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Chaprer 1
Introduction

I the last 25 years, China has witnessed a period of rapid economic development.
Nor only has trade grown, foreign direct investment increased, and the number
of Gcrories multiplied but the institutional framework for business has also begun
to alter. From the 1980s on, the government introduced new laws on ‘companics’
or ‘corporations, allowing gradually the confirmation of private vwnership and
a corporate form of business organization.' With the introduction of the stock
exchange in the 19905, China’s business environment scemed 1o have turned
the clock back o pre-1937 days, with most similar instivurions standing side by
side with Chinese businessmen.

History has often been employed 1o draw analogies, or even lessons, from
the past for solutions to problems of the presenr. However, history is also full of
wrony. In the mid-1950s, when enterprises were leaving private ownership for
nationalization, Chinese businessmen of thar generation seem 1o have become a
bygone era, and reporredly expressed their joy and happiness. One of these
businessmen is the main characrer of this hook; Liv Hongsheng, known as O, 8.
Licu' in the pre- 1949 period. On 4 October 1956, a mainland Chinese newspaper
published an interview passage which summarized the life story of a dying
businessman, Liv Hongsheng, who expressed his goodwill and pride at witnessing
his enrerprises going through the process of nationalizavion.' In chis interview,
Liu sketched his reasons for supporring the Chinese Communist Party, These
wncluded oppression from hureaucratic capiralism of Chinese Nationalist Party's
leaders, the penetration of cconomic imperialism from Western countrics, as
well as the policies of the Chinese Communist Party in encouraging and
promuting Chinese industry and business. For his support of the CCP he was
referred 1o as a ‘national capialist” (minew zibengia) in the passage and remains
so named in subsequent mainland Chinese publications.”
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Paradoxically, the passage also reveals 4 self-proclamanion of 3 Chinese
businessman’s success story in the early twentieth century. “By the age of forty
some, a5 Liu himself proclaimed, "[1] had already become a nationwide fimous
entrepreneur who possessed quite 3 number of [industrial] enterprises.” In facy,
not only was he the major sharehalder of China's largest native-owned macch-
manufacturing enterprise (and for that he was called 'China’s king of matches')
but also of a huge wharf operation and copl disiriburion nerwork in the Lawer
Yangzi region before the puthreak of the Second Sino-Japanese War in July 1937.
His major investment also spread to coal mining, coal briquerte making, banking,
woollen-textiles, and Shanghai's only coment factory. His name appeared on
either the rop management or board of directors in most of these enterprises.
These achievements credited him as ane of the "industrinlists’ (gongyefia o
shiyejia), a group of people impartanc to ‘the order of the day’ in China of the
early 19505,

The story of Lin Hongsheng's suceess in business. similar ro other Chinese
businessmen, has arracred scholarly and non-scholarly arcention, One of his
sans wrote abour his beloved farher, porrraying him as an ‘industrialist.” Two
biographers wrote about him, and a group of scholars catalogued his archives
and selecred some of the documenss for publication.” Seme others have used
him and some of his enrerprises as cases for understanding business stategies'
and ‘managerial thought'" in the late nineteenth and early rwentieth century
Chinese business, Recently, Sherman Cochran has even used one of Lin's enerprises
to examine the adapration of corporate hierarchies in modern China,'”

This hook is interested in the expansion of Liv's business empire. However, it
does not concern itself about his whaole life story up 1o his death, as his sons,
biographers, or the compilers and scholars who had caalogued his archives did.
Despite the face thart these people might have insider’s stories, unfolded sources or
documents, or supplementary notes, they basically tollowed the themes, reasoning,
and interpreations having been pur forward by the interview of Lin Hongsheng
in the 1956 newspaper passage just mentoned — a ‘national capiralist” after all.
Nor does this book concern iself with the expansion of wlf of his enterprises, Some
of them (such as his native banks) did not always expand. Some might be very
short-lived (such as some of the investment fund projects). Some of them simply
did not leave much record in the archives for reasons unexplained (such as che
woollen rextile enterprise). Instend, this srudy pays special arention to the expansion
of his major husiness enterprises (coal distribution and wharf operations, cement
muaking, banking and finance, and march-manufacturing) for a pamicolar isue,
which business expansion serves as an imporrant condition for observation: the
development of Chinese business institutions.
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Why does insurunonal development maner? The multfarious outook of
Liu's businesses, similar to these of other prominent Chinese businessmen of his
generation or earlier, certainly rises scholarly artention by asking some basic
questions, How could he manage to uphold these different lines of business
rogether? In fact, the various businesses of Liu, in a sense, resembled an empire
in medieval Europe.” Each domain existed as a separate entity under one
sovereign, Yet, unlike the medieval rulers in Europe whao ruled different domains
by oath, allegiance, and force, how did Liu manage to run his own business
empire? What arrangements or rules were employed o achieve the expanding
scale and seope of his business ventures, running @ business empire outside the
realm of one entity? O, in 2 more sophisticated Fashion, what kind of institution
did Liu adopr in operating different enserprises? Given that most of kis enterprises
had taken the company form of organization with limited liability, how did he
manage to run them institutionally? These questions are mised nor only because
of their implications for current business operations but also for their significance
in undersanding Chinese business development.

Modern China's business development has been studied in the light of
exploring distincrive featires thar can be characterized as Chinese, as distinct
from other countrics such as European, American, or Japanese. For this, different
observations have been suggested. One group of scholars, such as Gordon Redding
and others, has attributed the success and failure of Chinese business to a uniquely
Chinese ideology; loosely and misleadingly described as ‘Confucianism’, This
view, elaborared, sees the Chinese people as inheritors of a tadition thar
emphasizes co-operation within the group. relies on compromise and persuasion
rather than the legal process in the seetlement of disputes, and teaches the
cultivation of intetior goodness as a means whereby the individual fies into society.
The sociery thar emerges from this rradirion is said 1o be one which is strongly
hierarchical, encourages passivity in individual acrion, and venerates the past
rather than anticipating the furure. In other words, this view scresses culriral
antributes as an explananon for Chinese behaviour. '

Some scholass of this cubtural explanarion take a step forward to poine out
the imporrance of neeworks and nerworking in Chinese business development,
as in contrast to the hicrarchical form of organization developed among Western
and Japanese firms. Accordingly, business expansion followed the building of
networks of the businessman over his parmers, his commercial allies, and even
over his staff, sales agents, and workers. Understanding the businessman's family
and lincage relaions, marriage, origin of native place, colleagues and friends, and
interlocking directorship among firms, and so on, have been regarded as imperarive
n understanding the subject of Chinese business and business history.
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These awemprs somehow seem o be running opposite to the line of chinking
in what Alfred D, Chandler, |r, has demonstraced in the American business
experience. Chandler argues thae American entrepreneurs and organizations niade
a series of investments in rechnology, marketing-distriburning nerworks, and
management, all of which led 1o modern business enterprises with an inregrated
managerial hierarchy of professional salaried managers. In other words, the carly
stages of industrial developmenr witnessed the family firm under a single head
which might still be capable of financing and managing the industrial
establishment. Yet, as the market expanded, comperition intensifies and
technology advinces, the growth in scale and scope necessitates large amounts
of capital and managerial merhods capable of prganizing a large number of
different units under a central command, ™

Chandler's eritics have raised questions thar his chesis overlooks or ignores,
including the political dimension, the legal framework., educational setring,
eultural oriensation, gender division, and despising of Fumily business and non-
vertically integrated, non-hierarchical form of business organizarion.'” Some other
critics further argue thar Chandlers thesis does nor concern rself with inrer-
firm relationships and co-prdinarion (social and organgzarional), and the possible
contributions of those relanionships co his theoretical construee.’™ Some athers
even resist Chandler's paradigm by looking ar the social implications of the iner-
firm relationships, or, rurning to the social network analysis as outlined above."
For these scholars, a socio-culiural dimension must be added 1o the study of the
economic entity of the ‘modern business enterprise’ as Chandler porerayed.

Insightful these perspectives may be in our understanding of the subject,
the ready explanations have sometimes overshadowed our further exploratons
into the inernial logic of the workings of Chinese business in the modern period.
These perspectives also suffer from their own theoretical shorteomings. The
perspective of nerworking is a case in point According o this perspecrive, the
rise and decline of Chinese business empires depend upon the making,
maineenance, and manoeuyring of nevworks, Yer, all the nevwork categories which
have been employed in previous studies (such as family and lincage relations,
marriage, origin of native place, schoolmates, colleagues, and friends), cover
almost every possible social relation. Moreover, social network seems 1o be
invartably important through ome, seemingly withour a dynamic dimension in
terms of the changing sodial relations and instiwrions. Some scholars even argue
that ‘entrepreneurs all around the world typically rely on nerworking and nevwork
organizatons w gather capital, co-workers, and connections,™ making themselves
sound either universally true or rurological. The nerwork analysis also implicidy
or explicitly distinguishes berween networks and corporate hierarchies as wo
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separate entitics, Thar obscures other aspects, such as interaction between the
two. "' Pucting too much emphasis on the issue of networking, similar to that of
corporate hierarchies, would therefore hinder our understanding of other
imporant issues in the history of economic life,

Some other scholars discuss Chinese business and economic development
hy examining the role of the state. The imperial state, according to these
scholars, governing rhrough the mediation of the genrry class, consistently
showed trsell t be anti-business. From the fifteenth to the nineteenth centuries,
its anti-business anirade was most strongly exemplified in the rigid conerol
imposed on maritime rade and the near monopolistic tendencies exereed on
mining and various other areas of industry. When the state failed to mainrain
its manopoly, its control declined into a series of taxes which, though small in
amount, provided ample opportunities for cunuchs and officials vo extorr
merchants who were ill-prepared to stand up for their own inrerests. Taxation,
mismanagement, corruption, and a lack of appreciation for business characterize
this view of the imperial state.” This view sees the problems which endure in
subsequent republican governments. ™

However, arguments on whether the state was oppressive or supportive™ 1o
business development can be illusory. Representation and expression of the stare
and its power can be seen as narrowly as the government bureaus or as widely
and down-rooted as in a single coin.™ Hence, depending on where one mighe
choose to rarget onc’s criticism, one may find thar these views fall shor on specific
analysis. Susan Mann, William Rowe, Gary Hamilton and others have
documented specilic instances where Chinese merchants were able o defend
what they considered their rights against excessive imperial demunds.” David
Faure, among others, has pointed our that wharever the ideological underpinnings,
wraditional Chinese institutions (including the stare and its political patronage)
were conducive to business and cconomic growth.” In shor, o argue whether
the Chinese state as such was a sirengrh or 2 weakness is o bland an analysis.

This study does not deny the importance of the stare, social networks, or
Chinese culture in Chinese business but doubts their applicability and explanacory
power. In return, ir calls for exploring the development of economic instimtions
in China. As Douglass North has defined, ‘institutions are a set of rules,
compliance procedures, and moral and ethical behavioural norms designed ro
conserain the behaviour of individuals in the incerests of maximizing the wealth
or wiility of principals.™ By this, economic institutions include not only the
market, nor just the firm, bur also other sets of rules which govern people’s
behaviour in cconomic activiries. To study institutions, therefore, requires the
observation, analysis, and understanding of both the individual's and individuals
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hehaviour and the rules behind them, By studying the insarutional developments
-E.I'l'l:i Chﬁﬂg{:ﬁ. onc '\'l'ﬂ[lld. ;:]m I.'N.'.‘ .ﬂhlﬂ o L"Hﬂminﬂ thf ilﬂll.:tl.'lﬂll E}iﬂ.ﬂgﬂ in I'.hE
economy. These are no less importane than knowing who was connected with
wham and whar kind of ideology rthey had.

In fact. the study of institutional development in Chinese business has
atrracted recent scholarly interest. David Faure, Elisabeth Kall, Sherman
Cochran, William Kirby, Zhang Zhongmin, Linsun Cheng, Robert Gardella
and Madeleine Zelin, among others, have been working on the development
of different institutions in Chinese business: the Family, lineage, the factory,
corporate hierarchies, company law, modern banks, and even the contract.”
This case of Liu Hongsheng and his enterprises serves as an important example
for our understanding of one aspecr of institutional arrngenents in Chinese
business — how ta manage and uphold an expanding business empire? Besides
elements such as social networks and personal quality, was there any
institntional devise to achieve this goal?

This presen research adoprs a case scudy approach, which is not new o
Chinese business history. When Chinese historians have looked for ‘typical’
examples of ‘Chinese capitalistic enterprises’ [rom the 19505 on, many case studies
have been praduced which should be familiar to students of Chinese business
history. Besides Liu's, these include the Shen Hsin (Shenxin) Comon Mills, the
Diah Sheng (Dasheng) Corton Mills, the Heng Foong Cotton Manufactuning
Company, and the Wing On Textle Manufscruring Company in conon-texules;
the Mao Hsin (Maoxin) and Fu Hsin (Fuxin) Flowr Mills in Hour milling: the
Oriental Engineering Works in machine-tool making; and the Wing On
Company'’s deparement store.™ Some ather case studies, such as thosc of the
Chee Hsin Cement Company and the Nanyang Brothers' Tobacco Company,
which were written by Wesrern historians, benefited from source materials of
these enterprises compiled by Chinese historians looking bor ‘typical enterprises’,”

Ir is nor torally clear why Chinese historians regarded these enterprises us
rypical. Yer, a general overview reveals that these enterprises mostly starved during
the lire minetcenth and carly rwentieth cenmuries, operated mainly in the moden
sector in the coastal mreaty port areas, enjoyed a considerable degree of expansion,
and possessed a complex relatonship with the Chinese srate. These enterprises
also diversified while expanding rhe original business, and developed either as
well-established enrerprises or as the largest enterprises in their respecrive
ndustries before the communise tkeover in 1949,

These studies show not only the company organizarion as a dynamic force
of business development in China, bur also the family as an imporsant inscrumenr
in Chinese business enterprises. The founding fathers and their family members
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were strong on management and equity control, while business expansion weny
hand in hand with their adoption of the joint-stock company strucnire, For
instance, the Rong brothers ser up their first Aour mill in their hometown, Waxi,
as a parmnership bur quickly rurned it into a joint-stock company after the
promulgation of the 1904 Company Law. Throughout the republican period,
when they continued to expand their Bour business by establishing the Mao
Hsin and Fu Hsin Flour Mills, and ro diversify into cotton milling by establishing
the Shen Hsin Cotton Mills in Shanghai and elsewhere, the Rong brothers
continued to adopr the company organizational structure, but they themselves
wiere the principal sharcholders and managers,” Shortly after the Guo brothers
started their department store in Hong Kong in 1907, they also incorporated it
as a joine-stock company, and while expanding their businesses to Shanghai,
formed joint-stock companies there as well, These businesses, including 4
department store and some cotton-textile factories in Shanghai, an insurance
company, some restaurants and a bank, were mainly owned and ran by members
of the founding family. " Similarly, when the Jian family founded their Nanyang
Brothers' Tobacco Company in Hong Kong in 1905 and branched our 1o
Shanghai in 1918, they also took the company structure until they sold their
shares 10 oursiders in the mid-1930s." It thus may not be surprising 1o scc
Marie-Clare Bergere, who analysed the history of the ‘Chinese bourgeoisic’
berween 1911 and 1937 on the basis of these case studies, asserting thar ‘family
solidarities gave the emergent capitalism fexibiliy, dynamism and buoyancy
when faced with crises’.” Whar seems 10 be still nor understood is the impact of
various other Chinese business institutions on the structure of business, Beyond
the persistence of the family, whar changes took place in Chinese business
expansion during the republican period?

This study examines the case of Liu Hongsheng and his enterprises by making
the assumption that 1o manage intensive capical investment or an extensive
investment portfollo, it is necessary o have a kind of complex and coheren
organizational structure. Nonetheless, we artempr to explore not only any
organizational and managerial arrangements as Chandler has demonstraced, but
also other functional arrangements for the purpose of business operations. In
particular, this study focuses on business finance and regards finance as a crucial
clement in business operations. Although capital can be interpreted as a means
representing social relations,™ it is abso a basis for rational, costs and benefirs,
calculation, To understand business operations, therefore, the flow of capital
and financial resources must be examined and identified, After all, hard
caleulanions and cunning business devices must constantly be an impormnr pare
of reality in business life.
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This seudy also rakes into consideration the insticutional contexe within
which businesses operated. It follows the postulate of Leslie Hannah that
stitutional changes at the macro-level, such as the law, the financial marker,
and so on, also had a bearing on the incernal changes in enterprises.’” To idennify
structural changes in institutional arrangements ar bath enterprise and
businessman-enterprise levels, it would therefore be necessary to explore the
broad institutional context ar macro-level which would also affect the internal
workings of Chinese business.

As we shall demonstrate through the following chapters, instead of adopting
a Wesrern-style corporare form of arganization, Liu emploved a rather radiional
insttucion, namely a ‘shangfang . or accounts office (which was called Licu Ong
Kee in this case), in upholding the various domains of lis business empire. The
accounts office’s function was nor only scererarial and accounting, it was also
financial. By this institutional device and its ability to finance his business ventures,
Liu was able to maintain the holding stucture of his various businesses throughout
the period under review, In other words, if there was any institudonal device w
be idenrified berween rhe businessman and his enterprises (or companies). that
would be an accounts office, or its equivalen.

To examine such an instituonal development, this study sets the dme frame
fram 1920 o 1937. In so doing, it aims ar focusing on the issue in peace-time
economy, Despite the fact that those years still wirnessed a number of national,
regional and local conflices in China, they cerminly constitured a period
conrrasting greatly with che days after July 1937, with warcime mobilization on
the one hand, and military occupation and collaborarion on the othen™ The
pre-1920 period is cerminly impormans to our investigation but documents in
the archives do notallow us for such an inquiry, as mose of the primary documents
can be rraced back as carly as 1920 only. On the other hand, most of Liv's
businesses begun in 1920, providing a convenient and reasonable paint of
beginning,

Chaprers that follow will be divided into six. Chaprers 2 and 3 outline both
the historical and institunenal background for Liu's business operations, and
the overview of his business activities, In these chaprers, the crucial issues include
the institutional context for and the issue of expansion in Liv's businesses. The
issue of instrunonal change within the enterprise | company level is addressed
in chaprers 4 1o 6, by looking into the four main lines of businesses of Liu: coal-
distribution and related wharl operations, cement-manufacturing, and the
production of marches, Three institunonul developments will be cxamined in
these chaprers: the comprador system which involved changing Sino-foreign
business relationships; the corporate form of organization which covered the
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internal organization within the given legal framework; and the rriangular
relationship between the firm, the marker, and the stare which wuched upon
the institutional arrangements in marketing and handling marker comperition.
Since all these lines of businesses exisved throughour the 17 years under review,
these three chapters will individually tackle the issues within their own
institutional framework for the whole period. Chapter 7 focuses on the issue of
business finance, examining the instirutional difference between privare funding
through accounts office and modem banking, The implications of these
institutional changes are brought back to discussion in a broader context in the
conclusion,

The launching of an in-depth study on the issues concerned cannot be
made passible withour access to appropriate documents. In this study, 1 have
benefited from archives available in the Resource Center for Chinese Business
History, Shanghai Academy of Social Sciences. These documents cover both
individual company records and those of the accounts office. Addirional
documents have been found in the Bodleian Library, Oxford, on business letters
(the Nathan's Papers) concerning the Kailan Mining Administrarion (hereafter
as KMA), Liu Hongsheng's prinapal in compradorship. Some additional source
material, especially company registrations and trade association records, came
from the Shanghai Municipal Archives™ and the archives of the Institure of
Modern History, Academia Sinica, Taipei. These various archives provide solid
documentation for this current research,

The goal of this study goes beyond problem-solving for the present. By
identifying the complex instinutional arrangements and development in Chinese
business, it uspires o make 1 modest conmribution o our understanding of broader
and complex historical change in modeen Chima, It is therefore hoped a berter
understanding of 'Chinese business culture” will be torthcoming,



Chaprer 8

Conclusion
Zhangfang, Nucleus of Chinese Business

This study examines the relationship berween business expansion and the structure
of business in pre-war China through a major case study, Liu Hongsheng's
enterprises during the 19205 and 1930s. In particular, ir asks what kind of
structural changes would have taken place in Chinese business in expansion in
the institutional context of republican China, In answer, it shows that, despite
radical expansion in both scale and scope, and despite major changes in the
business environment, including the wransformation of the comprador system,
the implementation of the company law system, and rthe emergence of a new
government policy in business organization (or merchanty’ associations), the
holding structure of Liu's enterprises remained unchanged berween 1920 and
1037. He remained the largesr direct shareholder of his major enterprises, with
shases in his personal name. Nor was there any holding company as such ever
organized to come berween himsell and his enterprises, Nor was there any
delegation of investment authority; Liu personally ran his investment, with ar
most his brother ar his side. The Chinese businessman would have put this
feature of his investment down to personal trust, but one might equally
characterize it as a lack of rrust of people ownside the family. Had Liu’s children
been older in the 19305, one mighe bave seen the possibility of 4 development in
the management of investmenr decisions. As it was, while his children were
mostly being educared abroad, Liu ran an investment empire with assets
amounting ro about 34 million yuan in the mid-19305 mostly on his own. For
the most part, he kept close watch over his investments by personally assuming
senior managerial positions in his businesses, and he dependad on a small accounts
office for administrative help,

Nor did s core business mstitudion, his accounts office, rranstorm s role
from concerning both secretarial and financial mareers behind the enterprises 1w
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other directions. Although the ways Liu dealt with competition and the corparare
torm were affected, these shifis were nor fandamental ro the internal structure
between Liu and his businesses. There was no extension of managerial hierarchies
in his businesses, for the founder condnued o be personally involved in the
management of ull his enterprises, as he personally assumed senior adminiserative
positions in his businesses.

Close scrutiny of rhe accounts office’s aperations shows thar it operated
somewhat like a bank for Liu's business financing, holding deposits for his
companies, and offering them rrade eredit. It also raised loans on the serength of
Lit's assets 1o lend o the enterprises, In this sense, the linkage berween Livand
his enterprises was nor manifested in a managerial structure but in a series of
financial rransactions and dealings, or connections, that included share-holding,
rade finance, and lending from his accounts office, This kind of linkage gives
the appearance that the different domains of the business ‘empire’, different
enterprises of the proprietor, were only loosely linked, but the institutional
connections behind them were sirong,

The financial conneetions berween Liu Hongsheng's enterprises and his
accounts office (and larer his bank) lead one to think thar the Chinese businessman
was a fimancier in the fullest sense. Though castly it was, capital was highly
mobile for cireulating to needed owrlers of investment and production, One
might even say that the flexibility and sirength of Chinese business rested upon
the financial connections berween the businessman and his enterprises thar were
buile on his abllicy to mobilize funds. Unless his financial capacity was stifled by
a cosis in the financial market, the Chinese businessman would he able 1o
maintain the structure of his businesses in the same way as he had run them as
the beginning of expansion.

Zhangfang and business finance

Observations from the case of Liv Hongsheng and his enrerprises as described
in the previous chaprers and above may raise a question on how typical thar was
in Lius perioad, This is a difficult question w answer. Given the size of the counery
and the high degree of divergence in different regions and provinces in
environmental, social, economic, instttional, and even culuaral serings, asingle
case from Liu would certainly not be sufficient tw explain the smmucture of business
growth and management in @l modern Chinese businesses. More research is
needed 1o re-evaluate the basic layour, instirurional changes, and strucnural
ranstormarion of other Chinese business enterprises. However, this study has
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argued thar business finuance was a decisive factor in causing structural changes
i republican Chinese business. This study has also demonstrated the existence
of a strong institutional connection between the Chinese businessman and his
business empire, his accounts office, or 2hangfang. These experiences were shared
not only by Liu Hongsheng's enterprises but also by other expanding businesses
i China ac varying degrees. The following paragraphs will provide a brief survey
of major examples of republican Chinese business empires in 4 comparative
perspective in support of this argument. These examples reveal the paramount
importance of finance in the upholding of the managerial and holding structure.

The first example is the Rong brothers of Wuxi, They had begun their
businesses in flour- and corton-milling in the 19005 and expanded apidly in
the 1910s and 1920x by raising loans from modem and foreign banks, as well as
ploughing back profits by continuing to re-invest and increasing capitalization.
Based on this financial power, together with the opportunities given by the 1910s,
the Rong brothers made a success story in that decade and beyond. By the 19205,
they commanded around 12 flour mills and nine cotton mills in four Chinese
cities, holding the lion’s share in the marker of both products, and were nicknamed
‘flour king of China’ and ‘cotron king of China'. Whar is intrigaing in the example
of the Rong brothers' enterprises is thar they channelled these financial resources
i their factories through the institurion of the *headquarters company’, the
‘Maoxin-Fuxin-Shenxin Headquarters Company’ (Muexin—Fuxin-Shenxin
Zonggongs). Although not a halding or & parent company of the various factory-
companies in flone- and corron-milling, the “headquarters company’ played rhe
role oFan in-house bank for the companies, a role similar to Liv Hongsheng's
accounts office to his businesses. Accounts accrued from the archives reveal thac
surplus funds from some of the Rong’s companies were deposited with it which
also lent the funds to other needed companies owned by the Rong brothers,
These financial arrangements allowed them ro maintain their managerial
leadership until the 19305 when the depression set in. Pressure from the banking
consortiums of the conon mills forced Rong Zongjing, who had been the general
manager of his mills for rwo decades, 1o step down and to accept management
under the consortium. The “Fuxin Group’ of the flour mills was also reported w
have achieved a considerable degree of independence by setting up their own
‘headquarters company’.’

In another well-known case, the Guo brathers of the “Wing On Group'
began 1o seek their fortunes overseas by selling fruies in Sydney. Australia. In the
19005, they moved into the deparement store business in Hong Kong which
inaugurared their business empire of merchandizing in Sidoey, Hong Kong,
Guangzhou, and later in Shanghai. Together with their business in overseas
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Chinese remitwnees, the Guo family branched inwo horel and insurance (life
and fire), manufacturing (cotron mills in Shanghai}, and into banking by setting
up their "Wing On Commercial and Savings Bank’, They did not provide all the
capital bur a decisive majority of stocks was enough For them to maineain
managerial leadership. Cross-enterprise share-holding among the different
branches of the Guo family’s business empire further guarantecd their control
aver the decision-making. However, similar to the Rong brothers and Lio
Huongsheng, the Guos channelled funds behind all these multitatious operations
in support of their management. The Wing On Company’s ‘finance department’
(vimyebu) channelled Fnancial resowrces to other companices in the manner exactly
as the Rong brothers' *headquarters company’ or Lin's accounts office did. Under
the financial pressure of the 1930s, the Guo Funily, which had been able to raise
capital via internal banking, had o seck a huge bank loan and 10 place the bank’s
representative on their companies’ board -

The Jian family of the Nanyang Brothers’ Tobacco Company, the leading
Chinesc-owned cigarctre-making firm in republican China, reveals a slighddy
different spory in terms of the insriturional arrangements for financing the busines
empire. The family won their fame for the successhul lagnch of markening and
advernising strategies against a forcign rival, the British-American Tobacco
Company. At its peak of success, the family controlled facrories in Shanghai,
Hong Kong, and possessed sales branches, offices, agents in South China and
Southeast Asia. Their story differs from the case of Liu Hongsheng and of che
Rong brothers in rwo ways. Firsdly, the Jian family concentrared almost on one
line of industry — cigarerte-manufacturing — since the 19005, while the others
ventured into many others, Secondly, besides bank loans, they raised funds from
the public by issuing shures in the open marker. The Jians managed o maineain
their managerial positions within the company by upholding decisive amount
of stocks. Yer, similar wo the Rongs and the Guos, such posidion ceased to maintain
in the 1930s when financial crisis of the company arose, 1n this crisis, the Jian
Family was forced o sell off a considerable portion of their shares in the company
to an outsider and retained the post of dirccror that had no exclusive power io
decision-making.’

The accounts office even played a significant role in the Anancing and
management of 3 famous regional enterprise, Dasheng Corron Mills in Nuntong
under the leadership of a lare Qing scholar-official, Zhang Jian. Secting up in
the late nineteenth century, Dasheng has been regarded as one of the earliest
industrial enterprises adopting ‘corporare structure’ by issuing stocks to the public
(l.e.. non-family members), Within this enterprise, there was an accounts office
through which, as demonstrated by Elisabeth Kill, "Zhang Jian centralized
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financial and major managerial decisions and separated them from the day-to-
day business in Nantong and elsewhere.” However, when business rurned
unfavourable and debis mounted up in the 19205, the accounts office came
under serious attacks from sharcholders.”

The accounts office itself was indeed not a creation of the modern Chinese
businessmen. We can find its ancestors or equivalents as eacly as in the Yuan
Dynasey.” By the carly twentieth century, the accounts office was a ready
tnstitution, or part of the business heritage or mradition, for most Chinese
businessmen. What made the accounts office or its equivalent bestow on a new
meaning in business financing was possibly the pew social context and business
environment in the early twentieth century, Novel business instirurions, stich as
company law and company organization, modern banks, stock exchange, and
so on, which were mtroduced into the country in the late nineteenth and carly
twentieth centuries, required economic operations within these institutional
settings to become ‘open’, ‘transparent’, and ‘accountable to the public’ for the
protection of the "public’ funds. This envisaged a new social expectation in
business operations of the republican period. Merchants who were used 1o
channelling funds among different pans or branches of their businesses would
thercfore have found themselves the responsibilities and expectations embedded
with these new institutions. For them, there would possibly be no difference
between their old “shop’ and their new ‘company’. For the social observers of
their age or modern business analysts, the financial arrangements through the
accounts office can be fully described as ‘in-house banking',

Secretive as they were wo outsiders, enough to draw charges of financial
embezzlement, such kinds of aperations cerrainly invite enticisms on corporate
governance bur thar would require more than the discussions lightly provided
here. What this study has suggested are concerns with no more than an empirical
observation: Chinese businessmen of the late Qing and carly republican perind
made use of a traditional instination, the accounts office, 1o finance their business
and 10 uphold their managerial leadership over their multifarious enterprises. Te
also provided secrerarial support for comrespondence between the businessmen
and their different enterprises. le mighr lack the administrative and organizational
vigour as in Western business enterprises in modern tinves bur it was certainly an
impartant insttution for understanding Chinese business.

The accounts office as a core institution for Chinese business indeed provides
a new perspective on the study of its nature. It has been suggested that Chinese
socicry, in which businesses operate, is 'networked' in nature, Nerworks and
nerworking of individual businessimen, as well as of groups of businessman, have
always been regarded as the fundamental workings of Chinese business,
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Accordingly, Chinese business is seen as no more than a loose alliance of
individuals, upon which trusc generates, and management runs; it oses and falls
as networks change and alter. However, this study has demonstrated the fier
thar che virality of the Chinese business empires in the republican period rested
upon the financial workings of the accounts office. It financed the businessmen’s
different ventures, incorporated or not. It direcred the needed funds for their
daily operarions and long-rerm gxpansion. In a sensc, it might even argue thar ir
financed the 'networking of Chinese businessmen. Therefore, what was behind
Chinese business netwarks was not simply personal trust and social relations, it
included a highly institurionalized system of financing through the accounts
office. The housing of the boss's accounts, correspondence, and personal phoros
in the aceounts office may even lead one to think that it embraced both financial
power and social networks in the muking and running of the Chinese business
empires,

Then, what was the nature of the accoums office? Was it a personalized
institurion of which jts rise and fall depended on the natural death of s boss?
What was the relarionship berween the accounrs office and the family? Diespite
the fact that we can observe its existence and vitality through this case and other
studies, the details of 11s workings, internal logic, and natre have yer been tully
investigated. Even the ending of the Lica Ong Kee Accounts Office irself cannor
be clearly explained; whether this was a result of the death of Liu Hongsheng in
1956 or because of the process of natonalization of Liu's enwerprises, one cinnot
rell.* What we can document is that, in the archives of the accounts office, one
can find books covering the financial derails of its boss and of his family while he
lived, almast down ro the negligible, Tralso houses cormespondence from business,
family and triends, as well as family phoros, In thac sense, as personalized as the
accounts office might look, it cerainly was an imstzturion of primary importance
to the Chinese businessmen.

The importance of the accounts office for the financing of republican
Chinese business suggests an alteration on the conventional wisdom of viewing
people of that generation who invested in industrial encerprises as ‘industrialises’
(shéyejia or gangyejia). Indeed, indusrrialization and the quest for wealth of the
country had been an enduring project in the lare nineteenth century. In the
rwentieth century, industrialization became ‘the order of the day', something
the Chinese must achieve. People, including businessmen, sometimes made
public statements along thae line of thinking, Yer, the businessmen of the frst
three decades of the twentieth were probably ne different from their
counterparts in the earlier cenruries in the use of rraditional bustness institutions
(accounts office, the family, and social nerworks). They also saw no difference
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berween the capital for merchandizing in the earlier generations and thar for
industrial investment in theirs. For them, capital was a liquid resource
transferable from one secror to another, moving into different kinds of
investment once the opportunity came and potential returns seemed handsome.
The bustnessmen themselves did not necessarily possess knowledge or profession

i the actual day-to-day management.

Institutions and business culture in republican China

The upholding of the holding structire in republican Chinese business ralses
the question of the significance and relevance of the institutional context tha
businessmen were entangled in. Indeed, recognition of the importance of the
accounts office in the making of modern Chinese business seems to suggest thar
institutions poverning the running of businesses in the economy at large might
bear no significance ac all. Nonetheless, this study bas also demonstrared thar
changes ook place in three areas which had an impact on the ways Chinese
businessimen dealt with competitors in the marker, with the state, and with
Western firms, and in handling the relationship with their small sharcholders.,
They also alrered rthe outlook of Chinese business from the late Qing ro the eve
of the Second Sino-Japanese War.

The first instieutional change was certainly the idea of corporare governance
through government legislation. The introduction of company law and the
adeption of the company organization by Chinese businessmen means that
republican businesses were expected 10 become more open and responsible o
the ‘public’ than their late Qing predecessors. Besides, although the new legal
structire did not bring abour the effective separation of ownership and
management and corporare governance, it did provide the framework for doing
so. Legal changes in pre-1937 republican China did not go very far in the
prorection of minority shareholders, but it can be argued that if any direction
was apparent, the Company Law of 1929 enhanced the degree of accounting
transpatency and offered some protection for small shareholders” interests, The
liw made it compulsory for companies to recruit chartered accountants to audit
eheir accounts, enhanced the possibiliey for small sharcholders to call for an ad
hac sharcholders” meeting to discuss the company's atfairs, and limired the voting
power of the large stockholders. The major shareholders, therefore, had to find
the means 1o mainrain their managerial leadership and commercial secrecy. By
the same whken of the quest for ‘openness’ in the use of public money, the
republican laws of banking, especally those of 1931, claimed to protect the
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interest of depositors from the defauly of banking institutions, Pavate means of
financing, therefore, had to go through the steps of formal banking if large
amounts of capital had to be gathered,

The second major institutional change wok place in the Western business
operations in republican China. This study has shown thar the passing of the
comprador system and its replacement by the legally recognized partnership
(and even registered company) constituted ane of the most important changes
that Chinese businessmen experienced in the early decades of the twenteth
century. The change in this system means a major shife in the strategy and
structure of Western enterprises themselves. Although this shift iwself requires
more gualifications than remarks in passing, it still bears two meanings lor this
present study. On the ane hand, it meany that the Western enterprises had to
enlarge their investment in China not only in rerms of capital but also of
personnel. Training, monitoring, and command of personnel became an issue
directly relevant to the decision-making process of the management of the Westem
enterprises, and an interpalization of risks w them. On the orher hand, it meant
further integration of China into the world economy.

The third institutional change during the period under review was the
government's new cconomic palicies and systems. New policies and systems
emerged not only because of a change in the regime, from rthe so-called ‘warlord
regime’ to the ‘nationalist’ one, bur also the econpmic issues that China had to
encounter in che inrernationit] arena, such as economic Qucruatons afer che
end of the Fitst World War, the volacdile international monetary system,
protectionism, the Great Depression of the 19205, and the calling for more
government actions in saving the economic depressions in the carly 19305,
Besides, nationalism played an important role in providing a social atmosphere
for the opportunists to exploit, obvieusly in the name of the nation or the
stare. In response, Chinese businessmen gradually altered their palincal colours
and social starus In this changing political and social environment. They
changed from looking for connections and reputations associated with foreign
wrade and the treaty-port sysiem in the late nincteenth century through the
1910s," o gaining political, economic, and even social recognition through
registering their businesses as companies in the 1920s." By the 1930s, as the
government tended to rake an acrive role in promoting China's indusery and
commetce, they wirned o eulrivace their ries to the government and o see
cartelization of the industry as an inevirable rrend thar might work o theis
benefir.

For the republican Chinese businessmen, there were rwo other important
institutional changes which began hefore 1937 bur had their impact on the
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business environment effecrively afer the beginning of the Second Sino-Japanese
War. These included both the *hanking’ and ‘currency’ reforms of 1935. Both
changed the financial sector by de-monctarizing silver and increasing the siate’s
regularive power over moncy supply. Their impact on the economy in general
has been widely discussed elsewhere while their impact an the business secror in
particular deserves another book for investigation.!! What must be said here is
that, as those reforms were curried out, Chinese businessmen encountered a financial
regime strongly lingered with the state, or under the stare’s supervision — or the
so-called "bureaucraric capiralism’. The fundamentals to negotiate for financial
resaurces therefore began 10 change,

Nonetheless, these reforms became critical w the structure of Chinese
business only because of an important historical event of which its impact went
far beyond the imporance of 2 single institution — the Second Sino-Japanese
War itself. It altered most of the fandamentals in politics, the society and, not 1o
say, in the economy, particularly the industrial and financial sectors. It not only
created an emergency siruanion in which facvory plants were threatened o ruin,
or ruined by military operation, workers were dislocated cither for wartime
mabilization or migration, and markets were affected as transportation and
communications were disrupred, but also empowered the party-stare of the
Nationalists to enhance its power in resource allocation by ordering full
mobilization in the name of national resistance. The industrial and financial
sectars of the cconamy were alrered o o wartime sicwation which had lasting
impact on China for decades to come,”

The changing outlook of the republican Chinese business leads one o re-
evaluate the impact of new ideas in business management introduced during the
period under review. It was indeed a period which wirnessed an influx of ideas
in business management such as professionalism and scientific management. It
also witnessed the introduction of new managerial wechniques, such as cost
accounting and double-entry book-keeping. Togerher with the company
organization, these new ideas and rechniques formed the backbone of the token
of ‘modernity’ for republican Chinese businessmen, or the ercation of 4 ‘new
business culure’. However, similar to the insrirurional changes discussed above,
these new ideas in the onganization of business, presentation of figures potentially
relevant to decision-making, and probably a new mentalicy for business, though
being introduced and practiced. did noc have an impace in aleering the holding
structure of the Chinese business empire. What remains fundamental to the
Chinese businessmen, such as the accounts office and the problem of fnance as
this study suggests, therefore. persists 1o be key issues in undersranding the
workings of Chinese business, The new managerial ideas were, ar the most, 4 ser
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of new rools of management, nat the nucleus of business itsel€ One might even
say that they were simply fashions of the time that Chinese businessmen picked
up, put on, and thus changed their outlook,

To have said this does not mean this study denies the potential impace of
these new ideas on the counery’s business strucnure as a whole. However, as the
long-term change in business structure and practices requires more than the
work of 4 generarion or two, this study would arguc thar long-rerm insriturional
transformation wonld be needed to produce a fundamental alreration.

Nor does this study deny the existence of culture. Yet, it would disagree
with the cultural explanation of Chinese economic development. It shows thar
to run his businesses, the businessman had to be entangled in various institutional
settings in the Chinese economy. The reliance on Family, for example, can be
related 1o the lack of rrust of outsiders, The guarantee system, used even by
Western firms, was to reduce risk in business transactions. To use the cultural
explanation for economic development simply means ignoring most of the
mstitutional developments which had an impact on the practcal calculutions of
the Chinese people.

This study certainly recognizes the importance of the sate in the Chinese
cconomy during the late nineteenth and carly rwentieth centuries. Bur it shows
that the Chinese stare could nor be simply characterized as anti-business, as
there existed a complex connection between the state and business, A crucial
aspect in this connection was initiatives taken by businessmen o approach the
state authority when they found ir aurctive o do so, Business and the stare
could also blend together tor common interest, which might have encouraged
business to flourish. If there was any “wno-business’ artitude of the stare as such,
those companies must have challenged its power and authority.

Based on the case of Liu's enterprises, it is obvious that the Chinese
businessmun was no doubr keen on expansion, and the factors thar would have
an impact on that process of his were closely related to business finance. 1 think
that the development of the linancial marker in China must be crucial to the
historical development of the Chinese coonomy. It would thercfore be important
to further explore the linkage berween business development, holding serucrure,
and finance. However, a supplementary direction must be added tnto this analysis:
changes in holding strucrure must be cxamined beyond the life span of an
entrepreneur, i longer period than the scope of this study.

Althaugh Liv Hongsheng's case is limited in providing generalizanons on
how the Chinese ecanomy developed, it has shown thar the late ninereenth and
early twentieth centuries were a key period for this growdh, It must be noted rhar
during this time, hoth traditional and Western instinutions existed in China,
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Instead of being dichoromized. some of these institutions blended wgether in
the workings of Chinese business. The system of ‘guaranteed dividends', for
example, was commonly used among the industrial enterprises which adopred
the Western institution of ‘joinr-stock companies” to raise capital among their
Chinese shareholders. The ‘comprador system’ was another example in which
the rraditional Chinese business institution of guarantorship worked in the
Western agency houses, The Chinese family also found room to survive in the
management of Western-style business enterprises. These traditional Chinese
and Westem institutions blended together pantly because of the further opening
of China during chis period and pandy because of the growing rrading interactions
between the two worlds, As China became more open w foreign trade, there
would be marte examples of the two kinds of institutions working together.



Notes

Chapter 1

On Chind's introducrion of company law and enterprise reforms in the 19804 and
19905, sce Guojia Tigaiwet Zhenpoe Faguisi [Policy and Law Codde Deparuncin, ihe
Cammiree of Polity Reform] and Sifabu Xuanchuansi [Publiciry Department, Mimstry
of Law], comp., Gongiifis fianghuz [ Talks on the company law] (Beijing. Qiye Guank
Chubanshe, 1994), pp. 1-12; also Jiang Hengriuang, od., Zhongguo Qive Fashan Jianshi
|A briel hisory of Ching's enterprise development ], 2 Yols, (Beijing, Xiyuan Chubanshe,
2001,

Guajia Tigaiwei Zhengee Faguisi and Sifabu Xuanchuansi, comp., Gongsifie fianghia,
pi. 268281k also Wang Lingjun, comp., Qiye Giaizhi Chongau Shangihi Fagui Wengian
Huibian |Compilarions of legal documents on the reform, re-onganizrion, and lisring
of enterprises| (Beijing, Gongshang Chubanshe, 2001).

This is the ahbreviated form far Ong Sung Lieu, transliterared from the local
pronunciation of Ningbo. | thank Professor Huang Hanmin of che Resource Center
for Chinese Business History, Shanghai Academia of Social Sciences, 10 explain this 1o
the author, who is ignorant of the local languages.

Liu Hongsheng, "Wo Weishenmo Yonghu Gongchandang” | Why do [ supporn the
Cammunist Parcy?], Ximmew Ribas, 4 Octobes 1956, reprinted in Shanghai Shehi
Kexucyuan Jingji Yanjiusuo |Instioae of Economic Research, Shanghai Academy of
Social Sciences], comp., Lin Hongiheng Qive Shilian [Sources of the history of Liu
Hangshengs entesprises) (3 Vols.) (Shanghai. Shanghai Renmin Chubanshe, 1981),
Val. 3 (hereafer LHQS.3), pp. 461-472.

LHQS., preface, p. 2. National capitalisw’ ar ‘national bourgeoisic’ have been used by
the CCP 1o label those who were not loyal wo the Nationalives during the civil war and
the early years of communise rule. gee Maunce Meisner, Mait (i and Afeer: A Histry

167



168 Naves b poige &

16,

of Peaples Regubllc of Ching, revised and enlarged ediion (New York, Free Press, 1986),
P BA=43,

LIIQS.3, p. 463,

Even Liu called himself ‘an industrialist’, see LHOS.3, for photogeaph on the facing
jrage of the wble of contents, On the debare and promotion of industrializatdon in
China in the 1950s, see Maurice Meisner, Maos China and After, pp. 117-121,

Ohise of his sons, Ly Nianzhi, bad left memoirs abouc his facher, see Liu Wianzhi,
Shiyeiia Liw Hongsheng Zhuandie |A bricl biography of the industrialist Liv Hongsheng|
(Beijing, Wenshi Zliio Chubaushe, 1982),

For his biography, see Zhang Qifu and Wei Heng, Huochai Dawang Liu Hangeheng
[The king of maches Liv Hongsheng] Ouxiang, Henan Renmin Chubanshe, 1990);
lor his archival documents, see LHOS, 1-3; and for the caalogue of the unpublished
documents an Liu, sec Shanghat Shehui Kexuevisin [ingj Yanjlusuo Zhongguo Ciyeshi
Ziliwo Yanjin Zhongxin, comp., Zhongeue Qipeshi Swowed Ziliae Mudu yu fianjie
[Caralogue and inroducdon of microfilo materials on Chinese Enrerprise Hisrary |
(Shanghat, Shanghai Shehui Kesueytian Jingfi Yanjiusuo Zhoogguo Qiveshi Zilian Yanjiu
Zhongain, 2002}, pp. 5-2235.

Ma Bohuoang, “Lin Hongsheng de Chye Touxi yua Jingying' | Lin Hongsheng s enverprise
investanent and management), in Shebii Keoe | Socal Scences|, 1981, No, 5 [Ocrober
LIB0), pp. 68-72: alsa by Ma, ‘Lan Jiu Zhonggua Liu Hongiheng Qiye Fazhan Zhongde
Tige Wend' [On several questions in the develapmient of Liu Hongsheng's enterprise in
old Chinal, Lishi Yangin [Hiscorical Research], 1980, No. 3, pp. 49-66; Sherman
Cochran, “Three Roads inoe Shanghai’s Markee: lapanese, Western and Chinese
Campanies in the Maich Trade, 1895-1937, in Frederie Wakeman, Ir. & Wen-hsin
Yeh, cdds., Shanghui Sajorrnen (Berkeley, CGRliE, Innirate of Easr Astan Studiey, University
of Califarnia, 1992), pp. 35-75,

Barh China and Taiwan scholars have produced o considerable number of books and
arsicles on Chinese managemens thinking in which Liv was also studied. Those tha
fallow are only some concerning historical management thinking: Zhao Jing, ed.,
Alrongeua findai Minsu Shivefia de fingying Guandi Sixiang | Managenal thoughr of
navional enmepreneinrs in modern China| (Kuoming. Yonnan Renmin Chubanshe,
L988); Zhong Xiangeal, Zhengeuo findai Minza Qfyeiia fingii Siviengilis |History- ol
economic thoughe of matonal entreprenaurs i modern Chinal {Shanghai, Shanghui
Shehui Kexueyuan Chubanshe, 1992k Xn Dingxin, Zhongeun findai Qive de Kexir
Lilfusg yu Keji Xaoying | Power and impact of science and wchnology in modem Chinese
enterprises| (Shanghai, Shanghai Shehui Kesueyian Chubanshe, 1995); and Liv Wenbin
[Wen-pin Liu), findai Zhonggu (QQive Guanli Sixiang yu Zhid de Yerbian [ 1860-1949)
[ The thoughr and instinutional transformation of management in modem China, 1560-
19491 (Maipet. Academia | liscorca, 20000
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Sherman Cochran, Encomntering Chinese Networks; Western, fapanese, and Chinete
Garporagions (w Ching, 1880-1937 (Berkeley, Calil., Univenity of California Press,
20000, pp. 147-176.

A. F McC. Madden, “1066-1776 and All Thar: the Relevance of English Medieval
Esperience of Empire 1o Later Imperial Consticutional Iwsuey', in John E. Flint and
Glyndwr Williams. eds., Perspectives of Empire: Evayt Presented 1o Gerald 5. Graliam
(London, Longman, 1973), pp. 9-26.

5. Gordan Redding, The Spirss of Chimese Capiealions (Berlin, Walter de Gruyaer, 1990},
pp. 41-52,

Gary G Hamilvon, ed., Asidn Business Networks (Berlin, Walter de Gruyrer, 1996):
Ancan Ling Soctal and Culiral Bases of Corporare Expansion: The Formation of Busines
Gronps |fiten) in Taiwan' (Cambrdge, Mass., unpublished docionl diesis in Sociology,
Harvand University, 1995); Lisa A Keisier, Chinese Businens Groups: The Strwcrure and
Iimpt of Insevfivm Rebasions Duaring Eonwmic Development (New York, Oxford University
Press, 2000); Marie-Claire Bergére, The Golden Age of the Chinese Bowrgeoisie, 1911
1937 (1rans, by Janct Lioyd) (Cambridge, Cambridge Universiy Pres. 1986, pp. 140
186: and Wellingron K. K. Chan, “Tradition and Change in the Chinese Business
Enterprise: The Family Firm Past and Present’, in Clinese Studies in History, Yol 31,
Nos, 3-4 (Spring-Summer 1998), pp. 127-144.

Alired D, Chandler, Jr., Scale and Scope: The Dynamies of Iudustrial Capiraliim
(Cambridge, Mass., Belknap Press of Harvard University Press, 1990, pp. 1446, His
thesis on the case of American businesses can be truced from his rwo major eardier
works, Stnategy and Structure: Chapievs in the History of the American Ilwisrsal Enterprise
(Cambridge, Mass,, MIT Press, 1962); and The Visible Hundl: The Managevial Revolution
i American Bwiness (Cambridge, Mass... Belknsp Press of Hurvard Universivy T'ress,
1977,

Leslie [lannah, ‘Scale and Scope: Towards a Furopean Visible [Hand?', Busness FHinory,
Val. 33, Na, 2 (April 1991), pp. 297-309; Barry Supple, Scale and Scope: Alfred
Chandler and the Dynamics of Induserial Capitalism', Ecomomic History Review, XLIV,
No. 3(1991), pp. 500-514; Richard R. John, ‘Elaborations, Revisions, Dissenrs: Alfred
D. Chandler, Ies, The Vizible Hand afver Twenty Yean', Busiven History Review, Vol.
71, No. 2 (Summer 1997}, pp. 151-200,

Maomi R. Lamorcaux, Danicl M. G. Ralf, and Pever Temin, "Beyond Markers and
Hierarchies: Toward a New Synthesis of American Business Hissory', Narional Bureau
of Feonomic Research Working Paper 9029, [uly 2002, hopaiwww.nber.org/papers!
WO,

Mark Granovenier, 'Economic Action and Social Stencture: The Problem of
Embeddedness', e Awserican Jowrmil of Sociology, Yol. 91, No, 3 (November 1985),
pir. AB1-510: Brian Uzzi. "The Sources and Consequences of Embeddedness for che
Feonomic Performance of Organiztions: The Netwaork Effect’, in American Socialogy
Revtew, Yol 61, No. 4 (August 1996), pp. 674698,
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W, Mark Fruin, ‘Analyzing Pacific Rim Neoworks and Marketst An lnvroduction’, n
W Mark Fruin, ed., Neawrks, Markets, and the Pavific Rini: Studes in Strategy (New
Yorl, Ouford University Press, 1998), pp. 3=31; for the gquoration, see po*, This s an
obervation made by Fruin by summariing the findings of snother artice in thay volume,
Hiward E. Aldrich and Tomoaki Sakana, ‘Unbeoken Ties: Comprring Personal Busines
Merworls', in ibid, pp. 32-51.

For example, in bis recent comparative study of dhe adapracion of siv induserial
eorporations inw China's 'hetworked' society and business enwvironment, Sherman
Cachran has pointed out the inadequacy "o focus exclusively on eicher corporare
hierarchies or socil networks’. See Sherman Cochoan, Eveownrering Clinee Netioorks,
p. 182,

¥ Disin and W Chengming, com., Zhgeue Zibenzligi Fozhanshi [A histary ol
development of Chinese capicalismi, Vol. | (Beijing, Renmin Chubanshe, 1985), pp.
695=7 14,

See, for example, Du Xuncheng, Mivew Zibenghiiys yu fin Zhonggue Zlengfu (1840
1937} [Nationalistic capitalism and the old Chinese government (1840- 1937
(Shanglai, Shanghai Shehii Kexueywin Chubanshe, 1991)

Some recent studies have argued for the positive role of the stare in promoring economic
growth in modern China, see, for seample, Wang Yuru, Lio Foding. amd Zhang
Dangpang, Zhiely Blonighan yo Zhowgeus findui Gongyeliw — i Fhemgfit de Xingues
Fenxd wet Zlorgatn [Insinurional cansformadon wnd indusorializadon in modern Chima
— by focusing upon the analysis of government behaviour) (Xi'an, Shaanxi Kenmin
Chubanshe, 20000,

I would like 1o thank Profiessor David Faure for reminding me of this abservation,
Susan Manm, Looal Merchaurs and the Chinese Bureaneracy, 1750-1950 (Stanford,
Stantord University Press, 19870 William Rowe, Hankow;: Commerce anid Society it a
Chinese Crip § 7961889 (Sranford, Stanford University Press, 1984) Gary Hamilean,
‘Ninereenith Century Chinese Merchant Associations: Conspiracy or Comihination?’
Cleing-chih Wen-t%, Val. 3, Ne, B (December 1977), pp. 50-71.

Pavid Fawre, “The Lineage as Business Company: Parronaze versus Law o the
Development of Chinese Business', Second Conference on Madern Chineie Feonomic
Heirary (1} {Taipes, the Insiine of Economics, Academia Sinica, 1989), pp. 347-376.
Dionglass C. North, Serwensere and Ohange in Econamie Hisvry (New Yok, W, W, Noron
& Cow, 1981, ppe 201-202.

Diavidd Faure, “The Lincage as Business Company'; Elisaberh Kall, From Corron Mill 1o
Business Empive; the Emergence of Regional Ensevprives in Moadern Chvima (Cambridge,
M., Harvard Universicy Asia Ceneer, 20030 Sherman Cocliran, Enconnrering Clineie
Neswarks; William C. Kirby, “China Unincorporared: Company Law and Business
Enverprise in Twenierh-Cenmry China', ol of Ao Smadies, Vol, 54, No. | (Febrigry
1995), pp. 43-63; Zhang Zhangmin, fienman de Biangian: fidal Zhonggia Cangi
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Fhidu Yanpin [The serenuous mansformarion: 4 sudy of the compaily sysieni in modern

China| (Shanghai, Shunghai Shebyvui Kexueypuan Chubanihe, 2002); Linsun Cheng,

Banking in Madern China: Enmrepreneurs, Professiona! Managers, and the Development of
Chinese Banks, 1897-1937 (Cambridge, Cambridge University s, 2003); Shen Zuwsi,

ed., findai Zhongpio Qive: Ziidn be Fezhan [Modem Chince enicrprise: mstinigion and

development] (Shanghai, Shanghai Shehui Kexueviun Chubanshe, 1999} Wang Chubui,
Zhanggiss Jindal Qiye Zinzhs Xivigrai de Biangiani [ The ransformarion of the mode of
enterprise organteation in medern China| (Tianjin, Tianjin Renmin Chubanshe, 2001);
and Madeleine Zelin, Jonathan K. Ocko, and Robere Gardella, eds., Comtmict and Property
i Eirly Madern China (Srantord, Sanford University Press, 2004).

For these case studics, see Zhongguo Keveyuan Shanghai Jingft Yanjiusuo, Shanghai

Shehul Kexueyuan Jingjt Yanjitisuo, ods., Hengfeny Shackuig de Fabeng Fazhan yu Gtz

[The birch, development and iransformation of the Heng Foong Conon Manufciuning
Company| (Shanghai, Shunghai Renmin Chubanshe, 19581 Shanghai Shehui

Kexueyuan Jingji Yanjiusuo, eds., Daleng flgichang de Chansheng, Fazhan, he Gazzan
[The birth, development and transformation of the Oricnal Engineering Works)

(Shanghai, Shanghai Renmin Chubanshe, 1958); Shanghai Shehui Kexueyuan Jingii

Yanjiumo, eil., Shanghai Yongion trongi de Chaniheng, Fazhan he Gaican [The birth,

development and transformation of the Shanghai Wing On Company] (Shanghai.

Shanghai Renmin Chubanshe, 1981): Shanghaichi Fangahi Gongyeju. Shanghai

Mianfangzhi Gongye Gongsi, Shanghaishi Gongshang Xingzheng Guanliju, Yong an

Fangzhi Yinran Gongsi Shilisonu, eds., Yougan Fangshi Yinvan Gongsi | The Wing Oa

Tiexailes and Dyeing Company| (Beijing, Zhonghua Shiju, 1964); Xu Weiyang and

Huang Hanmin, Rongria Qive Fashandli [A hisiory ol the develapment ol the Rong

family’s enterprises] (Beijing, Renmin Chubanshe, 1985); Dashenyg Xivng Qiyeshi

Bianxies, Liaheng Xitong Qiveshi |A hissary of the Dasheng enterprie group) (Nanweng,

Jianggn Guji Chubanshe, 1990).

See Nankai Dasue lingjl Yanjiusuo and Nankai Dasve lingjisi, comp., Qe Vnghui
Cramgai Shilian [Sources on the history of the Chee Hiin Cement Compauy] (Beijing.

Sanlian Shudian, 1963); and see Zhongguo Kexueyuan Shanghai lingii Yanjmsuo,

Shanghai Shehiu Kexuevuan Jingsi Yanjusuo, comp.. Nanpang Xtongdi Yanius Gongsi
Shiltao (Documents on the Nanyang Brothers Tobaceo Ca.| (Shanghai, Shanghai

Renmin Chubanshe, 1958). The work wing Chee Hiin company documenns was
Albert Feuerwerker, ‘Indusirial Enterprise in Twenticth-Cenmry China: The Chee

Hsin Cement Co.', in Albert Feucrwerker, Rhoads Murphey, and Mary C. Wrighr

eds., Approvches to Maders Chinese History (Berkeley, Calif,, University of California

Press, 1967), pp. 304-341; an the Namyang Brothers' Tobacen Ca., see Sherman

Covhran, Big Buciness i China: Sino-Foreign Rivalry in the Cigareire Induery, 1890~

1930 | Cambridge, Mass.. Harvard Universiy Press, 1980],

32 Xu Weiyang and Huang Hanmin, Rongie Qive Fathuma, pp. 32-33.
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Shavghai Yong'an Gongst de Chansheng, Fachan be Gafzae, pp. 7 and 10-16. In his
receny arricle which detailed the history of the Guo family’s businesses, Yen Ching:
wang also made the same observation. See Yen Ching-hwang, “The Wing On Comipany
in Homg Kang and Shanghai: The Case Swdy of Modern Overseas Chinese Enterprise,
L907-1949", in Zhoughua Minguo Janguo Bashindan Kueshu Taolunjt Bianjt
Weiyuanhui [Edicorial Commiriee of 'rocerdings of Conference on Eighry Years History
of the Republic of Chinal, comp., Zhmghua Minguo fangio Barhinian Xueibu Toobingt
[Proceedings of Conlerence an Eighty Years History of the Republic of China, 1912~
1991], Val. IV (Taipei, lindai Zhangguo Chubanshe, 1991), pp, 77-117.

Shesman Cochran, Big Busines in China, pp. 56=57, 96=100,

Marie-Claire Bergere, The Gulden Age of the Chinese Bourgeaiste, 191 1-1937, p. 141,
Prafessor Hanvashita Takeshi made sich an abservaion in a presentation lar the Souh
China Research Cirele vn 3 May 1992, in Divislan of Humanides, Hong Koug
University of Science and Technology, titled *Cong Zhangbu kan Zhongguo Wenhus
(From account books o see Chinese culeure), tape-recording cranscriprion by Kai Yiu
Chan far the South China Research Circle,

Leslic Hannah, The Rize af the Conpanare Eoanmny, 2nd ed. (London, Methuen, 1983),
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O the wartime economy and business, an imporcant subjece in s own righe, e bas
been a focus of mainkind Chinese schakirship, see Sichuansheng Zhanggun Jingjishi
Kuchui, comp., Kawgzhan Shiyi de Dahonfimg Jingi [The economy of the unoccupied
areas during the War of Resistance period] (Chengdu, Sichuan Daxoe Chubanshe, 1989
I Taang Liven, Kawghan Shige Dabaifusg fmgrichi Yanfo [The sy of economic history
in the rear area in the resiscinee war against Japan| (Beijing, Zhonggue Dang'in
Chubsnshe, 1998}, A recent sty by Packs M. Coble, Tr. alser atrempts 1o samine the
impact of military occuparion in the Lower Yangsi region, sec Parks M. Cable, Jr.,
Chinese Capitaiioes in_fupand New Qvder; The Occupied Lower Yange, 1937-1945
{Berkeley, Calif, University of California Press, 2003).

Frr the Shanghai Municipal Archives, see Shanghaishi Danglanguan, comp,, Shanghaiihi
Danganguan fianming Zhinan |A concse directary of the Shanghai Municipal Archives|
{Beijing, Dangan Chubanshe, 1991), pp. 429-455,
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David Faure, “The Lineage as Business Company: Parronage versus Law i the
Development af Chinese Business , Secomd Conference on Modern Chinese Econamic
Hisrary (1} (Taipei, the Instivare of Economics, Academia Sinica, 1989), pp. 347-376.
Yen-p'ing Hao, {he Commercial Revnlution in Nineteenth Century China: The Rise of
Siner-Weseern Meveannile Capivalion (Berkeley, Calif., University of California Press.
1ORGY, pp. B0 alio see Abang Guahiod, Win Qing Qisnzlnang be Pisoluro Yanfiu
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See dhie prafic-and-loss accounst of Licu Oug Kee tar 1932, in LHZD, 12-032,
See the accounting record of Licu Ong Kee's ssers for 1932-1933, in LHZD, 12-01 |
See the anoual balance of the Banking Department of the China Development Bank
L932-1942, i Zhongauo (ive Yinhang, 1931-1950 (LHQZ-SASS), p. 142,
Sec the prafic-and-loss account of the Banking and Savings Deparements of China
Development Bank asar the end of Janwry 1933, in LHZD, 102010,
The amount of ‘deposits in other banks” by the cod of 1932 was 1 831 264.48 yuan,
Wirh 2,5 percent per annuin interest rate, the Rgure of 3815 yuan of intérest for January
1933 i obralned by:

1 831 26448 2. 0.025/12 = 3815.13
For the amounr of ‘deposits in other banks', see the annual balance of the Banking
Department of the China Development Bank, 1932-1942, in Zhongguo Ciye Yinkhang,
19341950 (LHQZ-5ASS), pp. 142-143; for the intercat rate on these deposis, see
the monthly report of the Banking Depariment of China Development Bank as ar the
end of July 1933, in LITZD, L0-010.
For the figures of 1931, see the annual fnandal analyses and the audinor’s report ol
Licu Ong RKee, 1932, In LHZD, 12-032; for 1936, sec Xu Yongeiio's auditing reporton
Lieu Ong Kee for the vear 1936, dared 14 April 1937, in LHZD, 12-030.
See the vwo documents in the previous foornoe,
By the end af 1936, China Development Bark hada ner credit balance off 1.1 maillian
yuan of freed loans o Lieu Ong Kee, while the roral amount of fed loans was 2 368 000
yuan. See the annual financial repore of Licu Ong Kee for 1936, in LHZD, 12-018,

Chapter 8
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On the case of the Rong brathers, see Xu Weivong and Huang Hanmin, Romgria Qive
Fazhanshi |A history of the develapment of the Rang family's enrerprises| (Beijing,
Renmin Chubanshe, 1985), pp. 30-32, 119-125; and Kai Yiu Chan, "Rig Business
Firancing in Modern China: A Case Study of the Flour Milling and Conon Tesrile
Frterprises of the Rong Brorhers, 1901-1936' (Hong Kong, unpublished M.l thesis,
History Division, Chinese University of Hong Kong, 1992), pp. 110-129,

On the Gua family, see Shanghaishi Fangehi Goanyeju. Shanghat Mianfing:hi Gongye
Gongsi, Shanghaishi Gongshang Xingzheng Guanliji, Yong'an Fangehi Yinran Gongsi
Shiliavan, eds., Yougion Fangzhi Vinvan Gengsi [ The Wing On Tesriles and Dyeing
Company| (Beijing, Zhonghua Shuju, 1964), pp. 1-31, 128-133: Shanghai Shehui
Kesueyuan Jingji Yanjinsua, comp., Shanghai Yongan Gangi de Chanheng Fazfun ban
Criaizan [ The Formarion, development and reform of the Shanghai Wing On Campany|
(Shanghai, Shanghai Renmin Chubanshe, 19811, pp. 1-21, 63-83, 122-132;
Wellingron K. K. Chan, "The Origins and Eary Years of the Wing On Company Gronp
in Australia, Fiji; Hong Kang and Shanghai: Organisacion and Straegy of a New
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Encerprise’, in Rajeswary Ampalavanar Brown, ed., Chinese Business Enterprise in Asia
(London, Rousledge, 1995), pp. 80-95.

Sherman Caocliran, Hig Buiiness in China: Sino-Foveign Rivaley in the Cigarette Indusiry,
1890- 1930 (Cambridge, Mass., Haevard University Press, 1980); on the sclling of
MNanyang shares 1o outsiders in the carly 1930s, see paricularly pp. 196-197.
Elisabeth Kobl, Frone Corsan Mill 1o Busines Empire: the Emergenie of Regiimnal Enterprive
in Modern China (Camibridge, Mass., Harvard University Asia Center, 2003, p. 284.
Thid., pp. 158208,

Gun Daoyang, Zhanggwo Kuaifi Shigas, Xiace [A drafied history of Chinese sccountng,
Voluoe 2] (Beifing, Zhongguo Caicheng Jingji Chubanshe, 19881, pp, 15-19.

A velared discussion on the Dasheng Cotron Mills in Nantongg can be found in Elisabeth
Kill, '‘Controlling Modern Business in China: The Da Sheng Enterprise, 189519267,
Joicrnal of Asian Business, Vol. 14, Na. | (1998), pp.41-56; also by the same auchor,
Faom Cotton Mill 1o Businers Empire: the Emergence of Regronal Entevprises ey Meoriern
China, pp. 123-157.

Lis's s, his biographers, and scholars who had caralogued his archives inade no
reference to the ending of the accounts offfice inell, except that the fonmer rwo mentioned
in details abour the bt days of his in Seprember 1956, while the later mennioned the
beginnitg of caraloguing Liu's papers in Naverber 1958. Sce Lin Nianzhi, Shiyejia Lin
Hongsheng Znantue |A biicf biography of the indusirialist Liu Hongsheng] (Beijing,
Wenshi Ziliao Chubanshe, 1982), pp. 116-126: Zhang Qifu and Wei Heng, Huochai
Dawang Line Hongaheng [The king of marches Liv Hongsheng| (Xinxiang, Henan Renmin
Chubanshe, 1990), pp. 235-239; LIIQS.1, preface, pp. 1-3; Shanghai Shehui
Kexueyuan fingji Yanjinsuo Zhangguo Qiyeshi Ziliao Yanjio Zhangxin, comp., Zhangguo
(iyechi St Zilkian Mud ya fianfie |Cavslogue and inoeeduetion of micrafilm materials
an Chimese Enterprise History) (Shanghai, Shanghai Shehui Kexueywan [ingi Yanjinsoe
hongguo Qiyeshi Ziliao Yanjiu Zhongxin, 2002), pp. 5-6, 212, However, | found
that the sy entry in the aceoums office’s assers book dated 21 February 1956. It might
have been run wiil thar yeae Far the assers hook, see LHZD, 12-010, p. 127,

I the lave 17105 and early 1926k, for instance, Lis had been 3 member of the Shangha
(General Chamber of Commerce, nepresenting of the KMAs Shanghai Agent. The earfiest
recond | found was 1916, sec the fist of memben of the Shanghai General Chamber of
Cammerce, in Zhang Huanzhong, Shanghai Zong Shanglui Yanjiu (1902-1929) (A
study of the Shanghai General Chamber of Commerce (190219291 (Chung-ho Gy
Taipei Couney, Zhishufang, 19961, p. 391.

For instance, in 1922, after Liu became the general manager of Shanghai Cement, he
changed his membership by representing his own company. Shewbas, 16 Scprember
192

. Onothe impace of the currency and banking reforms in China, see Arthur N. Young.

Chinaty Noation-Ruileding Effors, 19271987 The Financial and Economte Record (Stanlond,
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Hoover lostrution, 1971), pp. 216-285; fora bricf account ol die governimene’s coneeal
over the banking secror and the currency reform, see Parks M. Coble, Ir, The Shangha
Capivalises angd ehe Nuttonalie Governmens, 19271937 (Cambridge, Mass.. Harvanl
University Council on East Asian Studies, 1980), pp. 172-205.

PFor an atempr w investigare che impact of the war on Chinese businessmen, see Parks
M. Coble, Ir., Chitiese Capiralists in fapant New Onderi: The Greupied Lower Yangsd,
19371945 (Berkeley, Calit., Unversity of California Press, 20030
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