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ABSTRACT

This dissertation is a theoretical and empirical economic
study on economic organizations and particularly the peasant e-
conomic organization, based on the neoclassic economic theory
and the new institutional economics, with applications of the
public choice theory, the economics of information, the theory
of incentive mechanism design, and the theory of industrial or-
ganization. the objective of this study is to establish an analyti-
cal framework of the institutional logic of the economic organi-
zation, on which an empirical study of the peasant economic
organization in China is based.

This dissertation consists of thirteen chapters in addition
to the introductory chapter, which is organized into three parts.

The first part is divided into two chapters under the title
Concepts, History, and Issues, providing a conceptual basis
and empirical background. In Chapter 1, several fundamental
concepts are clarified, hypotheses and methodologies on which
this study is based are emphasized and relevant literature is re-
viewed . This study is conceptually based on such hypotheses as
profit maximization, the bounded rationality, the opportunistic
behavior, the specificity of assets and the positive transaction
costs. A skeleton description on the historical process, the
peasant characteristics, problems and tendency of China’ s

peasant economic organizations can be found in Chapter 2.
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The following five chapters constitute the second part,
which is the theoretical core of the study that provides a frame-
work to establish the institutional logic of the economic organi-
zation and an observational system for the empirical analysis
hereafter. The diversity, structure, functional differentiation,
efficiency boundaries and size limits of the organization are ful-
ly explained through the consideration of the nature and the
evolution of the organization. The analysis of the implicit char-
actenistics of the economic organization is carried out to under-
stand the logic of its collective actions, the mechanism, the
pattern and the economic performances of its institutional
changes.

A new explanation is given in Chapter 3 for the nature of
the economic organization which delineates its multi — nature
and reexplains the origin and evolution of the organization.
Chapter 4 describes the diversity of the economic organization,
analyzes the characteristics of the structure, functions, and ef-
ficiency differentiation of various economic organizations, and
defines the efficiency boundaries and their size limits. The in-
herent mechanism of the economic organization is analyzed in
Chapter 5, which includes the division — cooperation mecha-
nism, the decision making — information mechanism, the in-
centive — constraint mechanism, and disintegration — integration
mechanism. Chapter 6 is an investigation into the underlying
causes, regulations and the implicit logic of the collective
choice behavior of the economic organization, which brings to
light the association between the degree of the publicity of the
goods (or property rights) and the economic organization. A



 pmmE
brief discussion is made on the functions of organizations and
the mechanism, patterns, affecting factors and economic per-
formance of the institutional change in Chapter 7.

The empirical analysis is included in part 3 with the ap-
plication of the theory and methodology that have developed in
part 1, which consists of chapters 8 through 13. Special atten-
tion to case studies are paid to test the theories stated above.
Chapter 8 explains the underlying causes and particularity of
the peasant economic organization, explores the essence and
the embodied institutional implications of agriculture, summa-
rizes the diversity, the transferability, and the communal char-
acteristics. As for the diversity, this study further expands the
economic thoughts of property rights about the “public domain”
developed by Yoram Barzel. A variant of the “structure — be-
havior — performance model” in institutional analysis is devel-
oped in Chapter 9 to compare the comparative advantage,
structures, behaviors and performances of different peasant eco-
nomic organizations. The analysis shows that different economic
organizations choose different institutional amrangements, and
the same institutional arrangement can be found in different in-
stitutional environments, but in any case, all result in different
economic performance .

Through an explanatory model based on “the property
right structure, measurement capability, and environmental
characteristics”, Chapter 10 investigates the evolutionary pro-
cess and efficiency features of the microeconomic organization of
Chinese agriculture, by which the underlying causes of the fail-

ure of the people’ s commune system are further explained, and
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the rationality of the household operation is reexamined, there-
fore, clarifying the basic characteristics and the institutional in-
novation path of the agricultural operational system. The effi-
ciency determinant of the size of the peasant economic organiza-
tion is discussed in Chapter 11. Special attention is given to
the efficiency determinant of the size of farming so as to provide
further reasoning of the household system in Chinese agricul-
ture.

Chapter 12 discusses the issues related to incentives, in-
formation and mechanism design of the peasant economic orga-
nization, analyzes the realization conditions of the public bene-
fits and principles for the design of incentive mechanism. The
low efficiency of the collective labor is further explained based
on a “lemons” market model. Introducing the principal — agent
framework , this chapter analyzes the selective incentive mecha-
nism, optimal monitoring, residual claim rights and the ar-
rangement of the principal rights. From the viewpoint of the
compatibility of the technical structure of transaction with a
specific organization. Chapter 13 clarifies the dimension of the
functions between the government, the market, and the peasant
economic organization, analyzes the important role of govern-
ment in institutional innovation, and diagnoses the relationship
between the market organization and other peasant economic or-
ganizations. Based on the discussion on the peasant’s economic
rationality, this study finally develops the criteria for govern-
ment policy altematives, and recommends a policy scheme so as
to improve the peasant economic organization.

In summary, this study shows that the development pro-



cess and the performance of China’ s peasant economic organi-
zation depend not only upon the market development but also
on the changes in the macro institutional environment. Further-
more, it relies on both peasants’ efforts and government behav-

ior and policy alternatives.
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