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Comment on Zhao Baofu’s Research on Piaohao
of the Review of Business Credit and Brand Value

China developed a sophisticated industrial and commercial economy
as early as the Song dynasty and the economic history of China
since that time has involved various efforts to establish systems for
providing credit to businesses and to arrange transfer of payments
that ultimately could be redeemed in metal currencies ( silver, cop-
per) . The piachao system of banking and credit was a major effort
of this kind developed beginning in the early 1800s and continuing
on well into the twentieth century. The success of this institution
depended on many factors that affected the reputation of a particu-
lar piaohao but the character of the owner/manager and the capital
base of the institution were of particular importance. A major com-
plicating factor for the piachao institution was is relationship with
local government officials that could sometimes enhance the deve-
lopment of the piachao but could also cause it financial stress. Dr.
Zhao Baofu has writien a carefully researched study of the history of
the rise and fall of the piachao institution over the past 110 years.
He analyses the underlying strengths and weaknesses of the institu-
tion as it evolved over time and also analyzes how it differed from a
modem financial institution. This study is a valuable contribution
to our understanding of the pre — modern development of financial
institutions in China.
Dwight H. Perkins
Harvard University
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