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In the last decade or so, many writers have toeekplain the post-World War Il industrializatiohast Asia. Most writers focus on what might blech
"country studies." Specialists in one East Asiamntry or another examine the country of their etiperand try to account for that country's indadization.
A few of these country studies emphasize the rotulbure, a larger number the role of unfettereathet economies, and a yet larger number--the clear
majority--the role of East Asian states in creatimg Asian miraclegl) Most of these country studies end with a pronoomes# that the favored thesis may
be generalizable to other East Asian cases andbpogscases throughout the developing world al. u@

A smaller, though still significant, number of veris develop what could be called "comparative sgitliThe standard approach, common to at leastouine
of ten of these studies, is to test the generaliabf a favored thesis by examining several dmigss, one or more of which is East Asian. The stimee
perspectives--culture, economy, and politics--pneidate in comparative studies as in the countrgtist) and in roughly the same proportit®).The usual
conclusion to these comparative studies is to amr®that the thesis is indeed generalizable--fbainstance, the state is important in all cadesuocessful
industrialization (4)

As informative as these studies often are, thayoes fundamental error in explaining Asian indasization. Scholars doing both country and corafige
studies make the assumption that each countryit@estone independent casgLike individuals lined up in row--some big, sommead|, but all

autonomous and self-contained-- Japan, Taiwanh3¢artea, Hong Kong, and Singapore, as well adalbther countries in Southeast Asia, are all asdum
to be independent cases, each requiring a sepaalnation for their successful industrialization.

Using this line of reasoning, proponents of bothrapches begin with the presumption that nationehhdaries constitute autonomous units and that the
causes for something that occurs within a givemsbbundaries in a given time frame are neceysamlogenous. Thus the following logic applies: In
Country X at Time 1, there is no industrializatibogt in the same country at Time 2, industrialmatis present; the causes for that case of indliz#iion
must have occurred internally and after Time 1ngshis logic, writers examine the interval betweernindustrialization and successful industrialmato
discover what new factors were introduced that @agicount for successful development.

It is, therefore, logical that many writers shoatddit the Asian states for the Asian miracleshiinterval between World War Il and the preseng of the
most apparent new features of the region is theganee of new governments. These new Asian stegan@deled after strong Western states; they have
constitutions, legislative bodies, court systeraagérs chosen through prescribed procedures, eledrly delineated administrative structure thattams at
least one ministry devoted to economic planningiemaementation. Examining these states, many wgrideserve that they use strong-armed tactics to
eliminate internal opposition and do not alwaysydihe constitutionally prescribed procedures fomt@ning and transferring powé) They conclude that
the states are authoritarian and that authoritsriacan move entire societies toward economic pgaals. A label first applied to Latin Americamigs--the
Bureaucratic-Authoritarian Industrializing Regim@&AIR)--is thought to fit the Asian cases bégtThe more authoritarian the state, the more likiedy
industrialization will occur. Because Asian staes more industrialized than Latin American statesn, ipso facto, they must also be more auth@ii@s)

Assuming that national boundaries define the waith that exact temporal dimensions bracket the togbe explained, then one can muster a lot gbatip
for the strong state thesis. The same argumenigthoot with the same persuasiveness, can be roateefeffects of "strong cultures" or for the éstgth of
free markets." All these factors, singly or in cangbion, work endogenously to produce the indulstirgansformation.

States, markets, and cultures are indeed impartaxplaining Asia's economic transformations, thetassumptions that states are autonomous and most
appropriate units of analysis and that the postit\ar Il period is the correct time frame withirieh to explain Asian industrialization do not holpl

under close analysis. In this essay, | argue thatéSe capitalism is not confined so preciselyefingd temporal and geographical boundaries artd tha
Chinese and Japanese capitalism differs in neegly eespect.

Let me start by locating geographically what | mbgrOverseas Chinese capitalism, and then in agadeguent section | will contrast a dimension of
Chinese capitalism from that found in Japan. | &finthg Overseas Chinese as all Chinese who déveotvithin the People's Republic of China. Theitop
of investigation in this chapter is economic atyivindertaken by the Overseas Chinese in thosédasavhere they live in the greatest concentrafioisuch
places as Hong Kong, Singapore, and Taiwan, asaswéfl the overseas Chinese communities that aeadphroughout the Pacific rim and are particylarl
concentrated in Southeast Asia.

By every measure, the economies of Taiwan, HonggKand Singapore are industrial and capitalistangiKong and Singapore are world-class cities
second to none in their modernity and their prarfiéntation, and Taipei is approaching the sameldevf only a bit more slowly. The hinterlandstbése
cities--in South China, in Malaysia and Thailanad ghroughout Taiwan--are filled with factories.eTplaces bubble with industry. Extrapolating frdra t
latest GATT report, | would calculate that the thoeuntries dominated by the Overseas Chinese-afaildong Kong, and Singapore--contribute almost 6%
of the world's total trade, but only contain 1/216b of the world's populatiof®) These countries produce clothes, radios, telexssishoes, computers,
bicycles--so many items that one can hardly enutaénam.

Although these areas have industrialized, are ttheyproducts of Chinese capitalism? To answerhéstion is the purpose of this paper. The answer,
however, is not an obvious one. On the world mapy@n, Hong Kong, and Singapore are easy to lobateChinese capitalism is, | believe, less easy to
locate, because it is not readily confined to atimhistory, to a place in the world, or even toetvwe might think of as a capitalist mode of pridn. In
this chapter, | want to discuss these ambiguityesutlining the temporal, spatial, and organizaiatimensions of Chinese capitalism. In the coofsay
discussion, | will show the weaknesses of whatveHabeled the "country studies" and "comparatiudiss" approaches, and | will suggest a more
historically grounded alternative.



Chinese Capitalism in History

Most people would date the development of moderiné&se capitalism from the post-War World Il peri@srtainly, it is from this period that the three
Chinese NICs--Hong Kong, Singapore, and Taiwangaheheir industrial development. But the assigrtroéthis beginning point ignores two facts. Fiitt,
ignores the fact that the groundwork for this depeient had been laid long in advance. The Chinese already "capitalistic,” that is profit-orientedthe
private sector, well before the skylines of HongwgpSingapore, and Taipei became dotted with skpsrs; these cities are the outcomes, not the sanfse
Chinese capitalism. Second, the actual industaitdin of these countries was not an isolated phenom occurring only in that corner of South Chanal
Southeast Asia, but rather was set in a rapidlgldging capitalist world economy that produced ecoic changes in many other societies. As | dematestr
below, the formation of Chinese capitalism canretibderstood apart from the dynamics of the glebahomy, because--and | want to emphasize this
point--Chinese capitalism is not a domestic caipital is not a product of indigenous economic growtlt rather is integral to world capitalism itséfis a
capitalism born not of industrial might but of comrtial success. In a word it is commercial caitali10)

It is this lack of a pattern of indigenous growhiatt makes Chinese commercial capitalism such aivelphenomenon. Many interpreters of East Asia's
recent history have argued that there was no digpitalevelopment in late nineteenth and earlyntieth century China, thereby giving the post-Whdr

Il date substantial credence. In fact, it is corieeral to argue that, whereas Japan industriaiizele late nineteenth and early twentieth centGtyina
remained economically backward. This is a stanttaslis that many scholars have offered, includiragidh Levy, Norman Jacobs, Immanuel Wallersteim,
and Francis Mouldgn.1)

The Japan/Chinese contrast is central to the entegpretation of modern Asian industrial devel@mi The point of this contrast in economic terftasags
dwells upon the obvious and early industrial cayaafi the Japanese, particularly in heavy industréeich as in iron and steel, and in the relatedyats that
come from these industries, such as ships, tramsautomobiles, and the lack of these industni€zhina. With these industries, so the interpretegjoes,

the Japanese developed modern armies and naviegdhavars against the Chinese in 1895 and agtiadRussians in 1905. By contrast, the Chinese did
not do so well in the obvious ways. While it isdrihnat the Chinese developed some heavy state-owreedhant-run industries in the nineteenth century
these industries were not particularly succegsfjland besides the Chinese lost every war they fouightan outside power from the time of the Opium
Wars in the 1840s until World War I, and even titemas outside circumstances that defeated then#esma13) Based upon these obvious comparisons, the
Japanese industrialized and the Chinese did not.

But if we take another look at these "obvious" cangpns, we may find that they are not very peiisadsecause the time frame is too narrow and the
definition of capitalism too rigid. If we would malexactly the same comparisons today, that of indusapacity based upon heavy industry, we would
reach nearly the same conclusions: Japan is astipower, whereas Taiwan, Hong Kong, and Singapre relatively undeveloped. The three Chinese
countries do not have much in the way of heavysiviles. But does that mean that today they notsimi@lized or capitalistic? This is, of course, semnse.
Today, Hong Kong, Singapore, and Taiwan lead thedweaith the highest percentage of manufactureesgo total output. Even so, it is still truettha
none of these countries make a car for exi@jtChinese-dominated areas in the world economyatrehraracterized by heavy industries; rather, by
comparison, the Chinese specialize in small andunedized industries. These modest sized factangse consumer non-durables--products such clothes,
shoes, TV sets, calculators, computers--manufatitems that fill houses throughout the United &atnd Europe. Economists know that one cannot
compute a country's rate of economic growth an@N$ based upon only the developments in one oirtdigstrial sectors. Why then should historians and
sociologists, with their comparisons between Japaaed Chinese economies, implicitly do that ferrimeteenth and early twentieth centuries?

Even if we would take all the sectors into accothm, historical comparison between Japan and Ghindd still be clouded by the political dimensi@hina
neither won its wars nor developed a successfitiggoleconomy, and therefore, failed, so the judgtrgoes, as an industrializing society. Is palltmwower,
in the form of a strong state in war and peaceessary for or even synonymous with capitalist dgwalent? As | mentioned earlier, in the literatune o
economic development, most writers confidently dade that centralized political power and capitadisuccess are causally interrelates).Indeed one can
list numerous examples where the two are integ@)diut can one not also envision successful fafmeapitalism without a state structure and witheit
integrated political economy? Let me submit thain€se capitalism is such a case.

Consider again the two Asian cases--Japan and @htha late nineteenth and early twentieth ceatuWhat we see in this contrast is not the presehc
capitalism in the one and absence of capitalistherother. Rather, | would argue that we see tiferént versions of capitalism that emerge moriess
simultaneously with the opening of these econotaegobal economic and political influences. Theame two versions of capitalism have become very
important in the late twentieth century.

On the one hand, Japanese capitalism was largehdarenous economic development--a product otipalieconomy--that the Japanese consciously cteate
through borrowing industrial technology and ecormorganization from the West and adapting and irefithese social and scientific inventions to tbeia
and economic conditions existing in Japgas).Recent research in Japan suggests that Japafiesdsodelected this course of action by recogmjzheir own
limitations vis a vis their chief opponents in Adilae Chinesél7) The Japanese determined that they could not he&hinese at their own game of being
Asia's chief merchants, and so they began to deweternally, by promoting industry. The Japandigesehad sufficient control over the other growpthin
society to mobilize and then to channel the rapitiignging economy in the late Tokugawa and Meijiogls (18)

The Japanese elite also had the support of botbgeaka and Meiji regimes. These regimes, howevdrndi serve as a strong, authoritarian gteeThe
Japanese emperor was a powerful symbol but a waiicgl force. The imperial presence provided @pof unity, a source of legitimacy , but not ante
of authority. So apparent is Japan's centerlesshas&arel van Wolferen called Japan a "statetles®n" and governmental power "elusiye0) Staffed by
upper-class bureaucrats, the state apparatus becsiteeto resolve disputes among different segsnargociety, including the various factions wittte
elites. As Richard J. Samuels put it, the Japastase "does not dominate, it negotiated)'The combination of state and elite forces promatednsciously
designed and well-implemented political economy tixas created to achieve industrialization throagttrategy of decentralized political control and
sponsored development of the productive forcesimvttie domestic economy.

In Japan, during the nineteenth and early twentettiuries, the primary carriers of capitalist depment grew to be cooperating coalitions of péditiand
economic elites. Japanese capitalism was not tiames a merchant class, although a few merchgatscipated in the elite coalition. Nor was Jajsgne
capitalism a creation of the peasants, althougbgrea certainly changed their productive and lalbgputs drastically. By comparison with the Chinease,
Japanese capitalism is a creation of political eoon of a mutually reinforcing system of governnaicbntrols and elite privileges. In a very shatipd,
the Japanese were able to shift from small scaléystion of handicraft goods to large scale pradaabf industrial products, and from small facterte a
hierarchy of bureaucratic corporations organizéd @onglomerate networks known as zaib&egi.

There was a rapid circulation of elites in theyep#riod of industrialization, and there were cdasable changes in the nature of social mobility elite



groups, moving from privilege based upon hereditgrivilege based upon educational achievementethefess, Japanese society was and continues to be
fundamentally a society dominated by elites. Thanemy is also elitist. Even today, sixteen congl@teebusiness networks--including Mitsubishi, Mitsu
Sanwa, and Toyota--have a ratio of total non-fiersales to GNP of 82%. They employ over 20% efttital workforcg23) From the outset, Japanese
capitalism was a powerful, indigenously develoed] politically bounded form of capitalism, and eens so today.

Chinese capitalism historically, as well as in phesent, was nothing like this. Chinese capitatissts on very different political, economic, andiab
foundations. It was not and is not today an eld@eda capitalism, and it does not rest upon anaixpblitical system. The carriers of Chinese g have
been heads of households. These people were pgas@nthants, artisans, and occasionally schakeg;were not organized as distinct classes oflpeop
but rather they were family heads that moved imi @ut of these ambiguously-defined political andr®mic roles. Chinese capitalism rests largely on
family enterprises and uses consanguineous rettijos as the organizational medium for the econ@ayin other words, it is not an economy organized
through institutions controlled directly by thetsta

This household-based economy nurtured a distinébira of enterprise structure. Because Chineséhlgn®lationships cannot mobilize many people for
very long, Chinese enterprises have usually beetl amd without a separation between family anch {25) If family businesses were really successful, the
firms, like the households of prominent scholarsyglarger as more relatives and employees weheded into the expanding circles of household membe
Huge businesses, however, were the exception, ecaost wealthy businessmen did not try to creagget and larger horizontally or vertically intetgih
firms. If they remained economically active ateald did not retire to the countryside, as so maagltivy businessmen did, they invested in extensive
networks of small and middle sized firms, ofteneravg several areas of business.

The reasons for this strategy are several. Theréeson is the effects of kinship systems upopislgebusiness practicégs) Japanese kinship rests on the
centrality of the stem family (ie) and upon thegie of primogeniture. In contrast, Chinese kipstaists on the importance of the patrilineage awhu
partible inheritance, with each son receiving amatghare of his father's estate. If the fatherkedito create a single large business, it wouldsiroertainly
be broken up and the assets divided (fenjia) afsedeath. A more reasonable strategy would b&atbrsultiple small businesses that would be didigeact
among the sons after the father's d¢2thThis inheritance pattern is reinforced by an totinalized system that creates economies of seatérom
individual firms, but rather from networks thaténtonnect firms. Business men and women use tteta@rks, based on reciprocal relationships (guanxi
networks), to raise investment capital, to seceentecessary labor, to manufacture products, adidttibute commoditie&8)

This form of economy, composed largely of small aretlium sized family firms linked together througtrious types of social relationships, is not
conducive to developing heavy industries. Nor dbesform of economy have an affinity for firms thimoduce world-famous products known by their bran
names. Instead, this household-based economy medutype of petty capitalism. It is a non-politichased form of capitalism that is very flexildad

readily adaptable to external economic opportusitieich as those offered with the expansion of éesiapitalism in Asia. The Chinese integrated
themselves into the expanding world economy; tleéigvied the currents of Western capitalism andetlagoon their flexible networks, quickly monopotize
selected economic niches in many countries thrauigie world. In contemporary terminology, we wos&y that they monopolized segments of the service
sector in the world economy in the nineteenth arty éwentieth century. They were retailers, whaless, and financiers; they were the world's most
prominent capitalist merchant group.

In the full version of this paper | give two briefamples of the integration of Chinese commeréipltalism in the world economy: the mass migratbn
Chinese to Southeast Asia starting in the 1850gf@duccess of Chinese merchants on the Chinaindhe late 19th century. In both cases, the €en
came to dominate the service and manufacturingseof the local economies in which they were Hgamolved. All of this occurred without the suppo
and the coordination of a strong state. In Jagenstate legitimized capitalism, coordinated éfiterests, and resolved conflicts among the elitethe same
period in China, the state collapsed. That facyéwer, did not hinder, as much as it freed, Chirgdeepreneurs to create networks that spannetitpbli
boundaries. The weakening and ultimate defeateoCthinese state opened commerce and industry @hihe coast and connected the Chinese with
capitalist developments elsewhere. Chinese migratsued from this. Moreover, with the declinelagsle, and disintegration of the Chinese politicekr,
the real forces of Chinese commercial capitalismeddo where money could be made--to such safensame the coast as Shanghai, Canton, and other
treaty ports, and overseas to Southeast Asia, Haaval the American West Coast.

To summarize, then, on the one hand, in histopeedpective Chinese peasants rode the waves d¢élepiaround the world--in Shanghai, California,
Australia, England, the Caribbean, and Southeast Aderever they worked, they typically occupiedvice sector niches; they began as laborers and
merchants and only later became bankers and inalists. Being so responsive to market demands hbiisehold-based form of capitalism became
integrated in and dependent on the world econonyit vas independent from any one political order.

In the post-World War Two period, political statyilin Asia led to the creation of three politicadiiable areas dominated by the Chinese--TaiwangHon
Kong, and Singapore. Previous accumulations oftiveadd capitalistic know-how allowed the Chineséhiese locations to industrialize the societieskjyi
in response to burgeoning consumer demands in get, \Wiainly in the United States. These three Sesjéhowever, are not three separate instances of
capitalism, but rather are so interconnected wattheother and so similarly integrated into the @@donomy that they are, in truth, part of the saase of
Overseas Chinese capitalism.

On the other hand, the Japanese elite initialigtes becoming dependent on the demand structéi®stern consumerism. Instead, they created thair
internal markets and built their own version otrarsg corporate-oriented political economy. Theyrted as industrialists producing for local andaeal
markets and from there expanded into the servic®se by organizing their own banks and tradingnganies, and then and only then did they begin to
integrate themselves into the world economy. Thiegited products and then created markets for fhroskicts. The Japanese and Chinese responses are
separate reactions to the spread of Western infiperjeboth are equally capitalistic and both haaa historically to distinct trajectories of economi
development.

Chinese Capitalism in Space

In the full version of this paper, | use this sectto discuss the spatial dimensions of Chinesertaneial capitalism. Herein, | show that Chinese c@rtial
capitalism is not confined to a political spacewsy many other forms of capitalism have beenyiticlg Japan. Rather, Chinese commercial capitdiilm
an economic space.

The Organization of Chinese Capitalism

In order to explain Chinese capitalism, one needmterstand its organizational dimensions. Heainagne must distinguish between political econafny
an economic system, on the one hand, and the ymdedrganizational principles of capitalism, oe tther hand. In many instances of capitalist egino



development, political economy and business orgginiz are closely linked; in the West, for examplggh key economic institutions as property rights,
contracts, standardization of weights and meashesging, and insurance are institutions maintaoreguaranteed by the state apparatus. Western
nation-states themselves rest on a legal systeneristed the conditions for and established tegity of an economic order that spawned capitalisra.
somewhat different way, the Japanese politicaksysireated the institutional environment that mediits industrialization. In the case of Chinese
commercial capitalism, however, the tight linkagéneen a set of state-supported institutions aaathanizational principles of business does nist @s it
does in the West and in Japan.

Overseas Chinese have been one of the most prangireerps leading to the economic development of &ad Southeast Asia. In each location where the
Chinese entrepreneurs control the economy outs&¢ople's Republic of China--in Taiwan, Hong Kddiggapore, Thailand, Malaysia and to a lesser
extent in Indonesia and the Philippines--the Chénesre historically in a position to mobilize ecamio resources quickly and early in the industriatiz
period. In doing so, they have created complexrassi networks spanning political boundaries. ThHealjes among the Chinese in each location areasimil
in character. However, because of differencesanChinese states in the region, the configurai@hinese business networks also differ somewbat f
place to place.

The Chinese way of organizing is based upon utiifixed patterns of social relationships and sefiarticularly upon two sets of relationships. t-ias the
center of Chinese business networks, in terms aieoship and control of businesses, are kinshipioakhips. What Suehiro Akira reports for Thailasd
true throughout the region, "regarding their cdmtenership and corporate structure, most of th@ri€se] industrial groups are owned and operatesl by
single family....Only three or four groups can 8eritified as multiple family-owned29) The same conclusion applies to the other locafini®outheast Asia
and to Taiwan as welR0)

Family ownership in a Chinese context, however,maemmething quite different than it does in thesi\/hereas a "family" for Westerners is an
organization with set members and fixed boundaf@sChinese the family itself is a rather flexilletwork that can be extended out to include maople,
not all of whom are related by bloggfl) Kinship relationships typically underlay the owstgip and control of the core firms in Chinese besi&networks.
Although most firms in a Chinese business netwoeksanall in size, the family-owned network of fireen include many firms and can also incorporate
some very large individual firms into the netw@sR)

The second set of relationships is regional or tutdeties (tongxiang guanxi) that link people wdwne from the same general area in China. Theggepeo
share dialects, cuisines, perhaps even surnamehdse commonalties merely add to the force ofptging with the normative requirements of being a
fellow-regional(33) These and other forms of relational ties (Quarstih as graduating from the same school, represpnttant types of linkages that can
be used to build extensive networks connecting iores controlled by families to other sets of fgroontrolled by other families. Chinese guanxi rweks
can serve as the basis for creating productiofrjtalition, or investment networks.

These two sets of relationships are used to catdiusiness networks that span political boundanekthat create a normative system of behavidigha
conceptually, a substitute for Western legal instins. The Chinese family and the Chinese firmeh@mained institutionally linked, and therefore th
stability of Chinese business organization doegiepend upon a set of externally developed pdliéind legal institutions. Continuity and
predictability--both of which are required for oy businesses--are generated internally fromioglat principles in society and are not legitimalbgcor
imposed through political means from the outside.

If we trace the development of Chinese businessarks in Taiwan, Hong Kong, and Singapore, we 8nthe distinct differences in the early periods of
industrialization that remain important in undenstimg the development of those economies. But @ faid many important similarities. In each looati
the state structure was remained distinct frombtigness sector, so that industrialization waslgrgontrolled by people independent of nationditips. In
Taiwan, most of the successful businessmen have Tee/anese rooted in local guanxi networks; théipal structure, however, was controlled by
mandarin-speaking Chinese migrating with Chiangsfek in 1948-9. In Hong Kong, the British contdlithe government and let the Chinese create the
industrial sector of the economy largely independétheir control. In Singapore, Lee Kuan Yew b$thed a centralized regime that created privieige
the state-run industries and for multinational 8rrbut disadvantages for local businesses, indjthie local Chinese. Their expansion occurred tegpe
state, not because of it. In each case, the foomafi Chinese business networks were linked nefthgovernment patronage nor to government planairtty
supervision.

The differences in the political economy of thdse¢ cases, however, did create differences inankteonfigurations. In Singapore, because the state
favored its own infra-structure businesses anddormanufacturing firms, local Chinese entrepresdagcame prominent in adjacent economies, in
Malaysia, Indonesia, Thailand, and even Hong K@ayln Hong Kong, the colony's economic policies akkakthe large British firms to dominate the
financial and service sectors, thereby blockingn€seé firms from increasing their share of thestosecChinese entrepreneurs instead expandedeéttip p
manufacturing and later into property, where thaiyped a substantial foothold. Subsequently, Chirasepreneurs have bought out some British buséses
in Hong Kong and have expanded their business miedaoto the Pearl River Delta and Southeast Asgayell as into North AmericgBs) In Taiwan, being
a country rather than a city state, local manufectugrew successful before they expanded theianks outside of Taiwan. Therefore, the network
formations inside Taiwan are denser but less iat@nal than was the case in Hong Kong and Singapoithe past five years, however, this situatias
greatly changed. After Taiwan's currency apprediagainst the US dollar, thereby driving up labusts, Taiwan entrepreneurs started offshore pramiuct
units in Southeast Asia and in Mainland China. Boisn became a mass movement, as Taiwanese inmessnepassed even the Japanese and American
investments in several locations in Southeast Asia.

Conclusion

In sum, Chinese commercial capitalism rests orrra faf social organization that is legitimated trgbikinship principles and that is not dependennugpo
system of political economy. These principles marthe formation of business networks that arecextty flexible and that give Chinese entreprenaurs
comparative advantage in demand responsive settiltfjgzing these principles, however, Chinese epteneurs do not normally engage in businesses
requiring high overhead or large factories. Theneat an affinity between heavy industry and Clerfassiness organization, and for this reason large
infrastructure projects have usually been undentdiyethe Chinese states. The preference for smalh@edium sized businesses, however, does not theke
Chinese less capitalistic or less oriented towardit and expansion. Instead, the preferencedmilly firms and networked business structures I¢adse
formation of a different type of capitalist devatopnt and a different type of market structure i found in Japan or in the West. It is a caigitalbased
on commercial prowess.

In closing, | want to argue that this distinctivei@se economic organization is at the base ofapiel industrial expansion that is now occurringhie
People's Republic of China. If my analysis in téger is correct, then | believe we are in therdgg stages of another very large capitalist fansation



in Asia. Until very recently the Chinese statedrie form a political economy that would industdal Chinese society from the top down. That attempt
political economy has failed. It has failed at the in the creation of an unworkable set of statetered economic institutions, and it has beenmumnided at
the bottom by the development of the very pattémascharacterize Overseas Chinese capitalism eTpeterns have been fed by the direct foreign
investments from Hong Kong, Taiwan, and other Ca@ssChinese sources, in addition to investments @ther capitalist countries. As a privatized
economy has deepened, the state has had to fetreats former patterns of economic control. Treople's Republic of China have now reached a afitic
moment. Will the government try to reinstitute ateyn of political economy that attempt to dampenGhinese system of family economy? Or will the
government develop a new political economy thastto build on and encourage the commercial cagitdhat has become so important in other
Chinese-dominated economies? If the governmens tiddeelatter route, economic growth in the PRC eatitinue. If, however, they return to a constragni
political economy, then | believe both the governtrand the people will go through a period of siifegnd collapse. It may be the case, howevertttleat
private economy has already grown so strong in @ymareas that continuing changes are inevitdide a capitalist transformation will occur regasdlef
what the PRC government does. | do not know thevarsshere. But the real lesson to learn from th@yais is to recognize that Chinese capitalisnh wil
follow its own trajectory, that it will develop itswvn market institutions, and that these will sydffer from that which has occurred in both thesand
Japan.
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