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Market, Governments and Social Change .
A Case Study of Southwest China, Pingtang 1911 —
1993

ABSTRACT .

China have been experiencing phenomenal industrial dy-
namism after reform. The resulting rapid economic growth has
been the focus of much scholarly attention, but corresponding
changes in societal structures and cultural complexes have not
been explored in great depth. The roles of state policies and mar-
ket structures in facilitating economic development has been cm-
phasized, but the historical evolution of these political and eco-
nomic change, and its relationship to underlying social —cultural
structures, has not been explored in depth.

In examining debates about the industrialization of parts of
the periphery like Pingtang County in the context of the impasse
in development theory, I find that neo-classical theory, regula-
tion theory and the theory of the new international division of la-
bor, why all {ail to adequately explain the rise of the newly in-
dustrializing countries? The methodological approach which
reads off in the ”local” (the nation —state)solely from events at
the ”global” level(the world economy)is an important problem.
The research 1 am proposing to carry out is based on the alterna-
tive account of two interactions between two level, one is from
the ” global” to the ”local” (state),another is from the ”local”
(state)to the “community” (in particular rural area), and the as-
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sumption that economic institutions reflect, underlying value
structures ,that prescribe market and non—market exchanges. T
identifying and analyzing how these value systems have evolved
and are linked to economic development is necessary in order to
properly asseess how economic deveclopment takes place and
weather China can maintain its current pace of economic growth.

Community —level (local and area) studies are ideal for as-
sessing the relationship between market forces and cultural val-
ues. Market forces is a concept that can be used to refer to those
forces for socio —economic change that originate at a societal or
global level and provide the signals to which producers must re-
spond. These forces include changes in consumer demand struc-
tures patters of foreign direct investment, and state economic
policies. Culture, on the other hand, is a comparable concept to
indicate the historical, geographical and social inlrastructure that
provide people with the tools for adapting to market [orce. In
fact, one aspect of real development in these countries is the way
they manage to alleviate the cffects of those tendencies in the
global economy, another is the way they create or change the
conditions {or “favorable” social structure of accumulation at the
same time. The research T propose will focus on how the state
and communities in China (in particular rural communities) use
cultural resource to market [orce and create ecconomic opportuni-
ties for themselves. This study will examine the degree to which
socio —economic change in both the "global” and the communi-
ties (local and area) is similar and different in these areas, and
thus assess the degree to which economic growth in China is fol-
lowing a unique trajectory, as well as what the future may hold
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for future economic development in these areas.

Theoretical Assumption

An important pact of the contribution made by these ”new
liberal economists” or "neo—institutionalists” is the rediscovery
and study of the importance of the ” institution of property
rights” for economic development and the expansion of the do-
main ol economic analysis into many non—economic areas, such
as in J. M. Buchanan's study of public choice and M. Friedman's
study of welfare system. According 10 neo—institutionalism, the
institution of property rights propels economic development by
creating a mechanism which makes the interests of the individual
tend to coincide with those of the society. Thus, if no transac-
tion cost is involved in establishing the institution, economic
growth would be rather easy to attain. Douglass C. North, an-
other representative of neo — institutionalism, takes the view
that, speaking form historical experiences, there are two general
kinds of factors that gencrate costs for institutional changes.
First, there lacks the means for preventing certain actors [rom
benefiting from the changes without participating in making the
changes, or for making these actors share the transaction cost.
This is the so—called ”free—rider” problem. Secondly, for some
organizations or individuals, the cost they have to pay in order to
realize the changes may cexceed the benefits they could derive
from the changes. This is the problem of ”established interests”.

The theory of ideology was [ormulated in reaction to the
first of these two problems, i.e.,the " free — ride” prohlem.
Douglass C. North discovered that besides the designing of such
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institutions as patent —right systems, ideology is an important
means for overcoming the "free —ride” problem. Thus. he sug-
gests that a theory of ideology is needed [or explaining the eco-
nomic behavior of individuals. because people can give up calcu-
lating for personal gains and losses for ideological reasons. Ideol-
ogy has three characteristics related to this behavioral pattern:
1, ideology is a means for reducing transaction cost; 2,1deoclogy
concerns the individual’s value orientation; 3, there is an accu-
mulation effect in choosing an ideology.

Douglass C. North has brought out the importance of the
theory of ideology, but he is far from having constructed the the-
ory itself. In this aspect, Justin Yifu. Lin who is working in
Peking University and worked together with me in Center of
State Council Rural Development Rescarcher between 1988 — 90,
has gone one step {urther than D. North. Lin thinks that ideology
is a kind of human capital {or the individual. Taking this view,
Lin is partly following the theory of human capital of his teacher
in Yale University, Theodore Shultz, a Nobel laureate in eco-
nomics. But this step is very important, because in taking it he
has pointed out D. North’s mistake——that he has failed to uti-
lize ideology, and utilization is precisely the basis for incorporat-
ing ideology into economic analysis. Regrettably, from here, Lin
failed to go further and explore the mechanism through which
ideology forms. In contrast, he considers the role of ideology to
be helping the individual make more judgment. With this conclu-
sion, he has come back to D. North's old path, trying to answer
the question: what role does ideology play in institutional
changes?
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In my opinion, D. North and Lin's failure lies in their taking
ideology as an external variable affecting economic development.
Their approach turns the study on ideology into a structural
[unctionalist question: with respect to institutional change, a
successful ideology is {lexible, and a flexible ideology is helpful
for institutional changes and with respect to institution imple-
mentation, a stable ideology which identifies with the institution
can help overcome [rece —riding and opportunism. But if we just
ask why it i1s so, we would see that this kind of analysis only
points out a result. That is to say, the so-—called theory of ide-
ology still lacks a logical starting point and an analysis of the
generative mechanism.

Just as institutionalist economics takes institution as an in-
ternal variable for cconomic development, my study will treats
ideology (culture) as an internal variable for economic develop-
ment. Further, I consider institution and ideology (culture) as
two parallel independent variables, with ideclogy defined as a set
of beliefs about society.

In terms of the objects involved, economic institutions in-
volve economic exchange, which has two characteristics;

1,Economic exchange is an exchange of interests, with both
sides involved in the exchange being very clear about the goods
or severe to be exchanged, their respective goals in the ex-
change, and how much they gain from the exchange. In other
words, their is an explicit contract and explicit goods involved.

2,In economic exchange, the goods needed could in principle
be obtained {rom any person who possesses such goods. Ideology
(culture), on the other hand, involves Social exchange. Unlike
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economic exchange, social exchange does not require carelul ne-
gotiation and meeting, the stipulations of a contract. Social ex-
change takes place within concrete social relations, and rewards
for the actors are obtained from this kind of relations. There-
fore, whereas economic exchange leads to the loss and gain in the
actors’ interests, social exchange leads to changes in the actors’
subjective attitudes, such as the sense of responsibility and the
sense of trust.

In accordance with these differences, we make two assump-
tions about the "utility” of ideology.

First, at the individual level. ideology (culture) is a kind of
investment for the individual actor, and the investment orienta-
tion is to a large extent determined by the social structure and
the ”rates of fair reward” in social exchange. Such investment is
necessary because of the contradiction between the limitation of
the individual actor’s rationality and the complexity (or ualimit-
edness) of changes in the external environment.

Secondly, at the collective level, ideology (culture) has an
normalizing effect. This is the substitution of norms with values
(substitution of the definition of interests and agreed penalty
with the sense of responsibility and the sense of trust), in the
basis of which both collective consciousness and class conscious-
ness are formed. Ecological identities are thus diffused among
various groups and classes as ”supplied goods” that serve to re-
duce transaction costs.

The convergence of the individual’s values and the society’s
values is a sign that ideology (culture) is helping to ensure the
stability and development of society. If no transaction cost were
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nceded for establishing an ideology (culture), then social stability
and development would be very easy to achieve. Generally
speaking, three factors lead to cost in establishing an ideology
(culture)

First, the extent to which elements can be borrowed from
the structure of existing culture. If the ideology (culture) to be
established contains a large portion that can be found in exiting
culture, the cost to be paid would be obviously less.

Secondly, the cost for propagating the ideology (culture).
This is the cost for replacing norms with values. Tt would obvi-
ously cost less 10 get an individual to accept an ideclogy (culture)
which tallies well with his experiences. This implies that the
best way to elfect changes in ideas is to expand the individual's
set of behavioral experiences.

Thirdly. established interests of the existing political struc-
ture. This is shown in that the ruling group in a society can "de-
sign” the class structure of the society in such a way as to in-

crease the cost for producing "ideological {lexibility”.

Main Points

With respect to the formation process of an ideology
(culture), certain "ideological establishments”, such as newspa-
pers, associations, and churches, can also serve to reduce the
cost for producing ideological [lexibility. Thus, ideology
(culture) as a whole appears as "supply” and "demand” for eco-
nomic actors. That is, it can both be a supply to meet the neceds
of the established interests of the ruling group and be a supply to
meet the needs of the interests of the ruled and the middle class.
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Accordingly, ideology (culture) can be divided into four cate-
gories; 1,class consciousness to substitute norms with values;
2, individualism in exchange and differentiation; 3, legitimizing
values as a means of ruling; and 4,rebel ideals as a means of re-
organization.

According to the mechanism of the formation of ideology
(culture) as cxplained above, I venture 1o suggest a {ew points
about the change of ideas in the process of establishing market e-
conomy in China and Pacific Asia.

1. A critique of two theories about the reason for change ol
ideas (culture) ;

a) Max Weber’'s theory that the Protestant ethic led to the
institutionalization of property rights. The real reason is that the
actors who needed personal property rights propagated the
Protestant ethic, because the Protestant cthic appeared as a sup-
ply for the new industrial —commercial class and the church as an
"ideological establishment” gelled to reduce transaction cost.

b) The theory that East culture (Confucian) impeded the
growth of the “sprouts of capitalism”. The real reason is that the
political structure of China increased the cost for the growth of
industrial — commercial culture, and the gentry class played a
negative part in this.

2. The present confusion in the economic activity in China is
due to the low degree of identification of people’s values with the
institution of market economy as well as the lack of a clear defi-
nition of property rights. A combination of these two factors can
produce an avalanche effect, leading to the miscarriage of the in-
stitution of market economy in China.
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3. The orientation in the change of ideas in the institutional-
ization of market economy in China and Pacilic Asia should in-
clude two aspects.

(1) :Political structure should be changed so as to increase
the set of experience of various interest groups of class in identi-
[ying with the institution of market economy.

(2) :Much work should be done on probation, including the
construction of ideological establishment. Patient and hard on
ideological propagation is no less important than institutional-
1zation ol market economy itself. This is worth paying much at-
tention. of changes in the external environment, because Identi-
ty of institution change and technology change depend on ideolo-
gy' (culture) normalizing effect (the substitution of norms with
values), and on the interaction between institutions and ideology
(culture) ; institutionalization can reduce the cost in propagating
an ideclogy (culture) . while an ideology (culture) identified with
an institution can reduce [ree —riding in the operation of the in-

stitution.

Conclusion:

In examining debates about rural social structure as Skin-
ner, Philip C. C. Huang and Ramon Myers have studied, 1 find
that all fail to adequately explain the socioeconomic change, the
methodological approach which reads off in the ”local” society
[rom events at the high commercial and extensive farming areas
is a problem, another is the variable selected. My study treats
ideology (culture) as an internal variable [or cconomic develop-
ment, [urther. 1 consider institution and ideology (culture) as
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two parallel independent variables, and make the assumption
that economic institutions reflect, underlying value structures,
that prescribe market and non — market exchanges. Identifying
and analyzing how these value systems have evolved and are
linked to economic development is necessary in order to properly
assess how economic development takes place. 1 especially focus
on the ways local cadres used at that time, or how the local ad-
ministrative officials achieved their goals which had been pre-
scribed by the central government, and want to explain how gov-
ernment could put its policies onto all the local agenda, and how
individuals and organizations (governmental and non — govern-
mental organizations) express their needs in the process of social
changes.

As a case study, my dissertation has two main resources in
material: New Count Histories and government archives and in-
terviews with local people. The former provides much crude in-
formation on a wide range of mainly quantitative, contemporary
issues, and the latter is a review of and complement to the for-

mer.
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