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The Merchant—managed Railways i the

Late Ch’ing Period

(A Summary)

Han-sheng Chuan and Ho Hon-wai

especially the redemption: of the Canton-Hankow Railway from the American China
Development Company opened the way for the trend of provincial merchant-managed
railway companies one after another.

Roughly speaking, the capital raised by those companies came from two sources:
1) commercial funds, ie., shares bought by the people, and 2) compulsory public funds.
The latter took the form of surcharge of land tax, imposition of additional likin on some
commodities such as rice, tea, porcelain, cloth, opium, indigo and paper, new taxation on
stamps and house rentals, increase of salt price, proceeds of lottery, and coercive contri-
butions from the people. The amount of capital raised during this period (1903-1911)
can be tabulated as follows:

Table 1 Capitalization of the merchant-managed railway companies (in taels)

Names of railway companies / Percentage
Szechwan . ~ 27.57(+)
Yunnan-Szech 2,924,010 4.63(+)
Hupeh .... . 1,523,385 241(+)
Hunan ...000 o i e 5,350,853 8.48(—)
Kwangsi .........ccoiiiiiiniannn. 1,000,000 1.58(+)
Kwangtung ...........cooiivinnnnn. 14,100,607 22.34(+)
Swatow-Ch’aochow ................. 2,178,626(+) 345(+)
Hsinning .....ovvvviiiennnnnnnnnn. 2,335,284 3.70(+)
Fukien ..., 1,248,418 1.98(—)
Chekiang .........cciiiiiiiiiia., 6,662,941(+) 10.55(+)
Kiangsu ......c.ooviiiiiii.. 2,951,075(~) 4.67(+)
Kiangsi ......cooviiiiiiiii. 1,459,341(+) 231(+)
Anhwei ................. e 860,540(—) 1.36(+)
Chefoo-Weibsien ................... 396,000 .0.63(—)
Tientsin-Pukow .................... 400,000, - 2.22(-)
Lo-T’ung o £ 1.62(+)
T’ung-Pu 0.46(+)
Hsi-T'ung ..

Total Amount ................. 100.00
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From this table it can be seen that Kwangtung, Chekiang, Kiangsu, Szechwan and
Hunan altogether had subscribed 73.62, of the total amount. Why did their achievements
differ so greatly from other provinces? The answer is not difficult to find. Kwangtung,
Chekiang, and Kiangsu are maritime provinces where foreign trade prospered. People of
these three provinces have had a higher living standard as a result of the emergence of
Hong Kong and Shanghai as the most important ports of China. The percentage of
foreign trade they handled ranged from 41.6 to 29.19 in 1899-1913 and 53.6 to 44.329,
in 1900-1910 respectively. As a consequence of overseas emigration, Kwangtung had a
further advantage over other provinces. Large amounts of over  Chinese remittance
were channelled into this province annually. The investment ofoverseas Chinese played
a very important role in the provincial railway enter Kwangtung. Unlike other
provinces, Kwangtun Chekiang andKiangsu did not-have to rely on compulsory public
funds. Under these ‘ sta : : mparatively free from the bureaucratic
interference which ed to be more a hindrance than a help in the fund raising
compaign. \

In Szechwan and Hunan, because of their land-locked geographical setting, foreign
trade had not developed so greatly as that in Kwangtung, Chekiang and Kiangsu.
Besides, Szechwan and Hunan were often under the sway of mandarins and could not
have the same autonomy in the management of railway affairs as the above-mentioned
provinces. How could they raise so large an amount of capital to meet their requirement?
The answer lies in the fact that agricultural productivity is extremely high in these two
provinces. Subscriptions out of rents were set up in both provinces and a special levy on
the export of rice was collected in Hunan alone. As compared with those in Kwangtung,
Chekiang and Kiangsu, capital subscriptions in Szechwan and Hunan were not meagre.

On the other hand, most provinces were not so favorably situated as Kwangtung,
Chekiang, Kiangsu, Szechwan and Hunan, and their capital raising' was disappointing.

Did the merchant-managed rallwayi_compamest co greatly to the railway
development of China ‘ f the revolution of 1911,
only 1,482 li were i, and the result of capital subscription
was far from satisfacto

of 'the f:,grgjectéﬂ

Table II'- Companson of the /i being built with the projected /i in the
merchant-managed railways

Names of railways li being built Projected li Percentage
Szechwan ..................... 30 2,300 1.30(+)
Yunnan-Szechwan .............. —_ 700 —
Hupeh ........................ — 1,560 —
Hunan ........................ 105 1,370 7.66(+)
Kwangsi ...................... — 306 —
Kwangtung ....... e 193 408 47.30(+)
Swatow-Ch’aochow ............. 76 76 . »100.00
Hsinning 90 L 182.22(+)
Fukien ...................... 56 0 66.22(+)
Chekiang .. ... o3 S1F e 220.94(+)
Kiangsu 123.07(+)
Kiangsi 44.16(+)
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Names of r; 1i being built Projected i Percentage
Anhwei ..., — 280 —
Chefoo-Weihsien ............... — 720 —
Lo-Tung ......... ... ... 60 370 16.21
Tung-Pu ... il 15 110 13.63(+)
Hsi-Tung ..................... — 300 —
Total ......ccovviiiiinnnn. 1,482 8,924 16.66(+)

Names of Railway |. Projected Capitalization| Actual Capitalization (4) as (4) as
Companies : o (in taels) (in dollars)| (in taels) (indollars) | Percentage | Percentage
’ (in taels) of (2) of (3)
(1) (2) (3) (4)
Szechwan 73,000,000(+) 17,400,000 23.84(~)
'Yunnan-Szechwan 24,000,000 2,924,010 12.18(+)
Hupeh 76,000,000 36,000,000 2,040,459 2.00(+) 567(-)
Hunan 14,300,000 5,350,853 37.42(~)
Kwangsi 30,000,000
Kwangtung 20,000,000 19,584,176 97.92
Swatow-Ch’aochow 2,500,000 3,240,000 129.60
Hsinning 2,500,000 3,243,450 129.74(=)
Fukien 6,000,000 1,733,915 ) 28.90(-)
Chekiang 6,000,000 5 154.23(+)
Kiangsu 6,000,000 40.99(—)
Kiangsi 7.29(+) 29.19(—)
Anhwei 430(+)] 2151(+)
Tung-Pu 2 ,000,000 202,421 1.46(+) 14.62(+)
Hsi-T'ung : | 4,000,000
Lo-T'ung A 15,000,000 1,540,000 10.26(+)
Tientsin-Pukow? 7,000,000 1,400,000 20.00(—)

t (for Chihli section only)

Why were the performances of the merchant-managed railways so discouraging?
The answer to this question can be sought from three dimensions. First, unlike those
industrialized countries, national income was low in China, so disposable money for railway
construction was scarce. And what is more, after the Boxer Uprising, more than one
third of the national expenditure was spent on the payment of foreign debts and indemnity
annually. The ordinary people had been taxed to the utmost, so they had no surplus
savings to buy railway shares. Secondly, most of the executives of:the provincial railway
companies were so parochial and selfish that they hm no inter- reglonal co-ordination. As
a result, the rallway constructlon was ‘slo Wed“wdowp, and the enterprise was never put
on a firm base. Lz ‘ the. i&mﬁém of the personnel of the companies.
Railway management ls a smence of busmess administration, but the majority of the
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executives of the provincial railway companies came from the gentry class, which lacked
the business acumen necessary for tackling their existing problems. What they cared about
was only the aggrandizement of their personal wealth and power. Inevitably, corruption
and personal strife became prevalent. The embezzlement of over two million taels by
Shih Tien-chang Mgt # , the business representative of the Szechwan railway company in
Shanghali, is only one of the most notorious examples. In Kwangtung, despite the fact that
capital had been duly subscribed, little progress was made on account of personal strife.
Moreover, nepotism prevailed as most of the staff in the organizations were sinecurists.
Extraordinarily high costs of construction and operation were natural reflections of such
phenomena. Consequently, the price of the shares collapsed. :

In contrast to the stagnation and confusion of .the mercha tmanaged railways,
the two national railways, Pekmg-Hank w. and Pekin ~made noticeable success.
In this way, many i i ; reconsider its former stand
in promoting the of m anaged railway companies. Even Chang
Chih-tung, once a - sta nch patron of the provincial railway scheme, now reverted his
former stand and had recourse to foreign loans for railway construction. After reviewing
the memorial of Shih Ch’ang-hsin A £ 1§, the supervising censor, the Ch’ing government
announced that it would nationalize all the trunk lines within the country in 1911. This
was against the interest of the gentry class, especially those of Szechwan, who had vested
interest in the railway building scheme. The dissenting voice was not heeded by the
government. On the contrary, the latter intended to suppress the opposition by force,
and this led to the revolution of 1911.

As with other new measures implemented in the late Ch’ing period, the merchant-
managed railways only swelled the purses and influence of the gentry at the expense of
the peasants and common people. In the provincial railway fund raising movement, the
peasants were forced to donate most, but few fruits could they share. It is no wonder
that they felt they had been victimized. Once their indignance :burst, it was like the
eruption of volcanos that would cause great harm. d, to a great extent, the
ubiquitousness of social dlsturb was related to _the  hostility of the peasants toward
the abusive measure ovincial railway companies as in the case of Shensi.
Sometimes, even the’ ng government was ready to make concessions to the peasants
and would put a stop to ‘those irrational and burdensome measures initiated by the
provincial railway companies.

To raise more than sixty million taels within so short a span of time is certainly
not an easy task, especially for a country which was on the verge of bankruptcy. It is
equal to 75.579% of the average annual revenue (83,500,000 taels) from 1884 to 1894,
or the annual disposable income of 12,000,000 persons in the same period. Ten large
iron works with capitalization comparable to that of Hanyang could be established if this
amount had been invested in the building of iron and steel industries.

In conclusion, though the merchant-managed railways proved unsuccessful, its
historical significance can hardly be underestimated.




