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Exit Confinement, Shirking and the Lemon Market of Labor—The Institutional
Characteristics and Low Efficiency of the People’s Commune System

HE AXZHRGEMA. OFDRBAEREZHE, ARMEPRERH
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HHEFERLEE, L2, REFPOHBERSHEMBEAL. OEFREEZY
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KR AR BENE REBE O ATHETY

JEL 433, L23, D23, J54

Abstract  This paper attempts to answer the following questions related to
the People’s Commune System (PCS) in 1950-60s. First, how the exit right of the
commune member was negated as a compulsory institutional arrangement? Second,
whether the collective work could be supervised or whether the supervision could
eliminate the problem of shirking without the exit right for the members? Third,
why the PCS leads to low inefficiency without differentiating work qualities? The
paper explores the foundation of the formation of the PCS using infra-marginal
analysis. Based on the concept of “implicit exit”, we also study the “exit threat”
by Lin (1990) and the “retaliation against shirking” by Dong and Dow (1993), and
inevitable shirking behavior in the PCS. The results show that inefficiency of the

O ZUR, EERNKFEEFERFGGR . #82, T AAFEEE. BEmE. ) MNH A
LRGN KA LT PE2ABE, MR%: 510642, E-mail: luobl@scau. edu. cn
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PCS is fundamentally rooted in the constraints of employment choices, the institu-
tionalized implicit exit, and wide spread shirking, and the resulting “lemons mar-
ket” of labor.

Key words People’s Commune System, Supervision mechanism, Implicit ex-
it, Lemons market
JEL. L23, D23, J54
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