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ABSTRACT

Insisting on limited Rationality, economic agent and methodolog-
ical individualism, adopting theoretical tools of Neoinstitutional eco-
nomics, evolutionary game theory, rent —seeking economics and sys-
tem dynamics, from an angle of transaction cost, rent dissipation and
dynamic evolution, this doctoral dissertation provides an explanation
for the nature, changing rule, system consequence of tax system of
Chinese imperial power society. ‘

First of all, it argued essentiality of Chinese imperial power soci-
ety, and provided an explanation for changing rule of tax system of
Chinese imperial power society.

The legal right of Chinese imperial power society was featured
with supreme power of emperor without restriction. The emperor re-
garded all common people and the whole land of the country as his
private property. Common people have no sacrosanctity property
rights on legal sense, even personal freedom was not secured.

Emperors had to levy tax on peasants by officials, therefore,
emperor and officials established a kind of consignor — procuratorial
relationship, they constituted the ruling class. In a sense of modern
economics, when peasants paid taxes to the State, the goal was to

buy public goods such as equality, security and order. As the mo-
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nopoly of force machine by the ruling class, and collective action of
peasants was difficult due to their large numbers, then the ruling class
can exploit the common people’s property and labor by taxes and con-
script labor without obligation and responsibility of providing public
goods. taxes that peasants were forced to pay, has rare content of tax
in the sense of modern economics, it was as same as being paid
through extort and suppress, so it had more content of potential vio-
lence rent rather than tax. For this reason, the essence of taxes in
Chinese imperial power society is potential violence rent.

With respect to the law of tax system change in Chinese imperial
society, land award system or land equalization system can be adopt-
ed at the beginning of a dynasty due to less population.- According to
Malthus law, when land area is given, along with growth of popula-
tion, law of diminishing marginal productivity of land will consequen-
tially occur at a certain point, then land will become more and more
expensive, and labor become cheaper and cheaper. As time goes by,
the tax system based on poll tax will become unfair, the tax source
will decrease, which will affect income of central government. Con-
sequently, tax system will definitely be transferred from poll tax to
land tax.

According to Neoinstitutional economics currency is an important
innovation to reduce transaction cost. As market system and currency
system become perfect, tax system aiming at monopoly rent maximum
will definitely be transferred from real tax to money tax which can save
transaction cost. At the same time, tax and conscript labor will be
integrated as one, the replacement of conscript labor by tax also can

be explained by the reason of lowering transaction cost.
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Since tax system change in Chinese Imperial power era has no
impact and innovation on legal right of common people, it has limited
significance no matter how high the academic circles appraised such
reform and change.

Second, the doctoral dissertation offered an economic explana-
tion why tax burden on common people became more and more heavier
in Chinese imperial power society as time went by.

By evolutionary game theory, the article proved that without ef-
fective restriction of government power, for various illegal added tax
levied by government officials backed by State violent machine, inor-
ganizable peasants will choose recognizing policy which gains more
benefit than that of unrecognizing policy, as a result, officials’ bene-
fit expectation from adding tax will be much more than their legal fixed
salaries, as a result, recognizing policy and adding tax become evo-
lutionary stable policies of peasants and officials respectively. There-
fore, Democratic Constitutional Rule which can restrict government
power is one of prerequisites to govern corruption and achieve clean
administration of civil officials.

Analyses of games between officials at different levels and officials

&

at the same levels has shown: as long as benefit from “share out ill —
gotten gains” policy adopted by superior officials is more than that of
legal fixed salaries, the problems of “supervising the supervisors” is
impossible to resolve, adding tax and “share out ill — gotten gains”
policy will become evolutionary stable policy. The logic is applicable
for the whole official groups at all levels. Consequently, if civil rights

is not secured, corruption governing can not be successful by cruel tor-

ture and summon jus, as well as supervision from top to bottom.
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By this approach, the author gave an explanation why corruption
were in irresistibly and inevitably spreading in Chinese imperial power
society, and why cruel torture and summon jus had few effect on
officials’ corruption. In fact, it also revealed micromechanism how
tax burden was inevitably increased in the middle and later stage of all
Chinese imperial dynasties.

The emperors, in name, possessed land and people of the whole
country, officials were merely emperors’ attorneys, their post can not
be inherited, therefore, their property rights were not ensured. For
this reason, output of land and peasants’ labor turned public goods,
this leaded to tax public tragedy as officials tended to extort peasants
in a manner of draining the pond to get all the fish. The author
adopted microeconomics tools to prove “tax public tragedy”, and the
macro — outcome of individual benefit maximum inevitably resulted in
heavier tax burden of the whole society.

Third, the author argued periodic social upheavals resulted from
tax system of Chinese imperial power society, and verified it by simu-

"lation model.

It argued that continuous increase of tax burden is the direct rea-
son of social crisis and collapse of dynasties. As the tax in Chinese
imperial power society is essentially potential violence rent but price of
public goods, therefore, tax tended to heavier and heavier, and land
income tended to decrease; When more and more people sold or aban-
doned their land and became tenants, the labor price would be chea-
per and cheaper. As time went by, prices of all elements of produc-
tion (labor and land) owned by peasants ( owner peasant) tended to

lower, soon or later, it would reached the survival bottom line of
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peasants. On this basis, doctoral dissertation gave relevant inferences
and verification.

The author expended Steven Zheung’s rent dissipation model from
Partial — equilibrium model to general equilibrium model. by general
equilibrium model of rent dissipation model, it explained, under
legal structure of Chinese imperial power society, production value
(rent) output by land and labor of the whole society will gradually be
consumed by rent — seeking activities, as a result, the society will
enter Hobbes’s war state in which everyone becomes rent — seeker.
On this basis, the inferences concerning the model were verified. As
economic man, the ruling class will take measures to reduce senseless
rent dissipation, by this approach, the dissertation explained major
function of imperial examinations is to limit number of officials, and
the reason that Confucianism was appraised by rulers of all dynasties
is, as a kind of ideology, it helped to reduce disorderly competition
among officials, which can lead to senseless rent dissipation. Howev-
er, under imperial examinations system, being a official is profitable
business, many people concentrated their mind and energy on such a
meaningless and nonproductive profit — seeking or rent — seeking activ-
ities. Its rent dissipation was huge too. This can be assumed as an
explanation for why China failed to achieve industrial revolution
(Joseph Needham problem ).

The dissertation has made a comparison between the legal right
structure of Chinese imperial power society and that of European coun-
tries, Japan and Ancient Egypt during the same period. Using inte-
gration of method of agreement and method of difference, one meth-

ods of John Stuart Mill’s Five methods of cause and effect finding, it



