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ABSTRACT 

This is a study to reinterpret rural development in the People's Republic of China (PRC) 

within the framework of the new institutional economics. Applying North's theories of the 

state, property rights and ideology, this thesis explores the profound changes in economic, 

political and social institutions in rural China. Contrary to conventional views, this study aims 

to establish the internal connections between the seemingly contrasting models of Mao Zedong 

and Deng Xiaoping, to reveal the dynamics of transition from the former to the latter, and to 

clarify the logic of institutional change in the PRC. 

The development path of institutional change in rural China (ICRC) since 1949 was 

defined mainly by a set of rural institutions in traditional China and their changes after 1840. 

This development path determined the direction and content of ICRC in the PRC, defined the 

importance of the countryside in its industrialisation, and predicted the decisive influence of the 

state-peasantry relationship in the process of modernisation. 

The general thrust of ICRC since 1949 has been determined by the constitutional 

framework of the communist state. That framework, however, was primarily defined by the 

communist approach to the ICRC before 1953, and then by the paramount task of national 

industrialisation. Rural institutional innovations by the state in the PRC after 1953 have been 

intended to maximise its political interests (social stability) by securing the support of the 

peasantry through various reforms while accelerate industrialisation through extracting a huge 

amount of capital from the rural sector to maximise its economic interest (the highest possible 

accumulation rate). 

The institutions for farm produce trade in the PRC, as the major form of capital 

accumulation for industrialisation, have been the direct driving force behind the ICRC and the 

cornerstone for the establishment of the national economic system. The institutions were 

designed to ensure a stable supply of farm produce and a smooth flow of capital from 

agriculture to industry. They were changed neither voluntarily nor decisively for the reduction 

of transaction costs, but imposed by the state to overcome the dilemma that the state had in 

maximising savings while securing social stability. 

Rural property rights in the PRC have changed logically in responding to the progress of 

China's industrialisation. They were designed to sustain China's primary industrialisation in 
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Maoist China and restructured to support China's advanced industrialisation since the late 

1970s. Rural property rights have been arranged by the state to allocate rural resources to 

produce a surplus for industrialisation and to equally distribute rural income to stabilise rural 

society, subject to constraints of the existing level of economic development and the current 

class structure. 

A series of social institutions, which segregated rural society from cities, were an 

indispensable prerequisite for rapid urban-based industrialisation through extracting capital 

from agriculture and restricting urbanisation, despite constitutional stipulation and ideological 

intentions to the opposite. These social institutions enabled the state to substitute scarce capital 

with abundant labour resources to accelerate industrialisation and eventually promote 

urbanisation. Changes in these institutions evidence that the performance of an institution relies 

largely on its institutional environment. 

Rural political institutions since 1949 have been specified by the state to enforce rural 

property rights and other rural institutions indispensable for industrialisation. They determine 

the performance of grass-roots governments and cadres who, as agents of the state, have had an 

important role in determining the performance of rural institutions. By expanding North's state 

theory, this study explains the contradictory relationship between economic extraction of 

agriculture and sociopolitical stability of the countryside both in Mao's China and the post-Mao 

period. Contrary to popular views, changes of political institutions in rural China have been 

essentially determined by the structure of economic interests and designed to enforce the given 

property rights. 

This study provides evidence that rural development in China since 1949, as a process 

of institutional changes, has been a logical evolution of the state-peasantry relationship 

responding to the progress of industrialisation, and that the logic of institutional changes as 

relations of production derives from the increase of productive forces which concretely manifest 

themselves in the progress of industrialisation. In contrast to conventional explanations 

premised on the significance of either a planned collective economy or a private market 

economy, this study presents a new understanding ofICRC in the PRC and a reinterpretation of 

state-peasantry relationships; thus clarifying the significance of the ICRC as a unique model of 

capital accumulation for industrialisation in a large developing country. It also sheds light on 

the feasibility of North's theory to explain socioeconomic development in various societies. 
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CHAPTER ONE INTRODUCTION: 

THE STATE, PEASANTRY AND RURAL DEVELOPMENT 

In the history of China there are few issues more important than those relating to 

agriculture and the peasantry; and the state-peasantry relationship is one of the most 

controversial of these issues. Conventional views of post-1949 Chinese rural changes so far 

tend to emphasise the conflict and confrontation between the Maoist model and post-Mao 

reforms, and very often the rejection of the former by the latter (See Baum 1994). While 

highlighting the decisive role of ideology in the success or failure of the Maoist model for rural 

development, these views tend to stress the importance of policy change for the reform 

achievements since the late 1970s. The tendency to view Mao's China in total conflict with 

post-Mao reforms has failed to establish the logical and intrinsic links between the two periods. 

By applying Douglas North's theory of institutions (North 1981;1990a;1995) to an analysis of 

institutional changes in rural China (ICRC) since 1949, this study aims to establish the internal 

connections between the two seemingly contrasting models to reveal the logic and dynamics of 

transition from the former to the latter. By establishing these connections the present study will 

provide a consistent explanation of the entire process of Chinese rural development since 1949 

and thus present a reinterpretation of the state-peasantry relationship during this period. 

I. The Issues of Rural China and Models of Explanation 

Rural society in China has changed profoundly since 1949 as a result of a series of 

government policies such as land reform, cooperatives, the commune system and the production 

responsibility system, all of which have significantly reshaped the state-peasantry relationship. 1 

These changes are so profound and perplexing that this relationship has become one of the 

most intricate and controversial issues in the field of China studies.2 Existing theories and 

1 For the latest, detailed description of Chinese rural changes since 1949, see Chen, Chen and Yang (1993); and 
PRS and RS (1989). 

2 The terms 'state' and 'government' in this study are interchangeable except in occasional cases because state 
and government are inseparable in China. Besides, the Communist Party of China is the core of the state and 
government. 
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studies regarding rural development in China have invariably concentrated on the important 

roles of the state, ideology and communist leadership, but disagree as to whether the state

peasantry relationship has been rural-biased, urban-biased or state-biased, and on assessment of 

Chinese rural development in the last four decades. This study argues that these theories and 

studies fail to provide a coherent and convincing account of the evolution of the state-peasantry 

relationship and the development of rural society in China since 1949. As a result of this 

incoherence one is left with a series of puzzling questions and conflicting explanations. 

Firstly, there is the question of theoretical models. These include ideological, 

developmental and economic models, which not only conflict with each other, but also lack 

internal consistency. According to the ideological framework, Mao considered rural 

development in China as a successful socialist revolution and construction (Mao 1977). The 

dominant view among Western scholarship in the 1960s and 1970s was that the Chinese state as 

'the revolutionary socialist regime' (Kuo and Myers 1986) was to create a new society and a 

new man (Gurley 1970; Aziz 1978). However, in 1981 the CPC's judgement on its own history 

(CC CPC 1981) pointed out that Mao's rural collectivisation was full of problems and mistakes 

because of its ultra-left ideology. Economists blamed irrational policies and radical ideology 

for the failure of the rural economy in Mao's China (Liew 1997:42-45; Wu S.L. 1996). Rural 

reforms in the post-Mao period were widely regarded by both Chinese and Western scholars as 

the result of ideological changes. Although the Party under Deng's leadership justified the 

reforms under the theory of the primary stage of socialism, the reforms are still criticised or 

regarded by some as a restoration of the capitalist system.3 Obviously, neither the socialist nor 

the capitalist model provides a coherent explanation. 

According to the developmental model, the Chinese government established the 

commune system as a new road to communist society (CC CPC 1958a). Some scholars 

considered it to be a successful model for rural development (Oksenberg 1973; Aziz 1978; 

Maxwel 1979; Weisskopf 1980). The Maoist approach to development was praised and widely 

3 William Hinton expressed his despair and fierce criticism of Deng's responsibility system in 1984 (Mirsky 
1984). Observers asserted that the household responsibility system of the mid-1980s was a capitalist one, although 
Chinese scholars and officials have tried to differentiate them (Lu Y. 1984c). American media made people 
believe that China had banned collective farming and socialism, and replaced them with family farms and 
capitalism in the 1980s (Huang 1990:220). While outside China the reform has been interpreted as the 
abandonment of collective agriculture, many within China regard it as a retreat to the 1950s and 'more than 20 
years of socialism had been all for nothing' (Wang K.Z. 1982; Watson 1983). 
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