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The Role of Foreign Companies and Banks in the
Modernization of China’ s Private Banks

GAO Hai-yan
College of Southeast Land Management Zhejiang University Hangzhou 310029 China

Abstract As was the situation in modern Chinese history foreign companies in China controlled world
business while foreign banks took care of foreign exchange and remittances. It was the then Chinese
private banks that financed the domestic market. As a special early form of international investment

foreign companies and banks competed as well as cooperated with private Chinese banks in the field of
financing and banking. The relation between the three became the background to the interactive and
coexisting development of foreign capital in China and China’ s economy. It also showed the development
of Chinese finance and banking toward capitalism under external impact. Starting in 1840 this relation
underwent three periods. The first period was between the 1840s and the early 1870s that foreign
companies and private Chinese banks had their initial contacts and relatively independent growth through
negotiable instruments issued by the Chinese banks and loans between them. The second period was
between the 1870s and the mid-1880s that the foreign companies and banks and the Chinese private
banks became three dominant factors in China’ s economy. It witnessed the radical functional shift in
which foreign companies lost their financial dominance to foreign banks while the relation between
Chinese banks and foreign banks developed from relative independence into coexistence or semi-
dependence. The third period went from the 1880s to the end of the 19th century. It was a period that
foreign banks gradually became completely dependent on them. In the meantime foreign companies
became an instrument for the foreign banks after many years of competition. In these 60 years of
interaction compradors played an important role of a go-between. Meanwhile Chinese private banks
were not only gradually modernized through their business relations with foreign companies and banks but
also became dependent on and mutually coexisting with foreign capital. The feudal nature of the Chinese
private banks thus gradually turned into the capitalist one in the course of this development.

Key words foreign company bank  old-style private bank modernization.
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