms of taxation” and the “forms of contract between the tax 

collecting authority (the state or the ruler) and the tax collectors (the state agents)” 

(Azabou & Nugent 1988: 684; Kiser & Schneider 1994: 193). In early Ming 

dynasty (1368-1436), the state extraction in rural China was the land and labor 

imposts (“fu-yi”) which included labor service, payment in kind and cash payment. 

After the middle Ming dynasty (about 1436), on the one hand, the forms of 

taxation in rural China changed from “land and labor imposts” to “land tax and 

surcharges”; on the other hand, the form of contract between the state and the state 

agents manifested itself as a dualistic land tax system (including statutory land tax 

system and non-statutory land tax surcharges system), and changed from a 

mixture of wage contract and tax-farming contract to a relatively pure tax-farming 

contract throughout the first half of the twentieth century.  

 

The state (the ruler) manipulated the forms of state extraction in rural China with 

the aim of improving efficiency of state extraction for the state, and achieved 

private efficiency in state extraction in the sixteenth century (especially 1590s) 

and 1760s. First, the silver payment of labor imposts permitted the peasant family 

to add more labor to family farm when the labor productivity largely outweighed 

the subsistence level in the sixteenth century (especially 1590s) and 1760s, and 

thus contributed to a decrease in the social loss (“opportunity cost”) arising from 

state extraction. Second, the transition of the form of taxation from “land and 

labor imposts” to “land tax and surcharges” led to the simplification of taxation in 

rural China, and thus helped reduce tax collection cost. Third, under the mixture 

of wage contract and tax-farming contract, in the collection of the non-statutory 

land tax surcharges, the state achieved a decrease in the cost of monitoring agents, 
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and passed tax collection cost and social loss to the state agents. Therefore, in 

contrast to the assumption that the state (the ruler) attempts to maximize revenue 

to the state (Levi 1989: 10; Kiser & Schneider 1994: 190), the imperial state in 

China, when the revenues were sufficient in meeting the operating expenses of the 

empire, tended to minimize the (private) transaction costs of state extraction 

(borne by the state), and permitted the surplus above subsistence produced by 

family farms to be shared by the state agents and the peasant families in local 

community.  

 

Before the twentieth century, as the form of taxation changed from “land and 

labor imposts” to “land tax and surcharges”, and the form of contract between the 

state and the state agents manifested itself as a dualistic land tax system (including 

statutory land tax system and non-statutory land tax surcharges system), the state 

agents were imposed on both the incentive to pursue private interests in state 

extraction and the disincentive to pursuing private interests at the expense of the 

state and the local community (such as the disincentive to diverting more than the 

revenues justified by the risk premium from the state, and the disincentive to 

extracting excessive amounts of surcharges from local community).  

 

Yet, during the first half of the twentieth century, the state, being faced with the 

expanding fiscal deficit (Lin 1997: 92, 102-3) and the lack of advanced 

measurement techniques and expertise, was forced to grant discretionary power of 

revising tax rates and creating new imposts to the state agents with the aim of 

winning their support and cooperation in the collection of surcharges and 

remitting of revenues to the central government; and thus led to the conversion of 

the form of contract between the state and the state agents from a mixture of wage 
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contract and tax-farming contract to a relatively pure tax-farming contract. On the 

one hand, the tax-farming contract helped reduce the monitoring agency costs and 

tax collection costs borne by the state. On the other hand, since the tax-farming 

contract enhanced the bargaining power of the state agents in state extraction, the 

state agents were imposed on the incentive to achieve private interests in state 

extraction at the expense of the state and the local community (such as the 

incentive to divert more than the revenues justified by the risk premium from the 

state, and the incentive to extract excessive amounts of surcharges from the local 

community), and the state ran the risk of incurring the social loss arising from the 

opportunistic behaviors of the state agents.   

 

First, after the fourteenth century, the conversion of labor service into silver 

payment permitted the peasant families to add more labor to family farm, 

and thus led to a decrease in the social loss arising from state extraction.  

In early Ming dynasty, the labor impost included statutory labor service of lijia 

(“Li-jia-zheng-yi”) which was “facilitating tax collection and conducting official 

business” (Liu 1997: 80; Liang 1989: 39), labor service for local government 

(“Jun-yao”) such as working as clerks and runners in different branches of local 

government (Liu 1997: 83; Liang 1989: 39), labor service in the post stations 

(“Yi-zhan”) (Liu 1997: 85), and militia duty (“Min-chuan”) (Liu 1997: 85-6).  

 

The variety of labor service would inevitably bring about social loss arising from 

state extraction, by forcing the peasants to serve in local government when the 

marginal return to labor tended to be higher than the drudgery of marginal labor 

input. For instance, in A County, in the sixteenth century (especially 1590s) and 

1760s when the labor productivity per average worker tended to largely outweigh 
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the subsistence requirement per family member (see Section 4.1.3), the labor 

service in local government would lead to an increase in opportunity costs (social 

loss) arising from state extraction. The reason was that the peasants could 

otherwise add more labor to family farm, and led to an increase in the welfare and 

an improvement in the efficiency of family farm.   

 

Therefore, after early Ming dynasty, the conversion of labor service into silver 

payment contributed to a decrease in the social loss and an improvement in the 

efficiency of state extraction. Early in a period during the Hongzhi Emperor’s 

reign (1488-1505), the Ming regime had decreed that several items of labor 

services (including the service of cook, the service of grooms, doorkeepers service, 

the work of prison guards) should be converted into silver payment, and the 

revenues would be used to hire the wage laborers to work in local government 

(Liu 1997: 154). By Wanli reign period (1572-1620), in Guangdong Province, 

most types of labor service had been converted into silver payment. And after the 

enforcement of Single Whip Law under Wanli Emperor’s reign, almost all types 

of labor service were converted into silver payment (Liu 1997: 192).  

 

The conversion of labor service into silver payment led to an increase in the labor 

added to family farm, and thus contributed to a decrease in the opportunity costs 

(social loss) arising from state extraction and an improvement in the efficiency in 

family farm in the sixteenth century (especially 1590s) and 1760s. It directly 

contributed to the prosperity experienced by the Ming state and the Qing state in 

the two periods respectively. 

 

Second, after the fourteenth century, the transition of the form of taxation 
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from land and labor imposts to a new type of land tax led to simplification of 

taxation in rural China, and thus helped reduce tax collection cost. 

In early Ming dynasty, the state extraction in rural China was mainly land and 

labor imposts (“fu-yi”) extracted from registered households in lijia system20 

(Liang 1989: 36-37; Hsiao 1967: 84), and were considerably complicated. Firstly, 

the land impost not only could be classified into “impost on state-owned land” 

(“Guan-mi”) and “impost on private land” (“Min-mi”) based on the ownership of 

rural land (Liang 1989: 37; Huang 1975[1918]: 52; Mingshi 1985, 77: 5-4), but 

also could be classified into summer tax (“Xia-shui”) and autumn tax 

(“Qiu-liang”) according to the season when the tax was levied or the types of 

rural land (Liang 1989: 37; Mingshi 1985, 78: 2; Liu 1997: 71-72). Secondly, the 

labor impost included statutory labor service of lijia (“Li-jia-zheng-yi”) which was 

“facilitating tax collection and conducting official business” (Liu 1997: 80; Liang 

1989: 39), labor service for local government (“Jun-yao”) such as working as 

clerks and runners in different branches of local government (Liu 1997: 83; Liang 

1989: 39), payment for administrative and living expenses of officials at local 

government (“Jun-ping”) (Liu 1997: 125-26), labor services in the post stations 

(“Yi-zhan”) (Liu 1997: 85), and militia duty (“Min-chuan”) (Liu 1997: 85-6). 

What’s more, the “li head” (“Li-zhang”) on duty and the “jia” on duty had to 

make assigned contribution, which was called tribute (“Shang-gong-wu-liao”), to 

the Ming court and the central government (Liu 1997: 77; Liang 1989: 588). 

 

Being faced with the golden canon emphasized by the founding emperor of Ming 

Dynasty, “the land and labor imposts should be assessed based on crop yields, 

number of adult males, and capital value of the households in order to achieve 

justice in taxation” (“Fan fu-yi bi yan min zhi ding-liang-duo-gua, chan-ye 

hou-bao, yi jun qi li”) (Mingtaizu shilu 1384, 163: 3), the complexity of land and 

                                                      
20 The lijia system was the official household registration system instituted by the first emperor of 
Ming dynasty, Hongwu Emperor, in 1381, and was local organization based on groups of 
registered households (Liu 1997: 39, 49; Mingshi 1985, 77: 2). Under the lijia system, one “li” 
consisted of one hundred and ten households. Among the one hundred and ten households, each 
of the ten households with highest grain yields and largest numbers of adult males had to work as 
“li head” (“Li-zhang”) in a periodic rotation; the remaining one hundred households were 
subdivided into ten units called “jia”, each consisting of 10 households. The system accordingly 
was called “li-jia” system (Mingshi 1985, 77: 2; Liu 1997: 81; Liang 1989: 38-39). More details 
would be offered below. 



88 
 

labor imposts system would inevitably lead to an increase in tax collection costs. 

It compelled the local officials and the li heads (community chief) to use the 

discretionary power to allocate the labor service burden among the households in 

their administrative division in practice (Liu 1997: 84-85). 

 

Therefore, after the middle Mind dynasty, the transition of state extraction in rural 

China from land and labor imposts (“fu-yi”) to a new type of land tax (“di-ding” 

tax) led to simplification of state extraction, and contributed to a decrease in tax 

collection costs. Firstly, after the middle Ming dynasty, “impost on state-owned 

land” (“Guan-mi”) and “impost on private land” (“Min-mi”) tended to combine, 

and summer tax tended to be incorporated into autumn tax (Liu 1997: 203-204). 

Secondly, varieties of land and labor imposts including land impost, tribute 

(“shang-gong-wu-liao”), and labor imposts tended to be converted to be paid in 

silver (Wang 1975:53; Chen 1988: 14-15; Liu 1997:78, 149-50, 154, 156, 179-80; 

Liang 1989: 39-40). Thirdly, varieties of labor imposts tended to be converted into 

impost on adult males and impost on land. The former combined to form the 

so-called poll tax on adult males (“ding” tax), while the latter was apportioned 

upon the traditional land impost to form the so-called land tax (“di” tax) (Liu 

1997: 192, 222; Liang 1989: 64, 66-70). Fourthly, the poll tax (“ding” tax) was 

assessed according to the acreage or the tax quota of the rural land, and was at last 

officially apportioned onto the land tax after 1716. It led to the creation of a new 

land tax (“di-ding” tax) (Hsiao 1967: 91-92; Wang 1973a:10; Liu 1997: 222).  

 

Thus, after the middle Ming dynasty, the complicated land and labor imposts 

(“fu-yi”) (which were assessed based on “crop yields, number of adult males, and 

capital value of the households” and paid in silver, kind, and labor), were 

generally converted into a new type of land tax (“di-ding” tax) (which was 

assessed on land area and tax rates, and mainly paid in silver) (Mingtaizu shilu 

1384, 163: 3; Wang 1973a: 32, 53). It simplified the state extraction in rural China 

to a great extent, and thus contributed to a decrease in tax collection costs. 

 

Third, after the fourteenth century, the dualistic land tax system permitted 

the state to achieve a decrease in the cost of monitoring agents and the social 
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loss (in the long term) arising from the opportunistic behaviors of the state 

agents, and passed the tax collection cost under the non-statutory land tax 

surcharges system to the state agents. 

The land tax system in imperial China was essentially dualistic: a statutory land 

tax system and a non-statutory land tax surcharges system21 (Wang 1973a: 49; 

Lin 1997: 89, 113; Liu 1997). Under the statutory land tax system, not only the 

land tax quotas were virtually unchanged, but also the items of expenditures by 

local governments and the amount of money for each item of expenditure, were 

specified by regulations (Wang 1973a: 53-4). The officials were required to follow 

the regulations. Any violation would, with few exceptions, led to “rebuttal or even 

disciplinary action from the superior authorities” (Wang 1973a: 49). On the other 

hand, under the non-statutory land tax surcharges system, varieties of 

non-statutory land tax surcharges were generally tolerated by the higher 

authorities and people at large since the administrative and personal expenses of 

the officials at various levels could not be met by inadequate statutory land tax 

revenue. It was the non-statutory land tax surcharges that enabled the operation of 

the local administration (Wang 1973a: 49).  

 

Before twentieth century, under the dualistic land tax system, the form of contract 

between the state and the state agents22 in state extraction manifested itself as a 

mixture of wage contract and tax-farming contract (Azabou & Nugent 1988: 684), 

and tended to contribute to an improvement in the (private) efficiency of state 

extraction for the state. On the one hand, the state tolerated the discretion of state 

agents in the collection and expenditures of non-statutory land tax surcharges to 

some extent, and thus passed the collection cost of non-statutory land tax 

surcharges to the state agents; on the other hand, there were mechanisms 

developed to set a limit on the state agents’ discretionary power of imposing tax 

surcharges, and led to a decrease in both the monitoring agency cost and the social 

loss (which were arising from the opportunistic behaviors of the state agents and 

                                                      
21 In early Ming dynasty, if not earlier, the li head on duty and the jia (ideally including ten 
households) on duty in lijia system bore the customary (but non-statutory) responsibility of 
paying for the administrative and living expenses of the officials at county and higher levels (the 
expenses of local government) (Liu 1997). 
22 Here, the state agents included magistrates, the clerks and the runners in local government, 
the recorders in lijia organizations, and the lineage leaders (who were usually local gentry). 
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part of which would be borne by the state in long term). It thus led to the 

persistence of a mixture of wage contract and tax-farming contract between the 

state and the state agents before twentieth century and the improvement in the 

(private) efficiency of state extraction for the state (especially in 1590s and 

1760s).  

 

Firstly, the state periodically incorporated the informal land tax system into the 

statutory land tax system, and contributed to a decrease in tax collection cost, 

monitoring agency cost and social loss in the long term, for the state. For instance, 

during the Reign of Chenghua Emperor (1465-1487) in Ming Dynasty, in 

Guangdong Province, the customary (but non-statutory) responsibility of paying 

for the administrative and living expenses of the officials at county and higher 

levels borne by the li head on duty and the jia (ideally including ten households) 

on duty in lijia system was converted into a new type of tax (“Jun-ping” tax) (Liu 

1997: 175-83). And in Qing dynasty, the Yongzheng Emperor regularized the 

non-statutory but customary “meltage” and “wastage” charges and made them an 

legalized additional levy to the land tax in 1724 (Lin 1997: 91-2). On the one hand, 

the periodic incorporation of non-statutory land tax surcharges into statutory land 

tax system allowed the state to offset the shrinking of the value of state revenue 

arising from decrease in the purchasing power of money, and to avoid bearing the 

responsibility to make a nationwide cadastral survey in a country as extensive and 

diversified as China. It thus contributed to a decrease in the cost of measuring 

revenue sources (which was part of tax collection cost) for the state. On the other 

hand, the periodic incorporation of non-statutory land tax surcharges into statutory 

land tax system permitted the state to limit the proliferation of extra-legal 

surcharges imposed by the state agents at low monitoring cost, and thus 

contributed to a decrease in both monitoring agency cost and social loss (which 

arose from overtaxation by the state agents and would be borne by the state and 

the local community in the long term). 

 

Secondly, the state tended to impose constraints on the discretions of the state 

agents to set the collection rate, and thus helped decrease the social loss (in the 

long term) arising from opportunistic behaviors of the semi-tax farmers (state 
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agents). The state would either directly made the decision regarding the surcharge 

collection rate or asked the state agents (such as local magistrates) to submit the 

rate to the higher authorities (such as provincial government) for approval (Wang 

1973a: 34, 43). Although there were instances in which the state agents 

(magistrates and their underlings, recorders in lijia organizations, lineage leaders) 

decided non-statutory surcharge collection rate, the prudent state agents would set 

the collection rate at a reasonable limit. Otherwise, it would lead to refusal to pay 

taxes or even rebellion, and the state agents ran the risk of losing their jobs or 

titles (Wang 1973a: 33-4, 44). Thus, the constraint on the discretion of the state 

agents to set collection rate, together with the threat to remove the state agents 

from office or rank, contributed to a decrease in social loss (in the long term) 

arising from the opportunistic behaviors of the state agents. 

 

Thirdly, the state allowed the local community (such as the gentry) to appeal to 

the higher authorities to overrule the decisions made by state agents (such as 

magistrate and his underlings) or even to impeach them, and thus contributed to a 

decrease in monitoring agency cost and social loss (Wang 1973a: 33-4). For the 

state agents, an unreasonable increase in non-statutory surcharge may evoke 

numerous complaints, and even cost his entire official career (Wang 1973a: 34, 

44). The threat of potential loss arising from the complaints from the local 

community acted as a disincentive on the state agents to extracting excessive 

amounts of surcharges from the peasant families. Therefore, the state not only 

passed one part of monitoring agency cost to the village community, but also 

achieved a decrease in the social loss arising from the opportunistic behaviors of 

the state agents. In a word, before twentieth century, the state manipulated the 

forms of state extraction, including the forms of taxation and the forms of contract 

between the state and the state agents, to achieve private efficiency in state 

extraction. 

 

Also before twentieth century, under the dualistic land tax system, the state agents 

(magistrates and their underlings, recorders in lijia organizations, and lineage 

leaders) were imposed on the incentive to pursue private interests and the 

disincentive to pursuing private interests at the expense of the state and the local 



92 
 

community. On the one hand, under the dualistic land tax system, the power to 

collect surcharges from the local community and to expend the revenues was 

granted to the state agents to some extent, and thus imposed on the state agents the 

incentive to use the power to pursue private interests in state extraction, such as 

pocketing a share of the surcharges in lieu of salaries when collecting surcharges 

and delivering revenues (Wang 1973a: 43), shifting the liabilities of the local 

gentry (who were usually the lineage leaders) to the other common peasant 

families (Hsiao 1967: 132, 137; Wang 1973a: 34), and so on. On the other hand, 

hierarchical monitoring by the state and public supervision by the local 

community (which I have described above), together with the severe sanctions 

(such as removal from office and deprivation of titles) for the opportunistic 

behaviors of the state agents, imposed constraints on the opportunistic behaviors 

of the state agents, and led to the disincentive to pursuing private interests at the 

expense of the state and the local community. 

 

Fourth, throughout the first half of the twentieth century, as the form of 

contract between the state and the state agents gradually transferred from a 

mixture of wage contract and tax-farming contract into tax-farming contract, 

the state agents were imposed on the incentive to achieve private interests at 

the expense of the state and the local community, and the state ran the risk of 

incurring social loss arising from opportunistic behaviors of the state agents. 

After nineteenth century, especially throughout the first half of twentieth century, 

the steep increase in fiscal expenditures for war indemnity (Boxer indemnity in 

1902), infrastructure (new schools, roads, dikes and so on) construction, 

anti-bandit campaign, and government reform (such as local self-government), 

together with the inadequacy of advanced measurement techniques and expertise 

(Lin 1997: 92, 102-3, 111), forced the state to grant full discretionary power of 

revising tax rates and creating new surcharges to the state agents, with the aim of 

winning their support and cooperation in the collection of statutory surcharges and 

delivering of the revenue to the state, and extracting surcharges at low monitoring 

cost and low tax collection cost (for the state). For instance, in early 

twentieth-century Guangdong, besides the stipulated surcharges (such as 

liangjuan collected to help payment of the Boxer indemnity), the tax agents were 
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actually allowed to levied the “extra-legal” surcharges on land tax such as 

fou-shou (deliberate overcharge) and zhong-bao (self-aggrandizement) on the 

peasants (Lin 1997: 91-2, 96). In 1914, the Ministry of Finance in Beijing 

officially granted the local government full discretionary power to collect xin fujia 

(new surtaxes), provided that these could not exceed thirty percent of the tax 

quota, in order to win support and cooperation of the local government in the 

incorporation of a large number of surtaxes (including hao-xian, ping-yu and 

za-fei) into the statutory land tax proper (Wang 1973a: 103-4).  

 

As the state granted discretionary power of revising tax rates and creating new 

surcharges to the state agents, the form of the contract between the state and the 

state agents gradually transferred from a mixture of wage contract and 

tax-farming contract into a relatively pure tax-farming contract, which imposed on 

the state agents the incentives to pursue private interests at the expense of the state 

and the local community. Specifically, the incentives imposed on the actions of 

the state agents included the incentive to divert more than the revenues justified 

by the risk premium from the state and the incentive to extract excessive amounts 

of surcharges from the local community (Lin 1997).  

 

Therefore, throughout the first half of the twentieth century, as the contract 

between the state and the state agents in state extraction changed from a mixture 

of wage contract and tax-farming contract to a relatively pure tax-farming contract, 

the state ran the risk of incurring social loss arising from the opportunistic 

behaviors of the state agents (including diverting more than the revenues justified 

by the risk premium from the state, and extracting excessive amounts of 

surcharges from the local community). 

 

4.2.2 Forms of local organizations: the structures of local organizations 

and the Confucian moral discourse interwoven with the Buddhist, the 

Daoist and the local cult discourses after the fourteenth century 
Following the tradition of the new institutionalism model which recognizes 

organization as open to the environment, the forms of local organizations in this 

study include not only the structures of the local organizations but also the 
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Confucian moral discourse interwoven with the Buddhist, the Daoist and the local 

cult discourses existing in broader social context. Specifically, after the fourteenth 

century, the local organizations which played an important role in state extraction 

in rural communities in southeast China mainly included the lijia organization and 

the lineage organization. The former was the official household registration 

system instituted by the first emperor of Ming dynasty, Hongwu Emperor, in 1381, 

and was local organization based on groups of registered households (Liu 1997: 

39, 49; Mingshi 1985, 77: 2), while the latter was “a group whose members live 

and own property separately, but who form a group that is linked by genuine or 

fictive consanguinal relations and that claims descent from a common ancestor” 

(Zheng 2001: 24). 

 

In early Ming dynasty (especially in the fourteenth century) when the form of 

taxation in rural China was land and labor imposts, the lijia organizations were 

relied on by the state to organize the peasant families to pay land and labor 

imposts. On the one hand, the lijie organization was a relatively effective 

mechanism to organize the peasant families to pay labor imposts. Under the lijia 

system, one “li” consisted of one hundred and ten households. Among the one 

hundred and ten households, each of the ten households with highest grain yields 

and largest numbers of adult males had to work as “li head” (“Li-zhang”) in a 

periodic rotation; the remaining one hundred households were subdivided into ten 

units called “jia”, each consisting of 10 households. Each year, a “li head” 

(“Li-zhang”) on duty would lead a “jia” (ideally including ten households) to 

serve a one-year term in local government (Mingshi 1985, 77: 2; Liu 1997: 81; 

Liang 1989: 38-39).  

 

On the other hand, through the compiling and updating of “yellow registers” 

(official household registers), one registered household in lijia organization 

became a unity of taxpayer and tax base, and thus enabled the lijia organization to 

be an effective mechanism to extract land and labor imposts. Yellow registers 

were compiled in early Ming dynasty according to the order from the Hongwu 

Emperor, and included the information concerning “not only the number of 

persons in each registered household in lijia system, and their age, sex, and 
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occupation, but also the land owned, the land tax, and labor service provided by 

each household” (Wang 1973a:21). Through the compiling and updating of yellow 

registers, the actual households became the registered households in lijia 

organization (and thus were subject to state extraction), and the registered 

households in lijia organization became a unity of taxpayer (actual household) and 

tax base (land and labor force in the actual household). The lijia organization 

accordingly became an effective mechanism to extract land and labor imposts 

from households in village community. 

 

After the fourteenth century, the structures of local organizations (including the 

structures of the lijia organizations and the lineage organizations in rural China), 

together with the forms of state extraction (which I have illustrated above), 

imposed interest-specific incentives to the actions of the state agents (the 

recorders in lijia organization, the lineage leaders, and the local bosses) and the 

common peasants; while the moral values embodied in the Confucian moral 

discourse interwoven with the Buddhist, the Daoist and the local cult discourses 

were possessed by the state agents and the common peasants. From the fourteen 

century to the nineteenth century23, especially in 1590s and 1760s when the 

relatively high peasant family labor productivity led to efficiency in family farm 

and surplus above subsistence level, the recorders in lijia organizations and the 

lineage leaders tended to be imposed on the incentive (by the structures of lijia 

organizations and lineage organizations, together with the forms of state 

extraction) to pursue not only their private interests but also the interests for the 

local community, and the moral value (embodied in the Confucian moral 

discourse interwoven with the Buddhist, the Daoist and the local cult discourses) 

to look to both the good of their own families and the good of the local 

community.  

 

Yet, throughout the first half of the twentieth century when the relatively low 

peasant family labor productivity led to inefficiency in family farm and even 

endangered the subsistence livelihood of the peasant families, the recorders in lijia 

                                                      
23 Except when the country was at war, and the state was forced to grant full discretionary power 
of imposing surcharges to the state agents in order to win their cooperation in the collecting of 
surcharges and remitting of revenues to the central government such as the end of Ming dynasty.  
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organizations and the lineage leaders were faced with the contradiction between 

the incentive (imposed on by the structures of lijia organizations and lineage 

organizations, together with the forms of state extraction) to achieve private 

interests at the expense of the state and the local community, and the moral value 

(embodied in the Confucian moral discourse interwoven with the Buddhist, the 

Daoist and the local cult discourses) to look to the good of their community rather 

than to the good of their own families. The state agents were thus forced to take 

deliberately actions to choose between the incentive and the moral value, and the 

common peasants were compelled to take deliberate actions to maintain 

subsistence living standard at the cost of private efficiency.  

 

First, after the fourteenth century, the structures of lijia organizations and 

the structures of lineage organizations imposed on the actions of the 

recorders in lijia organizations and lineage leaders the incentive to pursue 

private interests. 

After the fourteenth century, the structures of lijia organizations and lineage 

organizations, which included the possession of private information about the land 

and tax quotas of the households by the recorders in lijia organizations and the 

holding of registered households by the lineage organizations, tended to impose 

the incentive to pursue private interests on the actions of the recorders in lijia 

organizations and the lineage leaders.  

 

Specifically, firstly, after the fourteenth century, the possession of private 

information about the land and tax quotas of the households in local community 

by the recorders in lijia organizations permitted the recorders to be relied on by 

the state and the local community to record and update the information about the 

tax quotas of the households, and thus imposed the incentive to conduct 

malpractice in tax assessment and registration and pursue private interests at the 

cost of poor households on the actions of the recorders in lijia organizations. The 

recorder (“shui-shu”, “shu-suan”, “li-shu”, “she-shu”, …) in lijia organization 

was the recorder who was obligated to record the tax quotas of the households and 

all transfers of land titles in his administrative division, and the office of which 

persisted in rural China until the end of Republic of China (1949) (Hsiao 1967: 97, 
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99). Since “a seller (of land) had to immediately inform the “she-shu” (recorder) 

to transfer his tax liability to the new owner (of the land)”, the recorder became 

the only person who knew the concrete information about the land and tax quotas 

of the households in his administrative division (Hsiao 1967: 99; Li 2005: 114). 

Yet, for the state, the inadequacy of cadastral survey after the fourteenth century, 

especially in Qing dynasty (1644-1912), 24 made the state lack the intimate 

knowledge of the tax quotas of the peasant families; and for the local community, 

since the ordinary peasants were largely illiterate, it was hard for them to work out 

the amount of tax they needed to pay. Therefore, after the fourteenth century, the 

recorder in the lijia organization was relied on by the state and the peasant 

families to track the changes in the ownerships of the land and tax quotas of the 

households, and thus was imposed on the incentive to pursue private interests in 

state extraction. 

 

Secondly, after the fourteenth century, the holding of the registered households by 

the lineage organizations allowed the lineage leaders to be relied on by the state 

and the public to conduct the collection of tax and the delivery of tax revenue, and 

thus imposed the incentive to pursue private interests on the actions of the lineage 

leaders. After the fourteenth century, as the form of taxation in rural China 

transformed from land and labor imposts to land tax and surcharges and there was 

inadequacy of cadastral survey, the registered household in lijia organizations 

generally became a mere tax account which could be used by one or more actual 

households to pay tax, and the name of the registered household could be 

fictitious (Liu 1997). For instance, in the thirty-first year of Wanli Emperor in 

Ming dynasty (1603), in A County, there were 422 “Ji-zhuang” households, which 

were the households created by the non-resident households (by using fictitious 

names) to pay land tax and surcharges, accounting for 10.24 percent of the total 

number of registered households in A County (Gazetteer of A County 2001, 4: 

2-3). Since the registered households were held by one or more lineage 

organizations, and became hereditary in southeast China (Liu 1997: 267; Zheng 

2001: 294-96), and it was only by registering under the title of a registered 

                                                      
24 The reason included the inadequacy of advanced measurement techniques and expertise, the 
adequacy of tax quotas in providing financial resources for government needs, and the financial 
difficulties faced by the state after the Taiping Rebellion (Wang 1973: 27).  
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household that one peasant family would be recognized as subject of the empire 

and hold the right to property (such as land) (Liu 1997: 259); there is a high 

degree of dependence of peasant families on the lineage organizations and lineage 

leaders.  

 

Under the circumstances, for the state, since the combining of the individual 

functions of collecting tax and surcharges under a single lineage organization led 

to economies of scope, and there was a high degree of dependence of peasant 

families on the lineage organization; the state tended to rely on the lineage leaders 

to conduct the collection of tax and delivery of tax revenue with the aim of 

achieving a decrease in tax collection cost. For the local community, the peasant 

families tended to relied on the lineage leaders to evade the intrusion of outsiders 

(magistrates and their underlings, tax farmers, and contending troops) (Li 2005: 

45-51; Wei 2007: 73-74). Therefore, the lineage leaders tended to be offered the 

room and the incentive to pursue private interests.   

 

Second, after the fourteenth century, the recorders in lijia organizations and 

the lineage leaders were imposed on the incentive to pursue interests for the 

local community, while during the first half of the twentieth century, the local 

bosses who took the roles of lijia recorders and lineage leaders were imposed 

on the incentive to pursue private interests at the expense of the state and the 

local community. 

Before twentieth century, the recorders in lijia organizations and the lineage 

leaders (who were usually the local gentry) tended to rely on the recognition of 

the state and the respect by the local community to obtain power in rural China, 

and thus could not afford the removal from office and deprivation of titles by the 

state and the moral criticism by the local community. On the one hand, the 

removal from office and the deprivation of title and rank was the main negative 

sanction used by the state to constrain the opportunistic behaviors of the recorders 

in lijia organizations and the lineage leaders (Hsiao 1967: 84-143; Wang 1973a). 

On the other hand, the moral criticism or even the public resentment by the local 

community arising from the opportunistic behaviors of the recorders in lijia 

organizations and the lineage leaders would erode the legitimacy and the power of 
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the lijia recorders and the lineage leaders over the local community, and thus 

preclude them from diffusing their authoritative and legitimate presence not only 

in state extraction but also in the interlinked institutional arenas of politics, 

religion and market in local community (Siu 1989). 

 

Therefore, before twentieth century, the recorders in lijia organizations and 

lineage leaders tended to be imposed on the constraints by the state and the local 

community, which expressed in the incentives to pursue interests for the local 

community: the disincentive to extracting excessive amounts of benefits from 

local community, the incentive to help reduce the transaction cost of delivering tax 

payment (tax collection cost) for the local community, and the incentive to protect 

the local community against outsider intrusion.  

 

Firstly, although the state and the local community generally tolerated the 

recorders in lijia organizations together with lineage leaders to shift the liabilities 

of the local gentry (usually the lineage leaders) to the other common peasant 

families and pocket the surcharges (in order to pursue private interests) on the 

pretext of making payment for the common families (“pao-lan”25) to some extent 

(Hsiao 1967: 132, 137; Wang 1973a: 34), an unreasonable and arbitrary increase 

in the surcharges imposed on the common families and thus the extracting of 

excessive amounts of benefits from local community by the lijia recorders and the 

lineage leaders, would probably lead to refusal to pay tax or even rioting on the 

part of the peasants, and thus on the one hand probably cost the recorder in lijia 

organization his entire official career, and the lineage leader (who were usually 

local gentry) his title and rank (Hsiao 1967: 127-32; Wang 1973a: 44); on the 

other hand, precluded the recorder in lijia organization and the lineage leader from 

diffusing their authoritative and legitimate presence not only in state extraction 

but also in the broader interlinked institutional arena of politics, religion and 

market in local community (Siu 1989: 57-87).  

 

                                                      
25 It meant that the lineage leaders, the recorders in lijia organizations and the other clerks and 
runners in local government, during the tax collection process, took the responsibility of receiving 
money and grain and of delivering these for the common peasant families and thus pocket the 
surcharges (Hsiao 1967: 132).  
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Secondly, the dependence of the recorders in lijia organizations and the lineage 

leaders on the respect by the local community to maintain control and power over 

the local community, led to the incentive to help reduce the transaction cost of 

delivering tax payment (tax collection cost) for the local community, and the 

incentive to protect the local community against outsider intrusion, both of which 

were imposed on the actions of the lijia recorders and the lineage leaders. On the 

one hand, in order to make themselves respectable to the local community and 

thus maintain their authoritative presence in local community, the lijia recorders 

and the lineage leaders tended to collect the sums due from the peasant families 

and make payment for them, and thus help the peasant families, especially the 

households without able-bodied men, reduce the cost of delivering tax payment 

(part of tax collection cost) (Hsiao 1967: 138, Siu 1989: 73-4). On the other hand, 

in order to achieve the respect by the local community, some institutional 

mechanisms were developed by the lineage leaders to restrain the opportunistic 

behaviors of the outsiders to the local community (such as the magistrates and 

their underlings). For instance, it is not uncommon that the lineage leaders 

collected the sums due from their lineage segments, and made payment for the 

peasant families. And the leader of lineage possessing wealthy ancestral estates 

tended to pay the sums out of lineage funds first, and asked the lineage segments 

pay back their share of the taxes (Siu 1989: 73-4). It permitted the relative 

powerful and influential lineage leaders to represent the local community to 

secure reasonable compromises with the outsiders (magistrate and his underlines) 

who may use tax collection as a pretext to impose unreasonable surcharges on the 

common peasants. And in extreme cases, the lineage leaders (local gentry) would 

file a complaint to higher authorities to overrule the magistrate’s decision or even 

to impeach him (Wang 1973a: 34). 

 

Yet, during the first half of the twentieth century, the local bosses who took on the 

roles of recorders in lijia organizations and lineage leaders in local community in 

southeast China, tended to relied on their own troops and fortune to obtain power 

in local community, and thus the negative sanctions including removal from office 

and deprivation of titles imposed by the state and the moral criticism by the local 

community could not constrain the opportunistic behaviors of the state agents to 
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the same extent as before, and the local bosses were imposed on the incentive to 

pursue their private interests at the expense of the state and the local community. 

 

Specifically, although the local bosses still allied themselves with different 

extra-community power groups in order to obtain the patronage of warlord 

regimes and set up estates in order to earn respectability in local community (Siu 

1989: 101-3); in contrast to their predecessors, the local bosses during the first 

half of the twentieth century, were more dependent on their own resources (troops 

and fortune) and their militaristic and symbolic maneuvers than they were on the 

patronage of the warlord regimes and the respect of the local community, to 

maintain control and power over the local community (Siu 1989: 114-5).  

 

As a result, during the first half of the twentieth century, on the one hand, the 

negative sanctions, such as removal from office and deprivation of titles, which 

had been used by the state to constrain the opportunistic behaviors of the state 

agents before twentieth century, usually could not work to the same extent as 

before, since the official title, being faced with the disintegration of centralized 

authority during the first half of the twentieth century, was no longer a 

prerequisite for local elite, and the landlord regimes tended to award the titles to 

the local bosses who had exercised effective control over the local community and 

thus won their support to the regimes (Siu 1989: 103).  

 

On the other hand, although the local community’s moral criticism of the 

excessive revenue extraction did erode the legitimacy of the local bosses in state 

extraction, the local bosses, who mainly relied on their own troops and fortune to 

maintain control and power over the local community, could diffuse their 

legitimate presence in the institutional arenas other than state extraction, by using 

their own resources and abilities to protect the local community against outsider 

intrusion in an age of endemic political disorder and setting up estates and the 

other symbols composing the traditional moral discourses26. The local bosses thus 

could afford the diminishing in legitimacy arising from moral criticism by the 

community in state extraction.  

                                                      
26 More details about the traditional moral discourses would be offered below. 
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In a word, throughout the first half of the twentieth century, in contrast to the lijia 

recorders and the lineage leaders before twentieth century, the local bosses could 

afford the removal from office by the state and the moral criticism by the local 

community in state extraction, and thus were imposed on the incentive to pursue 

private interests at the expense of the state and the local community in state 

extraction. 

 

Third, the Confucian moral discourse interwoven with the Buddhist, the 

Daoist and the local cult discourses imposed on the actions of the recorders in 

lijia organizations and the lineage leaders the moral value to look to both the 

good of their own families and the good of the local community before the 

twentieth century, and the moral value to look to the good of the local 

community rather than the good of their own families throughout the first 

half of the twentieth century. 

The Confucian moral discourse interwoven with the Buddhist, the Daoist and the 

local cult discourses were the discourses used by the Chinese peasants to 

understand, evaluate, and argue about what is right or wrong in a given situation, 

and the elements of the discourses are symbols (such as object, number, action, 

which are concrete embodiments of meanings)27 (Madsen 1984: 8, 11-2; Geertz 

1973: 91). On the one hand, the moral values embodied in the Confucian moral 

discourse interwoven with the Buddhist, the Daoist and the local cult discourses, 

which were recognized as informal institutions in this study, were about what is 

right or wrong on the actions of the recorders in lijia organizations, the lineage 

leaders, and the common peasants (who relied on the moral values embodied in 

the Confucian moral discourse interwoven with the Buddhist, the Daoist and the 

local cult discourses to find the meanings in the incentives and the actions); on the 

other hand, the actors in rural China actively used the moral values to legitimize 

their incentives and actions (Barbalet 2009: 151-2; Chang 2007a: 9-10). 

 

                                                      
27 Note that, Madsen (1984) tends to focus on the Confucian moral discourse. Yet, besides the 
Confucian discourse, the Chinese peasants were subject to Buddhist, Daoist and local cult 
discourses in the countryside. For instance, the peasants in traditional China tend to believe in 
the Buddhist idea of karma. 
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The moral values about what is right or wrong embodied in the Confucian moral 

discourse interwoven with the Buddhist, the Daoist and the local cult discourses 

tended to center around general imprecise behavior standard about how to fulfill 

the responsibilities that different social relationships placed upon the actors in 

rural China, and the behavior standard were related to actors’ intuitive 

appreciations for the nature of the context within which they stand (Madsen 1984: 

13-4). Specifically, in state extraction, when relatively high peasant family labor 

productivity led to great efficiency in family farm and a large surplus in local 

community, being faced with the moral values embodied in the Confucian moral 

discourse interwoven with the Buddhist, the Daoist and the local cult discourses, 

the state agents were not only encouraged to pursue interests for the local 

community but also permitted to pursue private interests for their own families 

(Chan, Madsen, and Unger 2009). Yet, when the relatively low peasant family 

labor productivity led to great inefficiency in family farm and the local 

community was in danger, being faced with the moral values embodied in the 

Confucian moral discourse interwoven with the Buddhist, the Daoist and the local 

cult discourses, the state agents tended to be obligated to pursue interests for the 

local community at the expense of their own families (Madsen 1984: 14).   

 

Therefore, in state extraction, when the family farm achieved great efficiency in 

production, and the peasant family gained a large surplus above subsistence (for 

instance, in A County, in 1590s and 1760s) (which I have illustrated above); the 

recorders in lijia organizations and the lineage leaders were offered the room to 

achieve compatibility between the moral value (embodied in the Confucian moral 

discourse interwoven with the Buddhist, the Daoist and the local cult discourses) 

to look to both the good of their own families and the good of their community, 

and the incentive (imposed on by the forms of state extraction and the structures 

of local organizations) to pursue both the private interests for their own families 

and the interests for the local community. Under the circumstances, the common 

peasants were offered the room to improve the efficiency for their own families. 

 

Yet, when the peasant family was faced with great inefficiency in grain production 

and obtained no surplus above the subsistence level (for instance, in A County, 
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during the first half of the twentieth century) (which I have illustrated above); 

there was structural contradiction between the moral value (embodied in the 

Confucian moral discourse interwoven with the Buddhist, the Daoist and the local 

cult discourses) to look to the good of local community at the expense of their 

own families, and the incentive (imposed on by the forms of state extraction and 

the structures of local organizations) to pursue private interests for their own 

families at the expense of local community in rural China, and the state agents 

(local bosses) were forced to select between the moral value and the incentive. 

Under the circumstances, the common peasants were forced to maintain the 

subsistence lifestyle at the cost of expanding inefficiency for their own families28. 

 

4.3 Actions of the state agents and the common peasants and the 

efficiency of state extraction in the countryside in southeast China 
After the fourteenth century, in southeast China, being subject to the constraints of 

the peasant family labor productivity (which set a limit to the efficiency in the 

family farm and the welfare of the peasant family), the state agents (recorders in 

lijia organizations, lineage leaders, and local bosses) took deliberate actions to 

achieve compatibility between the incentive (imposed by the forms of state 

extraction and the structures of local organizations), and the moral values 

(embodied in the Confucian moral discourse interwoven with the Buddhist, the 

Daoist and the local cult discourses) in the sixteenth century (especially 1590s) 

and 1760s; and to select between the incentive (imposed by the forms of state 

extraction and the structures of local organizations), and the moral value 

(embodied in the Confucian moral discourse interwoven with the Buddhist, the 

Daoist and the local cult discourses) throughout the first half of the twentieth 

century. 

 

Under the circumstances, when the peasant family labor productivity (“labor 

productivity per average worker in peasant family”) permitted efficiency in family 

farm, and the state agents (recorders in lijia organizations and lineage leaders) 

                                                      
28 Actually, both the moral value to look to both the good of local community and the good of 
their own families, and the moral value to look to the good of the local community at the expense 
of their own families, can be recognized as moral incentives imposed on the peasants by the 
traditional moral discourses in the countryside.  
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tended to pursue both private interests for their own families and interests for the 

local community (for instance, in A County, in 1590s and 1760s); the common 

peasants tended to take deliberate actions to improve the efficiency for their own 

families; Yet, when the peasant family labor productivity (“labor productivity per 

average worker in peasant family”) led to great inefficiency in family farm and 

even endangered the subsistence living standard of peasant family (for instance, in 

A County, throughout the first half of the twentieth century), and the state agents 

(local bosses) tended to pursue private interests for their own families at the 

expense of local community; the common peasants tended to take deliberate 

actions to maintain subsistence lifestyle at the cost of private efficiency for their 

own families. I would mainly use the data on state extraction in A County after the 

fourteenth century to illustrate how the actions taken by the state agents and the 

common peasants led to the efficiency of state extraction in southeast China.  

 

4.3.1 Varieties of transaction costs borne by the state, state agents and 

common peasants  
The forms of state extraction (including the forms of taxation and the forms of 

contract between the state and the state agents) together with the structures of 

local organizations (which I have illustrated above) could be recognized as 

mechanism for allocating transaction costs of state extraction among the state, 

state agents and the common peasants.  

 

Before the twentieth century (especially in 1590s and 1760s), when the form of 

taxation was land tax and surcharges, and the form of contract between the state 

and the state agents in state extraction was a mixture of wage contract and 

tax-farming contract; under the statutory land tax system, the cost of monitoring 

agents and the cost of tax collection tended to be borne by the state, and the social 

loss of state extraction tended to be shared by the state and the common peasants; 

while under the non-statutory land tax surcharges system, the cost of monitoring 

agents tended to be borne by the state, the cost of tax collection tended to be borne 

by the state agents, and the social loss tended to be shared by the state agents and 
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the common peasants29 (see table 4.6). 

 

Yet, throughout the first half of the twentieth century, when the form of contract 

between the state and the state agents in state extraction changed into a relatively 

pure tax-farming contract; the cost of bargaining and the cost of enforcing 

contract was borne by the state, the cost of tax collection was borne by the state 

agents, and the social loss of state extraction was shared by the state agents and 

the common peasants30 (see table 4.6).  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                      
29 Note that, in order to simplify the analysis, “the cost that results from bureaucratic slack” 
under the statutory land tax system (Toma and Toma 1992: 110) was not involved into 
consideration here.  
30 The state may bear the social loss arising from the opportunistic behaviors of the state agents 
in the long term.  
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Table 4.6 Varieties of transaction cost borne by parties in state extraction from the 

fourteenth century to 1949 

Time Forms of 

contract 

between 

state and 

state agents 

Forms of 

taxation 

State State 

agents 

Common 

peasants 

From the 

fourteenth 

century to 

the 

twentieth 

century 

 

A mixture of 

wage 

contract and 

tax-farming 

contract 

Statutory land 

tax 

cost of 

monitoring 

agents, 

cost of tax 

collection, 

social loss 

of state 

extraction 

* social loss 

of state 

extraction 

Non-statutory 

land tax 

surcharges  

cost of 

monitoring 

agents 

cost of tax 

collection, 

social loss 

of state 

extraction 

social loss 

of state 

extraction 

First half 

of the 

twentieth 

century 

Tax-farming 

contract 

Land tax and 

surcharges  

cost of 

bargaining, 

cost of 

enforcing 

contract 

cost of tax 

collection, 

social loss 

of state 

extraction 

social loss 

of state 

extraction 

 

4.3.2 Actions taken by the state agents (recorders in lijia organizations 

and lineage leaders) and the common peasants, changes in the variety 

of transaction cost, and efficiency of state extraction before twentieth 

century 
Before twentieth century, especially in 1590s and 1760s when the relatively high 
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peasant family labor productivity (“labor productivity per average worker in 

peasant family”) permitted surplus in family farm, being faced with the incentive 

imposed by the forms of state extraction and the structures of local organizations, 

and the moral values embodied in the Confucian moral discourse interwoven with 

the Buddhist, the Daoist and the local cult discourses, the state agents (the 

recorders in lijia organizations and lineage leaders) took deliberate actions to 

pursue both interests for the local community and private interests for their own 

families, while the common peasants took deliberate actions to improve efficiency 

in family farm. The actions taken by the state agents and the common peasants, 

together with the manipulation of the forms of state extraction by the state (which 

I have illustrate above) led to efficiency in state extraction not only for the state, 

the state agents and the common peasant family respectively but also for the 

whole society. 

 

First, being constrained by the forms of state extraction, the structures of 

local organizations, and the Confucian moral discourse interwoven with the 

Buddhist, the Daoist and the local cult discourses; the tax assessment and 

registration conducted by the recorders in lijia organizations, and the 

collection of tax and delivery of tax revenue conducted by the lineage leaders, 

led to a decrease in the transaction costs of state extraction, and an 

improvement in the efficiency of state extraction for the whole society.  

Before twentieth century, as the forms of state extraction and forms of local 

organization (including the structures of local organizations and the Confucian 

moral discourse interwoven with the Buddhist, the Daoist and the local cult 

discourses) imposed the incentive to pursue interests not only for their own 

families but also for the local community, and the moral values to look to both the 

good of their own families and the good of the local community, on the state 

agents (the recorders in lijia organizations and the lineage leaders); the actions 

taken by the recorders in lijia organizations in tax assessment and registration, and 

the actions taken by the lineage leaders in the collection of tax and delivery of tax 

revenue, led to efficiency of state extraction for the whole society. Specifically, 

the actions taken by the recorders in lijia organizations and the lineage leaders led 

to a decrease in the cost of measuring revenue sources (part of cost of tax 
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collection), in the cost of tax collection, and in the social loss arising from the 

opportunistic behaviors of the parties in state extraction; and thus contributed to 

an improvement in the efficiency of state extraction for the whole society. 

 

On the one hand, in tax assessment and registration, the possession of private 

information about the land and tax quotas of the households by the recorders in 

lijia organizations contributed to a decrease in the cost of measuring revenue 

sources, and thus a decrease in the cost of tax collection. After the fourteenth 

century, due to the inadequacy of cadastral survey, the official register (“yellow 

register”) gradually became a mere form, and even disappeared by the second half 

of the nineteenth century because of wars and calamities (Hsiao 1967: 94). The 

recorder in lijia organizations (together with clerks and runners in local 

government) thus compiled “white registers” (“bai-ce”) themselves, and the lijia 

recorder tended to became the only person who knew the concrete information 

about the land and tax quotas of the households in his administrative division 

(Hsiao 1967: 94, 99; Li 2005: 114). In tax assessment and registration, the 

possession of private information about the land and tax quotas of the households 

by the recorders in lijia organization contributed to a decrease in the cost of 

measuring revenue sources, and thus led to a decrease in the cost of tax collection 

(Azabou & Nugent 1988: 696).  

 

On the other hand, in the collection of tax and the delivery of tax revenue, by 

combining the functions in tax collection under a single contract between the state 

and the lineage organization, and protecting the local community against outsider 

intrusion; the lineage leaders contributed to a decrease in the cost of tax collection 

and the social loss arising from the opportunistic behaviors of the outsiders to the 

local community. After the fourteenth century, in southeast China, especially in 

the ecologically stable areas where there were close kinship ties, the lineage 

leaders and the lineage organizations tended to be relied on by the local 

community to make tax payment. In Guangdong Province and Fujian Province, 

after the middle Qing dynasty, in some areas, the ancestral hall which led by the 

lineage leader (“zu-zhang”) and supported by public land of the lineage 

organization prompted the peasant families in the lineage organizations to pay tax 
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or “directly collected tax from kinsmen and remitted them together to the 

government”. Some ancestral halls even advanced tax payment for the members 

and then collected the prepared money with a five percent surcharge (Li 2005: 64; 

Chen 1988:142; Zheng 2001: 286-308; Siu 1989). 

 

By making tax payment for the common peasant families, firstly, the economies 

of scope that derived from combining the functions in tax collection (such as 

enforcing tax law, measuring revenue sources, etc.) under a single contract 

between the state and the lineage organization contributed to a decrease in the cost 

of tax collection (Azabou & Nugent 1988: 698); secondly, the actions taken by the 

relatively powerful and influential lineage leaders (who were awarded titles and 

ranks) to protect the local community against outsider (such as magistrates and 

their underlings, contending troops, and tax farmers) intrusion, led to a decrease in 

the social loss arising from the excessive extraction of surcharges and the other 

opportunistic behaviors of the outsiders. 

 

Therefore, before the twentieth century, in southeast China, the actions taken by 

the recorders in lijia organizations and the lineage leaders led to a decrease in the 

cost of measuring revenue sources (part of cost of tax collection), in the cost of 

tax collection and in the social loss arising from the opportunistic behaviors of the 

outsiders; and thus contributed to an improvement in the efficiency of state 

extraction for the whole society.  

 

Second, being faced with the changes in peasant family labor productivity 

and forms of state extraction (and other conditional factors); the common 

peasants took deliberate actions which led to a decrease in the social loss of 

state extraction, and an improvement in the efficiency of family farm. 

In early Ming dynasty, the common peasants tended to take deliberate actions to 

handle the structural contradiction between the form of state extraction and the 

peasant family labor productivity, and led to an improvement in the efficiency of 

family farm. In early Ming dynasty when the form of taxation in rural China was 

land and labor imposts, and the peasant family labor productivity tended to largely 

outweigh the amount of the consumption demand and tax payment (see Section 
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4.1); the state extraction which forced the peasants to serve in local government 

would bring about high opportunity cost, and thus led to expanding social loss, 

since the marginal return to labor input added to family farm tended to be higher 

than labor cost. Therefore, the common peasants chose to hire someone to replace 

them to work in local government when paying labor service to the state, and thus 

changed the labor service into money payment in practice (Liu 1997: 156). It led 

to a decrease in the opportunity cost arising from state extraction, and thus a 

decrease in the social loss of state extraction. 

 

What’s more, in Ming dynasty (1368-1644), being faced with the relatively high 

peasant family labor productivity and the development of marketization in 

southeast China, some of the peasants in A County chose to substitute rice 

planting for sugar cane planting and developed home industry to process sugar 

cane to produce sugar which would be sold in market (Gazetteer of A County 

2002: 177). Since the relatively high labor productivity permitted adequate 

subsistence to be produced for the family members, and the value of sugar cane 

yields was higher than that of rice yields (due to the development of 

marketization); the substitution of sugar cane planting for rice planting by the 

peasants led to an improvement in the efficiency of family farm, and an increase 

in the welfare of the peasant family. 

 

Third, being constrained by the forms of state extraction, the structures of 

local organizations, and the Confucian moral discourse interwoven with the 

Buddhist, the Daoist and the local cult discourses; the recorders in lijia 

organizations and the lineage leaders took deliberate actions to divert 

revenue from the state and the local community to themselves, and thus 

increased their share in the efficiency for the whole society (including all the 

parties in state extraction). 

As the forms of state extraction and forms of local organization (including the 

structures of local organizations and the Confucian moral discourse interwoven 

with the Buddhist, the Daoist and the local cult discourses) imposed the incentive 

to pursue interests not only for the local community but also for their own families, 

and the moral values to look to both the good of the local community and the 
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good of their own families, on the state agents (the recorders in lijia organizations 

and the lineage leaders); the state agents took deliberate actions to divert revenues 

from the state and the local community to themselves, and tended to achieve 

increase in their share in the efficiency for the whole society, and to increase 

private efficiency for their own families without bringing about inefficiency for 

the state and the local community. The recorders in lijia organizations chose to 

falsify the registers, and pocket the tax payments by some common households, 

while the lineage leaders tended to shift the tax quota from their own households 

to the common households (Hsiao 1967: 105, 106). Note that, before twentieth 

century, the efficiency of state extraction for the state agents mainly arose from 

the efficiency of state extraction for the whole society (for all the parties in state 

extraction), rather than the inefficiency of state extraction for the other parties 

(state and common peasant families) in state extraction. 

 

On the one hand, the recorders in lijia organizations and the lineage leaders tended 

to conduct varieties of malpractices in tax assessment and registration and tax 

collection to divert revenues from the state and the common peasant families. The 

recorders in lijia organizations tended to conduct “fei” (to distribute), “sa” (to 

sprinkle), “gui” (to falsify) and “ji” (to lodge), in order to pocket the tax 

payments by some common peasant households (Hsiao 1967: 106-07; Liang 1989: 

43-44 [note 1]); while the lineage leaders tended to conduct “tie-yin” (to transfer) 

in order to shift the tax burden from the gentry households to the common 

households, and thus permitted their own families to enjoy a preferential rate of 

collection (Wang 1973a: 34; Gazetteer of A County 2001).  

 

Specifically, “Sa” was to embezzle the payments made by some of the households, 

and redistribute the tax burden among other households which accordingly bore 

the extra tax burden. “Gui” was to falsify report (such as reporting cultivated land 

as newly reclaimed land, or partial famine as total famine, …) to pursue unlawful 

gains. “Ji” was to report tax already collected as still due and embezzle the 

revenue (Hsiao 1967: 106-07; Liang 1989: 43-44 [note 1]). And “Tie-yin” was to 

lodge the tax quota incumbent on one household in another household 31 

                                                      
31 The household which shifted the tax quota to the other household may offer money or even 
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(Gazetteer of A County 2001, 17: 59). Due to “Tie-yin”, in A County, it was said 

that some of the widow households, orphan households and poor households (in A 

County), that did not own any land, owed (land) taxes to the state in practice 

(Gazetteer of A County 2001, 17: 73-74). 

 

On the other hand, the state agents (recorders in lijia organizations and lineage 

leaders) tended to pursue private efficiency for their own families by increasing 

their share in the efficiency for the whole society, rather than by bring about 

inefficiency for the other parties (state and common peasant households) in state 

extraction. Just as I have illuminated above, the manipulating of the forms of state 

extraction by the state, the actions taken by the state agents (recorders in lijia 

organizations and lineage leaders) and the common peasants, led to efficiency for 

the whole society before twentieth century (for instance in 1590s and 1760s, in A 

County). Also before twentieth century, being constrained by the forms of state 

extraction, the structures of local organizations and the Confucian moral discourse 

interwoven with the Buddhist, the Daoist and the local cult discourses; the state 

agents, on the one hand, took the actions (I have described above) to diverted 

revenues from the state and the common peasant households, and thus led to an 

increase in their share in the efficiency for the whole society; on the other hand, 

set a limit on the diverting of revenues from the state and the local community, 

and refrained from achieving private efficiency for their own families by bringing 

about inefficiency for the other parties in state extraction. In other words, before 

twentieth century, the efficiency of state extraction for the state agents mainly 

arose from the decrease in the transaction costs of state extraction borne by the 

whole society (for all the parties in state extraction), rather than the shifting of 

transaction costs to the other parties (state and local community). It is why both 

the state and the local community generally tolerated the actions taken by the state 

agents to pursue private interests during this period (Wang 1973a: 34). 

 

Therefore, before twentieth century, being constrained by the forms of state 

extraction and the forms of local organizations, the state agents tended to take 

deliberate actions to pursue not only private efficiency for their own families but 

                                                                                                                                                 
land to the household in which the tax quota was lodged (Gazetteer of A County 2001, 17: 59). 
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also efficiency for the whole society and the other parties in state extraction.  

  

In a word, before twentieth century, the actions taken by the state, the state agents 

and the common peasants generally led to efficiency not only for the whole 

society but also for each party in state extraction. Specifically, being constrained 

by the structural conditions (including fiscal expenditure, measurement techniques, 

country size, etc.), the state tended to manipulate the forms of state extraction to 

achieve a decrease in the cost of monitoring agents, in the cost of tax collection 

(borne by the state), and in the social loss (borne by the state). Being constrained 

by the peasant family labor productivity, the forms of state extraction, and the 

other structural conditions; the common peasants took deliberate actions to 

decrease opportunity cost arising from state extraction, and to improve efficiency 

in family farm. Being constrained by the peasant family labor productivity, the 

forms of state extraction and the forms of local organizations; the state agents took 

deliberate actions to decrease the cost of tax collection and the social loss of state 

extraction, to increase their share in the efficiency for the whole society, and to 

refrain from pursuing private efficiency by bringing about inefficiency for the 

other parties in state extraction. It thus led to efficiency in state extraction not only 

for the whole society but also for each party in state extraction.  

 

4.3.3 Actions taken by the state agents (local bosses) and the common 

peasants, changes in the variety of transaction cost, and efficiency of 

state extraction throughout the first half of the twentieth century 
Throughout the first half of the twentieth century when relatively low peasant 

family labor productivity (“labor productivity per average worker in peasant 

family”) led to inefficiency in family farm, being faced with the structural 

contradiction between the incentives (imposed by the forms of state extraction and 

the structures of local organizations), and the moral values (embodied in the 

Confucian moral discourse interwoven with the Buddhist, the Daoist and the local 

cult discourses); the entrepreneurial local bosses replaced the (protective) 

recorders in lijia organization and the (protective) lineage leaders as state agents, 

and took actions to pursue private efficiency for their own families at the expense 

of the state and the local community, while the common peasants took actions to 
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maintain subsistence lifestyle at the expense of expanding inefficiency in family 

farm. The actions taken by the local bosses and the common peasants, together 

with the manipulation of forms of state extraction by the state (which I have 

illustrated above) led to efficiency for the local bosses (state agents), but 

inefficiency for the state, the common peasant families, and the whole society.  

  

First, throughout the first half of the twentieth century, the “protective” state 

agents tended to be replaced by the “entrepreneurial” local bosses in state 

extraction.    

Throughout the first half of the twentieth century, as the relatively low peasant 

family labor productivity (“labor productivity per average worker in peasant 

family”) led to structural contradiction between the incentive (imposed by the 

forms of state extraction and the structures of local organizations), and the moral 

value (embodied in the Confucian moral discourse interwoven with the Buddhist, 

the Daoist and the local cult discourses) (as I have illustrate above); the state 

agents were forced to choose between the incentive and the moral value (Barbalet 

2009: 145). On the one hand, throughout the first half of the twentieth century, the 

“protective” state agents (such as protective clan elders) tended to relinquish their 

office in state extraction, since they could not afford the diminishing of legitimacy 

arising from the imposition of land tax and surcharges. During the first half of the 

twentieth century, when the relatively low peasant family labor productivity led to 

great inefficiency in family farm and no surplus above subsistence level; the 

imposition of tax and surcharges on peasant family would inevitably lead to 

expanding inefficiency in family farm (and even endangered the opportunity of 

the family to live), and thus brought about moral criticism and even public 

resentment by the public. For the “protective” state agent (such as the protective 

clan elder) who relied on the respect by the local community to obtain power in 

rural China, the public resentment arising from state extraction would lead to the 

diminishing of legitimacy which they could not afford. Thus, the protective state 

agents in rural China tended to relinquish their office in state extraction, just as 

Duara has illustrated (Duara 1988: 248-9).  

 

On the other hand, also throughout the first half of the twentieth century, the 
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“entrepreneurial” local bosses tended to fill the power vacuum left by the 

“protective” state agents (Duara 1988: 248-9). In contrast to the protective state 

agents before twentieth century, the local bosses tended to relied on their own 

troops and fortune to obtain power in local community, and thus could afford the 

public resentment arising from state extraction, when the imposition of land tax 

and surcharges endangered the subsistence lifestyle of the common peasant family 

(Siu 1989). Being faced with the contradiction between the incentive to pursue 

private interests for their own families at the expense of the state and the local 

community, and the moral values to look to the good of the local community 

rather than the good of their own families; the local bosses tended to select the 

incentive to pursue private interests for their own families at the expense of the 

state and the local community.  

 

Second, the “entrepreneurial” local bosses tended to take deliberate actions 

to pursue private efficiency for their own families at the expense of the state 

and the local community.      

Throughout the first half of the twentieth century, the local bosses (state agents) 

took deliberate actions (such as diverting excessive amounts of revenues from the 

state, and extracting excessive amounts of surcharges) to pursue private efficiency 

for their own families at the expense of the state and the local community. The 

actions taken by the local bosses, on the one hand, led to increase in transaction 

costs (social loss) for the whole society, and thus inefficiency for the whole 

society; on the other hand, permitted the transaction cost borne by the local bosses 

to be shifted to the other parties (state and common peasants) in state extraction. 

Thus, the deliberate actions taken by the local bosses led to efficiency for their 

own families, and inefficiency for the state and the local community. 

 

Firstly, the actions taken by the local bosses (including diverting revenues above 

those justified by the risk premium from the state, and extracting excessive 

amounts of surcharges from the local community), led to an increase in the social 

loss for the whole society. On the one hand, being constrained by the tax-farming 

contract between the state and the state agents, together with the forms of local 

organizations; the local bosses tended to extract excessive amounts of surcharges 
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from the local community, and brought about an increase in the social loss arising 

from the incentive-distorting effect of state extraction on production. Being faced 

with incentive to pursue private interests at the expense of the state and the local 

community, the local bosses tended to extract excessive amounts of surcharges 

from the local community, and brought about proliferation of surcharges in rural 

China throughout the first half of the twentieth century. For instance, during 

Republican period (1912-1949), in Puning County (which was adjacent to A 

County), the collection of ke-juan za-shui (extortionate levies and miscellaneous 

taxes) was entrusted to a powerful clan leader (local boss). The local boss forced 

the peasants to pay several yuan for possessing a pig or a cow. When the animal 

died, the dead animal had to be sold to the juan-ju (tax bureau) for 45 cents. If the 

peasants concealed the information, they faced fine as high as 50-60 yuan. When 

one of the local boss’s sons went to Beijing to study, every single peasant was 

even required to pay a so-called lu-jing xue-fei (residing in Beijing to study fee) of 

2 cents. Its collection was soon routinized and the “fee” henceforce became an 

annual levy. Moreover, the surcharges included “sugar tax”, “liquor tax”, 

“marriage tax”, and a dozen other “miscellaneous taxes” irrespective of the 

peasants’ ability to pay (Lin 1997: 104). The proliferation of surcharges in rural 

China created incentive-distorting effect on family farm, and led to an increase in 

the social loss arising from state extraction, especially when there was huge 

inefficiency in family farm in rural China. 

 

On the other hand, being constrained by the tax-farming contract between the 

state and the state agents, together with the forms of local organizations; the local 

bosses (state agents) tended to use the discretionary power granted by the state, 

the private information about the land and tax quotas of the households, and their 

own troops and fortune, to divert revenues above those justified by the risk 

premium from the state; and led to an increase in social loss for the whole society. 

For instance, after the nineteenth century, in A County, the share of the statutory 

land tax revenues (including legalized land tax surcharges obtained by the state, 

but excluding the extra-legal land tax surcharges pocketed by state agents) in 

potential gross grain production experienced a great decrease (See Figure 4.4). In 

view of the fact that there was a proliferation of tax surcharges in rural China 
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during this period, it seemed to be a large sum of surcharges pocketed by the state 

agents (local bosses). Since the extra-legal surcharges pocked by the state agents 

would otherwise be used by the state to provide public good for the whole society, 

(especially when the state was faced with large fiscal deficit); the opportunistic 

behaviors of the state agents led to inadequate provision of public good, and thus 

brought about social loss for the whole society. 
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Figure 4.4 the share of the statutory land tax revenues in potential gross grain production in A County 
SOURCE: The land tax revenue data were from Gazetteer of A County (2001, 4: 4, 10, 18); Gazetteer of A County (2002: 398); Guangdong 

Caizheng Shuomingshu 广东财政说明书 (Financial Report of Guangdong Provincial Government), 1910, 2: 5, 11, 22, 25; “Guangdong tianfu 

tongji” 广东田赋统计 (“Statistics on land tax in Guangdong Province”), tongji yuebao 统计汇刊 (Compilation of Statistics), 1931, 2(7): 33, 
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36; “Guangdongsheng gexian tianfu shouru tongji” 广东省各县田赋收入统计 (“Statistics on land tax revenues in each respective county in 

Guangdong Province”), tongji yuebao 统计汇刊 (Compilation of Statistics), 1930, 1(18): 135. The potential gross grain production data were 

from Table 4.5 and Gazetteer of A County (2002: 111, 112). 

Notes: 
a. The land tax revenue data of 1600 was instead of the data of 1593. The land tax revenue data of 1632 was instead of the data of 1642. The land 

tax revenue data of 1730 was instead of the data of 1760. The land tax revenue data of 1909 was instead of the data of 1911. The land tax 

revenue data of 1930 was instead of the data of 1936. The land tax revenue data of 1946 was instead of the data of 1941. 
b. The population data of 1756 was instead of the data of 1760. 
c. Since the land tax revenue figures of Year 1525, 1542, 1600 and 1632 were measured in old shi, the conversion ratios from Perkins’ work 

(2003: 314) were used to convert the revenues into those measured in catties.  
d. The land tax revenues of 1730, 1909, and 1930 were measured in silver or yuan. Thus, in order to compare the land tax revenues of different 

years in the same unit of measurement, the revenues of the three years needed to be converted to rice payments. Therefore, the data of the rice 

prices were derived from the “Database of Rice Prices in Qing Dynasty (清代粮价资料库, Taipei: Institute of Modern History, Academia Sinica, 

http://mhdb.mh.sinica.edu.tw/foodprice/) and Gazetteer of A County (2002: 367). And the conversion ratios from Perkins’ work (2003: 314) 

were used to convert the revenues into those measured in catties. 
e. For the land tax revenue figure of 1909, the formulas used to convert the figures of the land tax quotas to the figures of land tax revenues 

(actually exracted) were derived from Wang’s work (Wang 1973b: 16, 17). 
f. Since the overwhelming majority of population of A County were peasants, the study reaches the figures of potential gross grain production, by 

multiplying population of A County by labor productivity per average peasant. 

http://mhdb.mh.sinica.edu.tw/foodprice/
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Secondly, by diverting the revenues from the state and the local community, the 

local bosses shifted the transaction cost (especially the social loss) to the state and 

the local community, and thus pursue private efficiency for their own families at 

the expense of the state and the local community. Specifically, although the 

diverting of revenues from the state and the excessive extraction of surcharges 

from local community tended to bring about social loss for the whole society, the 

local bosses could shift the transaction cost to the state and the local community, 

and even obtained surplus, by diverting the revenues from the state and the local 

community to offset the increased transaction cost (social loss) borne by 

themselves. On the one hand, when remitting tax revenues to the state, the local 

bosses would use the discretionary power and the private information to retain 

more revenues. On the other hand, the local bosses tended to use the discretionary 

power, and their own troops and fortune, to extract excessive amounts of 

surcharges from the local community in the short term, and thus forced the state 

and the local community to bear the social loss in the long term. Therefore, the 

local bosses tended to achieve private efficiency for themselves at the expense of 

the state and the local community. 

 

In a word, in contrast to the protective state agents before twentieth century (who 

pursued private efficiency by improving efficiency for the whole society and 

increasing their share in the efficiency for the whole society), the entrepreneurial 

local bosses during the first half of the twentieth century, pursued private 

efficiency by diverting revenues from the state and the local community, and 

shifting transaction costs to the other parties in state extraction; and thus pursued 

private efficiency at the expense of the state and the local community.  

 

Third, the common peasants tended to take deliberate actions to maintain 

subsistence lifestyle at the expense of expanding inefficiency in family farm. 

Throughout the first half of the twentieth century, being faced with the expanding 

inefficiency in family farm arising from the decrease in peasant family labor 

productivity (“labor productivity per average worker in peasant family”) and the 

excessive extraction of surcharges by the local bosses, the common peasants were 
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forced to take deliberate actions to produce adequate subsistence for family 

members, by adding labor to grain production even when the return to labor was 

lower than the drudgery of marginal labor input; and thus maintained subsistence 

lifestyle at the expense of the expanding inefficiency in family farm. 

 

Specifically, in late Qing dynasty and Republic of China, since the return to labor 

input was lower than the subsistence level (including subsistence consumption 

and statutory tax payment) (see Figure 4.3), the peasant families in A County 

chose to substitute rice planting for the growing of sweet potato, the calories of 

which per mu were roughly twice as productive as other dry-land crops (Perkins 

2013: 48), and made the sweet potato the staple food (Gazetteer of A County 2002: 

167).  

 

On the one hand, the growing of sweet potato permitted the peasant family to add 

more labor to family farm, and to produce more calories needed by the family to 

maintain subsistence lifestyle, when there was a high degree of labor intensity 

during the first half of the twentieth century. It thus contributed to the persistence 

of subsistence agriculture in southeast China.  

 

On the other hand, since the return to labor was lower than the drudgery of 

marginal labor input during the period, the substitution of sweet potato for rice, 

together with an increase in the amount of labor added to family farm, led to 

expanding inefficiency in family farm (Geertz 1963; Huang 1990). In other words, 

throughout the first half of the twentieth century, the peasant families in southeast 

China maintained subsistence lifestyle at the expense of expanding inefficiency. 

Similarly, the peasant families in the region of Yangtze Plain in 1930s were also 

forced to sell their rice reserve under financial distress and buy (cheaper) rice to 

feed family members, and thus maintained subsistence lifestyle at the cost of 

expanding inefficiency in family farm (Fei 1976: 135). It was essentially related to 

the decline of livelihood rather than the improvement in the efficiency in family 

farm. 

 

It is noteworthy that by 1949, all the potential for expanding output was exhausted, 
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and the traditional family farm tended to be unsustainable. For instance, there was 

a great famine in 1943 in A County, and the number of the people died of 

starvation and plague was 150,000, accounting for 37.05 percent of the population 

in A County in 1942 (which was 404,823). And 11,300 peasant households fled 

from famine. In 1946, the population in A County was only 255,700 (Gazetteer of 

A County 2002: 111-2).  

 

In short, throughout the first half of the twentieth century, the actions taken by the 

state, the state agents and the common peasants led to efficiency for the state 

agents, but inefficiency for the state, the local community, and the whole society. 

During the first half of the twentieth century, although the state achieved a 

decrease in the cost of monitoring agents and the cost of tax collection by 

manipulating the forms of state extraction, the state was forced to bear increasing 

social loss arising from the opportunistic behaviors of state agents. The state 

agents, on the one hand, took deliberation actions (including diverting revenues 

above risk premium from the state and extracting excessive amounts of surcharges 

from the local community), and thus brought about an increase in the social loss 

for the whole society, on the other hand, shifted the transaction cost (social loss) 

to the other parties (the state and the common peasants), to pursue private 

efficiency. And the common peasants were forced to take deliberate actions to 

maintain subsistence lifestyle at the expense of expanding inefficiency in family 

farm. 

 

4.4 Conclusion  

The preceding analysis has illustrated that the state extraction in the countryside in 

southeast China before twentieth century was different from that throughout the 

first half of the twentieth century. The former led to efficiency not only for the 

whole society but also for the state, the state agents, and the local community; 

while the latter led to efficiency for the state agents, but brought about 

inefficiency for the state, the local community and the whole society. 

 

By revising the new institutionalism model, this study recognizes the local 

organizations in rural China as open to the environment, and focuses on the 
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actions of the organization participants (recorders in lijia organizations, lineage 

leaders and local bosses) and the common peasants. Firstly, the state, constrained 

by the structural conditions (including fiscal expenditures, techniques for 

measuring productivity, and country size), tended to manipulate the forms of state 

extraction (including the forms of taxation, and the forms of contract between the 

state and the state agents) to pursue private efficiency. Secondly, the forms of state 

extraction and the structures of local organizations tended to impose incentives on 

the actions of the state agents (recorders in lijia organizations, lineage leaders and 

local bosses), while the moral values embodied in the Confucian moral discourse 

interwoven with the Buddhist, the Daoist and the local cult discourses tended to 

constrain the actions of the state agents. Thirdly, the relatively high peasant family 

labor productivity (“labor productivity per average worker in peasant family”) 

would provide room for the state agents to achieve compatibility between the 

incentive and the moral value, whereas the relatively low peasant family labor 

productivity would force the state agents to select between the incentive and the 

moral value. Fourthly, when the peasant family labor productivity tended to 

outweigh subsistence level, the common peasants would take deliberate actions to 

pursue private efficiency for their own families; when the peasant family labor 

productivity tended to be lower than subsistence level, the common peasants 

would take deliberate actions to maintain subsistence lifestyle at the expense of 

expanding inefficiency in family farm. Fifthly, it was the actions and interactions 

of the state agents (recorders in lijia organizations, lineage leaders and local 

bosses) and the common peasants that contributed to the changes in the 

transaction costs and the allocation of transaction costs among the parties in state 

extraction, and thus led to the changes in the efficiency of state extraction.  

 

Therefore, the efficiency of state extraction before twentieth century in the 

countryside in southeast China was different from that throughout the first half of 

the twentieth century. On the one hand, before twentieth century, when the peasant 

family labor productivity (“labor productivity per average worker in peasant 

family”) permitted efficiency in family farm and surplus above subsistence level, 

the actions of the state agents and the common peasants, together with the 

manipulation of the forms of state extraction (the forms of taxation and the forms 
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of contract between the state and the state agents) by the state, led to efficiency 

both for the whole society, and for the state, the state agents and the local 

community. Firstly, the manipulation of the forms of state extraction by the state, 

and the actions of the state agents (the recorders in lijia organizations and the 

lineage leaders) and the common peasants, led to a decrease in the cost of 

monitoring agents, the cost of tax collection, and the social loss arising from state 

extraction; and thus contributed to an improvement in the efficiency for the whole 

society. Secondly, the state agents (the recorders in lijia organizations and the 

lineage leaders) took deliberate actions to increase their share in the efficiency for 

the whole society. Therefore, it led to efficiency in state extraction not only for the 

whole society but also for each party in state extraction (the state, state agents, and 

local community), before the twentieth century. 

 

On the other hand, throughout the first half of the twentieth century, when the 

peasant family labor productivity (“labor productivity per average worker in 

peasant family”) led to inefficiency in family farm and no surplus above the 

subsistence level, the actions of the state agents (local bosses) and the common 

peasants, together with the manipulations of the forms of state extraction by the 

state, led to efficiency for the state agents, but inefficiency for the whole society, 

the state and the local community. Firstly, the manipulation of the forms of state 

extraction by the state, and the actions taken by the state agents and the common 

peasants led to an increase in social loss arising from state extraction, and thus 

brought about expanding inefficiency for the whole society. Secondly, the state 

agents took deliberate actions to divert excessive revenues from the state and the 

local community, and thus shifted the transaction cost (especially the social loss) 

to the state and the local community. Therefore, it led to efficiency in state 

extraction for the state agents, but inefficiency for the state and the local 

community, throughout the first half of the twentieth century.  

 

By 1949, the traditional state extraction system was unsustainable. On the 

one hand, the revenues extracted from the local community were inadequate 

to provide public good (such as famine relief, national defense, etc.) needed 

by the whole society, since the state extraction was quite inefficient for the 
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state; on the other hand, the opportunistic behaviors of the state agents 

aggravated the inefficiency in family farm, and even endangered the 

opportunity of the peasant family to live and reproduce, since the state 

extraction was quite inefficient for the local community. 
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Chapter 5 Forms of state extraction, structures of local 

organizations and informal institutions in rural China from 1949 

to 1956 

From 1949 to 1956, the Communist state relied on the local organizations in the 

village to extract grain from rural China. Specifically, the state extraction in rural 

China from 1949 to 1956 included agricultural taxation (“Nong-ye-shui”) and 

state purchase of grain from the peasant households (“Liang-shi-tong-gou”) in the 

village. During this period, the local organizations that related to state extraction 

in rural China were essentially groupings of peasant households, and included 

Agricultural Tax Investigation and Determination Committees (1949-1950), 

Peasant Associations (1950-1952), the Mutual Aid Teams (1952-1954), and the 

Elementary and the Advanced Agricultural Production Cooperatives (1954-1956). 

This chapter mainly focuses on the collectives including the Mutual Aid teams, 

and the Elementary and the Advanced Agricultural Production Cooperatives, 

although the Agricultural Tax Investigation and Determination Committees and 

the Peasant Associations from 1949 to 1952 would also be sketched. 

 

From 1949 to 1956, in rural China, the heads and the recorders in the local 

organizations replaced the local bosses to take on the role of state agent in state 

extraction in the village. In contrast to the local bosses who relied on their own 

wealth and troops to obtain power in the village, the heads and the recorders in the 

local organizations tended to be from the poor and the lower-middle peasant 

households, and were awarded titles and ranks by the state (Central Committee of 

CCP 1953: 119-20; Shue 1980: 145). For instance, in A County, after 1950, the 
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CCP regime tended to remove the landlords, the rich peasants, and even the 

upper-middle peasants from offices in the local organizations, and filled the cadre 

positions with the poor and the lower-middle peasants, by overhauling the 

organizations in peasant campaigns. After the “Eliminating Bandits and Opposing 

Local Despots, Reducing Rent Rate and Refunding Rent Deposit” Campaign in 

1950, among the 2,476 chairmen and committee members of the peasant 

associations in A County, there were 2,131 poor peasants, 343 middle peasants 

and 2 rich peasants. Among the 5,330 heads of the teams within the peasant 

associations, there were 4,450 poor peasants, 878 middle peasants, 1 rich peasant 

and 1 landlord (CCP A County Committee 1950/9/27: 174). And in 1956, after the 

“Rectification of Cooperatives” Movement, among the 1296 cadres in the 72 

cooperatives in A County, there were 686 poor peasants, 330 lower-middle 

peasants, and 280 upper-middle peasants (Production Cooperation Section of A 

County Committee of CCP 1956/1/28: 237). 

 

By 1956, in state extraction in rural China, the heads and the recorders in the local 

organizations were imposed on the incentives by the forms of state extraction and 

the structures of local organizations, while the class discourse, imposed by the 

state on the village, was fused with the traditional moral values possessed by the 

peasants, and thus legitimated the incentives embodied in the forms of state 

extraction and the structures of local organizations. Specifically, the forms of state 

extraction in rural China by 1956 manifested themselves as “impost on normal 

annual grain harvest of land” and “a mixture of wage contract and tax-farming 

contract”, and imposed on the heads and the recorders in the local organizations in 

rural China both the incentive to fulfill the state-set quotas of agricultural tax and 

state purchase of grain for the village (and the collective), the disincentive to 
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diverting revenues from the local community by imposing non-statutory 

surcharges on the village, and the incentive to divert wealth from the rich and the 

upper-middle peasant households to the poor and the lower-middle peasant 

households.  

 

And the structures of the local organizations included the mechanism constraining 

the heads and the recorders in the organization, the mechanism allocating grain 

harvest among the member households in the organization, and the right of the 

member household to withdraw from the organization; imposed on the actions of 

the heads and the recorders in the collective, the disincentive to extracting 

non-statutory surcharges from the local community, the incentive to divert wealth 

from the rich and the upper-middle peasant households to the poor and the 

lower-middle peasant households, and the incentive to ensure that the well-being 

of the rich and the upper-middle peasant household was not reduced after joining 

the collective. 

 

And the class discourse, as the informal institutions in the village from 1949 to 

1956, through a series of village rituals, not only permitted reinterpretation of 

realities in the village for the peasants, but also was fused with the moral values 

embodied in the traditional informal institutions (the Confucian moral discourse 

interwoven with the Buddhist, the Daoist and the local cult discourses), and 

possessed by the peasants in the village, through a series of village rituals in the 

peasant meetings. The class discourse thus legitimized the incentives imposed by 

the forms of state extraction and the structures of local organizations on the heads 

and the recorders in the collective, including the incentive to fulfill the state 

extraction quotas and the incentive to divert wealth from the rich and the 
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upper-middle peasant households to the poor and the lower-middle peasant 

households. 

 

Therefore, by 1956, the forms of state extraction, together with the structures of 

local organizations in rural China imposed on the heads and the recorders in the 

local organizations the incentive to fulfill the state extraction quotas for the 

collective, the incentive to divert wealth from the rich and the upper-middle 

peasant households to the poor and the lower-middle peasant households in the 

collective, the incentive to ensure that the well-being of the rich and the 

upper-middle peasant household was not reduced after joining the cooperative, 

and the disincentive to extracting non-statutory surcharges from the local 

community; while the class discourse, through the village rituals in the peasant 

meetings, was fused with traditional moral values possessed by the peasants in the 

village, and thus legitimatized the incentives imposed by the forms of state 

extraction and the structures of local organizations on the heads and the recorders 

in the collective. 

 

5.1 Forms of state extraction in rural community in southeast 

China from 1949 to 1956: impost on normal annual grain harvest 

of land and a mixture of wage contract and tax-farming contract 

The forms of state extraction in rural community in southeast China from 1949 to 

1956 included the form of taxation, which manifested itself as “impost on normal 

annual grain harvest of land”, and the form of contract between the state and the 

state agents, which manifested itself as “a mixture of wage contract and 

tax-farming contract”. Just as described above, the forms of state extraction in this 
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study include the “form of taxation” and the “form of contract between the tax 

collecting authority (the state or the ruler) and the tax collectors (the state agents)” 

(Azabou & Nugent 1988: 684; Kiser & Schneider 1994: 193). From 1949 to 1956, 

the state extraction in rural China was combination of agricultural tax 

(“Nong-ye-shui”) and state purchase of grain (“Liang-shi-tong-gou”)32, both of 

which were mostly paid in kind (Finance Department 1994: 179). During this 

period, on the one hand, the form of taxation in rural China was essentially impost 

on normal annual grain harvest; on the other hand, the form of contract between 

the state and the state agents (cadres in local community) manifested itself as a 

mixture of wage contract and tax-farming contract. 

 

By 1956, the forms of state extraction in rural China  imposed on the actions of 

the state agents (heads and recorders in local organizations) the incentive to fulfill 

the state-set quotas of agricultural taxation and state purchase of grain for the 

village (and the collective), the disincentive to diverting revenues from the local 

community by imposing non-statutory surcharges on the village, and the incentive 

to divert wealth from the rich and the upper-middle peasant households to the 

poor and the lower-middle peasant households. On the one hand, the form of 

taxation, which manifested itself as impost on normal annual grain harvest of rural 

land, not only permitted the state to impose the quotas of agricultural tax and state 

purchase of grain on the village (and the collective), but also helped constrain the 

imposition of non-statutory surcharges on the village conducted by the heads and 

                                                      
32 It may be argued that the state purchase of grain should not be recognized as taxation, since 
the state paid for the grain extracted from rural China under the system of state purchase and 
sale of grain (or “system of unified purchase and unified sale of grain”) (Shue 1980). Yet, since the 
state purchase of grain was a mechanism for state acquisition of agricultural produce in rural 
China, and this study focuses on the state extraction of grain in rural China; the state purchase 
was involved into the scope of study. 
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the recorders in local organizations. On the other hand, the form of contract 

between the state and the state agents, which was a mixture of wage contract and 

tax-farming contract, imposed on the heads and the recorders in the local 

organizations both the incentive to fulfill the quotas of agricultural tax and state 

purchase of grain for the village (and the collective), and the incentive to divert 

wealth from the rich and the upper-middle peasant households to the poor and the 

lower-middle peasant households by shifting state extraction burden from the 

latter to the former.   

 

5.1.1 Form of “taxation” in rural China from 1949 to 1956 

As far as the form of taxation was concerned, by 1956, the state extraction in rural 

China, including agricultural tax and state purchase of grain, was essentially 

impost on normal annual grain harvest of rural land. The normal annual grain 

harvest of rural land (“Chang-nian ying-chan-liang”) was “the harvest (calculated 

in terms of the primary grain of the area) that could reasonably be expected from 

the land owned and rented by the household, given the natural qualities of the land, 

the usual management and cultivation practices of the farmers, and the normal 

growing year—a year neither of bumper crop nor of natural disaster” (Shue 1980: 

109, 237). From 1949 to 1956, the figure of “normal annual grain harvest”, on 

which both the agricultural tax payment and the state purchase of grain of the 

household in rural China were assessed, once determined, tended to be stagnant 

for at least three years, and to be registered into official registers (Central People’s 

Government Council 1950: 53-4; Government Administration Council 1953a: 174; 

State Council 1955: 285-7). It thus enabled the state’s application of state-set 

quotas to villages in state extraction, and helped constrain the state agents’ 

(primarily heads and recorders in the collectives) imposition of non-statutory 
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surcharges on the villages. 

 

First, both agricultural tax and state purchase of grain were imposed on 

normal annual grain harvest of rural land owned or rented by the household 

in rural China.  

As regards the agricultural tax, the normal annual grain harvest of rural land 

remained the object of taxation throughout the 1950s. Early in 1949 when the 

central government had not implemented the grain tax regulations throughout the 

country, the Guangdong Provincial government proclaimed that the agricultural 

tax was imposed on the normal annual grain harvest (“Chang-nian-chan-liang”) 

of rural land (Guangdong Provincial Government 1949: 122). In 1950, the Central 

People’s Government Council made it clear, that the households obtaining the 

harvest of rural land, except the households whose annual average per capita 

agricultural income fell below 150 catties33, were considered the payers of 

agricultural tax, and the normal annual grain harvest of the rural land was the 

object of the agricultural tax (Central People’s Government Council 1950: 53-5).  

 

Similarly, the state purchase of grain was imposed on the normal annual grain 

harvest of rural land owned or rented by the household. In 1955, the State Council 

issued the “Provisional Methods of State Purchase and Supply of Grain in the 

Villages” (“Nong-cun Liang-shi Tong-gou-tong-xiao Zan-xing Ban-fa”). The 

regulation stipulated that it was the grain-surplus households (whose “normal 

annual grain harvest” was higher than the amount of consumption requirement 

                                                      
33 In areas where there was less than 90 percent of the total number of households paying 
agricultural tax, it was when the per capita agricultural income of a household was below 120 
catties that the household would be granted an exemption (Central People’s Government Council 
1950: 55).  
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and agricultural tax payment) who were liable for state purchase of grain, and 

perceived the “normal annual grain harvest of rural land” as object of the 

compulsory purchase of grain (State Council 1955: 284, 286).    

 

Second, the compilation of official registers including information about the 

normal annual grain harvest of rural land enabled the state to send down the 

agricultural tax quota and the quota of state purchase of grain from the 

central government to the village.  

As regards the agricultural tax, from 1951 to 1952, the Land Investigation and 

Fixing Yield Committees were established at the administrative levels at and 

below the provincial level (and the Agricultural Tax Investigation and 

Determination Committee at village level), to compile official registers including 

information about the normal annual grain harvest of rural land and the other 

related information. Firstly, under the supervision of the Land Investigation and 

Fixing Yield Committee at county level, the Agricultural Tax Investigation and 

Determination Committee at village level, consisting of representatives of the 

diversified classes and peasant activists, calculated the normal annual grain 

harvest of rural land owned or rented by the household, and compiled the registers 

including information about the amount of land, the yield of land, and the normal 

annual grain harvest of the household in each village (Finance Department 1951: 

98-9). Secondly, the Land Investigation and Fixing Yield Committees at county 

level and those at provincial level, respectively compiled registers including 

information about the normal annual grain harvest of land and tax payment in 

their administrative divisions, and the information should be reported to the 

Finance Department in Beijing (Finance Department 1951: 98-9).  
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As regards the state purchase of grain, under the “Three Fix” directive issued by 

the State Council in 1955, the village authority compiled registers including the 

information about not only the normal annual grain harvest of rural land but also 

the surplus grain which the state purchase of grain was assessed on, and the 

information should be reported to the higher authorities (State Council 1955: 

283-91). The “Three Fix” meant the three fixed figures for the household, 

including fixed harvest, fixed purchase, and fixed supply. Under the “Three Fix” 

directive, the village cadres fixed the surplus grain of the household, which meant 

the part of the normal annual grain harvest left after deducting the amount of 

consumption requirement of the households (including food grain, seed grain and 

animal fodder) and the tax payment; and thus allocated the state-set purchase 

quota for the village among the surplus-grain households in their administrative 

division. After being passed by the village people’s congress, the figures would be 

registered into the official registers, and reported to the county government. 

 

In a word, the compilation of official registers including information about normal 

annual grain harvest which the agricultural tax and the state purchase of grain 

were assessed on, permitted the state to possess the concrete information about the 

object of state extraction, and thus allowed the central government to set the 

national quotas of state extraction, and the authorities at each level to disaggregate 

the quotas to administrative divisions at lower level.   

 

Third, the relatively fixed quotas of agricultural tax and state purchase of 

grain for each household, and the publicizing of the quotas in the village, to a 

great extent, inhibited the heads and the recorders in the collective (state 

agents in rural China) from diverting extra revenues from the peasant 
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households by imposing non-statutory surcharges on the village.  

Just as I have illustrated in Chapter 4, in traditional China, the state agents in rural 

community (recorders in lijia organization, lineage leaders, and local bosses) 

tended to impose non-statutory surcharges on the common peasants with the aim 

of pocketing a share of the revenues. Yet, after 1949, as the quotas of agricultural 

tax and state purchase of grain for each household in the village tended to be fixed 

for a rather long period of time (at least three years), and the quotas would be 

publicized and approved at the mass meeting; it became more and more difficult 

for the heads and the recorders in the collective to levy extra-statutory surcharges 

on the peasant households as their predecessors.  

 

For instance, in A County, the quotas of agricultural tax and state purchase of 

grain remained to be publicized in the village, and public discussion was to a great 

extent introduced into the allocation of the quotas among the households in village. 

In 1951, in the collection of agricultural tax in a village in A County, the tax quota 

for the village was determined at the peasant representative meeting at the 

sub-district level, and was proclaimed at the village general meeting, consisting of 

all heads of the households in the village. And under the supervision of the work 

teams sent down by higher authorities, the methods of tax collection and the 

quotas for each household in the village were determined by the heads and the 

other village cadres in the peasant association, and passed by the general meeting 

of the members of the peasant association at village level. In addition, before the 

collection of tax, the tax notices would be sent to the peasant households, and the 

tax quotas would be posted for public attention (First Sub-district of A County 

CCP Committee 1951/8: 123-4). As regards the state purchase of grain, in the 

August of 1954, when carrying out the state purchase of grain in A County, the 
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grain harvest line above which a peasant household was subject to compulsory 

purchase of grain, was determined at the people’s congress at sub-district level; 

the figures of grain harvest were proposed by the CCP committee, and passed by 

the People’s Congress at village level; and the state purchase quota for each 

household was calculated by using the method which was called “democratic 

determination”, and would be publicized in the village (A County CCP Committee 

1954/8: 98-9). 

 

Apparently, the relatively fixed quotas for each household, together with the 

publicizing of the burden on each household in the village, made the knowledge 

about the quotas of agricultural tax and state purchase of grain available for the 

peasants in the village, even if the peasants were largely illiterate at that time, and 

thus to a great extent deprived the heads and the recorders in the collective of the 

opportunity to impose non-statutory surcharges on the common peasant 

households as their predecessors.     

 

5.1.2 Form of contract between the state and state agents in the village from 

1949 to 1956 

By 1956, the form of contract between the state and the state agents (heads and 

recorders in peasant associations, Mutual Aid Teams, and Agricultural Production 

Cooperatives, who were mostly from the poor and the lower-middle peasant 

households) in the village, manifested itself as a mixture of “wage contract” and 

“tax-farming contract” (Azabou & Nugent 1988: 684). The form of contract 

between the state and the state agents imposed both the incentive to fulfill the 

village quota sent down by the state, and the incentive to redistribute the wealth 

from the rich and the upper-middle peasant households to the poor and the 
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lower-middle peasant households34 by shifting the state extraction burden from 

the latter to the former. On the one hand, under the wage contract, a progressive 

rate system, which added to the burden on the rich and the upper-middle peasants, 

together with a series of regulations which discriminated against the rich and the 

upper-middle peasants, were applied to the extraction of agricultural tax and state 

purchase of grain, and thus gave the heads and the recorders in the collective (who 

were mostly poor and the lower-middle peasants) legal vehicle for shifting the tax 

burden from the poor and the lower-middle peasant households to the households 

of the rich and the upper-middle peasants. On the other hand, under the 

tax-farming contract, quotas of agricultural tax and state purchase of grain were 

passed down from the upper levels of government to the village (and the 

collective), and in practice, the state agents (the heads and the recorders in the 

collective) generally had the discretion to revise the collection rates stipulated by 

the formal regulations, only if the quota for the village (and the collective) was 

fulfilled, and the class line of CCP was implemented. Thus, the heads and the 

recorders in the collective were imposed on both the incentive to fulfill the quota 

for the village (and the collective) and the incentive to ease the burden on the poor 

and the lower-middle peasant households by redistributing the burden to the 

households of the rich and the upper-middle peasants.  

 

First, under the wage contract, a progressive rate system, a mechanism for 

shifting burden from the poor and the lower-middle peasant households to 

                                                      
34 In A County, in early 1950s, especially before the land reform movement was accomplished, 
the heads and the other village cadres in peasant associations were imposed on the incentive to 
redistribute wealth from the landlord, the rich and the upper-middle peasant households to the 
tenant, the poor and the lower-middle peasant households. After the land reform movement was 
accomplished in 1952 in A County, most of land, ox, farm tools, and other major production 
means possessed by the landlords tended to be expropriated and assigned to the tenants and 
other poor peasants (Gazetteer of A County 2002: 146-7).  
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the rich and the upper-middle peasant households, was applied to the 

extraction of agricultural tax and state purchase of grain in the village, and 

thus offered the heads and the recorders in the collective the legal vehicle for 

redistributing wealth from the rich and the upper-middle peasant households 

to the poor and the lower-middle peasant households. 

 

As regards the extraction of agricultural tax, from 1949 to 1956, a progressive rate 

system was designed and modified by the state. Early in 1949 when the central 

government had not implemented the grain tax regulations throughout the country, 

the Guangdong Provincial government applied a progressive rate system on 

agricultural tax in its administrative division (Guangdong Provincial Government 

1949: 122). Under the regulation, the households with a per capita normal annual 

grain harvest higher than 150 catties were liable to the agricultural tax. When the 

part of normal annual grain harvest left after deducting 150 cattiest of grain for 

each member of the household was between one catty and 1000 cattiest, the rate 

of 3 percent was applied to the normal annual grain harvest of the household. As 

the part of normal annual grain harvest left after deducting 150 cattiest of grain for 

each member of a household, rose by graduated increments ranging from 1,000 

catties to 50,000 catties, each incremental rise corresponded to 2 percent of tax 

increase, to a tax rate of 24 percent for the household with the normal annual grain 

harvest left between 50,000 and 100,000 catties. And for the household with the 

normal annual grain harvest left after deducting 150 catties for each household 

member higher than 100,000 catties, a maximum tax of 25 percent would be 

levied (see Table 5.1). And in 1950 and 1952, the central government issued the 

1950 agricultural tax rate system for the newly-liberated areas and the 1952 

agricultural tax rate system for the areas where land reform had been 
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accomplished respectively, both of which remained to be progressive, and the 

reformed tax systems were based on the per capita normal annual grain harvest 

(Central People’s Government Council 1950: 53-60; Government Administration 

Council. 1952: 110-4). 

Table 5.1 Agricultural Tax Rates in Guangdong Province in 1949 

Grading The normal annual grain 

harvest left after 

deducting 75 kilograms 

of rice per capita 

(kilogram) 

The tax rate  

(percent) 

1 0.5-500 6 

2 500-1000 8 

3 1000-2000 10 

4 2000-3500 12 

5 3500-5000 14 

6 5000-7500 16 

7 7500-10000 18 

8 10000-15000 20 

9 15000-25000 22 

10 25000-50000 24 

11 More than 50000 25 

SOURCE:  

Guangdong Provincial Government. 1949. “Provisional Regulation on 

Agricultural Tax in Guangdong Province” (“Guang-dong-sheng Zheng-shou 

Gong-liang Zan-xing Tiao-li”). Guangdong Provincial Archives. 300-1-2. pp.122. 

 

As regards the state purchase of grain in villages, the rich peasant households 

actually bore a higher rate than the poor peasant households did, although the 

central government ordered that a flat rate system based on the surplus grain 
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harvest of the household should be applied to the state purchase of grain. On the 

one hand, in 1953, the central government stipulated that the quota of state 

purchase of grain for a household should be proportional to the agricultural tax 

quota (which was aggressive, as I have described above) for the household, and 

thus actually imposed higher purchase rate on the wealthy peasant households 

(Chen Yun 1953: 197). On the other hand, although the central government 

emphasized proportional rate should be applied to state purchase of grain in 1955, 

the central government made it clear that the purchase rate on the rich peasant 

households should be higher than that on the other peasant households (State 

Council 1955: 287).     

 

It is noteworthy that the progressive rate system applied to the state extraction 

(agricultural taxation and state purchase of grain) in rural China was based on not 

only the normal annual grain harvest of the household, but also the class 

backgrounds of the peasant households. Early in 1950 when the central 

government compiled “Provisional Regulation on Agricultural Tax in the Newly 

Liberated Areas” (“Xin-jie-fang-qu Nong-ye-shui Zan-xing-tiao-li”), someone 

argued that the progressive rate system should be directly based on the class 

background rather than the normal annual grain harvest of a household, in order to 

convey the message about the CCP’s class policy to the masses in the countryside. 

It was only because that the class division campaign in the newly-liberated areas 

had not been accomplished that the aggressive tax rate system remained to be 

based on the normal annual grain harvest rather than the class backgrounds of the 

households (Finance Department 1994: 51). Even so, since the annual grain 

harvest of the household tended to correspond to the class background of the 

household, the progressive rate system was generally related to the class 
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background of a household. 

 

Therefore, the progressive rate system for agricultural taxation and state purchase 

of grain in rural China provided the heads and the recorders in the collective with 

legal vehicle for easing the burden on the poor and the lower-middle peasant 

households, and shifting the burden to the rich and the upper-middle peasant 

households.    

 

Second, under the wage contract, a series of regulations, discriminating 

against the rich and the upper-middle peasants (including landlords), were 

enforced to shift state extraction burden from the rich and the upper-middle 

peasant households (including the landlord households) to the poor and the 

lower-middle peasant households (including tenant households before 1952).  

 

One of the most significant features of the regulations concerning agricultural tax 

and compulsory purchase of grain was the discrimination based on the class 

backgrounds of the peasant households, which was against the landlord, the rich 

and the upper-middle peasants, and was in favor of the tenant, the poor, and the 

lower-middle peasants. On the one hand, as regards the agricultural tax, 

stipulations on the calculation of the normal grain harvest of the land and the tax 

payment, to a great extent, depended on the class backgrounds of the households. 

On the other hand, as regards the state purchase of grain, the CCP committee 

emphasized that the village cadres (especially the heads and the recorders in the 

collective) should adhere to the “class line” of the Party, and the “class policy” 

should be enforced in the work of the state purchase of grain. 
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As far as the agricultural tax was concerned, the stipulations contained in the 

formal regulations tended to authorize different standards for calculating tax 

payment, depending on the class backgrounds of the households. Firstly, when 

calculating the normal annual grain harvest of the household, different standards 

would be employed, depending on whether the land is owned by its cultivator, 

rented out by its owner, or rented by its cultivator (Shue 1980: 115). According to 

the stipulation, grain harvest of land cultivated by its owner or cultivated by the 

hired worker was reckoned as 100 catties for every 100 catties harvested. Yet, for 

the land rented out by the landlord, the grain harvest obtained by the landlord 

should be reckoned as 120 catties for every 100 catties, while the grain harvest 

obtained by the tenant should be reckoned as 80 catties for every 100 catties, 

when calculating the tax payment for the household (Central People’s 

Government Council 1950: 57).  

 

Secondly, in order to correspond to the rent reduction campaign, different 

standards were used to distribute the agricultural tax burden between the landlord 

and the tenant, depending on whether the rent reduction had been accomplished or 

not. The regulation stipulated, where the rent on leased land had been reduced, the 

landlord and the tenant paid the tax on their own portion of the grain harvest of 

the land based on the progressive rate system which I have described above 

respectively; while where the rent on leased land had not been reduced, the 

landlord had to pay not only the tax on his portion of the harvest of the land, but 

also the tax on the tenant’s portion at the rate of 9 percent (Central People’s 

Government Council 1950: 57-8). 

 

Thirdly, the corporate landlord who managed the land of the ancestral hall was 
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subject to agricultural taxation at different rates, depending on whether the land 

was cultivated by owners, by hired hands, or by tenants. Specifically, where the 

land of the ancestral hall was cultivated by the owners, the agricultural tax was 

imposed on the harvest obtained by the landlord, and at the rate of 14 percent; 

where the land was cultivated by hired hands, the tax rate was 25 percent; and 

where the land was cultivated by tenants, the rate was 40 percent (Central 

People’s Government Council 1950: 56-7).  

 

As regards the state purchase of grain, the directives issued by the CCP 

government emphasized that “the state purchase of grain movement” should be 

recognized as “class struggle”, and the village cadres should rely on the poor 

peasants, mobilize the middle peasants, and struggle against the landlords (CCP A 

County Committee 1954/8/7: 20; CCP A County Committee 1954/12/12: 116). In 

practice, although the county and sub-district authorities granted the discretionary 

power of revising the rate of purchase of grain to the village cadres (including the 

heads and the recorders in the collective and the CCP members in the village) and 

the work teams sent down to the village by the government, the CCP government 

repeatedly emphasized that the village cadres and the work teams should focus on 

pressing the rich peasants to submit the surplus grain, and ensuring adequate grain 

left for the poor peasants to meet the subsistence requirement of their families 

(CCP A County Committee 1954/8: 99).     

 

Apparently, all the formal stipulations described above contributed to the 

redistribution of burden of agricultural tax and state purchase of grain from the 

poor and the lower-middle peasant households to the rich and the upper-middle 

peasant households. 
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Third, under the tax-farming contract, quotas of agricultural tax and state 

purchase of grain sent down from the upper levels of government to the 

village, together with the mechanisms including training class and work 

teams, imposed on the heads and the recorders in the collective an incentive 

to fulfill the village quotas of agricultural tax and state purchase of grain. 

 

Quotas of agricultural tax and state purchase of grain distributed from the 

top-down along the administrative hierarchy was an enduring feature of state 

extraction in rural China after 1949. Specifically, the central government set 

national quotas and disaggregate them to greater administrative areas35; each 

greater administrative areas disaggregate its quotas to provinces; each province to 

its municipalities; each municipality to its counties; eacA County to its 

sub-districts; and each sub-district to the villages36 (Guangdong Provincial Grain 

Bureau 1950: 32; Guangdong Provincial Finance Bureau 1951/10/26: 41; CCP A 

County Committee & A County Government 1954/10/25: 118; Government 

Administrative Council 1953a: 175).  

 

When the quota was passing down to the villages along the administrative 

hierarchy, the authorities at lower level were allowed to appeal to the upper level 

of government to revise the quota, when the peasant households were found to be 

overtaxed. For instance, in 1950, the Central-South Military and Administrative 

Committee at first assigned the agricultural tax quota of 1.5 billion kilograms of 

                                                      
35 Greater administrative areas were administrative divisions governing provinces and 
municipalities in early PRC, and were abolished in 1954. 
36 According to the order issued by Government Administrative Council in 1953, the quotas of 
state purchase of grain at sub-district level and village level should be determined by the county 
government (Government Administrative Council 1953a: 175).  
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husked rice to Guangdong Province. The Guangdong Provincial Grain Bureau 

used the data about the area and the grain harvest of rural land in Guangdong to 

calculate the proportion of tax payment in grain harvest, and concluded that about 

21.4 percent of the total grain harvest would be submitted to the state if the quota 

for the province would be fulfilled. The tax burden on the peasant households 

turned to be too great to bear. Therefore, the provincial authority appealed to the 

Central-South Military and Administrative Committee for revision of the quota. 

After careful consultation with the provincial authority, the Central-South Military 

and Administrative Committee at last changed the agricultural tax quota for 

Guangdong Province from 1.5 billion to 1.05 billion, and allowed the provincial 

government to extract 1.1 billion kilograms of rice in practice (Guangdong 

Provincial Grain Bureau 1950: 32).  

 

When determining the quota for each village at sub-district level, a series of 

peasant representative meeting would be held to ascertain the actual grain 

production in each village, and to distribute the quota for the sub-district among 

the villages. For instance, in the autumn collection of agricultural tax in 1952, 

there were a series of peasant representative meeting in each sub-district at which 

the peasant representatives were encouraged to declare the grain production of 

their own village, on which the agricultural tax was imposed, and to assess each 

other’s self-report data on grain production (CCP A County Committee 1952a: 

72-3). Since a quota was to be issued for a sub-district which included villages, 

the representatives from villages were imposed on an incentive to inform on their 

counterparts and to help expose concealed production.  

 

Yet, once the quota had been sent down to the village cadres, the mechanisms, 
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including training class and work teams, would be employed to force the village 

cadres (primarily the heads and the recorders in the collective) to fulfill the village 

quota. Firstly, training class was used to inculcate the village cadres the principles 

of state extraction and the skills needed for efficient collection. Early in 1949, 

CCP Guangdong Provincial Committee and Guangdong Provincial government 

ordered that in the collection of agricultural tax, training class should be used to 

inculcate the “mass line” and the “class line” into the cadres (CCP Guangdong 

Provincial Committee and Guangdong Provincial Government 1949/12: 79). In 

the agricultural tax collection of 1950, A County Government held two training 

classes. The training class was used to inculcate the principles and the skills of tax 

collection in the tax collection officials, the peasant activists, primary school 

teachers and students (who might be pressed into service on work teams). The 

Sixth Sub-district Government held training classes at five villages, and 250 

Agricultural Tax Investigation and Determination Committee members were 

trained (CCP A County Committee 1950/12/2: 5).  

 

Secondly, the deployment of work teams in villages was an important device for 

monitoring the village cadres in state extraction. Pressing the government officials 

and the literate students into service on the work teams was an enduring feature of 

state extraction after 1949. Early in 1950, among the three members of Standing 

Committee of CCP A County Committee, two members, including the county 

Party secretary and the minister of propaganda, were asked to work in villages for 

most of the year (CCP A County Committee 1950/12/19: 32). As regards the 

collection of agricultural tax, the work teams were sent to the countryside to 

mobilize the peasants to organize the “Agricultural Tax Investigation and 
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Determination Committee”37, to work with the committee to distribute the tax 

burden among the peasant households, and to have the last word when a peasant 

appealed to the work team to revise the tax quota for his household (Guangdong 

Provincial Government, 1949/12: 123). As regards the state purchase of grain, the 

work teams were sent to the villages to mobilize the CCP members in the villages 

to organize the local organizations (including the Investigation and Determination 

Committee in 1949, the peasant associations from 1950 to 1952, the Mutual Aid 

Teams from 1952 to 1954, the Agricultural Production Cooperatives from 1954 to 

1956) which determined the collection rates for the households in the village; to 

hold the Village People’s Representative Meeting, at which the collection rates 

would be approved; and to lead the heads and the recorders in the collective to 

determine the quota for each household, and ensure that the surplus grain of the 

rich peasants had been extracted and the poor peasants had adequate grain to meet 

consumption requirement (CCP A County Committee 1954/8: 98-9).  

 

The constraints on the work team members (outsiders)，学习班 

 

In a word, the training class (inculcating in the village cadres the principles and 

the skills of agricultural tax and state purchase of grain), combined with work 

teams sent down to the villages (to monitor the collection of agricultural tax and 

the compulsory purchase of grain in villages), restrained the opportunistic 

behaviors of the heads and the recorder in the collective in state extraction, and 

imposed an incentive to fulfill the quotas for the village (and the collective) on 

                                                      
37 After 1950, the peasant associations and the collectives (including the Mutual Aid Teams, the 
Agricultural Production Cooperatives) tended to replace the “Agricultural Tax and Investigation 
and Determination Committee” to take the responsibility of distributing the agricultural tax 
burden among the households and delivering the tax payment to the state.  
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their actions. 

 

Fourth, under the tax-farming contract, the state tolerated the discretion of 

village cadres to revise the rates of agricultural tax and state purchase of 

grain on the peasant households to some extent; as long as the quota for the 

village was fulfilled, and the Party’s class line in the countryside was fully 

implemented.  

Although there was a progressive rate system based on the normal annual grain 

harvest of the household, together with a series of regulations on agricultural tax 

and state purchase of grain; the stipulations on the rates of agricultural tax and 

state purchase of grain was not fully implemented in practice (Shue 1980: 119), 

and the village cadres had the discretionary power of revising the rates on the 

households to some extent, as long as the quota for the village was fulfilled, and 

the Party’s class line in the countryside was implemented.  

 

The reason why the state tolerated the discretion of village cadres to modify the 

rates of agricultural tax and state purchase of grain on the households, was that 

there was a potential contradiction between “assessment based on rate and normal 

annual grain harvest” (“Yi-lv-ji-zheng”) and “distribution of quotas along the 

administrative hierarchy” (“Zhu-ji-tan-pai”). In fact, if the village cadres 

calculated the agricultural tax payment and the state purchase of quota for a 

household strictly in accordance to the formal stipulations on the collection rates 

of state extraction, it was very likely that both the amount of tax payment and the 

amount of compulsory purchase of grain of the village were different from the 

quotas sent down to the village by the state.         
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Therefore, the higher-level authorities gave the village cadres (heads and 

recorders in the collective) and the other local officials leeway to modify the rates 

of agricultural tax and state purchase of grain on the households in practice, as 

long as it was necessary to fulfill the quotas. For instance, in 1950, a directive 

issued by CCP South China Bureau and Guangdong Provincial Government 

stipulated that “the tax threshold can be slightly decreased, and the increase in the 

tax rate corresponding to graduated increment in the grain harvest of the 

household can be modified” (CCP South China Bureau and Guangdong Provincial 

Government 1950: 10). As regards the state purchase of grain in A County in 1954, 

although the line of grain harvest above which the household was liable to 

compulsory purchase of grain was determined by the sub-district authority, the 

collection rates were proposed by the CCP committee of the village, and passed at 

the peoples’ congress at the village level (CCP A County Committee 1954/8: 98).   

 

It is noteworthy that when modifying the collection rates of agricultural tax and 

state purchase of grain, the village cadres should fully implement the Party’s 

“class line” in countryside. According to a directive issued by the Central 

Committee of CCP on land reform, the Party’s class line in countryside was 

“relying on poor peasants and tenants, allying with middle peasants, and isolating 

rich peasants”, when the nationwide land reform took place from 1950 to 1953 

(CCP News Website 2015). And the Land Reform Law stipulated that 

landownership by the landlord class should be abolished (Central People’s 

Government Council 1950/6/28: 18). After the ownership of land by landlords had 

been abrogated in land reform, Mao Zedong, in 1955, emphasized that under new 

circumstances, the Party should rely on the poor peasants and the (former and new) 

lower-middle peasants, and unite with the (former and new) upper-middle 
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peasants (Mao 1955/9/7). In state extraction, the Party’s class line in countryside 

was expressed as “relying on poor peasants, allying with middle peasants, and 

limiting rich peasants” (CCP A County Committee 1954/12/31: 57). 

 

Specifically, when distributing the agricultural tax and the compulsory purchase of 

grain burden among the households in the village, the cadres should avoid being 

recognized as being lenient with the landlords and the rich peasants, and 

disregarding the welfare of the poor and the lower-middle peasants. As regards the 

agricultural tax, the Guangdong Provincial Government stipulated that the 

proportion of tax payment in annual grain harvest for the poor peasant household 

should not be higher than 10 percent, the middle peasant household 15 percent, 

the rich peasant household 25 percent, and the landlord household 50 percent. For 

the landlord household colleting rents more than 2,000 shi, the limit can be 

increased to 80 percent (Guangdong Provincial Government 1950/7/16: 42). As 

regards the state purchase of grain, the CCP A County emphasized that the village 

cadres should not only extract all the surplus grain from the rich peasant and the 

middle peasant households, but also ensure that the poor peasant households had 

adequate grain to meet consumption requirement (CCP A County Committee 

1954/12/12: 116; CCP A County Committee 1954/8/12: 99).  

 

Therefore, under the tax-farming contract, the village cadres (the heads and the 

recorder in the local organizations), as the state agents in the village, were 

imposed on not only the incentive to fulfill the quotas for the village, but also the 

incentive to shift the burden from the poor and the lower-middle peasant 

households to the rich and the upper-middle peasant households.   
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5.2 Structures of local organizations: the mechanism constraining 

the heads and the recorders in the collective, the mechanism 

allocating grain harvest among the member households in the 

collective, and the right of the member household to withdraw 

from the collective  

The local organizations in state extraction in rural China from 1949 to 1956 

included Agricultural Tax Investigation and Determination Committees 

(1949-1950), Peasant Associations (1950-1952), the Mutual Aid Teams 

(1952-1954), and the Elementary and the Advanced Agricultural Production 

Cooperatives (1954-1956). This study mainly focuses on the collectives including 

the Mutual Aid teams, and the Elementary and the Advanced Agricultural 

Production Cooperatives, although the Agricultural Tax Investigation and 

Determination Committees and the Peasant Associations from 1949 to 1952 

would also be sketched. 

 

Specifically, the Mutual Aid Teams were groupings of peasant households, 

organized to make up for some of their deficiencies in means of production by 

exchanging labor and sharing tools and sharing draught animals and farm 

implements (Central Committee of CCP 1953: 119-20; Shue 1980: 145). The 

Agricultural Production Cooperatives were collectives which brought land and 

other major means of production under unified, planned management, and 

allocated the harvest of land among the peasant households within the cooperative 

(Standing Committee of the NPC 1956: 328-9; Shue 1980: 288, 292). In contrast 

to the Mutual Aid Teams, the Agricultural Production Cooperatives, especially the 
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advanced ones, paid the agricultural tax and sold the quota of grain to the state for 

its member households, and allocated the revenue left (after deducting agricultural 

tax, state purchase of grain, production cost, reserve fund, and welfare fund) 

among the member households solely based on the work of the households 

(Standing Committee of the NPC 1956: 351; First National People’s Congress 

1956: 410-1). 

 

The local organizations in state extraction in rural China from 1949 to 1956, 

especially the collectives from 1952 to 1956, had three dimensions, called the 

agricultural production unit, the unit for allocating harvest of rural land among 

households, and the state extraction unit; Corresponding to the three dimensions 

of the local organization, the structures of the local organizations (including the 

mechanism constraining the heads and the recorders in the organization, the 

mechanism allocating grain harvest among the member households in the 

organization, and the right of the member household to withdraw from the 

organization), imposed on the actions of the heads and the recorders in the 

collective, the disincentive to extract non-statutory surcharges from the local 

community, the incentive to divert wealth from the rich and the upper-middle 

peasant households to the poor and the lower-middle peasant households, and the 

incentive to ensure that the well-being of the rich and the upper-middle peasant 

household was not reduced after joining the cooperative. 

 

5.2.1 Three dimensions of the local organization: agricultural production unit, 

unit for allocating harvest of rural land among households, and state 

extraction unit 

The local organizations in rural China from 1949 to 1956 tended to play an 
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important role in agricultural production, allocation of harvest of rural land among 

households, and state extraction. From 1949 to 1952, the Agricultural Tax 

Investigation and Determination Committee and the Peasant Association tended to 

play an important role in the allocation of harvest of rural land among households, 

and the extraction of agricultural tax. From 1952 to 1956, the Mutual Aid Teams 

and the Agricultural Production Cooperatives tended to became the agricultural 

production unit, the unit allocating harvest of rural land among households, and 

the state extraction unit in the village. 

 

First, the collectives from 1952 to 1956, including the Mutual Aid Teams and the 

Agricultural Production Cooperatives, tended to become the agricultural 

production unit in the village. From 1952 to 1954, the seasonal Mutual Aid Teams 

facilitated the exchange of labor, draught animal power, tools and implements 

among the households in agricultural production, and tended to be formed in a 

matter of days or weeks; while the year-round Mutual Aid Team not only 

cooperated in agricultural production during busy seasons, but also cooperated in 

sideline production in slack seasons (Central Committee of CCP 1953: 119-20; 

Shue 1980: 149-52). And the year-round Mutual Aid Teams enabled a certain 

degree of production planning and division of labor, facilitated joint purchase of 

farm tools and draught animals and accumulation of capital, and helped improve 

technology (Central Committee of CCP 1953: 119-20; Shue 1980: 155). From 

1954 to 1956, the Elementary Agricultural Production Cooperatives brought land, 

draught animals, farm tools and other major means of production under unified 

management, and retained members’ private ownership of the production means; 

while the Advanced Agricultural Production Cooperatives converted land, draught 

animals, large farm tools and other major production means to the collective 
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ownership of the cooperative, and thus replaced the peasant family to become the 

agricultural production unit in the village (Standing Committee of the National 

People’s Congress 1956: 329-30).  

 

Second, the introduction of a series of mechanisms for distributing the grain 

harvest of the rural land made the collective a unit of allocating the harvest among 

the households. Specifically, from 1949 to 1952, the peasant associations, 

controlled by the farm laborers, the poor peasants, and the middle peasants, 

played an important role in the distribution of the wealth among the peasant 

households in the village by diverting the wealth from the landlord and the rich 

peasant households to the farm laborer, the poor peasant and the middle peasant 

households in a series of peasant movements38. From 1952 to 1954, within the 

Mutual-Aid Teams, the work point system for measuring and keeping track of the 

work done by each household within team, together with the rent payment system 

for the draught animal and other production means, played an important role in 

the distribution of the harvest of rural land among the member households. And 

after 1954, within the Agricultural Production Cooperatives, the rent payment 

system for land, draught animals, and other major production means, the work 

point system for measuring work done by peasants in household, and the “welfare 

fund” (“Gong-yi-jin”) and the grain ration (“Kou-liang”) for supplementary 

benefits to orphans, widows, and the sick households, all impacted the distribution 

                                                      
38 The mass movements included “Reducing and Returning Rent” (“Jian-zu-tui-zu”) (from 
November, 1949 to March, 1950), “Eliminating bandits and Opposing Local Despots, Reducing 
Rent Rates and Refunding Rent Deposit” (“Qing-fei-fan-ba tui-zu-tui-ya”) (from July to September 
in 1950 and from Jun to Winter of 1951), “Land Reform” (“Tu-di-gai-ge”) (in 1952), and “Getting 
the Surplus Grain (from the Landlords and the rich peasants)” (“Zhui-yu-liang”) (in 1952) (CCP A 
County Committee 1950/9/27: 173; CCP A County Committee 1950/12/2: 3; Gazetteer of A 
County 2002: 146; Investigation Team of the First Sub-district, CCP A County Land Reform 
Committee, 1952: 256; CCP Committee of the First District in A County, 1952: 273). 
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of harvest among the member households39. According to the “Model Regulation 

for an Agricultural Production Cooperative” and the “Model Regulation for an 

Advanced Agricultural Production Cooperative”, the elementary and the advanced 

agricultural production cooperatives were recognized as the unit of allocating 

harvest among the households in villages (Standing Committee of the NPC 1956: 

351; First National People’s Congress 1956: 410-1).  

 

Third, the Agricultural Production Cooperative, especially the advanced one, 

tended to take the responsibility of paying agricultural tax and selling specific 

quota of grain to the state for its member households, and thus became the state 

extraction unit in the village. After the establishment of the Agricultural 

Production Cooperative, the state tended to issue quotas of agricultural tax and 

state purchase of grain for each cooperative, and the quotas were calculated by 

adding the quotas for each household together. Specifically, after the major 

harvest, the cooperative would deduct from the gross grain harvest of the 

collective the agricultural tax and the quota of state purchase of grain, and made 

the payment and sold the grain to the state for its member households (State 

Council 1956: 444; Standing Committee of the NPC 1956: 351; Shue 1980: 291). 

Therefore, the agricultural production cooperative tended to become the unit of 

state extraction in the village. 

 

 

                                                      
39 In practice, besides the rent payment system for land and major production means, the work 
point system, the grain ration and the “welfare fund” for the widow, the sick, and other poor 
peasant household; the contribution to the “reserve fund” (“gong-ji-jin”) for capital accumulation 
and the deduction of production cost from the harvest of the collective impacted the allocation of 
grain harvest among the member households in the collective. Yet, the study mainly focuses on 
the rent payment system for land and major production means, the work point system, the grain 
ration, and the “welfare fund”. 
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5.2.2 Structures of local organizations and incentives on the heads and the 

recorders in the collectives 

By 1956, the structures of the local organizations in rural China included the 

mechanism constraining the opportunistic behaviors of the heads and the 

recorders in the local organization, the mechanism allocating the grain harvest 

among the households in the local organization, and the right of the member 

households to withdraw from the organization. Specifically, the structures of local 

organizations imposed on the actions of the heads and the recorders in the 

organization the disincentive to extracting non-statutory surcharges from local 

community, the incentive to divert wealth from the rich and the upper-middle 

peasant households to the poor and the lower-middle peasant households, and the 

incentive to ensure that the well-being of the rich and the upper-middle peasant 

households would not be reduced after joining the collective. 

 

First, the mechanisms including the accounting institutions at county, 

sub-district and village levels, the work teams sent to the village, the training 

class, and the sanction for opportunistic behaviors of the village cadres 

constrained the opportunistic behaviors of the heads and the recorders in the 

collectives, and imposed on the heads and the recorders in the collectives the 

disincentive to extracting non-statutory surcharges from the village.  

 

By 1956, a series of mechanisms which combined hierarchical monitoring by the 

state with severe sanctions, constrained the opportunistic behaviors of the heads 

and the recorders in the collectives, and thus imposed on them the disincentive to 

extracting non-statutory surcharges from the village. 

 



158 
 

Firstly, the accounting institutions established at county, sub-district, and village 

levels permitted the concrete information about income and expenditure of the 

collective to be possessed by the state, and thus facilitated the hierarchical 

monitoring of the heads and the recorders in the collectives. Just as I have 

described above, before 1949, the possession of private information about land 

and tax quotas of the households by the recorders in lijia organizations permitted 

the recorders to be relied on by the state to conduct state extraction in rural China, 

and thus led to the proliferation of non-statutory surcharges imposed by the 

recorders on the local community. After 1949, under the Communist regime, the 

accounting institutions established at county, sub-district, and village levels, 

permitted the state to obtain the information about income and expenditure of the 

collective at low monitoring cost, and thus imposed on the heads and the recorders 

in the collective the disincentive to imposing non-statutory surcharges on the 

collective. 

 

Specifically, in A County, in 1956, according to the directive from higher 

authorities, the “Agricultural Production Cooperative Accountancy Guidance 

Committee” (“Kuai-ji zhi-dao wei-yuan-hui”) was established at county level, the 

“Agricultural Production Cooperative Accountancy Guidance Team” 

(“Nong-ye-she cai-wu kuai-ji fu-dao xiao-zu”) was established at sub-district 

level, and the “Accountancy Mutual-Aid Team” (“Kuai-ji hu-zhu-zu”) was 

established at village level (Production Cooperation Section of A County 

Committee of CCP 1956/2/7: 261; Production Cooperation Section of A County 

Committee of CCP 1956/2/8: 264). On the one hand, the accountants from 

Finance Section of County Government, Bank, Grain Bureau, and other economic 

and financial sections at county level, and the accountants from Sub-district 
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Government, Supply and Marketing Cooperative, Grain Management Station, 

Food Station, Oil Station, and other economic and financial sections at sub-district 

level, were pressed into service on the Accountancy Guidance Committees and the 

Accountancy Guidance Teams (Production Cooperation Section of A County 

Committee of CCP 1956/2/7: 261-2). Therefore, the state avoided bearing the 

financial burden of recruiting additional accounting and finance staff to monitor 

the heads and the recorders in the collectives in villages.  

 

On the other hand, the members of the Accountancy Guidance Committees and 

the Accountancy Guidance Teams not only taught the accountants in the 

cooperatives the accounting and bookkeeping skills and helped record the 

financial information in the books of account; but also conducted financial audit 

on the books of the collectives and provided the CCP Committee at sub-district 

level the information about the financial conditions of the collectives (Agricultural 

Section of A County People’s Committee 1956/5/8: 266). Thus, the information 

about income and expenditure of the collective tended to be possessed by the state 

to a great extent, and thus permitted the state to monitor the heads and the 

recorders in the cooperative at low monitoring cost. 

 

Secondly, the work teams were sent to the villages to collect information about 

land, population, and social class in the village, and allowed the state to monitor 

the heads and the recorders in the collective at low information cost. Work team 

was an efficient tool used by the state to collect information about land, 

population, social class, and other social characteristics of rural areas. On the one 

hand, being similar to the establishment of the accounting institutions, the state 

tended to press the officials at Provincial, Prefectural and County levels, the 
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primary school teachers, and the college and the secondary school students into 

service on the work teams, and thus led to a decrease in the cost of training the 

team members and hiring additional full-time officials to collect the information 

(CCP Guangdong Provincial Committee and Guangdong Provincial Government 

1949/12: 79).  

 

On the other hand, the work team, whose members were required to eat, live, and 

work with the peasants (“Tong-chi tong-zhu tong-lao-dong”), was capable of 

collecting the concrete information about the social characteristics of rural areas 

and the policy implementation by the village cadres in the village, which would be 

used by the state to evaluate the performance of the heads and the recorders in 

local organizations. For instance, in 1954, some officials in Finance Section of A 

County Government, Supply and Marketing Cooperative, and other economic and 

financial sections, were pressed into service on work teams which were sent to the 

villages to collect information about the harvest of the typical villages in the 

Fourth Sub-district. In order to gather concrete information about the harvest, the 

work teams not only called a meeting to hear the opinions of the village cadres, 

but also helped the peasants harvest their crop. The work teams thus found out 

that the report about the harvest of the Fourth Sub-district, submitted by the 

authorities at sub-district and village levels to the County Government, provided 

unreliable information about the harvest, and suggested to the county government 

that the figures about the grain harvest of the Fourth Sub-district should be 

rectified (Production Office of CCP A County Committee 1954/11/23: 55). 

Apparently, the work teams sent to the villages permitted the state to have 

alternative information source, and thus led to further strengthening of state 

control over the heads and the recorders in the collective. 
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Thirdly, in the training class organized by the state, the heads and the recorders in 

the collectives, and other village cadres were encouraged to adopt “criticism and 

self-criticism”, and thus contributed to the enhancement of the state’s ability to 

monitor the village cadres. For instance, in 1953, CCP A County Committee 

organized four-day training classes at sub-district level for 1084 village cadres. In 

the classes, on the one hand, the Party and Youth League members and the peasant 

activists were encouraged to take the lead in conducting self-criticism, and the 

village cadres were arranged into several discussion groups to expose their 

shortcomings and inform on each other; on the other hand, the state officials who 

presided over “criticism and self-criticism” section, would talk to the cadre who 

was silent in the classes individually, and encouraged him or her to describe his or 

her experience working in villages. As a result, in the training classes, the 

opportunistic behaviors conducted by the village cadres, including embezzlement 

of public funds, raping woman, conflict among cadres, and so on, were exposed 

(CCP A County Committee 1953/2/2: 200).  

 

Fourthly, the negative sanctions for the opportunistic behaviors of the village 

cadres were used by the state to constrain the imposition of non-statutory 

surcharges conducted by the heads and the recorders in the collective, and thus 

imposed on the village cadres the disincentive to extracting non-statutory 

surcharges from the village. Specifically, the negative sanctions used by the state 

included removal from office, forced labor, forfeit, criticism and mass struggle at 

mass meetings, detention, and trial (Production Cooperation Section of A County 

Committee of CCP 1956/1/28: 236-7; A County Government 1951/8: 101-2). For 

instance, in Hou-xi-yang Village in A County, in 1951, the opportunistic behaviors 
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of the chairman of peasant association and the head of the village, including 

embezzlement of public funds and accepting bribes (10 catties of oil) from rich 

peasants, were exposed in the “Eliminating Bandits and Opposing Local Despots, 

Reducing Rent Rate and Refunding Rent Deposit” Campaign. Thus, the former 

chairman of peasant association and the village head were struggled against at 

mass meeting for two times, and were paraded through the street. Furthermore, 

the former chairman of peasant association was fined 40 shi of rice (5,200 catties 

of rice), and the village head was fined 80 shi of rice (10,400 catties of rice)40. 

And both of the two village cadres were put under the surveillance of the common 

peasants, and were subject to forced labor (A County Government 1951/8/31: 

105).  

 

In short, the accounting institutions, the work teams, the training class, and a 

series of sanctions for opportunistic behaviors of the heads and the recorders in 

the collective in the village, constrained the imposition of non-statutory 

surcharges conducted by the village cadres, and thus imposed on the heads and the 

recorders in the collective in the village the disincentive to impose non-statutory 

surcharges on the village.  

 

Second, the mechanism allocating the harvest of rural land among the 

households in the collectives imposed on the heads and the recorders in the 

collective the incentive to redistribute wealth from the rich and the 

upper-middle peasant households to the poor and the lower-middle peasant 

households.  
                                                      
40 The conversion ratios used was in Perkins’s work (Perkins 2013: 314). Note that, since the 
conversion ratios in the countryside may be different from the official conversion ratio. The actual 
fine may be lower than what I illustrate here.  
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By 1956, in rural China, the mechanism allocating the harvest of rural land among 

the households in the collective included the rent payment system for land, 

draught animals and other major production means, together with the work point 

system for measuring work done by peasants in household; and the “welfare fund” 

(“Gong-yi-jin”) and the grain ration (“Kou-liang”) for supplementary benefits to 

the orphan, the widow, and the sick peasant households 41. The mechanism 

imposed on the heads and the recorders in the collectives the incentive to 

redistribute wealth from the rich and the upper-middle peasant households to the 

poor and the lower-middle peasant households. 

 

Note that, the allocation of harvest of rural land among the peasant households in 

the collective, which were conducted mainly by the heads and the recorders in the 

collective, was mainly about the distribution of the harvest between “the poor and 

the lower-middle peasant households” and “the rich and the upper-middle peasant 

households” in the collectives. On the one hand, the heads and the recorders in the 

peasant association, the Mutual Aid Team, the Elementary and the Advanced 

Cooperatives, had a strong motivation to increase the income of their own 

families, since the peasant family remained the basic unit of consumption in the 

village from 1949 to 1956. Just as Siu has said, “the Chinese family as a social 

unit within the community was never destroyed by the socialist revolution” (Siu 

1989: 2); from 1949 to 1956, the peasant family remained the basic unit of 

consumption in the collective, and the collectives (including the Mutual Aid Team 

                                                      
41 The welfare fund was also for amenities for cooperative members. And the grain ration was 
available for all member households in the collective, but the orphan, widow and the sick 
households, and the other households where there were more consumers than workers, tended 
to produce less than the grain ration they received from the collective, and thus actually 
redistributed the wealth from the other peasant households in the collective to themselves.  
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and the Agricultural Production Cooperative) allocated the harvest of the land 

among the households (Central Committee of CCP 1953: 119-20; Standing 

Committee of the NPC 1956: 351). Thus, the heads and the recorders in the local 

organizations had a strong motivation to pursue an increase in the incomes of their 

own families. 

 

On the other hand, the heads and the recorders in the local organizations, were 

mostly from the poor or the lower-middle peasant households, and thus had an 

inclination to increase the income of the poor and the lower-middle peasant 

households. According to the directives issued by the central government, it was 

emphasized that the former landlords and the rich peasants, if they were permitted 

to join the organizations, should not be chosen as heads and other cadres in the 

collective, and had not the right to vote (Standing Committee of the NPC 1956: 

333; First National People’s Congress 1956: 400). In A County, after 1950, the 

CCP regime tended to remove the landlords, the rich peasants, and even the 

upper-middle peasants from office in the local organizations, and filled the cadre 

positions with the poor and the lower-middle peasants, by overhauling the 

organizations in mass movements. After the “Eliminating Bandits and Opposing 

Local Despots, Reducing Rent Rate and Refunding Rent Deposit” Movement in 

1950, among the 2476 chairmen and committee members of the peasant 

associations in A County, there were 2,131 poor peasants, 343 middle peasants 

and 2 rich peasants. Among the 5,330 heads of the teams within the peasant 

associations, there were 4,450 poor peasants, 878 middle peasants, 1 rich peasant 

and 1 landlord (CCP A County Committee 1950/9/27: 174). And in 1956, after the 

“Rectification of Cooperatives” Movement, among the 1296 cadres in the 72 

cooperatives in A County, there were 686 poor peasants, 330 lower-middle 
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peasants, and 280 upper-middle peasants (Production Cooperation Section of A 

County Committee of CCP 1956/1/28: 237). Apparently, the heads and the 

recorders in the cooperatives were mostly from the poor and the lower-middle 

peasant households, and thus had an inclination to increase the income of the poor, 

and the lower-middle peasant households. 

 

Under these circumstances, the mechanism allocating the harvest of rural land 

among the households in the collective offered the heads and the recorders in the 

collectives legal vehicle for distributing harvest of rural land between “the rich 

and the upper-middle peasant households” and “the poor and the lower-middle 

peasant households”, and imposed on the heads and the recorders in the 

collectives the incentive to divert wealth from the rich and the upper-middle 

peasant households to the poor and the lower-middle peasant households. 

 

Firstly, the rent payment system for land, draught animals, and the other major 

production means, together with the work point system for measuring work done 

by peasants in the household, permitted the heads and the recorders in the 

collective to redistribute wealth from the rich and the upper-middle peasant 

households to the poor and the lower-middle peasant households, by redistributing 

the gross grain harvest between “the rich and the upper-middle peasant 

households” and “the poor and the lower-middle peasant households”. 

 

The rent payment system for land, draught animals, and other major production 

means possessed by the household, together with the work point system for 

measuring work done by the peasants in the household, were employed to divide 

the net revenue among the households in the collective. Specifically, on the one 
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hand, under the rent payment system for land, draught animals and other major 

production means, rent tended to be paid to the households owning the land and 

the production means. As regards the rent payment for ox, farm tools, and other 

major production means, in the Mutual Aid Team, the households requiring the 

use of the production means, would paid to the households owning the means of 

production, the rent in the form of grain and fodder, or with its own labor (Shue 

1980: 172-3). Although the collectives (especially the Advanced Agricultural 

Production Cooperatives) were encouraged by the state to buy the major 

production means from the production-means-owning households, in 1955, in 

some Agricultural Production Cooperatives in A County, the private ownership of 

ox was retained, and the rent should be paid to the ox-owning households when 

dividing the net income among the net revenue of the collective among the 

households (Production Cooperation Section of A County Committee of CCP 

1955/10/12: 20). 

 

On the other hand, under the work point system, the number of work points, 

together with the value of a work point, was used to calculate the compensation 

for the work done by the peasants in the household. Specifically, ten work points 

for a full day’s work were usually to be assigned to a medium labor; and the value 

of a work point was standardized within a collective, and tended to be connected 

with the amount of work points earned by all the members in the collective and 

the net revenue of the collective (Standing Committee of the National People’s 

Congress 1956: 346-8).  

 

In addition, the net revenue of the collective was reached by deducting transaction 

cost (including collection cost imposed on state extraction, monitoring cost 
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imposed on production, and social loss arising from shirking in production), 

production cost (including seed grain, animal fodder, and so on), state extraction 

quotas (including agricultural tax quota and quota for state purchase of grain), and 

contribution to the “reserve fund” and the “welfare fund”, from the gross grain 

harvest (Standing Committee of the NPC 1956: 351). 

 

Under these circumstances, the rent payment system for land, draught animals, 

and other major production means possessed by the household, combined with the 

work point system for measuring work done by the peasants in the household, 

directly impacted the distribution of the gross grain harvest between the rich and 

the upper-middle peasant households and the poor and the lower-middle peasant 

households. 

 

Specifically, since the rich and the upper-middle peasant households tended to be 

more capital intensive than the poor and the lower-middle peasant households did, 

and the poor and the lower-middle peasant households tended to be more labor 

intensive than the rich and the upper-middle peasant households did; the decrease 

in rent payment for land and major production means, together with the increase 

in compensation for the work done by the peasants, permitted the heads and the 

recorders in the collective to redistribute the gross harvest from the rich and the 

upper-middle peasant households to the poor and the lower-middle peasant 

households. On the one hand, the changes in the harvest allocation mechanism 

advocated by the state, including the decrease in the rent payment for the land 

(when the Mutual Aid Teams were converted into the Elementary Agricultural 

Production Cooperatives from 1954 to 1955), and the division of the net income 

of the collective among the households solely based on the work done by the 
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peasants (when the Elementary Agricultural Production Cooperatives were 

converted into Advanced ones in 1956), actually led to the redistribution of gross 

harvest from the rich and upper-middle peasant households to the poor and the 

lower-middle peasant households (Standing Committee of the NPC 1956: 335, 

351). 

 

On the other hand, the discretionary power of modifying the rent rate for land and 

production means, the amount of work points earned by the household members, 

and the value of work point, permitted the heads and the recorders in the 

collective to distribute the gross harvest from the rich and the upper-middle 

peasant households to the poor and the lower-middle peasant households. For 

instance, in 1954, when it was emphasized by the authorities that the cadres 

should not force the peasant households to give up private ownership of land, ox 

and other production means; the heads in some Mutual Aid Teams in A County, 

tended to turn over the ox and other production means possessed by the peasant 

households to the collective ownership of the team, and distribute the grain 

harvest among the households solely on the basis of the work done by the 

peasants (CCP A County Committee 1954/5/5: 26). And in the Agricultural 

Production Cooperative, the heads and the recorders not only took the 

responsibility of recording how many work points were earned by each household 

in the collective, but also played an important role in fixing the harvest of the land 

owned by the household, which the rent would be paid to the household based on 

(Production Cooperation Section of A County Committee of CCP 1956/12/22: 271; 

CCP A County Committee: 1954/10/23: 38-9).  

 

Thus, the rent payment system, together with the work point system, permitted the 
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heads and the recorders in the collective to redistribute the gross harvest from the 

rich and the upper-middle peasant households to the poor and the lower-middle 

peasant households, and thus imposed on the village cadres the incentive to 

redistribute the wealth from the former to the latter.  

 

Secondly, the “welfare fund” (“Gong-yi-jin”) and the “grain ration” (“Kou-liang”) 

permitted the heads and the recorders in the collective to redistribute the gross 

harvest from the rich and the upper-middle peasant households to the poor and the 

lower-middle peasant households, especially the orphan, the widow, and the sick 

peasant households.  

 

Both the “welfare fund” and the “food grain” were used for supplementary 

benefits to the poor and the lower-middle peasant households (especially the 

orphan, the widow, the sick, and the other households, which could not sustain 

subsistence livelihoods solely based on the income derived from work done by the 

family members), and thus offered the heads and the recorders the legal vehicle 

for distributing the gross harvest from the rich and the upper-middle peasant 

households to the poor and the lower-middle peasant households. 

 

As regards the welfare fund, according to the stipulation issued by the central 

authority in 1956, after the major harvest, in the Agricultural Production 

Cooperative, 1-2 percent42 of the net income (the harvest left after deducting the 

                                                      
42 The “Model Regulation for an Agricultural Production Cooperative” issued by the Standing 
Committee of the National People’s Congress in March of 1956, stipulated that 1-3 percent of the 
net income of the cooperative should be deducted and designated as the “welfare fund”. But the 
“Model Regulation for an Advanced Agricultural Production Cooperative” issued by the First 
National People’s Congress in June of 1956, stipulated that less than 2 percent of the net income 
of the cooperative should be deducted as the “welfare fund”.  
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production cost and the transaction cost) was to be deducted and designated as the 

“welfare fund” (Standing Committee of the National People’s Congress 1956: 352, 

First National People’s Congress 1956: 411). In practice, the “welfare fund” was 

used mainly for supplementary benefits to the orphan, the widow, the sick, and the 

other households which could not maintain subsistence living standard solely 

based on their own income 43. For instance, in A County, the CCP County 

Committee and the County Government emphasized that the welfare fund should 

be used to provide relief for the widow, the orphan, the sick, the disabled, and the 

other peasant households, within which the labor was insufficient for producing 

adequate subsistence for family members (CCP A County Committee 1954/12/14: 

90; Production Cooperation Section of A County Committee of CCP 1955/12/16: 

28). And the heads and the recorder in the collective did use the welfare fund to 

provide relief for the “overdrawn households” (“Chao-zhi-hu”) who lacked 

adequate work points to cover the cost of the grain ration received from the 

collective, and had no other source of income derived from private plot or sideline 

production or overseas remittances to pay the balance on the account (Production 

Cooperation Section of A County Committee of CCP 1956/11/12: 268; Production 

Cooperation Section of A County Committee of CCP 1956/12/22: 271; Oi 1991: 

37).  

 

As regards the grain ration, the heads and the recorders in the cooperative had 

great discretionary power of determining the amount of grain ration assigned to 

each household in the cooperative, and thus were given the legal vehicle for 

redistributing wealth from the rich and the upper-middle peasant households to the 
                                                      
43 According to the stipulation, besides for relief for the poor and the lower-middle peasant 
households, the welfare fund should be used for the amenities for the other peasant households 
(Standing Committee of the National People’s Congress 1956: 352). 



171 
 

poor and the lower-middle peasant households. Although it was stipulated the 

grain ration per capita should be fixed by the Provincial Government (State 

Council 1955: 286), in practice, the discretionary power of determining grain 

ration of each household was granted to the heads and the recorders in the 

collective, to a great extent. For instance, in 1956, in A County, the heads and the 

recorders in some cooperatives chose to divide the net revenue of the collective 

into two parts, one distributed among the households based on the grain ration per 

capita, and the other distributed among the households based on the work points 

earned by the peasants in the household. In Ji-long Cooperative of the First 

Sub-district, since the grain yield of the late season in 1956 was 18 percent higher 

than that in 1955, the heads and the recorders in the cooperative determined to 

increase the grain ration per capita from 25 catties to 27 catties per month 

(Production Cooperation Section of A County Committee of CCP 1956/11/12: 

268). In Dong-shan Cooperative in the Tenth Sub-district, the village cadres 

determined to increase the grain ration per capita from 160 catties of rice to 180 

catties of rice (Production Cooperation Section of A County Committee of CCP 

1956/12/22: 272). Since the work points earned by the rich and the upper-middle 

peasant households tended to be more than those earned by the poor and the 

lower-middle peasant households (especially the households with inadequate 

labor), the discretionary power of determining the grain ration actually provided 

the heads and the recorders in the collective with the legal vehicle for 

redistributing wealth from the rich and the upper-middle peasant households to the 

poor and the lower-middle peasant households, especially the sick, the widow, the 

orphan, the disabled peasant, and the other poor peasant households. 

 

In a word, by 1956, in rural China, the harvest allocation mechanism including the 
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rent payment system for land, draught animals and other major production means, 

together with the work point system for measuring work done by peasants in 

household; and the “welfare fund” (“Gong-yi-jin”) and the grain ration 

(“Kou-liang”) for supplementary benefits to the orphan, the widow, and the sick 

peasant households, imposed on the heads and the recorders in the collective the 

incentive to redistribute the wealth from the rich and upper-middle peasant 

households to the poor and the lower-middle peasant households. 

 

Third, the member household’s right to withdraw from the collective, 

together with the substitution of cooperative for household as state extraction 

unit in rural China, imposed on the actions of the heads and the recorders in 

the collective the incentive to ensure that the well-being of the rich and the 

upper-middle peasant household in the collective was not reduced after 

joining the collective.  

 

Firstly, the member household’s right to withdraw from the collective imposed a 

limit on the discretion of the heads and the recorders in the collective to divert 

wealth from the rich and the upper-middle peasant households to the poor and the 

lower-middle peasant households, and imposed on the village cadres in the 

collective the incentive to ensure that the well-being of the rich and the 

upper-middle peasant household was not reduced after joining the collective.  

 

Until 1956, it had been stipulated that the member household in the collectives 

(including the Mutual Aid Team, and the Elementary and the Advanced 

Agricultural Production Cooperative) possessed the right to withdraw from the 

collective, and was entitled to take with him the land he brought to the collective, 
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his contribution to the “Share Fund” (“Gu-fen-ji-jin”), and his invested capita 

when leaving the collective (Central Committee of CCP 1953: 125; Standing 

Committee of the National People’s Congress 1956: 333-4; First National 

People’s Congress 1956: 400).  

 

Actually, it was not uncommon that the withdrawal of the rich and the 

upper-middle peasant households or the other relatively wealthy households from 

the collective led to disbandment of the organization in rural China from 1949 to 

1956. For instance, in 1954, in the Huang-san-di Mutual Aid Team in Men-kou-ge 

Village in A County, the household with considerable labor power chose not to 

offer their labor power to the households with little manpower, since the 

compensation for the work was not offered for the work done by them; and the 

middle peasant household chose not to lend the poor peasant household the farm 

tools, since the poor peasant households did not pay to repair the tools borrowed 

by them. It thus led to the disbandment of the Mutual Aid Team (Investigation 

Team of Production Office of A County 1954: 48). In 1956, in Gong-zai-qian 

Cooperative of the Tenth Sub-district, since the rent payment for ox in the 

collective (which was 0.96 yuan) was lower than the local pay for the use of the 

animal (which was 1.3 yuan), among the 10 ox-owning households, there were 7 

households who chose to exit the cooperative (Production Cooperation Section of 

A County Committee of CCP 1956/12/22: 271).    

 

Therefore, the heads and the recorders in the collective were imposed on the 

incentive to ensure that the incomes of the peasant households (especially the rich 

and the upper-middle peasant households) were not lower than those they earned 

when working individually. Specifically, although the heads and the recorders in 
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the collective were imposed on the incentive to divert wealth from the rich and the 

upper peasant households to the poor and the lower-middle peasant households, a 

limit was imposed on the distribution of the wealth between “the rich and the 

upper peasant households” and “the poor and the lower-middle peasant 

households”, and the heads and the recorders in the collective were impelled to 

ensure that the well-being of the rich and the upper peasant household was not 

reduced after joining the collective. Otherwise, the rich and the upper-middle 

peasant households would choose to withdraw the collective, and even led to 

disbandment of the collective. 

 

Secondly, the substitution of the Agricultural Production Cooperative for the 

peasant household as the state extraction unit in the village, led to shifting of a 

portion of state extraction burden from the rich and the upper-middle peasant 

households to the poor and the lower-middle peasant households, and thus offered 

the heads and the recorders in the collective the legal vehicle for avoiding shifting 

excessive amounts of wealth from the rich and the upper-middle peasant 

households to the poor and the lower-middle peasant households. 

 

Just as I have illustrated above, under the progressive rate system for state 

extraction (agricultural tax and state purchase of grain), and a series of state 

extraction regulations discriminating against the rich and the upper-middle 

peasant households, the state extraction rate borne by the rich and the 

upper-middle peasant households tended to be rather higher than that borne by the 

poor and the lower-middle peasant households.  

 

After 1954 when the Agricultural Production Cooperatives were established 
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throughout the countryside, the Cooperatives, especially the advanced ones, 

tended to replace the peasant household as the state extraction unit in the village. 

Specifically, on the one hand, the state would issue the quotas of agricultural tax 

and state purchase of grain for each cooperative, and the quota for the cooperative 

was calculated by adding the quotas for all the households within the cooperative 

together. On the other hand, after the major harvest, the cooperative would deduct 

from the gross harvest of the collective the specific quotas of agricultural tax and 

state purchase of grain, and made tax payment and sold grain to the state for the 

member households within the collective (State Council 1956: 444; Standing 

Committee of the National People’s Congress 1956: 351; First National People’s 

Congress 1956: 410-1). 

 

Thus, after substitution of cooperative for peasant household as the unit of state 

extraction in the village, both the rich and upper-middle peasant households and 

the poor and the lower-middle peasant households tended to be imposed on an 

average rate. Under these circumstances, a portion of state extraction (agricultural 

tax and state purchase of grain) burden on the rich and the upper-middle peasant 

households would be shifted to the poor and the lower-middle peasant households. 

 

Therefore, the substitution of cooperative for peasant household as the unit of 

state extraction actually offered the heads and the recorder in the cooperative a 

vehicle for offsetting the decrease in the income of the rich and the upper-middle 

peasant households in the collective, and permitted the heads and recorders in the 

collective to ensure that the well-being of the rich and the upper-middle 

households would not be reduced after joining the cooperative.  
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In a word, the member household’s right to withdraw from the collective, together 

with the substitution of cooperative for household as state extraction unit in rural 

China, imposed on the heads and the recorders in the collective the incentive to 

ensure that the well-being of the rich and the upper-middle peasant households 

would not be reduced after joining the organization. 

 

5.3 Class discourse, traditional moral values possessed by the 

peasants, and the legitimacy of the incentives imposed on heads 

and recorders in the local organizations 

From 1949 to 1956, through a series of rituals, the class discourse, imposed by the 

state on the village, was fused with the traditional moral values which were 

embodied in the traditional informal institutions (the Confucian moral discourse 

interwoven with the Buddhist, the Daoist and the local cult discourse), and were 

possessed by the peasants in the village; and thus legitimized the incentives 

imposed by the forms of state extraction and the structures of local organizations 

on the heads and the recorders in the collective, including the incentive to fulfill 

the state extraction quotas and the incentive to redistribute wealth from the rich 

and the upper-middle peasant households to the poor and the lower-middle 

peasant households. 

 

Being similar to the traditional informal institutions which were about the 

responsibilities placed by the interwoven social relationships of kinship and 

community upon the peasants in the village, the class discourse assigned to each 

peasant in the village a class status, which weighted considerably in his dealings 

with the state and his dealings with the other peasants in the village (Siu 1989: 

135). Specifically, under the class discourse, in land reform campaign from 1951 
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to 1952, the rural population in the village was divided into five categories: 

landlords, rich peasants, middle peasants, poor peasants, and landless laborers 

(Public Administration Council 1950/8/4: 30-52); while in the collectivization 

movement from 1952 to 1956, the peasant households were classified as the poor 

and the lower-middle peasant households which would be relied on by the Party 

and the state, and the (new and former) upper-middle peasant households which 

would be united with by the Party and the state, and the rich peasant households 

which would be limited (Mao 1955/9/7; CCP A County Committee 1954/12/31: 

57).  

 

As regards the state extraction (agricultural taxation and state purchase of grain) 

in rural China, the class discourse mainly focused on the responsibility of the 

peasant households to the state, and the dealings between “the poor and the 

lower-middle peasant households” and “the rich and the upper-middle peasant 

households”. Specifically, on the one hand, through a series of village rituals in 

the peasant representative meetings, “speaking bitterness” meetings, and other 

mass meetings, the class discourse imposed by the state on the village permitted 

the reinterpretations of the realities in the village for the peasants; on the other 

hand, also through a series of rituals in the peasant meetings in the village, the 

class discourse was rooted in the moral values which were embodied in the 

traditional informal institutions (the Confucian moral discourse interwoven with 

the Buddhist, the Daoist and the local cult discourses) in the village, and were 

possessed by the peasants in the village. Thus, by being rooted in the traditional 

moral values held by the peasants in the village, the newly-imposed class 

discourse helped diminish the legitimacy of the possession of wealth by the rich 

and the upper-middle peasant households, and helped legitimize the fulfillment of 
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the state extraction quotas for the village (and the collective) and the redistribution 

of wealth from the rich and the upper-middle peasant households to the poor and 

the lower-middle peasant households. 

 

First, from 1949 to 1956, by emphasizing the (ongoing and coming) wars faced by 

the state, the need for grain to support the industrial development, and the 

hardship suffered by the people in the disaster areas, through the village rituals in 

the peasant representative meetings and other mass meetings; the state fused the 

class discourse with the traditional moral values held by the peasants in the village, 

and thus legitimized the incentive to fulfill the state extraction quotas for the 

village (and the collective).  

 

Just as I have described in Chapter 4, the traditional informal institutions, 

including the Confucian moral discourse interwoven with the Buddhist, the Daoist 

and the local cult discourses, centered around the peasants’ responsibilities, which 

were related to actors’ intuitive appreciations for the nature of the context within 

which they stand (Madsen 1984: 13-4). Thus, it was by emphasizing the wars 

(Korean War, “War of Liberating Taiwan”, and “War with Imperialism”) faced by 

the state, natural disasters occurring in the places other than A County, the need 

for agricultural products to support industrial development, through a series of 

village rituals in the peasant meetings (including “peasant representative meeting”, 

“patriotic signature campaign”, and so on); the state not only offered an 

interpretation of reality to the peasants, but also fused the interpretation of reality 

with the traditional moral values possessed by the peasants, and thus legitimized 

the incentive to fulfill the state extraction quotas for the village. 
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Specifically, the authorities at central, provincial and county levels repeatedly 

emphasized that the 1950s were not only the post (“liberation”) war period, but 

also the period of preparation for the coming war (with imperialism in the world) 

(Chen 1951/4/4: 113; Guangdong Provincial Grain Bureau 1950/11/11: 98). It was 

emphasized that the fulfillment of the state extraction quotas were crucial to the 

preparation for the coming “War of Liberating Taiwan”, the industrial 

development and relief for the people in disaster areas (CCP A County Committee 

1954/8/12: 99).  

 

At the village level, through a series of village rituals in mass meetings, the class 

discourse were used to emphasize the (on-going and coming) war faced by the 

state and the sabotage by the “enemies” (“Bandits”, “local despots”, and other 

“bad elements” who had been cracked down on after 1949) in the village, and 

legitimize the state extraction. For instance, from September to October, 1951, 

when the Korean War was underway, the CCP A County Committee launched the 

“Opposing American Imperialism, Support Peace” Movement throughout the 

county. In the movement, the tax collection work teams were sent to the villages, 

and worked with the “gong and drum” teams and the students, to mobilize the 

peasants to sign the “Peace Signature Book”. In the Mo-gang Village in the Fifth 

Sub-district, among the 329 villagers, there were 322 villagers who went to the 

school to sign the “Peace Signature Book”. By the end of October, in A County, 

there were 142,767 residents who signed the book, accounting for more than 44.6 

percent of the population (CCP A County Committee 1950/12/2: 6). In 1954, 

when conducting the state purchase of grain in the village, the People’s 

Representative meetings were held at village level. At the meeting, it was 

emphasized that the enemies still attempted to commit crime in the village, and 
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the peasants were submitting the “patriotic grain” when selling grain to the state. 

After the meeting, broadcast and blackboard newspaper was used to propagate the 

policy about the state purchase of grain and the idea about the “patriotic grain” 

(CCP A County Committee 1954/8/12: 99).  

 

Thus, by emphasizing the (ongoing and coming) wars faced by the state, the need 

for grain to support the industrial development, and the hardship suffered by the 

people in the disaster areas; the CCP and the state fused the class discourse with 

the traditional moral values possessed by the peasants, united the peasants in the 

village by a shared understanding of moral responsibility to fulfill the state 

extraction quotas for the village, and thus legitimize the incentive to fulfill the 

state extraction quotas for the village (and the collective) in a traditional frame of 

reference.  

 

Second, from 1949 to 1956, by fusing the concept of “exploitation” with the 

traditional moral values possessed by the peasants through the rituals in “speaking 

bitterness” meetings, the moral roots of the redistribution of wealth from the rich 

and the upper middle peasant households to the poor and the lower-middle 

peasant households were maintained in the moral values embodied in the 

traditional moral discourse, and thus permitted the redistribution of wealth 

between the two groups of peasant households to be legitimized. 

 

In 1950s, through a series of rituals in “speaking bitterness” meetings, the concept 

of “exploitation” in the framework of class discourse was fused with traditional 

moral values possessed by the peasants in the village. Through the rituals in the 

“speaking bitterness” meetings, it was emphasized that the rich and the 
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upper-middle peasants tended to pursue an increase in their well-being at the 

expense of the poor and the lower-middle peasant households. Under these 

circumstances, the concentration of wealth in the hands of the rich and the 

upper-middle peasants tended to be recognized by the peasants as illegitimate; and 

the redistribution of wealth from the rich and upper-middle peasant households to 

the poor and the lower-middle peasant households was recognized as the process 

whereby the injustice was avenged, and thus was legitimate. 

 

In A County, the “speaking bitterness” meetings were frequently held by the new 

regime at the county, sub-district, and village levels throughout 1950s. For 

instance, in the “Eliminating Bandits and Opposing Local Despots” Campaign 

from July to September, 1950, the CCP A County Committee organized 1,450 

speak bitterness meetings, and 5,446 peasants who had been mistreated by the 

landlords and the rich peasants, were trained to “hosts of bitterness” (“ku-zhu”) 

(who were encouraged to expose their sufferings at the meetings) (CCP A County 

Committee 1950/9/27: 173). Actually, the mass campaigns throughout the 1950s 

tended to be accompanied by the speaking bitterness meetings.  

 

In the speaking bitterness meeting, a series of rituals were used to attribute the 

suffering of the poor and the lower-middle peasants to the exploitation by the rich 

and the upper-middle peasants (including the landlords), and to attribute the 

well-being of the rich and the upper-middle peasant households to the exploitation 

of the poor and the lower-middle peasants. Generally, the speaking bitterness 

meeting could be divided into two subsequent sessions. Firstly, the peasants 

attending the meeting would be arranged into several groups; and within each 

group, the “host of bitterness”, who had been coached by the work team members 
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sent to the village, would be encouraged to speak out the bitter memories of the 

past, and to tell their stories about how they had been mistreated by the landlords, 

the rich peasants and the other wealthy peasants. Being driven by the host of 

bitterness, each of the peasants tended to expose his suffering, and to compare the 

suffering of each other (“bi-ku”). At the session, the work team made an attempt 

to let the peasants know that “the suffering of one peasant is different from that of 

another, but each (poor) peasant suffered because of the exploitation by the 

landlords, the rich and the other wealthy peasants” (CCP A County Committee 

1951/11/10: 3).  

 

Secondly, the memorial meeting for the martyrs and the poor peasants killed by 

the landlords and the other wealthy peasants would be held at village, or 

sub-district, or county levels. At the meeting, the typical hosts of bitterness would 

be encouraged to step forward to expose their sufferings. The cadres and the 

peasants attending the meeting were strongly encouraged to cry, and to make a 

vow to the dead that they would revenge the martyrs and the dead peasants (CCP 

A County Committee 1950/9/30: 171-2; CCP A County Committee 1951/11/10: 4). 

At the session, the peasants within the interwoven relationships of kinship and 

community were classified into two groups: “the poor and the lower-middle 

peasants” and “the rich and the upper-middle peasants”. The former were 

encouraged to revenge on the latter in order to avenge injustice in the village, 

within the traditional frame of reference.       

      

Through the rituals in the speaking bitterness meeting, the moral root of the 

concept of “exploitation” was maintained in the traditional moral values held by 

the peasants in the village. It thus led to the diminishing of legitimacy of the 
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landlords and other wealthy peasants in the village, and legitimized the 

redistribution of wealth from the rich and the upper-middle peasant households to 

the poor and the lower-middle peasant households. Specifically, just as I have 

described in Chapter 4, according to the moral values embodied in the traditional 

informal institutions in rural China, the deliberate actions taken by the rich and the 

upper-middle peasants (who were usually local elites) to pursue an increase in the 

incomes of their own family tended to be tolerated by the local community, as 

long as the local elites took the role of patron and protector in the village. Yet, 

through the rituals at the speaking bitterness meeting, it was believed by the 

peasants that the rich peasants and the other wealthy peasants not only 

relinquished their responsibility to protect the poor peasant households in the 

village, but also pursued an increase in the well-being of their own families at the 

expense of the livelihood of the poor peasant households (Investigation Team of 

the first and sixth sub-districts 1951/12/5: 25). Therefore, according to the class 

discourse which was fused with traditional moral values held by the peasants, the 

concentration of wealth in the hands of the landlords and the rich peasants were 

essentially illegitimate, and the redistribution of wealth from the rich and the 

upper-middle peasant households to the poor and the lower-middle peasant 

households were an attempt to avenge injustice, and thus legitimate. 

 

Therefore, through the rituals in the speaking bitterness meeting, the class 

discourse was fused with the traditional moral values possessed by the peasants, 

and legitimized the incentive to redistribute wealth from the rich and the 

upper-middle peasant households to the poor and the lower-middle peasant 

households. 
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5.4 Conclusion  

By 1956, the forms of state extraction (including agricultural taxation and state 

purchase of grain) manifested themselves as “impost on normal annual grain 

harvest of land” and “a mixture of wage contract and tax-farming contract”; the 

structures of local organizations included the mechanism constraining the heads 

and the recorders in the organization, the mechanism allocating grain harvest 

among the member households in the organization, and the right of the member 

household to withdraw from the organization; and the informal institutions in state 

extraction was class discourse. 

 

Specifically, the forms of state extraction, together with the structures of local 

organizations in rural China imposed on the heads and the recorders in the local 

organizations the incentive to fulfill the state extraction quotas for the collective, 

the incentive to divert wealth from the rich and the upper-middle peasant 

households to the poor and the lower-middle peasant households in the collective, 

the incentive to ensure that the well-being of the rich and the upper-middle 

peasant household was not reduced after joining the cooperative, and the 

disincentive to extracting non-statutory surcharges from the local community; 

while the class discourse, through a series of village rituals in the peasant 

meetings, was fused with traditional moral values possessed by the peasants in the 

village, and thus legitimatized the incentives imposed by the forms of state 

extraction and the structures of local organizations on the heads and the recorders 

in the local organizations. 
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Chapter 6 Actions and interactions of the state, heads and 

recorders in the collective and the common peasants, and 

efficiency of state extraction 

This study follows the ‘revised’ new institutionalism model to understand the role 

of local organizations in state extraction. In considering the efficiency of state 

extraction in rural China from 1949 to 1956, it thus emphasizes the centrality of 

the actions and interactions of the state, heads and recorders in the collective, and 

the common peasants. In the preceding chapter, I indicated how the collective in 

rural China was open to the environment, and illustrated by 1956 how the forms 

of state extraction and the structures of the collective imposed on the heads and 

the recorders in the collective the incentives, such as the incentive to fulfill the 

state extraction quotas for the collective, the incentive to divert wealth from the 

rich and the upper-middle peasant households to the poor and the lower-middle 

peasant households in the collective, the incentive to ensure that the well-being of 

the rich and the upper-middle peasant household was not reduced after joining the 

cooperative, and the disincentive to extracting non-statutory surcharges from the 

local community. It was also shown how the class discourse imposed by the state 

was fused with traditional moral values possessed by the peasants in the village, 

and thus legitimatized the incentives imposed by the forms of state extraction and 

the structures of local organizations on the heads and the recorders in the 

collective.  

 

In the present chapter, I would illustrate how the actions and interactions of the 

state, the heads and the recorders in the collective, and the common peasants, 
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under the forms of state extraction, the structures of the collective and the 

informal institutions (the class discourse imposed by the state and the Confucian 

moral discourse interwoven with the Buddhist, the Daoist and the local cult 

discourses in the village), led to not only (social) efficiency of state extraction for 

the whole society but also (private) efficiency for the state, the rich and the 

upper-middle peasant households, the poor and the lower-middle peasant 

households and the peasant households with insufficient labor respectively by 

1956. 

 

Specifically, Section 6.1 illustrates how the forms of state extraction, including 

“impost on normal annual grain harvest of land” and “a mixture of wage contract 

and tax-farming contract between the state and the state agents (heads and 

recorders in the collective)”, together with the structures of the collective in the 

village, led to initial allocation of variety of transaction costs among the state, rich 

and upper-middle peasant households, and poor and lower-middle peasant 

households. Section 6.2 illustrates how the actions and interactions of the state, 

heads and recorders in the collective and the common peasants led to a decrease in 

the transaction costs of state extraction, and thus contributed to an improvement in 

the efficiency of state extraction for the whole society. Section 6.3 illustrates how 

the state, the poor and the lower-middle peasants, the rich and the upper-middle 

peasants and the peasants whose households had insufficient labor, used the tools 

imposed by the forms of state extraction and the structures of the collective to 

divert the efficiency of state extraction. 
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6.1 Varieties of transaction costs borne by the state, rich and 

upper-middle peasant households, and poor and lower-middle 

peasant households 

By revising the new institutionalism model, the current study understands the 

efficiency of state extraction in broader social context (rather than focuses only on 

the private efficiency of state extraction for the state or the ruler), and thus 

involves the transaction costs on all the actors in state extraction into the scope of 

study, which include “transaction costs directly imposed on state extraction” (C1) 

and “social loss incurred through state extraction” (C2) (see Chapter 2). 

Specifically, from 1949 to 1956, in rural China, “transaction costs directly 

imposed on state extraction” (C1) included the transaction costs of controlling 

state agents (heads and recorders in the collective) and the collection costs of state 

extraction, while “social loss incurred through state extraction” (C2) included the 

social loss arising from the imposition of non-statutory surcharges by heads and 

recorders in the collective, and the social loss arising from shirking in collective 

farming. 

 

Being similar to what had happened in rural China before 1949 (see Chapter 4), 

by 1956, the forms of state extraction (agricultural tax and state purchase of grain), 

including the form of “taxation”44 (which manifested itself as “impost on normal 

annual grain harvest of land”), and the contract between the state and the state 

agents (heads and recorders in the collectives) (which manifested itself as a 

                                                      
44 It may be argued that the state purchase of grain should not be recognized as taxation, since 
the state paid for the grain extracted from rural China under the system of state purchase and 
sale of grain (or “system of unified purchase and unified sale of grain”) (Shue 1980). Yet, since the 
state purchase of grain was a mechanism for state acquisition of agricultural produce in rural 
China, and this study focuses on the state extraction of grain in rural China; the state purchase 
was involved into the scope of study.  
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mixture of wage contract and tax-farming contract); together with the structures of 

the collective in the village, led to initial allocation of variety of transaction costs 

among the state, rich and upper-middle peasant households, and poor and 

lower-middle peasant households45.  

 

First, under the mixture of wage contract and tax-farming contract between 

the state and the state agents (heads and recorders in the collective), the state 

tended to bear the cost of controlling state agents, including cost of 

monitoring state agents and enforcement cost (the cost of sanctioning 

opportunistic behaviors of agents).  

 

Under the mixture of wage contract and tax-farming contract between the state 

and the state agents (heads and recorders in the collective), the state bear the cost 

of controlling agents, which included cost of monitoring agents and enforcement 

cost (cost of sanctioning opportunistic behaviors of agents)46 (Kiser & Schneider 

1994: 190; Levi 1988: 32). From 1949 to 1956, quotas of agricultural tax and state 

purchase of grain were imposed by the state on the village and the collective. 

Under these circumstances, the heads and the recorders in the collective, to some 

                                                      
45 In contrast to the above analysis of state extraction in rural China before 1949 which focuses 
on the allocation of transaction costs among the state, state agents’ (lineage leaders and 
recorders in lijia organization, local bosses) households, and common peasant households; the 
analysis of state extraction in rural China after 1949 focuses on the allocation of transaction costs 
among the state, lower and middle-peasant households, and rich and upper-middle peasant 
households. There are two reasons. Firstly, from 1949 to 1956, the peasant family remained the 
basic unit of consumption in the collective and the village from 1949 to 1956 (Central Committee 
of CCP 1953: 119-20; Standing Committee of the NPC 1956: 351; Siu 1989: 2); Secondly, the state 
agents (heads and recorders in the collective) tended to be from poor and lower-middle peasant 
households, and relied on the poor and lower-middle peasant households to enforce compliance 
during the process of state extraction in the village (Mao Zedong 1955a; CCP A County Committee 
1954/12/31: 57). 
46 Besides the costs illustrated above, the cost of recruiting agents was borne by the state. In 
order to simplify the analysis, the cost of recruitment was not involved into the scope of the 
study. 
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extent, had the discretion to modify the collection rates for the member 

households in local organization, only if the quota for the collective was fulfilled, 

no non-statutory surcharges were imposed on the collective, and the class line of 

CCP was implemented. Thus, the state had to monitor the collection process in the 

village and to sanction the detected opportunistic behaviors of the state agents, 

with the aim of ensuring that the quota handed down was fulfilled, that no 

non-statutory surcharges were imposed on the households and that the class line 

was implemented in local community. Therefore, the state bore the transaction 

cost associated with controlling of state agents (heads and recorders in the 

collective) in state extraction.  

 

Firstly, the state must monitor the state extraction process to ensure that the quotas 

for the collective and the village were fulfilled, and thus bore the transaction cost 

associated with detecting the village cadres’ complicity in concealing grain 

harvest of the collective and sanctioning the detected opportunistic behaviors of 

the heads and the recorders in the collective. From 1949 to 1956, the heads and 

the recorders in the collective tended to underestimate yields and to conceal land, 

in order to decrease the assigned state extraction quotas for the collective and the 

village; and thus were admonished for having “one-sided benevolent governance 

thought” (“Pian-mian ren-zheng si-xiang”). For instance, in the summer 

collection of Agricultural Tax in 1950, in the Chi-zhou Village of the Fourth 

Sub-district in A County, among the 374 peasant households in the village, there 

were 128 households which were permitted by the village cadres to be free of 

taxation. The households which were free of taxation accounted for 34.22 of the 

total number of the households in the village, though it was stipulated that the 

households which were free of taxation should not be more than 20 percent of the 
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total number of the households in the village (CCP A County Committee 

1950/12/2: 6).  

 

In 1951, Guangdong Provincial Government issued the directive about land 

investigation and fixing yield in the village, and the directive emphasized that the 

attitude among cadres which was called “one-sided benevolent governance 

thought” (“Pian-mian ren-zheng si-xiang”), “localism” (“di-fang guan-dian”), 

and “concealing their own land and harvest” (“Dai-tou man-tian man-chan”), 

must be rectified (Guangdong Provincial Government 1951/3/24: 101). In 1954, 

during the process of collection of agricultural tax and state purchase of grain, the 

CCP A County Committee emphasized that the “rightist tendency thinking” 

(“you-qing qing-xu”) and the “one-sided peasant viewpoint” (“pian-mian 

nong-min guan-dian”) of the village cadres should be criticized (CCP A County 

Committee 1954/12/21: 109). In a word, the state bear the responsibility to control 

the heads and the recorders in state extraction to ensure that the information about 

the harvest of the collective (which the quota for the collective was assessed on) 

reported by the heads and the recorders in the collective was reliable, and the 

quota for the collective was fulfilled. 

 

Secondly, the state bore the transaction cost associated with detecting and 

sanctioning the imposition of non-statutory surcharges by the heads and the 

recorders in the collective. In Communist China, a series of directives were issued 

to prohibit non-statutory surcharges imposed on the peasant households 47 

                                                      
47 Note that, the state generally permitted the local government to collect statutory “local 
surcharges” (“di-fang fu-jia”) to fill the fiscal gap, and set an upper limit on the collection rate of 
surcharges (Finance Department 1994: 100-103, 170-1; Guangdong Provincial Government 1949: 
122; Guangdong Provincial Government 1950/7/16: 42). In 1952, the state abrogated the “local 
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(Finance Department 1994: 100-103, 170-1; Guangdong Provincial Government 

1949: 122; Guangdong Provincial Government 1950/7/16: 42). As regards the 

heads and the recorders in the collective, although the relatively fixed state 

extraction quota for each household, together with the publicizing of the burden 

on each household in the village, to a great extent, deprived the heads and the 

recorders in the collective of the opportunity to overtly impose non-statutory 

surcharges on the common peasant households; the heads and the recorders in the 

collective tended to use their discretionary power of allocating harvest among the 

member households and the concrete information about the revenues and the 

expenditures of the collective to divert extra revenues from the collective, and 

thus covertly imposed non-statutory surcharges on the peasant households.  

 

For instance, in A County, from 1949 to 1956, the opportunistic behaviors 

conducted by the heads and the recorders in the collective included using public 

money for building unnecessary office buildings, using public money for buying 

unnecessary stationary, and even directly appropriated public money to their own 

use by falsifying accounts (Agricultural Section of A County People’s Committee 

1956/5/8: 265-6; Production Cooperation Section of A County Committee of CCP 

1956/12/22: 270). In order to minimize the deadweight loss arising from the 

opportunistic behaviors of the state agents48, the state took the responsibility of 

                                                                                                                                                 
surcharge on agricultural tax”, and proclaimed that the fiscal expenditures (for allowances for 
village cadres, salaries for village primary school teachers, operation of local administration and 
primary school) at village level would be covered by government (Government Administration 
Council 1952: 110; Finance Department 1994: 103). Yet, since the administrative and personal 
expenses of the officials at village level could not be met by the inadequate state revenue, the 
state permitted the local government to resume the agricultural tax surcharge in 1953 (Finance 
Department 1994: 170). 
48 Although under the mixture of wage contract and tax farming contract, the state tended to 
shift the social loss arising from the opportunistic behaviors of the state agents to the local 
community; the state had to bear the social loss in the long term, and would be faced with an 
increase in the “public good factor input” (G) (such as the cost of enforcing constituents’ 
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detecting and sanctioning the imposition of non-statutory surcharges, and thus 

bore the cost of controlling the imposition of non-statutory surcharges by the 

heads and the recorders in the collective.  

  

Thirdly, the state bore the transaction cost associated with monitoring the heads’ 

and the recorders’ implementing of the CCP’s class line in the village. Just as I 

have illustrated in Chapter 5, in state extraction, the Party’s class line in 

countryside was expressed as “relying on poor peasants, allying with middle 

peasants, and limiting rich peasants” (Liu 1955: 134-5; CCP A County Committee 

1954/12/31: 57), and “relying on poor peasants and the (former and new) 

lower-middle peasants” (Mao 1955a: 445; CCP A County Committee 1954/12/31: 

57). Specifically, when distributing the state extraction burden (including 

agricultural tax and the compulsory purchase of grain) among the households in 

the village, and allocating the grain harvest among the member households in the 

collective; the heads and the recorders in the collective and the other cadres were 

required not only to ensure that adequate grain was extracted from the rich and the 

upper-middle peasant households, but also to ensure that adequate grain was left 

for the poor and the lower-middle peasant households to meet consumption 

requirement. Thus, the state, on the one hand, bore the transaction cost associated 

with controlling the state agents to ensure that the concealed production of the 

rich peasant households was exposed; on the other hand, bore the transaction cost 

associated with controlling the heads and the recorders in the collective to ensure 

that the poor peasant households had adequate grain to meet consumption 

requirement.  

 
                                                                                                                                                 
compliance) (see Chapter 2).  
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For instance, in the summer collection of agricultural tax in 1951, in the third 

sub-district of Sui-xi County and the Lu-zhou village in the seventh sub-district in 

Hui-yang County (in Guangdong Province), the heads and the other village cadres 

encouraged the poor peasants to take the lead in paying agricultural tax. As a 

result, the village cadres were criticized by Province Finance Department for 

shifting the burden from the rich peasant households to the poor peasant 

households (Guangdong Provincial Finance Bureau 1951/10/26: 45). And in 1955, 

the heads and the recorders in Hou-xi-yang Agricultural Cooperative in A County 

were criticized for allocating the grain harvest of the cooperative among the 

member households solely based on the household’s contribution to the reserve 

fund of the collective, and the heads and the recorders in the Ying-shan 

Agricultural Cooperative were criticized for inadequate grain distribution to the 

poor peasant households in the cooperative (Production Cooperation Section of A 

County Committee of CCP 1956b: 251-2).  

 

Second, the collection cost, including the cost of measuring revenue sources, 

the cost of delivering revenue, and the cost of monitoring and enforcing 

constituent compliance, tended to be shared by the rich and the upper-middle 

peasant households and the poor and the lower-middle peasant households.  

                                                                                                                                                                                                                                              

Under the mixture of wage contract and tax farming contract, together with the 

structures of the collective in the village, the transaction cost of collection of 

agricultural tax and state purchase of grain, including the cost of measuring 

revenue sources, the cost of delivering revenue, and the cost of monitoring and 

enforcing constituent compliance, tended to be imposed on the local organization, 

and shared by the rich and the upper-middle peasant households and the poor and 
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the lower-middle peasant households. 

 

Firstly, the cost of measuring revenue sources tended to be shared by the rich and 

the upper-middle peasant households and the poor and the lower-middle peasant 

households. In general, the cost of measuring revenue sources is the cost of 

identifying the separable parts of the economy and of measuring the inputs and 

outputs of each (Levi 1988: 29; North 1981: 23, 26-7). In the state extraction in 

rural China, although it was the recorders in the collective who took the 

responsibility of measuring revenue sources in the village, the peasant households 

in the collective had to pay for the work done by the recorders in the collective, 

and thus bore the cost of measuring revenue sources in rural China.  

 

Specifically, the system of evaluating and calculating the work done by the 

recorders in the collective tended to be “Guaranteed Work” System 

(“Bao-gong-zhi”), which involved assigning work points to the work done by the 

recorders. Under the “Guaranteed Work” System, the work points credited to the 

recorder in a collective were calculated on the basis of the scale of the collective. 

In A County, six to eight “gong” (standard labor-day value, consisting of ten 

“gong-fen” or work points) per month would be assigned to the recorder 

(accountant) in the collective which comprised less than thirty member 

households, eight to twelve “gong” per month would be assigned to the recorder 

in the collective which comprised thirty-one to fifty member households, and 

twelve to sixteen “gong” per month would be assigned to the recorder in the 

collective which comprised fifty-one to one hundred member households. If the 

collective was consisted of more than 100 households, it was permitted to hire a 

full-time accountant. In addition, when the work was onerous (for instance, when 
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allocating grain harvest and settling account at the end of the year), or for the 

unskilled recorder, bonus work points would be credited to the recorder 

(Production Cooperation Section of A County Committee of CCP 1956/2/8: 264). 

Therefore, the member households in the collective actually paid for the work 

done by the recorder in the collective, and thus bore the cost of measuring revenue 

sources. 

 

Secondly, the cost of delivering revenue was directly borne by “the rich and the 

upper-middle peasant households” and “the poor and the lower-middle peasant 

households”. The cost of delivering revenue was the cost associated with 

delivering grain to the granary when paying agricultural tax and selling grain to 

the state. Since the peasant households in the collective were required to send the 

grain to the granary (or other state agencies), the peasant households (including 

the rich and the upper-middle peasant households and the poor and the 

lower-middle peasant households) tended to bear the cost of delivering revenue49 

(Central People’s Government Council 1950: 58-9; State Council 1955: 287). 

Specifically, the peasant households in a village tended to deliver the grain to the 

granary collectively, and handed over the grain to the cadres at the storehouse 

based on a specific amount of households or the collective as a unit. For instance, 

in 1952 autumn collection of agricultural tax in A County, the peasant households 

in a village were divided into several units called “lian-zu” (“united teams”), each 

consisting of 30 households. The peasants in a village would collectively deliver 

grain to the granary, and paid agricultural tax to the cadres at the granary based on 

                                                      
49 By law peasants were to be reimbursed if they travelled over 100 li (about 31 miles) roundtrip 
to deliver their grain to the storehouse or the state agency (Central People’s Government Council 
1950: 58-9; Shue 1980: 138). In fact, in North China, the peasants tended to travelled from 100 li 
to 200 li without reimbursement when delivering grain (Ye 1950: 101). 
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the “lian-zu” as a unit (CCP A County committee 1952a: 78-9). After 1954, as the 

Agricultural Cooperative gradually became the most common form of 

collectivization in the village, the peasant households in a village tended to deliver 

the state extraction (agricultural tax and state purchase of grain) revenue to the 

granary, and submit the grain to the cadres at the storehouse based on the 

cooperative as a unit (CCP A County Committee 1954/11/4: 79-83; CCP A County 

Committee 1954/12/12: 117).  

 

Thirdly, the cost of monitoring and enforcing constituent compliance tended to be 

borne by the poor and the lower-middle peasant households. The cost of 

monitoring and enforcing constituent compliance is the cost associated with 

detecting and sanctioning the constituent non-compliance in state extraction (Levi 

1988: 29-30; North 1981: 18-19, 28). Under the Party’s class policy which 

emphasized “relying on poor peasants and the (former and new) lower-middle 

peasants” (Mao 1955a: 445; CCP A County Committee 1954/12/31: 57), the poor 

and the lower-middle peasant households tended to bear the responsibility of 

pinpointing and punishing non-compliance of constituents in the village, and thus 

bore the cost of monitoring and enforcing constituent compliance.  

 

Specifically, the heads and the recorders in the collective tended to organize the 

poor and the lower-middle peasants to detect grain of poor quality and to enforce 

compliance of the peasant households. For instance, in the 1951 summer 

collection of agricultural tax in Hou-xi-yang village in A County, a rich peasant 

was found mixing sand with rice when paying agricultural tax by the Peasant 

Association (which consisted mostly of the poor and the lower-middle peasants), 

and was asked to take back the grain, and to submit pure grain (CCP A County 
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Committee 1951/8/31: 94). And in 1952 autumn collection of agricultural tax, in 

the second sub-district in A County, it was stipulated that it was only after all the 

households in a “united team” (“lian-zu”, which comprised 30 households) had 

fulfilled their obligation to pay the agricultural tax that the peasant households in 

the team would receive their tax receipts. Therefore, in Zhu Village of the 

sub-district, a household in a united team refused to pay agricultural tax, and were 

pressed to pay tax by the other 29 peasant households of the same team. The 29 

peasant households assailed the household shirking tax responsibility, and said 

that “we are patriotic, why aren’t you patriotic?” (CCP A County committee 

1952a: 78). 

 

Third, the social loss incurred through state extraction, including the 

“deadweight loss” arising from the “incentive-distorting” effects of state 

extraction and the “deadweight loss” arising from the inefficient institutional 

arrangements in state extraction (and production), tended to be borne by the 

rich and the upper-middle peasant households and the poor and the 

lower-middle peasant households.  

 

The “social loss” incurred through state extraction is the “deadweight loss” 

prompted by the “incentive-distorting” effects of state extraction on the 

production and the inefficient institutional arrangements in state extraction and 

production (McGuire & Olson 1996: 72, 75; North 1981: 37-38). Specifically, 

from 1949 to 1956, in rural China, the social loss incurred through state extraction 

included the social loss arising from imposition of non-statutory surcharges on the 

village by the heads and the recorders in the collective and the social loss arising 

from shirking in production prompted by ineffective monitoring and inadequate 
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sanction in local organization; and tended to be borne by the rich and the 

upper-middle peasant households and the poor and the lower-middle peasant 

households. 

 

In rural China, one of the most common forms of social loss incurred through 

state extraction is the social loss arising from the incentive-distorting effect of 

non-statutory surcharges imposed by the heads and the recorders in the local 

organizations. State extraction itself is essentially “incentive-distorting” for 

production, and leads to decreased production (McGuire & Olson 1996: 75, 81; 

Levi 1988: 33). That is, the state extraction tends to bring about social loss arising 

from the incentive-distorting effect of state extraction on production. Just as I 

have illustrated above, in traditional China, the heads and the recorders in local 

organizations (especially the local bosses in rural community throughout the first 

half of twentieth century) were inclined to divert excessive amounts of 

non-statutory surcharges from the village, and thus brought about an increase in 

the social loss arising from the incentive-distorting effect of state extraction on 

production (see Chapter 4). Similarly, from 1949 to 1956, the heads and the 

recorders in the collective tended to use their discretionary power of allocating 

harvest among the member households in the collective and the concrete 

information about the revenues and the expenditures of the collective, to (covertly) 

impose non-statutory surcharges on the village, and thus led to social loss arising 

from the “incentive-distorting effect” of non-statutory surcharges on production. 

 

For instance, the imposition of non-statutory surcharges by the heads and the 

recorders in A County from 1949 to 1956 included appropriating excessive 

amounts of grain to their own families when distributing grain rations, assigning 



199 
 

to their own families more work points than the families had actually earned, and 

appropriating public money to their own use. In 1956, the head of the Second 

Agricultural Cooperative in the He-tian Village, when distributing grain ration, 

allocated to his own family member 165 kilogram per capita, and allocated to the 

other peasants in the collective 130 kilogram per capita (Production Cooperation 

Section of A County Committee of CCP 1956/1/28: 235). Also in 1956, the 

recorder in the Sixth Team of Li-ji Agricultural Cooperative credited bonus work 

points to himself, and increased the work points of himself by 61.96 “gong” 

(standard labor-day value, consisting of ten “gong-fen” or work points) 

(Production Cooperation Section of A County Committee of CCP 1956/12/22: 

270). And the recorder in the First Agricultural Cooperative in Lin-zhang Village 

embezzled 366.77 yuan by falsifying accounts (Production Cooperation Section of 

A County Committee of CCP 1956/2/8: 264).  

 

Also in rural China, ineffective monitoring and inadequate sanction in the 

institutional arrangements of the local organization (which was the agricultural 

production unit) would lead to a decrease in production, and thus led to the social 

loss arising from shirking in production. Just as I have illustrated above (see 

Chapter 5), after 1952, the collective (including the Mutual Aid Teams and the 

Agricultural Production Cooperatives) in rural China, tended to become the 

agricultural production unit in a village, which tended to bring major means of 

production under unified management, and to enable the exchange of labor among 

the member households (Central Committee of CCP 1953: 119-20; Shue 1980: 

149-52; Standing Committee of the National People’s Congress 1956: 329-30; 

Central Committee of CCP 1953: 119-20; Shue 1980: 155), while the peasant 

family remained the basic unit of consumption in the collective (Siu 1989: 2; 
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Central Committee of CCP 1953: 119-20; Standing Committee of the NPC 1956: 

351). Under these conditions, if there was ineffective monitoring of each peasant’s 

effort contribution in agricultural production, and inadequate sanction against 

shirking by the peasants in production, in the structures of the collective; there 

would be little connection between an individual peasant’s effort and the welfare 

of his family. That is, even if an individual peasant’s effort was completely 

unproductive, there would be insignificant decline in the livelihood of his own 

family. Therefore, the member peasants in the collective would be tempted to 

shirk in production, and led to a decrease in production, which was what I mean 

by “the social loss arising from shirking in production”.  

 

After 1952, in A County, it is not uncommon that the shirking conducted by 

peasants in collective agricultural production led to social loss (a decrease in 

agricultural production), and even disintegration of the collective. For instance, in 

1954, the head of Xie-de-yong Mutual Aid Team in Hua-long Village, tried his 

best to help the other peasants in the team plough their land. Yet, when he asked a 

teammate to help him apply fertilizer to the fields of his own family, the teammate 

excused himself on the pretext of having work to do. The head complained 

bitterly that “I worked on your field as hard as I can, (but get nothing in return). If 

there is not mutual assistance in mutual-aid team, is there any difference between 

the Mutual Aid Team and the household farm?” The head thus chose to withdraw 

from the team, and led to disintegration of the collective (First Sub-district 

Investigation Team of Inspection Team of Production Office of A County 1954/5/3: 

27-8). In 1955, in some Agricultural Cooperatives where the piecework method of 

evaluating the work done by the member peasants was poorly adopted, the 

peasants were eager to do light work, and evaded heavy work. It also led to great 
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social loss (a decrease in agricultural production) (Production Cooperation 

Section of A County Committee of CCP 1955/6/9: 52).  

 

Note that, under the mixture of wage contract and tax-farming contract between 

the state and the state agents (heads and recorders in the collective), both the 

social loss arising from the incentive-distorting effect of non-statutory surcharges 

imposed by the state agents (heads and recorders in the local organization) and the 

social loss arising from shirking by the peasants in production, were imposed on 

the collective, and borne by the peasant households (including the rich and the 

upper-middle peasant households and the poor and the lower-middle peasant 

households). In contrast to the wage contract under which the state bears t (the 

constant average state extraction rate) percent of the total social loss on the 

production, the mixture of wage contract and tax farming contract permitted the 

Communist state to impose state extraction quota on the villages, and to be free 

from the burden of social loss of state extraction to a great extent50 (McGuire & 

Olson 1996: 72, 75, 77). When this was the case, the social loss of state extraction 

tended to be shared by the peasant households in the collective (including the rich 

and the upper-middle peasant households and the poor and the lower-middle 

peasant households).  

 

6.2 Decrease in transaction costs and improvement in the 

efficiency of state extraction for the whole society 

By 1956, in rural China, the actions and interactions of the state, heads and 

                                                      
50 It is noteworthy that the increase in the social loss of state extraction may lead to an increase 
in the “public good factor input” (G) (such as the cost of enforcing constituents’ compliance) (see 
Chapter 2), and “public good factor input” (G) was borne by the state; though the state tended to 
be free from the burden of social loss of state extraction under the mixture of wage contract and 
tax-farming contract.  
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recorders in the collective and the common peasants led to a decrease in 

transaction costs of state extraction, and thus contributed to an improvement in the 

efficiency of state extraction for the whole society. Firstly, the bureaucratic and 

non-bureaucratic monitoring devices and state’s monopoly on coercive resources 

led to a decrease in the transaction costs of controlling heads and recorders in the 

collective, including monitoring cost and enforcement cost. Secondly, the 

redistribution of wealth from the landlord and the rich peasant households to the 

poor and the lower-middle peasanst households in a series of peasant campaigns, 

the manipulation of the traditional moral values and the mobilization of the poor 

and the lower-middle peasants in the “Uncovering Black Rural Land” 

(“Cha-hei-ji-hei”) Campaign, the use of lump sum payments from collectives, the 

private information possessed by the peasants in the collective, and the increasing 

use of written records led to a decrease in the collection cost of state extraction in 

rural China. Thirdly, the bureaucratic and the non-bureaucratic monitoring devices 

(including the accounting institutions at county, sub-district and village levels, the 

work teams sent to the village, and the training class for cadres), a series of 

sanctions (including removal from office, forced labor, forfeit, criticism and mass 

struggle at mass meetings, detention, and trial) for opportunistic behaviors, and 

the dependence of heads and recorders in the collective on the state, contributed to 

a decrease in the social loss arising from the imposition of non-statutory 

surcharges by heads and recorders in the collective. Fourthly, the “Guaranteed 

Work” System (“Bao-gong-zhi”) for evaluating and calculating the work done by 

the peasants in a collective, and the member household’s right to withdraw from 

the collective led to a decrease in the social loss arising from shirking in collective 

farming. 
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It can be admitted that in the early period of the PRC (1949 to 1950), the 

transaction costs of state extraction in A County, including the costs of controlling 

state agents in state extraction, the collection cost of state extraction and the social 

loss incurred through state extraction, tended to be high. Early in 1949 when the 

CCP troops controlled A County and set up A County Military Control 

Commission (Gazetteer of A County 2002: 26), since A County was the first 

county controlled by the CCP in Chao-shan Area (CCP A County Committee 

1950/12/2: 2), the relatively high agricultural tax quotas were imposed on A 

County (and the other newly liberated counties) in order to fulfill the need of the 

CCP troops marching to South China. In the summer collection of agricultural tax 

in 1949, within only one month, 10699.081 shi (695.44 ton) of rice was extracted 

from the villages in A County; and 9800 shi (637 ton) of rice, out of the 

agricultural tax revenue, was transported out of A County for meeting the need of 

the CCP troops marching to the South (“Nan-xia-da-jun”). And by March 18, 

1950, in the autumn collection of agricultural tax in 1949, 36049.16 shi (2343.20 

ton) of rice was extracted from A County (CCP A County Committee 1950/12/2: 2, 

3). 

 

Firstly, in the early period of the PRC (1949 to 1956), the state agents’ violations 

of the regulations governing agricultural tax collection reflected the relatively 

high cost of controlling state agents in state extraction and the relatively high 

social loss incurred through state extraction. From 1949 to 1950, in A County, 

some local officials, in order to fulfill the agricultural tax quotas assigned to the 

county, violated the regulations governing the agricultural tax collection and 

resorted to coercion to extract resources from the peasant households. In the 

autumn collection of agricultural tax in 1949, there were 542 violations of 
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regulations including unlawful arresting peasants, beating peasants, locking the 

doors of the peasant households, and ransacking homes. Among the victims, 83 

were landlords, 224 rich peasants, and 215 middle or poor peasants (CCP A 

County Committee 1950/12/2: 3). The relatively high rate of state agents’ 

violations of regulations reflected not only the relative difficulty of controlling 

state agents and thus the high cost of controlling state agents, but also the high 

social loss arising from the violations of regulations. 

 

Secondly, in the early period of the PRC (1949 to 1950), the peasants’ complaints 

and even resistance against state extraction led to the high cost of delivering 

revenue and the high cost of monitoring and enforcing constituent compliance. In 

the early period of the PRC (1949 to 1950), since the CCP regime in A County 

“did not offer much benefits to the peasants, but kept asking for resources from 

the peasants” (CCP A County Committee 1950/12/2: 3), it was not uncommon that 

some peasants complained against or even resisted state extraction. In 1950, there 

was a fictitious rumour claiming that “the white flower representing KMT fades 

away now. The red flower representing CCP cannot always be in bloom. The 

yellow flower has come into bud, and will bloom soon. We won’t have to pay the 

agricultural tax!” (Chaoshannanlu Prefecture 1950:55) Some peasants said “the 

CCP troops are the same as the KMT’s. They also arrest us and lock our homes.” 

One work team in the Fourth District went to the villages to collect tax, and 

encountered a dog. Then a woman peasant said “I hope that the dog bite the men 

to death.” In Hua-lin District, even the children said “the CCP troops will extract 

our resources (Chan-di-pi)” (CCP A County Committee 1950/12/2: 3). 

 

More serious were resistance to tax is reported in the archives. By November 
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1950, in the whole country, “more than 3000 cadres in the grain bureau sacrificed 

their lives, and accounted for one twentieth of all the grain bureau cadres in the 

new regime” (Ye 1950/11/12: 102). From the end of 1949 to the end of 1950, in 

Guangdong Province, there were 45 officials, soldiers and citizens killed by 

bandits during the collection of agricultural tax (Guangdong Shengzhi Caizheng 

Zhi 1999: 33). In April of 1950, one religious organization called “Chang-fa-dang” 

organized Hudong Revolt (“Hu-dong Bao-dong”) which involved several 

hundreds of peasants. The armed rebels resisted taxation and robbed the official 

granaries (Gazetteer of A County 2002: 27). Although the government eventually 

cracked down on the revolt, one CCP cadre killed, and some members of peasant 

associations were found to be involved into the revolt (CCP A County Committee 

1952b: 205). The peasants’ complaints and their resistance against state extraction 

inevitably led to the high cost of monitoring and enforcing constituent compliance 

and the high cost of delivering revenue. 

 

Thirdly, the large amount of rural land concealed from the tax registers led to the 

high cost of measuring revenue sources. In 1949 when CCP troops first controlled 

Guangdong Province, the registers compiled by the KMT state before 1949 were 

used by the CCP regime as a source of information about the area and the normal 

harvest of the rural land which the state extraction was assessed on (CCP 

Guangdong Provincial Committee and Guangdong Provincial Government 

1949/12: 77). Nevertheless, it was emphasized that the registers are unreliable, 

and it was believed that there were a lot of rural lands concealed from tax 

registers.  

 

The concealed land and the concealed harvest was named respectively “black 
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rural land” (“hei-tian”) and “black harvest” (“hei-chan”) by the new regime. In 

1950, the Guangdong Provincial Grain Bureau claimed that “there was a lot of 

‘black rural land’ (in Guangdong), ‘black rural land’ can be found in every 

household and in every village” (Guangdong Provincial Grain Bureau 1950/8: 

37-8). The Guangdong Provincial Government estimated that the area of “black 

rural land” in Guangdong Province accounted for more than 20 percent of that of 

the registered land (Guangdong Provincial Government 1950/11/8: 84). The large 

amount of “black rural land” in the villages, together with the unreliability of the 

tax registers, led to the high cost of measuring revenue sources. 

 

Yet after 1950, although the burden of state extraction of grain on A County, with 

the outbreak of Korean War in 1950-1953 and the imposition of the state 

monopoly on the purchase and sale of grain after 1953, rocketed (see Figure 6.1); 

the transaction cost of state extraction in A County greatly decreased and thus 

contributed to a great improvement in the efficiency of state extraction. 

 
Figure 6.1 State Extraction Revenue from A County from 1949 to 1957 
SOURCE: The data was derived from Gazetteer of A County (2002: 368, 370, 404) and CCP 

A County Committee (1950/12/2: 2-3). 
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a. The state extraction revenue from 1949 to 1952 was the agricultural tax revenue, and the 

state extraction revenue from 1953 to 1957 included the agricultural tax revenue and state 

purchase of grain. 

b. After 1955, in A County, under the unified purchase and supply system, the state not only 

procured grain from the countryside, but also sold grain to “grain-short households” in 

the village. In this study, the amount of grain sold by the state to the households was not 

deducted from state grain procurement from the countryside.  

c. The conversion ratios used was in Perkins’s work (Perkins 2013: 314). 

 

In a word, although during the early period of PRC (1949-1950) the complaints 

and the resistance of some peasants in A County, together with the existence of 

rural land concealed from the tax registers, led to relatively high transaction costs 

of state extraction; after 1950, being faced with incentives imposed by the forms 

of state extraction and the structures of local organizations and the moral values 

embodied in the informal institutions, the actions and interactions of the state, 

heads and recorders in the collectives and the common peasants led to a decrease 

in the transaction costs of state extraction. By 1956, the actions and interactions of 

the state, heads and recorders in the collective and common peasants led to 

relatively low transaction costs of state extraction in A County.  

6.2.1 Decrease in the transaction costs of controlling state agents (heads and 

recorders in the collective)  

By 1956, in A County, the bureaucratic and non-bureaucratic monitoring devices 

and state’s monopoly on coercive resources led to a decrease in transaction costs 

of controlling heads and recorders in the collective, including monitoring cost and 

enforcement cost. On the one hand, the bureaucratic monitoring apparatus, 

supplemented by non-bureaucratic monitoring devices, made the information 

about the financial conditions of the collective available to the state, and thus led 

to a decrease in the transaction cost of monitoring heads and recorders in the 
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collective. On the other hand, the monopolization of coercive resources in the 

hands of the state reduced the difficulty of enforcing compliance, and thus led to a 

decrease in the cost of sanctioning the opportunistic behaviors of the state agents 

(the enforcement cost).  

 

First, the bureaucratic and the non-bureaucratic monitoring apparatus, 

including the accounting institutions at county, sub-district and village levels, 

the telephone network deployed across rural areas, the work teams sent to 

the village, and a series of representative meetings, contributed to a decrease 

in the cost of monitoring heads and recorders in the collective. 

Just as I have illustrated, before 1949, the local bosses’ possession of private 

information about the financial conditions of the households in the village led to 

information asymmetry between the state and the local bosses (state agents), and 

contributed to an increase in the cost of monitoring the local bosses (see Chapter 

4). Yet, after 1949, the bureaucratic monitoring apparatus, together with 

non-bureaucratic monitoring devices, made the information about the financial 

conditions of the collective available to the state, and thus led to a decrease in the 

cost of monitoring state agents (heads and recorders in the collective). 

 

Firstly, the accounting institutions established at county, sub-district, and village 

levels, together with the telephone network deployed in rural areas, contributed to 

a decrease in the cost of monitoring heads and recorders in the collective. On the 

one hand, the accounting institutions, which was recognized as “Accountancy 

Mutual Aid Network” (“Kuai-ji hu-zhu-wang”) in rural China, made the 

information about the financial conditions in the collective available for the state, 

and thus contributed to a decrease in the cost of monitoring heads and recorders in 
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the collective. In 1955, Mao Zedong emphasized that “the Accountancy Mutual 

Aid Network at the sub-district level, which is comprised of accountants from 

production cooperatives, supply and marketing cooperatives, and credit 

cooperatives, is a good method for expanding the accountants’ knowledge and 

improving their skill” (Mao 1955b: 454). Just as I have illustrated, in 1950s, in A 

County, the “Agricultural Production Cooperative Accountancy Guidance 

Committee” (“Kuai-ji zhi-dao wei-yuan-hui”) at county level, the “Agricultural 

Production Cooperative Accountancy Guidance Team” (“Nong-ye-she cai-wu 

kuai-ji fu-dao xiao-zu”) at sub-district level, and the “Accountancy Mutual-Aid 

Team” (“Kuai-ji hu-zhu-zu”) at village level contributed to an increase in the use 

of written records of financial information in rural areas, and made the 

information available to the state (see Chapter 5). It thus led to a decrease in the 

cost of monitoring heads and recorders in the collective. 

 

On the other hand, the telephone network deployed in rural areas led to an 

improvement in communication, and thus contributed to a decrease in the cost of 

monitoring heads and recorders in the collective. In the Expanded Sixth Plenary 

Session of the 7th CCP Central Committee in 1955, Mao Zedong emphasized that 

telegraph and telephone should be used to conduct leadership by the state cadres, 

and the authority at lower level should submit regular brief report to the higher 

authorities (Mao 1955c: 478-9). Early in 1950 Autumn Collection of Agricultural 

Tax, Guangdong Provincial Government emphasized that the authorities at 

prefectural, county and sub-district levels should take full advantage of telephone 

and other means of communication, and that the authorities at prefectural level 

should submit a comprehensive report to provincial government every 7 days 

(Guangdong Provincial Government 1950/11/8: 85). In A County, early in 1949, 
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the CCP A County Committee installed the telephone network across the six 

sub-districts in the county, and thus enabled instantaneous communication among 

authorities at sub-district and county levels (CCP A County Committee 1950/12/2: 

2). Apparently, the telephone network deployed in rural areas made the monitoring 

of heads and recorders in the collective and the other cadres in rural community 

easier and thus contributed to a decrease in the cost of monitoring the heads and 

the recorders in the collective. 

 

Secondly, the work teams sent down to the rural community, together with the 

peasant representative meeting, provided the state with supplementary 

information about the activities of the heads and the recorders in the collective, 

and thus led to a decrease in the cost of monitoring the heads and the recorders in 

the collective. On the one hand, work team was an efficient tool used by the state 

to collect information about land, population, social class, and other social 

characteristics of rural areas, and thus contributed to a decrease in the cost of 

monitoring the heads and the recorders in the collective. In 1953, at the Fourth 

Session of the 1st National Committee of the CPPCC (Chinese People’s Political 

Consultative Conference), Mao Zedong emphasized that the major cadres of 

central government and CCP central committee should make regular inspection 

trips to the local administrative units (including factory, village, island, military 

company, village post office, police station, and so on) (Mao 1953: 266-7). Just as 

I have illustrated, in A County, the work teams sent to the village permitted the 

state to have alternative information source, and thus contributed to a decrease in 

the cost of monitoring the heads and the recorders in the collective (see Chapter 

5). 
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On the other hand, a series of representative meetings permitted the state to have 

alternative source of information about the activities of heads and recorders in the 

collective and the other cadres (such as work team members) at the village, and 

thus contributed to a decrease in the cost of monitoring the heads and the 

recorders in the collective. Early in 1949, Mao Zedong issued a directive to the 

heads of the greater administrative areas (including CCP North West Bureau, CCP 

Central China Bureau, CCP South China Bureau, CCP South-west Bureau, CCP 

North China Bureau, CCP Northeast Bureau, and CCP Shandong Bureau), 

emphasizing that people’s representative meeting should be held at county, and 

that representative meeting is an efficient tool for educating cadres (Mao 1949: 4). 

In 1951, the Central-south Military and Political Committee indicated that when 

investigating land and fixing the normal annual grain harvest of the peasant 

households, peasant representative meeting and meeting of representatives of 

diversified classes should be used to collect the information about normal annual 

grain harvest which the state extraction was assessed on (Central-south Military 

and Political Committee 1951: 107). In A County, a series of representative 

meetings, including people’s representative meeting, peasant representative 

meeting, meeting of representatives of poor peasants and tenants, meeting of 

representatives of mass, workers, and cadres, meeting of representatives of village 

cadres were used to collect information about the activities of village cadres and 

the state cadres (such as work team members sent to the village) (CCP A County 

Committee 1950/9/27: 173-5; CCP A County Committee 1950/9/30: 171-2; CCP 

A County Committee 1950/12/19: 29-30; CCP A County Committee 1954/4/1: 

22-5). For instance, in 1950, at the first meeting of representatives of poor 

peasants and tenants, the representatives were encouraged to expose the 

opportunistic behaviors conducted by the work team members sent to the village. 
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As a result, 4 work team members were criticized as “losing track of viewpoint of 

poor peasant and tenant”, 15 “losing faith”, 28 “being bureaucratic”, 9 “having 

negative work styles”, 2 “covertly selling gains diverted from landlords”, 4 

“appropriated gains diverted from landlords to their own use”, and so on (CCP A 

County Committee 1950/9/30: 172).  

 

In a word, the bureaucratic and non-bureaucratic devices, including the 

accounting institutions at county, sub-district and village levels, the telephone 

network deployed across rural areas, the work teams sent to the village, and a 

series of representative meetings, made the information about the activities of 

heads and recorders in the collective (and the other cadres) in the rural community 

available to the state, and thus contributed to a decrease in the cost of monitoring 

heads and recorders in the collective. 

 

Second, the monopolization of coercive resources helped reduce the difficulty 

of sanctioning the opportunistic behavior of heads and recorders in the 

collective, and thus contributed to a decrease in enforcement cost (cost of 

sanctioning the opportunistic behaviors of heads and recorders in the 

collective). 

Just as I have illustrated in Chapter 4, before 1949, when coercive resources 

tended to be dispersed among the local bosses who relied on their own troops and 

fortune to obtain power in rural China, the enforcement cost tended to be high 

(see Chapter 4). Yet, after 1949, as the state monopolized the coercive resources in 

rural community by setting up a set of coercive institutions (including public 

security organs and militia organizations) and launching a series of mass 

campaigns (including the “Campaign to Suppress Counterrevolutionaries”, 
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“Campaign of Eliminating bandits and Oppose Local Despots, Reducing Rent 

Rates and Refunding Rent Deposit”, “Land Reform”, and so on) in rural China, 

the Communist state succeeded in reducing the difficulty of sanctioning the 

opportunistic behaviors of heads and recorders in the collective, and thus brought 

about a decrease in enforcement cost (cost of sanctioning the opportunistic 

behaviors of the state agents).  

 

On the one hand, the communist state established a set of coercive institutions in 

rural China. Specifically, the communist state not only set up public security 

organs to arrest and interrogate suspected “counterrevolutionaries” (including 

former Nationalist Party and Corps members, heads of “counterrevolutionary” 

sects, local bullies and tyrants, local hoodlums and gangsters), but also organized 

militia in the village which relied on by the state to consolidate control over the 

local community and the regional layers of the bureaucracy. For instance, shortly 

after A County was taken by the new revolutionary regime in May of 1949, the 

military control committee, within which there was a public security division, was 

set up. In 1950, Public Security Bureau of A County was established, and there 

were 131 police in the county. What’s more, the police stations were established at 

the five townships, public security special commissioners (“gong-an-te-pai-yuan”) 

were sent to all the ten sub-districts, and there were public security officers 

(“gong-an-yuan”) in the 91 villages (“xiang”) (Gazetteer of A County 2002: 

515).  

 

Besides the public security organs, the new regime set up militia in the village. In 

March of 1950, there were 3 militia groups, which were composed of 90 soldiers, 

in A County (CCP A County Committee 1950/12/2: 3); and by September of 1950, 
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the number of militia members in A County has climbed to 7847 (CCP A County 

Committee 1950/9/27: 173). The militias were relied on by the state not only to 

crush the sources of potential competition (such as the former government power 

holders, religious leaders, heads of secret societies, and local notables) to the 

Party-state (Strauss 2002: 90), but also to protect the delivery of tax grain and the 

local grain storehouses against sabotage by bandits, disgruntled villagers, 

Nationalist security agents (“te-wu”), and so on (Shue 1980: 137).  

 

On the other hand, through a series of political campaigns, the Party-state crushed 

real or potential sources of political and social opposition to the new regime. In 

contrast to the Nationalist government which tended to leave the local bosses 

unscathed, the Communist state, backed by the coercive institutions (including 

public security organs and militia organizations), launched a series of political 

campaigns (including the “Campaign to Suppress Counterrevolutionaries”, 

“Campaign of Eliminating bandits and Oppose Local Despots, Reducing Rent 

Rates and Refunding Rent Deposit”, and “Land Reform”) in the village, and thus 

crushed the sources of potential competition to the state, which included the 

former government power holders (“te-wu”), bandits and gangsters, heads of 

“counterrevolutionary” religious sects, and local notables (Mao 1951: 120; Strauss 

2002: 90).  

 

In A County, through the peasant campaigns including “Campaign of Eliminating 

bandits and Opposing Local Despots, Reducing Rent Rates and Refunding Rent 

Deposit”, “Campaign to Suppress Counterrevolutionaries”, and “Land Reform”, 

the CCP A County Committee crushed a spectrum of potential and real 

competitors to the new regime, which included the former government officials, 
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local notables, religious leaders, and bandits. On the one hand, through the 

peasant campaigns (including “Campaign of Eliminating bandits and Oppose 

Local Despots, Reducing Rent Rates and Refunding Rent Deposit”, and “Land 

Reform”), 6,424 tons of rice in 1950, 7,445 tons of rice in 1951, and 6,490 tons of 

rice in 1952 were confiscated from the landlords and the rich peasants (most of 

whom had been local notables), and redistributed to the tenants, the poor and the 

lower-middle peasants (CCP A County Committee 1950/9/27: 173; Gazetteer of A 

County 2002: 28, 146).  

 

On the other hand, through the political campaigns including “Campaign to 

Suppress Counterrevolutionaries” and “Campaign of Eliminating bandits and 

Oppose Local Despots, Reducing Rent Rates and Refunding Rent Deposit” and 

other peasant campaigns, the former officers in Nationalist government, the 

“bandit landlords” (“e-ba-di-zhu”), the robbers and the gangsters, and the heads of 

“counterrevolutionary” sects, were arrested and interrogated (Gazetteer of A 

County 2002: 27-8, 516-7). In 1949, the director of land tax during the Nationalist 

era (before 1949) and 7 bandits were executed by the new regime (CCP A County 

Committee 1950/12/2: 2). In 1950, the public security organ arrested 22 

smugglers, 29 bandits, 12 “feudal local tyrants” (“feng-jian dang-quan-pai”), 

registered 142 smugglers, executed 1 bandit, and expropriated guns, rifles, and 

bombs (CCP A County Committee 1950/12/2: 4-5). What’s more, from 1950 to 

1953, CCP A County Committee clamped down on the “counterrevolutionary” 

religious sects, arrested the heads of the religious sects, and registered the 

members of the sects. By 1953, the new regime had dissolved the four religious 

sects (including “Chang-fa-dang”, “Xian-tian-dao”, “Tong-shan-she”, 

“Lao-mu-hui”) in A County, arrested 29 heads, registered 1742 members, 
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confiscated 914 religious objects, 1949 religious texts, 128 registers, 37 

ceremonial halls, 610 houses, and 107 mu of land (Gazetteer of A County 2002: 

27-8, 517).  

 

Just as I have illustrated above (see Chapter 4), before 1949, the Nationalist 

government was faced with high enforcement cost when imposing sanction for 

non-compliance of the state agents (the local bosses who were heavily armed and 

were awarded titles and ranks by the Nationalist state). For instance, in the 

southwestern part of the Pearl River Delta, after the Japanese surrender in the 

summer of 1945, the Nationalist provincial director sent a gunboat to the area in 

order to confiscate an arsenal maintained by a local boss. Yet, the village militia 

(loyal to the local bosses rather than the state) even dared to sink the gunboat 

before it could reach the area (Siu 1989: 103-4).  

 

By contrast, after 1949, by establishing a series of coercive institutions and 

crushing the real and the potential competitors to the new regime (as I have 

illustrated above), the Communist state achieved monopolistic control on coercive 

resources in the village, and thus achieved a decrease in the enforcement cost.  

 

There was an instance. In 1952, the peasants of Qing-bei Village of Kui-tan 

Sub-district of A County, led by a CCP cadre, went to Xia-ying Village of Pu-ning 

County to confiscate the property of a landlord, who was said to have “exploited” 

them. As a result, the landlord, who had been firearms dealer and had remained 

highly influential in his own village, organized his relatives and the other peasants 

in the village to resist the attempts of the outside cadre and the outside peasants to 

expropriate his property, and detained the outside cadre and the peasants of 
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Qing-bei Village. What’s more, the actions of the landlords and the local peasants 

were endorsed by the head of the work team sent to Xia-ying Village, and the 

head of the work team claimed that the outside cadre (who led the peasants of 

Qing-bei Village to Xia-ying Village) should be held responsible for the 

consequence, and, together with three militia soldiers, marched the outside cadre 

to the sub-district government.  

 

However, the sub-district government considered the event (the resistance to the 

confiscation of property of the landlord) as “activity of bandits and remnant 

Nationalists”, and criticized the head of work team for “losing track of viewpoint 

(of poor peasant and tenant)”. Consequently, the sub-district government sent a 

group of soldiers to Xia-ying Village to suppress the “bandits”. After one of the 

peasants of Xia-yang Village was shot by the soldiers, the other peasants chose to 

surrender. Soon afterwards the sub-district cadres organized a meeting involving 

the peasants of Xia-ying Village. At the meeting, the peasants of Xia-ying Village 

were quickly switched to siding with the Qing-bei Villagers, and even exposed 

how the landlord “deceived” them and “stirred up” them to be involved in the 

conflict with the peasants of Qing-bei Village. As a result, the landlord and his son 

were arrested, the head of the work team who had endorsed the landlord’s 

resistance to the confiscation of property was interrogated by the prefectural 

government, and the three militia soldiers who had marched the outside cadre to 

the sub-district government were suspected of being “bandits” (Sixth Sub-district 

Committee of CCP Puning County Committee 1952: 186-93).  

 

Apparently, after 1949, expecially by 1956, the Communist state succeeded in 

achieving a decrease in the enforcement cost, since the Communist state had 
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achieved monopoly over coercive resources in the village by a series of political 

campaigns, and the organized social forces, which could overtly resisted the 

directives of the Communist state, was virtually nonexistent in the village.  

 

In a word, by 1956, by a series of bureaucratic and non-bureaucratic monitoring 

devices and state’s monopoly on coercive resources, the Communist state 

achieved s decrease in the transaction costs of controlling heads and recorders in 

the collective, which included monitoring cost and enforcement cost. 

 

6.2.2 Decrease in the collection cost of state extraction 

After 1949, in rural China, the redistribution of wealth from the landlord and the 

rich peasant households to the poor and the lower-middle peasant households in 

the peasant campaigns (from 1949 to 1952), the manipulation of the traditional 

moral values and the mobilization of the poor and the lower-middle peasants in 

the “Uncovering Black Rural Land” (“Cha-hei-ji-hei”) Campaigns, the use of 

lump sum payments from collectives, the private information possessed by the 

peasants in the collective, and the increasing use of written records led to a 

decrease in the collection cost of state extraction, which included the cost of 

measuring revenue sources, the cost of delivering revenue, and the cost of 

monitoring and enforcing constituent compliance. 

 

First, the redistribution of wealth from the landlord and the rich peasant 

households to the poor and the lower-middle peasant households in the 

peasant campaigns from 1949 to 1952 contributed to a decrease in the cost of 

monitoring and enforcing constituent compliance. 
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From 1949 to 1952, besides the higher tax rates on the landlord and the rich 

peasant households compared with those on the poor and the lower-middle 

peasant households under the progressive rate system for agricultural tax (see 

Section 5.1), a large amount of wealth was redistributed from the landlord and the 

rich peasant households to the poor and the lower-middle peasant households in a 

series of peasant campaigns. Thus, from 1949 to 1952, (especially from 1950 to 

1952), in A County, the agricultural tax burdens on the poor and the lower-middle 

peasant households were mostly shifted to the landlord and the rich peasant 

households, and the poor and the lower-middle peasant households became the 

“residual claimants” in state extraction. It thus contributed to a decrease in the 

transaction cost of monitoring and enforcing constituent compliance in state 

extraction after 1950. 

 

Early during the process of the autumn collection of agricultural tax in 1949, the 

CCP regime in A County mobilized “Opposing Local Despots” Campaign, within 

which the peasants in about 70 villages got a refund of some rent collected by the 

landlords (CCP A County Committee 1950/12/2: 3). From July to September in 

1950, the CCP regime had mobilized the peasant campaign called“Eliminating 

bandits and Opposing Local Despots, Reducing Rent Rates and Refunding Rent 

Deposit” (“Qing-fei-fan-ba tui-zu-tui-ya”). Within the peasant movement, 

6,423,740 kilograms of rice were extracted from the landlord and the rich peasant 

households, and the collected rice was used to help more than 80,000 peasants to 

survive the spring famine and promote agricultural production (CCP A County 

Committee 1950/9/27: 173).  

 

In the second half of 1951, the CCP regime in A County mobilized the 
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“Eliminating bandits and Opposing Local Despots, Reducing Rent Rates and 

Refunding Rent Deposit” Campaign (“Qing-fei-fan-ba tui-zu-tui-ya”) once again. 

Through the campaign, 7,445,000 kilograms of rice were redistributed from the 

landlord and the rich peasant households to the poor peasant households, the 

tenant households and some of the poor middle peasant households. It was said 

that the collected rice was used to help 80,000 peasants to survive the famine 

(Gazetteer of A County 2002: 28, 146). 

 

In 1952, the CCP regime mobilized the peasant campaign called “Land Reform” 

(“Tu-di-gai-ge”) across A County. Through the campaign, 158,700 mu of land 

was redistributed from the landlord households, the rich peasant households and 

the clans51 to the poor and the lower-middle peasant households and the other 

landless labourers, except for 5,881 mu of rural lands which was assigned to the 

pilot farms and stations of agricultural science. During “Land Reform”, 55,400 

households received land, accounting for 72 percent of all the households in A 

County. More importantly, there were 1,323 heads of farm cattle and 6,490,000 

kilograms of rice which were redistributed to “the poor peasants suffering from 

hardship” (“pin-ku nong-min”) (Gazetteer of A County 2002: 146). 

 

Additionally, in 1952, the CCP regime mobilized the peasant campaign called 

“Getting the Surplus Grain (from the Landlords and the Rich Peasants)” 

(“Zhui-yu-liang”). In 1952, in Ji-long Village, there was 71,716 catties of rice 

redistributed to farm laborers, poor peasants, and poor middle peasants; 94 

percent of the farm laborers and the poor peasants in the whole village benefitted 

                                                      
51 It seemed that the land owned by clans tended to be managed by the landlords (Gazetteer of A 
County 2002: 145-6). 
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from this redistribution. In addition, 1,614 pieces of clothes, 5,740 pieces of 

furniture, and 264 houses were redistributed to the farm laborers, the poor 

peasants and the poor middle peasants (especially those who had no house to live 

in) (Investigation Team of the First Sub-district, CCP A County Land Reform 

Committee, 1952: 256). In Hua-shi Village, during the processes of “Land 

Reform” and “Getting Surplus Grain” Campaigns, there was 23,207 catties of rice 

extracted from the landlord households. Among the landlord households, 12,280 

catties of rice (including rent collected from peasants before, interests on loans 

and income from land owned by clan and managed by the landlord) had been 

refunded from one “big landlord” (“da-di-zhu”), 1,590 catties of rice had been 

refunded from another big landlord, 3,762 catties had been refunded from 12 

middle or small landlords (CCP Committee of the First District in A County, 1952: 

273). 

 

Thus, from 1950 to 1952, although the poor peasant and the lower-middle peasant 

households bore the agricultural tax burden payable to the state, the poor peasant 

and the lower-middle peasant households obtained wealth redistributed from the 

landlord and the rich peasant households in a series of peasant campaigns 

mobilized by the state. In addition, the gains (“guo-shi”) of the poor and the 

lower-middle peasant households in peasant campaigns tended to be higher (or at 

least not less) than the agricultural tax burden on the poor and the lower-middle 

peasant households (see Table 6.1). 

 

 

 

 



222 
 

Table 6.1 Agricultural Tax Revenue and Rice Redistribution in Peasant 
Campaigns in A County from 1950 to 1952 

The year 1950 1951 1952 

Agricultural tax revenue 

(Ton) 

5,760 5,857 5,617 

Rice redistributed from 

landlord and rich 

peasant households to 

poor and lower-middle 

peasant households 

(Ton) 

6,424 7,445 6,490 

Percentage of 

agricultural tax revenue 

in rice redistribution (%) 

89.66  78.67  86.55  

SOURCES: 

CCP A County Committee. 1950/9/27. “The Report on Rectifying the Organization and 

Correcting the Mind during the Three-Month Long Mass Movement” (“San-ge-yue 

qun-zhong yun-dong zheng-dun si-xiang zheng-dun dui-wu zong-he bao-gao”). A County 

Archives. 1-2-7. Pp. 173.  

Gazetteer of A County (* xian zhi). 2002. Beijing: Xin-hua Press. Pp.28, 146, 404. 

Notes: 

a. The actual “rice redistribution from landlord and rich peasant households to poor 

and lower-middle peasant households in 1952” tended to be higher than the 

amount illustrated in the table above (6,490 ton of rice), because the amount 

illustrated was the rice redistribution in the “land reform” in 1952, and did not 

include the rice redistribution in the “Getting the Surplus Grain (from the Landlords 

and the Rich Peasants)” (“Zhui-yu-liang”) Campaign in 1952. 

 

Poor and lower-middle peasants, who accounted for more than 51.72 percent of 

all the households in A County, were compliant with the new regime in state 

extraction after 1950. As one peasant in Maoming Prefecture (one Prefecture in 

west-southern Guangdong Province) said, “shouldn’t I give one leg of chicken to 

the government when the government has given me a chicken”? (Guangdong 

Provincial Government 1950/11/8: 84).  
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After 1950, there are no written records in the archives of overt or armed 

resistance to state extraction, although some peasants in the villages which 

suffered from natural disasters complained of hardship to work teams sent to the 

villages and asked for relief. For instance, in 1954, A County suffered from 

drought. Thus, some peasants claimed reduction in grain production and asked for 

relief of state purchase of grain. Some peasants even said, “We only have sand to 

be sold to the state” (CCP A County Committee 1954/8/7: 21). Yet, it was in 1954 

that it took only half a month to fulfill the agricultural tax quota for A County 

(8,143,593 catties of grain). As regards the state purchase of grain, by December 

20, 1954, 22,337,100 catties of grain had been delivered to granaries, and 

accounted for 101.1 percent of the state purchase of grain quota for the county 

that year (CCP A County Committee 1954/12/21: 109). 

 

More importantly, in contrast to the records of peasants’ complaints concerning 

agricultural taxation before 1950, the records of the peasants’ compliance with 

and enthusiasm supporting state extraction are widespread in the archives of 

1950-1956. For instance, in the summer collection of 1950 agricultural tax, it took 

only 8 days that there were 1000.26 ton of tax grain collected which accounted for 

49.9 percent of agricultural tax summer collection quota for A County (CCP A 

County Committee 1950/9/27: 174). In the summer collection of agricultural tax 

in 1951, the tax quota of 61,715 catties of grain was assigned to a village on 

August 9, and by August 12, the peasants in the village had submitted more than 

66,000 catties of grain, which were even more than the tax quota (CCP A County 

Committee 1951/8/15: 284). It was raining when the peasants in another village 

delivered the tax grain to the granary. The villagers were so anxious and after the 
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rain all the villagers, including old men and children, delivered the tax grain. They 

worked until the evening, and it was only when all the grain had been sent to the 

granary that they went back home “happily” (“yu-kuai”) (CCP A County 

Committee 1951/8/31: 94). As regards state purchase of grain, in 1956, each of the 

44 old cooperatives submitted more grain than the quotas assigned by the state, 

and all of the 44 cooperatives submitted 446,739 catties more than the sum of 

quotas for the cooperatives (Cooperation Section of A County Committee of CCP 

1956b: 249). 

 

On the other hand, the poor peasants and the lower-middle peasants who had 

controlled the local organizations in the villages (such as peasant associations) 

(see Section 5.2) and were backed by the state which had monopolized coercive 

resources (see above in this section), were relied on by the state to extract 

resources from the villages. Thus, although the landlords and the rich peasants 

(whose households accounted for only 7.52 percent of the total households in A 

County) were reluctant to conform to state extraction (Gazetteer of A County 2002: 

147), the poor peasants and the low-middle peasants tended to take the 

responsibility of monitoring and enforcing the compliance of the landlords and the 

rich peasants in state extraction (and the peasant campaigns). 

 

Thus, the poor and the lower-middle peasants’ compliance with agricultural 

taxation and their help in enforcing the compliance of the landlords and the rich 

peasants contributed to a decrease in the costs of monitoring and enforcing 

constituent compliance in state extraction after 1950. 

 

Second, the manipulation of the traditional moral values and the mobilization of 
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the poor and the lower-middle peasants in the “Uncovering Black Rural Land” 

(“Cha-hei-ji-hei”) Campaign enabled the CCP regime to uncover rural land 

concealed from the tax registers, and thus contributed to a decrease in the cost of 

measuring revenue sources. 

 

Since 1949, the CCP regime mobilized the peasant campaign called “Uncovering 

Black Rural Land” (“Cha-hei-ji-hei”) in the villages. Early in the autumn 

collection of agricultural tax in 1949, the CCP Guangdong Provincial Committee 

and Guangdong Provincial Government instructed that during the process of the 

collection of agricultural tax, the CCP regime should encourage the peasants, 

especially the activists, to inform on the others and uncover the land concealed 

from taxation. It was emphasized that the peasants (who informed on the others) 

should be backed and be awarded by the local government, and that the landlords 

concealing land from taxation should be punished (CCP Guangdong Provincial 

Committee and Guangdong Provincial Government 1949/12: 77).  

 

In A County, since the autumn collection of agricultural tax in 1949, the CCP 

regime emphasized uncovering the concealed land during almost each collection 

of agricultural tax. In the autumn collection of agricultural tax in 1949, there was 

more than 1,812 shi of “black rural land” uncovered (CCP A County Committee 

1950/12/2: 3). In the summer collection of agricultural tax in 1950, 70,508.59 mu 

of “black rural land” was uncovered. The uncovered “black rural land” accounted 

for 34.78 percent of the registered land for taxation. By November 10, the “black 

rural land” that had been uncovered in the 345 natural villages accounted for 64 

percent of all the villages in A County (CCP A County Committee 1950/12/2: 5). 

During the process of the summer collection of agricultural tax in 1951, the CCP 
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regime emphasized “exposing the conspiracy of the landlord class to conceal rural 

land and make the poor and the tenant peasants suffer”. In the First Sub-district, 

135,851 shi of dry land was uncovered. For the villages in Mountainous Area, the 

area of uncovered land averagely accounted for 100 percent of the registered land. 

In Long-mei Village in the Six Sub-district, 370 shi of “black land” was 

uncovered. In the Fifth Sub-district, the uncovered land amounted to 2,316 mu, 

which accounted for 3.28 percent of the area of registered land. And 630 mu of 

“black land” was uncovered in the Sixth Sub-district (CCP A County Committee 

1951/8/31: 95). 

 

From 1951 to 1952, the Land Investigation and Fixing Yield Committees at the 

administrative levels at and below the provincial level (and the Agricultural Tax 

Investigation and Determination Committees at village level) were established to 

compile official registers including information about the normal annual grain 

harvest of rural land and the other related information, which would be reported to 

the Finance Department in Beijing (Finance Department 1951: 98-9; and See 

Section 5.1). In the Central-South Administrative Area (including Guangdong 

Province), the “Land Investigation and Fixing Yield” work was performed during 

the “Land Reform” campaign. During the process of “Land Reform”, the land 

investigation work was performed. And the work of fixing yield was performed 

after “Land Reform” (Central-south Military and Political Committee 1951: 107). 

Through the “Land Investigation and Fixing Yield” work, more “black rural land” 

was uncovered. By 1953, the area of the land registered for taxation in A County 

climbed to 470,124 mu, accounting for 120 percent of the area of the registered 

land in 1950 (Gazetteer of A County 2002: 404). 
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Firstly, by naming the land concealed from taxation as “black rural land”, the state 

tended to use the traditional moral values embodied in the informal institutions to 

delegitimize the possession of the land concealed from taxation, and thus decrease 

the difficulty of uncovering the concealed land. According to the traditional moral 

values possessed by the peasants, “black rural land” meant that the (concealed) 

land was held “underground” and illegal. It led to psychological stress on the 

peasants who concealed rural land from the tax registers, and thus helped push the 

peasants to self-report their possession of land concealed from taxation and to 

inform on the others. It therefore contributed to a decrease in the cost of 

measuring revenue sources. 

 

Secondly, by focusing the “Uncovering Concealed Land” Campaign on 

mobilizing the peasants to uncover the land concealed by the landlords and the 

rich peasants, the “Uncovering Black Rural Land” Campaign was transferred into 

a class campaign against the landlords and the rich peasants, and thus contributed 

to a decrease in the cost of measuring revenue sources. During the process of the 

“Uncovering Black Rural Land” Campaign, the CCP regime repeatedly 

emphasized that the campaign was an “anti-feudalism” and “anti-unreasonable 

(burdens shifted from the landlords and the rich peasants to the poor and the 

lower-middle peasants)” campaign (Guangdong Provincial Government 

1950/7/16: 42).  

 

On the one hand, for the peasants other than the landlords (and the rich peasants), 

it was emphasized that the local government should “take patience to educate the 

peasants who concealed land from taxation” and “persuade them to self-report 

(the classification and the area of their concealed land)” (Guangdong Provincial 
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Government 1950/11/8: 84). It was proclaimed that “the poor people conceal only 

a thread (of land), and the rich people conceal a large plot (of land)” (“qiong-ren 

man yi-xian, fu-ren man yi-pian”) (Central-south Military and Political Committee 

1951/3/21: 108).  

 

In order to encourage the peasants to self-report the information about their 

concealed land, it was stipulated that in the year when the land concealed by the 

landlord was uncovered by the tenants, the tenants who self-reported the (leased) 

“black rural land” of the landlords did not need to pay the tax on their own portion 

of the grain harvest of the uncovered land, and could directly deduct the tax 

payment on the landlord’s portion of the harvest from the rent and pay the tax to 

the state (for the landlords) (Guangdong Provincial Government 1950/11/16: 122). 

And for the owner-peasants who self-reported the information about the “black 

rural land” owned by themselves, the grain harvest of the “black rural land” could 

be taxed at a relatively low rate of 7 percent, rather than be included in the 

so-called grain harvest of the household, which the progressive rates of tax were 

imposed on (Guangdong Provincial Government 1950/11/16: 122). 

 

On the other hand, it was emphasized that the “Uncovering Black Rural Land” 

Campaign should focus on uncovering the land concealed by the landlords and the 

rich peasants (Central Plain Provisional People’s Government 1949/12/23: 12). 

The CCP regime repeatedly proclaimed that the reason the tax burden on the 

peasants seemed to be heavy in some villages was that the landlords and the rich 

peasants concealed their land and harvest from taxation, and shifted a part of their 

burdens to the other peasants (Guangdong Provincial Grain Bureau 1950/9/8: 51-2; 

CCP Guangdong Provincial Committee and Guangdong Provincial Government 
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1949/12: 77). In order to encourage the poor and the lower-middle peasants to 

inform on the landlords and the rich peasants, it was stipulated that in the village 

where there was an increase in agricultural tax revenue after the “Uncovering 

Concealed land” Campaign, the revenue left after fulfilling the tax quotas could 

be distributed among the middle and the poor peasant households, especially the 

poor peasant households and the households of the activists in the campaign 

(Guangdong Provincial Government 1950/11/16: 122). 

 

Thus, by manipulating the traditional moral values possessed by the peasants and 

mobilizing the poor and the lower-middle peasants to inform on the landlords and 

the rich peasants, the “Uncovering Black Rural Land” campaign succeeded in 

decreasing the difficulty of uncovering the rural land concealed from taxation, and 

thus contributed to a decrease in the cost of measuring revenue sources. 

 

Third, the use of lump sum payments from collectives contributed to a 

decrease in the cost of measuring revenue sources and the cost of delivering 

revenue. 

After the establishment of the Agricultural Production Cooperatives (especially 

the advanced ones) in rural China, the state extraction tended to be conducted 

using a system of lump sum collection in which relatively fixed sums of grain 

were collected from the cooperatives in the village. Specifically, on the one hand, 

the state would issue the quotas of agricultural tax and state purchase of grain for 

each cooperative, and the quota for the cooperative was calculated by adding the 

quotas for all the households within the cooperative together. On the other hand, 

after the major harvest, the cooperative would deduct from the gross harvest of the 

collective the specific quotas of agricultural tax and state purchase of grain, and 
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deliver the grain to state granary or state agency52 (State Council 1956: 444; 

Standing Committee of the National People’s Congress 1956: 351; First National 

People’s Congress 1956: 410-1).   

 

The system of lump sum collection from collectives, in contrast to the collection 

of agricultural tax and state purchase of grain from households, economized on 

the transaction cost of measuring revenue sources and the transaction cost of 

delivering revenue. Firstly, the use of lump sum payments from collectives 

contributed to a decrease in the transaction cost of measuring revenue sources, by 

exempting the recorders in the collective from calculating the grain harvest of 

each individual household in the collective. Just as the vice premier of State 

Council and the director of the Sixth Office (Office of Agriculture, Forestry and 

Water) of State Council, Deng Zihui, has said, when the policy of unified 

purchase and supply of grain (and the agricultural tax) was applied to the peasant 

households, it was costly to measure the grain yields of the households. If the 110 

million peasant households in rural China composed hundreds of thousands 

cooperatives, it would be much easier to implement the policy (Deng Zihui 1956: 

430). In A County, in 1952 when the peasant households had not been arranged 

into collectives, on the one hand, peasant representative meetings at sub-district 

level were held to fix the average production yields for each grade of land in each 

village; on the other hand, there were 387 cadres (most of whom were village 

cadres) who were trained by the county government, and were sent to the local 

community to register the grain harvests of the households (which the agricultural 

tax was assessed on) (CCP A County committee 1952a: 72-4). In 1956 when the 

households which were arranged into the elementary or the advanced agricultural 
                                                      
52 For more details, see Chapter 5. 
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cooperatives accounted for 94.32 percent of all the households in A County, the 

heads and the recorders in the collective directly deducted the quotas of 

agricultural tax and state purchase of grain from the gross harvest of the collective, 

and thus avoided the onerous task of measuring the grain harvest of each 

individual household in the collective (Production Cooperation Section of A 

County Committee of CCP 1956/12/22: 270).   

 

Secondly, the use of lump sum payments from collectives economized on the 

transaction cost of delivering revenue. In A County, before the peasant households 

were involved in collectives, during the course of delivering agricultural tax 

revenue, each 10 peasant households would be arranged into one team, and each 3 

teams would be arranged into one “united team” (“lian-zu”). The peasant 

households in a village would deliver tax grain to the granary collectively, and 

make the tax payment based on the “united team” as a unit (CCP A County 

committee 1952a: 78). After 1954, as the agricultural production cooperative 

became the basic unit of state extraction in rural, the quotas of agricultural tax and 

the state purchase of grain would be directly deducted from the gross harvest of 

the collective (which involved the peasant households), and the cooperative would 

make the payment and sell the grain to the state for its member households (State 

Council 1956: 444; Standing Committee of the NPC 1956: 351; Shue 1980: 291). 

Therefore, the procedures for delivering revenue to the state (state granary or state 

agency) had been simplified to a great extent, and thus led to a decrease in the 

cost of delivering revenue. 

 

Fourth, the substitution of the collective for the peasant household as the unit 

of allocating grain harvest and the state extraction unit in the village, 
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contributed to a decrease in the cost of monitoring and enforcing constituent 

compliance.  

It was stipulated that the grain submitted by the peasant households to the state 

(when paying agricultural tax and selling grain to state) should be dried and clean 

(Central People’s Government Council 1950: 59; State Council 1955:287). Yet, 

before the peasant households were arranged into the collective it was not 

uncommon that the peasant household conducted opportunistic behaviors (such as 

mixing sub-standard rice or even sand with normal rice) when paying agricultural 

tax (CCP A County Committee 1951/8/31: 94; Guangdong Provincial Grain 

Bureau 1950: 32; Guangdong Provincial Finance Bureau 1951/10/26: 43). Just as 

Ye Qinhe (the director of Guangdong Provincial Grain Bureau) has said in 1950, 

the husked rice rate of tax grain in Guangdong was comparatively low, and the tax 

rice submitted by the peasants was found to be mixed with broken rice and bran 

(Ye 1950: 104).  

 

After 1952, the substitution of the collective for the peasant household as the unit 

of allocating grain harvest and the state extraction unit, contributed to a decrease 

in the cost of monitoring and enforcing constituent compliance, since under the 

collegiate system, it was relatively difficult for the peasant households to conduct 

opportunistic behavior and it was comparatively efficient to inspect and evaluate 

grain submitted to the state. On the one hand, the use of the collegiate 

organization (collective) in the allocation of grain harvest and the extraction of 

grain from the village, made it relatively difficult for the peasant households to 

conduct opportunistic behavior (such as sending grain of poor quality to the state) 

when paying agricultural tax and selling grain to state, since the opportunistic 

deviation under the collegiate system required collusion among member 
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households (the heads, the recorders and the common peasants) in the collective, 

and collusion among the households was comparatively costly (Kiser and 

Schneider 1994: 191). When this was the case, the peasant household’s incentive 

to conduct opportunistic behaviors in state extraction tended to be weakened, and 

the substitution of collective for household as the unit of allocating grain harvest 

and the state extraction unit, tended to lead to a decrease in the cost of monitoring 

and enforcing compliance of individual peasant households. 

 

On the other hand, the substitution of the collective for the peasant household as 

the unit of allocating grain harvest and the state extraction unit, economized on 

the cost of monitoring and enforcing constituent compliance, since under the 

collegiate system, the member peasants in the collective (heads and recorders, 

militia soldiers, and the other member peasants bearing the burden of monitoring 

and enforcing constituent compliance) were free from the burden of inspecting 

and evaluating grain sent by each individual household in the collective. It thus 

led to an improvement in the efficiency of monitoring and enforcing constituent 

compliance in state extraction. For instance, in 1956, when selling grain to the 

state, each of the “old cooperatives” (“lao-she”) in A County submitted more than 

the state-set quotas. And among the 44 cooperatives, besides the stipulated 

amount of grain, 223,369.5 kilograms of extra grain were sold to the state 

(Production Cooperation Section of A County Committee of CCP 1956b: 249).  

 

Fifth, the private information possessed by the recorders in the collective, 

together with an increase in the use of written records in collective farming, 

contributed to a decrease in the cost of measuring revenue sources.  

Since the agricultural production is not easily observable and is inextricably 
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linked to climatic and environmental conditions in local community, the private 

information possessed by the recorders in the collective, together with an increase 

in the use of written records in collective farming, contributed to a decrease in the 

cost of measuring revenue sources. 

 

On the one hand, the private information possessed by the recorders in the 

collective, who were experienced in the agricultural production in the specific 

area from which grain was extracted by the state, contributed to a decrease in the 

cost of measuring revenue sources. Since the agricultural output tended to be not 

easily observable, and the agricultural production was comparatively sensitive to 

the climatic changes and the local conditions in the specific area, the efficiency 

improvement arising from the possession of private information about land and 

harvest of the collective by the recorders in the collective (who were local 

peasants and worked as part time accountant) tended to outweigh the possible 

advantage in terms of professionalization that would arise from the use of wage 

contracts to perform accounting function (Azabou and Nugent 1988: 696). For 

instance, in A County, in 1950s, the natural disasters (especially floods, typhoons, 

and droughts) and the particular conditions of a specific village (such as water 

availability) tended to have a significant impact on the grain production in the 

local community, and thus accentuated the importance of private information 

possessed by the recorder in the collective (who was a literate local peasant) in 

state extraction. And the private information possessed by the recorders in the 

collective economized on the cost of measuring the revenue sources in the village. 

 

On the other hand, the use of written records in the collective farming reduced the 

cost of measuring revenue sources to a great extent. It was stipulated that “all 
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revenues and expenditures (of the collective) should be proved by documents”, 

and “the accountant should keep accounting records based on supporting 

documents”, and “make the records available for inspection” (Standing 

Committee of the NPC 1956: 350-1). In A County, it was emphasized that each of 

the cooperatives should keep accounting records, which included the information 

about the work points earned by the member peasants, the cash advance to the 

member households, and so on (Production Cooperation Section of A County 

Committee of CCP 1956/2/8: 264; Agricultural Section of A County People’s 

Committee 1956/5/8: 266). And the accounting institutions including the 

“Agricultural Production Cooperative Accountancy Guidance Committee” at 

county level, the “Agricultural Production Cooperative Accountancy Guidance 

Team” at sub-district level, and the “Accountancy Mutual-Aid Team” at village 

level, were set up to teach the accountants in the cooperatives the accounting and 

bookkeeping skills and helped record the financial information in the books of 

account (Production Cooperation Section of A County Committee of CCP 

1956/2/7: 261; Production Cooperation Section of A County Committee of CCP 

1956/2/8: 264; Agricultural Section of A County People’s Committee 1956/5/8: 

266). Under these circumstances, the use of written records in collective farming 

became common in A County. The increase in the use of written records in 

collective farming reduced the information cost in state extraction, and thus 

contributed to a decrease in the cost of measuring revenue sources.  

 

Sixth, under the mixture of wage contract and tax farming contract, the 

collection cost in state extraction was imposed on the peasant households in 

the collective (who bore the responsibility of collecting grain from the village), 

and thus contributed to a decrease in the transaction cost arising from 
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shirking in the collection of grain. 

 

Under the wage contract between the state and the state agents (government 

employees) in state extraction, the government employees have an incentive to 

shirk and to raise collection costs above least cost, since the transaction cost 

arising from shirking in the collection tended to be borne by the state (which paid 

salaries to government employees and paid for extra expenditures) and the other 

parties (such as the constituents paying taxes). By contrast, under the tax farming 

contract in state extraction, the tax farmers tended to use a least-cost collection 

technique, since they were imposed on the cost of collection (including the cost 

associated with shirking in the collection) and were permitted to keep the residual 

revenue after fulfilling the tax quotas. It thus led to a decrease in the cost 

associated with shirking in tax collection (Toma & Toma 1992).  

 

After 1954, the mixture of wage contract and tax farming contract, together with 

the “financial affairs guaranteed work” system (“cai-wu-bao-gong-zhi”), imposed 

the collection cost (including the cost associated with shirking in the collection) in 

state extraction on the peasant households in the collective, and thus created an 

incentive for the member peasants to decrease the transaction cost arising from 

shirking in state extraction. On the one hand, under the mixture of wage contract 

and tax farming contract, the cost of delivering revenue and the costs of 

monitoring and enforcing constituent compliance tended to be borne by the 

peasant households in the collective themselves (as I have illustrated above), and 

thus created an incentive for the peasants to minimize the two varieties of 

transaction cost (the costs of monitoring and enforcing constituent compliance) in 

the collection of grain. It thus contributed to a decrease in the transaction cost 
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arising from shirking in the collection. 

 

On the other hand, although the recorders in the collective were capable to shift 

the cost of measuring revenue sources to the other member peasant households in 

the collective by asking for salary payment from the collective, the “financial 

affairs guaranteed work” system (“cai-wu-bao-gong-zhi”) created an incentive for 

the recorders to use a least-cost measurement technique, and thus led to a decrease 

in the cost associated with shirking in state extraction. Specifically, under the 

“financial affairs guaranteed work” system, the set quotas, which were calculated 

based on the scale of the collective, were credited to the recorders in the collective 

(see Section 6.1). Under these circumstances, the recorders tended to bear the 

transaction cost arising from shirking in measuring revenue sources, and thus 

were imposed on the incentive to conduct the least-cost measuring of revenue 

sources. It thus led to a decrease in the transaction cost associated with shirking in 

the collection. 

 

6.2.3 Decrease in the social loss incurred through state extraction 

By 1956, on the one hand, the bureaucratic and the non-bureaucratic monitoring 

devices (including the accounting institutions at county, sub-district and village 

levels, the work teams sent to the village, and the training class for cadres), a 

series of sanctions (including removal from office, forced labor, forfeit, criticism 

and mass struggle at mass meetings, detention, and trial) for opportunistic 

behaviors, and the dependence of heads and recorders in the collective on the state, 

contributed to a decrease in the social loss arising from the imposition of 

non-statutory surcharges by heads and recorders in the collective. On the other 

hand, the “Guaranteed Work” System (“Bao-gong-zhi”) for evaluating and 
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calculating the work done by the peasants in a collective, and the member 

household’s right to withdraw from the collective led to a decrease in the social 

loss arising from shirking in collective farming. 

  

First, the bureaucratic and the non-bureaucratic monitoring devices, 

together with a series of sanctions for opportunistic behaviors, led to a 

decrease in the social loss arising from the imposition of non-statutory 

surcharges by heads and recorders in the collective. 

Just as I have illustrated in Chapter 5, the bureaucratic and the non-bureaucratic 

monitoring devices (including the accounting institutions at county, sub-district 

and village levels, the work teams sent to the village, and the training class for 

cadres), combined with a series of sanctions (including removal from office, 

forced labor, forfeit, criticism and mass struggle at mass meetings, detention, and 

trial) for the opportunistic behaviors of the heads and the recorders in the 

collective, imposed on the heads and the recorders in the collective the 

disincentive to impose non-statutory surcharges on the village, and thus 

contributed to a decrease in the social loss arising from the imposition of 

non-statutory surcharges by heads and recorders in the collective. 

 

Second, the dependence of heads and recorders in the collective on the state 

contributed to a decrease in the social loss arising from the imposition of 

non-statutory surcharges by heads and recorders in the collective. 

In contrast to the recorders in lijia organization and the lineage leaders before 

twentieth century (who relied on the delicate balance between the recognition of 

the state and the respect by the local community to obtain power in the village) 

and the local bosses during the first half of twentieth century (who relied on their 
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own troops and fortune to obtain power in the village) (see Chapter 4), the heads 

and the recorders in the collective from 1949 to 1956 tended to rely more on the 

recognition of the state to gain power in local community. That is, the heads and 

the recorders in the collective, not only depended to a great extent on the official 

titles awarded by the state to maintain their control over the community; but also 

relied on the class discourse imposed by the state (and rooted in the moral values 

embodied in the traditional informal institutions which were the Confucian moral 

discourse interwoven with the Buddhist, the Daoist and the local cult discourses) 

to legitimize their control over the community.  

 

Specifically, on the one hand, in contrast to the lijia recorders and the lineage 

leaders before twentieth century (who had connections to state officials and 

knowledge of tax collection practices) and the local bosses before 1949 (who 

relied on their own troops and fortune to maintain control over the local 

community) (see Chapter 4), the heads and the recorders in the collective had 

been peripheral to the local community and even had inadequate resource to 

sustain their livelihood before 1949 (Siu 1989). The heads and the recorders’ 

inadequacy of resources (fortune, coercive resources and social capital) thus 

enhanced their dependence on the official titles awarded by the state.  

 

Just as I have illustrated in Chapter 5, most of the heads and the recorders in the 

collective were from the poor and the lower-middle peasant households. In A 

County, it was emphasized that the village cadres should be “hard-working and 

bitter” (“lao-er-you-ku”) people (Investigation and Survey Section 1951/11/4: 75). 

For instance, during the course of 1951 “Eliminating bandits and Oppose Local 

Despots, Reducing Rent Rates and Refunding Rent Deposit” Campaign in 
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Dong-long Village of A County, some village cadres who were from the poor 

peasant households (including tenant-peasant households) but had not been “both 

hard-working and bitter” before 1949, were thought to be “impure elements” in 

the peasant association, and tended to be deprived of office. Among the “impure” 

village cadres, there were four poor peasants who had been hard-working but “not 

bitter enough”. For example, the chairman of peasant association was from poor 

peasant household, and was a former CCP military soldier. Yet, he was still 

considered as “impure” element, since his farther (who had been making a living 

in southeastern Asian countries) had sent money to family, and he (the village 

cadre) was exposed as having operated a casino before 1949 (Work Inspection 

Team of First Sub-district 1951/8/31: 34). Apparently, the heads and the recorders 

in the collective, who had not independent control over resources (including 

fortune, coercive resources, and social capital), had to rely on the titles and ranks 

awarded by the state to maintain their control over the local community. 

 

On the other hand, in contrast to the lijia recorders and the lineage leaders before 

twentieth century and the local bosses before 1949 (whose control over the local 

community was legitimized by the traditional values embodied in the Confucian 

moral discourse interwoven with the Buddhist, the Daoist and the local cult 

discourses in the village), the heads and the recorders in the collective tended to 

rely on the class discourse imposed by the state (and rooted in the traditional 

moral values held by the peasants in the village) to legitimize their control over 

the local community. According to the traditional values embodied in the 

Confucian moral discourse interwoven with the Buddhist, the Daoist and the local 

cult discourses in the village, the heads and the recorders in the collective, who 

were mostly from the poor and the lower-middle peasant households, were at the 
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verge of society and were peripheral to the local community. Yet, after 1949, 

according to the class discourse which were imposed by the state and were rooted 

in the traditional values held by the peasants, the poor and the lower-middle 

peasants were those who had been “exploited”, and the heads and the recorders, 

who were mostly from the poor and the lower-middle peasant households, bore 

the responsibility to lead the “poor people” (“qiao-zai-ren”) in the village to 

“stand up” (“fan-shen” and “dang-jia-zuo-zhu”), and thus to avenge injustice in 

the village (“Investigation Report on the Work in Hou-xi-yang Village of the First 

Sub-district” 1951/8: 117; Production Cooperation Section of A County 

Committee of CCP 1955: 14).  

 

Therefore, the heads and the recorders to a great extent relied on the class 

discourse imposed by the state to legitimize their control over the local 

community, and thus could not afford the diminishing in legitimacy arising from 

the criticism by the state. Actually, it was the class discourse that was used by the 

CCP regime to criticize the heads and the recorders for their opportunistic 

behaviors, including diverting extra revenues from the collective to their own 

households, concealing harvest and evading state extraction, marginalizing poor 

member peasants, and so on (Production Cooperation Section of A County 

Committee of CCP 1955/12/16: 26; Production Cooperation Section of A County 

Committee of CCP 1956/1/28: 235). For instance, during the course of the 

division of 1955 grain harvest, the CCP A County Committee launched the 

“Opposing Rich Peasant Thinking” Campaign (“fan fu-nong si-xiang dou-zheng”). 

During the course of the campaign, the opportunistic behaviors of the heads and 

the recorders in the collective (such as appropriating public grain to their own use, 

distributing to the poor peasant households the grain at the amount which was 
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insufficient to maintain subsistence living standard, and so on) were labeled as 

“capitalism thinking and behaviors”, and condemned (Production Cooperation 

Section of A County Committee of CCP 1956/1/28: 235-6). In December of 1955, 

the meeting of heads of “old cooperatives” and cadres sent to cooperatives was 

held in A County. At the meeting, the “capitalism thinking” of the 109 heads of 

cooperatives and production team heads were criticized. Consequently, there were 

75 cadres who “understood the importance of the cooperative and ensured that 

they would lead the cooperative well”, 33 cadres who “understood the importance 

of the cooperative but had not enough determination to lead the cooperative well”, 

and 1 cadre who “still held capitalism thinking” (Production Cooperation Section 

of A County Committee of CCP 1955/12/16: 27-8). After being criticized, the vice 

head of Meng-shan Cooperative, said “I actually didn’t hold capitalism thinking”, 

and worked under pressure (Production Cooperation Section of A County 

Committee of CCP 1955/12/25: 8).  

 

Thus, in contrast to the lijia recorders and the lineage leaders before twentieth 

century and the local bosses before 1949, the heads and the recorders in the 

collective after 1949 tended to be more dependent on the state. When this was the 

case, for the heads and the recorders in the collective, (especially those who had 

desire of power and would like to be promoted to cadre at village, sub-district and 

higher levels), the dependence on the state increased the cost of opportunistic 

behaviors (once the opportunistic behaviors were detected by the state), and thus 

decreased their tendency toward opportunistic behavior (including imposition of 

non-statutory surcharges) (Kiser and Schneider 1994: 191). Consequently, in 

contrast to the local boss before 1949, being a head or a recorder in the collective 

from 1949 to 1956 is not a lucrative job. For instance, in 1954, in the agricultural 
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cooperatives, among the 27 member households whose income in 1954 was lower 

than that in 1953, there were 13 cadre households (CCP A County Committee 

1954/12/14: 87). In 1956, among the 2670 member households in the collectives 

(which were involved in the survey), there were 433 households whose income in 

1955 was lower than that in 1954. And the main reasons for the decrease in 

household income included the family members being cadres and the inadequacy 

of labor force in the family (Production Cooperation Section of A County 

Committee of CCP 1956b: 249).    

 

Therefore, the dependence of the heads and the recorders in the collective on the 

state discouraged the heads and the recorders from imposing non-statutory 

surcharges on the collective, and thus led to a decrease in the social loss arising 

from the imposition of non-statutory surcharges.  

 

Third, the “Guaranteed Work” System (“Bao-gong-zhi”) for evaluating and 

calculating the work done by the peasants in a collective contributed to an 

increase in the monitoring in collective farming, and thus contributed to a 

decrease in the social loss arising from shirking in collective farming.  

 

At the initial stage of collectivization movement (in the Mutual-aid Team), the 

work point system, which was called “Si-fen-huo-ji”, had been used to measure 

the work done by member peasants in collective farming. Under the “Si-fen-huo-ji” 

System, “a standard minimum number of work points would be assigned to each 

working member of the team for a day of work based on a member’s strength and 

his or her technical ability, and then each day’s work would be evaluated by the 

other members and an adjustment in the actual points credited to the worker might 
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then be made (Shue 1980: 166). Specifically, after each day’s labor, the work of 

each member peasant would be reviewed by the other member peasants in the 

collective, taking into consideration the length of time, his or her working attitude, 

and the quality of the work done (Rural Work Department of CCP South China 

Bureau 1954/7/8: 31-2).  

 

Under the “Si-fen-huo-ji” System, the nightly review of work done by the 

peasants made the cost of monitoring in collective farming prohibitively high, and 

thus led to inadequate monitoring in the agricultural production. For instance, in 

1955, the “Si-fen-huo-ji” System was adopted by the First Cooperative of Shi-shi 

Village in A County. Under the system, the general meeting of cooperative 

members was held each evening to measure the work done by the member 

peasants. The meeting would stretch into midnight (11 p.m. or 12 p.m.), and the 

nightly review of work was onerous for the peasants who did manual labor in the 

day and were used to going to bed early (Production Cooperation Section of A 

County Committee of CCP 1955/6/9: 51). Under these circumstances, the 

monitoring in collective farming tended to be too costly to be feasible. It thus led 

to inadequate monitoring in collective farming. 

      

To improve the efficiency in monitoring in collective farming, better system of 

evaluating the work done by member peasants was required. The collective 

(especially the Agricultural Production Cooperative) thus was urged to switch to 

the “Guaranteed Work System” (“Bao-gong-zhi”) (Standing Committee of the 

NPC 1956: 348-9). Under the “Guaranteed Work System”, a certain number of 

labor days would be assigned to a certain production task, and a specific amount 

of capita and equipment would be provided by the collective for the work team 
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(“sheng-chan-dui”). As long as the work team completed the task on time and 

met the necessary quality standards, the team would be awarded all the labor days 

and then distributed the work points among its members according to how much 

labor each had contributed (Shu 1980: 303). In A County, by 1955, among the 89 

agricultural production cooperatives, there were 87 cooperatives which had 

adopted the “Guaranteed Work System” (Production Cooperation Section of A 

County Committee of CCP 1955/6/9: 52). In 1956, in some cooperatives, the labor 

days were not only assigned to the work teams but also given to the individual 

peasants (Production Cooperation Section of A County Committee of CCP 1956: 

209).    

 

In contrast to the “Si-fen-huo-ji” System, the “Guaranteed Work” System led to a 

significant decrease in the cost of monitoring in collective farming, and thus 

contributed to an increase in monitoring in collective farming. Specifically, on the 

one hand, under the “Guaranteed Work” System, the member peasants were free 

from the cumbersome nightly reviews of work, and thus achieved a decrease in 

the cost of monitoring in the collective farming; on the other hand, the 

“Guaranteed Work” System switched from assigning work points to time 

consumed to assigning work points to tasks done, and thus led to a decrease in the 

cost of measuring the work done by the peasants. When this was the case, the 

“Guaranteed Work” System contributed to a decrease in the monitoring cost in the 

collective farming, and thus increased the incentive for the peasants to monitor 

shirking behavior in collective farming. Accordingly, the “Guaranteed Work” 

System led to an increase in the monitoring in collective farming. 

 

Under the “Guaranteed Work” System, the increase in the monitoring in collective 
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farming led to an increase in the probability of detecting shirking, and thus 

reduced the attractiveness of shirking in collective farming. Therefore, the 

adoption of “Guaranteed Work” system in collective farming reduced the 

incidence of shirking in collective farming, and led to a decrease in social loss 

arising from shirking in collective farming. For instance, in 1956, under the 

“Guaranteed Work” system, the grain production of the Dong-shan Cooperative in 

A County was 16,500 kilograms more than the planned quota. The member 

peasants said, “(under the “Guaranteed Work” System), the member peasants took 

the responsibility of increasing production; (each member peasant) strived to 

increase production in order to improve their livelihoods.” It was believed that it 

was because of the adoption of the “Guaranteed Work” system that the 

cooperative achieved the increase in production (Cooperation Section of A County 

Committee of CCP 1956a: 209).   

 

Fourth, the member household’s right to withdraw from the collective 

increased the sanction for shirking in collective farming, and thus 

contributed to a decrease in the social loss arising from shirking in collective 

farming.  

 

Although the “Guaranteed Work” System permitted a decrease in the amount of 

work points awarded to the shirker in collective farm, and thus imposed a sanction 

on shirking in collective farming; the sanction tended to be inadequate to deter 

shirking in collective farming. For instance, in A County, the average size of a 

cooperative was 40 households in 1954 and 87 households in 1955. And by the 

end of 1956, the average size of an elementary cooperative had been 59 

households, while the average size of an advanced cooperative had been 180 
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households (Gazetteer of A County 2002: 148-9). Under these circumstances, even 

if an individual’s effort was completely unproductive, and the detection of his or 

her shirking behavior led to a decrease in the amount of work points awarded to 

him or her; a large part, if not most of the social loss (decline in production) 

arising from the shirking behavior tended to be borne by the member households 

other than his or her own. When this was the case, shirking in collective farming 

tended to be a preferable option for the member peasant in the collective, and a 

member peasant in a collective would not work as hard as on the household farm.  

 

Therefore, it was necessary to increase sanction for shirking in collective farming; 

otherwise, the incidence of shirking in collective farming would increase and thus 

led to a rise in the social loss arising from shirking. From 1952 to 1956, it was the 

member peasant’s right to withdraw from a collective that increased sanction for 

shirking in collective farming and contributed to a decrease in the social loss 

arising from shirking in collective farming. Specifically, on the one hand, when a 

member peasant chose to shirk in collective farming and provided less effort than 

on the household farm, the other members may choose to withdraw from the 

collective (when finding his or her loss associated with the shirking behavior of 

this member peasant was higher than the gains from the economies of scale). 

When this was the case, for the would-be shirker, the other peasants’ withdrawal 

from the collective would lead to a decrease in the gains from economies of scale 

in the future, and the discounted present value of future loss would lead to an 

increase in the sanction for shirking in collective farming (Lin 1990: 1241-2). The 

right to withdraw from a collective thus reduced the attractiveness of shirking for 

the member peasants, and contributed to a decrease in the incidence of shirking in 

collective farming. 
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On the other hand, even if the shirking in collective farming made the loss due to 

the shirking behavior higher than the gains from the economies of scale, the 

freedom of exit would lead to disbandment of the collective, and the restoration of 

peasant household as production unit. Consequently, the freedom to withdraw 

from the collective guaranteed that the production of a collective would be at least 

as good as the sum of production of the member households when they worked 

individually (Lin 1990: 1242).  

 

Therefore, the “guaranteed work” system, together with the member household’s 

right to withdraw from the collective, led to a decrease in the social loss arising 

from shirking by the member peasants in agricultural production. In A County, it 

was the decrease in social loss arising from shirking in collective farming, 

together with the improvement in production efficiency (arising from economies 

of scale as the collective became a production unit), that led to an increase in the 

labor productivity in grain production (“grain labor productivity per average 

worker”) from 1952 to 1956 (See Figure 6.2).    
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Figure 6.2 Grain Labor Productivity Per Average Worker in A County from 

1949 to 1961 

Source: The data in this figure was derived from Gazetteer of A County of A 

County) (2002: 173). 

  

Specifically, from 1952 to 1956, as the adoption of “Guaranteed Work” System, 

together with the existence of freedom to a collective, contributed to a decrease in 

social loss arising from shirking in collective farming; the gain from the 

economies of scale tended to be larger than the loss due to shirking in collective 

farming, and thus led to an increase in the labor productivity per average worker. 

And after 1956, especially 1958, since the non-payment of the excess work points 

earned by a member peasant53 and the deprivation of the right to withdraw from a 

                                                      
53 Specifically, because of grain rationing, the excess amount of work points earned by a peasant 
above that needed to cover the cost of his or her basic grain ration may not be paid off; and the 
peasant household who didn’t earned sufficient work points to cover the cost of his grain ration, 
would still receive his grain ration, and simply owed the collective the difference on his account. It 
thus created incentives for the member peasants to conduct shirking in the collective, and led to 
an increase in social loss arising from shirking in collective farming (Oi 1991: 36-7). 
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collective54 led to an increase in the social loss arising from shirking in collective 

farming, and the economies of scale was overshadowed by the increase in the 

social loss arising from shirking in collective farming; there was a decline in the 

labor productivity per average worker (Oi 1991: 36-7; Lin 1990). 

 

6.3 Division of efficiency of state extraction among the actors in 

state extraction 

Following the revised new institutionalism model, section 3 illustrates how the 

state, the poor and the lower-middle peasants, the rich and the upper-middle 

peasants and the peasants whose households had insufficient labor, used the tools 

imposed by the forms of state extraction and the structures of the collective to 

divert the efficiency of state extraction. On the one hand, since the transaction cost 

of controlling heads and recorder in a collective tended to be borne by the state, 

the efficiency improvement arising from the decrease in the transaction cost of 

controlling state agents (heads and recorders in the collective) tended to be 

obtained by the state, and led to efficiency of state extraction for the state by 1956.  

 

On the other hand, since the collection cost and the social loss incurred through 

state extraction tended to be imposed on the collective in the village, the 

improvement in the efficiency of state extraction arising from the decrease in “the 

collection cost of state extraction and the social loss incurred through state 

extraction” tended to be shared by peasant households in the collective. 

Specifically, the conversion of land rent payment into payment based on work 

                                                      
54 After 1956, especially 1958, the deprivation of the right to withdraw from a collective 
decreased the sanction for shirking in collective farming, and contributed to an increase in the 
incidence of shirking in collective farming. It thus contributed to an increase in the social loss 
arising from shirking in collective farming (Lin 1990). 
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points, the substitution of agricultural production cooperative for peasant 

household as state extraction unit, and the “welfare fund” and the “grain ration”, 

offered the poor and the lower-middle peasants, the rich and the upper-middle 

peasants and the peasant whose household had insufficient labor, legal tools to 

divert the efficiency of state extraction arising from the decrease in the collection 

cost of state extraction and the social loss incurred through state extraction (and 

the gains from the economies of scale), and contributed to an improvement in the 

private efficiency for their own households respectively. 

 

6.3.1 Decrease in the transaction cost of controlling state agents (heads and 

recorders in a collective) and efficiency of state extraction for the state  

From 1949 to 1956, the efficiency improvement arising from the decrease in the 

transaction cost of controlling state agents (heads and recorders in the collective) 

tended to be obtained by the state, and led to efficiency of state extraction for the 

state.  

 

In A County, from 1949 to 1956, the efficiency of state extraction for the state has 

increased dramatically. The best proof that there was an improvement in the 

efficiency of state extraction for the state in A County is the increase in the share 

of state extraction revenue (sum of agricultural tax and state purchase of grain) in 

gross grain production (See Figure 6.3). Apparently, before 1949, the state tended 

to extract less than 13 percent of (potential) gross grain production from the 

countryside, and throughout the first half of twentieth century, it was less than 3 

percent of (potential) gross grain production that was extracted by the state. Yet, 

after 1949, the efficiency of state extraction for the state was improved to the 

extent that about 1/5 to 1/4 of gross grain production was extracted by the state.   
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Figure 6.3 Share of State Extraction Revenue in Gross Grain Production in A 

County from 1525 to 1957 

SOURCE: The data about the share of state extraction revenue in gross grain production 

before 1949 was from Figure 4.5. And the data about the share of state extraction revenue in 

gross grain production after 1949 was derived from Gazetteer of A County (2002: 173, 368, 

370, 404) and CCP A County Committee (1950/12/2: 2-3). 

Notes:  

a. The state extraction revenue from 1949 to 1952 was the agricultural tax revenue, 

and the state extraction revenue from 1953 to 1957 included the agricultural tax 

revenue and state purchase of grain. 

b. The “gross grain production” before 1949 was the potential grain production which 

was the gross production when the peasant families added all available labor to 

grain production, while the “gross grain production” after 1949 was the actual 

annual grain production.  

c. After 1955, in A County, under the unified purchase and supply system, the state not 

only procured grain from the countryside, but also sold grain to “grain-short 

households” in the village. In this study, grain sold by the state to the households 

was not deducted from state grain procurement from the countryside.  

d. The conversion ratios used was in Perkins’s work (Perkins 2013: 314). 

 

Specifically, since the “gross grain production” after 1949 included state 

extraction revenue, revenue retained by peasant households, and the transaction 
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cost of controlling state agents (heads and recorders in the collective) and the 

revenue diverted by the state agents; and the revenue retained by peasant 

households tended to increase from by 1956 (see below); the increase in the share 

of state extraction revenue in gross grain production tended to reflect the decrease 

in both the transaction cost of controlling state agents and the revenue diverted by 

the state agents. 

 

on the one hand, from 1949 to 1956, since the transaction cost of controlling state 

agents, which was borne by the state, tended to be reduced (see Section 6.1 and 

6.2); the improvement in the efficiency of state extraction which was incurred by 

the decrease in the transaction cost of controlling state agents, tended to be 

obtained by the Communist state.  

 

On the other hand, in contrast to the tax farmers throughout the first half of 

twentieth century who tended to use the discretionary power granted by the state, 

their private information about the land and tax quotas of the households, and 

their own troops and fortune, to divert excessive amount of revenues from the 

state and the local community; the heads and the recorders in the collective from 

1949 to 1956, not only were deprived of the opportunity to retain revenue above 

those justified by the collection cost of state extraction, but also were prohibited 

from imposing non-statutory surcharges on the village. At the worst, the 

appropriation was inadequate to cover the collection cost (such as cost of 

measuring revenue sources) and the cost of managing collective farming, and led 

to a decrease in the income of “cadre household” (see Section 6.2.3). The best 

proof of the decrease in the revenue obtained by the heads and the recorders in the 

collective is the numerous reports that the heads and the recorders in the collective 



254 
 

asked for resignation from the posts in the collective. For instance, the head of 

Hou-shan-xiang Cooperative repeatedly asked for resignation from the post of 

head of the collective, and said “the (cooperative) head works to benefit the other 

(member peasants), but the head suffers loss” (Production Cooperation Section of 

A County Committee of CCP 1955/12/16: 27). A work team head of Lu-yang 

Cooperative even said, “being a work team head is more bitter than being a 

‘Nationalist Bandit’ (“Guo-min-dang tu-fei”); (A work team head) has nothing to 

eat, and was usually scolded and beaten” (Production Cooperation Section of A 

County Committee of CCP 1955/12/25: 8). 

 

In a word, from 1949 to 1956, the Communist state achieved a decrease in the 

cost of controlling heads and recorders in the collective and improved efficiency 

of state extraction for the state to a great extent. 

 

6.3.2 Decrease in “collection cost of state extraction and social loss incurred 

through state extraction” and efficiency of state extraction for peasant 

households in a collective 

By 1956, since the collection cost and the social loss incurred through state 

extraction tended to be imposed on the collective in the village, the improvement 

in the efficiency of state extraction arising from the decrease in the collection cost 

and the social loss incurred through state extraction tended to be shared by 

peasant households in the collective.  

 

First, the changes in the grain harvest allocation mechanism, including the 

decrease in the rent payment for the land, and the division of net income of 

the collective solely based on the work points earned by the peasants, 
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permitted the redistribution of wealth from the rich and the upper-middle 

peasant households to the poor and the lower-middle peasant households, 

and thus contributed to an increase in the efficiency of state extraction for the 

poor and the lower-middle peasant households. 

After 1952, in the allocation of grain harvest of the collective, there was an 

inclination to reduce the rent payment for land and even to distribute the net 

income of a collective solely based on the work points earned by the peasants. 

According to the stipulation issued by the central government, the allocation of 

the net income of the elementary cooperative should be based on both the rent rate 

for land (and other major production means) and work points earned by the 

peasants, while the allocation of the net income of the advanced cooperative 

should be solely based on the work points earned by the peasants (Standing 

Committee of the NPC 1956: 335, 351; First National People’s Congress 1956: 

410-1). In A County, in 1954, it was stipulated that the rent payment for land 

should be 40-50 percent of the “fixed harvest” (“ding-chan”) of the land owned 

by the household, and around 40 percent of the “actual annual harvest” 

(“shi-chan-liang”) of the last year when the peasant household had worked 

individually (CCP A County Committee: 1954/10/23: 39). In 1955, it was 

advocated by the government that the rent payment for land should be reduced to 

35% of the “fixed harvest” (“ding-chan”) of the land (Production Cooperation 

Section of A County Committee of CCP 1955: 15). In 1956, for the advanced 

production cooperative, the rent payment for land and the other major production 

means (including ox, farm tools) was abolished (Gazetteer of A County 2002: 149), 

and it was advocated by the government that “the revenue of a collective should 

be divided based on a peasant’s effort contribution in production, and a peasant 

should get more pay for more work done” (“an-lao-qu-chou duo-lao-duo-de”) 
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(Production Cooperation Section of A County Committee of CCP 1956/12/22: 

272). 

 

The conversion of mixture of land rent payment and payment based on work 

points earned by each peasant family into payment solely based on work points 

earned by each peasant family, contributed to a redistribution of wealth from the 

high-capital-intensity households to the low-capital-intensity households. 

Specifically, there was a negative relationship between the change in income of a 

household (after converting a mixture of land rent payment and payment based on 

work points earned by each peasant family into payment solely based on work 

points earned by each peasant family) and the capital intensity of the household. 

The data about the incomes of the 26 member households in Xi-shan Agricultural 

Production Cooperative in the suburb of Beijing City in 1950s supports the 

negative relationship between the income change of a household and the capital 

intensity of the household (Fan 1957: 115). Specifically, the Pearson’s correlation 

coefficient is -0.346. After controlling for the “agricultural tax rate of a 

household”, the partial correlation coefficient is -0.62055. The higher the capital 

intensity of a household was, the less the increase in the income of the household 

(after converting land rent payment into payment on work points) was.  

 

What’s more, the rich and the upper-middle peasant households tended to be more 

                                                      
55 There was a positive relationship between the capital intensity of a household and the 
“agricultural tax rate” of a household. And there was a positive relationship between the 
“agricultural tax rate” of a household and the income change of a household (before and after a 
collective became a state extraction unit). Thus, the negative relationship between the capital 
intensity of a household and the income change of a household (before and after converting 
mixture of land rent payment and payment based on work points earned by peasants into 
payment solely based on work points earned by peasants) may be suppressed before controlling 
for the “agricultural tax rate of a household”. More details would be offered below. 
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capital-intensive than the poor and the lower-middle peasant households. In 

general, the rich and the upper-middle peasant households tended to be more 

capital-intensive than the poor and the lower-middle peasant households, in a 

place where land and other major production means (such as ox and farm tools) 

were scarce and the agricultural production tended to be labor-intensive. For 

instance, in A County, even after land reform, except the landlord households 

whose land had been redistributed to the other peasant households, both the rich 

peasant households and the middle peasant households tended to be more 

capital-intensive than the poor peasant and the tenant-peasant households (see 

Table 6.2)56.      

 

 

 

 

 

 

 

 

                                                      
56 It is noteworthy that the per capita Land ownership of the farm laborer households after land 
reform (which was 1.69 mu) tended to be higher than that of the rich peasant households. Yet, 
both the “per household land ownership of the farm laborer households after land reform” (3.31 
mu) and the “amount of family members of the farm laborer households after land reform” (1.96) 
was the least among the households from different class backgrounds (landlord, rich peasant, 
middle peasant, poor peasant, and farm laborer). It meant that the relatively high per capita land 
ownership of the farm laborer households after land reform was mainly because of the 
significantly smaller family size of the farm laborer households. On the one hand, as the amount 
of the family member in a farm laborer household increased after land reform, the “per capita 
land ownership of the farm laborer household” would be reduced. On the other hand, after land 
reform, some of the farm laborer households would gradually climb into the rank of the rich, and 
became the “new” upper-middle peasant households. For instance, in the Ji-zhen Village of A 
County, the Huang-san-gui Household obtained fertile land and citrus orchards during the course 
of land reform, and had become rich peasant household by 1955 (Production Cooperation 
Section of A County Committee of CCP 1955: 11-2). 
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Table 6.2 Rural Land Ownerships in A County before and after Land Reform 

Class 

background 

Number of 

households 

Population  Amount of 

Land Owned 

before Land 

Reform (mu) 

Amount of 

Land 

Owned 

after Land 

Reform 

(mu) 

Per Capita 

Land 

Ownership 

Before Land 

Reform (mu) 

Per Capita 

Land 

Ownership 

After Land 

Reform (mu) 

Landlord 3804 25306 44009 17666 1.74 0.70 

Rich peasant 1964 13424 17577 19978 1.31 1.49 

Middle 

peasant 

14323 80089 71408 104029 0.89 1.30 

Poor peasant 

and farm 

laborer 

46045 175486 103877 199929 0.59 1.14 

SOURCE:  

Gazetteer of A County. 2002. Beijing: Xinhua Press. Pp. 147.  

 

Therefore, the conversion of mixture of rent payment and payment based on work 

points earned by the household into payment based on work points generally 

contributed to a redistribution of wealth from the rich and the upper-middle 

peasant households to the poor and the lower-middle peasant households, and thus 

led to an increase in the efficiency of state extraction for the poor and the 

lower-middle peasant households. For instance, in 1955, in the Xing-gang Village 

of A County, the poor peasant Wen Chang supported the abolition of land rent 

payment, and said, “the land should be converted to the collective ownership (of 

the cooperative) earlier, and the revenue of a collective should be divided solely 

based on a peasant’s effort contribution in production. It is still unjust that (the 

rich households) can obtain more revenue based on the relatively larger amount of 

land (owned by them)”. And the rich households were afraid that the conversion 
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of land rent payment into payment based on work points would lead to a decrease 

in the income of their own household incomes. But the rich households did not 

dare to say anything (Production Cooperation Section of A County Committee of 

CCP 1955: 11).    

 

Second, the substitution of the Agricultural Production Cooperative for the 

peasant household as the state extraction unit in the village led to shifting of a 

portion of the state extraction burden borne by the rich and the 

upper-middle peasant households to the poor and the lower-middle peasant 

households, and thus contributed to an increase in the efficiency of state 

extraction for the rich and the upper-middle peasant households. 

Just as I have illustrated above, although both the agricultural tax and the state 

purchase of grain were claimed to be imposed on the “normal annual grain harvest” 

of the rural land owned or rented by a household; under a progressive rate system, 

together with a series of regulations discriminating against the rich and the 

upper-middle peasant households, the state extraction rate borne by the rich and 

the upper-middle peasant households tended to be rather higher than that borne by 

the poor and the lower-middle peasant households (see Section 5.1). Besides the 

data about the state extraction rates on the peasant households in A County, a 

county in southeast China; the data about the state extraction rates on the peasant 

households of the 26 member households in Xi-shan Agricultural Production 

Cooperative in the suburb of Beijing City in 1950s supports the above inference 

(Fan 1957: 115). Specifically, the middle peasant household tended to bear higher 

agricultural tax rate than the poor peasant household did, and the poor peasant 

tended to bear higher rate than the tenant household did. The mean values of 

agricultural tax rate (agricultural tax/fixed normal harvest of land) for the middle 
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peasant households, the poor peasant households, and the tenant households were 

0.0163, 0.0128 and 0.0072 respectively.  

 

After 1954, as the Agricultural Production Cooperative, especially the advanced 

one, replaced the peasant household as the state extraction unit in the village, the 

peasant households in the cooperative tended to be imposed on an average state 

extraction rate. That is, after the substitution of the cooperative for the peasant 

household as the state extraction unit, a portion of state extraction burden on the 

rich and the upper-middle peasant households who had borne higher rates, would 

be redistributed to the poor and the lower-middle peasant households who had 

borne lower rates, and thus contributed to an increase in the incomes of the rich 

and the upper-middle peasant households. Specifically, there is a positive 

relationship between the income change of a household (before and after 

converting the cooperative into a state extraction unit) and the state extraction rate 

of the household. The data about the income changes and the agricultural tax rates 

of the member households in Xi-shan Agricultural Production Cooperative 

supports the positive relationship between income changes and state extraction 

rates (Fan 1957: 115). The Pearson’s correlation coefficient is 0.456. The higher 

the agricultural tax rate of a household had been, the more the increase in the 

income changes (before and after the substitution of the cooperative for the 

peasant household as the state extraction unit) was.  

 

Therefore, the substitution of the agricultural production cooperative for the 

peasant household as the state extraction unit led to shifting of a portion of state 

extraction burden which had been borne by the rich and the upper-middle peasant 

households to the poor and the lower-middle peasant households, and thus 
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contributed to an increase in the efficiency of state extraction for the rich and the 

upper-middle peasant households. 

 

Third, the “welfare fund” (“Gong-yi-jin”) and the “grain ration” 

(“Kou-liang”) permitted the redistribution of wealth to the households with 

insufficient labor to produce adequate subsistence for family members, and 

thus contributed to an increase in the efficiency of state extraction for the 

households with insufficient labor. 

Among the poor and the lower-middle peasant households in a collective, there 

were some households who had insufficient labor to produce adequate subsistence 

for family members, and tended to encounter a decrease in income after the 

conversion of land rent payment into payment based on work points, and the 

substitution of the cooperative for the peasant household as the state extraction 

unit. Specifically, what I mean by “the households with insufficient labor” 

included the “small landowner” households and some of the “poor peasant and 

farm laborer” households in Table 6.3. In rural China, the orphan households, the 

widow households, the sick households, the households with a lot of children and 

inadequate capable peasants all can be recognized as households with insufficient 

labor. On the one hand, although the per capita land ownership of the household 

with insufficient labor may be lower than that of the other peasant households (see 

Table 6.3), the inadequacy of capable workers in the household with insufficient 

labor led to redistribution of wealth from the household with insufficient labor to 

the other peasant households, rather than the reverse, after the conversion of land 

rent payment into payment based on effort contribution in production. For 

instance, in 1955, in A County, the old women with low labor force attachment 

were opposed to the conversion of land rent payment into payment based on work 
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points, and demanded an increase in the land rent payment when distributing the 

harvest of a collective among the member households (Production Cooperation 

Section of A County Committee of CCP 1955: 11). Actually, during the course of 

implementing “Guaranteed Work” System (“Bao-gong-zhi”), the peasants with 

low labor force attachment, such as the sick, the disabled, the aged, the widow, 

and the female peasants, were afraid that the conversion of land rent payment into 

payment based on work points would lead to a decrease in the incomes of their 

families (Production Cooperation Section of A County Committee of CCP 

1955/6/9: 54).     

 

Table 6.3 Land Ownerships of Peasant Households in A County after Land 

Reform 
 Number of 

households 

Popula-

tion  

Amount 

of Land 

Owned 

(mu) 

Per Capita Land 

Ownership (mu) 

Amount of 

family 

members 

Per Household Land 

Ownership (mu) 

Landlord 3804 25306 17666 0.70  6.65  4.64  

Rich peasant 1964 13424 19978 1.49  6.84  10.17  

Middle peasant 14323 80089 104029 1.30  5.59  7.26  

Poor peasant and 

farm laborer 

46045 175486 199929 1.14  3.81  4.34  

Small landowner 966 3179 1865 0.59  3.29  1.93  

SOURCE:  
Gazetteer of A County. 2002. Beijing: Xinhua Press. Pp. 147.  

Notes:  
a. Small landowner (“xiao-tu-di chu-zu-zhe”) household was the household who had 

insufficient family labor to farm the land and thus rented out the land to the other peasant 

households. In contrast to the “landlord”, the “small landowner” earned a relatively low 

rent which was relied on by his or her family to maintain subsistence living standard 

(“Supplementary Provisions on the Class Division in the Countryside” 1951/3/7: 76-7).   

 

On the other hand, the substitution of the collective for the peasant households as 



263 
 

the unit of state extraction, contributed to shifting of a portion of burden on the 

rich and the upper-middle peasant households to the households with insufficient 

labor, and thus contributed to a decrease in the incomes of the households with 

insufficient labor. In 1950s, besides a progressive rate system, together with a 

series of regulations discriminating against the rich and the upper-middle peasant 

households (see Section 5.1), the state offered a series of tax reliefs to the 

households with insufficient labor. As regards the agricultural tax, the dependents 

of revolutionary martyrs, army dependents, families of work personnel on the 

supply system, the aged, the weak, the orphaned, the widow, the crippled, and 

other especially poor peasants could be granted exemption by recommendation of 

the Village Agricultural Tax Investigation and Determination Committees and 

with approval of the county government (Central People’s Government Council 

1950: 59; Shue 1980: 114). Thus, the state extraction rate of the household with 

insufficient labor tended to be rather lower than that of the other peasant 

household in the village. Yet, just as I have illustrated above, after 1954, as the 

Agricultural Production Cooperative, especially the advanced one, replaced the 

peasant household as the state extraction unit in the village, the peasant 

households in a cooperative tended to be imposed on an average state extraction 

rate, and a portion of state extraction burden on the peasant households other than 

the households with insufficient labor tended to be redistributed to the households 

with insufficient labor. The substitution of the collective for the peasant 

households as the unit of state extraction thus contributed to a decrease in the 

income of the household with insufficient labor. 

 

Actually, in A County, it was not uncommon that the conversion of land rent 

payment into payment based on work points, together with the substitution of the 
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collective for the peasant households as the unit of state extraction, contributed to 

a decrease in the income of the household with insufficient labor. For instance, in 

the division of 1955 grain harvest, among the 2670 member households in the 

collectives (which were involved in the survey), there were 433 households whose 

income in 1955 was lower than that in 1954. Most of the 433 households were the 

households with insufficient labor and the cadre households. And even the reason 

for the decrease in the income of the cadre household was that the cadre focused 

on collective management and thus led to a decrease in his or her labor 

contribution in production (Production Cooperation Section of A County 

Committee of CCP 1956b: 249). Also in the division of 1955 harvest, the grain 

harvest of the Xi-yang Cooperative was divided solely based on the member 

peasant’s labor contribution in production. In the cooperative, a poor peasant 

named Wu Sheng-yue had been sick in 1955. Consequently, the peasant’s 

household which had 4 family members gained only 170 kilograms (for yearly 

consumption). The wife of the poor peasant said, “(My family) would not starve 

to death in early season, but (my family) are left to starve to death in late season”. 

The poor peasant called “Lao-zhu-feng” whose family had 8 members said, “Why 

do not my whole family take poison to commit suicide? Then we would not 

trouble the others!” (Production Cooperation Section of A County Committee of 

CCP 1956b: 251). 

 

Under these circumstances, the “welfare fund” (“Gong-yi-jin”) and the “grain 

ration” (“Kou-liang”) permitted the redistribution of wealth to the households 

with insufficient labor, and thus offset the decrease in the incomes of the 

households with insufficient labor, arising from the conversion of land rent 

payment into payment based on work points and the substitution of the collective 
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for the peasant household as the unit of state extraction. Specifically, just as I have 

illustrated above, both the “welfare fund” and the “grain ration” were used for 

supplementary benefits to the households with insufficient labor (such as the sick, 

the orphan, the widow, the aged, the crippled households, and the households with 

a lot of children), which could not sustain subsistence livelihood solely based on 

the income derived from work done by the family members (see Section 5.2.2).  

 

As regards the welfare fund, it was stipulated that after the major harvest, in the 

Agricultural Production Cooperative, 1-2 percent57 of the net income (the harvest 

left after deducting the production cost and the transaction cost) was to be 

deducted and designated as the “welfare fund” (Standing Committee of the 

National People’s Congress 1956: 352, First National People’s Congress 1956: 

411). In practice, the “welfare fund” was used mainly for supplementary benefits 

to the orphan, the widow, the sick, and the other households which could not 

maintain subsistence living standard solely based on the income derived from 

work done by the family members 58 (Production Cooperation Section of A 

County Committee of CCP 1955/12/16: 28).  

 

As regards the grain ration, the mixture of grain ration distribution and payment 

based on work points in the allocation of grain harvest of a collective was 

advocated by the state, and thus permitted the redistribution of wealth to the 

                                                      
57 The “Model Regulation for an Agricultural Production Cooperative” issued by the Standing 
Committee of the National People’s Congress in March of 1956, stipulated that 1-3 percent of the 
net income of the cooperative should be deducted and designated as the “welfare fund”. But the 
“Model Regulation for an Advanced Agricultural Production Cooperative” issued by the First 
National People’s Congress in June of 1956, stipulated that less than 2 percent of the net income 
of the cooperative should be deducted as the “welfare fund”.  
58 According to the stipulation, besides for relief for the poor and the lower-middle peasant 
households, the welfare fund should be used for the amenities for the other peasant households 
(Standing Committee of the National People’s Congress 1956: 352). 
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households with insufficient labor to produce adequate subsistence for family 

members. In A County, on the one hand, the practice of distributing (net) grain 

harvest of a collective solely based on the work points earned by the peasants was 

criticized by the new regime as “marginalizing the poor peasants and the tenants”, 

and was rectified. For instance, in the division of 1955 grain harvest, the (net) 

grain harvest of Xi-yang Cooperative was distributed solely based on a peasant 

household’s deposit in the cooperative (the amount of which depended on the 

amount of work points earned by the family members). Consequently, among the 

member households in the cooperative, there were 1 household whose grain 

supply met the consumption demand in 1 month, 11 households 2 months, 17 

households 3 months, 12 households 4 months, 9 households 5 months, 12 

households 6 months, 6 households 7 months, and 10 households 8 months. In 

addition, one member household got only 25 kilograms of rice, since the 

household had no deposit in the cooperative, and the 25 kilograms of rice were the 

relief provided by the cooperative (Production Cooperation Section of A County 

Committee of CCP 1956b: 251). As a result, the practice of the Xi-yang 

Cooperative was criticized by the authority as “Seriously Marginalizing Poor 

Peasant” and “Capitalism Thinking”, and was rectified (Production Cooperation 

Section of A County Committee of CCP 1956b: 251; Production Cooperation 

Section of A County Committee of CCP 1956/1/28: 236).  

 

On the other hand, the practice of distributing (net) grain harvest of a collective 

solely based on the amount of grain ration for each member peasant in a collective, 

was also criticized as violating the “socialist” principle of “getting more pay for 

more work done” (“duo-lao-duo-de”)”. For instance, in the division of 1956 grain 

harvest of the Ming-hu Advanced Cooperative, the amount of grain assigned to 
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each member of a household with 1 family member was 75 kilograms, the amount 

of grain assigned to each member of a household with 2 family members was 67.5 

kilograms, the amount of grain assigned to each member of a household with 3 

family members was 63 kilograms, and the amount of grain assigned to each 

member of a household with 4 family members was 60 kilograms. Consequently, 

the Huang-fa-sheng household with four family members (all of whom were 

capable peasants) gained only 240 kilograms of rice (60 kilograms per capita), 

while the Liu-min Household with one family member (who was 14 years old) 

obtained 75 kilograms of rice. The households with capable peasants thus 

demanded to withdraw from the collective (Production Cooperation Section of A 

County Committee of CCP 1956/12/22: 270).  

 

Therefore, the Communist state advocated the mixture of grain ration distribution 

and payment based on work points. Specifically, the net grain harvest of a 

collective would be divided into two parts, one distributed among the member 

households based on the grain ration per capita, and the other distributed among 

the member households based on the work points earned by the peasants in a 

household. Note that, it was emphasized that the grain assigned to a household in 

a collective should be sufficient to meet the subsistence requirement of the family 

members. For instance, in 1956, in Xi-lian Cooperative, there was a net harvest of 

186,465 catties of rice (that is the harvest left after deducting the quotas of 

agricultural tax and state purchase of grain, seed grain and animal fodder from the 

gross grain harvest). The net harvest was divided into two parts, one distributed 

among the member households based on the grain ration of 150 catties of rice per 

capita, one distributed based on the work days done by the peasants (2 catties of 

rice per work day). Consequently, one peasant named Xiu-e had done 169 work 
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days, and earned 488 catties of rice (including payment for work days and grain 

ration). Thus, the grain supply for Xiu-e was 65 catties (32.5 kilograms) per 

month. On the other hand, the amount of work days done by another peasant with 

low labor attachment was far less than that of Xiu-e, and the peasant received only 

28 catties of rice (14 kilograms) per month. The heads and the recorders of the 

cooperative were thus criticized by the state for failing to increase the grain ration 

for each peasant in the cooperative and to ensure subsistence grain for the poor 

peasant (Production Cooperation Section of A County Committee of CCP 

1956/11/12: 268).  

 

In a word, the conversion of land rent payment into payment based on work points, 

the substitution of agricultural production cooperative for peasant household as 

state extraction unit, and the “welfare fund” and the “grain ration”, offered the 

poor and the lower-middle peasants, the rich and the upper-middle peasants and 

the peasant whose household had insufficient labor, legal tools to divert the 

efficiency of state extraction arising from the decrease in the collection cost and 

the social loss incurred through state extraction (and the gains from the economies 

of scale), and contributed to an improvement in the private efficiency for their 

own households respectively. 

 

Fourth, by 1956, in A County, the improvements in the private efficiency of 

state extraction for the poor and the lower-middle peasant households, the 

rich and the upper-middle peasant households and the households with 

insufficient labor manifested themselves as an increase in the incomes of the 

households in the collective. 
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In 1955 and 1956, in A County, most of member peasants in the collective 

succeeded in achieving an increase in household income. According to the 

directive issued by the central authority, it was emphasized that in a normal 

growing year, it should be ensured that 90 percent of the households in a 

cooperative could achieve an increase in household income (Central Committee of 

CCP & State Council 1956/9/12: 366). In A County, in the spring of 1956, among 

the 77 agricultural production cooperatives (which were involved in the survey), 

there were 13 cooperatives achieving 1 to 10 percent increase in production, 15 

cooperatives 11 to 20 percent, 16 cooperatives 21 to 30 percent, 8 cooperatives 

31-40 percent, 1 cooperative 41 to 50 percent, 6 cooperatives more than 50 

percent, and 5 cooperatives whose production remained constant59 (Production 

Cooperation Section of A County Committee of CCP 1956b: 248). In the 

distribution of 1955 grain harvest, most of the peasant households in the 

collectives achieved an increase in household income (see Table 6.4). Apparently, 

among the 2670 cooperative member households (who were involved in the 

survey), there were 2115 households whose incomes increased after joining a 

cooperative (accounting for 79.21 percent of all the member households in the 

collective), 433 households whose incomes were reduced after joining a 

cooperative (accounting for 16.22 percent of all the member households in the 

collective), and 122 households whose incomes remained constant (accounting for 

4.57 percent of all the member households in the collective)60.  

                                                      
59 The changes in the harvests of the other 13 cooperatives in the sample were not made 
explicitly in the report. 
60 Note that, the households whose incomes decreased after joining a cooperative included the 
households had inadequate labor, and the cadre households whose family members had focused 
on cooperative management and contributed less effort in production than on the household 
farm (Production Cooperation Section of A County Committee of CCP 1956b: 248). That is, for the 
households whose incomes were reduced, the main reason for the income decrease was the 
relatively low number of work days done by their family members. 
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Table 6.4 Amounts of Households Whose Income Increased, Decreased and 

Remained Constant after Joining a Cooperative in the spring of 1956 

Class Backgrounds Increase  Decrease  Constant Sum 

New upper-middle  227 65 14 306 

Former upper-middle 185 42 12 239 

New lower-middle  472 75 16 563 

Former lower-middle  128 35 12 175 

Poor peasant 1103 216 68 1387 

Sum 2115 433 122 2670 

SOURCE: 
Production Cooperation Section of A County Committee of CCP .1956b. “On the 
One-year Rectification of Old Cooperative” (“Gong-gu lao-she yi-nian-lai 
gong-zuo qing-kuang yu wen-ti”). A County Archives. 1-1-153. Pp. 248. 
Note: 
a. Some apparent arithmetic errors on the raw data were corrected.  

 

In 1956, by the end of which 94.33 percent of all the peasant households in A 

County had joined the cooperative, the gross grain production 

(“liang-shi-zong-chan-liang”) in A County reached its highest level (108326.7 

tons of unhusked rice) from 1949 to 1964, and the annual grain production per 

average worker (“nong-ye ren-kou ren-nian sheng-chan liang-shi”) in A County 

reached its highest level (738 catties of unhusked rice) from 1949 to 1985 (see 

Figure 6.4) (Gazetteer of A County 2002: 149, 173). What’s more, most of all the 

501 agricultural production cooperatives in A County achieved an increase in 

production. Among the 499 cooperatives (which were involved in survey), there 

were 306 cooperatives which achieved an increase in production, 37 cooperatives 
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whose production remained constant, and 156 cooperatives whose production 

were reduced61 (Production Cooperation Section of A County Committee of CCP 

1956: 272).   

 

 

                                                      
61 The 1956 proportion of cooperatives whose production decreased in all the cooperatives in A 
County seemed to be higher than the 1955 proportion. One of the reasons is that when 
organizing agricultural production cooperatives (especially advanced cooperatives), “in some 
places, the peasants were pushed into the cooperatives too quickly, and the economic 
management (of the cooperative) was not improved” (Gazetteer of A County 2002: 149).   
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Figure 6.4 Gross Grain Production and Annual Grain Production Per Average Worker in A County from 1949 to 1964 

SOURCES: 
The data in this figure was derived from Gazetteer of A County (Beijing: 2002), Pp.173. 
Notes: 
a. The “annual grain production per average worker of 1949” in Figure 6.4 is different from the “labor productivity per average worker of 1949” in Table 4.5. The 

reason is that what is meant by “grain” in Figure 6.4 is different from what is meant by “grain” in Table 4.5. The former is the food crops including rice, sweet 

potatoes, wheat, maize, beans, cassava, and so on, and the yield of the crops is converted into rice equivalent yield; while the latter is the rice.  
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In the distribution of 1956 grain harvest, most of member households in the 

cooperative achieved an increase in income. In order to ensure 90 percent of member 

households in a collective could achieve an increase in income, it was stipulated by 

the central authority, 60 to 70 percent of the income of a cooperative should be 

distributed among the member households (Central Committee of CCP & State 

Council 1956/9/12: 366). In A County, the county government emphasized that for the 

cooperatives whose production was reduced in 1956, the contribution to “the reserve 

fund” (for capital accumulation) should be reduced or even not be deducted from the 

gross harvest of the collective, in order to ensure that 90 percent of member 

households in the collective could achieve an increase in income (Production 

Cooperation Section of A County Committee of CCP 1956/11/12: 267). In 1956, 

among the 497 cooperatives in A County (which were involved in the survey), there 

were 136 cooperatives 60-65 percent of whose income was obtained by the member 

peasants, 184 cooperatives 65-70 percent of whose income was obtained by the 

member peasants, and 177 cooperatives 70 percent of whose income was obtained by 

the member peasants (Central Committee of CCP & State Council 1956/9/12: 366). It 

thus ensured that most of peasant households in the collective could achieve an 

increase in household income62. 

 

In a word, by 1956, in A County, the actions and interactions of the poor and the 

lower-middle peasants, the rich and the upper-middle peasants and the peasant whose 

household had insufficient labor, had led to efficiency of state extraction for their own 

households respectively. 

                                                      
62 Actually, there were still some rich households who encountered a decrease in income or believed 
that they could increase their income to a greater extent when working on household farm. Thus, 
some “rich middle peasants” (“fu-yu-zhong-nong”) required to withdraw from the collective in the 
spring and summer of 1957 (Gazetteer of A County 2002: 149). 
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6.4 Conclusion 

Following the revised new institutionalism model, Chapter 6 illustrated how the state, 

the heads and the recorders in the collective, and the common peasants, under the 

forms of state extraction, the structures of the collective and the informal institutions 

(the class discourse imposed by the state and the Confucian moral discourse 

interwoven with the Buddhist, the Daoist and the local cult discourses in the village), 

led to not only (social) efficiency of state extraction for the whole society but also 

(private) efficiency for the state, the poor and the lower-middle peasant households, 

the rich and the upper-middle peasant households, and the households with 

insufficient labor respectively in rural China by 1956.  

 

Following the revised new institutionalism model, the current study understands the 

efficiency of state extraction in broader social context, and thus involves the 

transaction costs on all the actors in state extraction into the scope of study, which 

include “transaction cost directly imposed on state extraction” (C1) and “social loss 

incurred through state extraction” (C2) (see Chapter 2). Specifically, from 1949 to 

1956, in rural China, the “transaction cost directly imposed on state extraction” (C1) 

included the transaction costs of controlling state agents (heads and recorders in the 

collective) and the collection costs of state extraction; while the “social loss incurred 

through state extraction” (C2) included the social loss arising from the imposition of 

non-statutory surcharges by heads and recorders in the collective, and the social loss 

arising from shirking on collective farming. 

 

Firstly, the transaction costs of controlling heads and recorders in the collective 

tended to be borne by the state, and the efficiency improvement arising from the 

decrease in the transaction cost of controlling heads and recorders in the collective 
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tended to be obtained by the state, and led to efficiency of state extraction for the state 

by 1956. On the one hand, the bureaucratic and non-bureaucratic monitoring devices 

and state’s monopoly on coercive resources led to a decrease in the transaction costs 

of controlling heads and recorders in the collective, including monitoring cost and 

enforcement cost. On the other hand, since the transaction costs of controlling head 

and recorders in the collective tended to be borne by the state, the improvement in the 

efficiency of state extraction arising from the decrease in the costs of controlling 

heads and recorders in the collective tended to be obtained by the state. In A County, 

the best proof that there was an improvement in the efficiency of state extraction for 

the state is the increase in the share of state extraction revenue (sum of agricultural tax 

and state purchase of grain) in gross grain production from 1949 to 1956 (See Figure 

6.3). 

 

Secondly, the collection costs of state extraction and the social loss incurred through 

state extraction were imposed on the collective, and the improvement in the efficiency 

of state extraction arising from the decrease in the collection costs and the social loss 

incurred through state extraction tended to be shared by the peasant households in the 

collective. On the one hand, the actions and interactions of the state, the heads and the 

recorders in the collective and the common peasants led to a decrease in the collection 

costs and the social loss incurred through state extraction. Specifically, the 

redistribution of wealth from the landlord and the rich peasant households to the poor 

and the lower-middle peasanst households in a series of peasant campaigns, the 

manipulation of the traditional moral values and the mobilization of the poor and the 

lower-middle peasants in the “Uncovering Black Rural Land” (“Cha-hei-ji-hei”) 

Campaign, the use of lump sum payments from collectives, the private information 

possessed by the peasants in the collective, and the increasing use of written records 
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led to a decrease in the collection costs of state extraction in rural China; the 

bureaucratic and the non-bureaucratic monitoring devices (including the accounting 

institutions at county, sub-district and village levels, the work teams sent to the village, 

and the training class for cadres), a series of sanctions (including removal from office, 

forced labor, forfeit, criticism and mass struggle at mass meetings, detention, and trial) 

for opportunistic behaviors, and the dependence of heads and recorders in the 

collective on the state, contributed to a decrease in the social loss arising from the 

imposition of non-statutory surcharges by heads and recorders in the collective; and 

the “Guaranteed Work” System (“Bao-gong-zhi”) for evaluating and calculating the 

work done by the peasants in a collective, and the member household’s right to 

withdraw from the collective led to a decrease in the social loss arising from shirking 

in collective farming.  

 

On the other hand, the conversion of land rent payment into payment based on work 

points, the substitution of agricultural production cooperative for peasant household 

as state extraction unit, and the “welfare fund” and the “grain ration”, offered the poor 

and the lower-middle peasants, the rich and the upper-middle peasants and the 

peasants whose household had insufficient labor, legal tools to divert the efficiency of 

state extraction arising from the decrease in the collection costs and the social loss 

incurred through state extraction (and the gains from the economies of scale), and 

contributed to an improvement in the private efficiency for their own households 

respectively. In A County, the improvements in the private efficiency of state 

extraction for the poor and the lower-middle peasant households, the rich and the 

upper-middle peasant households and the households with insufficient labor 

manifested themselves as an increase in the incomes of the households in the 

collective by 1956. 
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Chapter 7 Discussion and conclusion 

This thesis has examined the secular changes in local organizations and the historical 

experience of state extraction in rural China during a relatively long period from the 

fourteenth century to 1956. By focusing on “turning points” during which the actions 

of the state, state agents, and constituents and the interactions among them led to 

changes in the forms of state extraction (including the forms of taxation, and the 

forms of contract between the state and state agents), as well as changes in the 

structures of local organizations, and the informal institutions, the present study has 

developed a consistent theoretical framework to understand state extraction and the 

institutions involved in it under the constraints of transaction costs. 

 

The present study has revised the new institutionalism model by emphasizing the 

centrality of the deliberate actions (and interactions) of the state, state agents and 

constituents to the institutional evolutions (of organization structures, informal 

institutions and forms of state extraction in broader social context) and the efficiency 

of state extraction. This has been achieved by recognizing the “non-embedded 

choices”63 in actions to include not only selecting alternative programs meeting the 

goals (discovered through deliberate actions) but also modifying incentive structures 

of actors, and thus involve both the transaction costs of searching for appropriate 

programs meeting goals and the transaction costs associated with modifying incentive 

structures of actors. Secondly, the present study illustrates the mutual interactions 

between the legitimacy of actions and informal institutions (elements of which were 

incorporated by the actions) and the efficiency of actions: the efficiency of actions 

                                                      
63 Non-embedded choices are the choices which are not involved in the unconscious habits of the 
actor, and thus should be made by referring to the actor’s consciousness (Barbalet 2009). 
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consistently constrains the legitimacy of actions and the legitimacy of informal 

institutions, while the legitimacy of informal institutions and actions incorporating the 

elements of the informal institutions contributes to the efficiency of actions. 

 

Following the approach opened by Schumpeter (1991: 101), by examining the state 

extraction in rural China during a relatively long period from 1368 to 1956, and 

focusing on the “turning points” (such as the first half of the twentieth century, and 

the period 1949 to 1956) during which “existing forms begin to die off and to change 

into something new, and which always involve a crisis of the old fiscal methods”, the 

present study develops a consistent framework to understand the changes in state 

institutions, and the efficiency of state extraction, not only in China, but also in the 

other countries (such as the development of a relatively strong central representative 

institution in England in the seventeenth century and the establishment of bureaucratic 

monarchy in the major European continental countries in the eighteenth century), after 

the fourteenth century. 

 

The thesis therefore goes beyond the new institutionalism model and develops a new 

model for understanding organizations, what might be called the process 

institutionalism model. In contrast to the new institutionalism model (North 1981, 

1991; Williamson 1975), which emphasizes the efficiency properties of alternative 

forms of organizations and their centrality to the actions and interactions of 

organization participants and the other actors in broader social context, the process 

institutionalism model focuses on the processes whereby the organizational 

participants and the other actors in broader social context, having different interests 

and valuing various inducements, take actions and interact with each other. The 

process institutionalism model emphasizes that the process of the actions and 
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interactions of organization participants and the other actors in broader social context 

is fundamentally important to the changes of organization structures and the other 

institutions in broader social context, and the changes in the efficiency of institutional 

patterns.  

 

The most important finding from the process institutionalism model developed in the 

thesis is the new approach offered by it for understanding the relationships between 

actors and institutions, the action-centric approach. In terms of the general theoretical 

issue of how to understand the relationships between actors and institutions, the 

approaches adopted by the conventional studies mainly include an institution-centric 

approach and actor-centric approach. The former emphasizes the actions’ conformity 

to the efficiency properties of the forms of institutions (Levi 1988; Kiser 1994; 

Williamson 1975; North 1981, 1991), while the latter emphasizes the role of crucial 

actors in fostering the changes in institutions (Hung 2008; Slater 2009). Neither of the 

two approaches is adequate to explain the actions taken by actors in dealing with the 

contradictions among the constraints imposed by the institutions, which lead to not 

only the changes in the institutions but also to changes in the incentive structures of 

the actors. By emphasizing the centrality of actions to the changes in the institutions 

and the changes in the actors, the action-centric approach, adopted by the process 

institutionalism model presented here, recognizes time and uncertainty as relevant to 

the changes in institutions and the changes in actors, and, on the other hand, involves 

efficiency (transaction costs) and legitimacy of actions into the scope of study. With 

regard to state extraction, the process institutionalism model provides powerful tools 

for not only understanding the variations of incentive structures of different actors 

who are being faced with the same repertoire of incentives imposed by the institutions, 

but also for explaining the historical changes of state institutions in different 
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countries. 

 

To summarize discussion below, Section 7.1 emphasizes that the actions taken by 

actors to modify incentive structures and thus the transaction costs associated with 

modifying incentive structures of actors should be involved in the scope of studies of 

actions and interactions of organization participants and the other actors in broader 

social contexts. Section 7.2 illustrates the mutual interactions between legitimacy of 

actions and informal institutions and efficiency of actions, and describes two models 

of interactions between legitimacy of actions and informal institutions and efficiency 

of actions. Section 7.3 develops a consistent, but preliminary, theoretical framework 

to understand how the actions and interactions of actors in state extraction in various 

countries (China, England, and European continental countries) led to variations in 

institutional changes (and policy developments) in different situations, and efficiency 

(or inefficiency) of state extraction, not only for specific actors in state extraction, but 

also for the whole society, after the fourteenth century. Section 7.4 goes beyond the 

new institutionalism model and develops a new model for understanding the actions 

and interaction of organization participants and the other actors: the process 

institutionalism model. 

 

7.1 Actions of the state, state agents and common peasants, 

transaction costs associated with modifying incentive structures of 

actors, and efficiency of state extraction 

The current study revises the new institutionalism model, and emphasizes the 

centrality of the deliberate actions (and interactions) of the state, state agents 

(recorders in lijia organization and lineage leaders before twentieth century, local 
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bosses during the first half of twentieth century, and heads and recorders in the 

collectives after 1949), and common peasants to the efficiency of state extraction in 

rural China from the fourteenth century to 1956. In contrast to the existing studies 

which imply that an individual actor’s preference frame is essentially the same during 

the course of action, and focus only on the transaction costs of searching for 

appropriate programs meeting the goals of actions (North 1981: 20-32; Levi 1988: 10; 

Kiser and Schneider 1994: 190; Whiting 2001); the current study recognizes the 

“non-embedded choices” in action as including not only selecting alternative 

programs meeting goals (discovered through deliberate actions) but also modifying 

incentive structures of actors, and thus involves both the transaction costs of searching 

for appropriate programs meeting goals and the transaction costs associated with 

modifying incentive structures of actors. 

 

The existing studies of the actions and interactions of organization participants and 

the other actors in state extraction (including those adopting the new institutionalism 

model) tend to imply that the preferences brought by the actors to the situation in 

which they take actions remain the same during the course of action, and center 

around the transaction costs of searching for appropriate programs meeting the 

preferences of the actors. Specifically, on the one hand, although the existing studies 

of the actions and interactions of the organization participants and the other actors in 

state extraction, in contrast to the neo-classical economic theory (which recognizes 

the institutions as given and focuses on exchange between market actors), emphasizes 

the interactions between the actions of actors and the institutions; the existing studies 

tend to follow the research tradition of the neo-classical theory on the preferences of 

actors, and assumes that all actors in state extraction are “rational and self-interested” 

and the ruler (or the state) is inclined to “maximize revenue to the state” (North 1981: 
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20-32; Levi 1988: 10; Kiser and Schneider 1994: 190; Whiting 2001). Although the 

existing studies (March and Simon 1958; Simon 1986: 161-76; Williamson 1975; 

Whiting 2001) (including the studies of the variety of organizations in the spheres 

other than state extraction) admit that there are a variety of incentives imposed on the 

actions of actors by institutions, it is implied that the fulfillments of the variety of 

incentives through alternative programs can be measured in comparable units in the 

frame of an individual actor’s preference which remains relatively the same during the 

course of action64, and thus the studies of the actions and interactions of organization 

participants and the other actors tend to focus on searching for appropriate programs 

meeting the goals of actions, and exclude modifying incentive structures of the actors.  

 

On the other hand, although the existing studies of the efficiency of state extraction 

involve the transaction costs associated with the deliberate actions taken by the state 

(or the ruler) to impact the incentive structures of state agents and constituents, such 

as the cost of monitoring state agents, the cost of sanctioning opportunistic behaviors 

of agents, and the cost of monitoring and enforcing constituent compliance (Kiser & 

Schneider 1994: 190; Levi 1988: 29-30, 32; North 1981: 18-19, 28), the existing 

studies tend to neglect the transaction costs associated with the incentive structures (of 

the state agents and the constituents) themselves, such as the social loss associated 

with state agent’s incentive to impose non-statutory surcharges, and the social loss 

associated with the common peasants’ incentive to shirk on collective farming, with 

                                                      
64 Both the “bounded rationality model” and the “organizational failure framework” are based on the 
premise that the fulfillments of the variety of incentives through alternative programs can be 
measured in comparable units in the frame of an individual actor’s preference (for instance, under the 
mixed voluntary-commercial blood donation system, for a blood donor, the satisfaction from his or her 
sense of indispensability is thought to be the same in nature as that from pecuniary rewards), and 
thus the “aspiration level” (which is used to determine that a “satisfactory” program has been found 
and the search for alternatives can stop) would be fixed at which the marginal improvement in 
satisfaction through alternative programs is just balanced by the marginal cost of searching for 
alternative programs meeting the goal of the action. 
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only few exceptions (e.g. McGuire and Olson’s study of the “deadweight loss” 

prompted by the “incentive-distorting” effects of state extraction on the production; 

and Lin’s study of the relationship between the right of the members to withdraw from 

a collective and the member’s incentive to shirk on collective farming, and thus the 

production decline arising from shirking on collective farming) (McGuire & Olson 

1996: 72-96; Lin 1990: 1228-1252). 

 

Therefore, in contrast to the existing studies of the roles of local organizations in state 

extraction (and the studies of actions of organization participants and the other actors 

in the spheres other than state extraction) which presume that the preferences are 

brought by actors to the situation where they act and remain the same during the 

course of action, the current study finds that “persons discover their goals, purposes 

and preferences through their actions” (Barbalet 2009: 150), and the deliberate actions 

taken by the actors to pursue private efficiency (decrease in transaction costs borne by 

themselves) involve not only searching for appropriate programs leading to the ends 

of actions (which has been illustrated by March, Simon and Williamson, see March 

and Simon 1958; Simon 1986: 161-76; Williamson 1975), but also modifying the 

incentive structures of the actors. When this is the case, the transaction costs of 

“non-embedded choices in action” included not only the costs of searching for 

appropriate programs meeting goals (which is the focus of the existing studies of 

actions of organization participants and the other actors), but also the costs associated 

with modifying incentive structures of organization participants and the other actors 

who are constrained by the organization structures and the institutions in broader 

social context. 

 

Specifically, on the one hand, it is found that by manipulating the forms of state 
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extraction and the structures of local organizations, the state (or the ruler) 

significantly impacts the incentive structures of the state agents (heads and recorders 

in local organizations) and the common peasants, and thus contributes to the changes 

in the transaction costs of state extraction. For instance, from 1949 to 1956, in rural 

China, the institutional characteristics of the forms of state extraction and the 

structures of local organizations, including the relatively fixed quotas of agricultural 

tax and state purchase of grain for each household (and collective), the publicizing of 

the quotas in the village, the bureaucratic and the non-bureaucratic monitoring devices 

(including the accounting institutions at county, sub-district and village levels, the 

work teams sent to the village, and the training class for cadres), and a series of 

sanctions (including removal from office, forced labor, forfeit, criticism and mass 

struggle at mass meetings, detention, and trial) for opportunistic behaviors, imposed 

on the actions of heads and recorders in the collective the disincentive to extract 

non-statutory surcharges from local community, and thus contributed to a decrease in 

the social loss arising from the imposition of non-statutory surcharges (see Chapter 5 

and Chapter 6). And the “Guaranteed Work” System (“Bao-gong-zhi”) for evaluating 

and calculating the work done by the peasants in a collective, and the member 

household’s right to withdraw from the collective, imposed on the actions of the 

common peasants the disincentive to shirk on collective farming, and led to a decrease 

in the social loss arising from shirking on collective farming (see Chapter 6).  

 

On the other hand, being constrained by the various incentives imposed by the forms 

of state extraction and the structures of local organizations, and the other institutional 

characteristics (such as the moral values embodied in the traditional informal 

institutions, and the labor productivity) in broader social context, the state agents and 

the common peasants would take deliberate actions to achieve the compatibility 
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among the incentives, or to select among the incentives, with the aim of pursuing a 

decrease in the transaction costs (borne by themselves). In contrast to the existing 

studies (of the actions and interactions of organization participants and the other 

actors) which imply that the variety of incentives imposed by institutions are the same 

in nature, and the fulfillments of the incentives could be measured in comparable units 

in a relatively stable frame of preference (March and Simon 1958; Simon 1986: 

161-76; Williamson 1975); the current study finds that the variety of incentives 

imposed by institutions on an individual actor tend to be idiosyncratic, and during the 

process of actions (and interactions with other actors), an individual actor, being 

constrained by the institutions, modifies his incentive structures to develop newly 

efficient behavior, and thus pursues a decrease in transaction costs.  

 

For instance, throughout the first half of twentieth century, in rural China, the 

relatively low peasant family labor productivity led to no surplus above subsistence 

level on family farms, and the imposition of tax and surcharges on peasant families 

would inevitably lead to expanding inefficiency in the family farm and even 

endangered the opportunity of the family to live. Under these circumstances, the state 

agents in state extraction were forced to select between the interest-specific incentive 

(imposed by forms of state extraction and structures of local organizations) to pursue 

private interest for their own families at the expense of the local community, and the 

moral incentive (embodied in the informal institutions) to look to the good of the local 

community rather than the good of their own families. Consequently, the “protective” 

state agents (such as protective clan elders), who relied on the respect by the local 

community to obtain power and compliance in the countryside, tended to relinquish 

their office in state extraction, since they could not afford the diminishing of 

legitimacy arising from the imposition of land tax and surcharges and thus the 
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increase in the “cost of enforcing constituent compliance” in state extraction and the 

other spheres (such as religious rituals). And the local bosses tended to fill the power 

vacuum, and chose the interest-specific incentive to pursue private interest at the 

expense of the local community (and the state) in state extraction, since they relied on 

their own fortune and troops to gain compliance in the countryside, and did not 

encounter an increase of the “cost of enforcing constituent compliance” to the extent 

that the “protective” state agents did. What’s more, by investing money in the 

establishment of ancestral halls and clan estates, the local bosses could further 

decrease the “cost of enforcing constituent compliance” (see Chapter 4). It was by 

modifying incentive structures during the process of action that the state agents in 

rural China could achieve a decrease in transaction costs, and it was the transaction 

costs which consistently constrain the actions taken by actors to modify incentive 

structures. 

 

In a word, besides searching for appropriate programs leading to the ends of actions, 

the study of actions and interactions of organization participants and the other actors 

in broader social environment should involve modifying incentive structures of actors 

and thus the costs associated with modifying incentive structures of actors. It would 

help us understand why there is immense variation in the incentive structures of actors 

who are under the same institutions and thus are faced with the same repertoire of 

incentives imposed by the institutions. In future studies of actions of organization 

participants and the other actors in state extraction and other spheres (such as the 

labor market), the costs associated with modifying incentive structures of actors (such 

as the cost of discovering one’s position in the organization and broader social context 

which is related to his “consciousness”, the cost of selecting among the variety of 

idiosyncratic incentives imposed by the institutions associated with the variety of jobs, 
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and so on) deserve further research. 

 

7.2 Informal institutions, legitimacy of actions and efficiency of 

actions 

Following the tradition of the new institutionalism model, informal institutions are the 

humanly devised and unwritten constraints that structure political, economic and 

social interactions, and include taboos, customs, traditions, codes of conduct, 

ideologies, and so on (North 1981: 45-58, 1991: 97; Williamson 1975). During the 

processes whereby organizations perform functions and interact with the environment, 

the (legitimate) informal institutions (and some formal institutions, such as legal 

mandates of legitimate authorities) function as “institutionalized myths” which the 

organization participants and the other actors in broader social context adopt 

ceremonially, and legitimize actions and interactions of actors (Meyer and Rowan 

1977). Specifically, in the current study, the informal institutions in rural China 

included the Confucian moral discourse interwoven with the Buddhist, the Daoist and 

the local cult discourse before 1949 and the state-imposed class discourse (fused with 

the traditional moral values) after 1949 (see Section 4.2.2, Section 5.3 and Section 

6.2.3).  

 

The existing studies tend to emphasize the (organization participants’ and the other 

actors’) conformity to the informal institutions (and some of formal institutions) 

which have become “institutionalized myths”, and have contradictory viewpoints 

about the relationship between legitimacy and efficiency of actions (Meyer and 

Rowan 1977: 340-1; DiMaggio and Powell 1983: 153; North 1981: 45-58; 

Williamson 1975: 54-6). On the one hand, it is implied that the actions incorporating 
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the “institutionalized myths” lead to legitimacy of actions but undermine efficiency of 

actions (Meyer and Rowan 1977: 340-1; DiMaggio and Powell 1983: 153). It is 

emphasized that the informal institutions (and some of the formal institutions), once 

they become institutionalized myths, have the property that they are taken for granted 

as legitimate, and thus are beyond the efficiency calculation by any individual 

organization participant or external actor in broader social context. That is, the 

(legitimized) actions incorporating the legitimate informal institutions would be taken 

by actors without reference to consideration of efficiency. This is why it is not 

uncommon that some (legitimized) habits are still unconsciously taken by actors even 

when they are inefficient (involving the costs of modifying incentive structures and 

the costs of searching for appropriate programs into consideration).  

 

On the other hand, North and Williamson emphasize that the investment (that every 

society makes) in legitimacy and thus the conformity of actions to the informal 

institutions (such as ideology), would contribute to an improvement in the efficiency 

(such as a decrease in the cost of detecting free riding and the cost of enforcing 

compliance) (North 1981: 45-58; Williamson 1975: 54-6). It is emphasized that the 

informal institutions contributes to not only a decrease in the cost of selecting 

alternative behavior sequences by simplifying the actor’s decision making process, 

but also a decrease in the cost of enforcing constituent compliance by convincing 

constituents of the legitimacy of the existing system (North 1981: 49, 53).  

 

Actually, these studies focus on different dimensions of the relationships between 

legitimacy and efficiency of actions, and fail to provide a consistent picture 

concerning the roles of informal institutions in the legitimization of actions, and the 

interactions between legitimacy and efficiency of actions. By illustrating the secular 
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changes in the informal institutions in rural China during an extended period from the 

fourteenth century to 1956 and focusing on the critical intermediate stages including 

the first half of twentieth century when the legitimacy of the traditional informal 

institutions (the Confucian moral discourse interwoven with the Buddhist, the Daoist 

and the local cult discourse) was eroded by the inefficiency of actions incorporating 

the elements of the traditional informal institutions, and the period 1949 to 1956 

during which the state-imposed class discourse was fused with the traditional moral 

values possessed by the peasants through a series of village rituals and thus 

legitimized the state-endorsed actions (see Section 4.2.2 and Section 5.3), the present 

study describes two models of interactions between legitimacy and efficiency of 

actions (and informal institutions), including the model of interaction between 

efficiency and legitimacy of actions triggered by legitimacy of new institutional 

pattern, and the model of interaction between efficiency and legitimacy of actions 

triggered by inefficiency of established habit. 

 

First, under the model of interaction between legitimacy and efficiency of actions 

triggered by legitimacy of new institutional pattern, the newly imposed informal 

institutions gain legitimacy by being fused with the traditional moral values possessed 

by the constituents, and thus legitimize the new behaviors incorporating the elements 

of the newly imposed informal institutions. When this is the case, the legitimacy of 

the new behavior, together with the efficiency of the newly selected behavior would 

lead to adoption of new institutional pattern and enhancement of legitimacy of the 

newly imposed informal institutions (see Figure 7.1).  
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Figure 7.1 Interactions between efficiency and legitimacy of actions triggered by legitimization of new institutional pattern
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Specifically, on the one hand, by being fused with the traditional moral values 

possessed by the constituents, the newly state-imposed informal institutions obtain 

support from the constituents, and thus not only gain legitimacy but also legitimize 

the (state-endorsed) actions incorporating the informal institutions. For instance, the 

current study finds that from 1949 to 1956, through a series of rituals in the 

countryside, the class discourse, imposed by the state on the village, was fused with 

the traditional moral values which were embodied in the traditional informal 

institutions (the Confucian moral discourse interwoven with the Buddhist, the Daoist 

and the local cult discourse), and were possessed by the peasants in the village. Thus, 

the class discourse not only obtained legitimacy but also legitimized the state 

extraction in rural China (agricultural taxation and state purchase of grain) and the 

redistribution of wealth from the landlord and the other rich peasant households to the 

poor and the lower-middle peasant households, both of which incorporated the 

elements of the newly imposed class discourse (see Section 5.3). 

 

On the other hand, the efficiency of the newly selected behavior is a prerequisite for 

the adoption of new practices and thus the emergence of new institutional habits. The 

early adopter of new practices is driven by not only legitimation concern but also 

efficiency consideration; and it is only when an action incorporating the (legitimate) 

informal institutions is efficient that the action will be generally taken by the 

self-conscious actors. When this is the case, the constituents’ support of the action and 

the informal institutions would be guaranteed, and the legitimacy of the action and the 

informal institutions would be reinforced. For instance, in rural China, in 1950s, in 

some villages, although the redistribution of wealth from the landlord and the rich 

peasant households to the poor and the lower-middle peasant households had been 

legitimized by fusing the class discourse (which were incorporated by the 
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redistribution of wealth in the countryside) with the traditional moral values possessed 

by the peasants through a series of village rituals, the peasants were still reluctant to 

initiate the new practices (joining in the peasant campaigns to redistribute wealth from 

the rich to the poor) since the landlords and the other rich peasants still maintained 

considerable control over the village, and joining in the campaigns to redistribute 

wealth from the rich to the poor would lead to reprisals (CCP A County Committee 

1952/3/11: 209-10). It is only when the local bosses in the countryside had been 

crushed by the Communist regime and the costs of taking part in the campaign had 

been reduced that the peasants chose to initiate the new practice. And the peasants’ 

adoption of the new practice would conversely expand the support to the new practice 

and the institutions behind the practice, and thus help reinforce the legitimacy of the 

new action and the newly state-imposed class discourse (see Section 6.2.1).  

 

Second, under the model of interaction of efficiency and legitimacy of actions 

triggered by inefficiency of established habit, the expanding inefficiency of 

established legitimate behavior (habit) under conditions of institutional debility or 

default would force actors to take deliberate actions (including modifying incentive 

structures and searching for appropriate programs leading to ends of actions) to 

initiate new (efficient) practices in order to replace older (inefficient) institutional 

patterns, and thus lead to an evolution of legitimate informal (and formal) institutions 

(see Figure 7.2).  
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Figure 7.2 Interactions between efficiency and legitimacy of actions triggered by inefficiency of established habit 

Elements of established informal 

institutions 

Legitimate 

Established habit 

Efficient and legitimate 

Newly selected behavior 

Inefficient and illegitimate 

Behavior conducted by actor 

Unconsciously adopting habit 

Elements of established informal 

institutions 

Legitimate 

Established habit 

Inefficient and legitimate 

Newly selected behavior 

Efficient and illegitimate 

Behavior conducted by actor 

Inclining to relinquishing habit 

Elements of established informal 

institutions 

Illegitimate 

Established habit 

Inefficient and illegitimate 

Newly selected behavior 

Efficient and legitimate 

Behavior conducted by actor 

Initiating new institutional patterns 



294 
 

Specifically, on the one hand, when the costs of embedded legitimate behavior have 

been increased to the extent that the costs of inefficient habit (the embedded 

legitimate behavior) are much higher than the costs of deliberately selecting 

alternative behavior sequences (including the costs of modifying incentive structures 

and the costs of searching for appropriate programs), the actors tend to be forced to 

relinquish the engaging behavior (Barbalet 2009: 147). It thus leads to erosion of the 

legitimacy of the extant behavior and the legitimacy of the informal institutions 

behind the older behavior. For instance, during the first half of twentieth century, 

being faced with the inefficiency of the family farm (arising from the decrease in 

peasant family labor productivity and the excessive extraction of surcharges by local 

bosses), the common peasants in rural China were forced to take deliberate actions to 

select appropriate programs (including selling their rice reserve and buying cheaper 

rice, substituting rice planting for the growing of sweet potato, and leaving their 

hometown to make a living in southeastern Asian countries) to produce adequate 

subsistence for family members (see Section 4.1.2 and Section 4.3.3, and Fei 1976: 

135; Huang 1990). In the circumstances above, although the peasants still possessed 

the traditional moral incentives (to look to the good of their own families) embodied 

in traditional informal institutions, they took deliberate actions to search for 

appropriate programs meeting the moral incentives, and led to erosion of the 

legitimacy of the “older and failing institutional patterns” (Barbalet 2009: 147). In the 

extreme cases, the (male) peasants were even forced to sell their wives and children in 

order to survive, and thus relinquished the moral incentives (to look to the good of 

their own families) embodied in the traditional informal institutions (Deng 1998: 

44-51). The selling of wives and children by the peasants contributed to erosion of not 

only the legitimacy of traditional procedures but also the legitimacy of traditional 

moral incentives, and even invalidated some elements (such as some goals and 
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procedures) in the traditional informal institutions. 

 

On the other hand, when being faced with the expanding inefficiency of engaging 

habits, the actors would not only take deliberate actions to discover appropriate 

incentives and appropriate programs leading to ends of actions, but also build their 

newly selected goals and newly selected programs into society as legitimate 

institutions and thus lead to changes of legitimate institutions in the broader social 

context. For instance, throughout the first half of twentieth century, the 

(entrepreneurial) local bosses tended to replace the (protective) lijia recorders and 

lineage leaders as state agents in rural China. Yet, according to the traditional informal 

institutions (the Confucian moral discourse interwoven with the Buddhist, the Daoist 

and the local cult discourse), the local bosses (some of whom had been bandits) were 

peripheral to the local community, and their control over the village was illegitimate. 

In order to legitimize their control over the village, the local bosses tended to use their 

fortune and troops to protect the local community against outsider intrusion in an age 

of endemic political disorder and set up estates and the other symbols composing the 

traditional informal institutions, (although they at the same time imposed 

non-statutory surcharges on the peasants to extract excessive revenues from the 

village) (See Section 4.2.2 and Section 4.3.3; Siu 1989; and Duara 1988). Through a 

series of actions, the local bosses on the one hand incorporated some elements in the 

traditional informal institutions and thus contributed to the persistence of traditional 

institutions in the countryside, on the other hand built their goals and procedures into 

the legitimate informal institutions and led to changes of the informal institutions in 

rural China. 

 

In a word, during the course of actions, the legitimacy of actions and informal 
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institutions (elements of which were incorporated by the actions) and the efficiency of 

actions consistently mutually interacted with each other. Firstly, both the 

legitimization of the newly selected behavior (arising from the imposition of informal 

institutions) and the expanding inefficiency of the embedded habit can be initiating 

impulse for subsequent actions. Secondly, on the one hand, the efficiency of actions 

consistently constrains the legitimacy of actions and the legitimacy of the informal 

institutions: the expanding inefficiency of a legitimate behavior would force the actor 

to take deliberate actions to modify incentive structures and to search for alternative 

programs, and thus undermine the legitimacy of actions and the legitimacy of the 

elements of informal institutions involved in the actions; on the other hand, the 

legitimacy of informal institutions and actions incorporating the elements of the 

institutions contributed to the changes in the efficiency of actions: the illegitimacy of 

behaviors would force the actors to take deliberate actions to build their (new) goals 

and procedures into the extant legitimate informal institutions, and thus legitimized 

the formerly illegitimate behaviors, and conversely contributed to an improvement in 

the efficiency of the behaviors. 

 

7.3 Actions of the state, state agents and constituents, transaction 

costs of state extraction and changes of state institutions 

Actions (and interactions) of the state, state agents and constituents (and the other 

actors) in state extraction (or “taxation”) are fundamentally important to the changes 

of state institutions (such as bureaucracies and parliaments) and the other related 

institutions in broader social context (such as public schools) (Schumpeter 

1991[1918]: 106-8, 110-1; Tilly 1975; Ardant 1975; Braun 1975; Levi 1988; 

Campbell 1993: 176-7). Specifically, on the one hand, during the course of actions in 

state extraction, by arranging the “transactions” among state, state agents and 
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constituents in institutions, the actors (the state, state agents, constituents, and other 

actors) pursue private efficiency in state extraction, and bring about changes in state 

institutions in state extraction (Williamson 1975; Tilly 1975; Ardant 1975; Braun 

1975). On the other hand, the state institutions in state extraction conversely constrain 

the actions (and interactions) of the state, state agents and constituents (and the other 

actors) in state extraction and other spheres, and thus contribute to institutional 

changes in broader social contexts (such as the emergence of cultural life and the 

development of private economy) (Schumpeter 1991[1918]: 107, 110-1). 

 

Yet, the existing studies of state extraction (Tilly 1975; Ardant 1975; Braun 1975; 

Levi 1988; Kiser and Schneider 1994; Azabou and Nugent 1988) fail to provide a 

consistent interpretation for the mutual interactions between the actions (and 

interactions) of the state, state agents and constituents in state extraction and the state 

institutions. Specifically, the theoretical models adopted by the existing studies of 

state extraction include the state building model and the new institutionalism model, 

both of which emphasize the importance of state extraction (or taxation) to the 

changes in state institutions. On the one hand, the state building model (Tilly 1975; 

Ardant 1975; Braun 1975), by examining historical experiences of the formation of 

western modern states, has caught some of the regularity in the relationships between 

actions of actors in state extraction and changes in state institutions (such as the 

relationship between the continually growing military expenditure and the emergence 

of the administrative framework, and the relationship between the rulers’ dependence 

on the support of the privileged classes and the persistence of parliamentary 

institutions) but fail to develop a consistent theoretical framework to understand the 

variations in the relationships between state extraction and state institutions in 

different countries. On the other hand, the new institutionalism model (Levi 1988; 
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Kiser and Schneider 1994; Azabou and Nugent 1988) tend to focus on the transaction 

costs directly imposed on state extraction, and neglect the social loss incurred through 

state extraction, the transaction costs of changing institutional arrangements, and the 

mechanism for allocating costs of state extraction. Thus, the existing studies adopting 

the new institutionalism model not only are insufficient in explaining the processes 

that underlay the changes of state institutions, but also fail to distinguish between 

efficiency of state extraction for the state and efficiency of state extraction for the 

whole society. 

 

The present study, on the other hand, following the approach opened by Schumpeter 

(1991[1918]: 101), examines the state extraction in rural China during a relatively 

long period from 1368 to 1956, and focuses on the “turning points” during which the 

actions and interactions of the state, state agents and the constituents led to changes in 

the forms of state extraction (including the forms of taxation, and the forms of 

contract between the state and the state agents) and the forms of local organizations 

(including structures of local organizations and informal institutions in broader social 

context). By revising the new institutionalism model, the current study emphasizes the 

centrality of actions of the state, state agents and constituents to institutional evolution, 

and involves the transaction costs directly imposed on state extraction, the social loss 

incurred through state extraction, the transaction costs of changing institutional 

arrangements, and the mechanism for allocating costs of state extraction into the 

scope of study. The current study thus develops a relatively complete framework to 

understand the changes in state institutions, and the efficiency of state extraction, not 

only in China, but also in the other countries after the fourteenth century (including 

the development of a relatively strong central representative institution in England in 

the seventeenth century and the establishment of bureaucratic monarchy in the major 
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European continental countries in the eighteenth century). 

 

First, after fourteenth century, the rulers in China, England and the major 

European continental countries, initiated the changes in state institutions to 

pursue (private) efficiency in state extraction for the state, but subject to the 

constraints of transaction costs, including transaction costs of controlling state 

agents, revenues diverted by state agents from the state, transaction costs of 

enforcing constituent (taxpayer) compliance, and transaction costs of changing 

state institutions. 

 

After the fourteenth century, in China, England, and the major European continental 

countries (such as Prussia, Austria, etc.), rulers, being faced with the growing 

expenses of warfare and the expanding inefficiency of older state extraction system 

(and some other factors such as courtly waste), took actions and interacted with state 

agents (such as magistrates and their underlings, recorders in lijia organizations, and 

lineage leaders in rural China, the estates in European countries) and constituents, to 

transform the state extraction institutions, which led to the formation of tax states, and 

thus made the first move toward modern states (Schumpeter 1991[1918]: 104-8; see 

Chapter 4). Yet, the subsequent changes of state institutions in these countries 

markedly diverged: the formation of tax state in England led to the persistence and 

reinforcement of parliamentary institutions after the fourteenth century (and at an 

accelerating rate after the seventeenth century) (Tilly 1975; Ardant 1975: 196), the 

formation of a tax state in Prussia and the other major European continental countries 

led to the emergence of princely bureaucracies and thus absolute monarchy beginning 

in the sixteenth or seventeenth centuries (Kiser and Schneider 1994; Ardant 1975: 196, 

199), and the formation of a tax state in China led to the persistence of a mixture of 
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wage contract (bureaucracy) and tax farming contract from the fourteenth century to 

the twentieth century, with transition to a relatively pure tax farming contract during 

the first half of twentieth century, and resurgence of a mixture of wage contract and 

tax farming contract after 1949 (see Chapter 4 and Chapter 5). 

 

Following the revised new institutionalism model, the present study finds that the 

rulers of states did initiate the changes in state institutions to pursue private efficiency 

(for the state), but subject to the constrain of transaction costs, including the 

transaction costs of controlling state agents, the revenues diverted by state agents, the 

transaction costs of enforcing constituent compliance (such as putting down of 

taxpayers’ rebellions), and the transaction costs of changing state institutions, changes 

of all of which depended on the actions and interactions of the state, state agents and 

constituents under the environmental factors. In other words, it was the transaction 

costs which consistently constrained the changes of state institutions in different 

countries. By tracing the changes of state institutions in China from 1368 to 1956 and 

focusing on the critical intermediate stages including the first half of twentieth century 

and the period 1949 to 1956, during both of which the actions and interactions of 

actors led to changes in state institutions, the present study develops a consistent 

theoretical framework which can be used to understand the processes which underlay 

the changes of the (modern) state institutions in rural China (as well as England and 

other major European continental countries) after the fourteenth century (see Figure 

7.3).  
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Figure 7.3 Changes of state institutions in China compared with other countries from the fourteenth century to 1956 
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Firstly, from the fourteenth century to the twentieth century, the actions and 

interactions of the state, state agents and constituents were arranged in a mixture 

of wage contract and tax farming contract between the state and state agents, 

and contributed to efficiency of state extraction for the state. 

 

In the early Ming dynasty (1368-1436), in rural China, state extraction took the form 

of the land and labor imposts (“fu-yi”) which included labor service, payment in kind 

and cash payment. After the middle Ming dynasty (about 1436), on the one hand, the 

forms of taxation in rural China changed from “land and labor imposts” to “land tax 

and surcharges” (which were mostly paid in silver), and thus led to the formation of a 

tax state; one the other hand, the form of contract between the state and state agents 

(magistrates and their underlings, recorders in lijia organizations, and lineage leaders) 

manifest as a dualistic land tax system (including statutory land tax system and 

non-statutory land tax surcharges system), which led to a persistence of a mixture of 

wage contract and tax farming contract between the state and state agents until the 

twentieth century (see Section 4.2). 

 

From the fourteenth century to the twentieth century, in general, the persistence of a 

mixture of wage contract and tax farming contract between the state and state agents 

(magistrates and their underlings, recorders in lijia organizations, and lineage leaders) 

contributed to not only the (private) efficiency of state extraction for the state but also 

efficiency for the whole society. Firstly, under the mixture of wage contract and 

tax-farming contract, in the collection of the non-statutory land tax surcharges, the 

state achieved a decrease in the cost of controlling state agents, and passed tax 

collection cost and social loss to state agents and constituents. Secondly, the transition 

of the form of taxation from “land and labor imposts” to “land tax and surcharges” led 
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to the simplification of taxation in rural China, and thus helped reduce the collection 

costs of statutory land tax. Thirdly, the silver payment of labor imposts permitted the 

peasant family to add more labor to family farm when the labor productivity largely 

outweighed the subsistence level (such as in 1590s and 1760s), and thus contributed 

to a decrease in the social loss (“opportunity cost”) arising from the state extraction 

for the whole society (see Section 4.2). 

 

Secondly, during the first half of the twentieth century, being faced with an 

expanding fiscal deficit and the lack of advanced measurement techniques and 

expertise, the Chinese state turned toward tax farming contract between the 

state and state agents, but tended to be locked in the ‘cage’ of tax farming 

contract and failed to convert the tax farming contract to wage contract 

(bureaucracy) (like Prussia and the other major European continental countries 

in eighteenth century) because of the high costs of changing institutional 

arrangements (or high costs of converting the tax farming contract to 

bureaucracy). 

 

During the first half of twentieth century, the state (or the ruler), being faced with the 

expanding fiscal deficit (arising from the steep increase in fiscal expenditures for war 

indemnity, infrastructure construction, anti-bandit campaign, and government reform), 

and the lack of advanced measurement techniques and expertise, was forced to grant 

discretionary power of revising tax rates and creating new imposts to the state agents 

with the aim of winning their support and cooperation in the collection of surcharges 

and the remitting of revenue to the central government; and thus led to a general 

transition of the form of contract between the state and the state agents (local bosses) 

from a mixture of wage contract and tax-farming contract to a relatively pure 
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tax-farming contract (see Section 4.2 and Section 4.3).  

 

Following the revised new institutionalism model, it is found that during the first half 

of the twentieth century, in rural China, the state (or the ruler), by manipulating the 

extent of discretionary power granted to the state agents, balanced the decrease in the 

transaction costs of controlling state agents against the increase in the revenues 

diverted by the agents from the state and the transaction costs of enforcing constituent 

compliance (arising from the increase in the non-statutory surcharges extracted by 

state agents from local community)65. On the one hand, by granting discretionary 

power of revising tax rates and creating new imposts, the tax-farming contract helped 

reduce the costs of controlling state agents. On the other hand, the increase in the 

discretionary power granted to the state agents tended to enhance the bargaining 

power of the state agents in state extraction, and imposed on the state agents the 

incentive to pursue private interests at the cost of the state and the local community 

(such as the incentive to divert more than the revenues justified by the risk premium 

from the state, and the incentive to extract excessive amounts of surcharges from the 

local community). The state thus ran the risk of incurring the transaction costs arising 

from the opportunistic behaviors of the state agents, and was faced with an increase in 

the revenues diverted by state agents from the state and the costs of enforcing 

constituent compliance (such as the costs of putting down of taxpayers’ rebellions) 

(see Section 4.2). Therefore, by manipulating the extent of discretionary power 

granted to the state agents, the state attempted to choose an optimal point at which the 

marginal decrease in the costs of controlling state agents would be just balanced by 

the marginal increase in the revenues diverted by state agents from the state and the 

costs of enforcing constituent compliance. 
                                                      
65 The cost of changing institutional arrangements is not considered here. 
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Note that each of the transaction costs of controlling state agents, the revenues 

diverted by state agents from the state, and the transaction costs of enforcing 

constituent compliance would generally increase under the tax farming contract66, 

since the state agents (local bosses) tended to use the discretionary power granted by 

the state, the private information about the land and tax quotas of households, and 

their own troops and fortune, to divert revenues above those justified by the risk 

premium from the state and to extract excessive amounts of surcharges from the local 

community, especially when there was a long-term contract (Williamson 1975). 

 

In addition, for the state (or the ruler), given the other factors, the transaction costs of 

controlling state agents under a wage contract between the state and state agents 

(bureaucracy) tended to be higher than the costs of controlling state agents under the 

tax farming contract, while both the revenues diverted by state agents from the state 

and the transaction costs of enforcing constituent compliance under the wage contract 

(bureaucracy) tended to be lower than the revenues diverted by state agents from the 

state and the costs of enforcing constituent compliance under the tax farming contract 

respectively67, since the discretionary power of state agents under the wage contract 

tended to be less than that of the state agents under tax farming contract.  

 

Thus, under the tax farming contract between the  state and state agents, the 

transaction costs of controlling state agents and the transaction costs of enforcing 

                                                      
66 It is because the increase in the costs of controlling of state agents and the costs of enforcing 
constituent compliance would be offset by the increase in the revenues remitted to the state that the 
state initiated the transition of a mixture of wage contract and tax farming contract to tax farming 
contract. 
67 Note that, in order to simplify the analysis, “the cost that results from bureaucratic slack” (Toma 
and Toma 1992: 110) was not involved into consideration here.  
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constituent compliance would increase as time went on, and sooner or later reach the 

point at which the difference between the costs of controlling state agents under tax 

farming contract and those under the wage contract (bureaucracy), equaled (or were 

even lower than) the sum of the difference between “the revenues diverted by agents 

from the state” under the two forms of contract and the difference between “the costs 

of enforcing constituent compliance” under the two forms of contract. When this was 

the case, as far as the private efficiency for the state was concerned, the wage contract 

(bureaucracy) rather than the tax farming contract was a preferable option for the ruler. 

This may be one of the most important reasons for the bureaucratization of Prussian 

tax collection and the establishment of bureaucratic monarchy in the other major 

European continental countries (such as Russia, Spain, Austria, Naples, Portugal, etc.) 

in the eighteenth century (Kiser and Schneider 1994: 200-1; Ardant 1975: 198-9).  

 

Yet, in contrast to Prussia and the other European continental countries where there 

was a tendency to establish a bureaucratic monarchy in the eighteenth century, the 

Chinese state of the first half of twentieth century seemed to be locked in the ‘cage’ of 

tax farming contract, since the state could not afford the high costs of changing 

institutional arrangements (converting the tax farming contract to bureaucracy). Just 

as I have illustrated in Chapter 2, the transaction costs of changing institutional 

arrangements were the transaction costs arising from the actions taken by the state (or 

the ruler) and the other actors in state extraction to search for appropriate institutions 

and to implement new institutions; and it was not uncommon that it was only because 

of the prohibitively high costs of changing institutional arrangements that an 

institutional pattern of inefficiency persisted rather than was replaced by a more 

efficient institutional pattern (see Section 2.1.2).  
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Specifically, during the first half of twentieth century, in rural China, the relatively 

great bargaining power of the local bosses in relation to the state (arising from the 

local bosses’ control of troops and fortune in local community, and their private 

information about local community), and the potential resistance of the local bosses to 

bureaucratization68, led to the high costs of changing institutional arrangements for 

the state. Consequently, the bureaucracy, which was available in Prussia and the other 

European continental countries, was closed off in rural China during the first half of 

twentieth century, since the sum of the transaction costs borne by the state under wage 

contract (bureaucracy) and the transaction costs of changing institutional 

arrangements tended to be higher than the costs borne by the state under a tax farming 

contract, although the transaction costs borne by the state under the wage contract 

(bureaucracy) tended to be lower than those under the tax farming contract. 

 

Thirdly, also during the first half of twentieth century, the Chinese state was 

forced to bear the increasing transaction costs of controlling state agents, the 

increasing revenues diverted by state agents, and the increasing transaction costs 

of enforcing constituent compliance until the state revenues were exhausted by 

the transaction costs, but failed to turn toward representative institutions (like 

England in seventeenth century), and led to deprivation of rulers’ power over the 

country by rivals. 

 

During the first half of twentieth century, the state in rural China, which was locked in 

the cage of tax farming contract, was forced to bear the increasing transaction costs of 

controlling state agents, the increasing revenues diverted by state agents, and the 
                                                      
68 The local bosses tended to resist to bureaucratization since they achieved private efficiency under 
the tax farming contract and tended to be deprived of access to residual revenues of state extraction 
under wage contract (see Section 4.3.3). 



308 
 

increasing transaction costs of enforcing constituent compliance under the tax farming 

contract, until the point when the state revenues (left after deducting the amounts of 

fiscal expenditures for war, infrastructure construction, anti-bandit campaign, and 

government reform, etc.) were exhausted by the transaction costs of controlling state 

agents, the revenues diverted by state agents from the state, and the transaction costs 

of enforcing constituent compliance. Upon reaching such a point, it was the state’s 

inability to govern the local community. Specifically, in rural China, by 1949, the 

inefficiency of the state extraction was expanded to the extent that the revenues 

extracted from the local community were inadequate to provide such public goods as 

famine relief, national defense, etc., which were needed by the whole society. The 

traditional state extraction system was unsustainable, and the state was on the verge of 

losing control over the rural community (see Section 4.3.3).  

 

When this was the case, the state (or ruler) was forced to make concessions to local 

bosses, nobles, magnates, squires, urban representatives, merchants and the others 

which relied on by the state for revenues, and to surrender control over state 

extraction and expenditure to the representative institutions. This led to the 

development of representative institutions, without which the ruler tended to be 

deprived of power over the country. The former case is the British state in the 

seventeenth century, while a case of the latter is the Chinese state in the 1940s.  

 

Specifically, as far as the representative institutions was concerned, early in the 

thirteenth or fourteenth centuries, “the system of consent” including the Parliaments, 

the Estates-General, and the Cortes, etc. appeared in the various European countries. 

Yet, it was in Great Britain, that “through several serious clashes, the parliamentary 

institution persisted, and as time went on revealed all its distinctive features”, and led 
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to the development of English constitutional monarchy after the seventeenth century, 

while the major European continental countries, beginning in the sixteenth or 

seventeenth century, turned toward bureaucratic monarchy and thus led to absolute 

monarchy (Ardant 1975: 196, 198-9; Levi 1988: 112). Being similar to the Chinese 

state during the first half of twentieth century, although the (princely) bureaucracy 

tended to be a preferable option for the British monarchs in the seventeenth century, it 

was the prohibitively high costs of changing institutional arrangements (especially the 

high costs of abolishing representative institutions and the high costs of enforcing 

compliance with absolute monarchy) which were known to the rulers of the Great 

Brain through the revolutionary events especially throughout the seventeenth century, 

that closed off princely bureaucracy (and thus absolute monarchy) in Great Brain. 

When this was the case, as the state revenues were exhausted by the transaction costs 

of controlling state agents, revenues diverted by state agents, and costs of enforcing 

constituent compliance, the representative institutions which granted the power of 

controlling state extraction and revenue expenditure to the parliament tended to be a 

preferable choice for the rulers, although the parliament may substitute the monarch 

as residual claimant in state extraction 69 . Specifically, under the parliamentary 

institutions, the costs of controlling agents and the costs of enforcing constituent 

compliance, which had been previously borne by rulers, tended to be shifted to 

parliaments. 

 

In contrast to the rulers of the British state who made concessions to parliament and 

made the first step toward constitutional monarchy in seventeenth century, the rulers 

                                                      
69 Actually, more evidence about the changes in the transaction costs of state extraction and the 
changes in state institutions in England after seventeenth century is needed. Here I focus on 
formulating a preliminary theoretical framework which can be used to understand the differences in 
the institutional evolutions in various circumstances after the fourteenth century.  
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of Chinese state during the first half of twentieth century were deprived of power over 

the country by rivals (partially) because of state’s inability arising from expanding 

inefficiency in state extraction. Then why did the two countries (China and Great 

Britain), both of which were faced with the high costs of controlling state agents, the 

high revenues diverted by state agents from the state, the high costs of enforcing 

constituent compliance, and the high costs of converting to central bureaucracy, 

diverge markedly in the changes of state institutions?  

 

First of all, in contrast to England where there was a tradition that the extension of 

taxation required noble and popular consent or at least acquiescence since fourteenth 

century (Levi 1988: 102; Schumpeter 1991: 106), in traditional China, the tradition to 

make rulers accountable to their constituents during the process of taxation was absent, 

and thus led to the high costs of searching for appropriate representative institutional 

arrangements (including high costs of modifying incentive structures and high costs 

of search for appropriate programs meeting goals) during the first half of twentieth 

century. Just as I have illustrated in Chapter 4, since the fourteenth century, the 

traditional Chinese state introduced a dualistic land tax system, including a statutory 

land tax system and a non-statutory land tax surcharges system. Under the dualistic 

land tax system, on the one hand, the statutory land tax quotas imposed by the state 

were virtually unchanged, and the state, by periodically incorporating non-statutory 

land tax surcharges imposed by state agents (such as magistrates and their underlings, 

recorders in lijia organizations, and lineage leaders) into statutory land tax system, 

rather than directly imposing surcharges on the constituents, offset the shrinking of 

the value of state revenue arising from decease in the purchasing power of money.  

 

On the other hand, the variety of (reasonable) non-statutory land tax surcharges, 
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imposed by state agents, were generally tolerated by the higher authorities and people 

at large, and it was the non-statutory land tax surcharges that enabled the operation of 

the local administration (see Chapter 4). That is, being faced with unreasonable 

increase in non-statutory surcharges imposed by state agents, the peasants (led by 

local gentry) may file a complaint to higher authorities to overrule the state agent’s 

decision or even to impeach him; but the peasants tended not to relate the surcharges 

to the original expenses incurred by rulers of the state, and thus would not hold rulers 

accountable. Thus, the absence of tradition to hold rulers accountable in state 

extraction led to the inadequacy of available programs to develop and to operate the 

representative institutions (to make the rulers accountable), and contributed to an 

increase in the costs of searching for appropriate representative institutional 

arrangements. 

 

In addition, in contrast to England, the large size of China, together with the 

inadequacy of existing modes of transportation, communication, measurement and 

bookkeeping techniques, made the operation of central, provincial or local assemblies 

expensive, and thus led to an increase in the costs of implementing representative 

institutions in China. Although the establishment of representative institutions may 

provide the local bosses and even the common peasants in rural China with an 

opportunity to substitute the rulers as residual claimants in state extraction, the 

constituents tended to bear the costs of operating the representative institutions (or the 

costs of democracy). In traditional China, the large size of the country, together with 

the inadequacy of transportation, communication, measurement and bookkeeping 

techniques, tended to make the journey to assemblies expensive and even dangerous, 

and to make the monitoring of state extraction and revenue expenditure costly. It thus 

led to an increase in the cost of implementing representative institutions, and 
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weakened the attractiveness of the representative institutions to local bosses and 

constituents in rural China during the first half of twentieth century. 

 

Fourthly, from 1949 to 1956, the Communist state in rural China witnessed the 

resurgence of a mixture of wage contract (bureaucracy) and tax farming 

contract between the state and state agents (heads and recorders in the 

collectives) which had been prevalent in rural China from the fourteenth century 

to the twentieth century, and contributed to (private) efficiency of state 

extraction for the state.  

 

On the one hand, the bureaucratic and non-bureaucratic monitoring devices and the 

state’s monopoly on coercive resources led to a decrease in transaction costs of 

controlling heads and recorders in the collective, which were borne by the state, and 

contributed to an improvement in the efficiency of state extraction for the state (see 

Section 6.2.1 and Section 6.3.1). On the other hand, the bureaucratic and the 

non-bureaucratic monitoring devices, a series of sanctions for opportunistic behaviors, 

and the dependence of heads and recorders in the collectives on the state, not only 

deprived heads and recorders in the collectives the opportunity to retain revenue 

above those justified by the collection costs of state extraction, but also prohibited 

them from imposing non-statutory surcharges on the village. It thus led to a decrease 

in the revenues diverted by the state agents from the state and a decrease in the costs 

of enforcing constituent compliance (arising from the non-statutory surcharges 

imposed by state agents on local community) (see Section 6.3.1). 

 

In a word, it was the transaction costs which including transaction costs of controlling 

state agents, revenues diverted by state agents, transaction costs of enforcing 
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constituent compliance, and transaction costs of changing state institutions, which 

consistently constrained rulers’ interactions with state agents and constituents and 

rulers’ manipulations of state institutions, and led to changes of state institutions and 

thus formations of modern states in China, England and the major European 

continental countries after the fourteenth century.  

 

Second, the institutions in state extraction and the institutions in broader social 

context constrain not only the actions and interactions in state extraction but 

also the actions and interactions in production, and thus contributed to changes 

in the social loss incurred through state extraction. 

 

The social loss incurred through state extraction is the “deadweight loss” prompted by 

the “incentive-distorting” effects of state extraction on the production or the 

inefficient institutional arrangements (arising from actions in state extraction) in 

production (McGuire & Olson 1996: 72, 75; North 1981: 37-38). That is, the 

institutions in state extraction, together with the institutions in broader social context, 

constrain not only the actions and interactions in state extraction but also the actions 

and interactions in production, and thus contributed to both changes in the social loss 

arising from the “incentive-distorting” effects of taxation and other related actions in 

state extraction on production, and changes in the social loss directly arising from the 

actions in production.  

 

The present study finds that the forms of state extraction (including the forms of 

taxation, and the forms of contract between the state and state agents), the structures 

of local organizations, and the informal institutions in broader social context (such as 

the Confucian moral discourse interwoven with the Buddhist, the Daoist and the local 
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cult discourse in rural China) constrained the actions and interactions of the state, 

state agents and constituents in state extraction and production, and thus contributed 

to changes in the social loss incurred through state extraction (see Figure 7.4).  
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Figure 7.4 Institutions in state extraction, actions and interactions of the state, state agents and constituents, and social loss incurred 

through state extraction in rural China from the fourteenth century to 1956 
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Specifically, on the one hand, the institutions in state extraction and those in 

broader social context constrain the actions and interactions of the state, state 

agents, and constituents in state extraction, and contributed to the changes in the 

social loss arising from the “incentive-distorting” effects of state extraction on 

production. For instance, in rural China, from the fourteenth century to the 

twentieth century, under the mixture of wage contract and tax farming contract 

between the state and state agents, the state’s constraints on the discretion of the 

state agents to set collection rate, the threat to remove the state agents from office 

or rank, the constituents’ monitoring of the state agents’ impositions of surcharges 

on local community, and the moral values (embodied in the Confucian moral 

discourse interwoven with the Buddhist, the Daoist and the local cult discourse in 

rural China) relied on by state agents to legitimize their control over local 

community, contributed to a decrease in the social loss arising from the 

opportunistic behaviors of state agents in state extraction (such as extracting 

excessive amounts of surcharges from local community, and diverting revenues 

above those justified by risk premium from the state) (see Chapter 4).  

 

Throughout the first half of twentieth century, under the tax farming contract 

between the state and state agents (local bosses), the replacing of “protective” 

state agents by “entrepreneurial” local bosses as state agents, the discretionary 

power of revising tax rates and creating new imposts granted by the state to state 

agents, and the state agents’ control over troops and fortune in local community, 

imposed on the state agents the incentive to pursue private interests at the expense 

of the state and local community, and led to an increase in the social loss arising 

from the incentive-distorting effect of surcharges imposed on local community (by 

agents) (see Chapter 4).  
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From 1949 to 1956, under the mixture of wage contract and tax farming contract, 

the bureaucratic and the non-bureaucratic monitoring devices (including the 

accounting institutions at county, sub-district and village levels, the work teams 

sent to the village, and the training class for cadres), a series of sanctions 

(including removal from office, forced labor, forfeit, criticism and mass struggle 

at mass meetings, detention, and trial) for opportunistic behaviors, and the 

dependence of heads and recorders in the collective on the state, contributed to a 

decrease in the social loss arising from the imposition of non-statutory surcharges 

by heads and recorders in the collectives (see Section 6.2.3). 

 

On the other hand, the institutions in state extraction and those in broader social 

context constrain the actions and interactions of the state, state agents, and 

constituents in production, and contributed to changes in the social loss arising 

from the actions and interactions in production. For instance, in rural China, after 

the fourteenth century, the conversion of labor service into silver payment 

permitted the peasant families to add more labor to family farm (especially when 

the marginal labor productivity tended to be higher than the level of drudgery of 

marginal labor input), and thus led to a decrease in the social loss (opportunity 

costs) arising from the state extraction (see Section 4.2.1). Throughout the first 

half of twentieth century, being faced with the decrease in peasant family labor 

productivity (arising from a high degree of labor intensity), the excessive 

extraction of surcharges, and the traditional moral value to look to the good of 

family members; the common peasants in rural China were forced to take 

deliberate actions to produce adequate subsistence for family members, by adding 

labor to grain production even when the return to labor was lower than the 
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drudgery of marginal labor input; and thus maintained subsistence lifestyle at the 

expense of expanding inefficiency in family farm. It thus led to an increase in the 

social loss arising from the inefficiency in family farm (see Section 4.3.3). From 

1949 to 1956, the “Guaranteed Work” System (“Bao-gong-zhi”) for evaluating 

and calculating the work done by the peasants in a collective, and the member 

household’s right to withdraw from the collective led to a decrease in the social 

loss arising from shirking in collective farming (see Section 6.2.3). 

 

In a word, the institutions in state extraction and the institutions in broader social 

contexts, the changes in both of which relied on the actions and interactions of the 

state, state agents and constituents, conversely constrain not only the actions and 

interactions in state extraction but also the actions and interactions in production, 

and thus contributed to the changes in social loss incurred through state 

extraction. 

 

Third, the mechanism for allocating costs of state extraction not only matters 

a lot in institutional changes and policy developments, but also contributes to 

a differentiation between private efficiency for specific actors in state 

extraction and efficiency for the whole society (including all the actors) 

 

The mechanism for allocating costs of state extraction is the mechanism for 

allocating transaction costs directly imposed on state extraction, social loss 

incurred through state extraction and transaction costs of changing institutional 

arrangements among the state and other actors in society (see Section 2.1.2). 

Specifically, the mechanism for allocating costs of state extraction is not only the 

institutional arrangements which consistently constrain the actions (including 
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manipulations of institutions and policies) taken by actors (especially the actors 

possessing power to manipulate institutions and policies) to pursue private 

efficiency but also the institutional tools which are deliberately used by actors to 

shift transaction costs to other actors (when there is inefficiency of state extraction 

for the whole society) or divert the efficiency of state extraction (when there is 

efficiency of state extraction for the whole society). Thus, the mechanism for 

allocating costs of state extraction not only matters a lot in the changes in 

institutions and policies but also contributes to a differentiation between private 

efficiency for a specific actor in state extraction and efficiency for the whole 

society (including all the actors). 

 

Firstly, the institutions in broader social context which distribute transaction 

costs among actors in state extraction in the process of institutional changes, 

consistently constrain the actions taken by actors to manipulate institutions 

in state extraction with the aim of pursuing private efficiency, and thus 

contributed to institutional changes in state extraction. 

 

The institutions in broader social context, which led to distribution of transaction 

costs of state extraction among actors, consistently constrain the actions taken by 

actors to manipulate institutions in state extraction, and contribute to institutional 

changes in state extraction. According to the present study, both the autocratic 

monarchy in traditional China and the central representative parliamentary in 

England after seventeenth century, could be recognized as the institutions in 

broader social context which distribute transaction costs among actors in state 

extraction, and the variations in the allocations of transaction costs under the two 

institutions tended to contribute to institutional changes in state extraction (such 
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as difference in the extents of discretionary power granted to state agents in state 

extraction70).  

 

Specifically, at the end of Qing dynasty, under the autocratic monarchy, the rulers 

had the power to decide the extent of discretionary power granted to state agents 

in rural China, but subject to constraints of transaction costs imposed on rulers, 

which included the transaction costs of controlling state agents, revenues diverted 

by state agents from the state, and the costs of enforcing constituent (taxpayer) 

compliance. That is, when deciding the extent of discretionary power granted to 

state agents, the state attempted to choose an optimal point at which the marginal 

decrease in the costs of controlling state agents would be just balanced by the 

marginal increase in the revenues diverted by state agents from the state and the 

costs of enforcing constituent compliance71.  

 

On the other hand, when there was a central representative parliament that 

governed the society solely in the interest of a majority or other ruling interest 

rather than the interest of monarch (Such as England after seventeenth century), 

the transaction costs imposed on parliament included not only the transaction 

costs of controlling state agents, revenues diverted by state agents from the state, 

and the costs of enforcing constituent (taxpayer) compliance, but also the 

revenues diverted by agents from the constituents (whose interests are represented 

                                                      
70 Actually, more evidences about the differences in the discretionary powers of state agents in 
state extraction under autocratic monarchy (in traditional China) and central representative 
parliamentary (in England after seventeenth century), especially the discretionary power granted 
to state agents in England, are needed. Here I focus on formulating a preliminary theoretical 
framework which can be used to understand the differences in the institutional evolutions in 
various circumstances. In future study, more details about the historical experience in England 
after the seventeenth century will be involved. 
71 The cost of changing institutional arrangements is not considered here. 
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in the parliament) and the social loss borne by the constituents (whose interests 

are represented in the parliament). Consequently, when the parliament decided the 

extent of discretionary power granted to state agents, the parliament attempted to 

choose an optimal point at which the marginal decrease in the costs of controlling 

state agents would be just balanced by the marginal increase in the revenues 

diverted by state agents from the state, the costs of enforcing constituent 

compliance, the revenues diverted by agents from the constituents and the social 

loss borne by the constituents72.  

 

That is, given the other factors, state agents in state extraction under autocracy 

tended to be granted more discretionary power than those under representative 

institutions did. Apparently, the changes in the institutional arrangements which 

distribute transaction costs of state extraction among actors, tended to contributed 

to changes in the institutions in state extraction. 

 

Secondly, the institutions which distribute transaction costs among actors in 

state extraction during the process of policy development, consistently 

constrain the actions taken by actors in state extraction to formulate and 

implement policy with the aim of pursuing private efficiency, and thus 

contributed to policy changes. 

 

The institutions in state extraction (such as forms of contract between the state 

and state agents, forms of taxation and structures of local organizations) and 

institutions in broader social context (such as informal institutions in local 

community), which contributed to distribution of transaction costs among actors 
                                                      
72 The cost of changing institutional arrangements is not considered here. 



322 
 

in state extraction during the process of policy development, consistently 

constrain the actions taken by actors to formulate and implement policy with the 

aim of pursuing a decrease in the transaction costs borne by themselves, and thus 

contributed to changes in state extraction policy.  

 

One of the most common forms of policy changes arising from changes in 

institutions for allocating transaction costs among actors is the changes in tax rates 

(or amounts of extraction from local community) arising from changes in 

institutions for allocating social loss incurred through state extraction among 

actors. For instance, according to the model developed by McGuire & Olson 

(1996), the autocracy permits the autocrat, who possesses the power to determine 

tax rates, to bear t (the constant average “income tax” rate) percent of the total 

deadweight loss (social loss) that arises from the incentive-distorting effects of 

taxation; while the representative democracy forces the constituents, whose 

interests are represented in the parliament and who possesses the power to 

determine tax rates, to bear not only t (the constant average “income tax” rate) 

percent of the total social loss, but also (1-t)F percent of the total social loss73. 

When this is the case, given the other factors, the marginal increase in the 

transaction costs borne by the autocrat, possessing power to determine tax rates, 

due to increase in tax rates under autocracy, tended to be lower than the marginal 

increase in costs borne by the constituents, possessing power to determine tax 

rates, due to increase in tax rates under representative democracy. Thus, given the 

other factors, the optimal tax rate chosen by the autocrat tended to be higher than 

the optimal tax rate chosen by the representative parliament, and the social loss 

                                                      
73 F is the “fraction of the total income produced and earned in the market accruing to the 
redistributive ruling interest” (McGuire & Olson 1996: 85). 
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incurred through state extraction under autocracy tended to be higher than that 

under representative democracy. 

 

Similarly, in rural China, before the twentieth century, under the mixture of wage 

contract and tax farming contract between the state and state agents, the structures 

of the lijia organizations and the lineage organizations in rural China, and the 

Confucian moral discourse interwoven with the Buddhist, the Daoist and the local 

cult discourse; the state agents (lineage leaders and lijia recorders) tended to be 

deprived of opportunity to shift social loss incurred through state extraction to the 

other actors (state and constituents) in state extraction; while throughout the first 

half of the twentieth century, under the tax farming contract between the state and 

state agents, local bosses’ control of troops and fortune in rural China, and their 

militaristic and symbolic maneuvers in local community, permitted the local 

bosses to shift social loss incurred through state extraction to the other actors 

(state and constituents). Thus, given other factors, when the state agents imposed 

non-statutory surcharges on local community, the marginal increase in the social 

loss borne by lineage heads and lijia recorders (before the twentieth century) 

tended to be higher than that bone by local bosses (throughout the first half of the 

twentieth century). When this was the case, given the other factors, the optimal 

amounts of surcharges imposed by lineage heads and lijia recorders (before the 

twentieth century) tended to be lower than those imposed by local bosses 

(throughout the first half of the twentieth century), and the social loss arising from 

opportunistic behaviors of lineage heads and lijia recorders (before the twentieth 

century) tended to be lower than that arising from opportunistic behaviors of local 

bosses (throughout the first half of the twentieth century). 
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Thirdly, the institutional tools embodied in institutions in state extraction can 

be used by some actors not only to shift transaction costs to other actors 

(when there is inefficiency of state extraction for the whole society) but also to 

divert the efficiency of state extraction (when there is efficiency of state 

extraction for the whole society), and thus contributed to private efficiency 

for themselves. 

 

On the one hand, when there is inefficiency of state extraction for the whole 

society, the actors in state extraction can use the institutional tools embodied in 

institutions to shift transaction costs to other actors in state extraction, and thus 

achieve private efficiency at the expense of other actors in state extraction. For 

instance, throughout the first half of twentieth century, when there was great 

inefficiency of state extraction in rural China, the local bosses (state agents) 

tended to use their discretionary power granted by the state under the tax farming 

contract, their private information about the land and tax quotas of peasant 

households, and their own troops and fortune in local community, to divert 

revenues above those justified by risk premium from the state and extract 

excessive amounts of surcharges from local community (see Section 4.3.3). Thus, 

the local bosses not only shifted transaction costs to other actors in state extraction 

(the state and common peasants) but also obtained extra revenues from the state 

and common peasants. Under these circumstances, the state agents pursue private 

efficiency at the expense of the state and common peasants, while the state and the 

common peasant not only bore all the transaction costs of state extraction and the 

extra transaction costs arising from the opportunistic behaviors of local bosses 

(such as social loss arising from the excessive extraction of non-statutory 

surcharges by local bosses) but also the loss arising from revenues diverted by 
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local bosses. 

 

On the other hand, when there is efficiency of state extraction for the whole 

society, actors in state extraction tend to use legal tools embodied in institutions to 

divert the efficiency of state extraction, and contributed to private efficiency. For 

instance, from 1949 to 1956, in the collectives in rural China, the conversion of 

land rent payment into payment based on work points, the substitution of 

agricultural production cooperative for peasant household as state extraction unit, 

and the “welfare fund” and the “grain ration”, offered the poor and the 

lower-middle peasants, the rich and the upper-middle peasants and the peasants 

whose household had insufficient labor, legal tools to divert the efficiency of state 

extraction arising from the decrease in “the collection costs and the social loss 

incurred through state extraction” (and the gains from the economies of scale), 

and contributed to an improvement in the private efficiency for their own 

households respectively. The present study finds that the improvements in the 

private efficiency of state extraction for the poor and the lower-middle peasant 

households, the rich and the upper-middle peasant households and the households 

with insufficient labor manifested themselves as an increase in the incomes of the 

households in the collective by 1956 (see Section 6.3.2). 

 

Thus, the mechanism for allocating transaction costs of state extraction not only 

constrains the actions taken by actors in state extraction to pursue private 

efficiency during the process of policy developments and institutional changes 

(and the actions conversely contributed to policy developments and institutional 

changes), but also can be tools used by deliberate actors to divert the efficiency of 

state extraction and contributed to an improvement in private efficiency. 
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Consequently, the mechanism for allocating transaction costs of state extraction 

which emphasizes the distribution of transaction costs among actors in state 

extraction (especially those possessing power to manipulate policies and 

institutions), led to variations in policy developments and institutional evolutions 

in different situations, and a differentiation between private efficiency for specific 

actors in state extraction and social efficiency for the whole society (including all 

actors in state extraction). 

 

In a word, following the approach opened by Schumpeter (1991[1918]), the 

present study develops a preliminary but consistent theoretical framework to 

understand the mutual interactions of actions (and interactions) of the state, state 

agents and constituents in state extraction and institutions in state extraction (and 

broader social context) under the constraints of transaction costs, in different 

situations after the fourteenth century.  

 

7.4 The Process Institutionalism Model: Toward a Process 

Paradigm 

Now, it can be concluded that the thesis goes beyond the new institutionalism 

model and develops a new model for understanding organizations: the process 

institutionalism model. Being similar to the new institutionalism model, the 

process institutionalism mode addresses the organizational structures and the 

institutions (such as bureaucracy, parliamentary institutions) in broader social 

context in terms of forms of organizations (or institutions). Yet, in contrast to the 

new institutionalism model (North 1981, 1991; Williamson 1975) which 

emphasizes the efficiency properties of alternative forms of organizations, and 

their centrality to the actions and interactions of organization participants and the 
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other actors in broader social context; the process institutionalism model focuses 

on the process whereby the organizational participants and the other actors in 

broader social context, having different interests and valuing various inducements, 

take actions and interact with each other. And the process institutionalism model 

emphasizes the actions and interactions of organization participants and the other 

actors in broader social context are fundamentally important to the changes in 

organization structures and the other institutions in broader social context, and the 

changes in the efficiency of institutional patterns.  

 

First, in contrast to the new institutionalism model, the process 

institutionalism model emphasizes it is the actions and interactions of 

organization participants and the other actors in the broader social context 

that lead to the changes of organizations and the other institutions in the 

environment. 

 

The new institutionalism model emphasizes it is the forms of local organizations 

and the other institutions that imposed interest-specific incentives on the actions 

of organization participants and the other actors, and thus direct the actions of 

organization participants and the other actors (North 1981, 1991; Williamson 

1975). According to the new institutionalism model, the incentives that motivate 

actors to take actions are pre-determined by the forms of organizations and 

institutions in broader social context, and what a ‘rational’ actor would choose is 

structurally determined. In other words, “there is no meaningful choice (for the 

actors)” (Chang 2007a: 9).  

 

In contrast to the new institutionalism model, the process institutions model 
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emphasizes the centrality of the actions and interactions of organization 

participants and the other actors in broader social context to the changes of 

organizations and other institutions in the environment. The main reason for the 

centrality of the actions and interactions of organization participants and the other 

actors to the changes of organizations and other institutions in the environment is 

the structural contradictions existing in the organization forms and the other 

(formal and informal) institutions in broader social context. The structures 

contradictions in the forms of organization and the other institutions lead to the 

contradictions among the incentives imposed by the forms of organization and the 

other institutions (e.g. the contradiction between moral incentive imposed by 

traditional moral discourse and the interest-specific incentive imposed by formal 

institutions). When this is the case, the actors have “no alternatives but to choose 

between emergent opportunities” (Barbalet 2009: 145), and are impelled to take 

deliberate actions to select among the incentives, to search for appropriate 

programs meeting goals, and to legitimize newly selected behavior. During the 

course of actions, the organization participants and the other actors not only 

deliberately search for appropriate incentives and appropriate programs embodied 

in the forms of organization and the other institutions, but also deliberately build 

their selected goals and selected programs into the (legitimate) forms of 

organization and the other (legitimate) institutions (with the aim of legitimizing 

their behaviors). Thus, it is the actions and interactions of the organization 

participants and the other actors that led to the changes of organizations and the 

other institutions in broader social context.  

 

Second, the process institutionalism model suggests that it is through the 

process of actions and interactions of organization participants and the other 
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actors in broader social context that the actors modify their incentive 

structures, and thus achieve the changes in the actors themselves. 

 

The new institutionalism model tends to follow the research tradition of the 

neo-classical economic theory on the preferences of actors, and presume that the 

preferences are brought by actors to the situation where they act, and remain the 

same during the course of action. Specifically, the new institutionalism model 

tends to follow the tradition of neo-classical theory on the preferences of actors, 

and assumes that the actors are “rational and self-interested” (North 1981: 20-32; 

Levi 1988: 10; Kiser and Schneider 1994: 190; Whiting 2001). Although the new 

institutionalism model admits that there are a variety of incentives imposed on the 

actions of actors by institutions, it is implied that the fulfillments of the variety of 

incentives can be measured in comparable units in the frame of an individual 

actor’s preference which remains relatively the same during the course of actions 

(Williamson 1975; Whiting 2001). 

 

In contrast to the new institutionalism model, the process institutionalism model 

suggests that it is during the process of actions and interactions of organization 

participants and the other actors that the organization participants and the other 

actors modify their incentive structures. Specifically, the process institutionalism 

model emphasizes that “persons discover their goals, purposes and preferences 

through their actions” (Barbalet 2009: 150), and the incentive structures of an 

actor at the outset of an action tend to be different from those at the end of the 

action. In contrast to the new institutionalism model which implies that the variety 

of incentives imposed by institutions are the same in nature (March and Simon 

1958; Simon 1986: 161-76; Williamson 1975), the process institutionalism model 
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suggests that the variety of incentives imposed by organization forms and the 

other institutions in broader social context tends to be idiosyncratic; and during 

the process of actions and interactions of organization participants and other 

actors, a specific actor, being constrained by the institutions, pursues compatibility 

among the incentives embodied in the institutions or selects among the incentives, 

and thus modified his or her incentive structures to develop new behavior. Thus, 

the process institutionalism model does not presume that the preferences of actors 

remain the same during the course of actions, and suggests that it is through the 

process of actions and interactions of actors that the organization participants and 

the other actors modify their incentive structures, and thus achieve the changes in 

the actors themselves. 

 

Third, the process institutionalism model emphasizes that it is the transaction 

costs of actions that consistently constrain the process whereby the 

organization participants and the other actors take deliberate actions to 

modify incentive structures and search for appropriate programs leading to 

ends of actions. 

 

During the process whereby the organization operates and interacts with other 

institutions, the transaction costs consistently constrain the behaviors and 

interactions of organization participants and the other actors74. Firstly, the increase 

in the transaction costs (or expanding inefficiency) of established habit can be an 

                                                      
74 The individual-level behaviors for institutional operations and changes include habit on the 
one hand and action on the other (Barbalet 2009: 145). Specifically, habit occurs ‘without 
reference to the conscious will’ (James 1931: 114 as cited in Barbalet 2009: 146); while action 
‘requires conscious selection of a course of conduct from among a number of options or choices’ 
(Barbalet 2009: 146), and involves modifying incentive structures of actors and ‘searching for 
appropriate programs meeting goals’ (Williamson 1975). 
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initiating impulse under which the actors felt necessary to take deliberate actions 

to select alternative behavior sequences (to replace the established habit) with 

reference to consciousness. In general, the costs of established habit tend to be 

lower than the costs of deliberately selecting alternative behavior sequences, since 

“the required efforts and the possibility of behavioural interruption through error 

are high” (Barbalet 2009: 147). When this is the case, the actor tends to 

unconsciously adopt the habit, and thus avoid reliance on consciousness. Yet, the 

changes in the forms of organization and the other institutions in broader social 

context may lead to an increase in the costs of established habit, and the costs of 

the habit may increase to the extent that the costs of inefficient habit is much 

higher than the costs of deliberately selecting alternative behavior sequences 

(including the costs of modifying incentive structures and the costs of searching 

for appropriate programs). When this is the case, the actor tends to be forced to 

relinquish the engaging habit, and take deliberate actions to initiate new practices.  

 

Secondly, the transaction costs of non-embedded choice in actions, including the 

costs of modifying incentive structures of actors and the costs of searching for 

appropriate programs leading to ends of actions, consistently constrain the 

deliberate actions taken by organization participants and the other actors in 

broader social context. Specifically, during the course of actions, the organization 

participants and the other actors deliberately pursue compatibility among the 

(idiosyncratic) incentives embodied in the forms of organization and the other 

institutions, or select among the incentives, and search for appropriate programs 

meeting (newly selected) goals, with the aim of pursuing private efficiency. And it 

is when the marginal improvement in the satisfaction in the frame of newly 

selected incentives is just balanced by the marginal increase in the transaction 
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costs imposed on actions (including costs of modifying incentive structures and 

costs of searching for appropriate programs meeting goals) that the actor feels that 

an appropriate behavior has been found and the search for alternatives can stop.  

 

As far as the transaction costs imposed on actions are concerned, on the one hand, 

the modifying of incentive structures and the searching for programs during the 

course of action would lead to the emergence of transaction costs, such as the 

costs of discovering one’s position in the organization and broader social context 

which is related to his “consciousness”, the costs of selecting among the variety of 

idiosyncratic incentives imposed by the institutions, the costs of collecting 

concrete information about programs leading to ends of actions, and so on.  

 

On the other hand, the transaction costs associated with the incentive structures 

(of the organization participants and the other actors) and the actors’ selected 

programs themselves were also imposed on actions. For instance, the current 

study suggests that during the first half of twentieth century, in rural China, the 

state agents’ relinquishing of moral incentive to look to the good of the local 

community tended to bring about an increase in the “costs of enforcing constituent 

compliance”, and the local bosses’ dependence on their own fortune and troops 

and their investment in the establishment of clan estates helped reduce the extent 

of the increase in the “costs of enforcing constituent compliance”. Apparently, the 

increase in the costs of enforcing constituent compliance was the costs associated 

with the incentive structures of state agents and their selected programs. 

 

Fourth, the process institutionalism model emphasizes the mutual 

interactions between efficiency and legitimacy of actions: the efficiency 
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(transaction costs) of actions consistently constrains the legitimacy of actions, 

while the legitimacy of actions contributes to efficiency of actions. 

 

The new institutionalism model (Meyer and Rowan 1977: 340-1; DiMaggio and 

Powell 1983: 153; North 1981: 45-58; Williamson 1975: 54-6) suggests that the 

(organization participants’ and the other actors’) conformity to the informal 

institutions (and some of formal institutions, such as legal mandates of legitimate 

authorities) which have become “institutionalized myths” leads to legitimacy of 

their actions, but fails to provide a consistent picture concerning the interactions 

between legitimacy and efficiency of actions.  

 

In contrast to the new institutionalism model, the process institutionalism model 

illustrates the mutual interactions between legitimacy and efficiency of actions. 

Firstly, both the legitimization of the newly selected behavior (arising from the 

imposition of new informal institutions) and the expanding inefficiency of the 

embedded habit can be initiating impulse for subsequent actions.  

 

Secondly, the efficiency of actions consistently constrains the legitimacy of 

actions and the legitimacy of the institutions (elements of which are incorporated 

in the actions): the expanding inefficiency of a legitimate behavior would force 

the actor to take deliberate actions to modify incentive structures and to search for 

alternative programs, and thus undermine the legitimacy of the old behavior and 

the legitimacy of the elements of informal institutions involved in the behavior.  

 

Thirdly, the legitimacy of informal institutions and actions incorporating the 

elements of the institutions contributed to the changes in the efficiency of actions: 
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the illegitimacy of behaviors would force the actors to take deliberate actions to 

build their (new) goals and procedures into the extant legitimate informal 

institutions, and thus legitimize the formerly illegitimate behaviors, and 

conversely contribute to an improvement in the efficiency of the behaviors. 

 

Fifth, the process institutionalism model develops a consistent theoretical 

framework to understand the mutual interactions of the actions (and 

interactions) of the state, state agents and constituents in state extraction and 

the institutions in state extraction (and those in broader social context) under 

the constraints of transaction costs, in different countries after the fourteenth 

century. 

 

Following the approach opened by Schumpeter (1991[1918]: 101), the process 

institutionalism model emphasizes the centrality of the actions and interactions of 

rulers, state agents, and constituents (and the other actors) in state extraction to the 

changes of state institutions (such as bureaucracies and parliaments) and the other 

related institutions in broader social context (such as public schools), and the 

changes in the efficiency of state extraction in different countries after the 

fourteenth century. By involving the transaction costs directly imposed on state 

extraction, the social loss incurred through state extraction, the transaction costs 

of changing institutional arrangements, and the mechanism for allocating costs of 

state extraction into the scope of study, the process institutionalism model 

develops a relatively complete framework to understand the changes in state 

institutions, and the efficiency of state extraction, not only in China, but also in 

the other countries after the fourteenth century (such as the development of a 

relatively strong central representative institution in England in the seventeenth 
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century and the establishment of bureaucratic monarchy in the major European 

continental countries in the eighteenth century). 

 

Firstly, the process institutionalism model suggests that the rulers (such as 

autocratic monarch under autocracy and parliament under representative 

parliamentary institutions) do initiate the changes in state institutions to pursue 

private efficiency in state extraction for the state, but subject to the constraints of 

transaction costs and the mechanism for allocating costs of state extraction among 

actors (including the state, state agents, constituents, and so on). By using the 

process institutionalism model, several theses about the relationships between the 

actions and interactions of rulers, state agents, and constituents and the changes of 

state institutions and policies in the countries after the fourteenth century are 

developed. 

 

1. It was because of the high costs of changing institutional arrangements (or 

high costs of converting the tax farming contract to bureaucracy) during the 

first half of the twentieth century that the Chinese state failed to convert the 

tax farming contract to wage contract (bureaucracy) (like Prussia and the other 

major European continental countries in the eighteenth century) during the 

first half of the twentieth century. 

2. It was because the state revenues (left after deducting the amounts of fiscal 

expenditures for war, infrastructure construction, anti-bandit campaign, and 

government reform, etc.) tended to be exhausted by the transaction costs of 

controlling state agents, the revenues diverted by state agents from the state, 

and the transaction costs of enforcing constituent compliance that the Chinese 

state was on the verge of losing control over the rural community by 1949. 
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3. It was because of the high costs of searching for appropriate representative 

institutional arrangements (including high costs of modifying incentive 

structures and high costs of searching for appropriate programs meeting goals, 

and arising from the absence of tradition to hold rulers accountable in state 

extraction) and the high costs of implementing representative institutions 

(arising from the large size of China, together with the inadequacy of existing 

modes of transportation, communication, measurement and bookkeeping 

techniques) that the Chinese state during the first half of the twentieth century 

failed to turn toward representative institutions (like England in the 

seventeenth century).  

4. Given the other factors, state agents in state extraction tend to be granted more 

discretionary power under autocracy than those do under representative 

parliamentary institutions, since when deciding the extent of discretionary 

power granted to state agents, the autocratic ruler tends to choose an optimal 

point at which the marginal decrease in the costs of controlling state agents 

would be just balanced by the marginal increase in the revenues diverted by 

state agents from the state and the costs of enforcing constituent compliance, 

while the parliament tends to choose an optimal point at which the marginal 

decrease in the costs of controlling state agents would be just balanced by the 

marginal increase in the revenues diverted by state agents from the state, the 

costs of enforcing constituent compliance, the revenues diverted by agents 

from the constituents and the social loss borne by the constituents75. 

5. Given the other factors, in rural China, the optimal amounts of surcharges 

imposed by the state agents before the twentieth century (lineage heads and 

lijia recorders) tended to be lower than those imposed by the state agents 
                                                      
75 The cost of changing institutional arrangements is not involved into the consideration here. 
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throughout the first half of the twentieth century (local bosses), since when the 

state agents  imposed non-statutory surcharges on local community, the 

marginal increase in the social loss borne by the state agents before the 

twentieth century tended to be higher than that bone by the state agents 

throughout the first half of the twentieth century. 

 

Secondly, by involving the transaction costs directly imposed on state extraction, 

the social loss incurred through state extraction, the transaction costs of changing 

institutional arrangements, and the mechanism for allocating costs of state 

extraction into the scope of study, the process institutionalism model can be used 

to understand not only the efficiency of state extraction for the state (which is the 

focus of the existing studies adopting the new institutionalism model, such as Levi 

1988; Kiser and Schneider 1994; Azabou and Nugent 1988), but also the 

efficiency of state extraction for the state agents, for the constituents, and for the 

whole society. By using the process institutionalism model, several theses about 

the relationships between the actions and interactions of rulers, state agents, and 

constituents and changes in the efficiency of state extraction in the countries after 

the fourteenth century are developed. 

 

1. Given the other factors, the deviation of the extent of discretionary power 

granted to state agents from the optimal extent of discretionary power granted 

to state agents (at which the efficiency of state extraction for the whole society 

is maximized) under autocratic monarchy tends to be larger than the deviation 

of the extent of discretionary power granted to state agents from the optimal 

extent of discretionary power granted to state agents (at which the efficiency 

of state extraction for the whole society is maximized) under representative 
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parliamentary democracy. The reason is that when determining the extent of 

discretionary power granted to state agents, the autocratic ruler under 

autocracy tends to choose an optimal point at which the marginal decrease in 

the costs of controlling state agents is just balanced by the marginal increase in 

the revenues diverted by state agents from the state and the costs of enforcing 

constituent compliance, while the parliament under representative 

parliamentary institutions attempts to choose an optimal point at which the 

marginal decrease in the costs of controlling state agents is just balanced by 

the marginal increase in the revenues diverted by state agents from the state, 

the costs of enforcing constituent compliance, the revenues diverted by state 

agents from the constituents and the social loss borne by the constituents76. 

2. Given the other factors, considering only the opportunity behaviors of the state 

agents, the efficiency of state extraction for the whole society under autocratic 

monarchy tends to be lower than that under representative parliamentary, since 

the deviation of the extent of discretionary power granted to state agents from 

the optimal extent (at which the efficiency of state extraction for the whole 

society is maximized) under the autocracy tends to be larger than that under 

the representative parliamentary. 

3. Given the other factors, the deviation of tax rate chosen by the autocrat from 

the optimal tax rate (at which the efficiency of state extraction for the whole 

society is maximized) tends to be larger than the deviation of tax rate chosen 

by the representative parliament from the optimal tax rate (at which the 

efficiency of state extraction for the whole society is maximized). The reason 

is that given the other factors, the marginal increase in the transaction costs 

(social loss incurred through state extraction) borne by the autocrat 
                                                      
76 The cost of changing institutional arrangements is not involved into the consideration. 
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(possessing power to determine tax rates under autocracy) due to increase in 

tax rates under autocracy, tended to be lower than the marginal increase in 

costs borne by the parliament (possessing power to determine tax rates under 

representative parliamentary institutions) due to increase in tax rates under 

representative democracy.  

4. Given the other factors, considering only the social loss (arising from the 

incentive-distorting effects of taxation on production, and relating to tax rates), 

the efficiency of state extraction for the whole society under the autocracy 

tends to be lower than that under the representative parliamentary. The reason 

is that the deviation of tax rate chosen by the autocrat from the optimal tax 

rate (at which the efficiency of state extraction for the whole society is 

maximized) tends to be larger than the deviation of tax rate chosen by the 

representative parliament from the optimal tax rate (at which the efficiency of 

state extraction for the whole society is maximized). 

5. Given the other factors, the deviation of the amount of surcharges imposed by 

state agents who possess the opportunity to shift social loss (incurred through 

state extraction) to the other actors (the state and constituents) from the 

optimal amount of surcharges (at which the efficiency of state extraction for 

the whole society is maximized) tends to be larger than the deviation of the 

amount of surcharges imposed by state agents who are deprived of opportunity 

to shift social loss incurred through state extraction to the other actors in state 

extraction (the state and constituents) from the optimal amount of surcharges 

(at which the efficiency of state extraction for the whole society is maximized). 

The reason is that (given the other factors) when the state agents impose 

surcharges on the constituents, the marginal increase in the social loss borne 

by the state agents possessing opportunity to shift social loss incurred through 
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state extraction to the other actors in state extraction tends to be lower than 

that borne by the state agents being deprived of opportunity to shift social loss 

to the other actors. 

6. Given the other factors, considering only the surcharges imposed by state 

agents, the efficiency of state extraction for the whole society when the state 

agents are capable to shift social loss incurred through state extraction to the 

other actors, tends to be lower than that when the state agents are deprived of 

opportunity to shift social loss incurred through state extraction to the other 

actors. The reason is that the deviation of the amount of surcharges imposed 

by state agents who possess the opportunity to shift social loss (incurred 

through state extraction) to the other actors (the state and constituents) from 

the optimal amount of surcharges (at which the efficiency of state extraction 

for the whole society is maximized) tends to be larger than the deviation of the 

amount of surcharges imposed by state agents who are deprived of opportunity 

to shift social loss incurred through state extraction to the other actors in state 

extraction (the state and constituents) from the optimal amount of surcharges 

(at which the efficiency of state extraction for the whole society is 

maximized). 

 

Sixth, for future research, the process institutionalism model can be applied 

to the studies of the actions and interactions of organization participants and 

the other actors in a variety of spheres (such as state extraction, labor market 

and so on), and provide a consistent picture concerning the efficiency of state 

extraction and a comprehensive understanding of the state’s extractive 

capacity. 
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Firstly, by involving the actions taken by actors to select among the idiosyncratic 

incentives imposed by the forms of organizations and the other institutions, and 

thus the transaction costs associated with modifying incentive structures of actors 

into the scope of study; the process institutionalism model permits us to 

understand why there is immense variation in the incentive structures of actors 

who are under the same institutions and thus are faced with the same repertoire of 

incentives imposed by the institutions. In future studies of actions of organization 

participants and the other actors in state extraction and other spheres (such as the 

labor market), the costs associated with modifying incentive structures of actors 

(such as the cost of discovering one’s position in the organization and broader 

social context which is related to his “consciousness”, the cost of selecting among 

the variety of idiosyncratic incentives imposed by the institutions associated with 

the variety of jobs, and so on) deserve further research. 

 

Secondly, by illustrating the mutual interactions between the efficiency of actions 

and the legitimacy of actions and the institutions (which are incorporated in the 

actions), the process institutionalism model provides a tool for understanding the 

changes in the legitimacy of actions and institutions (especially informal 

institutions). The present study finds that it is when the costs of a legitimate 

behavior increase to the extent that the costs of the inefficient behavior are much 

higher than the costs of deliberately selecting alternative behavior sequences 

(including the costs of modifying incentive structures and the costs of searching 

for appropriate programs leading to ends of actions) that the actor is forced to 

relinquish the legitimate behavior and thus leads to an erosion of the legitimacy of 

the older behavior and the informal institutions behind the behavior. In future 

studies of actions of organization participants and the other actors, the actions 
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taken by actors to deal with the situation at which there is a contradiction between 

legitimacy and efficiency of behaviors, deserve further research. 

 

Thirdly, by involving the variety of transaction costs imposed on the variety of 

actors in state extraction and the mechanism for allocating costs of state extraction 

among the actors into the scope of study; the process institutionalism model 

allows a comprehensive understanding of the efficiency of state extraction and the 

state’s extractive capacity. On the one hand, by involving not only the transaction 

costs directly imposed on state extraction, but also the social loss incurred through 

state extraction, the costs of changing institutional arrangements and the 

mechanism for allocating costs of state extraction into the scope of study, the 

process institutionalism model not only can be applied to the study of the 

efficiency of state extraction for the specific actors in state extraction (including 

the state, state agents, constituents, and the other actors), but also permits an 

understanding of efficiency of state extraction for the whole society.  

 

On the other hand, by involving the variety of transaction costs of state extraction 

and the mechanism for allocating costs among the actors in state extraction, the 

process institutionalism model permits a more comprehensive understanding of 

“the state’s extractive capacity”. The theoretical models adopted by the existing 

studies of the state’s extractive capacity include the state building model and the 

new institutionalism model. The state building model tends to perceive the state’s 

extractive capacity as “the state’s capacity to mobilize and extract financial 

resources (from constituents)”, and focuses on the state’s fiscal revenues (or the 

proportion of the state’s revenues in national income) (Wang & Hu 2001: 27-8; 

Tilly 1975; Ardant 1975; Braun 1975). While the new institutionalism model 
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tends to perceive the state’s extractive capacity as the state’s capacity to maximize 

revenue to the state at low transaction costs on the state, and focuses only on the 

transaction costs borne by the state (Levi 1988; Kiser and Schneider 1994; 

Azabou and Nugent 1988).  

 

In contrast to the state building model and the new institutionalism model, the 

process institutionalism model understands the state’s extractive capacity in 

broader social context, and involves fiscal expenditures on public goods, the 

variety of transaction costs of state extraction on the variety of actors in state 

extraction, and the mechanism for allocating costs among the actors into the scope 

of study. Specifically, the process institutionalism model perceives the state’s 

extractive capacity as the state’s capacity to extract adequate revenues necessary 

for the provision of public goods at the least transaction costs for the whole 

society. According to the process institutionalism model, the high state revenues 

do not necessarily mean high state extractive capacity, since the state may 

maximize state revenues at the expense of high transaction costs for the whole 

society; a decrease in the transaction costs borne by the state does not necessary 

mean an improvement in the state’s extractive capacity, since the ruler may pursue 

a decrease in the costs borne by the state by shifting the costs to the constituents. 

It is through the process institutionalism model which involves the variety of 

transaction costs borne by the variety of actors in state extraction in the scope of 

the study that it is possible to arrive at a comprehensive understanding of the 

state’s extractive capacity.  

 

In a word, the thesis has developed a new model for understanding the actions and 

interactions of organization participants and the other actors in state extraction and 
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other spheres: the process institutionalism model. In contrast to the new 

institutionalism model which emphasizes the efficiency properties of alternative 

forms of organizations and the other institutions, the process institutionalism 

model emphasizes the centrality of the process of the actions and interactions of 

organization participants and the other actors to the changes in institutions and the 

changes in the efficiency of institutional patterns, and thus turns toward a process 

paradigm.  
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Glossary 

Term Definition 
Agricultural 
Production 
Cooperatives 

Collectives which brought land and other major means 
of production under unified, planned management, and 
allocated the harvest of land among the peasant 
households within the cooperative (Standing 
Committee of the NPC 1956: 328-9; Shue 1980: 288, 
292). In contrast to the Mutual Aid Teams, the 
Agricultural Production Cooperatives, especially the 
advanced ones, paid the agricultural tax and sold the 
quota of grain to the state for its member households, 
and allocated the revenue left (after deducting 
agricultural tax, state purchase of grain, production 
cost, reserve fund, and welfare fund) among the 
member households solely based on the work of the 
households (Standing Committee of the NPC 1956: 
351; First National People’s Congress 1956: 410-1). 

Agricultural tax Tax on normal annual grain harvest of rural land 
owned or rented by households in rural China. 

Class discourse Communist state-imposed discourse which assigned to 
each peasant in the village a class status, which 
weighted considerably in his dealings with the state 
and his dealings with the other peasants in the village 
(Siu 1989: 135). Under the class discourse, in land 
reform campaign from 1951 to 1952, the rural 
population in the village was divided into five 
categories: landlords, rich peasants, middle peasants, 
poor peasants, and landless laborers (Public 
Administration Council 1950/8/4: 30-52); while in the 
collectivization movement from 1952 to 1956, the 
peasant households were classified as the poor and the 
lower-middle peasant households which would be 
relied on by the Party and the state, and the (new and 
former) upper-middle peasant households which would 
be united with by the Party and the state, and the rich 
peasant households which would be limited (Mao 
1955/9/7; CCP A County Committee 1954/12/31: 57).  
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Confucian moral 
discourse interwoven 
with Buddhist, Daoist 
and local cult 
discourses 

Moral discourses used by the Chinese peasants to 
understand, evaluate, and argue about what is right or 
wrong in a given situation, and the elements of the 
discourses are symbols (such as object, number, action, 
which are concrete embodiments of meanings) 
(Madsen 1984: 8, 11-2; Geertz 1973: 91). The moral 
values embodied in this series of moral discourses are 
both the structural characteristics relied on by the 
actors to find the meanings in their selected 
interest-specific incentives and actions, and the tools 
used by the actors to legitimize their selected 
interest-specific incentives and actions. 

Cost of delivering 
revenue 

Cost associated with delivering grain to the granary 
when paying agricultural tax and selling grain to the 
state. 

Cost of enforcing 
constituent compliance 

Cost associated with sanctioning the detected 
non-compliance of constituents in state extraction 

Cost of enforcing 
contract 

Cost associated with monitoring the tax collection 
processes in the village and sanctioning the detected 
opportunistic behaviors of the state agents. 

Cost of measuring 
revenue sources 

Cost of identifying the separable parts of the economy 
and of measuring the inputs and outputs of each (Levi 
1988: 29; North 1981: 23, 26-7). 

Cost of monitoring 
constituent compliance 

Cost associated with detecting the constituent 
non-compliance in state extraction 

Cost of monitoring 
state agents 

Cost associated with detecting the opportunistic 
behaviors of state agents. 

Cost of tax collection  This general cost includes the cost of measuring 
revenue sources, the cost of delivering revenue, and 
the cost of monitoring and enforcing constituent 
compliance. 

Costs of controlling 
heads and recorders in 
the collectives 

Includes the costs associated with detecting and 
sanctioning the opportunistic behaviors of heads and 
recorders in the collectives. 

Efficiency in family 
farm 

Efficiency in family farm is related to the relative 
difference between peasants’ subjective evaluation of 
return to labor input and the labor drudgery. When the 
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subjective evaluation of marginal return to labor input 
was higher than the drudgery of marginal labor input, 
the increase in labor input added to family farm will 
lead to an improvement in the efficiency in family 
farm. When the subjective evaluation of marginal 
return to labor input was lower than the drudgery of 
marginal labor input, the increase in labor input added 
to family farm will lead to expanding inefficiency in 
family farm.  

Efficiency of state 
extraction 

The present thesis understands the efficiency of state 
extraction from the angle of transaction costs incurred 
in the processes of state extraction. Efficiency is 
improved when the transaction costs incurred through 
state extraction are reduced, and the efficiency is 
reduced when the transaction costs incurred through 
state extraction are increased. 

Enforcement cost Cost associated with sanctioning the detected 
opportunistic behaviors of the specific actors. 

Formal institutions Humanly devised and codified institutions, such as 
forms of taxation, forms of contract between the state 
and the state agents, and structures of local 
organizations.  

Forms of state 
extraction 

Include “forms of taxation” and “forms of contract 
between the tax collecting authority (the state or the 
ruler) and the tax collectors (the state agents)” (Azabou 
& Nugent 1988: 684; Kiser & Schneider 1994: 193). 
The forms of state extraction tend to impose on the 
actions of the state, state agents and constituents 
interest-specific incentives. 

Grain ration 
(“Kou-liang”) 

Food grain assigned to each household in the 
agricultural production cooperative irrespective of 
whether the work points earned by the peasant family 
are adequate to cover the cost of the grain ration or not.  

Guaranteed Work 
System 
(“Bao-gong-zhi”) 

A system used to evaluate the work done by member 
peasants in collective farming. Under the “Guaranteed 
Work System”, a certain number of labor days would 
be assigned to a certain production task, and a specific 
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amount of capita and equipment would be provided by 
the collective for the work team (“sheng-chan-dui”). 
As long as the work team completed the task on time 
and met the necessary quality standards, the team 
would be awarded all the labor days and then 
distributed the work points among its members 
according to how much labor each had contributed 
(Shu 1980: 303).  

Informal institutions Humanly devised and unwritten constraints that 
structure political, economic and social interactions, 
and include taboos, customs, traditions, codes of 
conduct, ideologies, moral discourses, and so on 
(North 1981: 45-58, 1991: 97; Williamson 1975). 

Labor productivity per 
average worker in 
peasant family 

The part of annual output per average worker left after 
deducting all annual overheads connected with capital 
renewal and annual expenditures on the family farm 
(Chayanov 1986b: 70, 72). 

Legitimacy of actions Legitimacy of actions means here that the actions have 
the property that the actions are taken for granted by 
the actors, and thus are beyond the efficiency 
calculation.   

Lijia organization The official household registration system instituted by 
the first emperor of the Ming dynasty, Hongwu 
Emperor, in 1381, and the local organization based on 
groups of registered households (Liu 1997: 39, 49; 
Mingshi 1985, 77: 2). 

Lineage organization A group whose members live and own property 
separately, but which is formed as a group that is 
linked by genuine or fictive consanguinal relations and 
that claims descent from a common ancestor (Zheng 
2001: 24). 

Local organizations in 
rural China 

Organizations at the level of natural village in China. 
Before 1949, in southeast China, the local 
organizations in state extraction in the countryside 
included the lijia organizations and the lineage 
organizations. The local organizations in state 
extraction in rural China from 1949 to 1956 included 
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Agricultural Tax Investigation and Determination 
Committees (1949-1950), Peasant Associations 
(1950-1952), the Mutual Aid Teams (1952-1954), and 
the Elementary and the Advanced Agricultural 
Production Cooperatives (1954-1956). 

Mechanism for 
allocating transaction 
costs of state extraction  

Mechanism for allocating the transaction costs 
incurred through state extraction among the state and 
the other actors in society. Specifically, the forms of 
state extraction (including the forms of taxation and 
the forms of contract between the state and state 
agents) and the structures of local organizations can be 
recognized as the mechanism for allocating the 
transaction costs incurred through state extraction. On 
the one hand, the forms of state extraction and the 
structures of local organizations work as mechanisms 
for the initial allocation of transaction costs among the 
actors in state extraction. On the other hand, the 
institutional characteristics embodied in the forms of 
state extraction and the structures of local 
organizations will be used by the actors as tools to shift 
the transaction costs formerly borne by themselves to 
the others, or to divert the efficiency arising from the 
decrease in the sum of transaction costs on all the 
actors in the whole society. 

Mutual Aid Teams Groupings of peasant households, organized to make 
up for some of their deficiencies in means of 
production by exchanging labor and sharing tools and 
sharing draught animals and farm implements (Central 
Committee of CCP 1953: 119-20; Shue 1980: 145). 

Natural village in rural 
China 

 “A concentration of farm families” which is prompted 
by “the kinship” among the community members and 
“the need for mutual protection” (Fei 1953: 93-95). 

Non-embedded choices 
in actions 

Non-embedded choices are the choices which are not 
involved in the unconscious habits of the actor, and 
thus should be made by referring to the actor’s 
consciousness (Barbalet 2009). Specifically, 
non-embedded choices in actions include not only 
selecting alternative programs meeting the goals 
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(discovered through deliberate actions) but also 
modifying incentive structures of the actor. 

Normal annual grain 
harvest of rural land 
(“Chang-nian 
ying-chan-liang”) 

“The harvest (calculated in terms of the primary grain 
of the area) that could reasonably be expected from the 
land owned or rented by the household, given the 
natural qualities of the land, the usual management and 
cultivation practices of the farmers, and the normal 
growing year—a year neither of bumper crop nor of 
natural disaster” (Shue 1980: 109, 237). 

Opportunistic 
behaviors of state 
agents in state 
extraction 

Opportunistic behaviors of state agents are the 
behaviours taken by state agents to divert revenues 
above those justified by the necessary tax collection 
cost and the risk premium from the state and 
constituents. Under the wage contract between the 
state and the state agents, the opportunistic behaviors 
of state agents include the agents’ shirking which 
raises tax collection costs above least costs, the actions 
taken by the state agents to divert extra revenues from 
the state to not only cover the increase in the tax 
collection costs arising from shirking in tax collection 
and but also obtain residual revenue, and taking bribes 
from constituents to permit tax evasion. Under the tax 
farming contract between the state and the state agents, 
the opportunistic behaviors of state agents are using 
their private information to retain revenues above 
those justified by the least tax collection cost and the 
risk premium when remitting tax revenue to the state, 
and using their discretionary power (and even their 
own troops and fortune) to extract surcharges from the 
local community at the amount higher than that 
justified by the least tax collection cost and the risk 
premium. 

Organization Organization is not only a collective with structures 
exhibiting relatively high levels of “goal specificity 
and formalization of rules and roles” but also the 
processes whereby the organization participants and 
the other actors in external environment (outside the 
organization) take behaviors and interact with each 
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other (Meyer & Rowan 1977: 341, Scott 1992: 25). 
The present study emphasizes that the actions and 
interactions of the organization participants and the 
other actors in broader social context are 
fundamentally important to the changes in organization 
structures and the other institutions, and the changes in 
the efficiency of state extraction. 

Overdrawn households 
(“Chao-zhi-hu”) 

Households which lacked adequate work points to 
cover the cost of the grain ration received from the 
collective, and had no other source of income derived 
from private plot or sideline production or overseas 
remittances to pay the balance on the account 
(Production Cooperation Section of A County 
Committee of CCP 1956/11/12: 268; Production 
Cooperation Section of A County Committee of CCP 
1956/12/22: 271; Oi 1991: 37). 

Private efficiency and 
social efficiency 

The differentiation between private efficiency and 
social efficiency in the present thesis is related to the 
flow of benefits arising from the changes in the 
transaction costs on the actors. Private efficiency for a 
specific actor means there is a decrease in the 
transaction costs borne by the specific actor, and social 
efficiency for the whole society means there is a 
decrease in the sum of transaction costs borne by all 
the actors in the society. 
 
Specifically, when a specific actor takes actions to 
pursue a decrease in the transaction costs borne by him 
or herself, there is a decrease in not only the 
transaction costs borne by the actor but also the sum of 
transaction costs borne by all the actors in the society. 
When this is the case, both private efficiency for the 
specific actor and social efficiency for the whole 
society are achieved. 
 
When a specific actor takes actions to shift the 
transaction costs borne by him or herself to the other 
actors, there is a decrease in the transaction costs borne 
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by the specific actor, but an increase in the transaction 
costs borne by the actors other than the specific one. 
And the sum of transaction costs borne by all the 
actors in the society remains the same (assuming there 
is no difference among the actors’ subjective 
evaluations of the transaction costs). When this is the 
case, the specific actor achieves private efficiency for 
himself or herself at the expense of private efficiency 
for the other actors in the society. And the social 
efficiency for the whole society remains the same. 
 
In extreme cases, the specific actor may take actions to 
pursue an increase in the transaction costs borne by 
him or herself, and divert benefits from the other actors 
to offset the increase in the transaction costs on him or 
herself, and to obtain residual benefits. When this is 
the case, the increase in the transaction costs (arising 
from the actions of the specific actor) is shifted to the 
other actors in the society. Thus, for the whole society, 
since the sum of transaction costs borne by all the 
actors in the society experiences an increase, the social 
efficiency for the whole society is decreased. For the 
specific actor, since the increase in the transaction 
costs formerly borne by the actor are shifted to the 
other actors, and extra benefits are diverted from the 
other actors; the private efficiency for the specific 
actor is improved. For the other actors involved, not 
only the increase in the transaction costs is shifted to 
them, but also extra benefits are redistributed from 
them to the specific actor. Thus, the private efficiency 
for the actors other than the specific one experienced a 
comparatively strong decrease. 

Process 
institutionalism model 

The process institutionalism model focuses on the 
process whereby the organizational participants and 
the other actors in broader social context, having 
different interests and valuing various inducements, 
take actions and interact with each other, and 
emphasizes the actions and interactions of organization 
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participants and the other actors in broader social 
context are fundamentally important to not only the 
changes in the organization structures and the other 
institutions in broader social context, and but also the 
changes in the actors themselves. 

Social loss arising from 
shirking in production 

Decrease in production arising from ineffective 
monitoring of each peasant’s effort contribution in 
collective farming, and inadequate sanction against 
shirking by the peasants in collective farming. 

Social loss arising from 
the imposition of 
non-statutory 
surcharges by heads 
and recorders in the 
collective 

Decrease in production prompted by the 
incentive-distorting effects of non-statutory surcharges 
(imposed by heads and recorders in the collectives on 
the peasants) on the production. 

Social loss incurred 
through state 
extraction 

Deadweight loss prompted by the incentive-distorting 
effects of state extraction on the production or the 
inefficient institutional arrangements in state extraction 
and production (McGuire & Olson 1996: 72, 75; North 
1981: 37-38). 

Speaking bitterness 
meetings (“Su-ku-hui”) 

Meetings organized by CCP state in villages, during 
which peasants who had been mistreated by the 
landlords and the rich peasants were trained to “hosts 
of bitterness” (“ku-zhu”) and were encouraged to 
expose their sufferings at the meetings. 

State extraction State extraction is the process whereby the revenues 
are extracted by state from its constituents (Whiting 
2001: 18-20), and which is constrained by transaction 
costs. 

State purchase of grain The state’s compulsory purchase of grain from the 
grain-surplus households, whose “normal annual grain 
harvest” was higher than the amount of consumption 
requirement and agricultural tax payment (State 
Council 1955: 284, 286). 

Structures of local 
organizations 

Local organizations’ structures which exhibits 
relatively high level of “goal specificity and 
formalization of rules and roles” 
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(Meyer & Rowan 1977: 341). Structures of local 
organizations tend to impose on the actions of the 
state, state agents and constituents interest-specific 
incentives during the process of state extraction. 

Transaction costs 
directly imposed on 
state extraction 

“The positive costs of bargaining a policy and of 
implementing a policy once it has been bargained”, 
which are directly imposed on state extraction (Levi 
1988: 23). 

Transaction costs of 
changing institutional 
arrangements 

Transaction costs arising from the actions taken by the 
state (or the ruler) and the other actors in state 
extraction to search for appropriate institutions and to 
implement new institutions. 

Uncovering Black 
Rural Land Campaign 
(“Cha-hei-ji-hei”)  

Campaign mobilized by the CCP state during almost 
each collection of agricultural tax after 1949, with the 
aim of uncovering the land concealed from taxation. 

Welfare fund 
(“Gong-yi-jin”) 

After a major harvest, in the Agricultural Production 
Cooperative, 1-2 percent of the net income (the harvest 
left after deducting the costs) was to be deducted and 
designated as the “welfare fund” (Standing Committee 
of the National People’s Congress 1956: 352, First 
National People’s Congress 1956: 411). In practice, the 
“welfare fund” was used mainly for supplementary 
benefits to orphans, widows, the sick, and to 
households which could not maintain subsistence 
living standard solely based on their own income. 

Work point system A system used to calculate the compensation for the 
work done by the peasants in a collective. Under the 
work point system, ten work points for a full day’s 
work were usually to be assigned for medium labor; 
and the value of a work point was standardized within 
a collective, and tended to be connected with the 
amount of work points earned by all the members in 
the collective and the net revenue of the collective 
(Standing Committee of the National People’s 
Congress 1956: 346-8). The number of work points 
earned by a peasant family, together with the value of a 
work point, was used to calculate the compensation for 
the work done by the peasants in the household. 
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