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Business Accounting at Fengshengtai in Late
Imperial China: Is There New Evidence of
Double-Entry Bookkeeping?

This article analyzes the accounting treatment of sales and
purchasing at the Fengshengtai Company (FE/#&Z&5), a salt
trader from Shanxi Province. We find evidence of “dualled
entry” bookkeeping in that all transactions were recorded
twice. Crucially, each set of dualled entries was recorded in
two distinct accounts. For example, cash transactions were
recorded in a “cash flowing account” as well as a specialized
flowing account. We thus argue that, in light of clues from
other records, a system of indigenous Chinese double-entry
bookkeeping may well have been developed at Fengshengtai
and other Shanxi merchants. Our study is based on Fengsheng-
tai’s surviving account books, a collection of primary sources
spanning 1854 to 1881, that have recently become available to
scholars.
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is article analyzes the accounting system employed by the Feng-
shengtai Company (Fengshengtai hao F/#3'5). Fengshengtai
was a Chinese salt merchant operating in Qing dynasty (1644—1911)
Henan Province. Its one hundred surviving account books have recently
become available to scholars. These documents are well preserved and
span nearly three decades, from 1854 to 1881 (the Xianfeng reign to
the Guangxu reign). The collection is currently being transcribed
into searchable text to accompany copies of the original documents.
When this is completed, the Guangdong People’s Publishing House
(Guangdong renmin chubanshe; /7 AR Hik#t) will publish the
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Fengshengtai collection in its entirety. The material will interest not only
historians of accounting but also scholars of Chinese business, salt, and
economic history more broadly. The publication of these sources makes
them especially valuable to international scholars and makes a study of
Fengshengtai’s accounting all the more timely.

Our study focuses on Fengshengtai’s accounting treatment of sales
and purchases of salt. In doing so, it investigates the extent to which
Fengshengtai employed double-entry bookkeeping (DEB). This
framing of the problem is fraught: it risks imposing a teleology based
on western European history onto what was, after all, a very different
commercial tradition. Nevertheless, there are good historical reasons
to retain the notion of DEB when discussing Chinese accounting. In
Chinese accountants’ own words, we find the same understanding of
“balance,” that is, the notion that each entry requires an equal, matching
entry. This is evident in a highly intriguing late-Qing bookkeeping
primer found in Shanxi Province. The primer—entitled Necessary
Knowledge for Trade (Jiaoyi Xuzhi; 35 5 4i%) (hereafter, Necessary
Knowledge)—offers instruction on how to conduct business and con-
tains several chapters on accounting. The primer unequivocally empha-
sizes the importance of matching and balancing. In explaining how to
keep the books, it states,

When recording sales of grain or goods, record them in the same
manner of purchases. After they are recorded, [the books] should
counterbalance each other and clear with one other. . . as regards
every transaction, the entry in the cash flowing account must
match perfectly and be mutually posted and mutually corresponding
with an entry in one of the other accounts without a single error.
Verily, this is the essence of bookkeeping!*

This means that income and outgo must be recorded to allow for clear
daily tallies. In addition, every single entry in one book must match an
entry in another book. The characters “fH¥AHX}” (xiantou xiangdui)
specifically mean “mutually posted and mutually corresponding”; that
is, the corresponding entries must balance.

Moreover, as Chinese accountants became more aware of Western
accounting, they explicitly claimed that the matching and balancing
principle in Western DEB was identical to the principles underlying tra-
ditional Chinese accounting. Li Mengbali, a traditional Chinese accoun-
tant active in Yunnan business, made this claim most eloquently:

In Chinese, “H3EH: e+, BT, SWRN—F5E, SfkxdaiE - 2T S50k
R SRR, (REASAE AHE, bT5 ka2 2:11.” Shanxi Sheng Jin shang wen
hua ji jin hui (1 79948 % 75 SCAL3E 42 £%), Necessary Knowledge for Trade (35 5 Z541) (Taiyuan,
2013), 17.
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Its [i.e., “heaven and earth” or “four-foot” Chinese accounting]
principles are the same in their essentials as Western double-
entry bookkeeping. The difference is that double-entry is unique
in being divided vertically between debits and credits, and record-
ing entries such that debits always equal credits and vice versa.
Meanwhile, Chinese-style heaven-and-earth accounting records
entries into a flowing account representing cash income and
outgo or purchases and sales of goods which are also entered into
the client ledgers with income matched to lai entries and outgo
matched to qu entries. This is identical to having matching debits
and credits.?

Here Li is explicitly conveying the idea that dualled entries in traditional
Chinese accounting are based on a balancing principle that is “identical”
to the logic underlying matching debits and credits in Western account-
ing. He directly states that for every transaction, two balancing entries
must be recorded in two of three accounts: “cash flowing accounts,”
“sale and purchases of goods flowing accounts,” and “client accounts.”
This is precisely the model that we elucidate and provide new evidence
for below in sections three and four. We also portray this model visually
in Figure 3. In short, both Chinese and Western accounting recognized
the need for mutually balancing entries. But whereas Western balancing
occurred in a single ledger, Chinese balancing consisted of entries across
multiple account books.3

The passages above validate the concept of Chinese double-entry
bookkeeping (CDEB) as an analytical category—though they do not
establish whether or not such a system actually existed. But this raises
a second problem: How exactly do we define CDEB? The secondary liter-
ature employs a variety of incompatible definitions and much of the lit-
erature lacks any definitions at all.4 For many scholars, CDEB is defined
narrowly as a system of bookkeeping in which each transaction is
recorded twice—what Alan Sangster refers to as “dual entry” as

2Li Mengbai (224 1), “Duiyu Zhongshi Buji Yuanli Zhi Ling Yi Gongxian (% -+ =X i ic Ji
2 A —TTHR),” Kuaji Zazhi (511 4%:£) 6, no. 5 (1935): 6—23. The passage is translated from
the Chinese, which reads, “Iic ik #3 | KES VG RECHLL, IAFEE, SiRFM %
e admk (k) (&7 1080, BT TE T, Mt AR AR, IR K EOGT IR B 4 K
TEEIRIT, BN AR, UK, MEUEAEK, Sk ERERE, 7

3 Cao Shuji (F#3t), Li Jinzhang (Z47#), and Wang Guojin (F[E ), “One Transaction,
Recorded Twice: Qing-Era Double-Entry Bookkeeping in the Accounts of the Fengshengtai
Company ([, CF#E: HRFEBRESKANEAFHIL),” Researches in Chinese Eco-
nomic History (W E 235 21 57) 5 (15 Sept. 2021): 5-23.

4 Keith Hoskin and Richard H. Macve offer a useful discussion of this problem: Hoskin and
Macve, “Contesting the Indigenous Development of ‘Chinese Double-Entry Bookkeeping’ and
Its Significance in China’s Economic Institutions and Business Organization before c.1850,”
SSRN Scholarly Paper, 3 Feb. 2012, accessed 26 Jan. 2023, https://doi.org/10.2139/ssrn.
2562276.
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opposed to true “double-entry” bookkeeping.5°¢ For other scholars, DEB
entails a system of dual entries that produces self-checking accounts,
such as contemporary financial statements.”

Weipeng Yuan and Richard H. Macve endorse the latter definition, but
with an important innovation. Rather than conceive of CDEB as a binary,
they propose a spectrum of four accounting “stages” that correspond to
the historical development of DEB in Europe. This framework avoids the
need to arbitrarily define CDEB and speak of it in binary terms. Instead,
we can state the “stage” of CDEB that actual Chinese firms attained. For
Yuan and Macve, anything Stage 3 (iii)—consisting of accounts capable of
automatically producing financial statements and commensurate with
“four-foot accounting” (on which more below)—would constitute true
CDEB.8 Note that Macve and Yuan’s framework is not an empirical, histor-
ical fact; rather, it is a classification system. Moreover, their schema is
capable of classifying both Chinese and Western bookkeeping. It is thus

5Fu Lei and Liu Zhixiang, “The Old System of Accounting and Settlements in the Sichuan
Salt Industry (P91 #5212 5),” Salt Industry, no. 2 (1989): 60-65; Guo Daoyang,
“Historical Tracks of Accounting (‘& i1"HIEIZE: MTIET 1K 2)VYfIIK"),” Corporate Finance
(HrELY xin licai), no. 1 (2017); Cao, Li, and Wang, “One Transaction, Recorded Twice.” Cao,
Li, and Wang take their definition from the great Republican-era economist and scholar of
business and accounting Yang Duanliu. See Yang Duanliu (#4!#;75), Commercial Bookkeeping
(L #ic) (Shanghai, 1927), 6. For a synopsis of Yang Duanliu’s academic contributions, see
Xu Kang (¥FFF), Lei Ming (7519), and & % (Wu Wenhua), “Scholar of Economics and Man-
agement Yang Duanliu (‘G EHEFMmN),” Journal of Hunan University (Social
Science) (iR K224 4R (FEEFHAAR)), no. 4 (1999): 50—64. In English, Z. Jun Lin, “Chinese
Double-Entry Bookkeeping before the Nineteenth Century,” Accounting Historians Journal
19, no. 2 (1992): 103—22 appears to use this definition. Maxwell Aiken and Wei Lu implicitly
do so as well, as they believe matching “sou” [sic] and “fu” is sufficient to prove CDEB.
Aiken and Lu, “The Evolution of Bookkeeping in China: Integrating Historical Trends with
Western Influences,” Abacus 34, no. 1 (1998): 140—62.

Writes Sangster, “Dual entry involved equal entries being made on the opposite sides of
two personal accounts, but without any indication in either account of the location of the
account containing the contra entry. This represents the last stage at which bookkeeping
was undertaken purely to preserve a historical record of something considered important by
the bookkeeper.” Alan Sangster, “The Genesis of Double Entry Bookkeeping,” Accounting
Review 91, no. 1 (2016): 299—315.

7 For example, Robert Gardella, “Squaring Accounts: Commercial Bookkeeping Methods and
Capitalist Rationalism in Late Qing and Republican China,” Journal of Asian Studies 51, no. 2
(1992): 317—-39; Weipeng Yuan, Richard Macve, and Debin Ma, “The Development of Chinese
Accounting and Bookkeeping before 1850: Insights from the Tong Tai Shéng Business Account
Books (1798-1850),” Accounting and Business Research 47, no. 4 (2017): 401-39. Pak
Auyeung, Lei Fu, and Zhixiang Liu do not offer a single definition but imply the broader concep-
tualizing of dual entry leading to self-checking accounts. Auyeung, Fu, and Liu, “Double-Entry
Bookkeeping in Early-Twentieth-Century China,” Business History Review 79, no. 1 (2005):
73—96. This is also the definition used by Hoskin and Macve in “Contesting the Indigenous
Development.”

8 Weipeng Yuan and Richard H. Macve, “Some Theoretical Implications of New Discover-
ies in Chinese Accounting History Research from Original Archival Materials,” SSRN Scholarly
Paper, 11 July 2019, accessed 26 Jan. 2023, https://papers.ssrn.com/abstract=3734228.
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the sine qua non of any comparison between Chinese and Western book-
keeping methods.

We find conclusive evidence of Sangster’s “dual entries.” This places
the level of CDEB in the Fengshengtai accounts no lower than Stage 2
(ii). We find no direct evidence demonstrating Stage 3 (iii), which is what
Yuan and Macve’s framework demands for true CDEB. But absence of evi-
dence is not proof of absence. Moreover, the evidence we do have pertaining
to Fengshengtai’s accounting treatment of sales and purchases suggests the
very real possibility of Stage 3 (iii) CDEB.

These findings contribute to a rich and lively literature on the history
of Chinese accounting. Early scholars, including such luminaries as
Werner Sombart and Max Weber, credited Europe’s adoption of DEB
with the onset of capitalism and the Industrial Revolution. They
blamed China’s relative decline on its lack of the same. Neither
Sombart nor Weber were historians, and their theories surrounding
accounting have been vigorously challenged.'® Indeed, subsequent
research has cast doubt on the supposed tension between traditional
accounting and capitalist dynamism. Some argue that DEB was less
prevalent in early modern Europe than previously supposed, perhaps
negating much of its causal importance in bringing about industrializa-
tion.!* However, this point is still contested. Jacob Soll’s seminal work on
the history of accounting places its development in the late 1200s. More-
over, he has shown widespread dissemination of DEB in early modern
Europe, including adoption by Renaissance Italian states in the four-
teenth century and knowledge of DEB in Renaissance Italy and among
the sixteenth-century Dutch—the two quintessential examples of prein-
dustrial capitalism.'2 The stakes of this debate are evident not only in the

°Werner Sombart, “Medieval and Modern Commercial Enterprise,” in Enterprise and
Secular Change: Readings in Economic History, ed. Frederic Chapin Lane (Homewood, IL,
1953), 25—40; Max Weber, General Economic History, trans. Frank H. Knight (Glencoe, IL,
1950); David Faure, China and Capitalism: A History of Business Enterprise in Modern
China (Hong Kong, 2006).

'° See especially Basil S. Yamey, “Accounting and the Rise of Capitalism: Further Notes on a
Theme by Sombart,” Journal of Accounting Research 2, no. 2 (1964): 117—36.

" Basil S. Yamey, “Scientific Bookkeeping and the Rise of Capitalism,” Economic History
Review 1, no. 1 (1949): 99—113; Yamey, “Accounting and the Rise of Capitalism.” On
Chinese accounting and its adequacy for early capitalist enterprise, see Robert P. Gardella,
“Commercial Bookkeeping in Ch’ing China and the West: A Preliminary Assessment,”
Ch’ing-Shih Wen-ti 4, no. 7 (1982): 56—72. See also Keith Hoskin, Debin Ma, and Richard
H. Macve, “Rational Evolution or Socially Constructed Counter-Myth? Cross-Cultural Percep-
tions of the Development of Chinese Commercial Accounting up to ¢.1850 and Its Significance,”
SSRN Scholarly Paper, 20 May 2016, accessed 26 Jan. 2023, https://doi.org/10.2139/ssrn.
2083849. Hoskin, Ma, and Macve argue that the myth of DEB’s causal importance to the
advent of modern capitalism spawned a Chinese national “counter-myth” of indigenous CDEB.

2 Jacob Soll, The Reckoning: Financial Accountability and the Rise and Fall of Nations
(New York, 2014), 36—41, 121.
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academy, but in the accounting profession itself. Several prominent
Chinese accountants in the 1930s insisted on the urgent need to
update China’s “backward” methods of accounting.'3 Others disagreed
and argued that traditional Chinese accounting possessed all the
merits of Western-style accounting.14

Since the early 1980s, scholarship on historical Chinese accounting
has taken an empirical bent, seeking to determine the precise nature of
traditional Chinese bookkeeping methods and situating these methods
in the context of Chinese business.’> Robert Gardella’s seminal study
of Ruifuxiang, a dry goods trader in Beijing, analyzed the bookkeeping
system’s ability to track profits and investment. He went on to outline
the basic principles behind traditional Chinese accounting, namely, the
“four-pillar balancing method” (sizhujiesaunfa; VUkEZEH L), the
“three-legged account” (sanjiaozhang; —fK), and the “dragon gate
account” (longmenzhang; 1 10). The first was a way of balancing
accounts to determine profit, the second was a system of partial
dualled entry, and the third was a system of fully dualled entry. In Gar-
della’s words, the three-legged account adopted the “double-entry
recording principle,” while the dragon gate account constituted “an
indigenous double-entry accounting system.”'® Pak Aeuyung, Lei Fu,
and Zhixiang Liu came to similar conclusions in their study of accounts
used by Zigong salt merchants.'” They found evidence of partial double-
entry accounting in the “three-legged accounts,” in which credit transac-
tions were recorded twice while cash transactions were recorded only
once. They also claimed complete double-entry accounting in the
“dragon gate” or “six-pillar accounts” deployed by larger enterprises.'8
Maxwell Aiken and Wei Lu believe that double-entry accounting
emerged in China in the late Ming and early Qing. They argue that
with the advent of the “four-foot account” (sijiao zhang; VYJIK)
Chinese accounting began to use CDEB and to produce financial state-
ments tracking net assets and profit and loss. Nevertheless, Aiken and
Lu hedge considerably in their conclusions, conceding that even in the

3 Dong Qiankun, “A Study of Three Tendencies in Accounting since the Republican Period
(‘B PR ST 7T 10 =F0EA),” Journal of Chinese Social and Economic History, no. 3
(2016): 96—104.

41, “Duiyu Zhongshi Buji Yuanli Zhi Ling Yi Gongxian”; Li Mengbai, “Duiyu Zhongshi
Buji Yuanli Zhi Ling Yi Gongxian (xu wan),” (‘T a0F#HCREEZ B—TTHk (4258)),”
Accounting Magazine (21174 %) 6, no. 6 (1935): 34—59.

'5 For an excellent review of the literature that positions scholarship on Chinese historical
accounting within the wider Chinese business history field, see Adam Frost, “Reframing
Chinese Business History,” Business History Review, 96, no. 2 (Summer 2022): 245-287.

16 Gardella, “Squaring Accounts,” 317—-39.

7On Zigong salt merchants, see Madeleine Zelin, The Merchants of Zigong: Industrial
Entrepreneurship in Early Modern China (New York, 2005).

18 Auyeung, Fu, and Liu, “Double-Entry Bookkeeping.”
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most advanced form of Chinese accounting, posting between different
accounts was unsystematic.’9 In short, the consensus holds that
Chinese accounts developed, first, partial dualled entry in the form of
“three-legged accounting” and then fully dualled entry and perhaps
even CDEB in the form of “four-foot accounting.”

Keith Hoskin and Richard Macve challenge this consensus. They
point out that the standard by which previous scholars have defined
CDEB is lower than that of Western DEB. Specifically, historians of
Chinese accounting have mistakenly viewed DEB as referring to more
basic accounting functions.2° They caution that any discussion of
CDEB must take care to define CDEB—and to do so such that it is
more than simply reciprocal entries for a given transaction. Recent
work by Yuan, Macve, and Debin Ma appears to bear out Hoskin and
Macve’s warning; it also offers the most exhaustive analysis of historical
account books to date. The authors analyze the voluminous records of
the Tongtaisheng Company (%i%7}5), a grocer-cum—merchant
banker in Qing-era Zhili Province.?! They take a lukewarm view of the
previous scholarship, writing, “In this accounting debate. . . with a few
limited exceptions, most studies which have made those claims for a
CDEB have presented no systematic evidence based on careful demon-
stration from original Chinese account records—and none of the evi-
dence presented is sufficient to demonstrate the emergence of CDEB.”
Yuan, Macve, and Ma take a highly nuanced position. They find no evi-
dence of a “fully-closed system” as developed in Italy between the thir-
teenth and fourteenth centuries.?? They find partially doubled
accounts, meaning Tongtaisheng credit transactions are entered in
both the “flowing account” and the “credit account” (we explain these
terms in the section on taxonomy below). This implies a system consis-
tent with what the earlier literature terms “three-legged accounting.”
However, they find no evidence of the fully doubled entries necessary

19 Aiken and Lu, “Evolution of Bookkeeping in China.”

2% Hoskin and Macve, “Contesting the Indigenous Development.”

2! On Debin Ma’s rediscovery of these invaluable sources, see Debin Ma and Weipeng Yuan,
“Discovering Economic History in Footnotes: The Story of the Tong Taisheng Merchant
Archive (1790-1850),” Modern China 42, no. 5 (2016): 483—504.

22 Raymond de Roover writes that “it would . . . be inadvisable to attribute the invention of
double entry without hesitation to this or that centre. Neither would it be wise to set a definite
date. One thing is certain: double-entry book-keeping originated in Italy between 1250 and
1350.” De Roover, “The Development of Accounting prior to Luca Pacioli according to the
Account-Books of Medieval Merchants,” in Studies in the History of Accounting, ed.
Ananias Charles Littleton and Basil S. Yamey (Homewood, IL, 1956), 114—74. In the
volume’s introduction, Yamey endorses this conclusion: Littleton and Yamey, “Introduction,”
in Littleton and Yamey, Studies, 1—13. On the importance of pre-Pacioli DEB, and records of
such in Tuscany, see Richard Macve, “Pacioli’s Legacy,” in Accounting History from the
Renaissance to the Present: A Remembrance of Luca Pacioli, ed. T. A. Lee, A. C. Bishop,
and R. H. Parker (New York, 1996), 3—30.
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for four-foot accounting and are skeptical that such a system was present
in traditional Chinese accounting.23

Our work builds on this scholarship in several important ways.
First, it analyzes the treatment of revenue and purchasing with specific
reference to how a single transaction flowed through different account
books. It does so following Yuan, Macve, and Ma’s methodology, provid-
ing direct, pictorial demonstrations with heavy annotation where
needed. Our analysis provides hard evidence of doubled entries for all
sales and purchases, not merely for credit transactions, as has been the
case in previous studies.24 This constitutes empirical proof for compre-
hensively “dualled entry” accounting used by at least one major firm.
It also amounts to circumstantial evidence for four-foot accounting
and thus a system of true CDEB. We return to this problem in our
conclusion.

Finally, it is worth pointing out several key questions that are beyond
the scope of this study but that this article raises as critical challenges for
future research. The first is the question of chronology. There is an old
debate as to when China’s complex, traditional accounting systems
developed and whether they emerged indigenously or from contact
with Western systems of accounting. Our intuition is that borrowing
from Western accounting in the early Qing was minimal. This is
because of the continuities between Ming-era account books and Qing-
era Shanxi merchant accounts.25 We suspect that Western and Chinese
accounts represent, instead, an intriguing case of convergent evolution,
akin to wings on butterflies and birds or the independent development of
writing systems.26 However, to address this question properly would

*3Yuan, Macve, and Ma, “Development of Chinese Accounting.”

24 Cao, Li, and Wang argue for doubled entries in distinct account books with respect to
sales transactions. Our paper extends these findings to accounting for purchasing, while also
providing pictorial documentation for doubled entries. See Cao, Li, and Wang, “One Transac-
tion, Recorded Twice.” Yuan, Macve, and Ma find evidence of doubled entries at Tongtaisheng
only for transactions done on credit. Yuan, Macve, and Ma write, “The TTS account books still
followed the traditional Chinese single-entry system, which emphasizes particularly cash
income and expenses, where there is basically only one entry for each transaction (unless it
is on credit where the necessary corresponding record—i.e., doubled entry—in the custom-
er’s/supplier’s account is also made).” See Yuan, Macve, and Ma, “Development of Chinese
Accounting.”

25 See Liu Qiugen (XK HR), “Balance Sheet of Industry and Commerce during the Ming and
Qing Period—Accounting Research into Accounting Books of Checking of the Cheng’s Dye
House during Wanli Times,” Journal of Hebei University (Philosophy and Social Science),
no. 1 (2010): 1-7; and Liu Qiugen (X|#k#?), “An Analysis of the Financing Configuration of
Hui Shang’s Stores in the Ming Dynasty,” Journal of Hebei University (Philosophy and
Social Science), no. 3 (2003): 23—30.

26T jane Gabora, “Convergent Evolution,” in Brenner’s Encyclopedia of Genetics, 2nd ed.,
ed. Stanley Maloy and Kelly Hughes (San Diego, 2013), 178-80. On polygenetic origins of
writing, see Peter Damerow, The Origins of Writing as a Problem of Historical Epistemology
(Philadelphia, 1999).
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require a comparative study of Ming, Qing, and Republican-era account-
ing (by which point we know that Chinese businessmen were learning
Western DEB) and thus lies beyond the scope of this article.2” A
related question is the extent to which the observed accounts in the Feng-
shengtai collection change over time. There is no discernible pattern; we
see mostly the same kinds of flowing accounts, client accounts, and an
occasional miscellaneous account throughout the period that the collec-
tion covers. However, account books from the Xianfeng reign are scarce.
Those from the Tongzhi reign are more common, and accounts from the
Guangxu reign are far more common than either Xianfeng or Tongzhi
documents. This matches the general pattern of Qing-era “popular
sources,” in which the availability of sources grows exponentially over
time. Unfortunately, this makes changes in the nature of account
books more difficult to identify, simply because the sample size for
earlier years is so small.

The rest of this article is divided into five sections. First, we take a
step back from the account books to introduce Fengshengtai, situating
the business within the wider context of late imperial salt markets and
relaying what details we know about the firm itself. We then go on to
briefly present our taxonomy for analyzing Chinese bookkeeping. In
this section, we deal more in categories of account books than in spe-
cific examples from the primary sources. The third section delves into
the Fengshengtai accounts themselves. We provide detailed examples
of the four kinds of accounts on which we base our analysis. This
section serves, incidentally, as a primer on how to read the Feng-
shengtai accounts; as such, it may prove useful to scholars interested
in using Fengshengtai sources for purposes other than accounting
history. After introducing our sources, section four takes us to the
heart of our analysis. In this section, we show how different accounts
were related to each other and how the same transaction always
resulted in two distinct entries across multiple account books. The
final section is a conclusion, in which we assess what our analysis
reveals about the level of CDEB that obtained at Fengshengtai. Our
conclusion is careful to distinguish between the level of double-
entry bookkeeping that our analysis demonstrates and the level that
it merely implies.

27 See, for example, Xu Yongzuo’s suggestion, originally published in 1933, on improving
Chinese accounting so as to make it as standardized as Western accounting. See Xu
Yongzuo, Gai Liang Zhong Shi Bu Ji Gai Shuo (Shanghai, 1933). On explicitly Western-style
accounting schools and associations in Republican China, see Wen-Hsin Yeh, Shanghai Splen-
dor: Economic Sentiments and the Making of Modern China, 1843-1949 (Berkeley, 2007),
32-34.
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The World of Fengshengtai: Salt and Commerce in Late-Qing Henan
Province

The salt trade in China dates from at least 1000 BCE, when, accord-
ing to the archaeological record, salt production commenced in Zhongba,
in present-day Chongqing.2® Salt is one of the two commodities in the
first-century BCE classic text Discourses on Salt and Iron, from the
early Han dynasty. In these debates, the Grand Councilor argued that
the state required control of salt and iron to raise revenues in support
of its military campaigns against the Xiongnu barbarians. The Confucian
literati argued that state meddling was harmful to the people.2 The dis-
courses showcase the importance of salt to Chinese imperial political
economy and presaged what would become a millennia-long tradition
of state involvement in the Chinese salt trade.

The late imperial regulatory framework for salt dates back to the
eleventh century, when the Song dynasty instituted a state-managed dis-
tribution system. Under this system, salt-producing regions of the
empire were divided into “certificate territories” (yindi; 5|3) that corre-
sponded to specific “sales territories” (yin’an; 5|, or xiaodi; 54ith). In
order to participate in the salt trade, merchants purchased certificates
giving them statutory permission to purchase salt produced in a given
certificate territory and to market the salt in the corresponding sales ter-
ritories. For most of the Qing dynasty, the certificate system remained a
relatively hands-off licensing regime. Prices at salt yards and retail shops
alike were set by the market. The state’s laissez-faire attitude toward
pricing changed, however, in the nineteenth century. The Qing state
experimented with a series of different regulatory regimes, any of
which could be implemented in a given locale at a given time. As a
result, it is difficult to generalize about the Qing salt industry. Historians
are most familiar with regulatory changes in Sichuan, thanks to the
scholarly attention paid to the Zigong merchants. Regional politics
weighed heavily on Sichuanese salt. In the 1850s, the powerful governor
of the Liangjiang provinces, Zeng Guofan (1811—1872), successfully
lobbied the state to restrict Sichuanese salt exports in favor of salt
from his own, downriver provinces. Nevertheless, high levels of smug-
gling—by some estimates, up to one-third of salt marketed in Huguang
was illicit—limited the ability of the state to curb market forces.3°

28 Rowan Flad, Jiping Zhu, Changsui Wang, Pochan Chen, Lothar von Falkenhausen,
Zhibin Sun, and Shuicheng Li, “Archaeological and Chemical Evidence for Early Salt Produc-
tion in China,” Proceedings of the National Academy of Sciences 102, no. 35 (2005): 12618—
22,

29 Kuan Huan, Discourses on Salt and Iron: A Debate on State Control of Commerce and
Industry in Ancient China, Chapters I-XIX, ed. Esson McDowell Gale (Leyden, 1931).

3° Zelin, Merchants of Zigong, 4, 11, 145, 157.
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To understand the Fengshengtai books, it is necessary to give some
background on the specific salt market in which the firm operated. For
our purposes, the most important salt market was in northwestern
Henan Province near the city of Luoyang. This is the market where the
Fengshengtai Company was active. During the Qing, salt in the
Luoyang market and its environs hailed from salt pools in Hai prefecture
(Haizhou; fi#/1) and other prefectures near the city of Yuncheng (i231),
in Shanxi Province.3! (Today, Hai is a mere township-level entity under
the authority of Yuncheng municipality.) This salt was known inter-
changeably as either “Lu salt” (lu yan; ##k) or “river east salt”
(hedong yan; 77 4#;). The names refer to Yuncheng, whose ancient
name (still used today as an abbreviation) is “Lu,” while “river east” ref-
erences Yuncheng’s location on the east bank of the Yellow River. This is
important because Shanxi salt merchants had operated in this region
since the Ming dynasty’s “kaizhong” system (1368-1644), and thus
their bookkeeping practices would likely have been among the most
advanced in China.32

It is also important to understand the regulatory regime governing
Lu salt, since this would impact whether prices recorded in the
account books were fixed or market prices. This regulatory regime
underwent several changes during the Qing dynasty. In the early nine-
teenth century, the government permitted a free market in Lu salt.
This period of laissez-faire ended in 1820, when the Jiaging emperor
implemented guandu minxiao (B & K4H), or “official supervision and
popular marketing.”33 Under this policy, the Board of Revenue (hubu;
J#8) issued salt certificates to merchants in return for a deposit. The
licenses bestowed exclusive rights to transport a given amount of
salt from certificate territories to sales territories, while also imposing
responsibility on the merchants for a given amount of tax (essentially the
cost of the certificate). Upon arrival at the sales territory, the salt could
trade freely, albeit within the geographical ambit of the sales territory.34

3! Wei Zaixue (. 7%) and Liu Chenghu (X %), “Comparing Hedong [sic] Salt Distribu-
tion System with That of Huainan under the Rule of Law in Qing Dynasty (&5 X 4834 F il 4 5
WETEF EIZ RS B L #L),” Chinese Public Administration (W E4TEE ), no. 6 (2015): 97—
100.

32 Takanobu Terada, Shanxi Shangren Yanjiu (1177 AWF7t), trans. Zhang Zhengming
(Taiyuan, 1986), 26—30; George Qiao, “Shanxi Merchants in the Qing Empire: How the Fron-
tier Trade Transformed Chinese Business and Society” (unpublished manuscript, 2022),
chap. 1.

33 A less direct but perhaps more illuminating translation might be something like “state
supervision and private marketing.”

34 Lu Zijian (& T {&), “The Monopoly System of Qing-Era Salt-Sales (518 £ & & &l %),”
Salt Industry History Research (#:JV 525 77), no. 1 (2 Apr. 1991): 16—27; Zheng Weibin (4%
xik), “Salt Market of Henan in Qing Dynasty GE4RI RS (1) E:LT73%),” Salt Industry History
Research (3l 2 97), no. 4 (2013): 49—59.
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As part of this regulatory regime, the Qing state confined shipments
to statutory trade routes along which it permitted Lu salt to travel from
the salt yard to markets in Henan. This made it easier to police smuggling
and thereby ensure that unlicensed merchants were not shipping salt (or
that licensed merchants did not exceed their quota). Salt would enter
Henan from Yuncheng by way of the Moujin (G##) crossing on the
northern banks of the Yellow River. After crossing the Yellow River, it
would arrive in Huixing Market (Huixing Zhen; £33%4H), in northern
Henan. Thus, Huixing served as the transshipment hub for Lu salt des-
tined for all points in Henan.35 Once in Huixing, the salt was permitted to
trade freely within the sales territory.

By no later than the Qianlong reign (1735—-1796), the salt merchants
most active in this salt trade hailed from Shanxi Province. They were thus
a part of the Ming and Qing dynasties’ celebrated “Shanxi merchant”
network.3¢ After the Taiping rebellion broke out in 1850, Shanxi mer-
chants became even more prominent in the Henan salt trade.3” They
were particularly dominant in Huixing Market, where they constructed
their own Temple to Lord Guan (Guandimiao; 57Jdi), also known as
a “Shanxi native place association” (Shanxi huiguan; 1l 75 £:1#).38

Fengshengtai was a Shanxi merchant firm whose founders hailed
from Gaoping County in southern Shanxi, roughly three hundred kilo-
meters away from Yuncheng. This is in many ways a typical salt mer-
chant story.39 Fengshengtai itself was a joint-stock company. As was
common amongst Shanxi merchant firms, its investors consisted
largely of investment trusts (tanghao; % *5) along with wealthy individ-
uals. Fengshengtai operated a large branch network throughout Henan
and even farther south. In the key entrep6t of Huixing Market, it

35 Shouji Wang states, in Chinese, “Bf 2 St B, [ H P, MEAE A € BL8E , BpLl
&SR 485, ” Shouji Wang, Yan Fa Yi Liie (H7%73#M), (Taibei, 1967), accessed 28 June
2022, https://ctext.org/wiki.pl?if=ghb&chapter=535142,

36 On Shanxi merchants, see Terada, Shanxi Shangren Yanjiu; Huang Jianhui, Studies on
Ming and Qing Dynasty Shanxi Merchants (9135 1L 7§ 75 A 9 41) (Taiyuan, 2002); and George
Qiao, “The Rise of Shanxi Merchants Empire, Institutions, and Social Change in Qing China,
1688-1850" (PhD diss., Stanford University, 2017).

370n the Taipings, see Stephen R. Platt, Autumn in the Heavenly Kingdom: China, the
West, and the Epic Story of the Taiping Civil War, 1st ed. (New York, 2012). On the impact
of the Taiping Rebellion on trade, state capacity, and fiscal policy, see Stephen R. Halsey,
Quest for Power: European Imperialism and the Making of Chinese Statecraft (Cambridge,
MA, 2015).

38 Li Zhupeng (2% %), “Study on Hedong Salt Merchants of Qing Dynasty (it #r i L 4
#:7),” On Economic Problems (43 11/%), no. 9 (2017): 124—29; Henan provincial salt
bureau, gazetteer office (1 /4 5% & R #h£E75), “Study of Qing-Era Salt Transportation
and Marketing in Henan Province i FgiE X & 2HIE8 44 78,” China Salt Industry (77 [E #5k),
no. 2 (2016): 67-73.

39 On the rise of the Shanxi salt merchants based in Southern Shanxi and parts of neighbor-
ing Shaanxi, see Terada, Shanxi Shangren Yanjiu; and Qiao, “Shanxi Merchants,” chap. 1.
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conducted purchasing operations and managed a complex logistics
network to ship salt purchased in Huixing to its target markets. Feng-
shengtai’s sales branches were located in the environs east of Luoyang,
where most of its marketing took place. In addition to trading salt, Feng-
shengtai operated cloth-trading branches as far afield as Zhoukou in
southeastern Henan and even in the Jiangnan region, in southern China.

The scale of Fengshengtai’s salt business was considerable. Sales in
the fifth year of the Tongzhi reign (1866) amounted to volumes of
125,000 jin (JT) worth revenues of 5.625 million copper cash or 4,136
taels of silver at market prices. One jin weighed 596.816 grams, with sub-
stantial regional variations, making for sales of approximately eighty
tons of salt. Business results fluctuated considerably. The period that
the documents cover includes the Great North China Famine, or
Dingwu Qihuang (] /%% 5¢). The famine was caused by a protracted
drought that lasted from 1876 to 1879 and spanned north China from
Shandong Province in the east to Gansu Province in the west. Estimates
of the death toll range from nine million to thirteen million lives, with
Henan and Shanxi being the most affected.#° The disaster caused a
sharp business downturn, and Fengshengtai’s salt sales slumped to
55,000 jin. This reflects a severe decline in population around
Luoyang. The Luoyang Municipal Old District Gazetteer records a
Qing-era account that reads, “From the first to the fourth reign year of
the Guangxu Emperor [1875 to 1879], Luoyang experienced terrible
drought for four years in a row. The Yi and Luo Rivers did not flow.
The five grains were not harvested. Eight or nine out of every ten
persons starved to death. It was a calamity unseen in three hundred
years.”4* Fengshengtai’s target market would have fallen by over half,
from approximately 32,000 people to 13,500.42 It is not clear that the
firm ever entirely recovered. In Guangxu 8 (1882), annual sales totaled
66,433 jin of salt worth 3.452 million copper cash. At these levels, Feng-
shengtai was still a large trading firm but diminished from prefamine
heights. Thus, throughout the entire period for which we have Feng-
shengtai account books, we can interpret these books as at least poten-
tially representative of larger, and presumably more sophisticated, salt
trading firms.

49 Kathryn Edgerton-Tarpley, Tears from Iron: Cultural Responses to Famine in Nine-
teenth-Century China (Berkeley: University of California Press, 2008). See also Andrea
Janku, “Drought and Famine in Northwest China: A Late Victorian Tragedy?,” Journal of
Chinese History 2, no. 2 (2018): 373—91.

4 Luoyang Municipality Old District Gazetteer Editorial Committee (% [H 7 & i [X & 4 %&
RREY), ed., Luoyang Municipality Old District Gazetteer (&A1 X &) (Zhengzhou,
1989). The original wording reads, “Y# LR VIE , WEFHIELSLKRIUE, EAR, LA
T, NBFEE+Z)\ I, A=EERTER, ”

4? Luoyang Municipality Old District Gazetteer Editorial Committee, 22.
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Taxonomy of Chinese Account Books

This section describes our taxonomy of traditional Chinese account
books. We divide the majority of traditional Chinese account books into
three major functional categories: operational accounts, general clearing
accounts, and capital accounts. The Fengshengtai records contain
account books almost exclusively of the first category. Nevertheless, we
believe an overview of our general-case taxonomy is useful as this
informs our view of how different Fengshengtai accounts are related.43
We subdivide our functional categories as follows:44

Operational accounts. An operational account is any account that
directly records transactions of the firm. This includes everything from
sales and purchases to wages and personal expenses of family
members paid for out of the firm’s pocket. We can further subdivide
operational accounts into four subcategories:

1. “Flowing accounts” (liushuizhang; #it/KK). These include any
account book that is organized by date. In the case of Fengsheng-
tai, they include “cash flowing accounts” (yingian liushuizhang;
AR /KIK) recording all cash income and outgo, “salt sales
flowing accounts” (maiyan liushuizhang; 3257 /KK), and “pur-
chase accounts” (zhihuozhang; & HK).

2. Client accounts (fenhuzhang; 73 /"JK). A client account is any
account organized by a specific counterparty, either individuals
or corporate entities. These include outstanding balances, exten-
sions of credit, and repayments between a firm and its counter-
parties. The client accounts correspond exactly to what Yuan,
Macve, and Ma label “Stage 2” account books.45

43Qur approach is similar to that of Yuan, Macve, and Ma, “Development of Chinese
Accounting.” They classify account books into four “levels.” Flowing accounts correspond
roughly to Yuan, Macve, and Ma’s Level 1, client accounts to their Level 2, and capital accounts
to their Level 3. Compare previous scholars, who divide account books into “flowing” and
“refined flowing,” based on the latter’s supposedly being derived from the former. Thus, as
Auyeung, Fu, and Liu, write, “information about a transaction was first recorded in the
caoliu, transferred to the xiliu, and posted to the zongqing.” Auyeung, Fu, and Liu, “Double-
Entry Bookkeeping,” 82. A similar taxonomy is used in Lin, “Chinese Double-Entry Bookkeep-
ing”; and Aiken and Lu, “Evolution of Bookkeeping in China,” 154. The latter write that Chinese
four-foot bookkeeping “developed the ‘three types of accounts book’ system, classifying Xi Liu
as the general, cash and purchasing and selling journals, while Zong Qing classified receivables
and payables, purchasing and selling and other ledgers.”

44This classification system is modeled on Cao, Li, and Wang, “One Transaction, Recorded
Twice.” The main difference between this article and Cao, Li, and Wang’s is the latter uses the
category of “refined flowing account,” in keeping with the Chinese-language literature. Taking
inspiration from Yuan, Macve, and Ma, we drop this wording, which we do not find useful.

45Yuan, Macve, and Ma, “Development of Chinese Accounting.”
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3. Salaries and disbursement accounts (zhishizhang; ZA#JK).
These are also organized by a counterparty and contain a
record of wages paid, certain payments to investors or other
related parties, and other expenses.

4. Family expense accounts (jiating kaizhizhang; % JEIT320K).
These accounts record the expenses of families or lineages with
investments in the firm, which the firm pays for out of its own
pocket.

General clearing accounts. General clearing accounts (zongqing
zhang; 2iE0K) are the summary statements of the firm’s stocks and
flows, compiled based on the rough flowing accounts at regular intervals.
Note that we have not found any general clearing accounts in the Feng-
shengtai records. Nevertheless, a number of other examples of such
accounts from Shanxi merchants exist.4° The most important subcatego-
ries are monthly clearing accounts (yue zongqing; A &.J%) and yearly
clearing accounts (nian zongqing; “i.i%). Monthly clearing accounts
were calculated by adding up the daily subtotals of operating accounts.
Yearly clearing accounts were calculated by adding up monthly clearing
accounts. These accounts use the four-pillar method of summarizing the
firm’s financial position and calculating profits.

Capital accounts. For Shanxi merchants, the capital account was
known as the wanjin zhang (Ji4:); this translates to something like
“comprehensive funds account.” It records all capital transactions,
including equity investments, changes in equity, certain debt instru-
ments, dividend payments, and firm liquidation.4” There is some
debate over how standardized they were and whether they count as
“real” account books. But at least some capital accounts included
annual or triennial financial statements. For Shanxi merchants, capital
accounts were of two types:

1. Four-pillar account method (sizhujiesuanfa; D445 512%). These
are Chinese financial statements that give summary results of a busi-
ness’s profit, loss, and financial position over a given period. The
formula governing these accounts is either: Income — Outgo =
Present net assets — Beginning period net assets; or Income —
Outgo = Assets — Liabilities. Typical assets in a four-pillar account
include receivables, cash in the till, inventories, furniture and

4The best source for these is Jianmin Liu, ed., Jin Shang Shi Liao Ji Cheng (Beijing,
2018). This contains twenty-nine wanjinzhang of Shanxi merchants. Many include a yearly
clearing account. Most come from the Guangxu and Republican periods, but the earliest
comes from a general store in Quwo, Shanxi, dating from Daoguang 18 (1838).

47 Li Jinzhang (454§ %), Jinshang Laozhang (G %K) (Beijing, 2012), 7-33.
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fixtures, and advances given to employees. Liabilities generally
consist of loans, equity, and payables. Profits were calculated by
deducting starting capital from assets net of liabilities.4®

2. Statement of dividends (fenhongzhang; 43 41JK). These are state-
ments of dividends paid to shareholders, as well of the sharehold-
ing structure of the firm.

For Shanxi merchants, both four-pillar accounts and statements of div-
idends were often combined into a “comprehensive funds account”
(wanjinzhang; /3 4:J%). Some of these accounts contain only an abridged
financial statement.49 The line between general clearing and capital
accounts is therefore fuzzy.

The Fengshengtai Accounts

The Fengshengtai documents are account books taken almost exclu-
sively from the first category—operational accounts—along with several
miscellaneous account books. Its operational accounts consist mainly of
flowing accounts and client accounts. Apart from these, there are occa-
sional salaries and disbursement accounts as well as family expense
accounts. In this article, our focus on the accounting treatment of
revenue and purchasing leads us to analyze three distinct kinds of
flowing accounts, along with several client accounts. In this section, we
introduce the structure and format of these accounts before proceeding
in the next section to our analysis of revenue and purchasing treatment.
We note that the accounts are written in traditional Chinese, but we tran-
scribe them in simplified characters in keeping with standard written
Chinese.

The first type of flowing account that we analyze is a cash flowing
account (hereafter, “cash account”). The cash account begins with an
entry transferring the previous account’s balance to the new account.
It then records in chronological order the firm’s cash inflows and out-
flows. Entries recording cash receipts are written at the top of the
page, preceded by the character ru (A), meaning “enter.” Entries

48 Matthew Lowenstein, “Financial Markets in Late Imperial China, 1820-1911” (PhD diss.,
University of Chicago, 2021), 387—406.

49For more in-depth discussions of Chinese four-pillar statements, as well as simpler
three-pillar statements, see Lin, “Chinese Double-Entry Bookkeeping”; Auyeung, Fu, and
Liu, “Double-Entry Bookkeeping”; Yuan, Macve, and Ma, “Development of Chinese Account-
ing”; Luman Wang, Chinese Hinterland Capitalism and Shanxi Piaohao: Banking, State, and
Family, 1720-1910 (London, 2021); Meng Wu, “Traditions and Innovations: An Exploration of
the Governance Structure, Business Strategy and Historical Development of the Chinese
Shanxi Piaohao, 1820s to 1930s” (PhD diss., London School of Economics and Political
Science, 2016), 46—48; and Hoskin and Macve, “Contesting the Indigenous Development,”
appendix 3.
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recording cash payments are indented downward and commence with
the character chu (i), or “exit.” Roughly twice a month, balances of
cash and silver in hand are summarized with an entry beginning with
the character cun ({7, meaning “keeping” or “to deposit.” Silver balances
are denoted with the characters zuwen yin (J£4(4%) or abbreviated as
simply zu yin (J£48), which translates literally to “pure silver”; among
Shanxi merchants, it denoted a fineness of 935.374 per mille. This
does not mean Fengshengtai received actual specie of such high
quality in all of its transactions—this would have been impossible.
Rather, zu yin served as the standard of account. Thus, if the firm
received physical silver of a lower grade, it would convert the amount
into zu yin for the purpose of bookkeeping.

The second kind of Fengshengtai flowing account that we analyze is
the “salt sales flowing account” (hereafter, “salt account”). The salt
account is dedicated to tracking sales of salt. It is organized in a way
that is similar to the cash account, chronologically by transaction. Salt
sales can be entered in several ways. In the event of a cash transaction,
as in the majority of sales, there would be two entries. First, the outgo
of physical salt would be entered at a downward indent, much like
cash outflow in the cash account. Entries for the outgo of physical salt
begin with the characters chuyan (i 2}), or “exit salt,” followed by the
physical weight of the salt denominated in jin. The second entry
records the receipt of cash for the salt. These entries begin at the top
of the page and begin with the characters rulai (\K), or “enter.”
Credit sales are recorded differently. Sales on credit commence at the
top of the page, beginning with the customer name. This is followed by
the characters quyan (Ht#h), or “drawing salt,” and then the physical
amount of salt. These transactions generally contain a note, in Suzhou
numerals (Suzhou mazi; 75Mi%7F), with the market value of the sale.
The fact that they are in Suzhou numerals is significant in itself.
Suzhou numerals are more convenient to use with an abacus and thus
are often used for prices or market values.5° In addition, Suzhou numer-
als are noteworthy because of the ease with which they allow numbers to
be paired with not only different denominations—including silver taels
and copper cash—but also measures of physical goods such as catties,
piculs, or boxes.5' Since China lacked a true standardized unit of

5°For an in-depth description of Suzhou numerals, see Yuan, Macve, and Ma, “Develop-
ment of Chinese Accounting.” The authors describe how Suzhou numerals were better
suited to calculations on an abacus than were written Chinese numbers. They also recount
the origins of Suzhou numerals, which evolved from ancient China’s “rod system” of mathe-
matics notation.

5'Zhang Jian'ge (5kMiX), “The Explanation of the Digit Zhangma’ in the Salt Sales
Accounting Book during the Republic of China ([ [ ik #1044 & 1 25 A BB i5),” Salt
Industry History Research, no. 1 (25 Mar. 2017): 23—27.
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account until 1933 at the earliest, a shorthand that allowed any number
to be denominated in a specific—and distinct—unit was highly useful.5>
Following this entry, indented downward, are entries denoting any cash
received as consideration for the sale. These indented entries start with
the character shou (I%), meaning “received,” and state the amount of
cash received. Some of these transactions do not appear to actually
involve trade credit, as consideration for the salt is given in full. In
these cases, there is generally something slightly more complicated
about the transaction, such as the need to give the customer change or
the use of multiple types of currencies to pay for the salt. An annotated
example of the salt account is presented in Figure 1.

To summarize, Figure 1 displays three entries—outlined in box 2—
for a transaction with client Zhu Haiyin (4#gE/)). In this case, the sale
is a cash sale, but Fengshengtai has received silver from Zhu Haiyin
and given him change in copper. These cash exchanges are indented
after the entry indicating Zhu Haiyin’s receipt of 60 jin of salt. If the
sale were made in credit, there would be no need for the second two
entries. Box 4 presents a simpler sale, where the customer purchased
salt using a cash payment.

The third flowing account that we analyze is a “purchase account.”
This is not merely our nomenclature but appears on the account
book’s front cover. This is one of the most interesting documents in
the Fengshengtai collection because material relating to the accounting
of purchases are rare. The purchase account is divided into two sections,
which we treat as two distinct account books. The top section is a flowing
account, recording purchases of salt. We refer to this section alone as the
“purchase account.” The bottom half is a client account, which we refer to
as the “purchase client account.”

The purchase account is organized by date and records purchases
of salt. Amounts are in three distinct units, either copper cash
(gianwen; £%30), silver taels (yinliang; #2%), or jin (JT) of salt. There
are three distinct kinds of transactions: dai (f), qu (i), and shou
(1%0). Dai and qu both represent expenses and are written at the top of
the account. Qu is seen commonly in Shanxi merchant documents; it
translates literally to “draw” (in the sense that one “draws down a
deposit” or “draws an advance”). Shanxi merchant client accounts fre-
quently use qu to represent withdrawals of deposits or advances, while
Shanxi merchant flowing accounts use qu to denote outlays and/or
expenses. The use of the character dai is more unusual. The nuances
that determined which purchases used qu and which used dai at

52 Austin Dean, “The Shanghai Mint and U.S.-China Monetary Interactions, 1920-1933,”
Journal of American-East Asian Relations 25, no. 1 (2018): 7—32.
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Figure 1. Salt account, Guangxu 7 (1881). Notes: (1) “Xin zhengyue chu wu ri kai zhang hongxi
daji” (#Fr1E A ¥ 0 FF K845 K %), meaning “First month of the new year, fifth day. Starting a
new account book for great fortune.” This marks the date, in this case 1/5 on the lunar calendar,
in the year Guangxu 7 (1881). Shanxi merchants often wished for good fortune or success on
the first entry of a new account book or of the new year. (2) These are transactions with a
client named Zhu Haiyin (4#ZEP). The rightmost entry reads “Zhu Haiyin qu yan liushi jin”
(ARIFEVELEL 7S )T), meaning “Zhu Haiyin received 60 jin of salt.” This records the physical
transfer of salt to the client Zhu Haiyin. The middle entry reads “Shou zuyin er liang ling er
fen 17 he qian 3,434” (BEHRXMO —4r17 £4%3,434), meaning, “Received silver of 2.02
taels, at 17 worth cash of 3,434.” This records the receipt of payment from Zhu Haiyin, to
the amount of 2.02 taels of silver. The character “zu” (/2 ) is short for “zuwen” (£ £0), and trans-
lates literally to “pure silver.” In practice, it denoted a regionally specific, high degree of fine-
ness. The entry records the payment value first in silver, and then converts it to copper cash at
the market rate of 1,700 copper cash per silver tael. Note that the exchange rate and the copper
price of 3,434 are written in business numerals. The final entry reads “zhaoqu gian wu bai wen,
liang qing” ($% 2 TL{f 3¢, Piii). It means, “Returned change of 500 copper cash. Transactions
cleared.” This is so because Zhu Haiyin paid for the salt in silver, while normally copper cash
would be used for retail transactions. But the amount of silver he had on hand to pay exceeded
the market price, so Fengshengtai gave him 500 copper cash in change. The “transactions
cleared” statement is used to note that after giving him his change, neither party owes the
other anything. (3) “Chu liu ri” (#1175 H), this is the date. It means “the sixth.” Note that for
this date, and all subsequent dates, there are no accompanying auspicious statements. (4)
This is a typical entry in the salt account. The first column on the right records the amount
of salt sold, while the next column on the left records the copper cash received. The salt
entry reads “chu yan sishisan jin” (*H#5P9-+=/7) or “Outgo of 43 jin of salt.” The second
column reads “ru lai da gian ergianlingliushisi wen” (AKFT4XTO75 10 30), or “Income
of 2,064 copper cash.” (Source: Fengshengtai Company Accounts, “maiyanliushui zhang.”)
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present elude us. The shou transactions are more straightforward. These
are written at the bottom half of the account and represent income—
usually of salt but sometimes of monetary amounts (on which more
below). The use of qu and shou bear a surface resemblance to Western
DEB debits and credits. It is therefore important to point out that the
logic is distinct from Western DEB in that gu do not equal shou. The dou-
bling occurs, rather, by making the same entries in cash flowing, salt
flowing, and customer ledgers, as we will demonstrate below.

There are periodic, semiregular summaries in which prior transac-
tions are added together and denoted with a gongdai (341X, meaning
“total expenses.” These summaries tend to occur after the third month,
the fifth month, and the tenth month. These months were almost cer-
tainly settlement months, during which the bulk of trade was con-
ducted.53 Month ten stands out as particularly important, during
which the bulk of salt purchases were contracted, delivered, and
settled. This reflects the seasonality of Hedong salt production, which
finished for the year around the middle of the tenth month.54 These peri-
odic sums are first totaled for silver and copper separately, after which
copper is converted to silver at the market rate. The sums are then fol-
lowed by a net sum, netting out any cash inflow in the account. After
this, the average price of salt in terms of silver taels per 100 jin of salt
is noted next to the net silver outflows, written in Suzhou numerals.
The price fluctuates throughout the year, as is logical since the Henan
salt certificate territory was a free market.

In sum, the purchase account tracks net monetary and physical pur-
chases of salt. In Yuan, Macve, and Ma’s taxonomy, it consists of a Level 1
document, while Aiken and Lu would classify it as either a primary or
secondary account. The purchase summary gives us a self-contained
“engineering equation,” in which opening balances plus net inflows

531t was typical of Shanxi merchants to concentrate settlements roughly four times per
year. This practice was formalized in Shanxi proper and across the inner-Asian frontier in
the institution of the biaogi. See Jiang Xuekai (#24#), “Shanxi Zhi Jinrongye L7444 2 4>
3 [The financial industry of Shanxi Province],” Banker’s Weekly (1936); Kong Xiangyi
(fL#:%%), “Biaoju, Biaoqi, Biaoli Yu Zhongguo Beifang Shehui Xinyong €25, i, #5Fl5
R E AL 754215 [Armed escort, maturity and interest rate for a deal and the social credit
system in North Chinal,” Jinrong Yanjiu 4zl 7t [Journal of financial research] 1 (2004):
117—25; Wang, Chinese Hinterland Capitalism; and Lowenstein, “Financial Markets,” 238—
349.

54The Hedong salt mining “busy season” lasted from the fourth lunar month to the end of
the eighth lunar month. This was the hottest time of the year, when it was quickest and cheap-
est to turn brine into dry, packed salt. Work finished in the middle of the tenth month. Yang
Qiang (#5#), “Study on the Wage of Salt Workers in Hedong Salt Lake during the Period of
the Republic of China (F[E N3 199 45 #hith 25 T T.%%),” Zhejiang Archives ({144 %), Dec.
2008, 54—56.
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equal closing balances.55 The equation governing the periodic summa-
ries does not roll forward previous balances but rather consists of dai
+ qu — shou =gong dai (or costs — income = net costs) for any given
period. The price is then calculated by dividing net costs by the net
amount of salt purchased. This shows that the monetary receipts
recorded in the purchase account are not sales but rather contra accounts
being netted out of the total purchase value. This makes sense, particu-
larly as we believe these receipts reflect sales conducted on agency for
related parties, rather than on Fengshengtai’s own account (and thus
are entered as contra accounts in the purchase account, rather than as
sales in the salt account). The purchase account may sound complicated
when described verbally, but a pictural explanation shows that it is actu-
ally quite straightforward.5® A sample of the purchase account can be
seen in Figure 2.

In addition to the above three flowing accounts, we also review
numerous client accounts. Client accounts consist mainly of ledger
accounts for customers and other counterparties. These are organized
by counterparty name, rather than by date. They record, among other
things, credit transactions with counterparties, including trade credit
extended to customers, loans advanced to borrowers, advances received
from suppliers or affiliates, purchases made on credit, and repayments of
the above. In the case of Fengshengtai, client accounts are organized spa-
tially, with outgo from Fengshengtai (i.e., extensions of credit) recorded
at the top of the page and income (such as when a customer repaid their
obligations to Fengshengtai) recorded at the bottom. Payments from
Fengshengtai to a counterparty began with the character qu (HY),
meaning “draw,” or jie (f£), meaning “loan.” The former indicates
either extensions of credit from Fengshengtai to a customer or repay-
ments of credit from Fengshengtai to a creditor. The latter indicates a
financial loan to a counterparty. Entries recording the receipt of credit
from a counterparty—whether a financial loan or trade credit—begin
with the character shou (Y%), or “receive.” Occasionally, a net balance is
calculated and recorded. Where Fengshengtai is the creditor, the character
gian (/X) is used, meaning “to owe,” since the counterparty owes money to
Fengshengtai. Where Fengshengtai is the borrower, the entry for the out-
standing balance opens with the character cun (%), or “keeping.”57

55 See Richard H. Macve, “Pacioli’s Lens: Through a Glass, Darkly,” Accounting Historians
Journal 49, no. 1 (2022): 83—92.

56 We borrow this method of analysis from Yuan, Macve, and Ma, “Development of Chinese
Accounting.”

57What we call “client accounts” correspond to Yuan, Macve, and Ma’s “Level 2” accounts.
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Figure 2. Purchases flowing account, Guangxu 7 (1881). Notes: (1) Reads “Qi nian san yue
nianjiu 1i” (-b%=H 11 JLH), indicating the date as Guangxu 7 (1881), 29th day of the third
month on the lunar calendar. (2) These are three distinct entries. They read, in order from
right to left, “dai zuyin sanbaisishiba liang er qian wu fen” ({82 HR&AE VI # )\ AR F 4,
“you zuyin qishijiu liang gigian wufen” (L@t ILH-EE T, “you gian yigian wen”
(X—F). The “you” character signifies “same as above.” Thus, the entries translate to
“Outgo of 348.25 taels of silver,” “Outgo of 79.75 taels of silver,” “Outgo of 1,000 copper
cash.” (3) These entries, written on the bottom of the purchases flowing account, represent
receipts. They read, from right to left, “shou gian sigiansibailiushi wen” (%P4 P44H 75+
) and “shou gian sanbaisasi wen” (8t ={f1/It/430), meaning “Receipts of 4,460 copper
cash and “Receipts of 334 copper cash,” respectively. (Source: Fengshengtai Company
Records, “zhihuozhang.”)

Sales and Purchase Accounting

The key to understanding the Fengshengtai accounts is that all
transactions were recorded twice—but recorded in distinct account
books. This includes, but goes beyond, the trivial observation that any
system of bookkeeping must record credit transactions twice as a
matter of technical necessity. That is, a credit transaction is always
recorded at least once as a sale and then again as an entry into the cus-
tomer’s or supplier’s ledger in order to keep track of receivables and pay-
ables, respectively. But in the case of Fengshengtai, even cash sales were
doubled. Cash sales were recorded once in the cash account and once in a
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Figure 3. Summary of account relationships in accounting for revenue.

specialized salt flowing account. Credit sales were recorded once into the
specialized salt flowing account and then again into the client account.
The result is a system of dualled entry revenue recognition, distributed
across three distinct account books. A summary of the system can be
seen in Figure 3. The three accounts—the cash account, the salt
account, and the client account—thus formed a kind of tripod on
which Fengshengtai’s system of dualled entry rested and that allowed
it to record to entries for all sales and collections of receivables.

The nature of the dual recording is complicated—and was extremely
difficult to figure out. The specialized salt account records each individ-
ual transaction, while the cash account aggregates several transactions
every few days. When transactions are aggregated, this is noted with
the character zong (5%), preceded by the number of aggregated transac-
tions. Thus, if the cash account has an entry aggregating two entries in
the salt account, the entry will read “ru xianshi er zong” (AT —55%),
or “Income from two current market [i.e., ‘sales’] items.” The er zong,
or “two entries,” refer to the number of transactions from the salt
account, thus comprising a crude form of cross-referencing.

To demonstrate the relationship between the salt account and the
cash account in more detail, we present an example. Figure 4 shows
how salt sales recorded in the salt account were again recorded, albeit
in a summarized form, in the cash account. An entry in the cash
account recorded both the monetary amount of the income and the
number of transactions referenced in the salt account.5® This suggests
that entries in the cash account pertaining to salt sales were themselves

58 For a table tracking all dualled entries between the cash and salt accounts for the first
month of Guangxu 7, see Cao, Li, and Wang, “One Transaction, Recorded Twice.”
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Figure 4. Salt account (left) vs. Cash account (right), Guangxu 7 (1881). Notes: Entries in the salt sales flowing account are aggregated and doubled in the cash
flowing account. The number coding matches the specific entries in the salt sales flowing account with their aggregates in the cash flowing account. The three
entries coded #1 in the salt sales flowing account read “Zhaoqu gian wu bai wen” (#% 2 1.1 30), “Ru lai dagian erqianlingliushisi wen” (A K41 £20T O/ 14
), and “Ru lai dagian sibaibashisi wen” (A kK% F /\+P0 30). These mean, “Returned change of 500 copper cash,” “Income of 2,064 copper cash,” and
“Income of 484 copper cash,” respectively. The entry coded #1 in the cash flowing account reads, “Ru xianshi er zong daqian ergianlingsishiba wen” (A7 —
FERET-OM A /)A30), meaning “Income from two current market items of 2,048 copper cash.” Note that it only counts two items, because returning change
from a silver transaction does not “count” as an item. This number ties with the entries coded #1 in the salt sales flowing account, as 2064 + 484—500 = 2048.
The two entries coded #2 in the salt sales flowing account read, from right to left, “Shou zuyin er liang ling er fen” ({2 #=\# O —4>), meaning, “Received
silver of 2.02 taels” and “Ru lai zuyin yi liang si gian” (A3 2 4R35 # /9%£k), meaning “Income of 1.4 silver taels,” respectively. The entry coded #2 in the cash
flowing account reads, “Ru xianshi er zuyin san liang si gian er fen” (AL = 5% £ 4R EFIPUE% =X 43), or “Income from two current market items of 3.42 taels of
silver.” This ties, as 2.02 + 1.4 = 3.42. (Source: Fengshengtai Company Records, “maiyanliushui zhang” and “yingianliushui zhang.”)
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copied from the salt account. We also see evidence of this in an occa-
sional lag of one or two days from when an entry is made in the salt
account to its entry into the cash account.

Salt sales on credit were also recorded twice: once in the salt account,
and again in the client account. They are denoted in the salt account by
the fact that the amount of salt sold is recorded in jin of salt with the
value noted in Suzhou numerals, but without a following line item
indicating cash income. There was also a relationship between the
cash account and the client accounts. Several types of transactions
could occasion an entry dualled on both the cash account and
client account. The first is when Fengshengtai gave a loan or an
advance to a client. During the Qing dynasty, it was common for com-
mercial firms to engage in lending or to provide credit to customers
and related parties. But more importantly, even commercial transactions
could be recorded in both the cash account and client account. When
receivables were collected, the cash inflow would be recorded on the
cash account while the reduction in the outstanding balance was
entered into the client account. To demonstrate how the entries in the
client account were connected to entries in the salt account and the
cash account, we provide Figure 5, comparing the relevant entries in
the client account along with corresponding entries in the two flowing
accounts.

The two entries in Figure 5 that are labeled 1 represent sales made on
credit to Jiao He. In the salt account, the first of these transactions reads
“Jiao He quyan babaisishiyi jin, 30.28 liang” (£ HXEE /\ 1@ PU+—F7,
30.28 M), meaning, “Jiao He acquired 841 jin of salt, 30.28 taels.” The
transaction is recorded first in physical weight of salt, with the total
value of 30.28 taels recorded afterward in Suzhou numerals (this
works out to a price of 3.60 taels per 100 jin, at the higher end of
normal market fluctuations). The second entry reads, “koudaiqi gen he
zuyin ba gian si fen” (HA2-GHRE 2 /\EPI4)), or “seven bags worth
0.84 taels of silver.” In the client account, these transactions are
doubled in two entries, also outlined in boxes labeled 1. The client
account outlined entries read, “qian zuyin sanshi liang ling er gian ba
fen” (R ER =1 O —4&/\4) and “qian koudai zuyin ba gian si fen”
(RIO4% 28 /\EVU43), meaning “Owes 30.28 taels” and “Owes bags
silver 0.84 taels,” respectively. These match the entries in the salt
account exactly. The date is also the same in both accounts, with the
transactions recorded for the twenty-seventh day of the fifth lunar
month in Tongzhi 3.

The entries outlined and coded as 2 in Figure 5, one in the client
account the other in the cash account, represent a cash payment
from Jiao He to Fengshengtai, clearing his silver obligations incurred
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Figure 5. Client account “Jiao He” vs. Salt account vs. Cash account, Tongzhi 3 (1864).
(Source: Fengshengtai Company Records, “laiwanglaozhang,” “maiyanliushui zhang,” “
qianliushui zhang.” Credit sale coded as #1, repayment of credit coded as #2.)

yin-

from the previous transactions coded as 1. In the cash account, this reads
“rushou Jiao He sanshiyi liang yi qian er fen” (AU A 2445 P —4k =
/1), or “Received from Jiao He 31.12 taels.” A matching entry, though
made after a brief, two-day delay, reads, “shou zuyin sayi liang yi gian
er fen” (BUEMM—P—5=7), or “Received 31.12 taels.” These
dualled entries also tie to the 1-coded transactions, as 30.28 + 0.84 =
31.12. In short, both the initial credit sale as well as Jiao He’s repayment
of this credit were recorded twice, with each transaction being recorded
in two distinct accounts.

According to our schema, purchases should be recorded with
doubled entries, much as sales transactions. Purchase account entries
should appear as cash outflows in the cash account or, in the case of
credit transactions, as entries into the client accounts. It is quite easy
to demonstrate doubled entries with the cash account. Unfortunately,
the critical client accounts—which would have been called something
like gianwai laozhang (R4MEK), or “venerable account of payables
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and debt”—have not survived (though there are such accounts for other
Qing-era firms). Had they survived, we could then see how “costs of
sales” and “profits” were calculated, given that market prices for salt
were not fixed. Fortunately, purchases on agency were also often made
on credit, and these purchases hit the purchase client accounts of
certain Fengshengtai-related parties. Thus, we can still demonstrate
dualled entries for a limited number of purchases made on credit.

First, we will give an example of dualled entries for cash purchases.
The examples are selected from the first page of the Guangxu 7 purchase
account and are compared to their corresponding entries in the Guangxu
7 cash account.

Figure 6 shows how all three purchases entered into the purchase
account for Guangxu 7 on the twenty-ninth day of the third month of
the lunar calendar are duplicated in the cash account. The entry coded
1 in the purchase account reads, “daiqu zuyin sanbaisishiba liang er
gian wu fen” (X% ERAEIUHE \HRNEK A5, or “Outgo of 348.25
taels.” This corresponds to the entry coded 1 in the cash account,
which reads, “chu Huixingzhen dai zuyin sanbaisishiba liang er gian
wu fen” (HaMEARLEESENH/N\HXET), or “Outgo in
Huixing Market of 348.25 taels.” Huixing Market, as discussed in
section 3, was the key entrep6t where Fengshengtai sourced its salt.
The transactions coded 2 and 3 are also dualled entries for purchases,
amounting to 79.75 taels and 1,000 copper cash, respectively. The
majority of entries in the purchase account are doubled in the cash
account, indicating that Fengshengtai purchased most of its salt
with cash.

Credit transactions were duplicated as well, though they did not, of
course, hit the cash account until settlement. Instead, purchases done on
credit were entered once into the purchase account and once into the
client account. The relationship between the purchases flowing
account, cash account, and purchases client account thus mirrors the
relationship between the salt flowing account, cash account, and client
accounts.

Once again, we do not have the client account that would have con-
tained the bulk of purchases on credit. Fortunately, we do have selected
summary accounts of Fengshengtai-related parties, many of whom the
firm purchased salt from. This is sufficient to demonstrate the account-
ing relationship between the cash flowing account, customer accounts,
and purchases flowing account.

Figure 7 compares an entry in the purchase account to an entry in
one of the client accounts. The outlined entry in the purchase account
records a payment of 153 taels of silver. There is no matching entry in
the cash account, indicating a purchase made on credit. Moreover, the
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Figure 6. Purchase account (left) vs. Cash account (right), Guangxu 7 (1881). Notes: Purchase of 348.25 taels outlined in boxes #1. Purchase of 79.75 taels is

outlined in boxes #2. Purchase of 1,000 copper cash is outlined in boxes #3. (Source: Fengshengtai Company records, “zhihuozhang” and “yinqianliushui
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Figure 7. Purchase account, Guangxu 7, 10/20 (left) vs. Client account, “Xiangshengde” (right). (Source: Fengshengtai Company Records, “zhihuozhang.”)
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purchase account has a note next to the entry, reading “Xiangshengde”
(#£8%1%), indicating the seller as Xiangshengde. This is confirmed in
the purchase client account, which contains an account for Xiang-
shengde. Xiangshengde’s account reads, “shiyue jiezhu jingcun zuyin
yibaiwushisan liang zheng” (+H4(EFFEMR —H LT =M), or
“balance outstanding at month ten, deposits of 153 silver taels.” This
does not appear to be a precisely matching entry; the language “jiezhu
jingcun,” or “net balance outstanding,” reads like it was transferred, or
summed up, from a different client account. Nevertheless, it shows
that some client account for Xiangshengde must have recorded the
debt of 153 silver taels, thereby matching the entry in the purchase
account.

The advantages of this system over single-entry accounting in a
single journal are obvious. First, it would allow a clerk handy with
an abacus to cross-check balances and ensure accuracy of accounts.
This is because income recorded in the cash account would have to
equal sales in the specialized flowing accounts minus changes in the
client accounts. Second, it would have been useful from a managerial
perspective. Fengshengtai would have ready access to a record of its
cash position and cash flows, as well as to recent salt sales and
trends in salt prices. We also note that this system appears to be
somewhat consistent with Yuan, Macve, and Ma’s analysis of the
Tongtaisheng accounts, at least in years for which Tongtaisheng pro-
duced specialized flowing accounts. It is not clear from Yuan, Macve,
and Ma’s work if Tongtaisheng’s specialized flowing account entries
were doubled with corresponding entries in the cash accounts (nor
was this the focus of their study), but their analysis leaves open the
possibility.

Conclusion

In the above section we showed how Fengshengtai accounted for
sales and purchases of salt. Here we assess what these findings mean
in terms of CDEB. In doing so, we borrow the framework from Yuan
and Macve, who classify bookkeeping according to stages of historical
development. Stage 1 corresponds to a simple engineering equation in
which opening balances plus net inflows equal closing balances. Stage
2 includes doubled entries for credit and financial transactions and a
balance sheet comprising financial assets (i.e., cash plus loans and
receivables). Stage 3 requires accounts with nonmonetary assets con-
verted into a common numeraire, thus allowing for balance sheets to
be produced. Stage 4 is the final stage, in which “full DEB enables pro-
duction of detailed income statements and balance sheets as part of an
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integrated and fully cross-referenced system.” Stage 2 and Stage 3 are
further broken up into substages denoting different levels of sophistica-
tion. Stage 2 (i) requires a common numeraire, while Stage 2 (ii) requires
a balance sheet, at least of financial assets and liabilities. Stage 3 (i) cal-
culates income through changes in the balance sheet. Stage 3 (ii) requires
doubled entries for credit transactions but “relies on period-end inspec-
tions for completing the financial statements.” Finally, in Stage 3 (iii), “if
all transactions are also integrated the system can produce analysed
‘income statements’ as well as ‘balance sheets.” This seems equivalent
to the Chinese method(s) that have been labelled sijidosha ([PU43]
= ‘four feet accounts’).”59 Stage 3 (iii), or four-foot accounting, marks
Yuan and Macve’s minimum threshold to qualify as CDEB.

The documents we reviewed in this article place Fengshengtai’s
bookkeeping at least in Stage 2 (i), which calls for dualled entries of
credit transactions. Indeed, Fengshengtai exceeds this threshold since
not only credit transactions but all transactions—including both sales
and purchases—were doubled. Furthermore, while no Fengshengtai
balance sheets have been recovered, we do know that Fengshengtai had
numerous shareholders consisting of individuals and tanghao (75),
often translated as “lineage trust.” This was typical of Chinese firms,
and of Shanxi merchant firms in particular.6© As such, it is a virtual cer-
tainty that the company would have prepared some kind of summary
balance sheet. This would place Fengshengtai—not incontrovertibly, but
in all likelihood—at the level of Stage 2 (ii) or Stage 3 (i).

More speculatively, there is an open possibility that Fengshengtai
reached Yuan and Macve’s Stage 3 (iii). This remains speculative, as
Stage 3 necessitates final tallies of all assets and liabilities found in
general clearing accounts. As noted above, this genre of account book
has not survived in the Fengshengtai collection. Nevertheless, we
believe our findings imply Stage 3 for several reasons. First, one argu-
ment against the existence of CDEB was the lack of evidence for
dualled entry of cash transactions, as required by the four-foot

59Yuan and Macve, “Some Theoretical Implications.”

50 On the shareholding activities of lineage trusts, see Madeleine Zelin, “Capital Accumu-
lation and Investment Strategies in Early Modern China: The Case of the Furong Salt Yard,”
Late Imperial China 9, no. 1 (1988): 79—122; and Zelin, “A Deep History of Chinese Sharehold-
ing,” Law and History Review 37, no. 2 (2019): 325—51. Writes Zelin, “In China, the lineage
trust, a private device to overcome state-sanctioned rules governing succession to property,
was ultimately accepted by dynastic authorities and became the basis for practices that
allowed the longevity of both charitable and profit-oriented entities.” Zelin, “Deep History,”
350. Zelin sees Shanxi merchants as making the most important contribution to Chinese cor-
porate structure. See also Lowenstein, “Financial Markets.” On the investing activities of
lineage trusts in commercial credit instruments, see Kenneth Pomeranz, “Traditional’
Chinese Business Forms Revisited: Family, Firm, and Financing in the History of the
Yutang Company of Jining, 1779-1956,” Late Imperial China 18, no. 1 (1997): 1—38.
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method. Now that we have discovered dualled entry of cash transactions
in the specialized account, it reopens the possibility that four-foot
accounting was used by actual firms. Second, the existence of a special-
ized salt sales account and salt purchase account suggests a desire to
monitor the income and expenditures (cash and credit) of specific busi-
ness operations. While this desire might simply derive from the need to
make superior business decisions, it also suggests a focus on using the
accounts to track income and expenditure—that is, to compile financial
statements. If the firm’s financial statements only tracked cash in
hand, the specialized flowing accounts would be superfluous.

In addition, we have circumstantial evidence militating in favor of
Stage 3 (iii) in Necessary Knowledge. The primer contains several chap-
ters on accounting. It describes a bookkeeping system in which doubled
entries automatically produce financial statements, including assets, lia-
bilities, profits, and dividends to shareholders.®* The system it describes
is exactly commensurable with the Fengshengtai documents. That is, the
textbook insists that sales be recorded twice: in a cash account and spe-
cialized flowing account in the case of cash transactions, and in a special-
ized flowing account and a client account in the case of credit
transactions.

One example is Necessary Knowledge’s prescribed accounting
treatment for buying and selling exchange (i.e., buying and selling
silver and copper).62 Necessary Knowledge tells merchants involved in
this business to maintain a duihuan yingian zhang (Gi3884%0K), or
“silver and copper exchange account.” The description of the account
is sparse. We transcribe it in full as follows:

S AR
FOL SRR
Exchange of silver and copper account
This is for buying and selling silver and copper.

This account appears to be a flowing account for recording all exchange
transactions. Cash transactions would be duplicated in a cash account.
Credit transactions would also have gone into the exchange account, to
be duplicated in a client account. In sum, the exchange account serves

61 For a detailed discussion of Necessary Knowledge, see Yuan and Macve, “Some Theoret-
ical Implications.”

%2 On China’s bimetallic system of currency, see Manhong Lin, China Upside Down: Cur-
rency, Society, and Ideologies, 1808—-1856, Harvard East Asian Monographs 270 (Cambridge,
MA, 2006); Debin Ma, “Money and Monetary System in China in the 19th—20th Century: An
Overview” in Handbook of Key Global Financial Markets, Institutions, and Infrastructure,
vol. 1, ed. Charles Calomiris and Larry Neal (Oxford, 2013), 57—64.
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the same function for a financial firm that the salt account serves for
Fengshengtai.63

We thus find ourselves in the position of a paleontologist with only a
few scattered bones, trying to decide what kind of skeleton they fit into.
In this analogy, Necessary Knowledge is akin to a sketch of a stegosau-
rus, drafted by someone who saw one in person. We cannot prove that
our bones belonged to a stegosaurus—that is, that the Fengshengtai
accounts belonged to a system of integrated bookkeeping as required
for Stage 3 (iii). All we can say is that they match parts of the skeleton
exactly. Thus, they are evidence, albeit circumstantial, that Fengshengtai
employed such a system. The weight of this evidence is a matter of judg-
ment. For our part, we consider the weight of evidence as implying a fully
integrated system. This would mean that Fengshengtai also had numer-
ous balance sheet accounts, “general clearing” accounts, and capital
accounts that, alas, are lost to the historical record. Other scholars
may disagree and prefer to see our inference as little more than conjec-
ture. We leave the question open to the reader, and to future scholarship.
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