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Government and Market in the Evolution of the Salt Monopoly System
in Ancient China:Based on Research of the Causal Mechanism

FENG Lei

(School of Economics, Dongbei University of Finance and Economics, Dalian 116025, China)

Summary: It can be seen from the evolution of salt monopoly system in ancient China that the development of salt
monopoly system has gone through several institutional modes, including government-run mode government—business
cooperation, monopoly of specialized business, and business sales with government supervision.

The changes of salt system in the past dynasties were all influenced by the social and economic development level ,
political situation, national strength and financial situation at that time, and occurred during the constant game and bal-
ance among the interests of the government, salt merchants and consumers. Throughout the development of the salt mo-
nopoly system, the production and distribution of salt commodities in ancient China had basically been carried out under
the control of the government, and there was also a brief laissez—faire and market—led stage in the process.

Overall, the ideological theory of salt commodity circulation in ancient China experienced a process of gradually
showing the free market consciousness through the twists and turns of government monopoly and commercial liberalization.
And finally, it was under the mode of government-business cooperation that the salt commodity circulation was
implemented. From the perspective of evolution, the monopoly system is not only the embodiment of the state—owned
concept of commodity property rights in institutional practice, but also the process of constant game and balance between
the government and the market.

This paper attempts to analyze factors influencing the long—term implementation and dynamic development of salt
monopoly system from the perspective of historical system and theories like modern new institutional economics. From the
perspective of historical system, this paper makes an in—depth study on the relationship between the government and the
market embodied in the monopoly system. It puts forward the view that the salt monopoly system in ancient China is a kind
of intra system market. It is believed that in both ancient China and modern China, the system is often not a choice
between the government and the salt merchants in practice; and instead, there are different combinations at the same
time, constituting the real economic structure. The establishment of any economic system or mode is inseparable from the
influence of history, politics, ideology, culture and environment. The ideological background of economic system and
industrial system should follow the market law, and give full play to the decisive position of the market in resource
allocation. Meanwhile, it is necessary to adopt the institutional mode of moderate government intervention to stimulate the
market vitality within the system with Chinese characteristics, making the mixed economy with more social responsibilities
play its role.

Compared with previous studies, this paper has some innovations in the following aspects. Firstly, it uses the
causal mechanism to analyze the comprehensive influencing factors such as the driving force, process and choices of
institutional change from the perspective of institutional economics, historical institution. Moreover, it explores the
relationship between government and market embodied in different institutional modes, and explains the reality of the
dynamic adjustment and reciprocal implementation of the system by the reality mapping of North Paradox. Secondly, this
paper studies the relationship between the government and the market from the perspective of historical institution, which
reflects the continuity of historical cases in the institutional relationship.

Key words: salt monopoly; institutional change; salt merchants; financial revenue; government and market
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