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Abstract

This article is a case study that is based on the village
investigation in Yakou. The time of investigation is from
October to December in 1999. Yakou village is situated in
the southeastern part of Zhongshan City Guandong
Province. The population of village is over 3000 and the
area of it is about 36 kilometer square and the village is
rich in the natural resource. During the “People’ s Com-
mune  Yakou was a production brigade. Now the Yak-
ou Production Brigade abbr. The P. B. Still exists it
is a part of the village but it is the political center of the
village and is the owner of the village' s collective resource
and assets. The basic institutions of “ People’ s Com-
mune have been persisted in the P. B. since 1980.

However the P. B. cannot exist on itself. In order to
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support the institutions of * People’ s Commune” to work
continually  Yakou. P. B. rents its factory sea beach
and fishing ground to outside merchants the rents are
brought into the P. B. to distribute among the members
of the P. B.

[ discover that there is a set of special belief and so-
cial ideal behind the institutions of “ People’ s Commune ”
in Yakou. I summarize the belief to be “to protect the
weak and to distribute according to labour.” This belief is
the spirit of the institutions in Yakou which is propagated
by Lu Hanman the secretary of Yakou branch of the
Communist Party. Most cadres of the village and most
members of the P. B. accept the belief too. In order to
realize the belief ~Yakou village must keep a collective
production organization. Otherwise they don” t provide
jobs to the villagers that have lower ability in the market
competition and don’ t distribute the village" s collective
income according to collective labour.

There are three main factors that enable the belief *
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to protect the weak and to distribute according to
labour.” to be carried out in Yakou. First Lu Hanman
has outstanding personality and remarkable political abili-
ty so he can promote the * Village" s Commune " to
work. Second Lu has built up a political group through
selecting activists among the villagers into the Communist
Party and into the Village' s Management Commission.
The political group supports Lu to preserve the system of
“People’ s Commune.” Third Yakou has rich natural
resource and advantage site so it can rent its resource out
and receive rents continually.

In this article I build a model to study the special
case. There are three factors in the model ~which are the
villager' s mainstream belief competition from the out-
side market economy and the transaction cost inside the P.
B. The first factor decides the basic characters of the
commune institutions and the other factors influence the
institutional arrangement and change. The equilibrium of

institutional arrangement is decided by the action to carry



out the belief to reduce the transaction cost inside the in-
stitutions and the competition from outside.

This article’ s main idea is that social institution
are the outcome which social members pursue each special
belief to realize and the actual institution will embody the
mainstream belief of the society. Moreover the social
leading group members will select the institutional ar-
rangement of minimal transaction cost to realize the belief.
This idea comes from D. Tocqueville and M. Weber" s
sociology ~ Chinese traditional history thought and the

transaction cost economics.
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