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Collateral: Fertile mountain land

Scribe: ZU Shaotang
Brokers/middlemen: ZU Songyou; ZU Yujiu
Date: 4th month of the 3rd year of Daoguang (=11.5.1823)  

Interest: 2% per month
Amount: 7,000 copper cash (≈ 4.3 oz 

of silver)Relation: Nephew of 4th collateral
Name of lender: here NA

Name of borrower: ZU Weisan

Reason for the loan: to “cover expenses”
Duration: to be returned in two instalments, after 6 and 12 months respectively

Kinship ties mattered 
more as a source of 
social capital than of 
physical capital.

What we know – and what we don’t
• Kinship ties were at the heart of economic 

and social organization in preindustrial 
China, and often still are (Fukuyama 1996 or 
recently Greif and Tabellini 2012).

• But we have a weak sense of which concrete 
ties mattered, how they mattered, and the 
historical development of kin-based patterns 
of exchange.

• This paper uses historical credit data to 
probe into these questions.

Why credit?

• Credit is an interesting case because it 
was demonstrably informal.

• Interest rates existed but invariably 
followed a bimodal distribution with 
peaks around 20% and 24% p.a. – they 
hardly captured risk.

• People instead relied on informal 
mechanisms (e.g. social status) to manage 
the risk of lending (Faure 2006).

Loans among kin
• Lending to kin was pervasive, although 

rarely dominant, and steadily declined in 
importance throughout the 19th and 20th

centuries.
• More closely-knit clans making 

proportionally more loans to fellow 
members generated social capital that 
translated into larger loans.

My sources are 3,460 loan contracts from the 
historical Chinese prefecture of Huizhou.

Rural households held on to 
these contracts for centuries in 
wooden boxes like this.

Read: the cell (+I|+2nd C.) gives the 
number of loans made to the ego by their 
paternal cousins of 2nd degree (41)
• Perhaps unsurprisingly, male and 

patrilineal relatives mattered more as 
potential lenders than female and 
matrilineal ones.

• Perhaps surprisingly, more distant kin 
were at least as prominent lenders as 
closer kin.

Loans beyond kin
• And yet, other mechanisms existed to 

extend lending beyond kin.
• The most common procedure was to act 

with the support of influential 
guarantors or witnesses, generally the 
borrower’s relatives.

Conclusion: Kinship ties 
mattered, but…
• Fellow kin thus were important both 

(1) as providers of credit and (2) to 
mobilise social capital, as by providing 
reputable witnesses/guarantors.

• I disentangle these two effects with a 
fixed effects model, which regresses the 
value of loan i (deflated using an index 
of rice prices based on ) on the number 
of witnesses, a dummy variable (IsKin
= 1 for a loan among kin and 0 else) 
and a vector of time fixed effects:

𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝐿𝑖𝑖𝑖𝑖 = 𝛽𝛽1𝑊𝑊𝑊𝑊𝑊𝑊𝐿𝐿𝐿𝐿𝑊𝑊𝑊𝑊𝑊𝑊𝐿𝐿𝑊𝑊𝑊𝑊𝐿𝐿𝑊𝑊𝑖𝑖𝑖𝑖 + 
𝛽𝛽2𝐼𝐼𝑊𝑊𝐼𝐼𝑊𝑊𝐿𝐿𝑖𝑖𝑖𝑖 +
𝑇𝑇𝑊𝑊𝑊𝑊𝐿𝐿𝑇𝑇𝑊𝑊𝑇𝑇𝐿𝐿𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝐿𝐿𝑇𝑇𝑊𝑊𝑊𝑊 + 𝐿𝐿𝑖𝑖𝑖𝑖

𝑅𝑅2 = 0.15 𝛽𝛽1 = 1.18∗∗∗ 𝛽𝛽2 = −0.1

• The number of witnesses had a highly 
significant impact on the size of a loan, 
while loans among kin were not 
significantly larger than other loans.

• I conclude that kinship ties mattered 
more as a source of social capital than of 
physical capital.
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