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Economic Origin of Hidden Rules and Dynasty Cycle
in China from an Angle of Transaction Cost

ZHANG De-rong', YANG Hui’

(1.School of Economics, Xiamen University, Xiamen 361005, China ;

2.Institute of Economics »Shandong Economic University, Jinan 250014, China)

Abstract: In the perspective of transaction cost, this paper analyzes the
power and obstacles of institutional change.It emphasizes the endogeneity of
institutions and puts forward the hypothesis of resource constraint on insti-
tutional change to explain the popular phenomenon of hidden rules in tradi-
tional Chinese society and dynasty cycle.Opening-up provides a possibility of
breaking the vicious cycle and the mandatory industrialization strategy im-
plemented during the planned economic period has a far-reaching influence
on institutional change in China.
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