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Depending on conditions, Chinese peasants strategically adopted one of two types of transac-
tions: either a single one-time transaction without reference to any particular buyer, or repeated
transactions dependent on one regular broker. Based on the different sizes of market zones and
responding to seasonality, Chinese peasant households allotted their labour to maximize
income and avert risk. Generally, in early modern China, the volume of exchanges among pea-
sants was much greater than the volume of exchanges between peasants and merchants from
towns. One-time transactions were dominant not only by the choice of peasants for concluding
local transactions but also by the petit traders who connected villages and towns. Thus, price
movements in local currencies such as copper coins in local marketplaces did not follow the
movements of inter-regional trade made in silver. Maintaining the independence of local
trade, local merchants established a system for settlements through account books and issued
native notes to respond to chronic shortages of currency. In Japan, peasant households showed
similar characteristics of seasonal allocation and division of intra-household labour, but in the
nineteenth century were less dependent on local marketplaces and maintained more continuous
relationships among villagers as well as with merchants from towns. The differences between
China and Japan during the early modern era, when economies depended heavily on small-
size peasant households with less specialization, reveals the inadequacy of conventional concep-
tions of markets such as Smithian growth, which ignore the differences between local trade and
inter-regional trade, and underestimate the importance of proximate exchanges among pea-
sants, which reflected their desire for a higher degree of freedom when making transactions.
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introduction: the strategic peasant
Peasant households in early twentieth-century China seemed to contemporary observers to
face a perpetual crisis of subsistence survival.1 Informed by agricultural specialists on
China including L. Buck, the leading European economic historian R. H. Tawney described
the situation of Chinese peasants as “a man permanently standing up to the neck in the
water”.2 Later J. C. Scott used this metaphor in introducing the idea of The Moral
Economy of the Peasant.3 Observers thought that the poverty of peasants went in tandem
with marginally self-sufficient conditions in which there was little room for accumulating
a surplus. In particular, the small size of land plots worked by peasants seemed to prevent
them from increasing productivity through economies of scale and from escaping the trap
of involution. However, observers also witnessed thousands of peasants selling products in
local marketplaces. In order to reconcile this activity with the perception of unstable agri-
cultural production which left peasants with little surplus to sell, contemporary scholars
came up with the explanation that peasants were forced to make sacrifice sell-offs in
times of famine. Heavy taxes and/or rent in addition to their debts to merchants forced
them to sell off their products even at the expense of basic survival. The image of selling
not surplus but essential goods encouraged moral economists to insist that villagers needed
to establish systems of mutual support, or maintain reciprocal relationships, as a defence
against the market economy. The image of Chinese peasants in subsistence crisis in com-
bination with famine sell-offs also worked to dramatize the revolutionary narrative of pea-
sants rising up in revolt from the bottom of society.

However, as we will see in this article, modern investigations of income and expend-
iture by Chinese peasant households in more detail have shown many cases where a pro-
portion of products were neither sold nor consumed by average farmers, but held back
when the price was not favourable to await the next season. Why would peasants regularly
facing a subsistence crisis keep a portion of their products unused and unsold? Scholars
maintaining the idea of famine sell-offs by peasants have never delved into the actual beha-
viours of peasants in marketplaces, even though these have already been investigated in
field research.4 The above-mentioned behaviour of peasants may seem a risky investment
through individual choice in a way that S. L. Popkin characterized as a rational peasant
who might under different circumstances have chosen to join a collective action to
avoid risk.5 However, the reality not only goes beyond the dichotomy of a self-sufficient
economy and a market economy according to the moral economy concept, but also goes
beyond another dichotomy of individual choice and communal contribution according

1 Historians of later periods also have followed the interpretation of below-subsistence conditions among
Chinese peasants. For example, Huang 1985, p. 301.

2 Tawney 1932, p. 77.

3 Scott 1976, p. 1.

4 Citing Yang’s investigation of rural markets in Zouping 鄒平 county as an unprecedented achievement,
Amano retained the viewpoint of famine sell-offs by impoverished peasants. Amano 1935, pp. 141–48, 214.
We analyse the work by Yang in the third section below.

5 Popkin 1979, pp. 17–27.
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to the rational peasant approach. In this article we shall see a duality of economic activity
within the Chinese rural economy, resulting from different strategies by peasant house-
holds which made individual choices according to market conditions.

As we will see in detail in the third section below, statistical surveys of local market-
places in rural China have revealed that the amount of exchange among peasants exceeded
the amount of trade between local peasants and merchants from outside. This is the aspect
that conventional conceptions of markets, such as Smithian Growth, have always over-
looked. Working on the assumption that a transaction between different occupations
and/or dissimilar products can increase productivity and enhance economic development,
one would conclude that exchange among local peasants whose products are similar must
be negligible.6 However, the growth of the rural market in China which was not in propor-
tion with that of distant exchange suggests that there might be another path of trade devel-
opment for the rural economy that has been neglected by conventional trade theory,
focusing as it does on comparative advantage in production factor endowment between dis-
tant locations.

Foreseeing fluctuating conditions both in proximate exchanges and distant trade,
Chinese peasants invested resources and allotted labour in order to maximize return in
the short term and avert risk in the long term, mostly by individual choice rather than col-
lective activity. Here we will call such people “strategic peasants”. Numerous peasants’ stra-
tegic engagement in local trade affected the organization of commerce along the direction
of strengthening autonomy in proximate exchanges as against distant trade. As the
exchanges within local marketplaces developed autonomously, peasants had more options
to maximize their return and minimize their risk. The strategic peasant household in
China operated in tandem with the autonomous local market.

The multiplicity of markets has not always escaped scholars’ attention. However, just as
Polanyi made a distinction between local trade as controllable and long distance trade as
uncontrollable,7 the self-organizing aspects of local marketplaces where anonymous pea-
sants gathered were mostly ignored. Developing the field research on rural markets in
China before World War II, Skinner successfully modelled market strata in rural China,
but his model incorporating central place theory in geography was too concentric to high-
light the gap between marketplaces accessible to peasants and those not accessible.8

Anonymous exchanges in the marketplace needed a currency circulating among locals.
As shown in the fourth section below, if a formal supply of currency was in shortage,
native currencies with no official support were often created by locals to mediate local
exchanges. The degree of strength of the combination between individual peasant and
local marketplace differed society by society. Comparisons with contemporary Japanese
peasants in the fifth section will make clear that the economic activities of Chinese pea-
sants were far less corporative and more dependent on one-time transactions in a

6 It seems superficially logical that when one person and another have different vocations, exchange is neces-
sary. However, this idea of the inter-personal division of labour, which we can trace back to Aristotle’s frame-
work, ignores those cases when one party has a surplus of an item and another a shortage. I argue this in
another publication.

7 Polanyi 1944, pp. 64–65.

8 Skinner 1964–1965.
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marketplace than the Japanese ones were. This contrast between China and Japan suggests
a difference in institutions, one preventing a monopoly of trade and indirectly encouraging
one-time transactions, and the other directly organizing trade and enhancing subsequent
transactions between the same parties.

seasonal allocation and division of labour
intra-peasant household
Agriculture all over the world commonly undergoes a considerable degree of seasonality.
There is no agriculture without a slack season when little labour supply is needed.
Meanwhile, in the busy seasons such as cultivation and harvest, as much labour as possible
is required to supply the need. How to organize both idle and busy times determines the
characteristics of the peasantry differently society by society.

In busy seasons, facing a shortage of labour, Chinese peasant households typically hired
day labourers. Those who wanted to be employed and who wanted to employ both gath-
ered at a particular place such as the end of a bridge in the early morning and negotiated
the conditions: the wage of the day and whether lunch would be provided. Liu Dapeng 劉

大鵬, a literatus in Chiqiao 赤橋 village, Taiyuan 太原 county, Shanxi province, wrote of a
typical case in his diary in which hundreds of men gathered at a bridge to look for employ-
ers during the harvest season. Liu himself was not a large-scale landowner but a farmer
with a middle-level size holding in the region. However, Liu himself often hired several
labourers for cultivating land and harvesting crops. He sometimes recorded the amounts
of wage payments in his diary, but not the names of the day labourers.9 His descriptions
suggest that, unlike the long-term labourers called changgong 長工, day labourers and
their employers made a one-time transaction that entailed no subsequent relationship.

Liu’s descriptions reflect a common situation in modern China. Take another example
from an investigation of a rural market, Wulibao 五里堡, Yidu 益都 county, Shandong
province. The report reveals that at every harvest for wheat in May and for sorghum in
July, anywhere from 30 to 500 job seekers would gather for day labour in a temple.
Wages fluctuated day by day according to demand and supply.10

In addition to the day labour markets, a custom of mutual labour exchange between
peasants, called huangong 換工, also existed in order to ease the tension between labour
supply and demand in the agricultural busy seasons, though this was not at all common
across China overall.11 Thus, the provision of labour through ready cash payments domi-
nated in making up labour shortages due to agricultural seasonality. In most cases day
labour wages were paid in cash on the day without deferment.

In the case of day labour markets in rural areas, most employers and employees lived in
the same village, or in neighbouring villages. For example, the diary of Liu Dapeng on 15
July 1918 records that by the bridge called Yurangqiao 豫讓橋, 200 workers gathered and

9 Kuroda 1996.

10 Nishiyama 1942, pp. 14–15.

11 Fukutake 1976, p. 165. In the investigation of Jiading 嘉定 district, Shanghai, we find two cases of labour
exchanges between two peasant households in rice cultivation while sixteen households in the same village
hired day labour. Mantetsu Shanghai 1940b, Table 2.
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were employed in Xizhen 西鎮, Huada 花塔, and Yingdi 硬底 in addition to Chiqiao.12

Mid-July is a busy season for harvesting spring wheat. Two hundred day labourers in
the region of four villages in which probably around three hundred households lived
was a considerable number.13 Considering that the villages were located close to each
other, we can assume that employers and employees were not complete strangers.
However, importantly, there was a clear tendency for those who wanted to be employed
to go to the labour matching place outside the village to seek employers. Even if eventually
a job seeker was employed by an employer within the same village, they rarely looked for
jobs without going to the day-labour market.14 This tendency for Chinese peasants to avoid
a subsequent relationship in seeking day labour marks a clear contrast with Japanese vil-
lagers, as we will see in a later section and the article by Tanimoto in this issue.

Interestingly, the investigations of incomes and expenditures in peasant households in
the 1930s revealed that some households receiving income from being employed had
expenditure for employing others as well.15 The relationship between an employer and
an employee did not always reflect inequality between the affluent and the poor, but rather
showed an adjustment between households which had surplus labour and others which
had labour shortages at a particular point in time. The relationship between them might
be reversed at a different time. However, direct exchanges of labour without wage pay-
ments between neighbouring peasants did not often occur. Again we can confirm a strong
tendency in China for peasant households to choose one-time transactions rather than
establishing subsequent cooperation with a particular household.

The wages for day labour depended on demand and supply on the day as already men-
tioned, but there was clear seasonality in the movement of wage levels. For example, in the
case of one village in Shandong, the wage for day labour in August was 80 cents, while that
in January was 20 cents.16 It is often assumed that conditions of low-opportunity cost
forced peasants to add to their working hours in farming at an unfavourable return per
working hour, even if below subsistence level.17 If one considers only the wages during
the season of lowest demand, the argument for farming work at sub-subsistence level
return might seem persuasive. However, in the slack seasons with unfavourable conditions
for agriculture, peasants quite naturally would try to find any available opportunities for
income outside agriculture.

Nobody can be categorized as a peasant unless they practice agriculture on land.
However, this does not mean that the income of the household comes only from agricul-
tural work. One survey showed that, among 99 day labourers who lost agricultural employ-
ment, 91 engaged in non-agricultural work, while only 8, including gamblers and beggars,

12 Liu 1990, p. 263.

13 The number of households in the villages is estimated according to Chang 1942.

14 CNKC vol. 3, p. 194.

15 In the case of Jiading, Shanghai, six peasant households out of twenty-five from which labour was hired also
employed labour themselves. Mantetsu Shanghai 1940b, Table 2. The case of Huangling 黃陵 village, Shanxi,
shows that among 25 peasant households which had members being hired for labour, eight households also
employed labour, most of which was probably for ploughing with livestock. Kahoku 1944, pp. 22–25.

16 CNKC vol. 3, p. 194.

17 Huang 1985, pp. 195, 201.
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were categorized as unemployed. Interestingly the most popular vocation was small ped-
dler, which amounted to 37 labourers among 99.18

An investigation of 92 households in Huangling 黃陵 village, Taiyuan county, Shanxi
province, revealed that the peasants had no shortage of opportunities to earn cash income
from non-agricultural engagements. Among 81 peasant households, in addition to 23
engaging in agricultural labour, 74 worked as coolies, 37 made shoe soles, 10 worked as
peddlers, 4 engaged in making noodles, 2 worked as village police, and so on. In particular,
shoe sole-making absorbed a considerable amount of female labour from nearly half of
peasant households.19 In other villages in the same region, some produced coarse paper,
some worked in local coal mines, and the like.20 It is true that farming, especially cultivat-
ing grains, was the principal occupation for most of the villagers. However, their work on
arable land was subject to a high degree of seasonality, and peasants organized their labour
capacity in slack times to fulfil a variety of side businesses as often as possible.

The investigation of Huangling village showed a positive relationship between the
number of male labourers in a household and the amount of cash income from employ-
ment including non-agricultural work. The coefficient between them is 0.72. This result
means that the more labour a peasant household could set aside, the more cash could
be brought in from employment. There was no tendency to increase the labour force to
bring diminishing return per capita to the household. This contradicts the idea of involu-
tion, that increasing population forces the productivity per capita to diminish. It appears
instead that ampler income outside farming one’s own arable lands enabled peasants to
cultivate less land, rather than a reduction of farming causing peasants to depend on
cash income as the concept of famine sell-offs presumes.

The case of Liu Dapeng, mentioned above, who lived in Chiqiao village in the same
county as Huangling, gives us an example.21 Liu held the second-highest status of scholar,
juren, and had cultivated land even when he had reached seventy years of age. In this sense,
he fulfilled the Confucian ideal of one who cultivates land on a fine day and reads books on
a rainy day. Although the land in his possession changed over time; basically Liu continued
managing arable land of around 10 mu in total (approximately 0.6 ha) mainly planted with
wheat. According to his description, the average harvest was 1 tan per mu. An annual har-
vest of 10 tan is sufficient to feed no more than three adults. In total, fifteen persons includ-
ing women and infants lived in Liu Dapeng’s family. Thus, though he rented land of 5 mu
for a field in a different village, he was not exaggerating at all when he often wrote in his
diary about the insufficiency of crops from his own lands to feed the entire family.22 How
did he cover the shortfall? Until 1911 when the Qing dynasty collapsed, he earned an hon-
orarium from teaching the children of wealthy financiers in Taigu 太谷. However, the
Shanxi financiers, called piaohao 票號, who had close connections with the Qing dynasty,

18 Amano 1935, p. 210.

19 Merchants in Taiyuan town provided domestic females with materials for shoe soles. It took almost one day
for one worker to complete one pair of soles. Kahoku 1944, p. 92, appendix 4–5.

20 Kuroda 1996.

21 For the life of Liu Dapeng, see Harrison 2005. Her work used a part of the original diary which the edited
version by Qiao Zhiqing (Liu 1990) did not include.

22 Kuroda 1996, pp. 105–7.
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collapsed and Liu suddenly lost this important source of income. Then, he endeavoured to
run a small-size coal mine located in the mountainous region of the same county in
cooperation with other peasant investors. The mine employed around thirty miners.23

According to a later investigation, investors in coal mines in the district amounted to 60
persons, while the number of miners in the district was estimated to be 1,300.24 Thus,
Liu Dapeng was a peasant whose usual crop yield was below subsistence level but, depend-
ing on the situation, was also a capitalistic entrepreneur in a new business.

The vocations of side businesses by peasants differed greatly according to regional
resources as well as individual conditions. Considering the whole of China, however, the
most important area of activity was doubtless the hand cotton manufacturing industry.
As the cultivation of raw cotton increased through the Ming–Qing period, spinning of cot-
ton thread and weaving of cotton cloth spread across China, including regions where cot-
ton was not cultivated. As late as the mid-eighteenth century, spinning cotton thread and
weaving cotton cloth took root as the most important work absorbing female labour in
many regions throughout China. In this period Wang Huizu 汪煇祖, a literatus in
Zhejiang who was most famous as the author of guidebooks for local officials and secretar-
ies, wrote in a retrospective account that, in order to earn enough to pay the honorarium to
Wang’s teacher in his boyhood, Wang’s mother spun and wove cotton cloth to sell in
exchange for copper coins of fine shapes.25 Where did she sell the cotton cloth? Many
investigations even in the 1930s revealed that, instead of purchasing machine-made cotton
yarn which had already become widespread, local women were still spinning raw cotton
and selling the surplus thread and cloth in the local marketplace.26 The cloth which
Wang Huizu’s mother made was definitely used by clothing makers in the same region,
acquired through local marketplaces. Generally speaking, raw cotton and cotton cloth
were traded inter-regionally, yet inter-regional trade in cotton yarn in significant quantities
was never recorded. The cotton thread trade appears only in descriptions relating to local
marketplaces and was hardly ever found going beyond a single county, though it did
exist.27 We will consider this point again in the fifth section below.

In respect of Chinese peasant households, the concept of the “low-opportunity cost” in
farming can be persuasive only if one ignores both the wide seasonality of labour demand
in agriculture and access to non-agricultural business by peasants. Depending on similar
resources in the same region, the division of labour in an intra-household way worked
to generate exchanges between households without specialization household by house-
hold. We may call this the “intra-household” division of labour, through which labour is

23 Kuroda 1996, p. 107.

24 Kahoku 1944, p. 22.

25 Wang 1970, vol. 1, p. 10a.

26 According to a survey of a rural market, Madianji 馬店集 in Shandong on 8 April 1934, around twenty per-
sons sold manually-spun cotton thread and forty persons produced manual woven cloth. The region is not far
distant from Qingdao, where the cotton mill industry developed. Mizuno 1935, p. 35.

27 Inter-regional trade in manually-spun cotton threads existed, but was far less significant than that in raw cot-
ton. Shashi 沙市, a mid-Yangzi treaty port, recorded the export of manual cotton thread with a value of not
more than forty thousand liang and raw cotton with a value of 1.333 million liang in 1899. Both were sold
mainly in Sichuan, which cultivated little cotton. Cotton thread as well as raw cotton with seeds made in
Wuji 無極, Hebei, were sold in Guihuacheng 歸化城, Shanxi in 1905. Kuroda 1994, p. 295.
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complementarily organized by gender and seasonality. This path of development is
quite different from the pattern conditioning the specialization of production in an
inter-household way. The concept of the division of labour depending on inter-household
exchange presumes full-year employment which did not exist in most agricultural
societies.

In the agricultural busy season Chinese peasants needed an exchange of labour on a
scale of several villages; in selling their main harvest they needed an exchange of crops
on a scale of around twenty villages; and in selling by-products for specific uses they
needed an exchange of commodities on a scale of one county or larger. In the first two
sizes of zone, the intra-household division of labour operated, while, in the largest-size
zone, inter-household division of labour dominated. Thus, according to these multiple
exchange zones, Chinese peasants combined intra-household and inter-household division
of labour. In the following section we will examine the marketing places for peasants.

the markets for one-time transactions
between peasants
Where did Chinese peasants mostly sell their products? Who mainly purchased the pro-
ducts from peasants? Take a look at the case of the villagers in Huangling village men-
tioned above. Basically, they sold grains by themselves in the local market, which was
held every other day in their village, while they sold vegetables to merchants coming
from Taiyuan (the provincial capital, Yangqu 陽曲 county) to their homes, and sometimes
sold vegetables in the town by themselves. Easy access to the provincial capital town was a
specific advantage for the peasants in this village. As Table 1 in the Appendix shows,
importantly, either type of selling had strong seasonality, though the bias in grains was
slightly greater than that in vegetables.28

As far as the main crops were concerned, peasants usually sought to bring them to the
marketplace and directly negotiate prices with buyers. The majority of modern investiga-
tions of peasant households in early twentieth-century China show that peasants preferred
selling products in a marketplace rather than selling to merchants in their own homes,
because they believed that they could realize the appropriate prices in a market while
they might be cheated by the merchants at home.29 Importantly, when they judged that
the price in the marketplace was not favourable, they often brought their products back
home and waited for prices to rise.30 Rural investigations such as the Chūgoku Nōson
Kankō Chōsa 中國農村慣行調査 always show that Chinese villagers were very keen

28 There can be little doubt that the sale of peasant products reported in this investigation only covers a portion
of the actual deals made, since the quantity of grains purchased by villagers was much larger than that sold.
However, as far as the monthly bias in selling is concerned, there might not have been a large difference. The
investigator assumed that most peasants would have a deficit of grains which must have been made up
through purchasing with income from other sources. There is a possibility that the geographical conditions
near Taiyuan, the provincial capital, caused villagers to depend more on cultivating vegetables and producing
shoe soles for cash income, but it is not certain to what extent the balance between selling and purchase of
grains shown in the investigation reflected actual harvests and trades. Kahoku 1944, pp. 84–87.

29 CNKC vol. 4, p. 229, vol. 3, p. 371. Mantetsu Shanghai 1940a, pp. 105–6.

30 CNKC vol. 3, pp. 324, 363.
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observers of price movements in the marketplaces they accessed. This observation is sup-
ported by Liu Dapeng’s diary, in which he frequently recorded the price of grains in the
rural market31 and described the movement of prices in a local town, Jinci zhen 晉祠鎮,
which was located within walking distance of his village, Chiqiao.

Some cotton-growing peasants did not harvest raw cotton all at once, but batch by batch
every five days in order to wait for favourable market conditions.32 As Table 2 in the
Appendix shows, peasants of the three villages in Hebei and Henan retained a quarter
in value of all products neither to consume nor sell. Those villages mainly cultivated grains
and raw cotton. Naturally grains occupied the majority of the reserved products. In the case
of Michang 米厰 village 50 per cent of grains were neither sold nor consumed. However, of
the raw cotton that had been thought to be completely sold soon after harvesting by pea-
sants desperately seeking cash, in reality one-tenth was also left unsold or unconsumed.33

The result proved the truth of an earlier observation that Chinese peasants held back even
commercial crops like cotton, depending on the conditions in a market.34

In the same way as day labour seekers avoided employment not arranged in the
employment matching place, peasants tended to avoid selling their products within
their villages, except when the marketplace was located there. It is apparent that
Chinese peasants had a preference for one-time transactions that would give them greater
freedom in subsequent transactions.

Depending on the situation, however, Chinese peasants sometimes received merchants
in their homes in order to sell their products. As shown already, some peasants in
Huangling village sold vegetables to merchants in their homes. An investigation in
Licheng 歷城 county, Shandong, revealed that, in spring, peasants found an advantage
in selling a large quantity of radishes if they invited merchants in to purchase them,
since peasants could sell radishes only in small quantities in the marketplace, even if at
a higher price. In autumn, in the same village, merchants came to purchase peanuts dir-
ectly because it allowed them to acquire a large quantity even if the price was not as
cheap as in the local marketplace.35 In the case of Jiading district, Shanghai, cotton growers
usually sold raw cotton in their homes under the terms offered by dealers.36 This con-
trasted with peasants in Changshu 常熟 county, Jiangsu, who always brought rice to a
marketplace and rarely welcomed merchants coming directly for purchase, except in
one particular year when the price of rice rose sharply.37 Located in the same Lower
Yangzi delta as Changshu, peasant households in Jiading had other income sources from
Shanghai besides the cotton crop. Thus, depending on the situation, Chinese peasants stra-
tegically chose where, when and to whom they sold their products. Basically, they nego-
tiated by themselves in selling products and services and seldom accepted unfavourable

31 For example, see Liu 1990, p. 300.

32 CNKC vol. 3, p. 324.

33 Mantetsu 1939, pp. 38–39.

34 Nakaoka 1908, p. 46.

35 CNKC vol. 4, p. 236.

36 Mantetsu Shanghai 1940b, p. 66.

37 Mantetsu Shanghai 1940a, pp. 105–6.
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prices. However, if special conditions were given, they had no hesitation in selling their
products under the terms offered by dealers even if apparently less favourable.

Interestingly, the data from peasant households in Huangling village also suggests that
there were two different strategies followed by peasant households. One tendency was, the
more a peasant sold vegetables to the provincial capital, the more that peasant earned
income outside agriculture. The coefficient is not so high, 0.43, but the probability on
both sides is 0.003, which sufficiently meets the level of statistical significance at 1 per
cent. Meanwhile, we find no such tendency for grains, i.e., that the more a peasant sold
grains in the local marketplace, the more the peasant earned income outside agriculture.
The coefficient between the quantity of grains sold in the local market and the amount
of non-agricultural income among peasants who sold grains is very low, 0.02. In addition,
the probability on both sides between them is 0.877, which strongly suggests almost no
relationship between the two data. Thus, one type of peasant tended to increase the sale
of products to the outside as they increased cash income, while another type kept selling
grains within the local market regardless of the amount of cash income.38 Apparently the
former needed merchants’ connections with the outside. We may call the former broker-
dependent (hence distant-trade-oriented) peasants, the latter broker-independent (hence
local-trade-oriented) peasants.

Thus, depending on the situation, Chinese peasants chose their strategy differently. We
need know to what extent the exchanges with merchants from town were important for
peasants. Table 3 shows the value of commodities sold in eleven rural markets in the
same county, Zouping 鄒平, Shandong, by the distance of each marketplace from the
county town. Nearly half the value was occupied by agricultural products sold within
25 km, grains. Adding the handicrafts within 25 km – native cloth – the major local peas-
ant products occupied nearly 60 per cent of the entire commodities traded. The balance
between local products and inter-regional products was favourable for locals, except in
one marketplace, Xiaodian 小店. In the largest case, Wangwuzhuang 王伍莊, two-thirds
of the entire value was a “surplus” for local products. Generally speaking, petit dealers con-
necting rural markets with towns sold local products to towns and bought anything sale-
able home to return rather than keeping the cash earned.39 We shall consider those small
traders later. It might be safe to say that the “surplus” in the table reflected the amount of
intra-exchange between locals gathering in the marketplace exceeding the amount of local
commodities sold to the outside in exchange for commodities from outside. In short, the
data suggests that peasants exchanged with proximate peasants more than with merchants
engaging in distant trade.

Table 4 shows the number of rural marketplaces per county in three Northern Chinese
provinces, Shandong, Hebei and Shanxi. The density of marketplaces continued to increase,
and particularly in the early twentieth century, they rocketed. The inclusion of peasant
products in international trade stimulated commercial activity in rural China. A deeper
degree of involvement in international trade in coastal areas such as Shandong accelerated

38 Kuroda 1996, p. 110.

39 Petit dealers who sold bean cake in Jining 濟寧 county town mostly used the proceeds to purchase kerosene
oil or tobacco, and rarely brought cash back home. Jining 1942, p. 67.
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the emergence of new rural marketplaces. The increasing commercialization in the peasant
economy occurred through the proliferation of these new marketplaces.

As we have demonstrated, aside from the trade between one peasant and another, some
portion of peasants’ products were sold to dealers in a local marketplace in villages and
brought to larger towns. Who were the dealers who acquired peasants’ products and
brought them to town? Some were dispatched by wholesale merchants in town, but the
majority were petit traders who were also engaging in agriculture in villages, as the inves-
tigation in Shandong mentioned in the previous section revealed. Basically, the merchants
in town worked as brokers mediating between petit traders collecting products from local
marketplaces and inter-regional buyers. Crossing the border between the two categories of
peasant strategy argued above, they must have been distant-trade-oriented peasants, but
they could not have been dependent on merchants from town. That is why some peasants
engaged in trade between towns and villages by themselves.

In the case of Jining濟寧 county, among the total wheat and other grains acquired in the
county town, two-thirds was sold to two larger cities, Jinan and Tianjin, while the remainder
was sold locally.40 Unlike the grain brokers in Manchuria, the grain brokers in the town
made no advances to petit traders in order to acquire grains from villages. Table 5 shows
the amounts of trade both for the inside zone and for the outside zone in Qingyuan 清苑

county, Hebei. Here the zone represents the area in which the town attracted sellers and
buyers. The grains sold were mainly for outside the zone, 211,600 yuan, but some were
for inside the zone, 44,880 yuan. However, non-grain agricultural products were sold and
bought completely inside the zone. The total amount of sales inside the zone, 320,888
yuan, was larger than those outside the zone, 230,800 yuan. Considering that both Jining
and Qingyuan had railway stations, a larger proportion of trade might have been made
up of inside trade in the zone of usual local towns than was the case in these two towns.

Interestingly, in a category of account book from the Tongtaihao 通泰號, a grocery mer-
chant in Daliu zhen大柳鎮 town, Ningjin寧津 county, Hebei, the daily frequency of trans-
actions periodically surged on the second day and the seventh day in every ten-day period
(Figure 2 in the Appendix). The account book called Churu qian liushuizhang 出入錢流水賬

(hereafter “cash book”) appears to have been used to record all the Tongtaihao transactions,
except for miscellaneous purchases for daily use, and the like. Most of the names in the
entries are individual and rarely appeared twice in the same year. On days other than
the second and seventh, merchants’ names in the same town made up most of those
appearing in the account books.41 The difference by day strongly suggests that the town
had a five-day market held on the second and seventh days and that the market attracted
a number of individual petit dealers.42 We should remember that petit dealership was an
important side-business for peasants, as shown in the last section. The individual persons
appearing in the account book from the Tongtaihao must be the same as the dealers called

40 Jining 1942, p. 47.

41 Names of twenty-four shops, including the Tongtaihao were included in donation lists for repairing local
bridges and temples. Most of the shops frequently appear in the account books of the Tongtaihao.
Tongtaihao Daoguang ershisinian liuyue gongyi laozhang No. 49120-37.

42 The gazetteer of Ningjin county published in the late nineteenth century wrote that Daliu zhen town held
open markets on the second and seventh of every ten days. Ningjin 1900, vol. 2, p. 25a.
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xiaofan 小販 in the reports of later periods.43 Apparently the Tongtaihao did not make
multilateral clearance with those petit dealers as they did with the merchants in the
town, as we will see in the next section.

Sometimes the Tongtaihao sold on credit and purchased on debt with the petit dealers.
Even in those cases, there was a clear tendency for both sides to settle as late as the next
market day, or five days later. In the case of such deferred settlements they appeared to
have charged no interest.44 Even if sales credit existed between the grocery shop and
peasant-dealers, deferred payments consisted of only a very small part of the overall trans-
actions. During the 18th day, 5th month, Daoguang 10th year (1830) and 17th day, 6th
month, Daoguang 10th year, only 918,554 wen was recorded as sums sold on credit and pur-
chased on debt with the petit dealers, while the entire transactions of the Tongtaihao
amounted to 23,616, 946 wen. In addition, among fifty-seven persons who made deferred
payments to the Tongtaihao during the period, only three appeared in the account book
for the deferred payment in the same period of the next year, Daoguang 11th year.
During the period from the 12th day, 1st month, Daoguang 10th year to the 12th day,
7th month, Daoguang 10th year, a total of seven months including an intercalary
month, 420 persons appeared only once among the 483 deferred payments recorded in
the account book.45 We can see that cash transactions were so dominant that sales credit
rarely repeated between the same buyer and seller. Thus, the preference for one-time trans-
actions was particularly strong in the case of transactions through the marketplace. This
finding coincides with the observations through modern rural investigations that peasants
(and petit traders) made no subsequent transactions with specific merchants.46

Interviews with villagers through rural investigations in Hebei, Shandong, Shanxi, and
Jiangnan revealed four points: first, villagers seldom exchanged one commodity for another,
in other words, they rarely used direct barter, but usually exchanged through transactions in
cash; second, villagers avoided selling their products within their village as long as they
could go to a marketplace; third, villagers showed no tendency to borrow money in the
same village; fourth, villagers did not purchase necessities from the same merchants as
those to whom they sold their products.47 All these four features support the conclusion
that Chinese peasant households heavily depended on one-time cash transactions through
multiple and direct negotiations in anonymous settings. A marketplace accessible in half
a day’s travel provided an indispensable matching opportunity among local peasants.

These decentralized features in the transactions at village level were alsomostly shared in
the transactions at the town level betweenmerchants residing in towns and petit dealers com-
ing from villages. One-time transactions were dominant not only at the level of proximate
exchanges amongvillages but also at the level of less proximate exchanges connecting villages

43 Jining 1942, p. 39.

44 This analysis is based on the account books of short sales credit by the Tongtaihao in 1831, Tongtaihao
Daoguang shinian zhengyue zanfuji zongzhang. Further investigations are required, but the same tendency
appears to be shared by the account books for other years.

45 Tongtaihao Daoguang shinian zhengyue zanfuji zongzhang No. 49120-166 and Tongtaihao Daoguang shiyinian zhen-
gyue fuji zongzhang No. 49120-168.

46 CNKC vol. 4, pp. 228–29.

47 CNKC vol. 4, p. 228.
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and towns. The autonomy of dealers in lower-levelmarkets as opposed to those of upper-level
markets appears more clearly in the means of exchange, that is, money.

native currencies and local merchants
Imagine a market system in an agricultural society stratified between upper-level markets
and lower-level markets. The latter functions to collect agricultural products locally with
strong seasonality, while the former distributes commodities at a relatively consistent
rate inter-regionally. Depending on the size of transactions, the upper-level markets have
a stronger demand for large denomination currencies, while the lower-level markets
require small denomination currencies. A lower-level market might require more currency
at one particular time, especially after the harvest, while an upper-level market might need
to retain currency at all times. Modern China shows a case in which the lower-level mar-
kets spread very widely and densely, to the extent that exchanges inside the local zone were
of greater volume than exchanges outside the zone, as we saw in the previous section. In
this section, through payment systems, we are going to see a highly decentralized market
system, as the activities in the lower-level market were so completely independent from
those in the upper-level market.

Many historical cases show a lack of synchronization between the upper-level markets
and the lower-level markets. We should not simply reduce the inconsistency between the
two markets to underdevelopment of market activity, since the independence had advan-
tages for locals, as we will see in this section. The vertical discrepancy between the upper-
level markets and the lower-level markets has been ignored by those studies which view
the relationship among Chinese rural markets with a concentric model, as already pointed
out in the introduction above.

We can see one case showing the discrepancy between the two levels of markets asso-
ciated with silver and copper coins respectively in mid-nineteenth-century China. From
1830 to 1850 the circulation of silver decreased, likely resulting from China’s international
trade deficit due to increasing opium imports. Table 6 in the Appendix shows the number
of silver ingots, baoyin 寳銀 (50 liang), that entered the Tongtaihao store in nine different
years. After a peak in 1833, when 968 silver ingots entered the shop, the number dropped
to 168 in 1846, less than one-fifth of the 1833 peak. The merchants did not set a fixed
exchange rate between silver and copper coins; the rate changed daily, and even more
than once within the same day. As a result, silver appreciated substantially against copper
coins. According to the account books of the Tongtaihao, one liang of silver was exchanged
for 2,590 wen in the local unit of copper coins ( jingqian 京錢) in 1821, 2,820 wen in 1830,
2,970 wen in 1841, 3,580 wen in 1844, and 4,800 wen in 1848.48 The value of copper coins in
terms of silver reduced by nearly half. At the time, silver was flowing out of China in sig-
nificant quantities, and it is therefore safe to assume that under the contraction of silver
flows, merchants depended to a greater degree on multilateral counter trade through
book transfers to keep their transactions in the same town, as we will see later.

48 All are taken from a rate early in the 10th month of each year. According to jingqian custom, one copper coin
was counted as two wen. Tongtaihao zhangbu No.131001-2, 5; Tongtaihao Daoguang ershiyi nian yin churu, No.
Qitadiqu han 2 c024; Tongtaihao Daoguang ershisi nian yin churu and Tongtaihao Daoguang ershiba nian yin
churu, No. Qitadiqu han 2 c029.
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However, in spite of the serious depreciation of copper money against silver, prices in
terms of copper cash remained surprisingly stable for almost half a century. Figure 1 shows
the price movement of rice in one rural area, Tunxi 屯溪 county, Anhui, in China in the
first half of the nineteenth century. Rice prices in copper coin at the end of the 1840s were
almost the same as those at the beginning of the 1820s. In the district, many clans annually
held a ritual for praying to their ancestors in early spring, at the festival known as
Qingmingjie 清明節. They would record the prices of items they bought for this ritual
in their account books. Importantly, in this case we can trace the movement of prices
year by year without having to adjust for seasonality. Grains including rice and beans
were traded in terms of copper cash, while imports from outside regions were made in
terms of silver. Thus, the appreciation of silver must have hampered the purchase of pro-
ducts through distant trade. In addition, since tax payments were made in terms of silver,
the shortage of silver caused difficulties for taxpayers. However, considering the high pro-
portion of proximate exchanges as compared to distant exchanges for peasant households,
as shown in the statistics from Qingyuan county (Table 5), keeping price movements stable
within proximate exchanges must have been beneficial for ordinary peasants in rural
China.

How seriously did the contraction in silver circulation affect business between local
merchants? Let us take a look at a “cash book” from the Tongtaihao again. Table 7
shows all of the transactions recorded in the cash book on the 1st day of the 10th
month of 1841. The total transactions that day amounted to more than 2 million wen of
copper cash (or 2,000 chuan 串, a unit of coin string), which was equivalent to around
700 liang (19 kg) of silver. Though the grocery store was located in a local town, the
scale of its business was quite large. The cash book included entries for both revenue
(ru 入) and expenditures (chu 出). Importantly, equal amounts of wen copper cash fre-
quently appear as entries in both the revenue and expenditure columns. We mark the dif-
ferent cases in italic and bold style in the table. This suggests that these transactions may
have been made not through the exchange of currency, but through transfers recorded in
the account books of different merchants. For example, the Tongtaihao received a commod-
ity valued at 2,000 wen from the Zengtai 增泰 shop, and, on that same day, paid the same
amount to the Tongxi 同喜 oil producer. Probably, Zengtai likewise recorded 2,000 wen in
the expenditure side of their account books, while Tongxi recorded 2,000 wen in the rev-
enue side of their books. It was not necessary to use currency as long as the amounts of
the two transactions were exactly the same. We call this multilateral counter trade.

The cash book records only three pairs of revenue and expenditure for the 8th day of
the 8th month of the 21st year of Daoguang (1841), as seen in Table 8. These entries
allow us to confirm our interpretation of the account books. The Tongtaihao made three
transactions on that day: it purchased goods whose value was 95,000 wen from the
Longtaihao 隆太號 and sold goods valued at 95,000 wen to the Yishengheng 義盛恆; it pur-
chased goods whose value was 1,400 wen from the Longtaihao and sold two pieces of cloth,
lubaibu 魯白布 (probably white cloth made in Shandong), to the Tangji 堂記, and pur-
chased goods whose value was 159,276 wen from the Longtaihao and paid 159,276 wen
in silver to the Longtaihao. In most cases we cannot identify what commodities were
sold and purchased, but in the case of the sale to the Tangji, the account book in fact
noted two pieces of lubaibu cloth.
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Most of the merchants appearing frequently in the account books presumably carried
out business in the same town as the Tongtaihao. In cases where the grocery shop engaged
in transactions with traders from outside the town, the place name is recorded in front of
the name of the merchant shop, such as the Fashenghao 法盛號 shop in Chengli 成里.
Importantly, in such business with outside merchants, silver was always used to settle
the transactions.

As seen in Table 7, transactions valuing a total of 1,450 chuan (almost two-thirds of the
day’s total transactions, which were worth 2,070 chuan) were carried out through multilat-
eral counter trade. Though copper coin (chuan) was used as the unit of account, only 16
chuan of copper coins – or less than one per cent of the sum of all transactions – changed
hands on that day. Thus, the merchants carried out business in terms of copper coins, but
they did not rely so much on physical coins. Silver ingots circulated more than copper
coins, but transactions in silver occupied at most 30 per cent of the day’s transactions.
Through the 21st year of Daoguang (1841), silver ingots and copper coins were used in
roughly the same proportion of the Tongtaihao’s transactions.

Thus, we can assume that the silver outflow in this period had differing impacts on dis-
tant and proximate exchanges. Shortages of silver must have made the settlement of distant
transactions more difficult, and therefore forced dealers to depend on multilateral counter
trade. At the same time, by substituting multilateral book transfers for the exchange of sil-
ver ingots, merchants in the same town could to some extent continue to carry on business
despite the liquidity shortage.

Interestingly, in the case of the Tongtaihao the merchant kept accounts in terms of cop-
per coin, but the entry of actual copper coins occupied only a small portion of the entire
transactions. However, in cases of one-time transactions with petit dealers, which occupied
the majority of transactions in terms of frequency (not amount), copper coins must have
been paid. Copper coinages whose values were small were easily distributed among peasant
households, but difficult to concentrate in large quantities. In addition, demand for copper
coinages was subject to much stronger seasonality than inter-regional currencies.
Contemporaries thought that peasants held huge amounts of copper coins in rural areas
and that this propensity caused shortages of copper cash.

Excavations of coin hoards have proved that a proportion of copper coins did stay
among end users for a long time. Table 9 shows the contents of a hoard from Aba 阿巴

district, Sichuan province, which appears to have been abandoned in the 1870s.
Qianlong coins issued almost one hundred years earlier constituted one-third of the
hoard. Other hoards across China reveal that, over more than five centuries, copper
coins functioned in the same fashion. The physical presence of coins does not always
mean that they were fully circulating. This proliferation of copper coins means rather
that they were staying with a number of end users and became disarticulated from the
return stream to the marketplaces.

Business in the local marketplaces seems to have been dominated by transactions in
cash.49 Shortages of copper coins caused local dealers to create devices to supplement
the local monetary supply: native notes, typically called qianpiao 錢票. Native notes appear

49 For example, the collection of raw cotton in rural market near Jinan was made in cash. Yamagami 1935, p. 33.
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to have gained in popularity across China until even as late as the end of the nineteenth
century, especially in northern China where, unlike southern China, few silver dollars cir-
culated. As mechanical printing became prevalent in the early twentieth century, increas-
ing numbers of native notes appeared. Some notes displayed the reason for their issuance
as follows: “Copper coins have recently disappeared and silver subsidiaries were in short
supply. Subsequently trade stagnated and traders have suffered losses. Thus, we issue
these small notes to circulate in the market for making the supply of small change
easier.”50

Most native notes had inscriptions stating that they could be converted into metal cur-
rencies. However, observers in the early twentieth century recorded that, when a bearer
actually requested the conversion, the issuer would simply exchange it for another note
issued by different shop.51 In some cases the issuers declared that they would only convert
notes into coins on the day of the five-day market, the market held every five days.52 On
other days, they would only exchange one note for another at the demand of the bearer.53

Whether the issuers observed the rule or not, the notes actually had little convertibility.
However, importantly, these statements suggest a strong relationship between the activities
of the local marketplace and the acceptance of native notes.

The situation in Tongshan 銅山 county in the Lower Yangzi region around 1930 shows
us a more comprehensive picture of the locality of money relating to the demand for small
denomination currencies and the circulation of native notes.54 As far as currencies of one
yuan were concerned, across the county the Yuan Shikai Silver Dollars issued by the cen-
tral government, Mexican dollars, Bank of China notes, Bank of Communication notes and
others circulated in the same way as in other counties. However, a great variety of add-
itional smaller denomination currencies of different kinds also circulated within the
county. In particular, native notes issued by local merchants, whose denominations ranged
from 50, 100, 200, 300, 500, and 1,000 wen, increased the multiplicity of currency circula-
tion. There were two kinds of native notes: one was issued by exchangers and credit-worthy
shops in the county town; the other was issued by shops in rural areas. The former could
circulate across the county, while the latter circulated as widely as across 40–50 square kilo-
metres. The smallest denomination coins, 10-wen copper coins, always suffered from
shortages, thus they appreciated against higher denomination copper coins (20, 50, 100,
and 200 wen) and native notes by around 10 per cent. Meanwhile, the 20-cent silver
coin was undervalued against the 20-cent note by around five per cent. The disparity
reflected the local commercial custom of using 20-cent notes more frequently than

50 Shi Changyou 2002, p. 503.

51 In 1936 residents of Nanzhaoji 南照集 town, Yingshang 潁上 county, Anhui, brought a lawsuit against local
merchants to the Ministry of Finance, saying that when conversions of native notes were required, merchant
A in the town handed to the bearer the native note issued by merchant B, and merchant B did the same with
the note issued by merchant C. They wrote that the native notes circulated across the area within a distance of
10–15 km from the town. Anhui qudi ge difang shanghao sifa zhibi, p. 24.

52 Chen Xiaorong 2012, p. 223.

53 Dai and Chen 2011.

54 Jin 1931, pp. 23–24.
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20-cent coins. The usage of small denomination currencies depended on local custom pre-
vailing within a space of a few hours’ walking distance.

The appearance of currencies changed period by period. However, the distinction
between a currency mediating distant exchanges and another mediating proximate
exchanges never disappeared from modern China.

another configuration between peasants
and merchants: comparison with early
modern japan
The Japanese rural economy of the mid-nineteenth century presents a situation quite
unlike China during the same period. Technologically and geographically Japanese agricul-
ture was not so different from its equivalent in southern China. Cultivation of rice and cot-
ton brought seasonal tensions in the demand and supply of labour in both countries.
Table 10 reveals that peasants in the region of present-day south Osaka used hired labour.
This must have included day labour for rice planting in late spring, spreading water in cot-
ton fields in summer, and harvesting in autumn. However, unlike rural China, as far as
agricultural day labourers were concerned, the pattern of one-time employers occasionally
engaging one-time employees rarely appeared in rural Japan. For example, the diary of one
landowner in Yamashiro (present southern Kyoto) recorded the names of day labourers as
well as the amounts of payments, as the article by Tanimoto in this issue reveals.55 In four
different years the same persons appeared and all seem to have lived nearby. No such docu-
ment is known in China, but it is not entirely impossible that the same person might have
been employed for day labour many times by the same employer within a Chinese village.
However, there was a conspicuous difference between Japan and China: the day labourers
in Yamashiro were paid later, in one extreme case, two months later. Deferred payment for
day labour would have been beyond imagining in contemporary China.

The instance mentioned above suggests that in Japanese villages one villager could not
easily make a one-time transaction with another. A set of institutions worked behind this
feature. A village in Tokugawa Japan was a unit of taxation. Importantly, unlike under
Qing China, the assessment for land taxation was readjusted so frequently that the relation-
ship between tax collectors, domains, and villages was always in tension. It was common
for leading households in a village to cover unpaid tax for destitute households. A village
worked as a single entity, something much more than a collection of peasant households. It
possessed common land for uses such as collecting firewood. It also had its own laws which
applied only among villagers and which even the warrior rulers could not disregard. Under
these circumstances, various forms of labour exchange in proximate locations such as yui
結 (labour exchange for agricultural work) dominated Japanese village life.56 Under such a
cohesive atmosphere, it is no exaggeration to say that day labour for a cash payment settled
on the day between villagers of the same village would have seemed unsocial.

55 Tanimoto 2018.

56 For village life under the Tokugawa regime, see Watanabe 2009.
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Early nineteenth-century rural Japan became less dependent on local markets. It is in
striking contrast with China that rural markets, such as the every five-day markets,
decreased across Japan through the seventeenth and eighteenth centuries.57 This trans-
formation accompanied a structural change in handicraft manufacture, which most typic-
ally appeared in the cotton industry. Until the eighteenth century the majority of cotton
thread seems to have been made and used within the same region in Japan, just as in
China. However, the situation changed towards the turn of the century. A typical case
was merchants in Osaka who purchased raw cotton directly from cotton-growing peasants
in Kawachi and transported it to Awaji or Kii where peasants could not plant cotton and
had idle time in the slack season to do spinning. Manual cotton threads, kaseito 綛糸, were
traded in large quantities by merchants in Osaka to distant regions like Ryukyu and
Akita.58 Manual cotton threads traded in this way were easily substituted by cheaper,
imported machine-made yarns. Thus, the import of cotton yarn grew rapidly after the open-
ing of the ports, and the loss of the manual thread trade resulted in decreasing returns from
raw cotton cultivation in Japan, as Table 11 shows.

Both the Chinese and Japanese handicraft cotton industry depended on such a “division
of labour” between peasant households with little specialization. The development of the
inter-regional trade in manual cotton threads in Japan mentioned above seems on the sur-
face to have been an increasing vertical disintegration of products. But even in this case, the
households earning profits from cotton thread spinning in winter did not need to give up
rice cultivation. Though there is a slight possibility that the shipments along the Japanese
Sea coast, kitamaesen 北前船, might have stimulated inter-regional trade, the transform-
ation in the cotton thread market did not result from any change in transportation or spin-
ning technology, but more simply from a shortage of the cotton threads supplied to cotton
weavers who were receiving increasing orders. The cotton spinning process needed eight
times as long a time as the weaving process.

Wholesale merchants in early nineteenth-century Osaka often made advances to
cotton-spinning households and collected the threads from them to transport to weaving
districts such as western Owari. Their activities could only have been completed in associ-
ation with a credit supply from financiers in Osaka. Put very simply, a financial system
could induce wholesale merchants to advance money to cotton-spinning peasants in
order to collect products at a fixed price; simultaneously the peasants became less depend-
ent on accessible local markets. The popular circulation of drafts in the Japanese local econ-
omy, as the article by Tanimoto in this issue explains, depended on subsequent transaction
chains among wholesale merchants, retail merchants and producers. These particular cir-
cumstances did not develop in the Chinese handicraft cotton industry.

In Japan, merchants purchased products such as raw cotton in cash. However, unlike
commission-oriented merchants in China at the same time, in Japan merchants from
towns sometimes made advances to peasants to secure commodities. Typically, this man-
ifested itself as a putting-out system. Table 12 shows the account book of a cotton mer-
chant, the Yamawaki 山脇 family, showing transactions with a peasant household

57 Kuroda 2013.

58 Nakamura 1991, p. 133. On the Japanese handicraft cotton industry see Nakamura 1968, chapter 5 and
Nakamura 1991, chapters 4, 5 and 6.

212 akinobu kuroda

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/S

14
79

59
14

18
00

00
49

 P
ub

lis
he

d 
on

lin
e 

by
 C

am
br

id
ge

 U
ni

ve
rs

ity
 P

re
ss

https://doi.org/10.1017/S1479591418000049


which wove cotton cloth in Kawachi, present-day south Osaka, then the most commercia-
lized region in Japan. Probably this part of the account book did not cover the entire busi-
ness between the merchant and the weaving peasant, but we can find a clear tendency.
Repeating the advance of 10 kin of raw cotton and the purchase of 1 hiki of cotton cloth
from the 3rd month to the 8th month, the value both of raw cotton and of cotton cloth
was kept almost at the same level. The merchant is likely to have continued being the pri-
mary customer of cloth which the peasant wove.

It is probable that the peasants also cultivated raw cotton on their land, but their weav-
ing capacity exceeded the amount of their own crop, thus the merchants provided raw cot-
ton collected from other districts. The merchants might have made advances to the
peasants from whom raw cotton was purchased after the harvest. As Table 10 shows,
cotton-growing farmers needed more cash for fertiliser than rice farmers. For merchants
to advance fertiliser, mostly from sardines, to peasants before cultivation and receive
raw cotton after the harvest from the peasants was a typical pattern. To complete the trans-
actions little cash was used between merchants and peasants. A comparison between the
account books of the Yamawaki family in 1850 and 1858 suggests that the proportion of
putting out and advances increased while that of purchasing cloth in cash from petit tra-
ders or peasants decreased.59 The prospect of subsequent contracts between sellers and
buyers lessened the necessity of cash and enabled drafts to circulate, as is shown in the art-
icle in this issue by Tanimoto.

Here we see a substantial difference between China and Japan, both of which developed
rural commercialization dependent on a handicraft cotton industry. It is quite similar in
both countries that merchants brought materials to rural regions and peasants manually
produced goods in agricultural slack seasons. However, as the case of Gaoyang 高陽 (a dis-
trict representative of the handicraft cotton industry in China) vividly shows, besides dir-
ectly selling cloth to merchants, peasant weavers always sold their products in local
marketplaces as well. Materials were also mainly purchased by peasants through local mar-
ketplaces where merchants brought them.60 Thus, the businesses were far more negotiable
in Chinese villages than in Japanese ones.

Table 13 shows the purchases of cotton thread by the Tongtaihao from the Hongtaihao.
Within one period of less than ten days, they traded three times. The quantities and prices
varied. We should not make a casual comparison depending on such a limited case, but the
variation over a short time in the case of the Tongtaihao was quite in contrast with the case
of the Yamawaki family, where the quantities and prices did not vary. At least we can find a
significant difference between one-time transactions and subsequent transactions in the
same industry.

Table 11 shows a contrast: after opening their ports, China soon increased the import of
cotton cloth while Japan increased the import of cotton yarn. Unlike China, machine-made
yarns substituted for manually-spun threads soon after the Japanese opened their ports. In
this way, machine-made yarns deprived Japanese peasant households of their longest and

59 Nakamura 1991, pp. 160–1.

60 Wu Zhi 1936, pp. 244–45. Cotton cloth made in Gaoyang extended its market across North China in the early
twentieth century. See Grove 2006, pp. 99–120. The expansion of inter-regional trade did not accompany a
monopoly of collecting cloth from local petty producers by brokers.
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most valuable side business. As Table 10 shows, raw cotton cultivation had already become
less profitable than rice cultivation in 1880s Japan. Raw cotton cultivation that had thrived
for three centuries was soon to disappear entirely from the Japanese archipelago.

By contrast, Chinese cotton cultivation continued while the Chinese cotton mill indus-
try developed. Chinese as well as Japanese investigators in the Lower Yangzi delta observed
in the 1930s that raw cotton growers still manually spun thread in spite of the fact that a
cotton mill stood nearby.61 Some written materials and investigations suggest that local
women would have been expected to spin cotton thread to sell in the local market, but
only a very small amount of cotton thread was sold beyond a county. In short, cotton spin-
ning, the most time-consuming and the most profit-making side-business for peasant
households, had in China not been exposed to competition from machine-made thread
traded along distant trade circuits. The survival of manual spinning in rural China reflects
the autonomy of local marketplaces and the discrepancy between proximate exchange and
distant trade.

Less autonomous features of proximate exchange in Japan appeared in the usage of
money as well. Private notes, called shisatsu 私札, circulating locally appeared only at
the very beginning of the seventeenth century and again in the middle of the nineteenth
century in Japan. In other words, only in the transitional periods at the start of the
Tokugawa regime and in the Meiji reformation did endogenous local paper monies circu-
late in a similar way to native notes in China, while domain paper monies, hansatsu 藩札,
dominated within each feudal territory across Japan. Most domain paper monies were
issued in cooperation with the merchants who dealt in special products by the domain
in trade centres such as Osaka. Thus, domain paper monies circulated regionally, but inter-
regional trades backed them up. The sharp contrast between the popular circulation of
native notes in China and the dominance of domain notes in Japan reflects the profound
difference in local trade and proximate exchange among peasants between the two
countries.

conclusion: indirect and direct institutions
As far as the allocation of labour within a single peasant household is concerned, China
and Japan shared some features. The extent to which women were involved in agricultural
field work differed not only between China and Japan but also among regions within
China,62 but domestic manufacture commonly depended on women’s labour in both coun-
tries. It was common for a variety of non-agricultural work to absorb idle labour in slack
seasons.63

However, unlike the division of labour within the household, the division of labour
between peasant households was quite different in China and Japan. In the agricultural
busy season when labour was in shortage, one-time transactions in supplying labour

61 Mantetsu Shanghai 1940a, pp. 66, 138.

62 In the Lower Yangzi region women often worked in the fields. Mantetsu Shanghai 1940a, p. 100.

63 The Russian peasant economy also showed strong seasonality in working days with agriculture and the
importance of earning away from the farm in slack seasons, but it shows less dependence on female work
in domestic manufacturing. Chayanov 1986, pp. 107–8, 180.
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were dominant in China, while continuing transactions were most common in Japan even
when the labour supply was secured through wage payments.

The relationship between peasants and merchants was also different. In selling major
crops, one-time transactions were dominant in China, while continuing transactions
became common in Japan. Generally speaking, Chinese peasants kept a high degree of free-
dom in deciding the disposal of their products. In manufacturing and selling by-products
during the slack season, the difference between China and Japan manifested itself in the
same way, but less clearly than in the cases of labour and major crops.

In China the boundary between peasants and merchants was not a distinct one. Many
peasants engaged in small-size transactions as merchants in the slack season. No monopoly
of trade by professional merchants prevented peasants from becoming a price taker in
negotiation with merchants. Meanwhile, in Japan, vocational merchants dwelling in the
towns largely dominated trade under the Tokugawa regime.

Why did the difference between a society orientated towards one-time transactions and
another towards continuing subsequent transactions develop? The former represents the
desire for freedom and the latter the desire for certainty. Each society in a certain period
associated the two ambivalent basic desires according to the situation. In particular, the
binary option between one-time and subsequent transactions determined the way local
trade operated. For example, proximate exchanges created the conditions for multilateral
direct negotiation among locals such as occurred in the rural market. This attribute differs
from that of distant trade in which bilateral negotiations through a broker were dominant.
That is why a local marketplace worked independently from distant trade.

The popular concept of Smithian growth does not consider the variety of exchanges
which exist, such as the difference between one-time transactions and subsequent transac-
tions, and also overlooks the importance of exchanges among peasants whose products are
similar. The Smithian concept suggests that as “the extent of a market” increases, a division
of labour spreads horizontally beyond villages, municipalities and nations.64 The concept
presumes a framework in which exchanges occur according to differences of vocation and/
or product, and ignores the exchanges between households whose products are akin. But in
fact it was commonly observed that a peasant who mainly produced a particular gain
might still purchase that same grain from another peasant.65 Ignoring cases of exchanges
between one party with a surplus of an item and another with a shortage of the item, the
Smithian concept caused scholars to neglect actual exchanges between neighbouring

64 This article has no particular aim to argue for or against the thought of Adam Smith in itself, but does seek to
rebut what the Smithian Growth concept presumes. The Smithian Growth concept puts emphasis on the
proposition that specialization enhances the economy of size. Specialization means division of labour.
Division of labour is limited by “the extent of the market”. The degree of disintegration in production is
reflected in the extent of the market. The extent of the market increases according to the reduction of trans-
portation costs (Stigler 1951; Kelly 1997). Sticking to a concept of specialization according to comparative
advantage, this idea takes no account of the possibility that a human might organize his or her labour for
different types of work, for example cultivating rice in spring and summer while spinning cotton in winter.
In other words, the Smithian Growth concept presumes full-year employment or unemployment.

65 The case of Huangling village often described in this article provides an example of this. The main grain cul-
tivated by villagers was millet. Among seventy-one peasant households who produced millet fifteen peasant
households also purchased millet. Kahoku 1944, Appendix pp. 12–15, 18–21.
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peasants and underestimate the scale of economic activity in rural regions. Peasants with
no other item to give could offer their labour to another peasant in exchange for grain.

In particularly, the Smithian framework cannot explain why some societies dominated
by small-size peasant households responded differently to increasing foreign trade after the
nineteenth century, such as the contrast between China and Japan shown in the previous
section.66 A perceived dichotomy between a market economy and a self-sufficient econ-
omy, including Smithian Growth, has blinded scholars to vertical multiplicity in market
activities. The non-proportional development between proximate and distant exchanges
shown in this article has simply not occurred to them.

The difference in exchanges worked in association with a variety of rules that traders
observed, implicitly or explicitly. Subsequent transactions were stabilized through codes
directly encouraging the favourable consequences of exchanges. Typically the codes con-
tained punishments for violators. Meanwhile, one-time transactions were maintained
not through any codes directly enhancing anonymous exchanges but through more gen-
eral institutions which indirectly discouraged an oligarchy from monopolizing exchanges.
Under the Chinese imperial regime, a range of regulations such as the equal division of
inherited properties, open bidding in adopting local measures, the ban on appointing locals
as governor, and others, incidentally also indirectly guaranteed an open market system in
which nobody could establish a monopoly over transactions in the marketplace. Each indi-
vidual regulation was not specially directed towards commercial activities, but the whole
range of indirect regulation created a foundation in society which served to maintain open
access to markets.

Table 14 shows that the rural market system was so deeply embedded in Chinese soci-
ety that the cycle of opening days in every ten-day period had no change through the
Kangxi period (1662–1722), the Republican period, and even in 1986 soon after the revival
of the “free markets”, ziyoushichang 自由市场, in rural areas. The introduction of railroad
services in the early twentieth century and the prohibition on commercial activities during
the Cultural Revolution did not eradicate the system through which ordinary peasants
made local exchanges. We can find that the preference for one-time transactions among
peasants remained so strong precisely to sustain opportunities to exchange anonymously
in person. The Qing dynasty, the Nationalist government, and the reformist regime after
Mao had no specific policies to promote rural markets. However, even without explicit sup-
port, the establishment of wider institutions indirectly worked to encourage peasants to
exchange through marketplaces.

The differences between China and Japan shown in the previous section did not result
from relative progress or backwardness. Superficially, in both countries it appears that the
development of the market caused wholesale merchants to dominate and discouraged peri-
odic rural markets. However, it is pure teleology to explain such differences according to a
general narrative of evolution or devolution. Such an argument overlooks the fact that the
degree of freedom of choice for the majority of ordinary people had diminished substan-
tially as economic transformations took place. The difference between the two countries,

66 In comparing Java with Japan, Geertz noticed that a society full of small-size peasant households did not
always suffer from involution or decreasing return due to population pressure. Geertz 1963, pp. 130–43.
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where the economy depended on peasant households of small size in both, suggests that
trades involving ordinary peasants progressed along different paths.
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Ryūbun Shokyoku 龍文書局, 1944.

Mantetsu 1942
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道上海事務所 1940.
Mantetsu Shanghai 1940b

Mantetsu Shanghai Jimusho Chōsashitsu 滿鐵上海事務所調査室 ed. Shanghai tokubetsushi Kateiku nōson jittai
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appendix

Table 1. Monthly sales of peasant products, Huangling village, Taiyuan, Shanxi, 1940

Month Grains (millet) Vegetables Total Sold in Taiyuan village Sold in town Sold in yard

Jan 0 20 20 0 20 0
Feb 0 0 0 0 0 0
Mar 24 7.5 31.5 16.5 0 15
Apr 57 0 57 42 0 15
May 0 0 0 0 0 0
Jun 17 100.8 117.8 3.75 70.75 43.3
Jul 115 103.3 218.3 126.25 48.75 43.3
Aug 214.5 99.67 314.17 192 122.17 0
Sep 90.7 369.97 460.67 137.2 275.17 48.3
Oct 377.52 401 778.52 409.02 269.5 100
Nov 15 70 85 15 70 0
Dec 297.4 149.67 447.07 284.9 132.17 30

Total 1208.12 1321.91 2530.03 1226.62 1008.51 294.9

Source: Kahoku 1944, appendix 16–17.

Table 2. Breakdown of peasant products in three villages, Northern China, 1939–1940

% Michang Ma Wuguan

Sold 47.4 43.5 53.8
consumed 26.3 34.1 28.5
Reserved 25.8 22.4 17.7

Sources: Michang, Mantetsu Hokushi 1939, pp. 26, 38; Ma, Mantetsu Hokushi 1940, pp. 20, 26; Wuguan, Mantesu
Hokushi 1942, pp. 16, 23.

strategic peasant and autonomous local market 221

ht
tp

s:
//

do
i.o

rg
/1

0.
10

17
/S

14
79

59
14

18
00

00
49

 P
ub

lis
he

d 
on

lin
e 

by
 C

am
br

id
ge

 U
ni

ve
rs

ity
 P

re
ss

https://doi.org/10.1017/S1479591418000049


Table 3. Commodities by distance in 11 marketplaces, Zouping, Shandong, 1932

(yuan) Sunjiazhen Wangwuzhuang Huilizhuang Huagou Tianjiaguanzhuang Yaozhuang Tianlingxiaoji Xiaodian Hanjianzhuang Duanjiazhuang Yanjiaji Total

<25km 15690 3710 2485 4870 455 720 465 4135 5885 6090 1389 44505
25–50km 720 120 210 170 70 30 300 180 280 20 2080
50–150km 6690 280 375 500 70 0 40 1420 730 380 50 10485
150km< 6850 460 830 2480 225 410 275 3195 2210 1960 620 18895
Total 29950 4570 3900 8020 750 1200 810 9050 9005 8710 2079 75965
surplus 1430 2850 1070 1720 160 240 120 −780 2765 3470 699 13045

Source: Yang 1934.
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Table 4. Average number of rural markets per county in Northern Chinese Provinces

Shandong Hebei Shanxi

−1735 15 10 6
−1795 20 12 7
−1861 23 13
−1911 29 14 8
−1949 42 21 8

Source: Qiao 1998, p. 351.

Table 5. Annual sales and purchases per households in Qingyuan county, Hebei, China 1930 (yuan)

Sales Purchases
Within district Outside district Within district Outside district

Grains 11.22 52.9 11.22 0
Agricultural byproducts 43.28 4.8 43.28 0
Others 28.22 0 28.22 35.55
Total 87.72 57.7 87.72 35.55

Source: Cui 1990, p. 57.

Table 6. Annual quantities of silver ingots, baoyin, entered in the Tongtaihao account books

Year Quantity

1821 255
1823 233
1828 509
1830 361
1831 528
1833 968
1841 504
1846 168
1848 176

Sources: Tongtaihaozhangbu No. 131001-1, 2, 4, 5 and Daoguang shiyinian lixi zhang Tongtaihao No. 49120-142, 148,
153; Tongtaihao, Daoguang ershiyi nian yin churu, No. Qitadiqu han 2 c 024; Tongtaihao, Daoguang ershiba nian yin
churu, No. Qitadiqu han 2 c 029.
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Table 7. Revenue and expenditure in wen on 1st day, 10th month, Daoguang 21st year (1841) in the grocery store
Tongtaihao, Ningjin county, Hebei, China.

Revenue Expenditure

copper coins 1000 to Yinzhongli 70000
from Zengtaidian 2000 to Longtaihao 1000
from Simeidan 1480 to Tongxiyoufan 2000
copper coins 450 to Tangji 2000
from Yandian 4000 to LiuBingchun 1480
from Hufang 128000 to Liu xiang 450
from Longtaihao 5500 to Tangji 4000
copper coin 14400 to Yuanshuzhai 128000
from Longxianghao 146262 to Yuanqingao 5500
from Bitongxing 149788 silver 593610
from Tianxianghao 297560 to Huangxueguang 303060 two months
Silver 605620 to Tianxianghao 302560 two months
from Tianxianghao 150000 settled to Yongshunhao 150000 to Tianxiang
from Shuangchengdian 40000 to Jiangtongsheng 40000
from wangfasheng 8000 to Sunmouyou 8000

28000 to Tianxiang to Tianxianghao 150000 settled
from Jushenghao 50000 to Tianxiang to Tongdian youfang 9000
from Huanghesheng 72000 to Tianxiang to Longxianghao 40000
from Huanghesheng 9000 Travel costs 80
from Jushenghao 40000 to Tianxianghao 317872
from Tianxianghao 317872 Pay interest to Liumoumu 1000 coins

Total Total
2070932 2129612

Source: Daoguang ershiyinian bayue churu liushui zhang No. 131001-10.

Table 8. Transactions on 8th day 8th month, Daoguang 21st year (1841), Tongtaihao

Revenue Expenditure

From wen to wen
Longtaihao 95000 lubaibu (Shandong white cloth) 2 pieces Yishengheng 95000
Changtaiha 1400 Tangji 1400
Longtaihao 159276 silver 159000

Source: Daoguang ershiyinian liuyue churu liushui zhang No. 131001-9.
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Table 9. Distribution of era names on copper coins from the Aba Hoard, Sichuan, 1870s.

All Periods

Tang 618–907 7
Song 960–1279 30
Ming 1368–1644 11
Qing 1644–1911 16512
Foreign 13

Qing Period

Shunzhi 1644–1661 5
Kangxi 1662–1722 176
Qianlong 1736–1795 5400
Jiaqing 1796–1820 2776
Daoguang 1821–1850 4787
Xianfeng 1851–1861 1945
Tongzhi 1862–1874 1402

Source: Li and Chen 2015, pp. 33–39.

Table 10. Profits with rice and cotton cultivation per 1 tan mid-1880s southern Osaka, Japan

(Yen) Rice Izumi Cotton Izumi
Kawachi Kawachi

Sale 16.8 16.835 21.673 21.28
Expenditures
fertilizer 1.9 2 6.2 8.55
hired labour 3.735 1.96 4.88 7.825
Tax 2.07 2.8 1.81 1.895
Surplus 8.595 9.095 7.823 2.26

Source: Shibahara 1981, p. 170.

Table 11. Imports of cotton cloth and yarns after opening ports, China and Japan

Cotton cloth (100000 yards) Cotton yarn (100000 kin)

China Japan China Japan

1850 732 23
1860 2230 93 66 3
1870 4173 395 156 89
1880 5424 826 151 286
1890 6224 654 1082 319
1900 6386 1423 1488 91
1910 6805 1005 2283 6
1920 8021 204 1325 18

Source: Nakamura 1968, p. 224.
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Table 12. Advances and purchases between the Yamawaki family and a peasant weaver in 1850

Date Advances
raw cotton (kin)

value
(monme)

Cash
(monme)

Purchases
cotton cloth (hiki)

value
(monme)

Cash
(monme)

3.2-3 10 24
3.13 1 16
3.16 10 24
3.28 1 16.5
4.12 1 16.5
4.12 0.5
4.12 2
4.13 10 23
5.14 1 16.5
5.14 10 23
6.9 1 16.75
6.9 10 23
6.28 1 16.75
6.28 4
6.29 10 23
7.24 1 16.6
8.8 1 16.8
8.8 2.76

Total 140 8.76 132.4 0.5

Source: Nakamura 1991, pp. 152–53.

Table 13. Purchases of cotton thread by the Tongtaihao from the Hongtaihao, 1841

Quantity (kuai) Payment (wen) wen/kuai

27th day 2nd month 20 32500 1625
2nd day 3rd month 32.5 53800 1655
3rd day 3rd month 11 17500 1591

Source: Daoguang sannian eryue xia, jiaoyi zongzhang, Hongtaihao No. 49120-41.

Table 14. Cycle of dates holding rural markets in Qingyuan

Cangcun Yuanqiao Dazhuang Nandaran Weicun

Kangxi period 3, 8 4. 9 5, 10 1, 6 3, 8
Republican period 3, 8 4. 9 5, 10 1, 6 3, 8
1986 3, 8 4. 9 5, 10 1, 6 3, 8

Yangcheng Ranzhuang Wangpan Ligezhuang Zhangdeng

Kangxi period 1, 6 2 7 2 7 1, 6 1, 6
Republican period 1, 6 2 7 2 7 1, 6 1, 6
1986 1, 6 2 7 2 7 1, 6 1, 6

Source: Cui Xiaoli, 1990, 61.
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Figure 1. Annual movement of rice price at rural area, Tunxi county, Anhui, China (wen per 5 sheng)

Source: Jinshan sihui shouzhi bu.

Figure 2. Frequency of daily transactions, Tongtaihao, 5th and 6th months, Daoguang 10th year (1830)

Source: Daoguang shinian siyue churu liushui zhang and Daoguang shinian liuyue churu qian liushui zhang.
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