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PREFACE

The present study undertakes to systematise the Chinese economic thought 

of the schools of Laotse, Confucius, and Modih with their effects on our 

economic life. As individual systems, Taoism, Confucianism, and Mohism, 

like Physiocracy or the Historical School, may emphasize any phases of 

economics from their individual viewpoints. It is therefore not necessary 

to follow the arrangement of the accepted form, to concede to the estab

lished truth, or to pay the slightest attention to Che topics that are 

greatly emphasized by other schools but non-essential to the Taoistic, 

Confucian, and Mohist systems of economics.

A comparison of the present study with Dr. Chen’s Economic Principles 

of Confucius and His School, the pioneering work of its kind, will proba

bly make the nature and scope of our study more clear. Dr. Chen follows 
the arrangement of the generally accepted text-books on economics, dealing 

with all topics in equal length and with equal emphasis as they are treated 

by the authors of these text-books. As a result, Confucianism, being so 

magnified, almost loses its individuality, because it is compelled by the 

plan adopted to conform with the accepted theories in economics instead of 

viewing economics from the Confucian standpoint. The present study tries 

to show the individuality of these systems and emphasizes what is emphasized 

by them. We point out the center and the depth of these philosophers’ eco

nomic beliefs, while Dr. Chen shows us the width and breath of the economic 

philosophy of Confucianism.

iii
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THE INFLUENCE OF TAOISM AND RELATED PHILOSOPHIES ON CHINESE ECONOMIC
THOUGHT 
CHAPTER I 

THE JUSTIFICATION OF THE STUDY 
While the aim of the present study is to make a systematic account of 

the economic maxims and moral teachings scattered, like those incident- 
ly appearing in the Bible or Shakespeare, here and there in the Sacred 
Writings of the great Chinese philosophers as well as in the subsequent 
works of their disciples, we may first state the reasons for the under
taking. Qtao objections are often raised, especially among the Western 
students, that these Sacred Writings of the East, like the Bible, main
ly consist of religious and moral teachings but little economic princi
ple, Second, while the Bible may claim its place in the history of 
economics by merit of its influence, though not by its theoretical 
contribution, the Sacred Writings of the Eastern sages can hardly be 
justified to claim an equal right, for they are supposed to have never 
exercised any influence upon the Western economists in the development 
and formation of their theories which constitute the science of economics. 
These protests are not entirely without ground. And, as the pioneers 
of the field which the present study covers, we must endeavor to offer 
satisfactory answers to the questions our opponents raise, to clear from 
our way the opposition which, if not checked in advance, may hinder the 
progress of our course, and finally to show that the neglected Shored 
Writings of the Eastern sages are not unworthy of a special account such
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ai the present study, and likewise not unworthy of being considered, by 
the economist as he ooasiders the Bible.
Zhe Sacred Writings Claimed as the Chinese Bible. Zhe desire of the 

Confucian and the Zaoist to maintain the Sacred Writings ia the equal 
rank with the Bible has been very persistent, although they are different 
from the Bible in nature, being net, like the Bible, the work of Cod.
Zhe Sacred Writings have been universally known in China, Japan and Korea 
as the Kings, the products of the highest order of literature, philosophy 
and science, written in the Chinese language. Svery word from the King, 
like every word from the Bible, was inviolable. While the word of a 
king was the law for the people, the word from the King was the law for 
even the king. Zhe emperor, the Son of heaven, might be criticised and 
asked to behave himself in a kingly manner, whenever he, being in* 
attentive to the instruction of the King, would go astray. In the 
extreme ease a rerc'uti- against the king could be justified, Zhe 
people were mere strictly held responsible to the inviolable decree 
from the King* A slight mistake or the emission of a single letter from 
the original Confucian text quoted was as a rule sufficient reason te 
reject the thesis for the degree of B.A., M.Ai, or Ph.D.? and to punish 
the author for misdemeanor; while the penalty for a grave mistake 
was death. Zhe reason for regarding the works of the great sages as

*P. Y. W. kvers. fhe Eastern Wat ions and Greece, p. 104.
2The equivalent te B.A., K.A., Ph.D. are "flowering talent," "promoted 

man," "entered scholar." Cf. P. Monroe, A Brief course in *h« 
of Education, p. 16.
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medieval Europe looked upon the Holy Scriptures was absurd enough; bat 
the fact was that the rank of the King was only comparable with that of 
the Bible. A number of Japanese, English, French, German, Butch, and 
Latin translators, to avoid father dispute, give the title "Sacred 
Writings" in stead of classics to the Kings.

The Place of the Bible in the History of Economies. —  Be it takenI
for granted that the Sacred Writings consist of not many sound economic 
doctrines as the Bible does, still they may be justified, as we will 
immediately see the reason, to claim an equal privilege. First, we 
will examine and review the faet that the place of the Bible in economics 
has been firmly established and reoognlzed by many, especially among 
the sympathisers and members of the Historical School. Eoscher in his 
"Geschlchte der Hatlonal-dkonomik in Deutschland. Ashley in his Intro
duction to Baalish Economic History and theory. Ingram in his History 
of Political Economy. Seligaon in his Principles of Economics —  all 
unanimously as sigh to the Bible its due place in the soienoe or the 
history of economies, because economic matters were an important part 
in the Bible.
Beasons for the Similar Claim of the Sacred Writings. — - Yet the 

Sacred Writings are far from being exclusively theological, and are 
not so barren of economic doctrines as the Bible is. They are not 
oonoerned with the life after our death, but with our present life in 
its moral, social and economic aspects. They embody many principles 
and systems which Western economists believe te be ideal.1 They exer-

1 According to Dr. Chen, Quesnay, father of Physiocracy, declared in
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oised a powerful influence orer the great minds of the West. They were 
onee hailed in Europe as "sensational* discovery vhen Eesusat's in
complete translation of the Tao Teh King appeared in 1825. * Professor 
Seager also acknowledges that they constitute "a great economic;., 
system* in China.2
Then can we justify ourselves in making an attempt to seek for, to 

discover, and to put into a systematically ordered form those obscure 
and scattered sayings of the Eastern sages as the authors on the history 
of eoonomie thought have given us the systematic accounts of economic 
dootrines from the Bible and Canon Law in their works on the subject? 
Taoism and Confucianism really not only exercise more influence in the 
development of eoonomie life and thought in the East than Christianity 
does in the West, but also modify the Western economic thought. Were 
the history of political economy cosmopolitan in character, Taoism and 
Confucianism should occupy more space than the Bible and the Canon Law 
do, for, as we*just point* out, both Eastern and Western economists have 
been influenced by them. The claim of the Sacred Writings for an equal,
if not more important, place in the Chinese economic thought may be

A —justified by their contents which, as we*just point*out, are far from 
being so theological, but concern our present life in its moral, social 
his Besuotlsme de la Chine that the political and economic systems in 
China were approaching the ideal of perfection.

Legge, "The Tao Teh King,1* the British q^aterlv Review. Vol. LXXVIII
0385), f. 77.
%Chen, The Eoonomie Principles of Confucius and Bis School. prefaoe.
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and economic aspects. They embody many principles which the Physiocrats 
believed to be ideal,*Smith borrowed to illustrate his theories (as in 
his theory that agriculture is more productive2and his anticipation of 
the stationary society which J. S. Hill further emphasised),^and the 
Chinese so strictly follow that the development of modern economic princi
ples and the progress of our economic life have been greatly checked.4 The 
claim may be further justified by the paramount influence of the ideal 
of the Sacred Writings, which has finally found its expression in our 
social, politieal, and economic institutions by which our economic life 
is regulated. Christianity has never had so great an influence on the 
Western economic life. China has practically been ruled by Confucianism, 
and every body Confucianized.5 On the other hand, Taoism has also succeeded 
to no small extent, in modifying the Confucian trait of the Chinese.
And "the greatest faot of all, is the characteristic traits of Chinese 
nature, namely, passivity, submissiveness, and moral concern, ali of 
which find an adequate cause and source in the teaching of Laotse,’*̂  
although the "Confucian philosophy has become,"1 more predominantly, "the 
guiding star of the Chinese goverment,*7 Let us take some particular and 
'ittaesaav.' on. cit.: Hide and Eist, History of Economic Doctrines, p. 56 •
2IS?ra, p. 19
?Mill, Principles of Political Economy, edited by Ashley, pp. 476-451.
4Infra.,pp. 21? ff.

^Monroe, op. cit.. p.12.
%>. Gaddard and H. Borel, Laot«uts Tao and Wu Wei, p. 3.
7Cams, ^e. Caj&pn oj Beasoa and TfrrfM. p. 6.
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mere concrete examples. Sr. Ife attributes the cause of China's eoonomie 
stagnation to the "erroneous theories of production amd distribution" of 
the sages.1 Even Dr; Sun, the founder of the Chinese Republic, agreed 
with Ho&ih^that Malthas was wrong in his theory of population,^although 
Dr. Sun was anxious for our eoonomie progress and the promotion of the 
welfare of the people, especially the laboring class. In short, our 
present systems of production (contempt for the merchant).^distribution 
(family as the small economic unit and "fire Delations’* as the greater 
eoonomie unit),-’and consumption (the importance of consumption goods over 
production goods)^are still based on our sages* teachings, net on eeomomie 
necessity.
The Relation between the Bast and the West. —  The basis of our first 

argument that Taoism and Confucianism like Christianity deserve a place in 
economics by merit of their influence on the economic life and thought in 
the Bast seems to be shaken by the seeond objection that the Western 
economic life and thought were hardly affected by the Eastern. Taoism 
and Confucianism, though influential in the East, are believed te have 
contributed nothing to the science of eeonomios in its course of develop
ment. The East and the West are far apart and were far more so. The

\lafr-. p, 38. 
2i s p  2tJ
h .  S. Sun, Lectures on Three P e o n l l B a ^ v l a i L . j . . . j o.\f :

4Is£r*. p. 137.
5J p p .  149 ff.
6I S p p .167 ff.
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science of economies was berm in the West, cherished in the West, developed 
in the West, and matured in the West. The last can claim nothing, while 
Christianity contributes much to the development of the science of eco
nomics, which was only "a part of theology."1 This, however, can not be 
too absolutely stated. When we begin to think of the comparatively late
growth of the seienee of economics, we will scarcely fail to realise that

A***,
in the time of a  Smith (1723-1790) China was no longer a closed book te the 
European. The balance sheet would indicate that in the exchange of goods 
as well as that of thoughts, China was in the favorable position.

Commercial Relations. —  Trade had been carried on between China and 
Europe extensively long before the time of Smith, and it greatly affected 
the spirit of the age and the mode of thought in Europe. The Eastern 
rarities were the pride in the imperial court,2and the aristocratic society, 
sung by poets, and dei-lineated by artists. These who could afford to 
taste the dear delight of the Eastern goods would hardly like to miss it.
For instance, according to Macaulay, "the taste for the spices, the 
tissues, and the jewels of the East became stronger day by day; Tea,

^Sellemaa. Principles of Economics. r>. 113.
9Elen Lung, the Chinese Emperor, and Louis XIY exchanged luxurious 

presents not unbecoming the dignity ef the kingp of kings in the East 
and the West. Louis* presents include the fine astronomical instruments 
which are still exhibited in the Chinese Government Observatory, Peking.
The Chinese emperor's presents include silk. Cf. Elen Lung's decree and 
letter to George 111 where a brief aocount ef the Chinese emperor's 
presents to several European Kings is given.
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which...had been handed round to he stared at and Juat touched with the 
lipe...was...a regular article of import, and was soon consumed in such 
quantities that finanoiars began to consider it as an important source 
of revenue.** In Paris, tea-drinking had long been a fashion in the 
aristooratic society before it was introduced into London; and the names 
of such famous French tea-drinkers as Cardinal Kazarin and Chancellor 
Seguier lived vividly in the memory of the fashionable society,2 England, 
however, being more developed in commerce and industry, soon predominated 
in the foreign trade of China and became more concerned with China, es
pecially in her economic life and development until recently.3
The oooaereial relations between China and Europe had even begun centu

ries before the birth of the science of economics when the Eastern influence 
on the West was already felt by many great thinkers*in Europe. In the 
Greek period, products were often brought from India and China.5 Cosmas, a 
Greek merchant who became a monk in his later years, gave an account of 
the maritime trade with China in his Universal Christian Tonography.̂

^Macaulay. History of England. Vol. IV, p. 226.
2Ibid.. p. 228.
^Since the Great War the position of the English has been lowered by the 

rapid increase of Japan's and America's foreign trade with China. Cf. 
"Foreign Trade of China." The Maritime Customs. Pt. II, Vol. I (1925), 
p. 3f Ibid.. Vol. II, p . 3.

^Schopenhauer, Jlietzsche, Samuel Johnson, Goldsmith, Adam Smith, eto.

^Herrick, a aM?nr. °t S s m w u i  P • 5*.
^Williams, The Middle Kingdom. Vol. II, p . 412.
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In the "Historical Besearches" Professor Heeren, advances the theory that 
commercial relations were already in existence between the Chinese and 
the Babylonian.* Down to Pliny's time "Heme traded extensively to the 
East"2regardless of the great risk involved.^

Intellectual Relations. —  Aside from the commercial relations between 
China and Europe, which continued to flourish after the decay of Rome,
"The Book of Ser Marco Polo,* according to the historian Bassett, "fired 
the imagination of Europe, heightened the charm of the East, and stimulated 
the hope of reaching the East by sea.** The famous book was first written 
in 1298, followed by numerous editions and translations into almost every 
European language, and *&s widely read by great thinkers and general 
readers. Although the book is, to a great extent, not an accurate aooount, 
yet it was looked upon by scientists as a new souroe of data in support 
of their experiments, and by philosophers as a basis for modifying their 
social, politioal, and economic theories. Bassett believes that Marco 
Polo's book, which describes China as one of the greatest and richest 
nations in the world, was an inspiration which strengthened Columbus' 
aspiration to reach China and other Eastern nations by sea directly.5 
U s  discovery of America only happened as an accident in the search for 
a new route to the East which he believed he had discovered all his

*A. H. L. Heeren. Historical Researches. Vol.I. pt>. 421-4261
2Herrick, op. cit.
?T. Prank, An Economic History of Beane, p. 254.
^Bassett, A Short History of the Uhited States. p . 27.
5Ibid., P. 26. Columbus possessed a copy of Marco Polo's book by Pinpino.
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life. 3mith in hie Wealth of latione also made use of the hook with 
reference to the economic conditions in China as described by liaroo 
Polo. It is needless to add that the hook has often been cited by many 
writers in various fields of study, although, with the increase of a 
large number of more accurate and adequate publications on China, it has 
become obsolete as a standard work for reference. The book is, however, 
not as fabulous as many thought it was, for Yule’s careful investiga
tion has eonfirmed several points which were hitherto doubtful and 
marked its inaccuracy!

The influence of these publications on the Western mind can hardly 
be over-estimated. Even*...at the present time, the studious German 
scholars are reputed as very eager searchers of Chinese philosophy,*2 
not to mention that the Europeans were more thirsty after the in
formation about China before her veil of mystery was lifted. Many, 
notably Schopenhauer and lietssehe, were greatly affected by the 
Eastern influence after they became deeply interested in the Eastern 
philosophy and life. Columbus was by no means the only great mind 
that was influenced by Marco Polo’s account. The book was instrumental 
in breaking down the medieval cosmography. Although there is no 
evidence which may betray the influence of Maroo Polo on Boger Bacon,^

•H. Yule. Maroo Polo, introduction.
2Y. S. Sun, Lectures on Three Populism, p. $2.
5The conception of the earth of Boger Bacon, a famous geographer of 

the 13th century, was based on the medieval beliefs of dogma and saints* 
sayings. Tide H. Yule, Marco Pole. Tol. I, p . 127.
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Marino Saao&o the Elder,'and Porlulano Mediceo,2yet it is recognized
•5that the famous Catalan map of t375 was made upon the has is of the 

aeeeont of Maroo Polo with respeet to the position of Cathay. H. Yale 
believes that ""in this map, it seems to me that Hareo Polo’s influence,
1 will not say on geography, hut on map-making, is seen to its greatest

4 5advantage.** With the numerous editions and translations of the hook,
it may he reasonably expected that the early navigators would read it
before they went to the East. Hor was the hook unknown to the fathers
of economics. We can oceassionally find the Oriental trait in the
writings of the Physiocrats, Smith, Malthas, of whom we will give a
brief account with reference to the development of their eeonomio doetrines
as affected by the influence of Oriental facts and thought.

Influence on the Physiocrats. —  The French, being indulged^in all
kinds of extravagance and luxury, including tea, silk, and spices from
China, were equally delighted by the charm of Chinese philosophy. That
*He made a map between 1300-1320, which was more correct than Bacon's

conception. Tide ibid., p. 129.
2&e made the first world-oap upon the basis of facts (in Laurentian 
Library). Tide ibid.
3The Catalan map is kept in the Library of Paris. Tide ibid.. p . 129.

The Venetian edition in Italian dialects by friar Pipino, also translated 
into Latin, the old French edition by the Soeiete de Geographic, the various 
editions by Klaproth, Abel-Bemosat, 2>*Avesac, Beinaud, Julien, Geldemeister, 
Bitter, Shmidt, etc. Tide I M 4., pp. xvi-xvii.
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the Physiocrats were greatly influenced hy Chinese thought can he inferred
from their writings and their environment where Chinese rarities were
looked upon as objects of taste. Sr. Quesnay lived in Europe*s most
beautiful court at Versailles where nothing marvellous was not presents
and, no doubt, the royal presents from the Chinese emperor to Louis XIV
were still there* Although we will not presume to know Whether Sr.
Qnesnay*s patroness Pompadour liked the beautiful Chinese Silk or not;
but those who portray her never fail*A*' carryify Chinese fan. Whether
he would approve of her way of living or not might be inferred from their 
lifelong friendship.1 Q&esnay was described as “the Confucius of Europe.**2

Asked, what he would do if he were the king, he answered Taoistically, 
"nothing.Turgot, while not entirely Physioeratic, is numbered among 
the ablest expounders of the school. His personal acquaintance with 
Chinese scholars resulted in a better understanding of Chinese philosophy. 
His Ar Js_say_ on_-the formation and Sistribution of Wealth was written for 
two Chinese students who were about to leave him for China.4 It is needless 
to add that a fuller knowledge of China was made possible by the rapid 
increase ef Prench missionaries in China. They visited China as early as 
the 13th century,and by the 18th century when Physiocracy flourished, they

lQueanay and Pompadour were very close friends. He saved her life 
twice and left the court of Versailles after Pompadour's departure.
Cf. Higgs, The Physiocrats, p. 56.
2Jbid., p. 47.
5Ibid., p. 45.
4Say, Turgot. p. 84.
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spread over the important cities, established schools, translated Chinese 
books, and oeeapled many government posts of great honor, as, the Presi
dent of the Board of Mathematics. * It is therefore not strange that 
Physiocracy is so harmonious with Chinese thought. On the one hand,
Laotse* s naturalism may be compared with the doctrine of "faturaJl Order 
and, on the other, agriculture is favored by Physiocracy and Confucianism 
with special emphasis. Judging from the fact that the Chinese systemsI
of despotism, self-government, and agriculture were looked upon with 
favor by the Physiocrats, we may safely assert that the Physioeratic 
theories were marked with Chinese traits. Chanted, that the Physioeratic 
doctrines were formulated independently of Chinese inspiration, yet it 
can net be denied that the Physiocrats could find nowhere better data 
and theoretical support than the Chinese economic conditions and philosophy, 
as only the Chinese emperor could answer the description of the Physiocrats* 
ideal as well as their royal patron* s wish that *L*Etat e'est moi ,”̂ and 
the Chinese were decidedly against Mercantilism and in favor of agriculture.

Influence on the Classical Economists. —  The wide spread of the new 
knowledge from the East in the 18th century did not yield the same result

*Cf. “The (ithoTic*-QmiriS,” Chi^m T«a» BooV f tce^icggT
2A comparison is given by E. V. Shaw in the introduction of his 

Democracy c m m . under the section of “The School ef
Laotse.” The natural order of Physiocracy is constructive, while 
that of Laotse, distinctive• The former wants a new social order, 
the latter wants no artificial order aft all.

^ Gride and Bist, History of Economic Doctrines. p.>6,
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in critical England as in dogmatic France.1 Die French, as patrons to 
the Chinese, love Chinese philosophy too snxeh to oritiolse it. They take 
pleasure in swallowing it as much as they eaa even before they find out 
whether it is poisonous or not. They defend it as if Itj&B their own.
Such consideration on the part of the French ean only be repaid by greater 
loyalty on the part of the Chinese. On the contrary, the English, eold 
and cautious, being afraid to aooept too ouch, but sparing no effort to 
digest thoroughly what little accepted, are not such foolish but loyal 
followers. Instead, they newer fail to make use of Chinese philosophy 
when it serves their purpose, and never fail to criticise and analyse 
it in order to avoid the mistake the French make. 2he challenge to the 
authenticity of the Tao Teh King was fcr the first time announced by an 
English author,^hile the French take the side to defend^it. To do them
the justice, the valuable services of both the French and the English
should be heartily appreciated. Without the French, the philosophy of 
the Eastern sages may not have been introduced into the West. Without
the English, it lacks the critical test whioh is indispensable to
modern research.

Smith. —  While the dogmatism of the Physiocrats pays great respect 
to Chinese philosophy, Smith, though more critical, is none the less influ- 
eneed by it. He would not acknowledge that the Chinese system could be 
the ideal standard for the European nations. Hut his ideal standard is 

an account of the French dogmatism and the itaglish criticism, cf. 
Cushman, A Beginner’s History of Philosophy. Yol. II, p. 215.

2i » P -  66.
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always like the Chiaese a ye tea. la stead of recoomending the Chiaese 
system as the Fhysioorats, he prefers to borrow Chinese eases to serre 
his purpose —  to illustrate his theories with Chiaese eases, whenever 
his theories are in conflict with the actual conditions in Europe. Their 
difference of handling the sources of Chiaese information —  i.e., the 
former dogaatically regard the Chiaese institutions as aost nearly, 
approaching the human society of perfection, while the latter critically 
takes suitable data from the Chiaese to support the theories which were 
independently formulated by himself, though the reservation most be 
made that such data might have exercised influence on him in developing 
his system —  having been indioated, we may now try to shew that Smith 
is equally influenced by Chinese thought.
In the ¥eal,th of Hat ion? Smith leaves the clue which betrays the 

fact that he was a great reader of the literature on China, which, 
to some extent, exercised influence on him in formulating certain 
doctrines we are going to discuss. So eloquently speaking of the other 
two distributive shares, he was confronted with difficulty when he came 
to the theory of wages. Clearly he saw the logical defect in the sub
sistence theory, but finally he gave no hint that he was rather in favor 
of than against it. that was the cause of his hesitation in formulating 
the subsistence theory of wages? Why did the optimist aad friend of the 
laboring class issue the cruel decree, or the “iron law,** against the 
laborer in regard to his pessimistic destiny? Sere we will see where the 
difficulty of refuting the “iron law“ lies. The more he studied the 
economic conditions in China, the more were his data to confirm the sub-
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sistenoe theory. At least, four or fire times Smith relied on Chinese 
sooroes to support the theory. Sere we may go into details.
Smith maintained that the wages of labor depeaded upon the wealth of 

a nation and the supply of labor,Aat higher wages. Sat he believed that 
this happy tendency could not continue indefinitely, fbr Instance, China 
was "one of the richest nations la the world." She had abundant capital 
to develop her resources. Here Smith raised his voice to warn us that 
when a country, like China, was folly developed, wages ooald be only as 
low as just sufficient for subsistence; beosase, with the limited field 
for further development, labor sad capital could not be utilized to the 
fullest advantage.

"In a country which had acquired that full complement of riches 
...both the wages of labor and the profits of stock would probably 
be very low....China seems to have been long stationary and had 
probably long acquired that full complement of riches consistent 
with the nature of its law and institutions,"*

Speaking of the neoessity of the subsistence wages in a fully developed 
country, he tried to prove the theory by a comparison of the economlo 
conditions in China during his time with those described in liareo Pole's 
book. He believed that any further change was difficult and wages had 
to stay just at the subsistence level. Although

"...China has long been one of the richest...countries in the 
world, it seems, however, tc have been stationary....China..;
*3mlth. Wealth of laltlouB. Vol. I. ut>. 99. 100.
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though it may stand still, doss not go back....She same or nearly 
the earno annual lahor oust therefore continue to he performed, 
and the fond destined for maintaining it must not, consequently, he 
sensibly demini shod."*
In support of his theory that agriculture is more productive hecause

"nature labors along with man,* he again relied on Chinese sources. He
believes that, since agriculture is more productive, "the policy of China

2favors agriculture more than other employments." Ikrmers, while they 
were worse paid than artisans in Europe, were better paid than artisans 
in China because they were more productive,^ The natural order was dis
turbed in Europe, while it was not in China. lot being able to free 
himself from the influence of the Physiocrats yet furthermore convinced 
by the aotual oases from China, Smith was naturally led to believe that 
agriculture was more productive.
Smith*s followers. —  Enough has been said of Smith. A brief survey 

of his followers, with reference to their writings where the Chinese 
influence is shown, will convince us that the Chinese influence extends 
to every classical economist besides Smith. In Hicardo*s Principles of 
Political Economy where eonorete example is scaroely given, we can, 
however, find that the author was familiar with the economic conditions 
in China.4 In his in Essay on the Principles of Population. Hal thus,

l5 U » .  PP. 75,' 76.
2Ibid.. p. 265.
3Ibid.. p . tJ4.
^ Hi oardo. Principles of Political Economy, -p. 245. Although Bieardo
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besides making many quotations of Chinese oases, devoted an entire chapter 
"flu the Cheeks to Population in China and Japan.** Here he was eonsoions 
of the faet that agricultural conditions in China suggested the existence 
of the law of diminishing returns and the necessity of the positive eheok. 
Studying the relation between population and food supply in China, he dim
ly glimpsed shat is virtually the law of diminishing returns, although he 
differed from Bieardo by maintaining that rent is due to the bounty in
stead the niggardliness of nature. According to him, the proportional 
increase of returns from land for the proportional increase of outlay 
would ultimately oome to an end as in the case of China, whose "wealth

2has long been stationary and its soil cultivated nearly to the utmost.*
And accordingly rent is high, and wages low; because the increase of 
labor prevents the land from yielding a proportional increase of returns.^ 
lfolthus*s influence on Bieardo, especially in his formulation of the theory 
of rent, can not be denied, Bieardo frankly acknowledged it in the pre
face of his Principles.* Here we are clear that Malthas was influenced 
by the agricultural conditions in China and Bieardo was influenced 
indirectly through Mai thus. Sown to the time of J. S. Mill, Europe and 
Isoaroely borrowed data from the economic conditions in China, yet he was 
indirectly influenced through Smith, for he quoted from Sbith -throughout 
his Principles in almost every paragraph.

1 Malthas, An Essay on the Principles of Population. Vol. I, pp. 206-230.
2Ibid.. pp. 216, 217.
^Malthas, Principles of Political Economy, p. 12$.
4Ingram, History of Political Economy, p. 123.
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China entered into oloser eoaaereial relations. Every day he read 
correspondences on business eonditions in the the East.* that period of 
looking upon the East "with, blind admiration" was over, while that of 
" encroachment" and economic “exploitation" was inaugurated. The "Opium
War" of 1841 ( whioh "inflicted a deep wound in the pride of China," was

2eoaeluded by the "Treaty of Banking," one year before the appearance of 
his System of Logic in 1645* Ihe publication of the eighth edition of 
his Principles of Political Economy (three years after his death) was 
preeeeded one year by the introduction of the Chinese Government bonds 
in London market of investment in 1875.^ We may also mention that Mill 
was in the service of the last India Company in London for many years.4

One of the striking facts in the classical doctrines is the unanimous 
agreement among Smith, Bieardo, and Mill with regard to the "Stationary 
State” of society although they lived in a dynamic society. Smith never 
mentioned the "Stationary State" without making reference to China.
Mill, in spite of the Industrial Revolution and economic progress in 
England, became more convinced of the coming of a static soeiety, whioh 
is described specifically in his Principles of Political Economy in the
""Tttil was in the service of the East India Company for many years.

2Krausse, The Ihr East, p. 56; ■Prai».arir>t (Eov. 24,
1841); Mayers, Treaties between the 'Bmmirm at China and Foreign Powers.
p. 1.
•t"A Chronology of China's Principal Events for the Past Plfty Years," 

The Past Fifty Years (Shanghai* Shun Pao, 1925), p. 5.
4Sain. John Stuart Mill, pp. 64-66.
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chapter "Of the Stationary State,”'which is generally oaitted in the 
text-hooks of political eoonoay hy modern economists. Ve are prohahly 
not without ground to presume that the source of inspiration for the 
elassical conception of the stationary society nay he traced either 
directly or indirectly to the static eoonomie conditions in China, whioh, 
according to Stallth, remained with little change from the time of Marco 
Polo to that when he wrote his Wealth of Bat ions, because her natural 
resources were utilised to the full capacity.
Ihrther Justification'. —  In addition to the commercial and intellect**/ 

relations between the East and the West, whioh may justify the present 
attempt, a third reason whioh is more concerned with the Chinese has been 
discovered by Professor Berner.2 Chinese history is chronological but 
never analytical. Economic history and the history of economies are 
wrapped in the voluminous account of political events, where every important 
happening is recorded from day to day, but not classified according to 
its nature and scope. It will therefore be helpful to give an account 
of the great philosophical and economic systems in China from the stand
point of their dootriaal differences.
We may add a tooth reason for the justification of the study. These 

great systems are in themselves encyclopedic in scope. Economic as well 
as ethical, philosophical, political, and social doctrines are scattered

TM111, Principles of Political Economy. Be. IT, Ch.71; Cf. W. J. Ashley's 
edition, pp. 7*6-751.
2Cf. jfflffia, j,. t6<
3Bemer, Economics for China, pp. 102, 103.
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here and there unorganised. We may be t a lose to find that the Sacred
Writings contain so little economic principles; yet they are predominating
in our economic life. They ore unorganised, but they are not less

e

influential. While their importance is justified by the influence they 
hare exercised, the labor spent to find the basic factors behind the 
achievement of the Sacred Writings, to analyse them according to approved
methods, and to present the results of the investigation in a more
systematic manner is probably not entirely wasted. The comparative 
popularity of Dr. Chen's work on Confucianism indicates the fact that 
even in the West, the atteapt to organize the economic ooncepts of the 
ancient sages of China has to some extent been met with approval.
With regard to the present and future economic changes in China, we 

may add a fifth reason. All economic Changes, evolutionary or revo
lutionary, are related to the past events and remote causes. Taoism and 
Confucianism have, for more than two thousand years, dominated in the 
Chinese mind. They have been instrumental in the formation and develop
ment of the peculiar economic systems, social institutions, and methods 
of production of the nation. Will their influence not be instrumental 
in the modification of the modern economic system which has already won 
its foothold in conservative China? Dr. Y. C. Ha has pointed out that 
one of the greatest obstacles in the way of the expansion of insurance 
business is the Confucian teaching that to expect or prepare for the 
benefit from a dear one's death is iamoral.1 Professor P. S. Be insoh also 
points out thus; "The study of the economic life of China, both in its

iTide ligSR, p. 38.
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traditional organisation under the old system and as affected by the 
transition to new forma and method, is of extreme interest..«.Banking mas 
based entirely on the personal credit of individual merchants* their 
property was not dissoeiated from their personality and made a separate 
element in granting credit.*1 Sr. Y. P. Tsai has oorreetly anticipated 
that if socialism invades China it mast he a socialism without the class 
war or the struggle between Labor and Capital. The prophecy has probably 
come true since the sensational success of the nationalist Party. Where 
the Iationalist8 are in power, there is a great increase of wages bat 
not any desperate struggle on the part of the capitalist who is facing 
bankruptcy. Ve can hardly account for such radical bat irrational changes,

*P. S. Be ins oh, "The Chinese Polities! Science Association,* *n»a Chinas* 
Social and Political Science Bev.. Yol. I, So. I (Dec, 1915). As a rale 
a gentleman’s promise is considered better than security. *A gentleman's
promise is better than a contract written on the leather.*
2"Current Events," tha Weekly, Ho. 495 (April, 1927), pp. 4-6.

The banks in Hangchow accepted on March 28, 1927 the demand (withdrawn 
after a few weeks on account of economic necessity) of the labor union to 
increase the salary of all clerks from $10 per month to $40 per month, to 
reduce the working hours from 10-12 to 6-7 per day, to give them $29 per 
month for board and room and $15 for their wives, to allow them 100 days 
per year for vacation and rest in addition to Sundays and holidays with 
right to receive their fall pay in addition to the expense' for travel 
and medical service, to double their pay for the month of December, to 
give them at the end of every year a boons not less than their salary for
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unless we keep In mind, that China, though conservative, has keen ruled fry 
the will rather than the mind, fry virtue rather than wisdom, and according 
to the motive rather than the result. lowhere can we find the psychologi
cal background of the social and economic changes in China except in the 
philosophy of the ancient sages, especially Confucius and Laotse, which, 
like the Bible in the Medieval Ages in the West, has dominated in the 
Chinese mind. As Ma, Be ins oh, and Tsai agree, all the modern economic 
systems and institutions, when introduced nto China, will be more or less 
modified by the Taoist.tc and Confucian influences as long as Taoism and 
Confucianism are there.
three months. This will indioate that how easily the class war (for 
instance, between oapltal and labor) can be avoided by government 
interference in China because of the peaceful and submissive character 
of the people.
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CHAPTER II
SHE CHABACTEBISTICS OF CGHSUCIAHISM AID TAOISM1 

The Historical Background. 2—  Towards the second half of the Chow 
Dynasty (tt22 B.C. —  249 B.C.) the former united China was, like the nap 
of Europe, divided into many countries, whieh continually engaged then- 
selves in war against each other. Is a result, a number of war-lords 
sprang up throughout the country until it was broken up into three hundred 
snail states, whioh were gradually submerged into the "Big Seven* through 
a long series of wars. The "Big Seven* and later the "Big Six,* until 
the beginning of the Tsin Dynasty, were independent of each other, 
maintaining their own armies, government finances, ednoatio.-al systems 
respectively, and being always ready to go into war without thinking it 
necessary to Justify the eause of the war.
This state of affairs, while disastrous to the welfare of the people, 

was instrumental in the progress of civilisation. Every state tried to 
improve the system of government, the means of transportation and ecm- 
mnnieation, and to lavish imperial favors on the learned and scientific 

1 The order of Taoism and Confucianism is reversed in order to state, as 
in a debate, the positive side first. Taoism largely eonsists of attaeks 
on Confueian doctrines. In order to know Taoism it is profitable to know 
what Taoism attaeks.
2For a brief aeeount of the period, ef. U. B. Li, Outline iff 

History, pp. 20-42.
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Mn. Boada were built, and canals digged, mines were extensively opened 
la order to obtain sufficient quantity of iron, oopper, silTer, fold to 
aeet the increased demand for them to make fighting implements and to 
eoln new currencies. * la agriculture the Tsing lien fystem2gradually lost 
its force, while land was cultivated more economically. In manufacture 

* methods were also improved. Silk was in vogue; beautiful palaces were 
erected by the new genius of engineering and provided with pompous deco
rations. The demand for better goods increased from the rich merchants, 
the aristocrats* the princes, and the princesses, who were increased in 
number with the increase of kingdoms. In commerce they began to learn 
the technics of foreign trade as a result of the breaking up of China 
into many oountries. The two or three centuries prior to the founding 
of the Tsin Dynasty la 249 B.C. were, in the history of China, the period 
in which the progress of science, art, and philosophy was made by leaps 
and bounds .5
Among the great thinkers of the period, Laotse and Confucius occupy 

the foremost placesHy virtue of their teachings and writings, which 
contribute much to the enllghtmeat of the Chinese thought. They were, 
in the eye of the European, respected by the Chinese with an exaggerated

Thu Trade and 4 iow of China, n. 1*6* V. E. Laa.

Currency. Banking, and ^  (nh1n&- PP- ?. *•
Bee, An Economic History of China, pp. 33, 34.

5K. C. Liang, History Of Chinese Tho«u*>t Analimt Times.

pp. 19-25.
*Ibid.. pp. 26 ff.
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honor which they did not deserve. In the eye of the Chinese, they were 
almost equal to God; and their words were obeyed by the Icing &&d his 
subjects. She final examination for the B. A. degree was Antirely based 
on Confucius* "Four Books," and the degree was the only prerequisite for 
higher degrees or governmental appointments.* Whenever difficulty arose, 
the Chinese officials turned to the "Four Books" for a solution, as if the 
"Four Books" were the final authority to be appealed to. When they retired 
from public activity, they began to turn themselves to the Taoietic 
writings, which, contrary to Confucius* teachings, denounoed public life, 
and placed emphases on self-cultivation, concentration, and non-action 
as the essential means leading to the goal of well-being and happiness.
The dividing line between the two great systems is, as we have just 
pointed out, so dear that it is not advisable to raise the question 
whether Taoism or Confucianism is more predominant, for each reigns in 
its respective field.
Yet the differences between the two great systems of the two con-

*temporary authors, living in the same enviroment and aiming at the common 
end, call for an explanation. Confucius and Laotse both witnessed the 
same disastrous wars, the suffering of the people, the luxohry of the 

P. S. Be ins oh. World Politics. Beinseh says that even the successful 
candidate is not assured of an official appointment without financial 
backing. As a rule, the government is only respc. ible for appointing 
a doctor of philosophy as magistrate. A bachelor of arts may also 
become magistrate; but no degreeless person may be appointed a magistrate. 
Also see Monroe, on. olt.. pp. 16, 17.
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competing aristocrats, the confusion of rites cud laws in the different 
kingdoms, the degradation of the moral standard, the weakening in the force 
of the ancient sages* teachings.1 Biey both were sympathetic with the 
people, auctions for peace, and looking for a plan for permanent peaoe 
and international brotherhood, on which the diTided China was to be 
reconstructed. The differences only arose from the different standpoints 
they took. To Confucius, the present sooial tumult resulted from the 
rulers* departure from the striot observance of laws and rites prescribed 
by the ancient sages for coming generations ;2while, to Laotse, the evil 
effects from the present social disorder were inherent in these laws and 
rites.5 The former put all the blame on men, while the latter put all the 
blame on the system. The one called for moral reform and surrender to the 
ancient sages* cenmsmd in order to return to peace and prosperity; while 
the other maintained that our present social chaos was the result of the 
ancient system, to return to which would swan another future chaos. It 
la therefore necessary that a new system which would infallibly guarantee 
us permanent peaoe and prosperity should be discovered.4 Confucius would 
be more than satisfied if society could be always kept in order as it had 
been during the reign of Tfco and Ann? while Laotse looked forward to the 
""feT <?.™Llaag, An Besar on the Hew nation. P. 218.

*K. S. Lieu, "The Origin of Taoism," The Moaist. Yol. XXYII, lo. J 
(July, !f17), p . J85.
5Laotse,^Tap Teh Flpg. Ch. III.
4Lieu, op. pit.. p . 586.
fy.9Jtfuci.an. Analects, pp. 214, 215.
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ideal form of government and society.' The former found the solution in 
the conscious, institutional, and moral restraints; while the latter 
found it in our emancipation from them. Like a pharmacist the Confuelan 
would invent medicine to cure the disease. Like a surgeon the Taoist 
would out at the root of disease with his sharp knife. A summary of the 
differences of the two great systems has keen made hy the distinguished 
Professor Liang. He contrasts them as follows:—

Northern School Southern School
(headed hy Confucius) (headed hy Laotse)
Bealistic Idealistic
Action Non-action
Worldly eare Care for future life
Polities and law* Philosophy
Class distinction Equality
Bnpirioal Rationalistic
Conservative Distinctive
Intervention Naturalism
Cod-feared Freedom of fear
Nationalism Internationalism
Aggressive Self-restraint
The Geographical Influence. -—  Professor Liang maintains thi

formation and development of the lorthern and Southern systems, the 
” *Lieu, op. cit., p. 387.

2Liang, History of Chinese Aneient Timas, pp. 30,
3t.
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geographical influence plays the most important part.1 In the South, the 
climate and rainfall are adequate for farming and husbandry as well as 
for human habitation. There are also ever-green mountains and melodious 
streams in contrast with the vast tract of desert and the dangerous 
Yellow Biver in the North. Aboye all, there are the beautiful and slim 
Southern maids in contrast with their husky Northern sisters. Nature 
seems to hare favored the son of pleasure in the South with fortune, and 
doomed his poor brother in the North to misfortune and hardship. As a 
consequence, the Southerner, being abundantly furnished with comforts 
and luxuries, develops a philosophy of non-action, naturalism, and non
struggle; while his unfortunate brother has to labor to lire, and to 
struggle with nature to palliate his doomed misery.
The Confuclan as the Constructor. —  Now let us state the position 

taken by the positive side first. The Confucian, like the social reformer 
and the modern economist, is therefore the great construetorin the sense 
that he would not trust his fate to the mercy of Providence. He is always 
the first to take measure to meet the arising situation, although he is 
conservative in the sense that he, in taking any measure toward reform or 
prevention of social evils, would follow the ancient sages* instructions, 
which, however, like the Monroe Doctrine,3may be interpreted in different 
ways as any specific issues may demand. Confucius himself, for instance, 
was a conservative but constructive worker; and his main object was to

tibia., pp. 27, 28. 
2Ibid., p. 52.
^Cmd. 1JI; G. B. Davis, Elements of International Law, pp. 110-115.
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promote social welfare and. to elevate moral standards. He travelled 
throughout North China, presenting himself to all the kings for appoint
ment. And at last he was employed hy the king of ha, Confucius* native 
country. He served La only three months, during which, he called a 
peace conference, proposed governmental reforms and vigilant enforcement 
of the Tsing Tien System, and raised the ethical standard of the people 
to the level where "no one would hother himself to elose the doors of 
his house in the night; no one would take away anything others losd; nor 
are man and woman he seen walking together in the highway." We may 
mention some great constructors among his disciples, such as Tse Hong, 
the great financier, £. Z. Wong, the greatest state socialist of China, 
Shan Iang, the projector of agricultural, industrial, commercial, and 
legislative reforms in Tsin Dynasty.
Economic Doctrines of the Confacian School. —  The kind of philosophy 

depends upon the kind of men the author is, the environment in whioh he 
lives, and the mode of thought of the period which affects his way of 
reasoning. We know that the founders of the Confacian Bchool are con
servative, hut constructive, not too philosophical, hut very practical,1 
horn in the land of poverty, where a meagre living requires a desperate 
fight, witness the results of the wars, and hear the universal cry of 
the people for peace and soeial order. How let us ask; Would they sit 
down to wait for the hands of Providence, or raise their own hands,
surrender to the judgment of natural order, or rely on human effort,
to carry out the social reconstruction and reform? Would they adopt the

fLieu. op. pit., n. J86.
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policy of lalssez falre or that of intervention in couneroe and industry? 
Haturally they will rather depend upon themselves than upon the mercy of 
natural order to stop the wars* to restore the social order* and to make 
regulations for production* distribution, and consumption.2 They were 
therefore to displace the natural order hy human laws and rites* to rely 
on superior men?for carrying out the functions of the government, to 
equalize the distribution of wealth so that the poor may escape the penal
ty of natural selection through the humanity of legislature, and to limit 
consumption in order to discourage luxury and waste. In short, the 
disposal of wealth, in practice as well as in theory* is subject to 
strict regulations in the science of Confacian economics.4
Confucianism and Interventionism. —  First of all, Confucians are inter

ventionists. All social progress presupposes the existence of rites and 
laws* by which the individual is governed and the social order is main
tained. 5 When these laws and rites are rendered ineffective by social chaos* 
the people will limned lately face the grave danger of an econimic calamity,

2Cf. Chen, Principles. where the economic doctrines of Confucianism 
are arranged according to the classical division into production* dis
tribution and consumption.
^Confacian Anal jets. passim. A superior man is the man with virtue.

The superior man and virtue are inseparable.
4lhe Boards of Food and Commodity of the Central Government were created 

to supervise agriculture and industry.
^Liang, The Development of Chinese laws and Bites, pp. 62-SO
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besides the sooi&l evils. First, during the war, for instance, the farmer 
is called to arms, and his field lies wasted. The economic loss thus 
incurred in an agricultural oountry under a feudal regime (China was feu
dalists in Confucius* timi) is more than apparent. Confucius anticipated 
that the law should even go so far as to prohibit war during the harvest 
time.2 Other minor social evils, as monopoly, luxury, large fortune, should 
also be rigidly modified by the law in order to palliate the evil of the 
inequality of distribution, whioh forms a more important part than pro
duction in the science of Confucian economics.5
The Superior Man V &  the System. -- The Confucians, being so confident 

of the power of laws and rites to modify those human activities which are 
directed by selfish ends against the well-being of society, must be great 
lawyers or law-givers! But, on the contrary, they are not. The Confu
cian interventionists are therefore quite different from their Western 
brethern who would begin to lay down certain systems and make minute 
regulations when the period of laissez falre is passed to that of inter
vention. After a system is definitely laid down with its minute regula
tions, it works almost automatically like the machine. In any division 
of organization in the West, business, governmental or educational, every 
department takes care of the work of a part of the whole system without 
knowing what the other departments are doing. But every thing will be 
well done, if the minute details of the system assigned to the individual 

flee, op. cit.. p. J.

2Infra, p. 151.
?Liang, An Essay on Kwaen Tse. p. 87.
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are strictly followed. This, however, does not interest the Confucians, 
whose emphasis is entirely laid upon the man rather than the system.1 The 
Confueiaas are looking for the "superior man® or "man with virtue." Let 
the superior man, being not bound to laws or systems,2watch us and do for 
us anything he thinks fit. To rely on man alone without a system is 
certainly not recomaendable; but it is the sweet dream of the anoient 
sages of the East as well as those of the West. Plato also preferred 
the superior man in his Bepublic. where, as he hoped, "either philosophers 
are rulers or rulers philosophize." Socrates died in the eause for exalt
ing the man with virtue.
With all the defects of the superior man system, it, however, possesses 

certain advantages the other system lacks. While it is not so just, it 
is more humanistic; for, in any case, the finality rests on the superior 
man's judgment, which, being unbound by laws, may be varied to suit indi
vidual differences.5 He is free to tolerate the existence of the illegal 
monopolistic organization which spends its earnings in promoting welfare 
works, free to exempt the famine district from tax or even to distribute 
foods and clothes at the expense of the increased tax in other districts, 
and free to behead one or two speculators or bankers whose hoarding of 
silver or rice causes the rise of prices. The superior man system is also 
credited with its efficiency in most cases.4 for instance, as soon as there

* Williams. The Middle Kingdom. Tol. I. pp. iCO-flte. 

p. 595.
^Penal Code. Introduction, p. xxviii; Williams, op. cit.. p. JBA.
Êdinburgh Review, Tol. XVI, l8l0, quoted by Williams, pp. 591, 592. The
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is any sign of labor unrest in the country, the superior nan nay, without 
waiting for the report of investigation, dehate in Congress, or advice of 
expert, take immediate measure of compulsory settlement. She success of 
opium prohibition in China gave the world a thrill in the efficiency of 
the Chinese system. But there are grave dangers lurking in the system, 
when it is abused to serve selfish purposes or placed in the hands of 
irresponsible persons, who, being unable to grasp the arising situation, 
would not listen to expert advice. In the complex modern society, where 
a single question is linked with many problems, static and dynamic, the 
superior man can only be relied on as far as he is working with a sound 
system which is to be carried by a well organized body of specialists 
assigned to the appropriate functions tinder the system.
Belations of Superior Han to Production, Distribution, and Consumption. —  

The Confacian School, while it is in favor of intervention by the superior 
man, is not antagonistic to the much criticised theory of J. S. Hill that 
in production natural force predominates; while in distribution, 
effort.1 The Confocians pay comparatively little attention to the question 
of production and«ift. blind to the possibility of increasing production in 
any other way than just following the natural order. It seems to him 
that nature has predetermined the process and fruit of production, or 
China has reached the stage of the "Stationary State" so that farther 
human effort is of no avail in the increase of production. Confucius 
Chinese law was credited by the Beview with its "reasonableness, clear
ness... the business-like brevity and directness."

iMill, op. cit.. pp. 199-201
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thinks that the only thing we can do, when we want to he more wealthy, is 
to increase the number of producers and decrease that of the consumers1 
(something like the labor theory of Stalth). He had not the foresight of 
Smith, Mai thus, and Bioardo, that the increase of labor would bring hard 
lot to labor; and therefore measures must be taken to control the supply 
of labor (Malthus) through human effort in order to palliate the approach
ing danger. Confucius thinks little of that. Even the hand of the su
perior man must be taken away from the activities in the field of pro
duction except to keep them from being disturbed.
Coming to the fields of distribution and consumption, the superior man 

is more encouraged to use all his effort to regulate them so as to bring 
about the best possible result for society. The ultimate goal of distri
bution and consumption is not the fulfillment of the law that the distri
butive shares are to be based on the service of the productive factors, 
which may dispose of their legitimate shares legally in any manner, but 
the fulfillment of the superior man’s ideals, which, like the theory of the 
socialists, aim at a more equal distribution based on individual need^and 
a more equal consumption based on moral and social obligation,5a theory of 
consumption probably new and objectionable in the eye of the Western world. 
The Confacian theory of distribution is overshadowed by that of the modern 
socialist, although their purposes and aims are the same. But the theory 
of consumption, being too much neglected in the West, not only so rigorous-

^Confucius. The Great Learning, p. 243,
^Chen, The Economic Principles of Confucius and Bis School. p. 466.
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ly but also so differently expounded, will probably arouse interest, or, 
at least curiosity, among the students of modern economies. Luxurious 
consumption is considered not only a social and economic evil but also 
immoral. Waste is a sin. No matter how rich a man is, to throw away a 
single grain of rice, wheat, or corn, or to leave a drop of soup in his 
dish after meal, or not to pick up a broken cash, a piece of paper, not 
to mention a grain of rice, when he sees it in the ground, will practically 
ruin his reputation, and consequently make him ineligible for any capacity 
of social leadership.1 To kill a cow or eat beef makes one liable to grave 
penalty by the law.2 To put beautiful dress on a man or woman without 
academic degree or official title will eliminate one from the class of 
respectable people.? And even sages and kings have no right to waste 
anything.
There were, however, certain exceptions where comforts and luxuries

tu
were tolerated. On any holders of'degree of bachelor of arts was be
stowed annually by the public authority a half pound of fresh beef, and 
on those of master of arts, one pound and a third.4. While the common 
people should wear cotton clothes, on the bachelor of arts was conferred, 
besides the degree, the honor of wearing the silk cap, the blue-colored 
^^Tseutse, Domestic p. 1.

2Cow and ox are used in farming rendering great service in an 
agricultural country. The killing of them was considered immoral, 
while that of the lasy pig, justified.
JTseutse, on. cit.. p. 1.
R̂iilea of Sacrifice in the Confucius Temple-
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silk gown, and the black-colored boots, which, as the law requires, aast 
be made at the expense of his father-in-law in recognition of the honor 
which his son-in-law brings to his daughter as well as to his family. Ike 

silk attire for master of arts is furnished by the government. The gown is 
purple. The doctor of philosophy of doctors of philosophy, the culmination 
of academic honors, conferred upon the first winner in the competitive 
examinations held once every three years at the imperial palace in Peking 
and partaken by all the qualified doctors of philosophy in China, is given 
by the Enjperor the red gown. These dignitaries or superior men, who are 
entitled to such luxuries, are by no means extravagant in private life; 
for according to Confucius, superior men may be —  unfortunately are 
actually —  underpaid.1 They should not even "exert to satisfy their

9hunger, nor to live with comforts." But in the entertainment of friends 
and relatives, in weddings and funerals, in contributing to the erection 
of public buildings, bridges, pagodas, the memorials of sages, open- 
handedness becomes a virtue; and economy, niggardliness.

This is the outline of the Confucian teachings on production, distri
bution and consumption, which have led the people to misery and poverty 
with which we are taught to be content. While the oapital thus saved, 
instead of being productively employed in the development of agriculture, 
industry aid commerce, is wasted in the pomp of weddings, funerals and 
entertainments without the slightest regard to the real significance of 
the moral lesson on economical consumption and generous givings, the

'Chen, on. d t  . p. 484.
^Confacian Analects, pp. 7, 8.
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people are becoming economically poorer and morally degenerate, for even 
the building of moral character can not be without its material basis.
The Confucian doctrine can therefore be assailed from all sides. From

the necessity of meeting the Confucian moral standard, there result
formalism and conservatism.1 In politics corruption and bribes prevail,* 
because the official, being the superior man, is underpaid, but required 
by the Confucian standard to be generous. As a result, “the Chinese 
ethical ideal never emancipated itself from its ceremonial expression.*^
To the economist, the Confucian doctrine is even more assailable. In

4his article on "Thought and Economics," Dr. Ma attributes the cause of 
the poverty of China to the misguidance of the moral doctrines of Con
fucius and his school, which discourage the safe and productive employ
ment of capital. Dr. Ma first points out that the lack of capital and the 
high rates of interest in China are due to the absence of the desire to 
invest capital for the bigger return in the future.5 In the second example, 
he points out that the Confucian doctrine on the immorality of the expecta
tion of or preparation for the benefit from the dead is the main obstacle 
in the way of the life insurance business in China.^ Dr. Ma mercilessly 

Fieinsch, World Politics, p. 90,
2Ibid.. p. 95.
^H. 0. Taylor, Ancient Ideals. Vol. II, p. 37®.
*Y. C. Ma, "Thought and Economics.* The Commercial World Vol. II, Ho. 2

(jeb. 1927), pp. 1-4.
5Ibid.. p . 3.
6Ibid.. p . 4.
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attacks even Tao and Shun, the ancient sage-emperors, admired and respected 
"by Confucius. The new school with the militant Dr. Mr as its leader, 
having discredited the Confucian economics of frugal consumption, vigorous
ly preaches the doctrine of efficient production.
The world seems to he ashamed of the failure of the Confucian economics 

of consumption hut proud of the success of the Western economics, which 
emphasizes production or distribution, hut not consumption. How many 
persons could have realized that the job of self-denial (economical coa- 
sumption) is by no means easier, though less successful, than that of self
development. It seems to the author that they are both great achievements 
of mankind —  only in different directions. The East has fought to suppress 
desire by reducing consumption —  a victory over man; the West, to satisfy 
desire by increasing production a victory over nature.
In spite of the practical failure of the moral economics which lias led 

the Chinese to poverty and formalism instead of prosperity and efficiency, 
the Confucians have rendered an inestimable service in throwing new light 
upon the solution of the theory on the harmony of private motives and 
social results as maintained by Smith and Mandeville. As Mandeville 
believes that the moral economics would fail, the Chinese have bravely 
made the experiment and proved that it is a failure. On the other hand, 
the Western economics is based on the motive of self-interest and proves 
that “greed, extravagance, envy, ambition, and rivalry are the roots of 
the acquisitive impulse, and contribute more to the public than benevolence 
and the control of desire.** The moral economies, as the critic of the new 

^jjblckenberg. History of Modern Philosophy, p. 202.
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school correctly states, is a “suicide doctrine,** which encourages the boy 
to help the weak until he is exhausted before he can reach the age of a 
man. It is really an economic suicide, that, while we hare only “coarse 
food" and poor garments for ourselves, we should display “the utmost 
elegance" in our “sacrificial cap and gown."1 Ho doubt, we were led by 
the moral economics of Confucius to poverty, as Mandeville, Snith, and Sr. 
Ma agree that morality and poverty are as inseparable as self-interest 
and prosperity. "A people among whom frugality, self-denial, and quite- 
ness of spirit were the rule would remain poor and ignorant.**' Is it not 
so with the East?
The moral economics has also thrown new light upon Maithus* theory of 

population. To the Westerner, the evil inherent in the over-growth of 
population can only be checked by the control of the rapid growth of 
population, or, more correctly, by new discoveries, inventions, or im
provements in transportation, industrial arts, and the economic system.
In the moral economics, we find another key to the solution in the control 
of consumption. Let the ratios of the increase of population and food 
supply be geometrical and arithmetical. We have nothing to worry about, 
for, in that case, we could make the ratio of the decrease of consumption 
geometrical or arithmetical too. The’ West solved the difficulty, according 
to the science of wealth, in the Increase of production. We also solved 
it, according to the science of poverty, in the decrease of consumption.
But, would not the subsistence theory of wages step in to interfere? 

Would not the normal course of reproduction be checked when parents subsist
'lalkenberg, op. oit.Y p. 20J.
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oh hare necessities? China* however, has continued to he the first
nation in the world as far as the size of population is eoncerned. * It

2is true that wages are low because of the abundant supply of labor 
coupled with a number of other causes; but the normal course of re
production is not checked by poor food and shelter.^ Early marriage, 
even among the poor, is common,^and the old bachelors and old maids can 
scarcely be found. The death rates and mortality rates are without 
question higher; but all the Chinese families grow bigger and bigger in 
size from generation to generation, and practically no family is discon
tinued. What acoount for this continuous increase of population against 
the subsistence theory? To the Chinese, who are accustomed to hardship 
and self-denial, it seems that eyen the minimum amount of necessities 
for one person may be further divided for two.or three. Wok under
consumption prevents them from fulfilling the sacred duty of rearing 
children, which is the first of the three filial acts.  ̂The validity of 
the subsistence theory is at least challenged by the increase ofm

*J. von Bloch. Die chlneslsche Frage." Zeltschrlft fur Social 
Wlssensehaft. Vol. Ill (1500), pp. 615-615.

2Eemer, Beading in Economics for China, p. 444.
^Bonar, Malthas and His Works, pp. 12, 15. Hoods, famines, wars, were 

attributed by Malthas as the main cheeks in China.
4"Das Heiratsalter fur asiatische Volker," Zeltschrlft fur Social 

Wlssensehaft. Vol. Ill (1500). p . 671.
^Meaoius, Bk. IV, Pt. I, Ch. XXVI, "There are three unfilial acts.

The first is to discontinue the family."
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population in China. Shis increase is to he rather affooted hy the filial 
motive or desire for posterity than hy the fluctuation of wages from high 
to low.
Recapitulation. —  Confucianism, as an economic system, may, therefore, 

he compared to socialism. It is in favor of institutional and governmental 
control of production, distribution and consumption. In production inter
vention is only limited to the prevention of the disturbance against the 
normal course of agriculture and free competition in industry. Little 
attention is given to the encouragement of production. In distribution 
intervention, regulation, benevolent institutions, and state aid, are to 
be relied on to make it more equal (upon the basis of need rather than 
service). Unequal distribution, according to Confucius, is worse than 
poverty of the whole nation.1 Intervention becomes even more important in 
consumption to discourage luxury and waste. The Confucians, while favor
ing intervention, however, are strongly against the increase of minute 
systems and regulations.2 Intervention, accordingly, should be effected 
whenever the superior man sees fit. It is rather an intervention by the 
will of the superior man than by a body of regulations .3 Having discussed 
""’Liang, Kwaan Tse. p. 87,
^According to Vilhelm, Confucius was under the influence of Laotse*8 

naturalism at this point. Cf. von K. Vilhelm, Laotse Pad Per Taolsmus.
P. 56. Professor Pott also maintains in his Political Ideals of Chinese 
Philosophers that from the Western standpoint both Taoism and Confucianism 
are in favor of naturalism in stead of intervention.
^Williams, op. cit.. pp. 58O, 381.
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the positive side, we may now turn to the negative side, namely, Taoism.
Taoism. —  Taoism is to Confucianism what naturalism is to socialism. 

The former believes in laissee falre. while the latter believes in inter
vention; the former, in the force of natural laws, the latter, in that 
of human efforts; the former in the Tao, the latter in the superior man 
or virtue; the former in construction, the latter in destruction; and
the former in non-action, the latter in action.1

1u.
The Taoist andADestroyer. —  That the existing social orders must be 

completely destroyed in order that a new harmonious sooiety may come 
into existence is agreed upon among Tsoists as the presupposition to 
all social reforms. Being led by this guiding principle, the Taoists 
can hardly be expected to make as many positive contributions to China 
as the Confucians have done. Laotse, the father of Taoism, whose 
hatred of public life was only equalled by Confucius * love of it, 
first quitted the government service with indignation, and finally tried 
to find a new land where no human beings, no laws, and no rites had ever 
existed. To him, laws, rites, governments, and institutions, while 
being devised by sages and legislators to keep society in order, were 
the very causes of war and social chaos, and therefore must be entirely 
abolished.2 While jealousy, hatred, religion, boundary disputes, economie 
encroachments, and imperialism may become the immediate causes of war, 
the ultimate ground lies in the oo-existenoe of nations in stead of a 
single nation or no nation at all in the world. Any improvement or en- 

1 Liang. History of Chinese Thomft* ^  PP. 50-51.
H. 0. Taylor, Ancient Ideals. Tol. II, p. 55.
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largement of law and system will defeat its own end, intensifying in 
stead of palliating social evill. Thus, marriage is the eause of prosti
tution, which could never have existed, were not the institution of 
marriage first created hy the sages. Lawlessness presupposes the law. 
Robbery and theft are inherent in the institution of private property.
The existence of the superior man raises the question of class dis
tinction. In a word, intervention or force is injurious. Laws and 
institutions are the causes in stead of the remedies of social chaos,
"Dass durch Zwang und Gewalt die Zustande gebessert warden, 1st eine reine 
Unmdgliehkeit.** If we could only go "back to the state of primitive 
simplicity," we would need "neither rulers nor laws."2
If the laws, institutions, and systems are the causes in stead of the 

checks, of social chaos, the Confucians would say let us improve them 
or return to what the ancient sages left for us, and let the superior man 
take the leadership. Then everything will be all right. On the contrary, 
the Taoists would say that the present disorder in society is the result 
from sages* laws. Can another new body of laws and superior men insure 
peace and social order? The Taoists, as the destroyers, discredit almost 
all parts of the constructive work which the Confucians have built.5 In 
economies they both oppose each other, just as in other branches of 
knowledge, with the exception of their theories on consumption, where 
the opposition, though not entirely absent, is less violent.

* von R. Wilhelm. Laotse Und Per TaoismusT r . 64.
2Taylor, op. pit.. Vol. II, p. 55.
^R. K. Douglas, Confucianism and Taoism. p. 174.
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Economic Dootrines of the Taoistie School. —  The destroyers of the 
law and system can reasonably he expected not to he so energetic and 
laborious as the Confucians in studying the chaotic sooial conditions 
and searching for the causes of chaos and the methods of remedy. While 
Confucius studied and travelled extensively, Laotse was inclined to 
abstract reasoning. He believed that the universal and eternal truth, 
whieh governs experience, could not be found in experience. "Thus the 
sage has knowledge without going out in quest of it, but he can identify 
things without seeing them.**1 In stead of going into actual details, he 
discovered, by means of abstract reasoning, not of experience or facts, 
the omnipotent, omnipresent, and omniscient law, the Tao, whieh may be 
roughly compared to.the physiocratlc conception of the the natural order. 
The Tao is the law of all laws that govern the universe, including un
questionably the entire field of economics.
Society would grow from one stage to another harmoniously when the 

natural course of Tao is not disturbed by human elements, as laws and 
rites. Unfortunately, our distrust of nature and self-confidence bring 
misery, distress, and sooial ohaos to mankind. "When Tao is lost In 
sight, its attributes [such as laws, rites, institutions] are shown, 
and social chaos arises.
The first attack is therefore on the superior man and sage, the maker 

of laws and rites as well as social disturbances. Sething is more absurd,
1 Laotse. The Tao Teh Kina. Ch. ILVH.
2Ibid.. Ch. I.
5Ibid., Ch. i m i l .
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for instanoe, than the attempt hy the superior man to improve the exist
ing system of disrihution and consumption. If the present distribution 
is unequal or if one class lives on luxury and another on hare subsistence, 
the causes lie in the institutions of private property and unequal taxa
tion, of which the superior man is the author.* "The hunger of the people 
is due to the exorbitant taxation*^or private “possession.*^ Being anxious 
to promote the well-being of the individual in society, yet hesitating to 
relinquish the opposing elements in the way of well-being, the Confucian 
superior man, while trying to palliate, really intensifies the inequality 
of distribution and consumption. They are just trying to cure the social 
disease from every corner except the root of the disease —  the system 
in which the inequality is inherent. The Taoists maintain that, contrary 
to the Confucian method, they cure the root of disease by just following 
the Tao.* If these social evils result from the existing system of distri
bution and consumption, the best remedy is the complete abolition of the 
present economic institutions.5 Taoism as an economic system exceeds 
naturalism and physiocracy by far in opposition to the state interference 
with industry and commerce, and is often regarded as an anarchism^in spite

fib id*., Ch. III.
2Ibid.. Ch. LXXX.
^C. F. Liu, t*The yitality of i'aotsefrEhilosophy.*1 The Monist.

Tol. XXX7 (July, p . 451.
*Liang, op. pit.. p . 10J.
5Cf. infra, pp. 77 ff.
^Faber is more inclined to compare Taoism with socialism and 

anarchism.
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of the fact that it merely denounces the activity, hut never the ex
istence of the governmet. Laotse tells us that "the government which 
governs the least is the best.*1 "With a government doing the least 
the people will enjoy prosperity. When the government keeps a prying 
eye, poverty and misery will arise.Society, like the water, will only 
he disturbed hy ally kind of outside force that tries to keep it in order. 
"How to make the turbid water clear?" The only way to make it clear is 
to "leave it alone to rest, and the mod. will disappear.**^ In the existing 
society with its numerous institutions and legislations in the production, 
distribution, and consumption of wealth, the beneficent natural order is 
disturbed by the labor of the superior man. The ultimate causes of the 
existing social evils or economic inequalities among individuals do not 
lie in the existence of the institutions and the government but in their 
activities, although all institutions are evil,for they are the conditions, 
though not the ultimate causes, of social evils.4 The more regulations 
The, more regulations and institutions for economic activities there are, 
the better are the conditions for social chaos. The only safe guidance 
for us is to refrain from doing anything in stead of trying to do some
thing so that the institutions may die a natural death without violence, 
struggle, and pains on our part.
If we recall ourselves to the geographical differences between the Soutly
'Laotse. on. cit.. Ch. XVII.
2Ibid.. Ch. LLIII.
?Ibid.. Ch. XV.
4Cf. igfra, p.
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the home of Taoism, and the North, the home of Confucianism, we will 
probably he convinced that the eoonomlc philosophy of the Taoistie 
School is to a large extent shaped hy the geographical influence. In 
the civilised and fertile South where food is easy to procure, institu
tions and laws only help the large landowner grow larger and larger 
and the distribution more and more unequal. In the barbarian and sterile 
North where only hardship makes subsistence possible, institutions and 
laws could hardly benefit the propertied olass as they benefit those in 
the South, but only help keep society in order and the people from star
vation. In the South laws and institutions seem only to restrict indivi
dual initiative and freedom; for, they, due to the higher and more 
refined culture of the South, are not needed to keep social order, or 
at least the law for the barbarian North is not suitable for the refined 
South as the Chinese law, according to the Westerner, is not suitable 
for the Western residents in China.1 In the South, everybody is a superior 
man himself, while in the North the superior man is needed to keep his 
barbarian brethren in order.

Taoism and Naturalism. —  The Taoists* objection to intervention of 
any kind of system or superior man, as we have seen, is based on the 
ground that, contrary to the Confucian doctrine, state or institutional 
interference intended to put an end to social evils is, on the contrary, 
more likely to give rise to them. Examples of this kind have just been 
given above, as the laws and rites for marriage, equal distribution, 
economical consumption, and private property. These are the very con-
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ditions of prostitution, inequality in distribution, dwindling, theft, 
robbery, and other evils. As long as these eonditlons or instruments 
for stealing and theft are there, the superior man, the one who is able 
to make use of them, is given the opportunity and temptation to take 
advantage of the people who lack the ability to use these instruments 
advantageously. They will be exploited by the superior man, who accord
ing to the Taoists, is their •‘thief.* The increase of institutions and 
regulations will only mean a corresponding increase in the number of 
exploitors and thieves.1
This iB probably not very much different from the doctrine expounded 

in Mandeville’s The Fable of the Bees or Private Vices Public Benefit* 
on the harmony of private interest and public welfare that selfish and 
public interests will spontaneously harmonize without any interference. 
In attacking state interference and the superior man, Laotse did not, 
however, tolerate any kind of indulgence in selfish pursuit as justified 
by Mandeville on the ground of beneficent social results automatically 
following it. His disciple Tang l’su2ought to be credited with the 
contribution which brings Taoism near to Mandeville*s viewpoint.
Yang Tsru anticipated that the gratification of ambitious desire and 

the achievement following it go together hand in hand. The straggle
^Laotse. op. fr.lt.. Ch. III. »If the superior men are so much 

benefited in society, the people will not so anxiously learn to 
be thieves.”

^Yang Tsu is a Tsoist who advocates the doctrine of the complete 
gratification of our sensuous desires.
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among individuals for bettering their lot, instead of being at the 
expense of the weak, inevitably benefits the public with the achieve
ment whieh they think they fight for themselves. Nature seems to have 
penalized the selfish by eausing him to work and die for the success 
which is only to be enjoyed by others.1 The great engineering feat, the 
exquisite painting, and the immortal literature are all the vicious 
products from the selfish motive for self-elevation and greatness.
Even those who seek knowledge just for the sake of knowledge are 
attacked and indiscriminately included among the selfish.
However, the Oriental philosophy, Taoism or Confuoianism, can never 

free itself from the conception of self-denial which characterizes the 
Eastern mind. Taoism, though analogous to naturalism, never recommends 
self-indulgence. Even Tang Tsu, while preaching sensualism, warns us to 
refrain from gratifying the ambitious desire for self-exaltation, whieh 
though beneficent to others, is self-destructive.2 The ?aoists do not 
seek for the promotion of public welfare by encouraging the selfish 
motives of self-development,-^or by stimulating the moral impulses of
l|-frywg Yaqg Tan~or The Gardeq of p'leEfroy,e, p. 36. "For fame's 

sake they endure all kinds of bodily hardship and mental pain.
They dispose of their glory for the benefit of their clan, and 
«ven their fellow-citizens profit by it.“
2Ibid., p . 31.
Laotse. op. cit.. Ch. XLIV. "Which is more evil? Getting 

or losing.* He answered that getting is more evil. This view 
is further expounded by his disciple Chwang Tse.
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benevolence oi sacrifice 1 but will be satisfied with the abolition of 
the instruments of interference, i.e., laws, rites, governments, institu
tions, systems, and superior man. When these disturbing conditions are 
put to an end, the world is made safe for the peaceful reign of nature, 
under which all conflicts and disorders in society melt into social 
harmony.

She Tao vs. The Superior Man. —  Society, according to the Confucians, 
however, is kept in order and developed from the lower to the higher stage 
of culture and civilization by the teachings, laws, rites, and musie of 
the superior nan, which mark the dividing line between the civilized man 
and the barbarian or the animal.2 On the contrary the Taoists raise the 
question whether these are really contributions or impediments to the 
natural course of progress of society; whether it is a service or a crime 
to create the distinction between man and animal; and whether mankind is
more benefited by the superior man*s energetic labor than it would be, if

>

entirely left to the hand of Providence or the Tao. The poor superior 
man, with all his warm heart but blind eyes to deliver to mankind the 
message of social progress and well-being, actually prounces the decla
ration of war, misery, and social chaos for mankind against nature's

IJ. Legge, Hwang Tse, p. 52. nI have ceased to think of benevolence 
and righteousness."

*0. Z. Wong, An Essay on ̂ Political and Sooial7 Beforms. p. I. On 
the civilizing influence exercised by rites and music, Confucius said!
"It is by the Odes that the interest is aroused. It is by the Boles 
of Propriety that the character is established. It is from Music that
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■benevolence and tranquillity, whieh like the still water, would he dis
turbed hy human efforts.1
The utter destruction of the instruments for interference is not enough; 

and their author, the superior man, must also not he permitted to stand 
in the way of the Tao. The omnipotent Tao does not call for help from
any effort or system ever touched hy the human hand. “Every thing natural

2is beneficent; every thing human is injurious.* Taoism, as an economic
system, therefore, is the only doctrine of naturalism, which excludes
absolutely any kind of human effort.^ Physiocracy pays great respect to

4.the superior man —  man like the Emperor of China —  and relies on him 
to enforce the natural law. Smith was delighted to have his doctrines 
put into practice hy the superior man, William Pitt.^ Even anarchism
the finished is received.* Cf. Confucian Analects. p. 75.

1Laotse, on. cit.. Ch. XV.
OChwang Tse, Ch. IX.
According to Wilhelm’s interpretation of The Tao Teh King. Laotse 

anticipated the modern era of machinery whieh lightens human effort hy 
utilizing mechanical and natural forces. *So liesse sich durohaus im 
Geist des Laotse sogar une kaschinenkultur denken, fei der die Maschlnen 
ehenso selhverstardlich gehandhabt werden wie in alten Zeiten die 
Ackergerate, und hei der die Menschen in Erieden und Sicherheit wohnen 
als ruhige Beherrscher der Maschinen und nicht als ihre Sklaven." Cf. 
Wilhelm, on. oit.. pp. £8, 69.

*Gide and list, History of Economic Doctrines, p. 36.
5n>ldt. p. 105.
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depends upon the superior nan —  revolutionist and general —  to throw 
out the existing institutions, end guarantee the individual liberty on 
a new social and political foundation. The superior nan is unquestionably 
more needed by socialism and interventionism than by naturalism. But 
the naturalism of the Taoists, besides being hostile to intervention and 
the superior man, advocates that we must let the fool rule the world; 
for the fool knowing little or nothing of laws, rites, and social usages, 
the enemies of the Tao, is the only safe guardian of the Tao.*
But how can such an utter destruction of the instruments of interference 

be made possible? Taoism is not, however, revolutionary.2 It just preaches 
to the superior man as well as the public on the futility of interference 
and the benefits of following the Tao, which will automatically prevail 
throughout the world when human activities are reduced to minimum and all 
institutions destroyed.

4bDelations of*Tao with Production, Distribution, and Consumption. —
While ghfucianism advocates the adjustment of production, distribution, 
and consumption by the superior man, ^aoism that by nature or the Tao.
If there is any evil result from the existing economic system, the only 
remedy is to abolish the system. So improve the system or to trust the 
superior man to enforce it more rigidly is only to add another mistake 
to the mistakes already committed. The aim of Taoism is, therefore, 
the abolition of all human institutions; while that of the Western

P.”?7. "
2laotse, op. cit.. Ch. XL. "The production of all things is by an 

evolution, not revolution or cfeation.”
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naturalism is to a large extent, constructive. Quite logically, the 
deduction from destructive naturalism is different from or even anta
gonistic to that from constructive naturalism of the West.

In production the Taoists advise not only against slavery,'monopoly, 
hut also the Tsing Tien System whieh the Confucians cherish. When society 
is in its natural state hack in the primitive period, everybody got 
neither more nor less than what they needed for maintenance of life with
out M s  being necessary to work hard or enslave others. As institutions 
grow more and more men are compelled to live on sweat, not because we are 
less productive but we are exploited by those whose job is to rob us by 
means of the institutions. The government, war, and superior men are 
supported by the people at the expense of their own sacrifice, which 
drives them to more and more wretched conditions, as slavery, under
nourishment, and premature- death. What good can the Confucians do by 
merely preaching or actually trying to maintain the social order so that 
production would not be disturbed, when these disturbing elements are in 
existence? Moreover, to keep the producing class in order without cheek
ing the exploitation of the fruit of their labor is by no means, as the 
Confucians claim, a service to the people. The Taoists anticipate the 
society where neither any assessment is levied on, nor any bounty is given
to any of its member, as it is "back to the state of primitive simplicity*

2or the "age of idyllic ignorance.*
*Slaves are few in China. Cf. Williams, on. cit.. Tol. I. 

pp. 415
2Taylor, op. cit.. p. 55.
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When everybody may only enjoy the fruit of his own labor, there is 
nothing left for sowing the seed of sooial evils. Ho nation oan afford 
a war; the idle superior man must perish or become a laborer; and luxury 
and inequality in consumption and distribution are impossible. This is 
the normal state of eoonomic life under the reign of Tao, which will 
keep society in its natural order unless it is disturbed by human ac
tivities even though direoted purposefully towards helping or facilitat
ing the operation of natural order but ultimately engendering social and 
economic maladjustments. Against the Confucians, the Taoists believe 
that superior manfs effort should give its place to Tao in the production, 
as well as in distribution and consumption, of wealth. 'The production 
of all thing must be in accordance with the natural order.**
Coming to distribution, the Taoists advocate that it should be absolute

ly equal, but not merely more equal as the Confucians would ask for. Under 
the natural order, every one can produce as much as he consumes; and none, 
more. Under the existing system, it is always the producer, the laborer, 
v;ho gets, in many cases, less than sufficient for subsistence from what 
osught to be abundant for himself. Ho one is more absurd than the Confu
cians', who, through the creation of institutions, Justify the robbery 
from the laborer as contribution to the government, superior man, and 
capitalist for their services, and return a portion of the contribution 
to the most exploited as charity. This is Just to stake the robber a 
gentleman, and the gentleman a beggar. "He who gives is not philan
thropic....He who displays love is not (|or what he gives is Just a part

1Laotse. op. cit.. Ch. XL.
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of his lootqj benevolent."1
The Confucian has is of distribution upon need is also open to attack 

from Taoism. If the Confucian theory is true, the laborer should be 
regarded as a friend in need to the idle superior man and capitalist 
whose need the laborer supplies. But as soon as there are the institu
tions authorizing the idle class to live on luxuries exploited from the 
needs of the legitimate owner, the principle of the dlsributive basis 
upon need in its true sense or that of perfect justice is violated.
The institutions that justify the superior man’s claim on the social 
dividend are the fundamental evils in the inequality of distribution.* 
Distribution, therefore, should be based on the principle of perfect 

justice free from interference of the artificial institutions or laws. 
This principle of perfect justice is that everybody gets what his 
service yields him, neither exploited nor favored by the governmental 
aid, bounty, patent or privilege of any kind. When society approaches 
the threshold of this stage, justice and need become homogeneous under 
the reign of Tao, in which every one gets his full reward for his 
services, and nobody is too idle or too busy or in need of help. The 
Taoists do not believe that, without the bondage of institutions, there
TLegge, Swung Tse, pp. 57, 3fi.
2Laotse attacks the institutions of government and taxation as 

the causes of unequal distribution in chapter LXXV, attacks the 
existing social institutions that jsutify one’s claim and right 
to what one earns in chapter III, attacks the accumulation of goods 
at the disposal of the owner who does not need it in chapter LXXXI.
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oould fee any weak member in society inoapafele of making his own living,*
2as Darwin believes.

If everybody may live on the fall reward of his service, the Taoistic 
theory of' consumption ought not to object to luxury and extravagance, 
which have not resulted from exploitation but from the rich reward of our 
own service performed with more pains, better skill, or longer hours, 
But.it is not the case. Here the fact is again revealed that the con
ception of self-denial is deeply rooted in both Confucianism and Taoism, 
as well as in all branches of knowledge and everybody's mind in the East. 
While Confucianism, though against,luxury and waste, tolerates a comfort
able living -- at least comfortable in the sense of the Chinese -- for 
the people and luxury in some exceptional oases, Taoism preaches starva
tion. The Taoists are satisfied with the worst shelter, food, and cloth
ing, and their ultimate aim is to get rid of them entirely, which, hpwevei; 
oould be achieved practically by none with the exception of a few doubt
ful cases which have come to be known through rumors, traditions, super
stitious beliefs, and mysterious books. tfhen the Ultimate goal is reached 
the highest plane of complete satisfaction, happiness, and well-being is 
achieved; for they do not have to toil for a living, nor bother them
selves to struggle for their distributive share in the Taoistic utopia.5 

*Lieh Tse, however, believes in fate. He says that the fittest may 
perish, while the unfit may survive. Cf. infra, p. tOJ.

2Ior comparison between Laotse and Darwin, cf. Legge, TI,The Tao Teh 
King," the British Quarterly Bev.rVol. LXX7III (l8fi?), p. 107.
^Yin Z Tse, Applied Quietism, preface.



www.manaraa.com

mile absolute self-denial is the ultimate but remoter goal, particular 

opposition is raised against the Confucian justification of luxury and 
waste in the expenditures on funerals, weddings, music, and the erection 
of public buildings, which are defrayed by the social dividend that would 
otherwise go directly towards the elevation of the standard of comfort 
among the people.* Still worse is that ceremony, entertainment, and music
— > not to mention that they are, in the Taoistic sense, not productive of

2utility —  will engender economic calamity as well as social disorder and 
moral degeneration. Until these elements for the encouragement of luxury 
and waste are disposed of, there will never be any chance for the coming 
of the kingdom of Tao or the utopia. Contrary to the Western philosophy 
that the well-being of the people will be promoted by the improvement in 
the methods of production and distribution, Taoism and Confucianism both 
find the solution entirely (Taoism) or partially (Confucianism) in the 
control of consumption^
Taoism, as an economic system, may therefore be compared to naturalism 

in its positive sense, i.e., follow nature in order to obtain the best 
results for oneself and society. In its negative sense, Taoism, however, 
is different from naturalism, for the former aims at the total destruction 
of institutions, while the latter, though opposing all means created to 
limit the freedom of the individual, is in favor of the existence of 
institutions; laws, and regulations necessary for the maintenance of 
social order and the promotion of public welfare. Die Physiocrats “were 

lilodih, Chs. XXXII, XXXV.
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completely captivated by the ideas of orderliness, authority, sovereignty, 
and property.**1 Smith admitted that the natural order lies at the bottom 
of the existing institutions,^ich ought to be upheld rather than to be 
destroyed.
The Order of Importance of Production, Distribution, and Sonsumption 

in the Eastern and the Western Economics. —  Despite the different 
schools of thought in China, the unanimous eonoept of self-denial 
characterises all the Eastern thinkers as that of self-interest, the 
Western. With this fundamental difference, the Eastern economist pays 
more attention to consumption, less to distribution, and still less to 
production. The order of importance is just the reverse in the West.
The West seems to reason that the desire must be satified, and pro
duction must be adjusted to suit consumption. The East thinks that it 
is impossible to do anything against the natural order in production; 
but one can suppress one*s own desire and adjust consumption to pro
duction. So the Western achievements in the field of production is far 
ahead of distribution.^
And so it is with the development of economic doctrines. Taoism and 

Confucianism are both in favor of the principle of self**denial and both 
emphasize the question of consumption. In the West, most economists

*Gide and Rlatr"ou. cit.. p. 7.
2Ibid.. p. B7.
^A. W. Shaw, An Approach to Business Problems. p . 104; P. White 

and W. S. Hayward, lfarlĉ tlnr Practice, p. 1. They mean the distri
bution of goods among the buying consumers.
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probably agree that coaparatively little attention has been given to 
consumption. The father of economics has done his best work in the 
theory of production rather than that of distribution*—  not to mention 
consumption. Hext comes the socialist who comes to the next problem, 
distribution. And now we may add that we are beginning to pay more 
attention to consumption in theory as well as in practice. To Pro
fessor hiang's statement made more than ten years ago that "in the 
West, the obsolete economic policy emphasizing production has given way 
to that emphasizing distribution," we may here add that in the West 
attention is now given to consumption. She Chinese have paid their un
divided attention to consumption and distribution for several thousand 
years .^althou^i there was little for consumption and distribution.

IGide and Bist, op. cit.. p. 80.
2?or instance, in the United States, various examples may be enumer

ated, such as the pure food laws, the heavy taxes on luxurious con
sumption goods as diomond, curio, high-priced show, and a la carte 
dinner over two and half dollars. But the taxes on necessaries as tea,
salt are light or free.
3'The influence of the old Chinese theory is still predominating 

among even the political and economic reformers in China. Dr. Y« S.
Son paid soze attention to production in his International Develop
ment of China- Bat in his Lectures on Three Peouljsa. the backbone 
of Dr. Son's political and economic doctrines, he paid more attention 
to consumption under the topio "The People's Heeds," thus subordinating 
production to consumption. The eoranunist in China believes more one-
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The West has found the fountain oijWealth in production. The next 
problem is how to flow it equally into every house*in stead of over
flowing into a few prominent houses where the precious water is wanton
ly wasted. The Chinese have not yet found the fountain. But they 
have learned the lesson of economical consumption and equal distri- 
but ion. The next problem is not to connect more,pipes with every house, 
but to find the fountain of wealth in production.2
sidedly that the suffering of the pwople is due to the luxurious con
sumption of the rich and the unequal distribution of wealth. So their 
project of reform is based on distribution and consumption.

*Liang, An Essay on Kwaen Tse. p. 87.
2Economists of the modem school who base their project of economic 

reform in China on production are Y. C. Ma, K. Z .  Lee, K. W. Shaw, and 
others. More profound than Dr. Sun are many of his followers who show 
some sympathy with the eooncmists. Special mention should be made of 
K. D. Tai, one of the greatest economists among Dr. Sun's followers.
Tai almost entirely agrees with economists. But as a partisan, he up
holds Dr. Sun's doctrines.
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CHAPTER III 
TAOISM

Laotse as the Pounder of Taoism. —  There is no accurate account of 
Laotse’s life in existence.* Ee was supposed to be the contemporary of 
the Greek philosopher Anaximander (611 B.C.—  545?)» surviving him about 
half a century. He v/ne born in that is knov;n as Honan, south of the 
Yellow River, which forms with the Yangtse River the natural dividing 
line between the North and the South of China. He served on the Board 
of Sites of which he was an authority. Confucius, when he was thirty 
five years old, went to Laotse for instruction on history and rites.
The minute details of rites and the strict observance of them required 

of all officials or superior men in the transaction cf governmental, 
religious, and diplomatic affairs led him to think that the existing 
society rested on superficiality and formality rather than on sincerity. 
In an attempt to find the permanent and firm foundation for social re
construction, he tamed his attention to the study of philosophy, where 
he discovered the principle of Tao which he made the corner-stone of the 
universe as well as of science, art, society and government.
Whether he tried to found a new utopia in an unknown land, which was 

to be organized and administered according to the principle of Tao, or 
not, we do not know; but, having retired from the government service and 
discovered the Tao, he went northwest farther and farther until no man 

For laotse*s life, cf. Legge*7~Chalmers, Hue, Balfour, Cdrus, Giles.

6*
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know what happened to him.1
The Tao Teh King, his only work, was written at the request of the 

last man he saw in the extreme 'boundary, where, according to the law, 
no man was permitted to go farther. The author could hardly have dreamt 
that the influence of his little hook would nominate the Eastern mind 
for more than 2000 years and rule the people longer and stronger than 
the most powerful king. The Tao Teh King has come to he regarded as the 
foundation of Taoism.
The Development of European Interest in Laotse. —  The Tao Teh King, 

like the Ara.hia.Ti uightn - has heen raised to its proper place in the 
history of Eastern thought and introduced into Europe hy the french, 
scholars. In the thirteenth century, it was translated into Latin hy 
an unknown author of the Boman Catholic Church in China' The trans
lator was probably one of the missionaries sent hy the Pope to the Tar
tar Emperor of China and went there with Marco Polo. Ihis copy is kept 

*»De Guignes says he went to Ta Tsin, a country under the rule of the 
Bomans...; some suppose Ta Tsin to he Judea.Cf. Williams, op. cit., 
Vol. II, p. 207. M. Hue advanced the theory that he might have gone to 
Greece where his teachings might have also exercised influence on 
Socrates and Plato. "We know hy a creditable witness that he went to 
Bactria...penetrated as far as Judea, or even Greece....Though it can 
not he positively proved that our Chinese philosopher did really reach 
Greece, it is not improbable that there were Chinese there....“ Cf.
M. Hue, A Journey through the Chinese aspire. Vol. II, p. 176.

2Legge, Sacred Books of China, p. xii.
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in the British Royal Society, to which it was brought from the Indian
Office by Mathew Baper, fellow of the Society, on January 10, 1788,'
when philosophy from the East, following the story of fabulous riches
in the East, began to attract the European mind. Thirty four years
later, the first Chinese-English dictionary bought from Morrison, a
learned English missionary in China, by the East India Company at $60,

2000, was published in 1822, and fire or six kinds of Chinese-English 
dictionaries were published by other printers immediately after the 
first publication.2 The next year 182?, when the great economist Ricardo 
died^ll. Remusat, the French author and professor of Chinese in the 
College of France, thrilled the Eastern and the Western world4, with the 
"sensational** publication of his great work, Memoir on the Life and 
Opinions of Lao Tseu. which immediately aroused the European interest 
in Taoism.^ The first complete translation of the Tao Teh King was, 
however, done by Remusat*s student, M. S. Julien, in l£42.^ To Julien 
every sinologist is indebted for his immortal service, which greatly 
lightens the burden of the younger translators of the coming generations. 
The Tao Teh King was not only read by the French but also by the great

lm d   ̂p. xii i.
oLee, A New Cbî ftflft-ffrarlish Dictionary, preface.
5Ibid., preface.
*Legge, "The Tao Teh King,** The British Quarterly Review. Vol.

LXXYIII (188?), p. 77.
5Legge, cp. cit.. p. xiii.
6Ibid.. p . xiii.
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scholars in Europe, among whom may he mentioned the great Schopenhauer, 
who occassionally made use of Julien*s translation.1 J. Chalmers was the 
first English tranlator. His work was begun in tfiO-j and published in 
1864. Legge, one of the most distinguished and learned sinologists, 
published his translation in t879. There are numerous translations 
published in Europe and America from time to time, as indicated in the 
bibliography. The Western interest in Taoism as well as in other 
branches of Chinese philosophy is continuing to grow among the scholars 
as well as in the great institutions of learning, such as California, 
Yale, Dartmouth (College), Columbia, Oxford, Cambridge, especially 
Berlin, Lyoni and Paris Universities.

The Authenticity of the jgaq Teh King Disputed. —  The authenticity 
of the Tao Teh King has never been challenged either by the Chinese or 
by the French pioneers of the subject. Indeed, there seems to be no 
ground for doubting its authenticity. The Tao Teh King is not a strange 
book expounding new doctrines fundamentally different from the main 
streams of thought in China, although many subsequent Taoistic works are 
superstitious and of doubtful origin. There are many Taoistic works 
branded with the same mark of negative philosophy which distinquish#* 
Taoism from the other schools as an independent system. F^om generation 
to generation, the Taoistic writings continue to increase; however, all 
are built on the fundamental doctrines from the Tao Teh King. (Sin there 
be any room for doubt? Even though the Tao Teh King might be forged,

I Schopenhauer, Die Welt *als Wllle und Yorstellung. Vol. II. r 
568.
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yet its doctrines, so systematically developed and so ardently adhered 
to for thousands of years by millions of people, hare been turned into 
inviolable dogma. Can a forgery be expected to achieve what the Tao 
Teh King has achieved or to be regarded as the corner-stone of all 
Taoistic writings?
But this firm^ deep-rooted confidence in the authenticity of the 

greatest Taoistic work was, at least, to some extent, shaken by an un
expected challange from the critical English sinologist, H. A. Giles, in 
his article on the forgery of the Tao peh King, inhere he advances (l) 
the negative proof, (2) the heterogeneous, (?) the etymological proof 
against its authenticity. In the first proof, he points out that 
“Confucius in the canonical record of his life and teachings never 
once alludes either to Lao Tsu or his book... .Chang Tsu gives numerous 
conversational illustrations of Lao Tzu*s teachings.. .but he never men
tions a book."1 Three centuries after the death of Laotse, the historian
Se Ma Chien mentioned the Tao Teh King but told us that he never saw 

2it. In the second proof, he points out that Chwang Tse made numerous
quotations from Laotse; but these quotations are to a great measure
different from the present text of Tao Teh. K^ng in the wording, and

■*some of them can not be found in the feo Teh Kipg at all. In the third 
proof, he points out that there are some characters in the Tap Teh King 

^Giles, "The Remains of Lao-Tzu," the China Bevlew. Vol. XIV (1S86),
pp. 2jr-2£0, 555-156.

2Ibid.. p. 252.
?Ibid.. pp. 234-235.



www.manaraa.com

IQ

which are not written according to the Shno Wen.^the dictionary used 
in the time of Laotse.
The skepticism of Giles was immediately followed by a worldwide 

dispute on the subject in Asia, Europe, and America. The Chinese 
were the first to be shocked and for the first time to learn the 
lesson that even the sacred books should be subject to critical in
vestigation. Public opinion was favorable to the challanger. And the 
first critical history of the ancient Chinese philosophy was conse
quently written by Dr. Wu Shih, who, inspired by the English skepti
cism, made a careful examination of all the ancient sacred books from 
the critical viewpoint, which triumphantly helps to raise Dr. Wu*s 
book above all the histories of Chinese thought ever written and en- 
titles him to be listed as one of the twelve greatest living Chinese.
It is, however, strange to say that the English skepticism, though it 
found favor in the Chinese mind, was mercilessly attacked by the 
Westerners with the exception of one or two sympathizers.^ The French 
pioneers, Julien, firmly maintained the theory of the authenticity of 
the Tao Teh Klng.̂  Wylie declared that ^the Tao Teh King is known to

»Ibid.,p. 235.
2L. S. Ganett, “Young China." The Nation. Vol. CXXIV, No. 3218 (March, 

1927). p. 265.
^H. J. Allen, “The Connection between Taoism, Confucianism and 

Buddism in Early Days," Transactions of the Third International Congress, 
for History and Belirions. Vol. I, pp. 116-118.
*Legge, on. clt.. p. xiii.
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toe truly the production of Laotse.* Eatoer added more emphatically that 
"there is little room left for doutots regarding the authenticity of our 
Canon.*2 Legge rigorously attacked Giles in the China Reriew.^and 
the British Quarterly ReTlew. where he had made an exhaustire study of 
the Tao Teh King to lea re no doubt of its authenticity three years 
before Giles’ challange.4 In the United States objections were raised 
by Liu and Carus.^ All the objections were generally based on the argu
ments of Chalmers, the first English translator of the Tao Teh King and 
the first to answer Giles’ challenge. Against the first proof that the 
name Tao Teh Kinjy was not mentioned in the ancient books, he argued 
that although this name was not in existence until later, yet the say
ings of the book were well known among the people since Laotse’s time. 
While the historian Ze 15a Chien mentioned that he nerer saw the book, 

rWylie, "Notes on Chinese Literature," the China Review. Vol. XIV 
(1885-1386), p . 173.
^Baber, "The njjiMî Ijthe China Rerlew. Vol. XIII

(l885-tS86), p. 241.
^Legge, "A Critical Notice of ’Hie Remains of Laotse* Retranslated 

by Harbart A. Giles,* the China Rerlew. Vol. XVI (1887-1888), pp. 
19r-214.
*Legge, "The Tao Teh King,* the British Quarterly Reriew. Vol. 

LXXVIII (July, 1883), pp. 95-107.
K̂. S. Liu, "The Origin of Taoism," the Mbnist. Vol. XXVII (July, 

1917). p. 377i Caras, "The Authenticity of Tao Teh King,* the Monist. 
Vol. XI (1901), pp. 574-601.



www.manaraa.com

he also told us that he liked better the doctrines of Laotse than those

probably the sayings of the Tao Teh King were on everybody* s month so 
that it was not necessary to see the book. Against the second proof 
that the quotations from Laotse by different authors are different, and, 
in some cases, are even antagonistic, he argued that the inaccuracy of 
quotations was commonplace in the Chinese work. Even in the works of 
the modern sinologists, quotations from the Chinese sources are not —  

indeed can not be —  as accurate and. uniform as from those written in
Athe European languages. Against the third proof that some words in the 

Tao Teh King are not to be found in the Shuo Wen —  they are

mological difference is due to the fact that all books were burned in 
212 B.C. by Sie Wang Ti and some words of later origin were used in 
the new publication. Thus ended the dispute among the Western soholars 
in favor of the opponents until Dr. Wu opened the old question anew, 
arousing the dying interest in the subject for further investigation 
and postponing the time of the final judgment until it is more oppotune*

*J. Chalmers. "The Tap Teh King Remains.** the China Beview." lol. XIV.

<1886). p. 324.
2Ibid.. p . 32J.

of Confucius.1 Dr. Chalmers thought that by the time cfZe Ma Chien,

“whose equivalents in the Shuo Wen are
Dr. Chalmers maintained that almost in every ancient

Chinese book there were some words not written aecording to this 
standard diotionary^and the Tao Teh_King was no exception. This eti-

5Ibid.
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The Tao Teh King. —  The Tao Teh King is probably the shortest book 
exercising bo much influence over mankind. Although it only eontains 
about 5000 words, it has been the basis of all Taoistic writings. The 
second greatest Taoistic work by Laotse*s follower, though twenty times 
longer, is merely credited with the merit that its "brilliant pages... 
contain little more than his ingenious defence of his master*s specu
lations. All members of the Taoistic school regard the Tao Teh King 
as final, never trying to make any improvement on it, though numerous 
books have been written to interpret and propagate its doctrines with 
the result that "Taoism...has most profoundly influenced the Chinese
mind.

Tao and Teh, being the equivalent of the English word morality, are 
two technical terms in the Taoistic terminology. Tao means Nature or 
the fundamental law in the universe or the first cause of all subse
quent causes. It was variously translated into English as the "way" 
by Giles,^the "reason" by Carus,*the "course" by Legge,5and the "Logas**
by the Christian translators.^ Williams, Borel, and Groot retain the

7word Tao in their translations. The attribute, or virtue, or activity
1Legge. Sacred Books of the East. Introduction.
2Liu, op. cit.. p. 376.
^Gftddard and Borel, Laotzu’a Tao Teh and Wu Wei, p. 113.

p- 3. 
glbld.. p. 114.
6Ibld.. p. 3.
7Ibid.. p . 114.
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of Tao is Teh. Tao is therefore theoretical, while Teh is practical. 
The former may he compared to the part of economic principles, the 
latter, to that of economic problems. Speaking more broadly, we may 
include all social phenomena in the realm of Teh, while the fundamental 
force working behind it is Tao.
The Tao is all-inclusiYe. It is the only lav/ universally and perma

nently valid for all branches of knowledge, natural as well as human. 
The Taoists would not tolerate the existence of a second law* and ac
cordingly they attack all the principles, laws, and teachings of the 
Confucians as well as those of the superior men of any school of 
thought. Hence all "the laws that can ever be discovered are not the 
eternal laws....The eternal law is unknowable.”*
This fundamental unknowable law is, in its last analysis, nothing; 

and the best attribute from nothing is also nothing. The existing 
society with its laws and institutions is far from being built on the 
the foundation of Tao, and the existing social phenomena are not the 
normal attributes of it. All social reforms must start from discredit
ing the abnormal social institutions and the author of them, and must 
end in returning to nothing. Then, are Taoists anarchists?2 Hot at 
all. The first Taoistic code is ndo nothing,"^which forbids partici

'Laotse. The Tao Teh Kin*. Ch. I.
2"The politioal theory of Huang Ti and Laotse is not different from 

anarchism. Leih Tse*s utopia...is only to be spontaneously regulated 
by nature. Is this not anarchism?” Cf. Sun, Three Peep1ism, p. 52. 
^Laotse, op^ cit., passim.
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7*
pation of any kind of violent action on the part of Taoists either to 
abolish the existing institutions or to project radical social re
forms ; for according to Taoism, every human effort made to reform tends 
to deform. The beneficent course for "the production of all things is 
evolution, but not revolution, reconstruction, or creation.**
The Economic Interpretation of Taoism. —  There is a movement of this 

universal law from the stages of theological and metaphysical to that 
of social and economic importance. Even before Laotse, the doctrine of 
Tao was already in existence in a cruder manner, as is revealed from 
the Shu King.2the oldest book in China, being theological to a large 
extent. The first disciple of Laotse also believed that the law was 
known prior to Laotse*s time.-* Throughout the Han Wah King, he, Chwang 
Tse, tried to correct the mistake that Taoism was a religion in stead 
of a philosophy. The founders of Taoism ought to be oredited with 
having re-established the great law on the metaphysical foundation. 
Unfortunately, false disciples of the Tao in the later generations 
abused Taoism for material gains; and the great system was again lost 
in the shadow of the superstitious interpretation of pretenders. It
was not until the present era when scholars of psychology and Taoism 

a,examined Tsoism on^psychological basis that Taoism began to gain its 
scientific and social importance. Many prominent scholars, as the

ITbTd. . Ch
2G. Reid, "Taoism, An Appreciation.” The Open Court. Vol. XXXII 

(Oct., 1912), p. 6IJ.
?Ibid., p. 616.
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distinguished. Murry Gilbert of England, are numbered among the The- 
osophists throughout the world, preaching the Indian philosophy, which 
in general agrees with Taoism. The Theosophists* inClina naturally 
give more oredit to Laotse. Of the scientists who spend.life in the 
experiment and research of Taoism is V. K. Chan, author of the Princi
ples of Psychology. Prom the standpoint of the founders and the 
scientific interpreters, Taoism is fundamentally related to the science 
of economics, for they are searching for a new way and method through 
which the complete satisfaction of our desires, material or intel
lectual, may be attained with the minimum effort.
Taoism starts where economics starts and ends where it ends. They 

both start from our desire and end in the satisfaction of our desire
—  welfare. Their purpose and aim are the same. Only the methods of
approach are different. The one is to suppress the desire,^while the 
other to gratify it. The former finds the solution to the satisfaction 
of desire within the desire, while the latter finds it without the 
desire (environment), both of them want to reach the same end although
the one may set out by sea and the other by land.
Economic Motives. -- The desires to reach the end analysed and 

classified are known as economic motives. They are: (1) the desire 
few famous Taoists and TheosophistB in China are 7. K. Chan, 

President of Southeastern University, Chan, 0omander-in-Chief of 
the Nationalist Party, and Tan, ex-Premier.

Laotse, Ch. XXXIII. *He who conquers others may be powerful; but 
he who conquers himself is victorious....He who is content is rich.”*
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or motive of self-maintenance, (2) of others* welfare,(5) of gaining 
esteem from others, (4-) of power, (5) of activity, and (6) of religious 
and ethical duty.* They are, according to Smith, hut one motive —  self- 
interest —  or, according to the Hedonist, the desire to get the most 
satisfaction with the least sacrifice. Prom Professor Ely's classi
fication, the Confucian would single out the second and the sixth —  

the desire for fellowship and the motive from ethical duty —  and recom
mend them to us, especially to the superior man; for, according to the
Confucian standard, no virtue is complete without "accomplishing or

2helping others.” The third and the fourth —  desires for esteem and 
for power —  would he condemned.^ Hie first and the fifth -- desires 
of self-maintenance and activity — , if not exaggerated, may not "be 
condemned, for "self-accomplishment*® is equally emphasised by Confu
cius.* We can easily discern that even Confucianism crushes the eco
nomic motives, which, if left to themselves, would probably be pro
ductive of the same fruit the West is reaping.
Taoism, always more destructive than Confucianism, aims to crush 

all these desires (with the exception of the motives for self-mainte-
^Ely. Outlines of Economics, up. 105. 104.
2Confucius, The Doctrines of the Mean, pp. 282, 2SJ.
^Confucius never approved of his faithful and brilliant disciples,

Tse Kong, the financier, and Tse Tsang, the statesman, so highly as he 
praised the poor, powerless, and despised Ngai Wie, who distinguished 
himself in Confucius' eye by nothing but his virtue.
*Confucius, o p . cit.. p. 283.
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nance and activity if interpreted in the Taoistic sense), for "the 
operation of the Tao is motiveless; it is neither self-seeking nor 
■benevolent."* "Desire" of any kind, if not suppressed at its very

2beginning, may spread like the fire and "born the body of the desirer."
One member of the Taoistic school, however, interprets the desires for
self-maintenance and activity in the sense that one may do what one
pleases to satisfy the demand of sense perception —  eat what one
wants, see what one wishes, sleep when one wants to, etc.^ While the

4desires for esteem and power are equally condemned, those arising from 
fellowship and from the ethical sense of duty, though virtuous from the

5Confucian standpoint, are the worst among all the economic motives.
£Here the Taoist attacks with full vigor. The desires "to be benevolent

and righteous are not constituents of humanity...and are contrary to
7 8the nature of man."' They would only give rise to evils, for they are

against the principle of the Tao. The reason why virtue is more con
demned than ambition is that both in the private motive and in the 

1Taylor, Andlent Ideals. Vol. I. p. 54.
%on Don Tse Ewai. Ch. III.
^Yang Tsu*s sensualism.
*Laotse, Ch. XX.
^Ghwang Tse attacks virtue, benevolence, charity, etc. more violently 

than the other Taoists.
Ŷ. Y. Tsu, The Spirit of Chinese Philanthronhy. p. 20.
7Legge, op. cit., p. 274.
8Laotse, Ch. III.
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social effect, virtue exercises an influence more dangerous than ambition
does. Ambition may give rise to success, power, and leadership, which in
turn will give rise to class distinction and inequality of distribution.
The ambitious persons who become powerful or rich through exploitation or
theft of others and proud of their success, are but the “little robbers'*
or thieves. The sage, or the superior man, or the man with virtue is the
"great robber." "Until the sage is dead, the great robber is there.* The
sage oondemns the powerful and the famous, yet he acquires all the fame
and power which he pretends to deny. The superior man claim to sacrifice
himself to promote the public welfare and help the poor and the weak, yet
he makes everybody a beggar, but himself a superior man. 5he motives of
other's welfare and from the ethical sense of duty are therefore the most
powerful and artificial disturbing elements in the existing society.* The
motives of self-maintenance and activity, if properly interpreted in the
Taoistic sense, are the only motires we may follow without evil effects.
Self-maintenance and activity, in the Taoistic —  positive —  sense, are
the preservation of mental vitality and energy; or in the negative sense,
the spontaneous development through non-activity. “Hot to strive to act

3is heaven's way and it accomplishes" what strife fails to. Ihe Taoist 
claims that, contrary to the popular opinion that the theory of non-activi- 
is negative and passive,4it is positive and aggresive on the ground that
tY. Y. T s u . The Spirit of Chinese Phllanthrophy, pp. 20, 21.
2Laotse, Ch. LXXXI.
3Ibid.. Ch. LXXVIII.
4Cf. Yin Zin Tse, Principles of Quietism. Yol. II, p. 28.



www.manaraa.com

the purpose of non-activity is to preserve vitality completely in order to 
reach the ultimate goal of imortality where the aim of the welfare eco
nomies as well as that of the Taoistic economics is to he folly realized.*
"By a process of non-action...one is ahle to do the most. By striving one

2fails to reach the best results.* Desire and welfare for Taoism as well 
as for economics are the same points to start from and to end at. She 
West and the East, though pushed aside far and wide by the different 
methods of approaoh, aim to end hand in hand in the ideal state of utmost 
welfare.
The Control of Distribution. —  The most effective and fundamental 

method for the control of distribution is, as we have just discussed, to 
crush the economic motives for gain, power, fame, virtue, etc. The in
equality of distribution is fundamentally inherent in the economic 
motives. It is the motive for riches that transforms thfl£reedy inten
tion into reality, and creates the distinction between the poor and the 
rich.
The economic motives, however, can not be transformed into realities 

without the instruments throng which the transformation is made possible. 
9uch instruments are laws, rites, institutions, and their author, the 
superior man or thqjfereat robber. She question of equal distribution 
can not be solved unless these instruments are destroyed and taken away 

fjTT.' M. de Sroot, "The Origin of the Taoist Church,* Transactions 
of the Third International Congress for the History of iBllgion, Vol. t, 

p. 141.

K. S. Liu, op. cit.. p. 62*.
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from us forever.* For example, the institution of private property, whose
security is guaranteed by the government, stimulates and stirs up the eco-
noaic motive to own more and more property, and consequently distribution
is made more and more unequal. With such an impetus to the increase of
private property before our eyes, there is no hope at all of preventing
the uprising of the economic motives for gain. When institutions are

2abolished, economic motives will be quiet. When the economic motives are 
quiet, distribution will be equal and every distributive share will be 
increased, for ’*Man hat Cuter im tieberfluss" when"Wider*jiinn aber ist 
notwendig bald zu Ende.*^
Now then, how is the Taoist going to justify his own doctrine that 

everything, if it is natural, is good; and if it is not good, "there was 
sure to be the evil of being dealt with after the manner of men?"* Are 
the existing institutions not the spontaneous results of human labor?
Smith answers/yes” ̂ The Physiocrat thinks that the existing institutions 
in China were up to his much aspired standard of natural order,^ But the 
Taoist, though more friendly to them both than to the socialist, definite
ly answers'W. The institution, far from being the spontaneous result of 

!Ibld.. p. $8(>. Laotse "demanded.. .a complete reversal of the existing
order." Cf. Williams, op. cit.. Vol. II, p.207.
2Legge, Kwang Tse, p. 274.
%ilheim, op. cit., p. 64. 
w  , OP. cit.'. p. 211.
CGide and Rist, op. cit.. pp. 87-89*
6Ibid.. p. 36.
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Human labor, is the product derived from the scheming mind of the great 
robber, the superior man.* It is the superior man and sage who makes the 
artificial laws and institutions that benefit the great robber and doom 
the small robber.
Her is the economic motive of self-interest spontaneous. It is stirred 

up by the artificial institutions. As long as the inducements to self- 
interest are there, the job to suppress the motive is made almost im
possible for us; and, even for the Taoist, much harder. After all, the 
institutions, which, on the one hand, serve as the inducements to stir 
up economic motives, and on the other hand, as the instruments to rob the
weak and the poor, are not the fundamental causes of the inequality of

2distribution. The fundamental causes are the eoonomic motives.
Control of Causes vs. Control of Conditions or Control of Uotives vs. 

Control of Institutions. -- The Taoist ought to be credited with having 
thrown light upon making {1) the distinction between the conditions or 
environment for, and the causes of, the inequality of distribution, and 
(2) having pointed out that the control of conditions will be unsuccess
ful, while that of causes will be effective. Ihe Confucian blindly seeks 
for the remedy of the unequal distribution in the conditions or institu- 
tions or environment,^ and for the possibility of the existence of the 
unequal distribution. So then he tries to equalize distribution by giving

1legge, 0£,lcit., pp. 7O-75.
2Cf; Byng, The Garden of Pleasure, pp. 6t, 62. Tang Tsu attributed the 

causes of social evils to four economic motives: longevity, reputation, 
rank, and riches.
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so
to the poor and taking from the rich through legislation, taxation, govern
mental aids, encouragement of thrift, etc., as a doctor who tries to core 
the disease by stopping it hut not by taking out its root. Inequality of 
distribution takes place under the existing conditions (institutions).
Yet the superior man tries to remedy it by creating more institutions,1 
thus piling up institutions on institutions and conditions on conditions, 
covering up the root or the real cause of inequality until it can not be 
seen. For instance, the institution of private property is one of the con
ditions for unequal distribution. No matter how it is modified by many 
subsequent conditions or institutions, the distinction of the propertied 
class will exist until the institution is abolished, leaving no induce
ment to our motives or desires for private property at all. Such motives, 
instead of the institutions, are the real causes of the unequal distri
bution. The institution is merely the condition for the inequality, as 
supply is the condition for the determination of value, but not the cause 
of value.
Therefore, according to Taoism, the solution to the unequal distribu

tion lies in the control of causality, not in that of conditions; in the 
control of motives, not in that of institutions.

2Economists' Opposition to the Control of Motives. —  Almost all the
1 Mencius, The Works of Mencius, pp. Tt5-t2t. The Tseng Tien System 

advocated by Confucius and Mencius is one of the reform projects where 
a more equal distribution is to be effected by institutional changes.

While the relation of economic motive with distribution has never 
been more emphasized by economists than Taoists, economists, especially
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Chinese as well as the Occidental economists would join the Confucian to 
attack the absurdity of the Taoistic theory of distribution that the remedy 

for the evils from the existing system of distribution may be effected 
without any governmental legislation or the modification of the present 
institutions. Confucians as well as the great statemen and economists in 
China hope to equalize distribution by encouraging the people to become 
farmers. At the beginning of the Han Dynasty (206 B.b'.-ZJl A.D.), Kiau 
Ti tried to equalize distribution by an imperial decree "forbidding the 
mci'chant to wear silk or ride in a carriage and disgracing him by an 
encorbitant tax."1 Wong An Zah, a Confucian, made the greatest experiment 
of state socialism in the history of China. He included in the govern
mental functions the controls of prices, wages, interest, profits, and
rent, so that "the distributive shares may duly fall into the legitimate

2hands more equally." All of them unanimously agree that the causes of 
distributive defects are inherent in the institution, not in the motive, 
and that only the remedy may be effected by governmental legislation, 
control, or modification of the existing systems and institutions.

If we examine the proposals and projects by the Western economists with 
regard to reforms of the distributive system, we will also find out that 
those of the- Psychological School do not overlook the relation between 
economic motive and economic life. Cf. F. A. Fetter, The Principles 
of Economics A 1904^. pp. 9-14, being & chapter entirely devoted to the 
"Economic Motives."

1F. M. Ho, A Complete Course of Economics for China. Vol. IX, p. 2. '
pLiang, An Essay on Wong An Zah. pp. 110 ff.
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their methods of approach, though different from each other, are mainly 
in line with the flnfucian and unanimously against the Taoistic method.
The Physiocrats believe that the distributive defects lie in the exist
ing institutions, which were not yet so modified as to be in harmony with 
the Physiocratic distributive formula. * To Shiith it is the “stupidity of 
legislation" or the disturbance of spontaneous working of institutions 
that ought to take the blame. Sismondi sees the distributive defects in 
the divorce of land from labor, and St. Simon in the institution of private 
property. The Utopian blames the environment; Proudhon, the existing 
system of exchange; Marx, the exploitation of labor by capital; and the 
State Socialist, the lack of governmental guidance of economic activities. 
Among those who attack the existence of the institutions that justify the 
unearned increment are J. S. Mill, Henry George, and Walras. Even the 
Christian Socialist can not agree with the Taoist, though theyfeye, in 
many aspects, more in common. Nor does the Anarchist anticipate the 
feasibility of the Taoistic project of distribution, where all institu
tions of society are to be disposed of through the control of economic 
motives. It is needless to add a long list of the modern economists who 
all agree that it is the institution, not the motive, that fundamentally 
effects distribution. Professor Ely treats the topic of the distribu
tion of wealth in terms of-.Property and Contract ̂ which, according to 
him, are the fundamental features of all the economic institutions in the 
existing society. Berner, an American student of Chinese economics, calls 
attention to the relation between distribution and institutions in China

'Quesnay's Economic Table.
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particularly as follows:*
"The Chinese student will do well to note how powerful customs, laws, 

ancl traditions are orer the distribution of wealth. The laws or customs 
governing inheritance, for instance, haTe made Chinese economic problems 
different from those of a country like England. The position of the 
official class in China affects the distribution of wealth profoundly 
and, again, gives China economic problems in many respects peculiar to
herself .The student ought to give some time to the consideration of
the customs and traditions of h1® own country, province, and city that 
affect the distribution of wealth."
Thus far all the economists find that, if distribution is unequal, its 

causes must be in the economic institutions, not in the economic motives. 
While the position of the Confucian is thus strengthened, we must not 
forget that the Taoistic theory, though objectionable, displays a remarka
ble degree yof originality in attributing the fundamental causes of unequal 
distribution to motives rather than to institutions, which are merely con
ditions for or at most only secondary causes for the inequality.
There is another reason why so much emphasis is laid upon the question 

of suppressing motives in the Taoistic method of the control of distri
bution. The Confucian also stresses this question, because he believes 
that any effort made to suppress the desire for self-enriehment is a virtue, 
and the virtuous method ought to take place in precedence over all the 

other devices.^ On the contrary the Taoist is against the Confucian con-
1Eemer. Readings in Economics for China, p. 403.
2The central principle of Confucius is that of virtue. The modification
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caption of virtue. He attacks anything and any person who is virtuous
and moral. It is not for the sake of being virtuous that the Taoist
advocates the control of motives in stead of that of institutions. It
is because the code of Taoism forbids violent action,'which, if we try
to abolish the existing institutions, is necessary for accomplishing
our project. The abolition of institutions as the first step to clear
up the conditions or obstacles in the way of the ideal distribution might
be much wished for by the Taoist, were not violent action needed for the
abolition. So then he must resort to the peaceful method of motive-

*control; for the remoter but fundamental causes of unequal distribution 
are the motives for self-enrichment, not the conditions or institutions, 
which only make the road safe and smooth for reaching the end of self
enrichment, behind which the motive is pushing.
Lack of Personal Motives vs. Inefficiency in Production. —  In a

society where institutions serve not as inducements to the motive for
gainful end, efficiency can hardly be found to be present in any kind
of undertaking. Various social experiments have been made, where the
motive of personal interest is to be modified or to be disposed of under
the new conditions of a new environment. But, without exception, they
of the economic order must be based on virtue.
^Laotse, Ch. XXXVII. **Do nothing and everything will be done, change

nothing, and everything will be changed of its own accord.*
2Legge, Bwana Tse. pp. 306, 314. The Tsoist should not be rebellious 
against the institutions, but he, when left alone to himself, should 
refrain from following them.
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are all without success either for lack of adequate financial resources, 
or for lack of the efficiency which is generally present in private under
takings. The sympathizer with such social experiments is, however, more 
ready to be inclined to attribute the cause of the failures to the nature 
and scope of experiments, since they were not on sufficiently large a 
scale v/here efficiency could be effected in bringing about the result by 
co-ordinating all ■Hie functions necessary for the experiment. But several 
experiments on a large scale have proven to be equally unsuccessful, such 
as Buss la in the early days under'Bolshevist regime, when the laborers and 
farmers, being without the incentive to do hard work, displayed to a marked 
degree the decrease of efficiency in their productive capacity.* Another 
proof may be found in the Chinese family system, the ideal of Le Play.
Every cent, every member of the family earns, belongs to the father. Yet 
the prodigal son who has wasted almost all the fortune of the family is 
entitled to an equal share with his worthy brothers when the family is to 
be split up and its fortune divided. In the Chinese family where motives
for personal savings are thus disposed of, no son, of course, is as in-

2dustrious as his Occidental brother, with the exception of the real superi
or man, whose golden rule is to work hard for the family and care little 

*H. A. Jones, Igy Dear Wells. Being a Series of Letters to Mr. H. C.
Veils upon Bolshevism, Collectivism, Internationalism, and the Dis
tribution of Wealth (Hew York: E. P. Dutton and Company, 1921), pp.
21-24.
2Lee, "The Causes of the Poverty of China." Ihe Commercial World. Vol.

XX, Vo. 2 {Peb., 1927), pp. 2 ff.
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for himself.
Objection to Efficiency in Production. —  How then the suppression of 

economic motives intended to bring about an equal distribution gives rise 
to the serious problem of the decrease of efficiency in production, lowering ac
cordingly the returns of every distributive share and making China the 
successful experiment station of Henry George's theory of Progress and 
Poverty. How is the Taoist going to save us from starvation? Che need 
not be astonished to hear the Taoistic message of salvation that ineffi
ciency —  uselessness, still better -- in production is the greatest 
achievement mankind can expect.1 If we can not esoape the fate of star
vation, it must be because of our system of production that is too effi
cient , He gives us illustrations as to the advantage of inefficienoy and 
uselessness. For example, the most efficient horse or warrior is more 
liable to be killed in the battlefield, the utility of a cup or a boat 
lies in the empty spaces where we sit or our coffee is filled for drink
ing, the most efficient laborer dies of labor, etc. Alas! "All men 
strive to learn the advantage of efficiency but none that of uselessness,**
The Taoistic conception of efficiency and inefficiency is undoubtedly 
an inference from Laotse's dogma, "do nothing,then every thing will be 
done," or "the highest Teh is non-activity."^ The Taoist himself, despite 
the decrease of his distributive share resulted from inefficiency in

ILegge, op. cit., p. 222. "Ho one knows the advantage of being 
useless."

2C3xoang Tse, Han Bwa King. Ch. 4; Legge, Kwang Tse. p. 222.
^Laotse, Ch. XXXVIII.
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consumption, neither because luxury is inmoral nor t e M u t  the poor should
be taken care of by the rich or the government. * I w e  teem littriielio is
equal, the distinction between the poor and the rich is goat, oai Use il*-
tributiye share to every body is more than abandont, still it is Ufissfclt
to reduce consumption to that of mlnimnm subsistence. * 9 m # i ym, m m

afford to hare sufficient food and clothe...you ought to be satisfied  with
2a single robe to cover the body;” for the purpose of the Taoistic central 

of consumption is not to sare enough for your own relay toy or the a iser- 

able day of others, nor is it to accumulate the amount of oapltal far the 

expansion of industry and commerce and for the product ire amdsausBt is 
promoting science, arts, philosophy, Taoism, etc., h it to roach the ice*, 
goal of the kingdom of Tao, where the aim of welfare economies os well 

as that of Taoism is to be fully realised in the c o lla te  satisfaction  

of desire; i.e., absolute absence of desire, supreme happiness, and 

inmortality. Because of this remote aim hiding behind the nogstlwe 
philosophy that the decrease of consumption by no neons incr eases smy dim-’ 
utility, Buddhists and Taoists challenge us to explain tbs attack as them, 

that their doctrines are blindly "pessimistic" and "nsgotlwe.**^ The ate of

lY. Y. Tsu, op. cit.p. 2.
2Mon Don Tse Kwal ■ Ch. I.
^Yin Z. Tse, App^i^ Quietism, p. 26; Laotse, Ch. UCXTIII. ten* tee 

critics who regard Taoism as a negative philosophy are Oai dent amI Borel. 
They maintain that the negative character of the Chiaoae people Is tee 
to the influence of the negative philosophy of jML&fcJOflt* *^he 
characteristic traits of Chinese nature, namely, passivity, suhnteeive-
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production, can lire on and "develop in the Tao.** But how ahout us?
This brings us from production to consumption, where we are taught how 
to lire on a minimum subsistence, and, if necessary, on nothing.
The Control of Consumption. —  Consumption, as we have seen, is con

sidered by the Taoist as well as by the Confucian as that part of eco
nomics, which is controlable by human effort as production is so success
fully controlled in the West by scientific invention, governmental 
legislation, and industrial and economic arts. While the control of 
production in the West is largely positive, i.e., an aggressive fight 
against nature, as that against the law of deminishing returns through, 
the discovery of new land and the lower transportation cost enabling the 
advanced nations to enjoy the cheaper products from the new land, or as 
that to expand the enterprise on a larger soale until we are enabled 
to reap the advantage of increasing returns; the control of consumption
by the Chinese, especially the Taoist, is negative, i.e., a destructive

2fight to suppress our desire. When consumption is subject to control with- 
cut the evil effect of under-consumption, the whole question of applied 
economics is solved no matter how small is our distributive share or 
how inefficient is the existing system of production.^
While the Confucian thinks that consumption needs control, because 

luxury is immoral and the poor should be taken care of by governmental 
and institutional aids or charities, the Taoist advocates the minimum 

1 Chwang Tse, op, cit., Ch. 71; Legge, op. bit.. p. 255.
^Laotse, Ch. 711 
^Infra, p. 92,
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consumption, neither "because luxury is immoral nor "beoause the poor should 
"be taken care of by the rich or the government. * Even when distribution is 
equal, the distinction "between the poor and the rich is gone, and the dis
tributive share to every body is more than abundant, still it is advisable 
to reduce consumption to that of minimum subsistence. "Though you can 
afford to have sufficient food and clothe...you ought to be satisfied with 
a single robe to cover the body;” for the purpose of the Taoistic control 
of consumption is not to save enough for your own rainy day or the miser
able day of others, nor is it to accumulate the amount of capital for the 
expansion of industry and commerce and for the productive endowment in 
promoting science, arts, philosophy, Taoism, etc., but to reach the ideal 
goal of the kingdom of Tao, where the aim of welfare economios as well 
as that of Taoism is to be fully realized in the complete satisfaction 
of desire; i.e., absolute absence of desire, supreme happiness, and 
iomortality. Because of this remote aim hiding behind the negative 
philosophy that the decrease of consumption by no means increases any dis
utility, Buddhists and Taoists challenge us to explain the attack on them,

3that their doctrines are blindly "pessimistic" and "negative.’*̂  The aim of
ly. Y. Tsu, op., cit., p. 2.
Sion Bon Tse Kwai. Ch. I.
^Yin Z. Tse, Applied Quietism, p. 2*8; Laotse, Ch. LXXYIII. Among the 

critics who regard Taoism as a negative philosophy are Gaddard and Borel. 
They maintain that the negative character of the Chinese people is due 
to the influence of the negative philosophy of Tao Teh King. "The 
characteristic traits of Chinese nature, namely, passivity, submissive-
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the control of consumption does not merely end in the decrease of diet, 
although, the method of control must rest on the individual effort made 
to live on hare subsistence; and, for the professional Taoist, to 
decrease his diet systematically until, if possible, it is nil; But 
it must be remembered that the Taoistic control in its trhe sense 
neither preaches starvation nor encourages under-consumption; for under
consumption must cause disutility and physical suffering, while the 
Taoistio control promotes physical well-being as well as mental satis
faction. But how is this theory to be put into practice? This question 
prompts us to examine the method by which the control is effected.

The Method of Control. *—  It is evident that for the amateur disciple 
of Tao, a new environment, where all inducements to the desire, as mnsio, 
delicious food, women, books, even the Tao Teh King, and what not are 
disposed of, is necessary for the concentrated practice of the control.
In the forest or the mountain are therefore founded the Taoistic Utopias, 
each occupied by one or two Taoists, scarely more than ten. The best time 
for practice is in the early morning before the breakfast; but one may 
praotice any time about two hours after the meal, which should be cooked 
ness, ana moral concern...find an adequate cause and source in the 
teachings of Laotzu." Cf. Goddard and Borel, Laotzu*a Tao and Wu ffei.

p. 2.
*Vide Yin Z. Tse, ou. cit. On the method of control, Yin Z. Tse wrote 

two books, one from the Taoistic standpoint and the other from the 
Buddistic standpoint. Yin Z. Tse is the Taoistic name of President Chan 
who confesses to have cured his lung disease by applied quietism.
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from vegetables, not meat.* This is pointed out by the greatest psycho-

2logical Taoist, Chan, for giving a thorough digestion of the food before 
practice. The Taoists of the old school, though they are vegetarians 
too, give no consideration to the time for digestion. The practitioner's 
diet should tend to becoming lifter and lighter.
The practice merely consists of the lesson of sitting on the chair, the 

bed, or the ground in the same manner as shown in the picture (posed by 
Chan) and to refrain from thinking. President Chan omits the superstitious 
spell during the practice.
For the beginner, it, however, is very hard to refrain from thinking 

without first passing the preliminary steps, namely, concentration and 
meditation. An effort made to eliminate the other thoughts in order to 
give an undivided attention to the dominating thought is concentration. 
When no thought is able to dominate in the practitioner1 s mind, but he 
is able to dominate his mind, the higher stage of medition is reached.
The final stage will be reached when he is able to think of nothing ~  

just like a stone. The time for sleep may be decreased in proportion 
to the increase of the time for practice; or he may, if he is able to, 
substitute the practice for sleep all the year round.?

*Yin Z. Tse. on. cit.. p. 1.
2Chan, whose Taoistic name is Yin Z. Tse, is the father of ^scientific 

Taoism.1* He held many posts of distinction, such as Minister of Finance, 
President of National Southeastern University. His Principles of Psycho
logy has become a classic in Chinese psychological literature.
^Yin Z. Tse, op. cit.. p. t.
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- The Aim of the Control.*—  Having thus proceeded from the desire and 
motive, the starting point of the Western and the Taoistic economics, 
we will end here at the ultimate aim of "both studies. The aim of the 
control of consumption is nothing hut our welfare. Many have certainly 
overlooked the value of the Taoistic method. Bat let us see how natch 
welfare is added, when even the control of diet is effectively worked 
out. Maltiius* and Ricardo*s problems may he solved here. To the pre
ventive and the positive check of population is added the Taoistic check 
besides the Confucian check already mentioned. Let the food supply keep 
the mathematical ratio. But population will give up the geometrical 
ratio.^ Let the land he limited. Bat the demand for it will decrease 
and re shall give up the less fertile land acre hy acre so that returns 
from land will he increasing instead of deminishing,^ When a practitioner 
is ahle to dominate his mind or refrain from thinking, he will freely 
dispose of his worry and sorrow enjoying the supreme happiness, which can

1Here we do not discuss the superstituous aims of immortality and
supreme happiness which are not included in the Tao Teh King.
2Yin Z. Tse considers reproduction of human species as the first 

of the HThree Poisons." "The animal desire is the root of life and 
death. If the animal desire he not suppressed, men will hardly he 
ahle to transcend the immense sea of reproduction and mortality.^
Cf. Yin Z. Tse, on. cit.. p. 2.
5C. P. Liu, "The Vitality of Lao Tse’s Philosophy," The Monlst. Vol. 

XXXV (July, 1925), p. 491. Liu holds that Laotse believes that the 
decrease of production is due to the increase of private possession.
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never be equalled by the satisfaction of desire effected by the best 
result from the ideal system of production and distribution.
Though this Taoistic method (to reach the highest state of well-being) 

is not practicable, yet, in theory, it is very logical. Desire, as every 
body agrees, has no limit. If can not be completely satisfied even by 
the ideal system of production and distribution. Desire, however, can 
be suppressed. If we can control consumption without pains, the Taoistic 
control is accomplished and all desires are satisfied. The difference 
between these two ways may be represented as follows:

The desire without a limit is never possible of complete satisfaction. 
The desire with a limit is possible of complete satisfaction.
Secondly, welfare in the Taoistic sense is largely psychological, as it 

is claimed by the Tsoist that the mental satisfaction is the fundamental 
condition of the physioal well-being. To the economist, however, welfare 
is conditioned by the real income. It is therefore largely physical as 
the physical well-being will affect the mental satisfaction. The Taoist, 
however, holds that "satisfaction of desire consists in one's nature 
having abundance.. .in being contented with little."'* Here the Taoist will 
find his Western sympathiser in Professor F, A. Fetter, whose theory of 
"psychic income" bears marked resemblance with the Taoistic theory. If 
gratification is the test of the psychic income, and the psychic income 
that of value ,^the poor Taoist is not so poor and miserable as we think,

*Iiaotse, Ch. LVI.
2Fetter, The Principles of Economics (1904), p. 43.

P. *5.
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and the Taoistic economics is not an utter failure.
Utility and Consumption in Taoism vs. Value and Distribution in Economics

pf—  The psychological income or utility is now the corn^stone of the 
Taotistic economies, as value is that of economics in the Western world.
The Taoist believes that the welfare economics based on value will in
evitably defeat the purpose by its own end. Let the distributive share 
to every body be increased in value through, a better system of production 
and distribution. What will be the result then? Luxury, indulgence, 
keener competition for fame, if not for gain!* The more physical well
being we enjoy by means of the increased real income, the more are we
like "the victim-ox for the border sacrifice," which realizes only too

2late that its physical well-being is the cause of its death. As long as
Xvalue is there, the people will not cease to learn the "thievish arts."^

Value therefore, as Bastiat anticipated, must be first sunk into the sea
of free utility before welfare may prevail throughout the world when every
thing for consumption is as abundant as water and air. Unlike Bastiat the
Taoist tries to turn all economic goods into free goods by decreasing the
demand for the former through the suppressi :n of desire.^

*K. if. Kung, The Ecoaomicvof Ancient China. D . 23.
9Legge, Kwang Tse, p. >£.
^Laotse, Ch. III.

on. cit.. p. 2Jj Chwang Tse, Ch. II. This chapter deals 
with "Adjusting Contraries," , Beauty and ugliness are same if we 
suppress our desire to admire the former. So value and free goods 
are the same thing if we do not desire the former.
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. Haring1 found his sympathizer in the French —  always a friend to Chinese 
philosophy —  that the people’s welfare rests on the increase of free 
utility rather than on that of value, the Taoist parts company with his 
friend to investigate the field where the transformation from value to 
free utility may "be effected. They find the possibility of transforma
tion in consumption, not in production and distribution, in the decrease 
of demand, not in the increase of supply. Value is therefore liable to 
become free ̂ dility through the control of consumption.
Here then we will see the distinction between the Taoistic and the 

modern economics. In the former utility and consumption are emphasized; 
in the latter, value and distribution. To the economist, Socialistic, 
Classical, Historical, Hedonistic, etc., the ultimate aim of welfare is 
to be approached by insuring a more equal and greater distributive share 
to every body; to the Taoist, by the decrease of consumption so as to 
make the economic goods become free goods. The true Taoist#, according to 
Laotse, therefore "attach no value to things difficult of acquisition.***
Sot shouldthe^"lay up store of valuable goods" so as to make them more

2scarce.
Recapitulation. —  Laotse’s Tap Teh King is viewed by the Westerner 

as a book of the highest order in the history of Chinese thought; but its 
authenticity was first disputed by the Western scholars, and is still 
disputed by among the Chinese. The two fundamental principles of the 
TtLn Tali m w f  deal with the subjects on the first cause of all causes and

1Laotse Ch. LXV.
2Ibid.. Ch. LXXXI.
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on non-activity as the solution to all problems. Taoism, with the Tap 
Teh King as its foundation, is not mainly concerned with economics; but 
it is capable of economic interpretation. The Taoistic economics starts 
from the desire and the economic motives, which ought to be crushed in 
order that the violent action to abolish institutions may be avoided in 
equalizing the distribution of wealth, The suppression of the economic 
motive of personal interest, however, would give rise to inefficiency in 
production; but the Taoist would welcome inefficiency rather than ef
ficiency. The difficulty resulting from inefficient production is solved 
by the oontrol of consumption, where more serious effort than the mere 
suppression of motive is made to reduce consumption systematically until, 
if possible, the desire is nil, and consequently the mental state of 
complete satisfaction without consumption is reached. When consumption 
is thus reduced, the demand for economic goods is also decreased. Die 
progress of reduction in consumption will tend to make economic goods, 
free; and value, free utility. Economics under the Taoistic system is 
therefore mainly concerned with utility and consumption in distinction 
from that with value and distribution under our present system.
Chwang Tse.'—  Chwang Tse, the most prominent follower of Laotse, is 

known as the contemporary of King Liang Bui (370-355 B.C.). He was born 
.Hong (Southwest of Shangtung Province) and served the king of Zhi fhan. 
Like his master Laotse, he left the government service and devoted him- 

rCf. S. Wu, The_.Development of Logical Method in Anolent China, pp.
141 ff. Dr. Wu’s critical but not traditional biographical account of 
Chinese philosophers may be consulted with advantage.



www.manaraa.com

delf to the study of philosophy, declining all subsequent offers from 
kings. In 742 A.P. lie was conferred the pftdrthunious title "The True Man 
of Hai H w a t h e  second highest Taoistic honor ever conferred. Mong, 
his birth place, has therefore been known as Nai Hwa and his book as gai 
Hwa King, the second Taoistic work numbered among the Kings.

Hi® Kai Hwa King is twenty times as long as the Tap Teh King, but it is 
not original. It, however, helps to make Laotse's doctrines more clear 
by concrete illustrations, actual data, and imaginary stories written in 
the most beautiful style. His treatment of the deductive method and of 
human activity deserves our careful consideration.
What Is Truth?1—  "I dreamt a butterfly, a butterfly flying about, 

feeling that it was enjoying itself. I did not know that it was Kau. 
Suddenly I awoke, I was myself again, the veritable Kau. I did not know
whether it had formerly been Kau dreaming that he was a butterfly, or

2it was now a butterfly dreaming that it was Kau.” Experience can never
3be the reliable guidance. The sense organs Inform not of the truth.

What has been considered as the truth by the superior man is only a false 
doctrine invented by the blind and accepted by the people who are more 
blind. Even a person's own experience can not be his reliable'guidance. 
How can he take the superior man's words for granted? What he can expect 
from the study of facts gathered from experience is merely a ’•small

lCf. C. W. Eua, "A study of Chwang Tse's Philosophy,* Kwang Hua Quarter
ly. Kwaag Hwa Pniyesoity, Vol. I, Nos. 3, 4 (June, 1926), pp. 37-39. 
oLegge, op. cit., p. 197; Chwang Tse, Nal Hwa King . Ch. II.
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knowledge" whihh "Is partial and restricted."5*
The arguments of the unreliability of the empirical knowledge may be 

summed up as follows:
A. Truth must be permanent and comprehensive, but experience is limited 

and temporal,^
B. In experience a subject is looked from different points of view by

different persons partial to the side from individual viewpoints,
because of Cl) the personal bias,^{2) the proper function of reasoning
is disturbed by institutions and superior men,*and (3) the TAo ceases

5to function under such circumstances.
6C. Truth is only known to the fool who knowinothing. The experienced 

man is no longer able to see the truth.
With the exception of the third argument that the truth is only known 

to the fool, Chwang Tse*s theory is not largely different from that of the 
modern critic of the deductive method. Had the Taoist been devoted to 
constructive work, far reaching results, as achieved by the Historical Eco
nomist, might have been accomplished by him. But it is rather discourag
ing to find that the ambitious Taoist is not satisfied with the partial 
and restricted truth to be discovered from experience, and gives up the

Hbid7.~p

- 2ibid.
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study of facts from experience in order to discover the permanent and 
universal truth in **the dark night in which all cows are ■black,** and to 
turn himself from a critic of induction to an exponent of deduction.
Having done his splendid work of criticism, he destroys it entirely by 
returning to the Tao of Laotse which is virtually an empty analogy that 
everything is known because nothing is known or that the blind sees every
thing because he has nothing to see.
The search for the fundamental truth forms the theoretical part of Hal 

Hwa King, while the attack on the existing social system from the stand
point of this truth or the Tao, forms the praotical part. The former deals 
with the principle, the latter the problem.
Economic and Social Problems. -- While Chwang Tse, like Laotse, attacks 

all institutions in society, he gives us a more detailed account with
special reference to the following problems

.1A. The Economic Classes; Laborers are given more respect, while 
traders are underestimated, because they live on weight and measure, 
the instruments, which were intended to bring about honest dealings, 
but leading to dishonesty, mutual suspect, and exploitation. The
superior man, being the highest according to Confucian order, is re-

2duced to the class of parasite or robber. The Taoist, who is sup
posed to be neither productive nor consumptive is placed at the top, 
because he is most productive of utiluty.
TThe Taoistic order of the economic classes is just the reverse of the

Confucian order with regard to the position of the student.
2Legge, pp. 270-274.
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' B. The Superior Man and His Achievements: The superior man and his
achievements are most severely attacked. Since the ideal society
must rest on the Tao, the superior man’s achievements, as laws, rites,
social systems, etc. would only mean achievements for himself —  fame,
position, etc, — ; hut, for society, they are the disturbing elements.
He is most against the superior man’s activity in the promotion of
of education, fine arts, philanthrophy, law, rites, etc. In short he
also attacks all human activities.

2C. Obedience to Social Order: This is the vital point which distin
guishes Taoism from anarchism. V/hile laotse has dimly revealed to 
us that social progress should take place in its evolutionary rather 
than revolutionary manner,̂ Chwang Tse makes it clear that Taoists, 
though against the existence of the superior man’s systems, should 
obey the social and political order. We should accept charity, posi
tion, title, honor, or disgrace that naturally comes to us.4 We should 
bow before the king and maintain dignity before the inferior in 
appearance, although, in our mind, there should not exist the dis
tinction between the king and the beggar. "They responded to cere
monies but did not conceal their opinion as to the troublesomeness of 
of them.’’ They may prefer the lalssez faire system, but do not 
strive for it; and they may dislike the institution, but do not dis- 

— 1̂ - ;   --------------------

2Ibid., p. 306.
?Laotse, op. cit.. Chs. LX, LXXVIII.
4legge, pp. cit.. p. 314.
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obey it.
Thus the platform of Taoism is clearly Indicated. It is a peaceful 
Taoism. It would be in favor of anarchism if the latter could bt= 
carried out without any violence or forced But it is the greatest 
enemy of anarohism because the latter uses force.
Leih Tse.'—  Leih Yu Kou is known to be a little older than his con

temporary Chwang Tse. His book is also known as the Leih Tse. There is 
no proof yet to confirm the indentity of his person and his book.
With the doctrine of Taotse elaborated by Chwang Tse the urgent mission 

left for Zeih Tse was not to systematize, expound, or re-shape what had 
been done; but to plunge himself into the unexploited field, where he 
might discover something which would add new charm and strength to the 
Taoistic system. This great task required fearless courage and originali- 
ty, but not recklessness and novelty. It was evidently too great a task 
for Leih Tse alone. But he was to some extent successful in enlarging
the Taoistic system. To Laotse*s conviction that "gibt es keine ver- 

3loenen &enschenn or "all men are born equal," Leih Tse added an economic 
justification —  division of labor. Against Chwang Tse’s indiscrimina- 
tive doubt of experience, he set a limit of knowledge -- this topic will 
be discussed under "Subjective Utility."
” rA critical account of Leih Tse’s life is given in S. Wu*s Outline ot
the History of Chinese Ancient Philosophy.
2Leih Tse is criticised as too fictitious, superstitious, and reckless. 

Cf. E. K. Douglas, Confucianism and Taoism, p. 225.
^Wilhelm, op. cit.. p. 59.
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, Division of Labor. —  Leih Tse is the first Taoist who advocates the 
advantage of the division of labor. In a state, he said, "some are 
skilled potters and carpenters, others are clever workers in metal and 
leather; there are good musicians, trained scribes and accountants, 
military experts, and men learned in the ritual of ancestor-worship.... 
Ho?;, if there were no division of ranks and duties, mutual co-operation 
would be impossible. Those of higher social standing are lacking in 
technical knowledge. Those who are employed by them are lacking in 
capital. Only when there is a combination of technical knowledge and 
capital can co-operative service exist."' How, we may infer from his ex
position of the advantage of the division of labor, that the Taoistic 
attack on the institution and superior man is modified; for the superior 
is needed to maintain the co-operative service.
Subjective Utility. —  While Chwang Tse emphasizes the unreliability

of experience, Leih Tse supplements it with a theory on the reliability
2of the subjective state, a theory similar to that of the psychological 

economist or to that of Schopenhauer, that “the v;orld is my idea.**̂  We
can not know the real quality of any commodity unless it is represented
in our perception and conception. We know nothing of coffee except all 
its qualities that are represented in us —  subjective qualities. Bit 
the quality in coffee itself is not known to us. If the quality is ob
jective or inherent in coffee, not in us, a man and a horse should agree 

TL. Giles. Taoist Teachings from the Book of Leih Tzu. pp. 80-81.
2Ibid.. pp. 21-24.
^Schopenhauer, on. cit.. p. 2J.
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that its taste is the same. Leih Tse believes that the utility of any 
commodity is produced by us. "The genesis of sound lies in the sense of 
hearing, but that which causes the sound is never audible to the ear.
The source of color is vision....The origin of taste lies in the palate."''
1 Giles, op. cit., p. 22. H. J. Davenport, Economics of Enterprise. p. 

87. "This fundamental principle of the relativity of all qualities has 
long been clear enough to the philosophers —  and to some poets. What we
hear or what we see or what we feel is no test of what really is. We are
in touch with the outside world only through the intermediary of our 
senses. Everything external comes to us as reported through our senses 
and interpreted by our perceptions. What is opaque to the light rays
that we can see may afford no obstacle to other rays to which we are blind.
Some heat rays affect us also as light rays; others do not; and all might 
equally well do both, or do neither, according to our apparatus of appreci
ation. Vlhat lies in our experience is no test of what is; on the other 
hand, it may be said with equal truth that experience is all there is for 
U£. What, for example, does the insect hear? So far as we can be certain, 
it may see what we hear or hear what we see. The rose may send its ar
ticulate call to the humming bird, or the lily to the moth. To the vast 
regions of vibratory movement, from the few thousand aerial pulsations 
per second of the shrillest tone up to the millions per second which we 
first appreciate as light and heat, we are entirely insensible . In the 
psychological sense Niagara did not roar before there were ears; there is 
no drumming if the drumsticks vainly beat the air, never impinging upon 
any drumhead. Thus, for other ears than ours, or for ears such as ours
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The quality in the commodity itself, if it exists, is unknowable to us.
Theory of Eate.*—  The theory of fate is considered as an important 

topic because it is the most powerful obstacle in the way of economic 
motives. Since poverty or wealth, success or failure, etc. are prede
termined by fate, we are further discouraged to let ourselves be pushed 
along by economic motives, but encouraged to do nothing and just to follow
nature and fate. That is why Wilhelm said that "Dabei ist der Natural-

• 2ismus noch starker undAnseitiger herausgearbeitet als im Taoteking."'
Yang Tsu. —  Yang Tsu is also known as the contemporary of Chwang Tse. 

Ee was born at Wei and lived there as a small but happy proprietor. His 
works were lost and only a portion was reproduced by a diligent scholar 
from his memory.
Self-interest. —  Yang Tsu is the first Taoist to attribute all social 

progress to the motive of self-interest, whieh is, in the opinion of his 
might be, the whole universe may be travailing in shriek and groan and 
varied uproar: or it may be musical with chant and choral and dulcet 
murnnirings -- no star of it all but is ’quiring to the young-eyed 
cherubins’ —  no rose of it anywhere but somehow, also, is a throat.
It was, then, in no sheer poetic fantasy, but v/ith a basis of strict 
scientific possibility, that Dryden declared the beams of nature to 
be laid every one in music; the spheres starting on their courses in 
a burst of melody, all beating time to ’the cadence of the whirling 
world that dances round the sun.’"

lLeih Tse devotes one chapter entirely to the theory of fate.
pB. Y/ilhelm, Lao Tse und der Taoismas. p. 105.
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predecessors, the cause of social evils. Social progress and self- 
interest, like "'disinterestedness and poverty"* are not separable,* While 
human motive aims at the gratification of personal desire and ambition, 
the Tao, without interferring with the program of self-development, 
naturally directs the result to v.here the "fellow citizens will profit 
by it." The prosperity of society, the development of political, social, 
and economic institutions, and the promotion of science, arts, litera
ture, and philosophy —  all rest on the motive of their author to win 
fame or power for himself.
Yang Tsu and Smith would hrve reached a complete agreement, had not 

he turned aside to Egoism, of which he is credited with being the founder 
in China. While he recognizes the beneficent results thus gained by 
society, he holds that they are outweighed by the evil effects. When 
society is growing more prosperous, the economic motives of long life,
reputation, rank, and riches —  Yang Tsu’s classification of the economic

omotives"—  are liable to become stronger and stronger until they are out 
of our control. As a result, the growing prosperity gives rise to a 
correspondingly growing social chaos. The distinction between the king 
and the subject, the rich and the poor, the exploitor and the exploited, 
the unequal distribution, the luxurious and the subsistential consump
tion are all the results of the four motives.
The attack on the selfish motives is followed by an advice, far more
iByng, Yang Tsu or the Garden of Pleasure, p. 37. 
2Ibid., p . 61.
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selfish in scope and nature, which characterises him as the first Egoist
in China. ’’Though he might have benefited the whole empire by plucking
out a single hair, he v;cruld not have done it.’** Let the world be sunk but
do not try to help; for **if the world requires the ultimate self-sacrifice,

2the world is wrong.** We should enjoy our life to its fullest extent; for
"life of itself is of no importance save to the liver.See what the eyes
like, eat what the month likes, and hear what the ears like. His Egoism
is strengthened by a philosophy of sensualism.
But v.hat enjoyment could one have for one’s eyes, ears, nose, mouth, and

feet in a Taoistic society where even mere subsistence is condidered to be
too luxurious? Here it mu3t be a society where enjoyment is based on free
utility rather than economic goods. Here is the Taoistic world where
luxurious consumption of utility prevails. It is rather a happy than a

4prosperous world. **He that lives at ease requires no riches.’* Even a 
poor farmer may proudly instruct the prince to get rid of his "palace and 
finery** to taste the dear delight from the **sunshine.“̂
Yang Tsu’s Egoism is said to resemble Max Stimer’s anarchism.^ Uiey 

both regard the individual as the sacred being who should not be subject 
to the restriction of laws, religions, customs, institutions, etc. Their 

^Mencius. The Works of Mencius, p. 340.
2Byng, op. cit.. p. 25*
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disregard of society is based on this individualism. Yang Tsu, however, 
can be distinguished from Stirner and the anarchists. The anarchist, 
while he is against the existing society, aims to reconstruct it on his 
basic ideal, where the maximum freedom of the individual and the advan
tages from the association of men are both to be realized according to 
natural and scientific laws.* Yang Tsu aims to go back to the primitive 
stage of life with complete disregard of arts and science and the ad
vantages resulting from the association of men governed by the most 
scientific laws, which will assure us of freedom and well-being. Nor 
does Yang Tsu, like all Taoists, agree with the anarchists that the 
revolution is necessary for accomplishing the object. And finally the 
Chinese Egoist is an advocate of sensualism, while the anarchists are not, 
”̂ Gide and Rist., on. cit., pp. 322, 323-
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CHAPTER 17 
MOHISM

Mohism in its strict sense is neither akin to Confucianism nor to Tsoism. 
V/hile it attacks Confucianism, it does not agree with Taoism entirely. Be
cause it is severely criticised hy the Confucian, and its founder linked 
with Yang Tsu, a member of the Taoistic School, by Mencius, the second 
greatest Confucian, Mohism has come to be regarded as a doctrine which is 
more in common with Taoism in some respects.

It opposes Confucianism because the latter justifies waste and luxury in 
certain exceptional cases. It opposes Taoism because the latter is against 
the superior man. It would oppose the doctrine later developed by Smith

(Mon the ground*economic activities should be led by the fanei^ited economic 
reason —  economic principle —  not by the blind motive of self-interest.
Yet it is also not Socialism. Mohism pays high respect to the superior 
man who is strictly guided by reason, but not by the laws, rites, and 
teachings of the ancient sages. In Mohism, therefore, no place is retained 
for motive and conservatism, for only reason is permitted to predominate.
The test of the validity of a reason is its consequence or its result. 

TShatsoever one’s motive may be, it will be justified by the greater amount 
of advantages yfreM  to society. An honest Taoist may be killed to keep an 
able Confucian administrator. A dishonest merchant, provided his manage
ment will result in the increase of net earnings, should be preferred to a 
faithful, but less able manager. This, as Dr. Wu points out, coincides withtte

107
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pragmatism of James and the instrumentalism of Dewey.
Modih.as, the founder of Mohism.-- He is known to have lived between

47O-575 B.C. in the state of La, Confucius’ native place. Prom an ardent
follower of Confucianism, he, upon the discovery of its weaknesses, turned

Uaway from Confucianism and devoted to utilitarianism where*“developed the 
altruistic side of Lao Tsu’s teachings to the highest point . H e  is there
fore linked by the Confucian with the Taoist, especially with Yang Tsu's , 
name, as an opponent of Confucianism. His work has not yet been translated 
into English or Arench and his doctrines are not given so much consider
ation by the Western student of Chinese studies. Credit must, however, be 
given to A. Forke and Berlin University for publishing a compleTB*trans
lation of Modih in 1922 as a result of Professor Porke’s course in the 
seminar of Modih given at Berlin University. In Japan, Modih is widely 
studied, probably because he holds the superior man in hi$i respect and 
advocates the doctrine of the subordination of individual interest to 
social and national welfare. In China, Mohism is mercilessly criticised 
by Mencius and the other Confucians as heresy, althou^i there are a limited 
number of its followers.
Modih* s Utilitarianism, a Dispute with Yang Tsu.^—  The individualism 

of the Chinese Stirner, Yang Tsu, is opposed by the utilitarianism of the 
*Bashford. China; an Interpretation, p. 187.
2D. T. Susruki, A Brief History ofrl^hinese Philosophy, pp. 93-tOO.
2For a brief account on the Chinese utilitarianism of Modih and the 

English utilitarianism, cf. T. K. Shu, "Motse," foyang Him Quarterly.
Vol. I, Hos. 3, 4 {June, 1926), p. 60.
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Chinese Bentham, Modih.* As we have seen, he holds that private interest 
should he subordinated to public welfare, when reason takes precedence 
of motive. Therefore, where there is public benefit there should be no 
personal interest. “If, by rubbing smooth his whole body from the crown

2to the heel, he could have benefited the empire, he would have done it.* 
This is just like "To cut off the finger to save the arm....The act of 
cutting off his finger is beneficial.*^ The utilitarian plan!: on *the 
greatest benefit to the largest number* was really first set forth in the 
platform of Mohism. Hodih, however, should be distinguished from Bentham 
with reference to his doctrinal differences. While the latter admires the 
man with virtue —  the superior*—  and sees that this greatest benefit to 
the largest number is an automatic result from the harmonious operation 
of private interest and public welfare, the former could approve of the 
respect for the superior man but rejects the theory of the harmony of
private and public interests, for our desire is blind and can not guide

4us towards public welfare.
5The economic obstacle in the way of his utilitarianism is poverty, from 

which all social evils may be engendered. The approach to utilitarianism 
lies, therefore, in the discovery of the key to the formula of the wealth

2I.iencins. op. cit.. p. >40.
^Modih, Ch. XIII.
4Ibid.
^Shu, op. cit., p. 59. "Thus the road to utilitarianism must first 

be paved by economy and struggle with poverty."
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of nations, with which the problem of poverty is to he solved. We may 
qu*t his statement on the influence of poverty over the welfare of

"When the crops are good, the people are good. When the crops are 
bad, the pwople are bad....Therefore rebellion or revolution would 
break out, when the supply of goods and commodities is insufficient.* 
The Causes of the Y/ealth of Rations. —  To clear off the obstacle in 

the way of tuilitarianism, a project for the increase of wealth is laid 
down as follows:
A. The guidance of economic reason and of the superior man

3B. The increase of population
4C. The increase of capital.

The Harmony of Interests through the guidance of Reason, a Dispute with 
Leih Tse. —  While Leih Tee’s theory of fate and the Taoistic opposition 
to the development of the motive of self-interest retard the economic

5progress of China, Modih vigorously attacks the fallacy of determinism. 
The human will is free. It must conquer in stead of being conquered by 
fate or Providence. Hor will the motive of self-interest lead the people

Modih believes in natural law which governs us but can never be changed 
or modified by human activity and volition.

nations.

‘Modih, Chs. TUI, IX, X, lail. feUfrt* *11 flW**
2Ibid.. Ch. XLII.
3Ibid.. Ch. XX.
4Ibld.
^For an opposite view, cf. Shu, op. cit., p. 59* He maintains that
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to welfare. All benefit is not the result of a blind chance or fate.
There must be a cause which, if ascertained, can foretell the result before 
it will happen. The Confucian belief that "Life and death are prede
termined, and wealth and honor are in the hands of Providence'** is an utter 
fallacy in the eye of the Mohist; who, on the contrary, places all responsi
bility upon the man and the reason. Even though there may be a fate, we 
can change or re-shape the fate into any form we want. "Mo Ti leugnet 
nicht das Vorhandensein des Schicksals, sondern der Predetermination.
Jeder shafft sich durch seine Taten sein Schicksal selbst, der Himmel und 
die Geister sind nur Richter, Preisrichter, und Strafrichter, welche das 
Urteil Sprechen. Die gate Tat hat Gluck, die hose Ungliick in Gefolge, 
aber diese Resultate sind nicht foftterbestimmt."1* We are not predetermined 
by fate, but we determine it. It is not the cause, but it is only the re
sult.
With the refutation of the theory of fate, the theory of principle or 

reason is inaugurated by Mohism. Reason, which is neither blind nor can 
be predetermined by Providence, is the sole bearer of responsibility, 
because it alone can foresee the relation between cause and effect. The 
duty of reason is therefore to guard us from going astray, and to direct 
us to do what will reap the greatest benefit to the largest number from 
the wealth of nations, which, with reason as its guddance, ou^it to be 
kept in constant growth by the encouragement of the increase of population 
and capital. If anything goes wrong, nothing else is to blame except 
reason. "If a man desires to cut his finger and his reason does not fore-

U. Forke. Mo Ti. p. 44.
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see the harm, it is the fault of his reason.”* Die man who can see the 
reason more clearly is the superior man.
As Modih’s utilitarianism compels the reason, first of all, to see into 

the greatest beneficent result, economic motive must give its plaoe to 
economic result; and Mohisa becomes pragmatism. How, nothing should be 
done unless its result is first ascertained by reason as being most benefi
cent, for the only test of the validity of ’"theories, institutions, and

2policies” are the practical consequences which they tend to produce.•
How, there is no longer any place for fate or the blind chance in economics, 
where reason begins to conquer all the obstacles in order to get a clear 
view of what will produce the beneficent result in society. Wien human 
activities Are thus guided, the increase of wealth and welfare is assured, 
not helplessly left to the hands of Providence or at the mercy of fate.
We do not promote public welfare until our reason sees how it can be pro
moted. Nor do we try to get rid of poverty until our reason sees how it 
can be got rid of. The first step in Ilodih's welfare economics is, as 
we have discussed, to put the far-sighted reason in the place of the blind 
motive of self-interest and that of fate.

The Increase of Population. The increase of population and capital 
is the second step that can be easily effected under the reign of the 
-superior man. Providence and fate have no power to prevent us from be
coming richer or poorer, if we will act according to our own reason. The 
poverty of nations is due to the mismanagement of government by those who

rModTh,~ ChT XLU.
^S. Hu, Development of the Logical Method in Ancient China, p. 64.
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are either blind to reason or pushed aside from reason by other personal 
or selfish reasons contradictory to the utilitarian purpose. But "'when a 
philosopher-king governs a country, the wealth of the country can be 
doubled, not at the expense of others, but by utilizing the country and 
by cutting off useless expenses....It is the population that is not easy

tto be doubled.” Contrary to the Malthusian doctrine, Mohism holds that the 
rate of the increase of wealth is quicker than that of population. As a 
result he would rather take off these checks, positive and preventive, from 
where Malthus puts them. The oauses of the slow increase of population are 
(t) late marriage, (2) war, and mourning. In ancient times, according to 
him, men and women were married at twenty and fifteen years of age and 
gave birth to two or three children after ten years.2 In his time, they 
were married between twenty and forty years of age. Population was further 
decreased by wars, which were continually taking place one after another 
in his time. It is still further checked by the system of mourning,^which 
is imposed on a son upon the death of his parents by Confucianism the duty 
of staying three years in solitude, absolutely separated from his wife. 
There are even some other causes, as the heavy taxes and the military 
training in peaceful time, which inevitably decrease the income and give 
rise to starvation and mortality. Professor Liang points out that the 
reason why Hodih encourages the more rapid growth of population is based 
' TModihf ChTxxI ‘
2Ibid.
^Confucian Analects, p. 5. The period of mourning has been reduced.

A Confucian would now mourn three or four months.
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on the labor theory of value, which is hinted by Modih and not virtually 
different from Smith’s theory.* China has been poor because of ̂over
populated. Yet in the time of Modih, agriculture, industry, and commerce 
were subordinated to military importance, which gave rise to the insuf
ficient supply of labor for industry. As a result, the increase of popu
lation was to be welcomed.
The Increase of Capital. —  Modih’s theory of capital is inferred from

his utilitarian conception that no smaller sacrifice should be spared to
2effect the greater benefit. He numbers the modest capitalist, who in

vests his |ortune in productive employment, spending nothing in luxury, 
among the best superior men. Capital, being the equivalent of the Chinese 
word "mother-wealth”' "should not be employed where it promises not a 
greater return."^ To spend the mother-wealth without any return of the 
baby-weaith is equal to letting the mother die without contributing to 
the growth of population. We should therefore save every penny in order 
to accumulate the quanlity of capital. Following are his projects for 
the accumulation of capital:
A. The abolition of war in order to cut the military expense
B. Cutting down the expense of the funeral and tomb, for "the wealth
that they had in the past was buried with the dead. The wealth that

4‘ they would have in the future is impossible to be realized.
1TiangTEssentials of Mohism. p. 56.

p. 109.
^Liang, on. cit.. p . 38.
4Modih, Ch., XXY.
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C. Savings to be effected by the abolition of music and plays and by 
the simpler form of ceremonies and rites. The musician and the actor 
v/ho "take the mother-wealth because they can waste it charmingly”' 
are so mercilessly attacked by ilohist that he violates his own utili
tarian principle.
Is Modih a Socialist? —  Having formulated these projects for bringing 

about the increase of the wealth of nations, he holds the utilitarian 
principle, which, in spite of the increase of wealth to be resulted from 
the social and economic reform, is against the richAspending his income 
luxuriously, but in favor of the equal distribution of wealth. Is Mohism 
therefore not Socialism? Many critics say, "Yes.” Cagnetti thinks so. 
Baber ranks Modih highly in his Grundgredanken des alten Chineschen Social
isms. Alerandra David agrees with Baber. But our Western authority Porke 
says, "No." He tells us that "Mo Ti ist jedenfalls kein Socialist...denn 
er will keineswegs die socialen KLassen beseitigen...denkt nicht an die 
Aufhebung Oder Beschrankung des Privateigenturas und tritt nicht fiir den 
Klasskampf ein."* Professor Liang holds that the belief of Mohism as 
Socialism is due to the fact that Modih, like Staith and the Socialist,
emphasizes labor as the source of wealth and value, though, according to
Modih, it is not the only source. Mohism may also be distinguished from 
Socialism on the ground it does not omit capital in the factors of pro
duction nor despise and attack the modest capitalist. It never tells us
that the means of production should not be left in private hand. Above 
TPorke, rp. cit., p. 75.
2 % p r a ,  p . 110.
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all, Modih is an ardent advocate of efficiency in production, placing 
the efficient manager or capitalist above the superior man in rank. In 
distribution Mohism is more akin to Socialism; for they both advocate a 
more equal distribution based on need rather than service. With reference 
to the economic moteve of self-interest, they both maintained that the blind 
motive, which is said to be led by Providence to public welfare, should be 
displaced by the far-sighted reason. But, while Mohism prefers reason with 
the utilitarian end in view, Socialism prefers reason with a view to elevat
ing the laboring class. The former seeks for the most efficient method in 
order to reap the greatest benefit at the minimum sacrifice. The latter 
seeks for justice in order to prevent the producing class from being ex
ploited by the propertied class which controls the means of production, 
but not produce. Although there is a point in Mohism —  poverty as the 
cause of social evils —  which sounds like Marx’s economic interpretation 
of history, yet Mohism is decidedly against determinism. The Mohist does 
not trace the historical development of society economically, but accord
ing to the discovery of principles and reasons that are put into practice 
by the superior man. In short, Mohism hopes only for: ”{l) die Hebung 
des Velkswohlstands, (2) die Zunahme der Bevolkelung, (3) Kechtspflege 
und Velrvvaltung" * regardless what form of government is in existence.

Recapitulation. —  Mohism in its strict sense is neither akin to Con
fucianism nor akin to Taoism, although it is linked with Yang Tsu’s 
doctrine as heresy by Mencius and the other Confucians. It advocates 
and practises the doctrine of the greatest benefit to the largest number.
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But it can not be accomplished by the free play of self-interest or by 
the moral motive of virtue, but by the foresight of reason. With reason 
to take the place of motive or fate the utilitarian result may be assured; 
for if we are only listening to reason instead of fate or motive, we im
mediately turn ourselves from slaves to fate and motive into the master 
of them. The reasons for accomplishing the object are two: the increase 
of population and that of capital. But the growth of population is checked 
by war, late marriage, and mourning; that of capital, by wastes in music, 
funerals, and war. He is anxious to clear these obstacles from the way to 
utilitarianism. Mohism is regai’ded by many as Socialism; but, as Professor 
Forke maintains, it is not, for it upholds the capitalist (if he is a 
superior man), and anticipates no class war.
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CHAPTER v 
CONFUCIANISM

Confucius as the Founder of Confucianism. —  While Taoism was radical 
"And could be satisfied with nothing short of complete breach” of the 
existing social system, Confucianism “was conservative and sought to 
reconstruct in harmony with the past.”* Confucius “was no mere theorist 
in any sense, but a practical reformer.*^ Confucianism is not doctrinal. 
It is simply a project of social reform largely based on the unfulfilled 
proposals of ancient sages and the popular conception of virtue.

Confucius frankly told us that he was only "to transmit but not to 
create.His ideal superior man is Chow Kung.^who lived several hundred 
years before him. He numbered himself among Chow Kang*s disciples.
When once he was disappointed at the disturbance and corruption of the 
existing society, which was far behind that of Chow Eung*s time, he 
cried, “Alas! I can not even once more see Chow Hung in my dream.” Again 
he said, "Ah, such an enlightment of Chow!”

*E. S. Lieu. “The Origin of Taoism.” The Ifonist. Vol. XXII (July. 

1917), p- J'85.
2Ibid.. p. 586.
^Confuclan Analects. p. 59.
4Chow Eung was a brother of Wu Wong, the second king and first 

Emperor of Chow Itynasty, and is credited to have made great con
tribution to music, law, rite, currency, literature, and ethics.

It8
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A transmitter likes a transmitter. Among his 5000 students, from the 
prince to the stateman, from the financier to the merchant, and from the 
warrior to the general, he, while scolding these great men with indig
nation, befriends, respects, and loves a lucky student named Wie —  

probably the poorest student of the great master, having hardly anything 
to keep his existence except the wealth of his own virtue and the food 
of the master’s teachings, always appearing like a fool in the eye of 
everybody except that of Confucius, neither asking nor replying any 
question in the class room, and always being happy for reason only known 
to himself and probably to the master too. This is the model for Con- 
fucians. When the unkind Providence is taking his Wie away just in the 
prime of manhood at thirty, the master, who throws away the favor of 
the king "like a pair of broken shoes,” enters the death-room, dirty, 
solitary, and contagious, where no other man would like even just to 
come for a visit, with a heart heavier than the world. Like a nurse, 
like a lover, and like a father, the master is comforting, nursing, weep
ing, praying, and hoping day and night that Providence may not issue the 
cruel decree for the sake of his or Chow Kang’s Tao. When the inevi
table hour comes, the master collapses, being too sorrowful and fatigued 
to weep but only murmuring, “Heaven is going to end this here,” meaning 
that when Wie dies, his and Chow Kong’s teaching or Tao is ended. He 
himself is too old now, and there is not a single man in the world fit 
for transmitting Chow Kung’s teaching to the coming generation. But 
fortunately this great teaching was saved by Tseng Tse, Confucius’ 
most filial, diligent, but also most stupid disciple.
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. 3he master was bom in the State of Lu (now Shangtung Province) approxi
mately between 55T —  478 B.C., dying only ten years before Socrates* 
birth. Like Socrates, he died disappointed. And like Socrates, he be
comes greater and greater with the increase of ages. Bit his influence 
has been greater, being only next to that of Christ.

Confucius* Works. —  As a transmitter, he was more engaged in re
vising, abridging, and editing the works of ancient sages. The follow
ing are his works:—

Canon of History Edited by Confucius
Canon of Poetry » » »
Canon of Rites ** ** **
Canon of Changes »
Canon of Music ’* ’* **■
Spring and Autum Written by Confucius
Confucian Analects Written by his disciples

The European interest in Confucius, unlike that in Laotse, which is 
aroused by the profoundity of the Tan Tab king, is probably due to the 
importance of Confucius as the greatest teacher of the Chinese. Trans
lations of his works immediately followed, after Julian* s Tao Teh King 
appeared in 1642. We can find in the bibiography various translations 
with the time and place of publication. The authenticity of Confucius’ 
IPOrks has also been doubted/but no serious arguments ever raised. We 
*H. J. Allen, “The Connection between Taoism, Confucianism, and

The Great Learning
ti k

Hie Doctrine of'Mean
upon the basis of Con
fucius* teachings 
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may directly go to the Confacian doctrines, which, though less profound 
than the Tao Teh King, are remarkably practical.
The Economic Interpretation of Confucianism. —  The importance of 

Confucianism in the study of economic thought in China is due to the 
influence it has exercised upon the economic doctrines, policies, and 
activities of the people for many thousand years. Were the place in the 
history of economic thought given only upon the basis of the profoundity 
and originality of an author’s theory, Confucius, as the European critics 
agree, would not be so honored; for they, having gone over his work,
"find it hard to solve the secret of the extraordinary veneration now

Ipaid to Confucius.”5 All the economic doctrines or projects of Confucius 
are either commonplace or based on the existing economic system or the 
ancient sages’ teachings; for according to him ’“the study of strange
doctrines is injurious” and therefore should be avoided by the superior

2man. The influence of his teachings, is really greater than we conceive. 
For example, China’s unwillingness to introduce the modern economic 
facilities, as machines, railways, and modem banking until she was 
defeated and humiliated by the European nations, was due to conservatism 
and the respect for the ancient sages* teachings. Her respect for the 
student and despising of the merchant^—  Confucius* teaching —  are the 
Buddhism in Early Days,’* The Transactions of the Third International 
J3qngress for the History of Religion. Vol. I, p. 118.

* P- 117-
2Confacian Analects, p. T4.
5Infra, pp. 126-128.



www.manaraa.com

causes of the foreign trader's trouble*and Dewey's and Bussell's welcome 
there. The paramount influence of a simple doctrine of the great sage 
is unfortunately always overlooked. All the struggle for shorter hours 
hy labor unions, labor conventions, labor theories, propaganda, and 
legislation can never be more effective than a single sentence from the 
Bible, " Eemember the Sabbath day to keep it holy...'*' Confncianism, 
though not a profound economic doctrine, is, therefore, as correctly 
stated by Professor^A great economic.. .system*2on the merit of its 
paramount influence.

The main problem of Confucianism is virtue. When Confucius 
was asked what he would choose if one of the three things, the army, food, 
and the virtue to be true, had to be taken off. **The army,’*' was his 
prompt answer. "What next?" "Food," he replied. Even life is not as 
important as virtue. How then, in addition to the Taoist's control of 
and the Mbhist's reason for checking the economic motive of self-interest, 
a third barricade of virtue is placed in the way of the motive# thus dis
tinguishing all the three great economic systems from Smith's doctrine 
on the harmony of private and public interests, and laying a dividing line 
between the Eastern and the Western thought. While Taoism and Mohism,

1 Traders were despised. That is why the wealthy foreign traders were 
called "your fcarhariap merchants"1 in the imperial mandate to George III 
of England, while the learned missionaries were appointed to hi^i offices
at court
2K. C. Chen, The Economic Principles of Confucius and His School, preface 

by Seager.
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though against the unchecked development of the motive of self-interest 
as an approach to the promotion of public welfare, firmly maintain that 
their ultimate aim is the welfare of the people; Confucianism, having dis
placed self-interest with virtue, declares that even the welfare of the 
people is below virtue in its order of importance. The Confucian virtue 
wipes out the motive of self-interest as well as the result of public 
welfare from economics. As a consequence, the question of the harmony 
of interests is changed by Confucianism to that of the harmony of interests 
with virtue.1 Unless interest, private or public, is in harmony with virtue, 
no chance should be given to it for its development. All interests must 
be subject to virtue. But virtue is independent and free. It is not 
necessary to be in harmony with interest whose duty is to be in harmony 
with virtue.
Applying this supreme importance of virtue to production, distribution, 

and consumption, the Confucian unquestionably would develop a body of 
economic doctrines virtually different from that of Smith and even from 
that of Taoists and Mohists. Since a man is liable to neglect his virtue 
when he becomes too rich, monopoly and production on a large scale are 
discouraged even thou^i they are more productive or beneficent to the 
public than when they are broken up into several units, each managed by 
a smaller enterpriser. In distribution "the superior man helps the 
distressed, but adds not to the wealth of the rich."1 The superior man 
is glad to see that the poor may some day take everything from the rich; 
but though he helps the poor, he would never tolerate such a measure,

* Confucius, The Great LeamingT pp. 220-225.
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because it is in violation of virtue. In consumption the principle of 
justice entitles him to a better living than that of the common people^ 
but virtue calls him to self-denial and a poorer living. The Confucian 
attacks luxury and waste mainly from the standpoint of virtue rather than 
from that of economics. Virtue, just like the Tao in Taoism, is the Con
fucian* s fundamental concept, valid for all the divisions of economics 
as well as for all the branches of social science in its broad sense as 
Comte conceived it. Therefore, the Confucian economics is the science 
of wealth in terms of virtue.
This important word virtue as well as other technical terms, in the 

Confucian sense, was, however, not accurately defined by the master, who,
being a practical reformer but not a theorist,only gave practical in-

2struction according to the arising situation. Once he said, "Virtue is
3more to man than either water or fire. At another time, he told us that 

"self-accomplishment" and "’accomplishing other men and things" are the 
qualities of virtue.4 But he also said he could not find virtue in any 
living person. "Ah! probably Yfie had it, but he is dead." But the su
perior man is supposed to possess virtue. "If a superior man abandons 
virtue, how can he fulfill the requirements of that name? The superior 

^Because, according to Confucianism, the superior man is more productive
than the farmer and the laborer.

2Y. Chow, "A Study of Confucius* Philosophy of Life," Kwang Hua Quarterly1 
Vol. I, Bos. 5, 4 (June, 1926), p . 35.
•̂ Confucian Analects, p, 168.
^Confucius, The Doctrine of the Mean, p. 282.
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nian does not, even for the space of a single meal, act contrary to vir
tue."* "The superior man thinks of virue; the small man thinks of comfort.
The superior man thinks of the sanctions of lew; the snail man thinks of

2favors v&ich he may receive.1” Iflihile virtue is not systematically defined, 
all students are expected to he men with virtue and to understand what is 
virtue, the corriAstone of the Confucian economics. Even in production 
where natural force predominates, the Confucian should not forget virtue 
and the man with virtue.
Production. —  "There is a course also for the production of wealth.

Let the producers he many and the consumers he few. Let the production 
he rapid and the consumption he slow. Then wealth will always he suf
ficient. In the first place, Confucius seems to welcome the increase of 
laboring population and to discourage that of idlers. In the second place, 
he seems to encourage us to work hard and to he economical in spending 
our income. As a practical reformer, he, however, sees not the remoter 
consequence of the increase of population, when the increase is out of 
proportion with the increase of capital or not accompanied hy the improved 
methods of production. Gonfucius has not the foresight of Maithus, that 
the increase of laboring population will bring about the increase of 
poverty, not, as Confucius anticipates, that of wealth. But it must he 
remembered that Confucius always keeps the moral code of virtue in view.
To he idle and to he not economical are against the decree of virtue. He

Ĉonfucim Analects, p. 30.
2Ibid., p. 3 2 .
^Confucius, The Great Learning, p. 243.
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does not even anticipate that, with the rapid production on the one hand, 
and the slow consumption on the other, there most follow, if not an under
consumption, an overproduction. Although virtue prefers economy, eco
nomics demands that production and consumption ought to be proportional.
We, however, ought to excuse him for the weakness of his theory, for this 
topic belongs not to the superior man whose main problem is not wealth but 
virtue. He immediately gives up the discussion of wealth, and reminds us 
that "in a state, gain of wealth is not to be considered as prosperity, but 
prosperity will be found in virtue."*
Although it is told in the definition that by the production of wealth

2is meant the increase of service and commodity, Dr. Chen, an ardent advo
cate of Confucianism, is not without ground for claiming that production 
means, according to Confucius, the increase of utility. As we have just 
seen, the master tells us that a state abundant in wealth is less prosper
ous than a state abundant in virtue. Unless utility is taken for the 
measure of wealth, the latter can not be richer than the former. Virtue 
is more productive of utility, although the Taoists, especially Chwang 
Tse, maintain that virtue is the disturbing and exploiting element in 
society.
The Productive Classes.^—  The economic classes in production are clas

sified upon the basis of virtue, not according to the degree of produc
tivity in the sense of the Physiocrat and Smith. The superior man or man
TlbidTT p . "  245’ ™ '  ~

pMore production, less consumption; more producers, fewer consumers.
^Bashford, China: an Interpretation, p. 43; Tyou, China Awakening, p. 1.
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with virtue (represented "by the student) is most productive.* He is the 
superi#rraan who should not he mingled with the other classes without distinc
tion. He is engaged in the practice of the most productive function, 
virtue. The Confucian would not join the economic class if it is taken 
in the sense that every hody making a living in society is one of the 
members of the economic classes; for his only care is virtue, not liveli
hood.
What then is the function of this wonderfully productive man of virtue? 

This is like the work of St. Simonians’ generals or universal men to whom 
the people should blindly and obediently adhere without asking why. Eco
nomically, the superior man must aid and guide the other classes so as to 
bring about the best result in production without violating the code of 
virtue. But he must not let the people know the "why" of any measure he
takes. "The people may be made to follow a path of action, but they may

2not be made to understand it.” The student therefore is the only far
sighted leader, while the people are all "blind.” When the other classes 
are made so intelligent as the student is, they, with the sharpened weapon 
of war, will fight more desperately, losing all virtue in the struggle for 
gain.
Below the student is the farmer who is also held in high respect. He 

produces the subsistence, necessaries, but not the luxuries, contributes 
to the state a large portion of its revenue ,^and scarcely does anything 

*Chen. on. cit.T~p. 585.
Confucian Analects. p. 75*

^The revenue was largely derived from the land tax. Cf. U. Y. Hsu,"The
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harmful to society. Next to the farmer is the artisan whose labor is 
also considered productive. The merchant, especially the rich and 
luxurious one, is not honored and is regarded as the least productive. 
While the importance of commerce is not denied, the evil of the inequality 
in distribution, intensified through the increased complexity of exchange, 
is emphatically denounced. All these are the productive classes with the 
exception that the student is super-productive. He should not degrade 
himself by learning agriculture or commerce.*
Those who belonged to the sterile class are entertainers, “smile- 

sellers,” musicians, barbers, butchers, soldiers, attendants of the 
imperial family, actors, government employees whose job was to catch 
and kill the criminal, official messengers whose duty was to report the 
happy news of the successful candidate for B.A., H.A., or Ph.D. degree, 
or for a government appointment of high post. They are generally men 
without virtue, making a profitable and easy living by seeking favor 
from the great or by being unkind and cruel or even murderous to the 
distressed. Women were not considered in the productive classes. They 
depend first on their father, then on their husband, and then on their
son as their supporters. The sterile classes and women were not eligible
for an academic degree. Since the Republic, however, all the people 
have been declared equal.

The Productive Occupations or “Tour Occupations.’* —  Having analysed 
Reform of Land Bax in China,** the Chinese social and Political Science 
Review, Vol. I, No. 1 (April, If16), p . 1QJ.

*Chen, op. cit., p. J84.
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the productive agent, labor, and divided it into the four productive 
classes, student, farmer, artisan and merchant, upon the basis of moral 
utility, the Confucian divides the productive agents, capital, labor 
and land into the productive occupations. The student can be productive 
without capital or land,awith his own virtue. The other productive 
occupations may be divided into agriculture, industry, and commerce.
The student, however, should devote himself to education, administration, 
and the supervision of the other productive classes and occupations, 
obeying the sacred command of virtue and guarding and guiding them.
Virtue as the Occupation of the Student. —  The occupation of the

student is to see to the guidance of virtue as follows:
*

A. Administration and supervision of‘(t) food, (2) commodity, (3) 
sacrifice, (4) public works, (5) education, (6) justice, (7) enter
tainment of diplomats, (8) the army —  all based on virtue. Expenses
incurred are only of minor importance.

2B. Advocacy and encouragement of (f) abolition of war, (2) technical 
invention, (3) Tseng Tien System, (4) control of nature, (5) free 
education, (6) election system, (7) great similarity, (8) change to 
perfect human nature —  also based on virtue.
C. Measures to prevent^(t) premature death, (2) sickness, (j) sorrow,
(4) poverty, (5) ugliness, (6) weakness —  also based on virtue.

^Legge."The Chinese Classics, Vol. Ill, Ft. II, p. J27. The Chinese 
government consisted of these departments which were later reduced to six. 
2Chen, op. cit., p. 134.
5Ibid., pp. t71 ff.
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■ D. Measures to attain*(l) abundant wealth, (2) long life, (3) good 
health, (4) love of virtue, (5) good appearance —  also based on 
virtue.
3he duty of the student should be performed with no economic end in 

view, while the farmer, the artisan, and the merchant are justified by 
Confucianism to carry on their business with the view of gain or emolu
ment. The treatment of the other three productive occupations, based 
on the use of capital, land, and labor, but not virtue entirely, is not 
so different from the general conception of these occupations. In agri- 
culture, land is more exclusively used; in industry, labor; and in 
commerce, capital. In the occupation of the Btudent, it is claimed that 
virtue must be given first consideration, and that labor, capital, 
and land should receive less attention. This seems ridiculous. But, 
after all, no modern economist may justly deny the truth that the student 
who is engaged in the work, as we have just described in detail, is 
more productive than the farmer, the artisan or the merchant. Nor can 
it be denied that virtue counts more than anything else in the man bear
ing the responsibility as a political, social, or religious leader. A 
virtuous aAwatrr is productive of public benefit more than a farmer or 
a merchant.
Agriculture, —  The importance of agriculture among the productive 

occupations from the Confucian standpoint is well known and often ex- 
* Ibid" '
2In the stage of handicraft, manual labor is the essential factor in 

manufacture.
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aggerated. Confucianism in its economic aspect is called the Chinese
IPhysiocracy. Z. C. Chwang, the Confucian and agricultural economist, is 

ardently advocating the return to agriculture in China, pointing out 
vividly that,"in an agricultural nation, virtue, self-denial, obedience 
to the sages' teachings, peace, and an absence of lawsuits predominate, 
while in an industrial nation the philosophy of first* rules, with 
the result of self-development, wealth, luxury, war, state supervision of 
industry and commerce. While the Confucian is against luxury and war, 
he would naturally "pay honor to agricultural development,"1 which, unlike
the industrial development, "will be in harmony with the cultivation of

3virtue."
With such respect paid to the cultivation of land which is only next 

to the cultivation of virtue, we may reasonably expect that Confucianism 
is more friendly and considerate to agriculture. Besides being more 
respected, it is protected from being disturbed, exploited, and handi
capped in its development by any circumstances. The first duty of lit- 
government is to see that the annual farm products are sufficient to 
feed the people. When the farmer is engaged in sowing the seeds and
harvesting the crops, the government must, as far as possible, refrain

4from any unimportant interference. Even war should not be declared, nor 
*Ho, A Complete Course in Economics fox- China. Vol. I, p . 10.
2D. E. Yui, "Chinese Economics in the Twenty Pive Years," Twenty Fifth An

niversary, 1500-1924 {The Sincere Co., Shanghai, 1924), pp. 4, 5.
?Ho. op- cit., p. t4.
4 v rConfacian Analects, p. 4.
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should, the farmer he called upon to render any service, military or civil, 
for the state during the period. The government must also he ready to 
help. Soldiers must he sent out to enforce order. The law should he more 
lenient in order that no time may he lost in lawsuits. Mien there happens 
to he drought, public officials should follow the example of the ancient 
sage-king Tang Wang, who set the example of praying for rain, saying, "If, 
in my person, I commit offences, they are not to he attributed to the 
people of the myriad regions. If the people of the myriad regions commit 
offences, these offences must rest on my person."*
Confucius, as a practical reformer, was more concerned, as we have seen, 

with the practical measures them with theories. His project of agri
cultural reform hy the adoption of Tseng Tien System adds to him no credit

2of originality, for it was not Confucius’ new idea. The Tseng Tien System 
had been long in existence before Confucius' time when the system was 
gradually abandoned as the situation demanded. But Confucius strongly 
urged the rigid enforcement of the system, which we may explain here more 
in detail. Tseng means a well. Tien means a farm. So, there is a well 
in a farm called Tseng Tien. The Chinese equivalent of a well is #  • 
The Tseng Tien also looks like the word (a well or Tseng). Let us
put the limit to the four sides of the with four lines. Then we get
tiie I {-I ■! This exactly looks like a well-farm or Tseng Tien. In atfcfcj, there are nine pieces of land, approximately one hundred Chinese
Tibid., p. 214; Bashford, China: an Interpretation, p. 60J.
‘‘M. Lee, An Economic History of China, Pt. I; Mencius, on. cit. . p. 

121.
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acre^each. Eight farmers cultivate a well-farm. Each cultivates and 
reaps the crops from one piece of land in the well-farm: and the eight 
partners cultivate the central piece of land together for the state, 
thus paying off their rent to the landowner, the state. The nationali
zation of land under the Tseng Tien System, while it is not a measure
taken against the unearned increment, is "the socialistic policy adopted

2to modify the inequality and the concentration of wealth.** Although this 
system was later reinstituted by the Confucian rulers, but it was soon 
given up without success. The main cause of these failures are rather 
economic —  namely, the limited available land for the larger population, 
and the lack of the impetus to the ownership of private property. We 
can not blame Confucius for his ignorance of the economic force working 
behind the economic conditions, v/here the enforcement of the Tseng Tien 
System by even a strong government was no longer possible; for, according 
to him, even the invincible economic force must be made to conform itself 
v;ii:h the force of virtue.
After all, the effect of the favorable regard paid to agriculture is 

surprising. China has been so long agricultural that the limit of di
minishing returns has continuously been pressed closer and closer to the 
worst land almost in every part within China Proper. Yet she remains 

l0ne Chinese acre' is equal to one-sixth English acre. The size of a 
well-farm was not uniform, being severally changed under different times
and conditions.
2Ho, ojD_. cit., p. 23.
^ Ibid., p. 25.
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loyal to agriculture in spite of the threatening misery such foolish 
layalty would further intensify. It is the ambition of everybody —  

even the student —  in China to own a piece of land, with little con
sideration as to the price of and return from it, except the professional 
agriculturist, whose business is to see that his investment in the farm 
will be not less profitable than in the fields of industry and business. 
To meet this universal anxiety for land among the Chinese, big farms are 
divided and subdivided until, as it is now, there are thirty or more 
enclosures within only one acre of land. A farm of the size of half an 
acre or one acre is looked upon as a princely estate; v/hile the majority 
of farmers own less than an acre of land, each consisting of many small 
enclosures'scattered here and there several miles apart. Is it not a 
miserable triumph of virtue over the motive of self-interest? Strange 
is the coincidence, or there must be some connection between the Eastern 
Physiocracy and China and the Western Physiocracy and Prance, which, 
though surrounded by the commercial and industrial rivals, is mainly 
agricultural and characterized by the vast number of small farmers.

Industry and Handicraft. —  The next productive occupation, while it 
is not given so much consideration as that given to agriculture, is, 
however, so highly respected that it is rather helped than handicapped 
by the government. No government restraint of industrial activities is 
necessary, when the country is mainly agricultural and its industry is

1 liemer, op. cit.. p. 543. Quoted from P. H. King by Bailey, '•Perma- 
nent Agriculture and Democracy,”' the American Museum Journal, Vol. 17,
No. S (Dec., 1917)-
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only domestic in scope and nature. Naturally the master would be in
dignant at the industrial king or queen. With the small handicrafts
man, however, he is very sympathetic. The 3oard of Commodity*stands 
right next to that of food in our list given above. The conservatism par 
excellence of Confucius does not stand in the way of invention and labor- 
saving machinery and labor- saving devices, while Laotse thinks little of 
them. "If the laborer wants to accomplish his work, he must utilize his 
tools." While Laotse is against the institution that will make self- 
sufficiency more difficult, Confucius approves of the division of labor 
and the diversification of industries. Even the law of the territorial 
division of labor, according to the Li Ki or the Canon of Bite* one of 
the books he edited, is known to him as being correct. Thus, "in all 
settlements, the physics 1 capacities of the people are sure to be according 
to the sky and earthy influences,” which give rise to the different 
"fashion of their implements and weapons and...of their clothes....
All progress in industry as ivell as in agriculture through the improvement 
of method and tools in the natural course of development should not be 
handicapped by restraint or interference; for what we can do in production 
is to adjust ourselves to the predominating force of nature as Confucius 
and J. S. ilill conceive them. Even the much admired Tseng Tien System 
can not stand the natural force of economic changes. Industrial as well 
as agricultural freedom is therefore allowed by Confucianism, provided

* Supra, p- t29.
^Confucian Analects, p . 161.
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it is not in conflict \vith. virtue.
On the other hand, the discouragement of gigantic private industry*and

2the encouragement of government control of natural monopolies are mainly 
based on the ethical theory that if attractive inducement to money and 
power is given us, v;e vail surely forget what is virtue and degrade our
selves until we perish in the fire of greediness.
Turning from the industrial policy to the industrial classification, we 

find that it had been attempted before Confucius' time. The following is 
the classification which Confucius approved:^ 1') land, (2) wood and forest, 
(3) water, (4) grass, (5) manufactured articles, and (6) mines.

4Model factories were operated by the government to specialize respective
ly in the manufacture of (t) earth, (2) metal, (3) stone, (4) wood, (5) 
skin, and (6) twig for supplying the needs of the imperial family, as well 
as to set the best standard and example for the private manufacturer.
Commerce. —  The theory that in production nature should not be inter- 

ferred with by man does not hold good for exchange as well as for distri
bution said consumption although exchange may be treated under the chapter 
of production on the ground that, while production is generally defined 
as the increase of utility, exchange does the same function of increasing 
utility. Confucius would certainly be glad to see the increase of utility 
so effected as to be not in violation of the sacred decree of virtue. As 
~~1chen, or. cit., p. 537.
2Ibid., p. 540.
?Ibld., p. 3f9.
^Ibid., p. 400.
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long as the increased utility goes to the contracting parties of exchange 
(as it is in the stage of barter), Confucius would not raise any objection. 
But, v;ith the development of commerce, a third party, the middleman between 
the exchangers, comes in and often makes more profits than the exchangers. 
Being the least productive, the merchant makes more profits than the most 
productive farmer, which can hardly be justified by virtue. Here then the 
restraint of immoral activities is necessary for the safeguarding of virtue 
and the public welfare. Measures taken to restrain commercial activities 
had been very oppressive until China was defeated by the European powers.
In the Ean Dynasty when Confucianism reigned throughout the country, mer
chants were humiliated by the levying of heavier taxes on them when the 
country was rich and prosperous; and, when it became poor and weak, mer
chants were deprived of the opportunity of running business by the increase 
of government monopolies.* The Confucian code of virtue seemed to justify 
such measures without its being necessary to take the vested right of the 
merchant so deprived of into consideration.
Besides the government intervention, some preventive measures should

also be taken. First, commercial education has no place in the Confucian
2system; for, while the object of the merchant is the pecuniary gain, that 

of education is virtue. Education is only allowed, when it teaches the 
merchant not only to render better service, but to get less reward. This 

iHo, op. cit., Vol. IX, p. 2.
In the primary education, only the "Four Books”- was required; in the 

advanced, the "Thirteen Kings," the "Thirty Six Tses," and the history 
of China were added to the curriculum.
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of course is not welcomed by the merchant. Secondly, when the merchant 
is better educated, he is better equipped to violate the command of 
virtue by making more money and giving up more virtue. Thirdly, the 
student is warned against partaking of any kind of commercial activity.
As soon as he turns av/ay from virtue to commerce, the world is threatened 
by, to borrow the Taoistic term, "the great robber."* He is supposed to 
know the "why*1 of everything, including that of wealth, to which the mer
chant, no matter how intelligent he is, is totally blind. This is proba
bly an overestimate of the student’s commercial ability. When we take 
the successful Occidental merchant into consideration, we find that the 
Confucian theory is short of truth. But all Confucians realize correctly 
that unless the degenerated superior man's service is utilized in commerce 
by the Westerner, it can not be what it is —  probably it might be as bad 
as that in China. Ho one will deny that the modern successful business 
in the West is entirely operated by the superior man, at least under his 
guidance, not by the stupid merchant as Confucius conceives. But Confucius' 
heart would be broken if he could learn that in China the superior man 
now would gladly join the band of merchants, or let his service be utilized 
by them.
’With regard to foreign traders, Confucius, however, is more lenient on 

the ground that the superior man should always be sympathetic with the 
helpless stranger. The governments should, as the ancient superior-man- 
ruler did, maintain officials "'to escort them on their departure and meet 
them on their coming, to commend the good among them, and to show compassion
*Chen, pp. cit.. p. 545.
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to the incompetent.” "The portals of the Kingdom v/ere thrown wide open 
to all aliens, regardless of calling, profession, and creed. There was 
neither closing of markets, nor imposition of exotic faiths....The whole 
policy was one of complete toleration and genuine hospitality, of 'open

tdoor' in its truest sense of the term." In the foreign commerce with
China the foreign trader, as a rule, was motivated hy the desire of reap
ing a rich reward for his enterprise, while the Chinese government had
always the motive in mind to win friendship "hy indulgent treatment of
men from a distance* regardless of whether they v/ere "guests or envoys,

2and travellers or travelling merchants.*1 In treating the '"barbarian 
merchant," who was supposed to he ignorant of virtue and the high ideal 
of the Chinese law, the penalty that was to he imposed on the Chinese 
was scarcely imposed on the foreign trader for similar crimes. The 
government often paid the debt which the bankrupt Chinese owed to the 
foreign trader, and often disregarded the lav/, in the criminal cases, to 
extend sympathy to strangers.
The rdle of the ethical motive in the opening of the country for foreign 

trade has also been recognized hy foreign students of Chinese affairs.
T C. S. See, The Foreign Trade of China, p .  337.
2Confucius, The Doctrine of the Mean, p. 273.
Cf. KiinLung’s mandate to George III of England. Any person who re

ceives mercy and sympathy from others is not fit for being a superior 
man. So the foreign traders in China v/ere much despised by the govern
ment, though they were treated better than her own citizens who were
supposed to follow virtue and he responsible for their crimes.
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Foreign trade was not "a necessity for China; it was a great favor of 
the Chinese to foreigners... in order to show the benevolent consider
ation to others.”1* Such moral consideration is "due to the Confucian 

2...thought.” The Chinese government issued the decree that certain
Chinese goods should not be checked from being exported, because if the
foreigners did not eat them, "they would die of disease. China's door
was thrown open to foreigns from ”Tang, Sung, Yuen, -.ling Dynasties.”

, •It v;as not until she I*. *rned that India, Cuba, and Philippines were
ii ft **annexed, that the Spanish murdered the Chinese, that the piracy of the

Portugese and the Dutch along the Chinese coast became a menace* that
"the barbarian foreigners...carried on the propaganda of Christianity
against the teachings of the ancient Chinese sages, threatening with
the utter destruction of the social structure which was built on the
civilization of more than two thousand years old” that she began to adopt

4the closed door policy.

Money. —  The medium of exchange in commerce was also not overlooked 
by the Eastern sages, but their treatment of the subject was tinged with 
the same moral tone. The moralists noticed the evil of the unstable 
currency, and devised, like Professor Irving Fisher, some project to check 
the evil. As a result, the stabilized dollar was invented before Confucius* 
time, and it was approved of by him. The project not only consisted of 

^Takayanr-gi, Tariff System in China, p. £.
2Ibid., p . <9.
5Ibid., p .  8 .

*Ibid., pp. 6-It.
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the control of the value of money (Fisher) "but also that of the commodity.
It may he represented as follows:—
Honey side: When money was cheap, the government should coin dear money.

When money was dear and scarce, it should coin cheaper and 
and more money.'

Commodity side: When commodity was abundant, the government should buy 
and store up for the lean year.
When commodity was scarce and dear, it should lower the tax
on the scare and dear commodity, thus stablizing the value

2of the dollar indirectly.
The stabilized dollar vas devised with the main purpose of controlling
the prices of grains, the most important necessaries for subsistence.
The moral function of the money was followed by its moral shape. Here

Confucius was disappointed, because he was compelled by circumstances not
3to adopt the best shaped money of Kiong Tai ILungga sage-statesman of 

Chow. 7/e will here briefly give some space to the different kinds of 
money used by the time of Confucius. When the lack of authority on the 
part of the central government over the contending feudal princes and 
their kingdoms, broke the uniformity in currency as v/ell as in laws, rites, 
and social and economic systems in the different states in China. An 
-investigation by Professor Liang discloses the fact that the currencies 
generally used, not to mention the numerous articles used as exchange media*

1 General Research. Bk. III.
2Ibid-, Ch. VIII. 
m. P. Wie, The Currency Problem in China, pp. tt, T2.
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by that time were as follows:—  {;) the shell,'(2) the turtle shell
<H TLwhich was more valuable than the ordinary shells, (3) the leather, {4}

grains and cotton goods,4(5) animals,”*(6) implements,b(7) pearls and 
7jades. Of all these the implement should be considered to some extent 

in detail, from v/hich the widely used implement money was developed. Vast 
amounts of implement money have been unearthed. The different kinds of 
implement money are shown as follows:—

'iLi ang, An Inquiry into the Currencies in Ancient China, pp. 2 ff. 
-Ibid., pp. 10 ff.
?Ibid., pp . 1 ! ,  12.

4Ibid.. pp. 12 ff.
i d . ,  pp . 18, 19.

6Ibid., pp. 15 ff.
7Ibid.. pp. 21 ff.
CCatalogue of Chinese Coins, pp. 4-17; Liang, on. cit. . p. 20; Wei,

on. cit.. pp. 13 ff.
9Ibid.. pp. 30-2t2; Wei, on. cit., p. 13.
'^Ibid., pp. 2!3-,298: Liang, on. cit., p. 15; Wei, on. cit.. p. 14.



www.manaraa.com

The most convenient round money is the one coined according to the 
specifications given "by the central government and designed by Kiang 
Tai Ktuig, who was highly respected by Y/en "ong and Chow Kung. It looks 
like an American quarter with a hole in it for the sake of convenience.
Y/e may put many of them on a string as we string the pearls of a necklace.
But why is the hole square instead of round like that in the pearls 

of a necklace? Here again, the Confucian force of virtue predominates. 
Money, being used in the cursed exchange, is an immoral product, at 
least not a virtuous product. It is therefore not square but round, for 
roundness in Chinese means changeable, flexible, irresponsible, out
wardly polite, but not sincere —  all these are the characteristics of 
a merchant. While money is used for such immoral purposes, the central 
pillsr must, however, be the virtue of squareness.* Confucius naturally 
liked the round money, but his native state Lu, being rebellious against 
the central government, was not favorable to it.
In conclusion, we may look back to agriculture and industry where 

moral interference is less prominent, for the character and nature of 
them are not so much liable to violate the requirements of virtue. In 
exchange the moral interference becomes more necessary. When we come 
to distribution and consumption, we are more rigidly held responsible 
to virtue.
The great importance of virtue, though it is made eminent by Confucian

ism, is really also emphasized in our science of economics, though not so 
lThe" square hole is a warning against the round and irresponsible 

character of the merchant and the banker.
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emphatically pointed out, especially in the field of production. No 
doubt, the prohibition of the liquor traffic and the failure to tax salt 
in the United States are motivated by virtue rather than economy and 
efficiency. Although virtue is less emphasized than efficiency in produc
tion in the Occidental nations, the socialist as well as the modern eco
nomist would unanimously like to put the viruous socialistic projects into 
practice, provided the same degree of efficiency in production can be 
maintained. Efficiency in Confucianism as well as Taoism —  with the 
exception of Mohism —  is, however, not so emphasized.
Distribution. —  From production to distribution, the importance of 

efficiency gives way to that of justice in the socialistic economics, or 
that of nature to that of nan as J. S. Mill believes. Different as the 
different theories are, it is certain that in distribution the moral force 
is playing an important rSle, whereas in production efficiency is in its 
way. If Virtue raises her voice, Production would say: "If I am efficient 
the public will be benefited with the increased distributive shares. So 
leave me alone to do what I want." Now in case the distributive shares 
are not benefited at all, while thefincreased efficiency in production 
reaps the rich reward for the controllers of the productive means, the 
Moral Force would not keep quiet any longer; and the socialist would be 
the first to raise his voice. Even Smith would do something in case 
private and public interests could not harmonize. The Mohist would say, 
"“This might not have happened, had reason taken the place of self-interest 
The Taoist thinks that, as soon as efficiency plays its rOle, the root of 
social calamity is already too deep to be dug out. We should not even
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think of efficiency. The Confucian would not object to efficient produc
tion in case it is in harmony with virtue. The inequality in distribution 
is rather due to that kind of efficient production where virtue is absent. 
To emphasize virtue even in production as the Confucians do is to take one 
of the measures as a precaution against the evil result in distribution.
For instance, the drastic measures against the large producer and merchant 
and the encouragement of agriculture on a small scale for the small farmer 
are projects devised to enable the people to be sure of their distributive 
shares rather than to run the risk for richer rewards from efficient pro
duction on*large scale. Since precaution in production, where human effort 
is less effective, is not a pure way to prevent the inequality in distri
bution and the motive of self-interest, the Confucian guards, with greater 
carefulness, the sacred virtue in distribution where the inequality may 
be melted away by the force of virtuous laws.

Objection to the Productivity Theory. —  The productivity theory that 
what one produces one gets is not approved by Confucius, though welcomed 
by Taoism: for the sacred duty of virtue calls for not only "Self-develop
ment’* but also accomplishing other men."’* In its negative significance; 
i.e., one must not get more than one produces provided that one is already 
able to live on one’s income comfortably, the theory can be accepted by 
him, for greediness and discontentment are condemned by Confucius. One
of the superior man's duties is to help the poor,„incompetent, and the 

2distressed. He should also preach against the productivity theory to the
^Confucius, Hie Doctrine_of the Mean, p. 282; cf. supra, pp. 122 ff.
2Confucian Analects, p. 4.2. Four duties of the superior man are recom-
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pov;erful and the rich to be modest, generous, and benevolent. "The superior 
man helps the distressed and adds not to the wealth of the rich.'*

The cause that prompts the Confucian to help the poor and detest the rich 
is also rather ethical than economic. Riches and insolence as well os 
poverty and cringing are as inseparable as water and paste. The rich would 
violate the law of virtue because they are too insolent to obey; whereas 
the poor, being compelled by hunger and misery, would have no consideration 
for self-respect, thus losing virtue by fawning upon the rich or by be
coming the easy victims of favor until their character is totally wrecked 
in the 3ea of misfortune where the life boat or salvation message could 
never reach.* The former, the rich and powerful, can be best represented 
by the warring feudal princes who would not even listen to the Son of God,
the Emperor. The latter, the poor, are represented by the sterile class

2that we have mentioned in connection with the topic of production. Unless 
the superior man takes the step to prevent the rich from growing richer and 
the poor poorer, society will be hopelessly divided between aristocracy 
and slavery as the case is among the ancient Greeks. As soon as the 
the aristocrat* may leave all the drudgery to the slave* they, being 
idle and free from economic v/orry and physical suffering, would plunge 
themselves into luxury, symposium, as well as science, rhetoric, refine
ment, culture, and fine arts, which "V/ere planted like exquisite exotic 
mended by ConfucTus: (l) humility, (2) respect of the superior, be
nevolence to the people, (4) righteousness in the employment of the people.

* Liang, Essay on Kwaen Tse, p. £7.
2Supra, p. 1 2 8.
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flov;ers, upon the black, rank soil of slavery."'* Upon the economic foun
dation of the slave labor was built the Greek memorial of beautiful 
imagination expressed in philosophy, literature, arts, and military
supremacy. As a result, the economic and social problems, being more

2concerned with the slave, were neglected. Thanks to Confucius* preach
ing of virtue, consideration for the poor, and warning against the rich, 
slavery on such a large scale or in its Western sense has never been in 
existence in China, although customs and traditions still justify the 
immoral prrctice of selling little girls, scarcely ever boys, to the rich 
to become personal attendants or house maids. With the absence of the 
extreme rich and the extreme poor in China, especially before the modern 
period, social and economic problems were therefore concerned with all
the people. By the time of Mencius (372 —  288 B.C.) almost every type

3of economic theory and policy was outlined. The Chinese economics, un
like the neglected slave economics in Greece, was a national problem of

4the people, by the people< and for the people. The people were carefully 
guarded against being exploited or exploiting, against degradating

■#themselves from the poor to slavery by the help of virtue, or climbing 
from the rich to the richer aristocracy by the check of virtue as well 
as by some other measures proposed by the economists outside of the 
Confucian School for the same purpose of preventing the unequal distri-

1 Meyers, The Eastern Hations and Greece, p. 347.
oLiang, kistory of Chinese Thought in Ancient Times, pp. %  ff.
^Ibid.,  p .  54.
4Liang, Essay on Kwaen Tse, p. 75.
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brution.
The Importance of Need. —  The Confucian theory of distribution, that, 

if one's income is not sufficient for maintaining a respectable but 
modest living, it should be increased through some legitimate devices 
until it is sufficient, is harmonious v/ith the socialistic theory that 
distribution should be based on the individual need.* But practically, 
this is a difficult problem even the socialist has not yet solved satis
factorily. Can we make the rich, the nan without virtue, help the poor?
Or hov; can we make everybody get what he needs? Or granted, there is 
no obstacle in the way of the readjustment of distribution upon the 
basis of need, can the social dividend be sufficient for the purpose 
under the new system of distribution? To the last question Confucius 
would answer in the affirmative. He told us that we do not have to worry 
about poverty if we have an equal distribution, where no poverty could

pever exist. Confucius believej that the co-existence of equal distribu
tion and poverty as impossible. As to the first or second question where 
obstacles of private interest are still in the way of the readjustment of 
the distributive system, Confucius answers that, if the superior-man- 
ruler, like the philosopher-king in Mohism, is reigning, all obstacles 
and private interests will be melted harmoniously in his powerful virtue 
without it being necessary to shake the existing institutions.^ As a rule, 
he is not rebellious against the ancient institutions, although they may

*Chen, op. cit., p. 466.
^Liang, 0£. cit., p. 87.
2Confucian Analects, p. 9-
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be modified where virtue demands.
The Equalising Ttmction of Virtuous Institutions. —  Although no radi

cal attempt has been made by the Confucian, —  with the exception Of the 
self-styled Confucian A. 2. Wang, who is regarded as a heretic by the 
conservative Confucian, and of many modern Confucians as Kang Yew Wei,
Yeun Fa, and Dr. Chen, who, though comparatively more conservative, are, 
however, concious of the necessity of political, economic and social 
reforms in China — , yet the ancient institutions, though fundamentally 
not changed, have been modified and modified so as to make China a society 
where institutions are not against the principle of the distributive 
basis upon need; whereas in the Occidental society the institutions that 
encourage efficiency, productiveness, individual initiative, and ac
quisitive motive, are most firmly established. For instance, the Confu
cian code of the economic status of women (a woman is entitled to economic 
dependence on (1) her father, (2) her husband, and (3) her son) and of a 
father's duty to support the whole family, which in some, but not rare, 
cases, consists of twenty or more than one hundred members, would naturally
help to equalize the distribution of income but crush the individual

\initiative, and decrease efficiency to the utmost. Thus, according to 
Professor Liang's estimate in I9t6 when woman and child labor had long 
been in existence since the introduction of the Western factory system 
into China, those who were employed in productive occupations were less 
~~*D. K. Lieu, "The Social Transformation of China,”1 the Chinese Social 
and Political Eeview (Sept., 1917). He maintains that the economic unit 
in China is the family while the economic unit in the West is the individual*
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than half of the population.* Liang’s estimate is, however, very liberal.
He puts all the idlers and those who are employed in gainful occupations 
as preachers, soldiers, actors, and musicians as unproductiver in terms 
of his interpretation, all together at 210,000,000 persons. As con
sidered to be productive, there are 190,000,000 persons, of whom one third 
approximately earn less than they need and depend on the family to defray
the expenditure in excess of their earnings. A more conservative, and

2probably more accurate estimate was made by Chang. All the men, women, 
and children employed in modern industries are Jk, 000,000 in number, while 
those in the old type of productive occupations are approximately 180,000,
000. The present writer's experience would place it at a considerably
lower figure. For example, in his own family, an average Chinese family,
which consists of twelve numbers, only one man is engaged in a gainful
occupation. The family system is not the only institution in China that
fosters virtue and equalizes distribution. Broader in scope is what Con-

3fucius termed the "Five Relations"' which are graded according to the order 
of importance as follows: the relation of (1) the king and his officials,
(2) father and son, (3) elder and younger brothers, (4) husband and wife,
(5) friends. The purse must be placed at the disposal of those whose 
distributive shares are not sufficient for procuring a necessary subsist
ence. They should also be equally generous to their relatives. Even to

^Liang, The Hew Nation, p. 157*
2S. C. Chang, The Present Labor Conditions in China, an unpublished paper. 
^Cf. Y. Chow, "Confucius' Philosophy of Life," Kwang Hua Quarterly, Vol.

1, Ho. 3 {t9263. p. 35-
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a, stranger, provided he is virtuous, we ou^it to share concern of his 
need as that of our own. Ho matter who and what we are, we will surely 
be treated as outcasts, if we do not fulfill the demands of the Five 
Relations without any virtuous cause, which alone could justify the 
neglect of any duty required of us hy the Five Relations or the failure 
to observe the order of importance of the relations as listed above.
We may desert the king, reject his appointment, and refuse to help him 
with our service and purse in case a war is declared without moral justi
fication, or our sick and old parents need us at home to bring happiness 
end sunshine to their darkened declining years. We may also turn against 
the king or the father in case our brother, wife, friend, and even the 
virtuous stranger are grossly mistreated by them,, The father can not 
be justified to take our money for our wives' or sisters’ food for his 
own drink or tobacco. Mencius, though a disciple of Confucius but a 
greater lover than the master, adds to the Five Relations a new category 
of "Four Citizens,"*namely, the widower, the widow, the solitary, and 
the orphan —  all must be taken care of by the public if they are not 
within the category of the Five Relations. There are many institutions 
which resemble the family system and the Five Relations in character as 
far as they are concerned with distribution (equality) as well as pro
duction (inefficiency). Professor Remer has called our attention to these

2peculiar institutions in China that shape the distributive system in China.
*Cf. Y. Y. Tsu, op. cit.. pp. 43-91.
2Remer, Reading in Economics for China, p. 403; Cf. supra, p, £3.
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Ihe existence of such self-suppression institutions could never have 
been possible, had it not been for the supreme influence of the self- 
denial philosophy of virtue. If self-interest is planted by God in our 
nature, Confucianism is largely responsible for displacing it by self- 
denial in the Chinese mind.
We may probably mention a few more of these moral but economically 

disastrous institutions in relation to distribution. !Dxe inheritance 
system in China'is like a dead iron lav/ which entitles the owner of 
property no right to reward the deserved with a larger share of inherit
ance and to cut off the prodigal son from the will entirely. As a rule 
v/hen the properity is to be divided, it is divided equally among the 
sons; and the father can do nothing for his wife or his daughter, not to 
mention his friends. Every son can count on his share. Until the family 
is divided, the sons are generally idle; for, if they work, they work for 
the family, and if they are idle and enjoying, they v/ill get their shares 
in the future just the same. Another phase of the moral system is the 
discouragement of the student to enter business. Still laorse is the 
sacred command of Confucius that student may be underpaid, for their main 
purpose of life is the cultivation of virtue. The bachelors of arts are 
the most miserable creatures in the world. With the social status higher 
than that of the richest merchant, and an academic honor prouder than a 
million-dollar fortune, they could hardly keep a bare subsistence, depend
ing on the tuition from the students, which scarcely exceeds a half dollar
*Cf. K. T. Chi, "The Problem of Inheritance in China," The Tenth Year 

Anniversary (Shanghai: Cheking Students Club, Fuh Tan University, 1920).
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per year per student, although those unsuccessful candidates for the B.A. 
degree, not "being able to obtain the honor as a superior man, can afford 
to turn from being poor students to become prominent lawyers or business 
leaders. As soon as the superior man gets his appointment from the govern
ment , naturally, he, with the maximum freedom granted him to discharge his 
duties, will do his best to exact money from the people and put all of it 
into his own pocket1so that after his retirement, he can really live like
a superior man, always helping the incompetent and the distrissed. An

2even worse case can be mentioned* i.e., the encouragement of beggary.
While the sterile musicians, actors, imperial attendants, and their sons 
are barred from the academic honor, the beggar is, however, in a better 
position —  probably this is due to the moral command to show sympathy 
with the distressed. His son is allowed to enter the competitive ex
amination for a degree, while the son of the sterile class is barred from 
it. All the churches are open at the free disposal of the beggar. All 
the people are accustomed to give food and money willingly to him. The 
respectable poor men may suffer from hunger. But the beggar always has 
plenty to est. In the new year, every family, poor or rich, is required 
by tradition to make a large quantity of special delicacies for distribu
tion among the beggars who will just ask for them. To work for a living 
there, is hard, but to beg for it is really much easier there than in the 
Western world. Every home you see you may go to for food. Every church 
you see you may go to for shelter. Ihere is no question to ask, no man

tp. S. Reinsch, World Politics, p. 95. 
2Liang, The Hew Hat ion, p. 142.
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to look after, no official to "bother you. Are these surprising results 
not in harmony with the distributive system based on need? Are they 
not the results from virtue? Of course, they are. No bookkeeper is 
able to figure out what the influence of virtue has cost China just to 
make the meagre distributive shares more equal. But the price for moral 
victory is high. Hie European philosophers, such as Mandeville, Smith, 
Hutcll̂ on, and Kant, have pointed out to us —  unfortunately not to Con
fucius. Kant told us that if v;e gave the place of self-interest to virtue, 
a "life in complete harmony, contentment, and mutual love" would be the 
result. On the other hand, "thanks be then to nature for this unsocia
bleness, for this envious jealousy, and for this insatiable desire for 
possession and for power...in order that man may be impelled to a new 
exertion of his powers, and to the further development of his natural 
capacities,"'and to the achievement of the increased efficiency in pro
duction with the corresponding increase in distributive shares.
While the Confucian system of distribution is based on need and the 

institutions that would serve the purpose of this distributive system 
are most firmly established, Confucianism, however, is not in favor of 
the confiscation of any distributive shares. It justifies profits and 
especially interest. The Confucian theories of the distributive shares 
may be represented as follows:—
A. Bent: One-ninth of the yield based on the Tseng Tien System
and paid to the Emperor on the ground that the gift of Heaven should 
%. Durant, The Story of Philosophy, pp. 307, }08. Quoted from Kant, 

Eternal Peace and Other Essays (Boston: 1914); cf. supra, pp. \0} ff.
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■ "belong to the Son of Heaven, the Emperor.
B. Wages: (t) To the laboring class, wages must not be underpaid; (2) 
to the superior man, it may be underpaid. But he should be paid.
C. Interest: The child of capital. The mother is justified in having 
her child.
D. Profits: (l) Warning against everybody taking profits with the ex
ception of the merchant who may however take them; (2) the superior 
man, when profits come to him, can not be justified"remaining silent.
He must reject them.
The point of special interest in the Confucian theory of distribution 

is the justification of interest and the strong opposition to profits, 
while the view as to the reward for superior man's service is already 
confirmed, for instance, in the United States, where school teachers are 
paid less than lawyers and bricklayers. Labor is not exploited by capital 
but by the enormous profits seized by the capitalist. When labor is under
paid, capital will not be benefited by the exploitation; for the value of 
the exploited labor will not enrich or increase the interest of capital 
but go to the enterpriser or capitalist or the merchant in the Confucian 
terminology. The fact that a millionaire may become a multi-millionaire 
in a few years is not due to the accumulation and multiplication of the 
interest from the capital deposited in the bank but due to the exploita
tion, promotion, and speculation. The capital which rapidly multiplies 
itself through the realization of the enormous profits resulting from 
these processes, according to the Confucian, is only the medium for ex
ploiting labor and making profits. The productive function of capital is
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lost in the immoral use of it as an acquisitive medium. In the most 
civilized nations where the interest rate is becoming lower and lower 
the number of large fortunes are becoming more and more, the fact is 
undeniable that the interest of the investor's capital is exploited 
by these large fortune-makers either in the direct form of profits or 
in the masked forms of it, as common stocks, and almost all kinds of 
intangible assets.' Confucius would be satisfied to see that in his own 
country, capital is better rewarded and his people are not so busily 
engaged in seeking for profits. Nor would he be sorry that there is no 
able enterpriser, the profit-maker or labor-exploiter, in China. We 
are not mistaken in agreeing with Confucius that the rich merchants, or 
the industrial magnates and kings in the modern terminology, do not make 
their fortune as the men who furnish the capital but as the enterprisers 
who make profits or exploit labor by means of it.

In conclusion, we may briefly sum up the differences between Taoism 
and Confucianism on the theory of distribution. While Taoism is in 
favor of the productivity theory, Confucianism is against it, and inclined 
to the socialistic theory that distribution should be based on need rather 
than service. To Taoism, institutions are in the way of a more equal 
distribution; Confucianism, on the contrary, would borrow the influence 
of institutions to equalize distribution, provided the institutions in 
question will not encourage the motive of self-interest as the Occidental 
institutions do. Taoism, though against the existing institutions, is 
negative, trying not to abolish them, but going back to the ultimate cause 
"davenport, op. cit., pp. 519-528.
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of unequal distribution behind institutions and crushing it —  the motive 
of self-interest —  entirely as an approach to equal distribution. Con
fucianism is positive. It would fight against the institutions objection
able to the Confucian ideal, and uphold the institutions handed down from 
ancient sages. Although they may be modified to harmonize with the change 
of social conditions or the demand of the arising situations, they should 
not be fundamentally changed. Besides the influence of these institutions, 
virtue must take the place of the economic motive of self-interest to 
watch that everybody, rich or poor, productive or unproductive, should be 
given a distributive share sufficient for subsistence. While Laotse’s aim 
is the absolute equality in distribution, that of Confucius is merely a 
sufficient share for subsistence for those who are not able to get it 
without help. Though he is not so friendly to the rich as to the poor, 
he assumes no socialistic tone to confiscate the property of the rich for 
the sake of the poor. Laotse’s hope for equal distribution is motivated by 
the conception of the importance of Tao, that of Confucius by that of 
virtue.
Consumption. —  Consumption, as we have seen, is more emphasized in 

China than in the West by the economists of the Taoistic and the Confucian 
school from different viewpoints. The Taoist strives to decrease con
sumption on the ground that the material consumption would endanger the 
mental and spiritual vitality and divert the mind from the Tao. Confu
cianism, on the other hand, maintains that, while the Taoistic doctrine 
of consumption is by no means practicable, certain measures must be taken 
to put consumption upon the moral basis which condemns luxury not as an
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economic evil but as a sin against virtue, and advocates that everybody 
has a right to the means of subsistence regardless whether or not he can 
earn it.
This advocacy, like the first Solidarist thesis,* forms the pillar of 

all the Confucian theories on consumption. All the attacks on luxury, 
all the eulogies for economy, and all the state interventions and super
visions of consumption must, according to Confucianism, he based on the 
central principle of virtue. It is for the sake of being virtuous that 
luxury should be given up for economy. The contribution from those who 
live in luxury to those who are in need should rather be prompted by
virtue than be forced by legislation, just "as an act of liberality arising

2out of goodness of heart...of the rich good man." Luxury must pay its 
moral debt where subsistence demands it.

The Attack on Luxury. —  With such a moral basis of consumption, we 
may surely expect that the Confucian will attack luxury to the utmost 
and at the same time will point out the moral danger of underconsumption. 
Confucius left the king when he found that the latter forgot to discharge 
his duties on account of his indulgence in pleasure. While he recognized 
Kwaen Tse as one of the greatest statesmen, he was not hesitant about 
criticising his luxury, although Kwaen Tse was considered to be modest 
and economical.^ On the other hand, he was never tired of saying, "Admi
rable indeed was the virtue of Wie! With a single bamboo dish of rice, 

JGide and Hist, on. cit.. p. 599-
2Ibid.,  p .  596.
■»Confucian Analects, p. 26.
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a single gourd, dish of drink, and living in his mean narrow lane...he
did not allow his joy to he affected hy it."* "He, who aims to he a man
of complete virtue, in his food does not seek to gratify his appetite,

2nor in his dwelling-place does he seek the appliances of ease.’*' "A
scholar, whose mind is set on truth, and who is ashamed of had clothes

3and had food, is not fit to he discoursed with. Confucius himself is
4always satisfied "with coarse rice to eat, with water to drink."1 Even 

in the ceremony, in the sacrifice and entertainment of guests where luxu
ry is allowed, economy is preferred. Economy in Confucianism is a virtue, 
while luxury is an enemy of virtue and ought to he discouraged.

The Necessity of Subsistence or a Comfortable Living. —  Although. 
Confucianism is against luxury, it, unlike Taoism, recognizes the social 
evils inherent in underconsumption and is not against the elevation of 
the standard of living, where moral elevation can he accomplished with-, u 
physical emancipation from suffering, hardship, and worry for food and 
shelter.^ Bobbery and theft are the results from despairing to make a 
legitimate living, because it is too hard to make. "No man would care 
' 5 Ibid. , p. 52. ~
2Ibid.. np. 7 ff.
?Ibid., p. J2.
AIbid., p. 64.
?Ihid.. pp. 19, 81.
D. K. Lieu, "The Industrial Transformation of China," the Chinese 

Social and Political Science Beview, Vol. I, No. 4 (Peking, 1916), 

p. 67-
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tp know the difference "between pride and disgrace unless he has his 
decent clothes and food.’* Even the superior man mast "be paid so that 
he can have "coarse rice" to eat. The close relation "between the mainte
nance of the physical body and the maintenance of virtue is undeniable,* 
being true in China as well as in the rest of the world. In Europe and 
America, as Liang believes, there are the most evident proofs in support 
of the Confucian thoory. "The German, the English, tod the American, 
whose standard of living is not surpassed by any other people in the 
world, are credited with maintaining the highest moral standard. The 
Spaniard and the Portuguese, who were brave, active, upright, and digni
fied a few centuries ago, are now just what they were not, having degener
ated with the progress of poverty, where the question of living takes 
precedence of that of moral elevation."^ The economic and moral relation 
can be further illustrated from a vast number of worthy examples in the 
history of the v,restern world as well as that of the Eastern. Eor instance, 
during the French Revolution, almost all the unfortunate nobles lost 
their heads without losing the virtue of celf-respect, largely because 
the comfortable living during the past had given them the leisure for 
the cultivation of high ideals. If Confucianism aims not at the public 
welfare, it must be for the sake of virtue that it will welcome the ele- 

%hile the relation between body and mind is generally recognized, 
those philosophical opponents to dualists maintain that the functions 
of body and mind can not affect each other. Cf. 0. K&ple, Introduction
to Philosophy, p. 135- 
2Liang, The Mew Nation, p. 211.
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Vat ion of the standard of living, provided that the leisure thus gained 
will "be spent in moral lessons rather than in the insatiable pursuit of 
a personal whim that skips beyond the bound of virtue.
The Institutional Control of Consumption. —  As in distribution where 

virtue is to be supplemented by institutions to accomplish the purpose 
of securing for everybody a distributive share sufficient for his need, 
institutions as well as virtue are certainly more needed to help virtue 
to dispose of the distributive share in consumption in case economic 
progress in society has increased the distributive share to the size of 
a princely income which requires something more than mere common sense 
to spend for some worthy purpose that will be justified by its own result 
in "self-development and accomplishing others." The institutions 
favored and cherished by Confucianism as the moral guards besides virtue 
against the disorder and irregularity in consumption must be those which 
(1) will prevent the responsible party, as the father of a family, from 
spending all the income on himself, —  the institutions against luxury 
--, and (2) will promote culture and virtue.
The Repressive Control. ■—  The first question may be solved by the 

discouragement of the production of the immoral and luxurious consumption 
goods, such as prostitution, theatres, immoral literature and pictures, 
and fancy and expensive articles, which, according to Confucianism, are 
productive of immorality but not utility. Yfith such inducements, the 
responsible party, as the father of a family, is liable to spend his 
income in the theatre and drinking before it can reach the family, unless 
there are certain rigid measures besides the moral force of virtue to pre
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vent the dangerous step of luxury and license, into which men, though 
not the superior man, are liable to fall any moment. So we must he 
guarded by good institutions besides virtue against our falling victims 
of licentious consumption, violating the moral command of economy, and 
even giving rise to more unequal distribution. The increase of the con
sumption goods in modern society has accomplished much in what is warned 
against by our first question as well as in what is recommended by the 
second question v.hich immediately follows.
The Aesthetic and Ethical Control. — • Y/hen our income is more than 

sufficient for the physical well-being, it may be spent in "self-develop
ment” as well as in "accomplishing others"' (distribution). The road to

1
self-development is an education of the "Six Arts"': vis., (l) rules of 
propriety, (2) music, (3) shooting, (4) riding, (5) writing and penman
ship, and {6} mathematics. An explanation may probably be needed to 
answer the anxious inquirer why music and shooting are given the great 
honor entitling each of themla place in the Six Arts, while musicians 
and shooters are mercilessly attacked. The reason is simply this: while 
musicians and shooters are smile-sellers and man-killers playing the 
licentious tune, killing honest men, and both making out of the arts 
their immoral businesses, we employ them as higher consumption goods for

2self-development, being only productive of intellectual and moral utility. 
When Confucius was hunting, he would not shoot the distressed game nor 
would he kill the prey when it was sleeping in the night. In displaying

'Cf. Liang, History of Chinese Thought in Ancient Times. pp. 7<8-fi4.
2Confucian Analects, pp. 19, 21, 101.
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the skill, the competing shooters must how to each other "before and after 
the game. Confucius was also a patron of music,*by which he once saved 
his life. Being surrounded by the mob and threatened with death on 
account of the likeness of appearance between him and a traitor of the 
mob, whom they intended to kill, Confucius took out his musical instru
ments and played a tragic: ! song, which immediately melted away their 
rage like magic. When Tse Yew, one of his students, became the magis
trate of Wuzien and taught the people music, Confucius cried with joy, 
saying, "It Is not necessary to cut a chicken with the knife that will 
kill a cow!1* He meant that a small place like Y/uzien was not worthy of 
the high education in music. But even in aesthetics, we should not lose 
sight of moral importance. When Confucius heard anybody weeping, he 
would refrain from playing music during the day.
Another point of special interest to the Y.'estern reader is that 

painting, sculpture, and architecture are given no place in the Six Arts. 
Painting and sculpture we re superseded by writing and character- 
chiselling which represent the highest arts of painting and sculpture 
and which are often mastered by none but the student. No matter how 
poor or rich, noble or humble one î , it is always considered a good taste 
to decorate the interior and exterior of the house, to use them as 
wedding or funeral presents, or as media in the promotion of advertising 
campaign, or to endow a learning institution with the writing-ol chiselled 
characters of such writings by a great scholar that can not be measured 
in terms of any prices. To supply the big demand for the writings, there
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com© to exist a number of commercial penmen whose writing may be obtained
at prices ranging from one dollar per hundred words to one dollar per
one letter. But it is never a good taste and never highly appreciated
to use commercial writing.*
Besides the "Six Arts" (^intellectual), the "Four . ifciplines"" (moral and

intellectual) must be observed in developing oneself. They are benevolence,
2righteousness, propriety, knowledge (Mencius). A fifth one is added by

3Han Yu, namely, truthfulness.
We may sum up the Confucian theory of the control of consumption as 

follows: (1) by the influence of virtue, (2) by the help from the insti
tutions that (a) will check the production of the luxurious consumption

pL̂ uJ.,
goods, and (b) will affect the^intellectual,and moral advancement.
The Place of Consumption in the Confucian Economics. —  In the Con

fucian as well as in the Taoistic economics, consumption takes the place 
where production is in the Western economics. Economists in the West 
always try to find the remedy for the evils of distribution and con
sumption in production; while those in the East, that in consumption.
In Confucianism, the question of distribution is controllable by the 
elasticity of consumption; in Socialism, by the control of the means of

1 "'China, the Home of the Fan (Illustrated)."' the Chinese Economic
Monthly, Vol. II, Ho. I (Oct., 1^24), p. 4. Attention maybe called 
to ex-President Y. H. Li’s writing presented to Columbia University
in appreciation of its service rendered to Chinese students.
2Infra, p-i89»
5I n f r a ,  p . 194.
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production; in Hedonism, by the marginal productivity of the productive 
factors; and in Taoism, also by the control of consumption. VJhen 
consumption is reduced to nil or a little above it, the question of 
production and distribution will automatically disappear, for everybody 
can produce much more than the economical Taoistic appetite needs. 
Confucianism also emphasizes economy in consumption and discourages 
luxury so that we are guarded against spending all the distributive 
shares on ourselves. The Eastern economics, as a rule, gives little 
consideration to production which is so emphasized in the Western 
economics. The improvement in the production methods and implements 
gave rise to the Industrial Eevolution which, in turn, changed the 
total structures of the social and economic system in the West. On 
the contrary, if there are any changes of the social and economic system 
in China, such changes are due to the demand of consumption, not that 
of production. "The main factor in the industrial revolution in the 
West has been the change in the methods of production, while in China 
the conspicuous feature of the revolution is the change in the nature

tof consumption." The production of any new commodity never takes place
until there is a growing need for it. The first railway built in China

2by the foreigners was bought by the government and destroyed. While 
"paper money has been in use in China longer than in any other country 
in the world the government would only resort to the step of issuing 
the paper currency when the treasury was emptjr and discontinue it when

*Chin Chu, The Tariff Problem in China, p. 132.
2Chang, op._cit.



www.manaraa.com

166

the treasury v/as replenished.1 There were labor-saving machines invented 
by the Chinese; but they passed into oblivion, because the people were 
hesitant to accept anything new to them. In short, all changes in the 
system of production take place when the demand of consumption makes such 
changes necessary.
Let us take a more concrete example to illustrate the Western and 

Eastern differences in the importance of consumption and production.
Let us consider the question of emigration. The Europeans have emigrated 
to all ports of the world; mainly because they want to be more productive 
in the new land although there are certain exceptions; such as, the early 
Quakers in the United States, or the English criminals sent to Australia. 
China is twice as large as China Proper where almost all the people live. 
Regardless of the operation of the law of diminishing returns and the 
high price of land in China Proper, we do not like to move, because we 
can still keep mouth and hands together there through hardship, leaving 
behind the opportunity in Mongolia, Manchuria, Sinkiang, etc.,where land 
is almost free, to others. Even before the exclusion law was enforced 
in the United States the Chinese, who came here for gold, were almost 
without food and clothes in China. Those who are able to procure a sub
sistence at home would scarcely think of making their labor more pro
ductive in a distant land. Of course, the causes that foster the love
~Ta . W. Perrin, Chinese Currency and Finance, pp. 15, t®.

2E. L. Tseu was credited, according to the History of Three Kingdoms, 
as the inventor of "wooden automobile." But no authentic record of its 
design and construction has been kept. Although the '•Bead Arithmetic"
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of home lie in the peculiar institutions and social relations of the 
people. But the influence of the economic system that gives consumption 
the foremost place must have modified the mode of thought with the 
question: Is it necessary or moral to make oneself more productive 
through emigration, discovery, and invention, when one can make a hare 
living with which one is taught hy sages to he satisfied? On the other 
hand, the Westerner always keeps in mind a different question: Is it 
necessary or moral to make oneself more productive throu^i emigration, 
discovery, and invention, when one can make a hare living with which 
one is taught hy economists not to he satisfied? When a person is satis
fied with -a hare subsistence, he does not have to go further. YJhen he 
is not satisfied he must go further to find the key to the solution in 
production, where lie the unlimited possibilities giving him what he 
seeks and inducing him to sweeter dreams which will also he answered in 
the course of economic progress. Until he is conqaletely satisfied, eco
nomic progress will not stop; and the mode of consumption will always 
follow the change of the mode in production, whereas in China the course 
is just the reverse.
The Influence of Confucianism —  Consumption Goods vs. Production Goods. 

—  With the paramount importance of consumption in Confucianism as well 
as in Taoism, consumption goods are more to he desired than production 
goods. Since we are inclined to solve economic problems hy the control 
of consumption rather than that of production, we must he ready with a 
is used throughout China, yet the originator of the method and inventor of 
the frame has not been known. Cf. Me-Hai Tin, Bead Arithmetic, p. t.
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large store of consumption goods in order to keep ourselves from being
endangered by the economic calamities which might happen any time'under
such conditions where production is almost entirely left to the mercy of

2Providence. It is therefore the duty of the government as well as of 
the people to save food, r; in-coats,. rubber-shoes, and umbrellas for the 
rainy day. China is distinguished from the West by the different methods
employed to dispose of her production and consumption goods. There are

3numerous government ware-houses as well as those in the well-to-do Chinese 
homes where grains are stored up ag?inst any unexpected emergency. In 
the West such a foolish step is more to be avoided than to be taken, for 
it will be more beneficial and logical to invest what one saves for further 
production in stead of laying idle in the store house. Even Jesus Christ 
would throw out the Chinese into the land of misery and darkness, when he 
finds out that we hoard the thousand dollars in the ground, being too 
lazy and too timid to put the money in the bank where interest will be 
paid. To Confucius, however, we are not to blame, because to save or, 
more correctly to say, to hoard up the fruit from the motive of economy 
to insure our subsistence, which is only next to virtue in importance, is

iHo, op. cit., Vol. I, pp. J1-45.
2Y. S. Sun, Principles of National Economy, p. 65. In discussing the 

problem of "the distribution of food supply,'* Dr. Sun says that "the export 
of the surplus food stuff for sale in foreign countries should only be 
allowed until after we have stored up three years' supply of food for all 
the people."' He, however, would justify the export on ethical ground,
^Ho, op. cit., pp. 34-42.



www.manaraa.com

169

commended, by sages and superior men.
Even among the capitalists in China, their property largely consists 

of the stored-up consumption goods. The reason is clear. Production 
is largely confined to the field of necessaries for subsistence, while 
that of luxuries —  hardly luxuries in the We stern sense —  is dis
couraged, The country is in the stage of agriculture and domestic in
dustry. There is only a limited field for the large amount of invest
ment. Even the dollars which are hoarded in the ground become con
sumption goods, from which there may only derive the same psychological 
income of pleasure or utility as is derived from gold or silver ornaments. 
Professor Eemer has called attention to the fact that China is rich in 
natural resources and consumption goods which can be turned into capital. 
He makes a comparison between a rich Chinese and an American industrial 
magnate noted as a great collector of consumption goods in the field of 
arts as follows:'

"Ho Shen was the ov.ner of a vast collection of consumer's goods of 
great gorgeousness and splendor. Mr. Carnegie owned but few such goods 
though he is reputed to have been a lover of art. Mr, Carnegie owned 
producer's goods. The contrast is important for the student of eco
nomics in China."
The stored-up policy can not even be entirely changed where the field 
1 Eemer, op. cit., p. 207; cf. ibid., pp. 223-235. For an account of 

the wealth of Ho Shen, cf. Backhouse and Bland, Annals and Memoirs of 
•Hie; Court of Peking {London: William Heinmann, 19t3)» Ch. XIV where they 
describe how Ho Shen spent almost all his fortune in consumption goods.
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of investment is open for capital. For instance, in Shanghai there are 
many reputahle investment and hanking houses, as the International Bank
ing Corporation, a constituent member of the National City Bank of New 
York^and the Equitable Eastern Banking Corporation, a branch of the

pEquitable Trust Co. of New York. It is needless to add a long list of
hanking or investment houses of international reputation in China. They

3command "absolute confidence'” in the mind of every Chinese. But strange
is the case that most Chinese are wasting their capital as consumption
goods, thinking little of investing it for productive purposes. We
may i. fustrate the fact with the real estate situation in Shanghai. By
15>19, land located at the business center in Shanghai was sold at 187,
500 pounds per acre, while a property at Hatton Garden in London sold
approximately at 64,080 pounds per acre "was described in the Estates

4Gazette as excellent." One of the two important causes of the high value 
is "the disinclination of the average Chinese owner to part with his 
property,"’ preferring the pleasure of being its owner to the handsome 
income derived if it is sold or used for productive purposes. He would 
rather build a house in his valuable estate, renting it, when necessary, 
at not more than the interest for the value of the land alone.
It. e. Lee, Currency. Banking, and Finance in ChinaTp. 94.
2Ibid., p. 96.
^Y. S. Sun. Lectures on Nationalism, p. 23.
^"Some Notes on the Local Property Market,*” British Chamber of Commerce

Journal (July, \9\9), p. 74.
3Ibid.; Eemer, or>. cit.. p. 433.
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The fundamental and general cause, however, lies in the conservative 
character of the people fostered under the influence of the Confucian 
teachings on reverence for ancestors and mcient sages.* In addition, 
the historical value of the family lot, where beautiful romances or 
valiant acts of our great grand fathers and mothers took place, has made 
it dearer than money can buy. No doubt, the filial and virtuous owners 
would rather leave it as a consumption good, laying it wasted from the 
standpoint of production, but enjoying a luxuriant psychological income 
of incomparable satisfaction from just owning without using it.
Here the antagonistic schools of Taoism and Confucianism seem to be 

reconciled, although Confucianism never goes to the extreme where Taoism 
is —  that we can live on a psychological income without material con
sumption at all.
Let us put Confucius’ moral theory of consumption in a few words.

When consumption is controlled by the virtuous and institutional forces, 
in order to adjust itself to production and to help equalize distri
bution, it is raised to the high place where production is in the 
Western economics, on account of the heavy responsibility it shares in 
the Confucian economics. As a result, consumption goods must be stored 
up as much as possible in order to answer the emergency call upon their 
responsibility by certain unexpected economic calamities, as, famine, 
flood, or unemployment. With the consumption goods stored up, production 
goods are kept down to their minimum —  one of the main causes of the 
lack of capital in China. Still further, the high importance of virtue

S. peinsch, Y/orld Politics, p. fO.
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and economy in consumption has turned some productive goods unproductive, 
although it is claimed that they are productive of moral utility. The 
Confucian "basis of economics is therefore rather utility1than value.
Mencius. —  Mencius, a contemporary of Plato, is known to have lived 

between 372-285 B.C. Like Confucius end Laotse, Mencius and Chwang Tse 
were the Northern and Southern leaders succeeding the founders of Con
fucianism and Taoism and declaring a new war against each other that was

2more desperately fought by the young brave disciples than by the masters.
Had Confucius lived to see the great Mencius, who was not unworthy of

the place and the task which Wie had left behind, Confucius’ broken heart
might have been mended. As we have seen, the transmitter of the master
was Tseng Tse, whose stupidity was only equalled by his supreme virtue
which qualified him for the great task. The transmitter of Tseng Tse
was Tse Sze, the worthy son of Confucius’ unworthy son and compiler of
the Doctrine of the Mean, which was given to the great transmitter Mencius.^
No doubt, Mencius' mode of thought, though fundamentally Confucian, was

'Utility is the basis of both the Confucian and the Taoistic economics.
But utility in its Confucian sense is different from that in its Taoistic
sense. To the Confucian, utility means the satisfaction derived from
using consumption goods according to the moral standard of Confucian ethics.
To the Taoist, however, utility means any kind of satisfaction derived
from the using of the minimum amount (or if it were possible, no effort
and goods) of effort and consumption goods.

2Allen, op. cit.. p. !t6.
^Confucian Analects, p. 246.
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greatly modified by the influence of the Doctrine of the Mean.
The Doctrine of the Mean. —  The Doctrine consists in two principles:* 

first, the principle of objectivity "being without inclination to either 
side"; second, the principle of substantiality "admitting of no change.”1 
The first is distinguished by the attribute of universality, while the 
second, by that of permanency.
Democracy vs. Virtue. —  While the importance of virtue is by no means 

ignored by Mencius, the spirit of democracy, so vividly displayed in his 
writings, eventually distinguishes him from Confucius. To Confucius 
virtue took precedence of everything; to Mencius it was the people who 
should be first considered, as the first principle of the Doctrine of the 
Mean prescribes. Confucius' ideal superior-man-ruler, who is allowed 
to do everything with maximum freedom and to keep the people in ignorance 
in order that he can quietly follow the path of virtue in discharging' 
his duties, is not approved of by Mencius, who, on the contrary, would 
give full support to the President of the United States and be delighted 
by the eloquent speeches and debates in Congress. He anticipated a govern
ment of the people, for the people, and by the people. When he was asked
if the criminal should be killed or not, after the virtuous emperor, upon
careful investigation and deliberative consideration free from bad motive, 
prejudice, or injustice, reached the conclusion that the criminal deserved 
his death, he immediately answered, "No." Then "'should he be killed when
all the officials declare that he deserves his death?”1 “So, not yet,"’

OMencius, The Works of Mencius, p. 233. “Heaven sees according as my
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answered he. "Only when the investigation made after he is sentenced by 
the people to die confirms the vtrdiet, that he may be killed,** was his 
last answer.' In another place, he told us that in a society the people 
are the first, the territory the second, and the king the last in their 
order of importance. This will sufficiently illustrate the fact that, 
from Confucius to Mencius, the central principle of their philosophy 
was turned grom personal virtue to the public welfare and from despotism 
to democracy.
Mencius* Welfare Economics vs. Confucius* Moral Economics. —  Welfare,

when it is in harmony with virtue, is welcome by Confucius; to Mencius
2it is always in harmony with virtue, each being inseparable from the 

other like personal and public interests in the opinion of Smith and 
Mandeville. 7/e are, therefore, relieved from the heavy burden of virtue. 
If the old question concerning the order of importance among "'food, the 
army, and virtue**' is given to Mencius for an answer, he would surely 
emphasize virtue; but he would, unlike Confucius, also say, "bet us have 
food first, so that we will be enabled to learn the lesson of virtue 
before we die."*? Once he was asked that if the judge’s father committed the 
crime of manslaughter, what should the judge do. Always keeping in mind 
the importance of virtue as well as that of other's welfare, he concluded 
that the best way for the judge*was to run away with his father to the 
people see; Heaven hears according as my people hear."1

*Mencius, p. 42.
2Infra, p. 222.
x'Mencius, pp. 24, 25.
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end of the world where the force of the lawCoedlnever reach, thus vio
lating neither the lav/ of the state nor that of virtue. This is only 
the v/elfare of the father. When the public welfare demands, even the 
Son of Heaven may be overthrown to make room for the superior-man-ruler, 
whose sacred duty is the consideration of the people’s welfare.*
With such a preponderant regard to the public v/elfare on the one hand, 

and his inalienable loyalty to the Confucian canon of virtue on the other, 
Mencius, in order to bring about a conciliation between them, is compelled 
to reshape the meaning of virtue and that of the duties of superior men.
The preeminent attributes of virtue as well as the duties of a superior

2man are, according to Mencius, as follows: (t) benevolence, (2) righteous
ness, (}) propriety, and (4) knowledge. He contrasts benevolence with 
private interest which he calls "profit.*^ Benevolence means for him, the 
welfare of the people or the public interest, which is the first duty of 
a superior man. The subjective Confucian virtue is hereby objectified 
according to the first principle from the Doctrine of the Mean. The mere 
moral joy must be supplemented by the social well-being derived from the 
economic foundation of abundant wealth, where the rigorous rules of economy 
are substituted by the new policy of tolerance, provided we will not go 
to excess, indulging ourselves in the personal whim and forgetting the 
welfare of others. The doctrine of Mencius has been therefore compared 
to a mother’s kind heart tolerating the children to take, besides the

^Mencius, p. J4J.
2t v { j
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regular meal of virtue, cake and. candy to which the stern Confucian father
would object, not because he loves them less, but because their appetite
for virtue will be spoiled.* As a consequence, the superior man or ruler,
like the mother, is permitted to go astray without being punished by the
lav; of virtue, in case he will promote the people's welfare. He v/ould even
justify indulgence in money-making and in woman in case the people are

2"able to gratify the same feeling.”
Having laid down the ccrner-stone upon which is to be built an edifice 

of welfare economics, he is going to outline the constructive program which 
we will examine. The materials vjhich he uses for the promotion of welfare 
are, unlike the abstract utility which is used by Taoism almost entirely 
and by Confucius to a large extent, concrete objects that satisfy our wants 
readily. The following are his reform projects: (l) protection and conser
vation of productive forces, {2) distributive justice, and (3) universal- 
ism or the ideal state.
Protection of Productive Forces. —  The question whether the public 

v/elfare may be best effected by leaving the control of production to the 
private hand where a richer and more beneficial harvest may result from 
efficiency or not, hss been for centuries in dispute; but the solution ever 
found by the modern economists as well as by Mencius, is to take the middle 
course between Naturalism and Socialism. Mencius recognizes the efficiency 
of production without intervention. But he is not blind to the waste of 

1 Cf. Hwa Lih, "The Economic Thought of Confucius and Mencius," Nanyang 
q̂ xarterl.v Vol. I, No. J (July, 1^26), ^64.
^Mencius, p. 40.
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production where intervention is not present, as, for instance, the devas
tation of forests and the idle farms. While Halthus proposes the checks 
to the increase cf population on account of the slower growth of the the 
means of subsistence, Mencius, like President Van Hise, takes up what 
Maithus has net solved, proposing the checks to the increase of waste in 
production as an efficient way to promote the people’s welfare. Yihen 
wastes in productive forces are checked by the government, the people are 
no longer to be interfered with in their productive occupations. The 
protection extends from natural resources to labor and capital. The in
crease of the productive pov/er of the productive factors will result in 
the increase of the public welfare.
The protection of the productive power of natural resources must be 

extended to {t) farms, (2) fisheries, and (3) forests.1 On the protection 
of the productive power of farms, he says, "'If the seasons of husbandry 
be not interfered with, the grain will be more than can be eaten (following 
Confucius’ theory); on that of fisheries, "If close nets are not allowed 
to enter the pools and ponds, the fishes and turtles v/ill be more than 
can be consumed; on that of forests, ”*If the axes and bills enter the hills 
and forests only at the proper time, the wood will be more than can be 
used.” This is his policy of the protection of natural resources. He 
is scarcely concious of the importance of mines and irrigation, which 
were not in the highly developed state and to which attention of the 
public was not paid during the time of Mencius. On the protection of the

^Mencius, pp. 5-0. He also emphasizes the propagation of live-stock 
in order to increase the means of subsistence. See ibid., p. 25.
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productive power of labor he advocates (1) the abolition of v/ar so that 
the laborer is not to be diverted from his productive occupation;*{2)
the maintenance of the laborer in easy and comfortable circumstances so

2 3that he v/ill use his full capacity willingly; (3) the division of labor.
On the protection of the productive power of capital, he maintains that

4 5(1} the ownership of private property, (2) the decrease of taxation, (3)
investments and savings should be encouraged.^
How, what a vital change takes place in Confucianism! For instance,

the topics on v/ar and savings as well as all the others are treated from
the moral standpoint by the master, but from the standpoint of welfare
by the disciple. Aside from the moral condemnation of v/ar, Mencius gives
a detailed exposition on its economic effects. Investments and savings
are no longer merely the stored wealth for the distressed, or they are
made just for the sake of being virtuous or economical| but economic for

<7further production. Labor, for instance, is elevated'and entitled to a
higher standard of comfort by merit of its own productivity; v.hereas,

£according to Confucius, only "the superior man is not a commodity."■ Mencius’ 
Tkencius, pp. 10-12. 

p. 530.
^Vide Hwa Lih, op. cit., pp. ff.
4Ibid., p. 366.
^Ibid., pp. 366 ff.

6rbid-. p. >6?.
^Mencius, pp. 359, 360.
£Confucian Analects, p. !4.
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doctrine has contributed not only to the promotion of the general eco
nomic welfare through the encouragement of the better utilization of pro
ductive forces, but also to the elevation of the productive classes by 
justifying the due rewards for them as the legitimate results of their 
services, not as prices for commodities or charities from the superior 
man who sacrifices himself for the distressed laborer.
Distributive Justice. —  As we have seen, the productive classes are 

justified in reaping the fruit of their labor in the handsome distributive 
shares sufficient to maintain them in easy and comfortable circumstances 
as a result of their own merit. This seems to be a productivity theory.
But it is not the case; for Mencius, like the master, is rather solidaristic 
or socialistic, so far as their common ground for the distributive basis 
on need is concerned. But Mencius goes a step further, which even the 
Christian Socialist can hardly approve. He is so good to the distressed 
and the aged that he thinks ’’persons of fifty years may be clothed with 
silk...and persons of seventy may eat flesh.'”* Having justified the distri
butive shares for all the productive classes, he begins to turn attention 
to the distressed and the poor who can not work, or have no one to depend 
upon, or have not saved enough for the declining years. They are justified 
by need in having a share of the social dividend for the maintenance of 
life. His theory of the distributive justice may be summed up as follows:
A. The productive classes are given the full reward for their service,

2but not allowed to spend all on themselves.
^Mencius, p. 25; Ibi_d., p. 
^Ibid., p . 25.
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B. The aged, the young, and the women must he supported hy the strong 
of the family.1
C. The public must support the aged, and the young who have lost their 
dependence. They are divided into four classes as follows: (t) "the 
old and wifeless, or widowers"; {2; ""the old and husbandless, or widows') 
{3) "the old and childless, or solitaries"; (4) "the young and father
less, or orphan" —  Mencius calls them the "Pour Citizens."

A distributive system like this, being so 2:ind to the aged and the 
distressed, is, however, not founded on Confucian virtue but on benevo
lence in its broadest sense; i.e., the public welfare ond filial duty. 
Instead of by the help of the superior man or the influence of virtue 
and good institutions, v.'hich Mencius does not overlook, everybody is 
entitled to his share of the social dividend by justice. No man now needs 
to be ashamed of the source of hie distributive share approved by justice, 
no matter where it comes from. The distributive system of Mencius, there
fore, tends to equalize the distributive shares on the one hand, and to 
palliate to a certain degree the class distinction, leaving the superior 
man where Confucius wants him to stay, but bringing up the other classes 
to the higher plane where welfare, freedom, individuality, equality, etc."V” -
w e  placed at their disposal. Is this not a utopia where distribution 
is more equalized and class distinction vanished?

*Vide Eemer, op. cit., p. 475- Quoted from Y/. W. Eockhill, Annual 
Report of the Board of Regents of the Smithsonian Institution for the
Year of t904 { 1*905). 

2Mencius, p. yE.
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Universalism. *—  In such a high plane of civilization, where further 
progress is still forthcoming, vhat will he the ultimate goal for us?
Will it he a Plato's Republic? This question, remote as it is, scarcelyrr‘ 
attracts the attention of the great thinkers of all generations, among 
whom are many of our proud fathers of economics. Members of the Histori
cal School recognize the dynamic force in operation, though they are too 
cautious to tell in advance what will happen. Those who made the fore
casting of the future society are the daring Classical economists, es
pecially John Stuart Mill, who wrote r« chapter on the "’Stationary S.tate"̂  

of the future society. The radical Socialist is so sure of it that he is 
too anxious to wait, willing to pay the prices of innovation, revolution, 
and bloodshed just for the earlier coming of the future kingdom. The 
moderate, vhile not able to see the real Utopia so soon, have been de
lighted by an unsuccessful imitation, the experimental Utopia. Taoists 
even believe that they have found in the control of consumption the key 
to the door of the future society, the Kingdom of Tao; while Confucius 
believes that virtue v/ill lead us to the "Great Smilarity,1*1 the future 
society.
The ideal society of Mencius is much nearer to us than those mentioned 

above. His ideal in only a re-shaped copy from that of Modih, whom he 
violently attacks and by whom he never realizes he is so greatly influ
enced. Vhile Modih advocates the doctrine of universal love and self- 
sacrifice, Mencius takes everything concerning the first part of this doc- 

'k . C. Liang, An Interpretation of Mencius, pp. 2 ff.
Mill, Principles of Political Economy. Ashely's edition, pp. 746 ff.
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.trine and. rejects all of the second (self-sacrifice) on the ground that 
to give oneself up to society entirely without any preferential consider
ation for the elders of the family as well as the immediate superiors, 
relatives, etc. is not filial.1 With only this modification Mencius1 
doctrine of benevolence in its "broad sense is harmonious with Modih*s 
doctrine of universal love. They "both agree that the greatest benefit 
to the largest number should be first considered, and it may be effected 
by the increased efficiency in production, equal distribution and abo
lition of class distinction. While Mencius prefers democracy, he would 
not object to the philosopher-king of Modih approved of even by his 
master Confucius. They both attack war vigorously, which is the gravest 
obstacle in the way of internationalism.
While Mencius is not a self-confessed advocate of Universalism, the 

reasons why he should be so honored is found in the doctrines for which 
he stands. Professor Liang finds five distinguished points in Mencius 
which compels him to accept the membership of the School of Universal-

S'ism. They arej^l) his opposition to war; (2) his approval of the Tseng 
Tien System as an approach to the equal distribution of wealth; (3) his 
theory of the perfect human nature supports the anticipation that the 
elimination of conflicts among nations and peoples are possible, and that 
the international society, where only mutual love exists, is but the 
inevitable manifestation of our nature; (4) that the ancient Emperors 
Yao and Shun are the typical rulers acting according to the principle of

iMencius, pp. 158-I6O.
2Liang, op. cit., pp. 3-5.
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Universalism, for they rule as if they never rule at all; (5) M s  oppo
sition to power on the ground that it can never govern the world and 
the heart, signifies that it must he virtue which will ultimately rule 
the world and bring about Universalism.
Shun Tse. —  Shun Tse is knov.n to have lived between 255 —  1̂ 5 B.C.

He was equally distinguished as an expounder of Confucius’ teachings as 
Mencius. He, however, had a larger number of distinguished students 
who became great statesmen.* His influence was greater than that Mencius 
until the Sung Dynasty <960 —  1277 A.D.), v/hen the current of thought
turned its regard to Mencius who has ever since taken and kept Shun Tse’s

2place.
While Mencius interprets the Confucian virtue in terms of the welfare 

of the people, Shun Tse views it in the light cf formalism. The former 
emphasizes the actual results of economic well-being to society, the 
latter the formal observance of law's, rites, and ceremonies in the 
personal conduct. As a great instructor of the statesmen, Shun Tse 
must make a study of Confucius with reference to the polite manners, 
social usages, and all kinds of formslities in politics. As a welfare 
worker, Mencius must study applied economics and sociology. Thus the 
one masters the Confucian courses in law, rite, ceremony, and music, 
while the other, those in social sciences.

Ihe Importance of the Higher Consumption Goods. —  Y/ith Mencius’ 
warm consideration for the material welfare of the people, Modih’s prag- 

1 Liang, History of Chinese Thought in Ancient Times, p. 80.
2Liang, An Interpretation of Mencius, p. 7*
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matism against the higjher consumption goods (especially rites and music), 
Laotse's primitive naturalism, and Confucius* scanty attention paid to 
music and arts which were almost entirely neglected hy his disciples, the 
urgent mission left for Shun Tse was to show the importance of the higher 
consumption goods (arts, rites, and music) in the Confucian system. This 
he faithfully fulfilled.^ Although arts and music have never been so empha
sized as in the West, yet we are saved hy Chow Kung, Confucius, and Shun 
Tse from going to the extreme simplicity where there is no higher con
sumption goods to mark the higher level of civilization which is largely 
characterized hy beautiful literature, architecture, music, refined cultore, 
etc. Here we can see how one-sided are the other systems which lack the 
all-inclusive nature Confucianism possesses.

Shun Tse, Chs. XIV, XX
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CHAPTER VI 
DISPUTES ON ECONOMIC MOTIVES 

Shun Tse, contrary to Confucius and especially Mencius, believes that 
our motive is always selfish. Even the child, when he is prevented from 
reaching the interested object, will cry and display his manner or 
gesture of dissatisfaction. He also knows how to respond to an angry 
or a smiling face and is interested in the promotion of his physical 
comfort and welfare. Is this selfish motive born with us or learned by 
practice? Some say, "Yes," and some say, "No." But this simple question 
has scarcely been satisfactorily solved even by the Western students.
The result of the disputes among Chinese philosophers will surely throw 
new light upon the subject. If Han’s theory is once accepted, the foun
dation of the Hedonistic economics will be utterly shaken.* We will pro
ceed from the master.
No definite answer from Confucius to Shun Tse can be found, although

many inferences have been made. Dr. Bashford maintains that Confucius
2"holds to the inherent good of human nature." Professor Liang advances 

the theory that "Confucius holds that it is bad in the chaotic time, 
good in some cases and bad in some other cases in the ordinary time, and 
perfect in the most peaceful time."^ Mencius emphatically states that at

Infra, pp. 1% ff.
2Bashford, op. cit.. p. 215.
^Liang, op. cit., p. 4.
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1least all the sages are "horn good."1 In*Shan Z King, a distinguished 

Confucian product, we are told that "at the beginning of our life, the 
human nature is good."' It is the bad habit and environment that im
plant the evil in our nature. Yfe are therefore advised to follow Con
fucius and other ancient sages whose personality is not altered by evil 
influence. These inferences are probably based on the fact that, when 
Confucius was studying the Canon of Poetry where a passage on the good
ness of nature stuck him, he cried, " The maker of this ode loiows indeed 
the principle of our nature.""'
The Taoists. The Taoists also believe in a different sense that 

our nature is good. The nature of all civilised men is spoiled by insti
tutions, laws, rites, etc.; whereas the fool represents the type of 
perfect nature. The theory places the importance of environmental influ
ence in the transformation of our nature from the good to the selfish 
and bad state where our motive is no longer good.
Mencius. —  Mencius represents the Confucian School as the ablest

4advocate of the theory of perfect nature. He refutes the environmental 
theory of the Taoists, and elevates the nature to the responsible po
sition above the environment, which is blameless and powerless in re
shaping the human nature. Yfe are ruled by our nature instead of by the 
environment; for we are only motivated by the desire to satisfy it, while

^Mencius. Bk. VI. vassTm'.
2Shan Z King, p. 1.
^Op. cit., p. 279.
4Liang, History of Chinese Thought in Ancient Times, p. 77.
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tfre environment only serves as the field of exploitation where we may 
find the objects desired, not the objects causing the desire. For in
stance, fame and power, food and shelter. Is an attractive house the 
oause of the desire for it or the result of the desire? Do we love fame, 
because fame is lovable; or is fame lovable, because we love it? Is the 
environment created for the desire, or the desire created for it? Mencius 
would answer that the external lovableness, attractiveness, and environ- 
ment can not alter the course of cur nature, though some abnormal attri
butes of nature may be temporarily caused by them. He tells us that the 
desire or nature of water is to flow downwards. The nature can never be
altered though the water may be made by artificial forces to flow upwards

*
or eastwards.‘ He gives another illustration which is less convincing.
The taste of meat is the same, whether it is cooked by one man or another,
provided they cook it exactly in the same way. Thus the nature of meat
can not be altered though it can be artificially made in different environ-

2ments —  as better chef, seasoning, kitchen, etc. One may ask him how 
about the taste of the same meat which his dear mother or wife cooks for 
him. Human nature, therefore, is not affected by the environment, though 
it may be changed, stimulated, or induced by artificial means to display 
its abnormality.
Now/ then, let us take it for granted that we have a nature unalternable 

by the environmental influence. What is the unalternable quality of the
^Mencius, pp. 271, 272. Of course, Mencius was ignorant of the law of 

gravitation.
2Ibid., p. 275.
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nature? Is it good or evil? As we have seen the first and second im
portant qualities are "benevolence and righteousness, which are inherent 
in the nature of men, especially in that of the superior man. They are, 
contrary to what the Taoist thinks, not artificial products of men, "but 
endowed in us "by God "before we are born.
Since benevolence is our predominating nature, how can there be any 

conflict of interests, if we let our nature take its course? Here we 
find the only Chinese economist in Taoistic and Confucian schools who 
agrees with Smith on the harmony of interests or of private and public 
interests. If we let our benevolent nature take its course, public 
welfare will be the inevitable r'esult.
V/e may also mention the difference between Smith and Mencius on the 

harmony of interests. Smith believes that the private and public 
interests are heterogeneous in the beginning; to Mencius they are homo
geneous all the time. The one holds that our motive is always self- 
interested; the other that our motive is benevolent or beneficent to 
society as well as to the individual. To the former, self-interest
leads to public welfare; to the latter self-benevolence leads to it.

*UThey part company in the beginning but join hands attend.
Benevolence as well as the other three minor qualities of virtue in 

human nature (righteousness, propriety, and knowledge) is therefore (t) 
within ourselves a priori, and (2) good and beneficent in its character. 
To illustrate the first problem he says*—

T'lbid.', p. 27$; cf. supra. p. 
2Ibid.. pp. 278, 275*.
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"The feeling of commiseration belongs to all men; so does that of 
shame and dislike; that of reverence and respect; and that of approving 
and disapproving. The feeling of commiseration implies the principle 
of benevolence; that of shame and dislike, the principle of righteous
ness; that of reverence and respect, the principle of propriety; and 
that of approving and disapproving, the principle of knowledge. Be
nevolence, righteousness, propriety, and knowledge are not infused 
into us from without. We are certainly furnished with them."
To illustrate the second problem that our nature is good he says:*—

"If men do what is not good, the blame can not be imputed to their 
natural powers." "The way in which a man loves his proper goodness 
of mind is like the way in which the trees are denuded by axes and 
bills."
If we go further vie vail find that Mencius, having developed a better

theory on human nature than that of his master, is at last held back
by the Confucian sway, from which he could never free himself although
he has, with his own effort, paved the road to freedom which is denied
to him by his loyalty to the master. While he tells us that our own
motive will guide us to welfare, he advises us, when there are many
good desires, to choose according to the Confucian code of virtue, i.e.,
the painful self-denial. "’So,'* said he “I like life and I also like
righteousness. If I can not keep the two together, I will let life go

2and choose righteousness.,fl Thus, he forgets his own theory that to ful-
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fill the desire to live is equal to fulfilling the virtue of "benevolence 
and righteousness. Had he advised us to choose "between self-interest 
and self-denial according to the code like that of Staith or even that 
of his own, China migjit not have "been so poor.
Mencius, in spite of his loyalty to the master, is violently attacked 

"by one of his Confucian brethern who bravely parts company with the mas
ter in regard to the theory of human nature. He agrees with Smith where 
Smith and Mencius disagree, and disagrees, vhere they agree. He, from 
the standpoint of modern economics, starts rigjht but ends wrong —  due 
to the command of the Confucian virtue of self-denial, the crusher of 
economic motives, the obstacle in the way of efficient production, and 
the best guide to poverty, misery, hardship, but moral happiness, if any.
Shun Tse. —  In his An Essay on the Wealth of Nations, he immediately 

starts with the topic on desire which is characterised by its selfish 
character eagerly looking around for the key to where it may.gratify its 
wants, thus increasing the demand which the supply can not meet without 
difficulty. As a result, all the aggressive and selfish desires send 
their demands to the limited supply just as the contending feudal princes 
imposed their demands upon the territory, a limited supply. As soon as 
one’s demand is not met, he will challenge the others to figgit and to 
compete —  competition, a competition that tends to become keener and 
keener. All right, this is just what the West regards as prosperous now 
—  more demand than supply. A keener competition on account of the 
increase of the demand are welcome in the advanced nations. But partly 
due to the different economic stages between China then and the West now,
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and largely due to the powerful influence of the intellectual emperor’s 
teachings on virtue and self-denial, Shun Tse concludes that measures 
must he taken to guard against the ever keener and keener competition, 
which, when it reaches its highest degree, means destruction.* Since 
competition is prompted by the insatiable desire, we must control this 
selfish, greedy, and immoral desire in order to promote the individual 
as well as the public welfare. Against the harmony of the private and 
public interests of Smith, he shows us the conflict of interests and 
preaches the moral control —  the same self-denial.

2The nature of this insatiable desire is without question an evil.
Should we follow the nature and evil? He answers, "Ho.'* In order to
be good we must become an artificial man, not a natural man, but a man-
made man, a man we can be proud of for having everything that can be
called his own and for being made by himself. Thus, the desire of the
eyes for beauty, that of the ears for music, that of the nose for fra-

3grance, etc. should be entirely taken out of our mind, where the new 
moral seeds are to be sown so that we will only see what is moral, smell 
what is moral and hear what is moral.
Where does this good moral seed come from, if we deny Mencius’ doctrine 
1 It sounds like Marx’s ultimate collapse of the capitalistic system 

of production, although Shun Tse did not entertain the optimistic 
Marxian hope after the collapse.

^Shun Tse, The Complete Works of Shun Tse. Bk. XVII, Pt. XXIII, 
p. I.
?Ibid.
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that our nature is good? Shun Tee answers that there is no moral seed
in the "barn where our mind and desires are stored. It is produced "by
the sages only, v/ho leave it to us as a generous gift.' But no sooner
is the first question answered than the second question is raised.
Unless the nature of the sages is good, how can they produce the good
moral seed? The answer is that even among the sages nature is equally
evil. They can not produce the good moral, hut the natural seed, a seed
made hy human effort, hut not a seed sowft/ and reaped. The seed may
"be compared to a watch, which, not "being produced "by sowing the watch-
seed in the soil and reaping the ripened watches after a certain period
of time, is invented "by the sage-watch-maker, whose designs enable us
to make a watch as good as he makes it, although we can never know how

2to make a watch without him.
The result of Shun Tse’s theory is accordingly just what Mencius tries 

to avoid. The superior man, the maker of laws, rites, and ceremonies 
v/ho puts a check to the evil of our nature, is raised again to the place 
which Confucius approves. Despotism takes the place of democracy. Obe
dience to lav/ and ceremony, virtuous living, and individualism are con
sidered more important than freedom, welfare, and universalism. Even 
the antagonistic theory of the Taoistic School that benevolence, righteous

ness, etc. are unnatural is confirmed by his conclusion. What dis
tinguishes him from the Taoist is that, to him, benevolence and righteous
ness, though unnatural, are good and beneficent instead of evil as the 

^Ibid., pp. 4-6.
2Ibid.. pp. 9-t6.
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the Taoist believes. On the practical side, his disciples were pre
eminently influential in politics, government, and legislature, where 
he is distinguished as the founder of the ’’Historical School,”5 being a 
branch of the Chinese Grotian system of Confucius.*
Kau Tse. —  Another disputer is Kau Tse who has not been given any 

important place in the history of Chinese thought. He acts as a con
ciliator between these great men, Mencius and Shun Tse; but no one
would listen to him. He suggests a compromise that M)man’s nature may

2be made to practice good, and it may be made to practice evil.”' But it
3”is neither good nor bad" in itself. It is just like a piece of white 

paper or the willow, which can be changed according to our will by making
4it red or blue, cutting it into a cup or a bowl.

Han Yu, the Analyst. —  So far the Taoists, Confucius and his follow
ers are all the disputero, but not the analysts. Although they are not 
the propagandists whose interest is always something more substantial 
than the mere intellectual joy, their method employed is not far from 
that of the propagandists. They draw the conclusion first that nature is 
1 Liang, The Development of Legal Thought in China, pp. 41-43.

Gratius is the founder of International Law which is divided into 
two branches by two groups of his followers, the Nature School and 
the Historical School. Cf. A. S. Hershey, Essentials of Public 
international Law (New York: Macmillan Co., 1514) pp. 56-62.
2Mencius, p. 277.
?Ibid.
4Ibid., pp. 270-272.
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good or bad, but never analyse it; pile up with arguments and facts in 
support of their theories, but never go beneath the surface.
The analyst Han divides our nature into the a priori or the innate

and the a posteriori or the emperical. For convenience let us use two
popular terms of our own, the subjective and the objective. "’The
subjective is b o m  v/ith us,” while "the objective arises from the meet-

ting of an object with our sense and mind.”' The former is a spontaneous 
action, while the latter a reaction. They both can be "good," "'fair,® 
or "bad."
The subjective is subdivided into (t) benevolence, (2) propriety,

(3) righteousness, (4) laiowledge (similar to Mencius’ four qualities 
of virtue), (5) truthfulness.
The objective is subdivided into (t) joy, (2) anger, (3) sorrow, (4) 

fear, (5) love, (6) hatred, (7) desire.^ How little is the role desire 
plays? Smith is not attackable when he limited it to the personal and 
the public interests. The war is waged upon the Hedonist who extends 
it to all human actions and interprets love, joy, truthfulness, benevo
lence, etc. in terms of desire, which, according to the latter, are 
motivated by the expectation of the psychological income of satisfaction 
in the performance of benevolence and love. The Hedonist concludes that 
a scholar, a robber, a lover, and a beggar are all invariably engaged 
in obtaining the maximum amount of satisfaction at the minimum amount of
^Han Yu, An Essay on the Human Nature, p. 1.
2Ibid., p. 2.
5 Ibid.
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sacrifice. The teacher works for a clerk’s salary but feels prouder 
than a manager, because she receives in addition a psychological income 
from the prestige inherent in the profession and from the personal pride 
and joy in doing service to society. Her combined incomes are therefore 
greater than that of the manager she considers as her inferior. Again, 
the robber is also working according to the same principle —  just like 
the teacher and the manager who work for what they think is most pro
ductive of utility or psychological income.
But Han raises his objection to Hedonism that those who are engaged, 

for example, to tell the truth or to seek for knowledge should not be 
included in or confounded with the objective field of activity where 
desire belongs; for any action in the subjective field, as to tell the 
truth or to seek for knowledge, is innate, a -priori, motiveless, purpose
less, and not stimulated or induced by an outside object, or a psycho
logical income, or pride, or prestige, etc.* The teller of the truth 
and the seeker of knowledge (scholar), being motiveless, can not be con
sidered as those who seek for knov/ledge because it will give them a 
psychological income. Nor it is the duty of a scholar to tell the truth. 
He simply can not do otherwise, and he has to tell it because of no 
reason at all, no motive at all; but simply because he is born so or 
God makes him so.
These five innate functions, being motiveless and not affected by out

side objects, as fame, power, prestige, pride, etc., lie in our mind, 
where they are always ready for the opportunity calling for their action.
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But they never fail to catch and grasp the opportunity before it can 
affect them. Although the fulfillment of the function of knowledge as 
well as that of the other is always rewarded by supreme happiness, max
imum joy, and boundless pleasure, yet these princely incomes of satis
faction are merely the results, not the causes or the inducements, as 
Hedonists believe.

The Hedonistic lav; is therefore only applicable to the second class 
of our nature, including joy, anger, sorrow, fear, love, hatred, and 
desire. For instance, love is justified by Han to be interpreted in 
terms of psychological income. The lovers are motivated by a larger 
psychological income than that derived from their salaries to give up 
their jobs for a honeymoon, while a scholar is motivated to study by 
nothing. The machine operator can be also motivated by a larger psycho
logical income from the less dangerous job to give up his remunerative 
occupation to become a door-keeper. In this case, fear is capable of 
Hedonistic interpretation; for the absence of the fear of the dangerous 
machine is considered as a psychological income. But the scholar or 
the moralist is not tempted by fear, love, or power, to turn himself to 
virtue and books.

Thanks to Han Yu those who are engaged in the performance of the sub
jective or innate nature of benevolence (as philanthropists^ righteous
ness (as heroes or faithful persons), propriety (as those who obey the 
law, rite, and moral teachings^ knowledge (as scholars who seek for 
knowledge for the sake of knowledge), and truthfulness (as the scholars 
or moralists who are interested in telling the truth or those who keep
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promise) are all elevated, by him from where the Hedonists drag them down 
as a mere laborer for the psychological income. While the reward of love 
and joy (objective nature) may be interpreted in terms of psychological 
income because love and joy come from the attainment of the desired 
object, benevolence and truthfulness can never be so interpreted because 
they are the spontaneous yearnings of the soul with neither object nor 
purpose. They never anticipate any income.
Han's theory may even throw light on the new discovery in psychology 

by the Behaviorist who discredits all the previous theories on human 
nature. Vihat we call instinct or nature is nothing but the habit formed 
or acquired, but not endowed or innate. Such habits are formed through 
the repeated "response" to the "stimulus.” Hence there is no innate 
economic motive (as self-interest) out there are many habits (economic 
motives), which may be increased or decreased in number, intensified or 
mitigated in degree, and directed towards gain or sacrifice, the evil 
or the good, and the study of law or medicine.
Of those who apply this new psychological theory to the study of eco

nomic motive and maintain that there is no innate economic motive, are 
Z. C. Dickinson and Z. Y. Kou. There are as many economic motives (eco
nomic habits) as there are stimuli. Those who try to find what is the 
nature of the motive (Smith, Mencius, Shun Tse) or to classify a certain 
number of motives (Han Yu) according to their qualities, are all wrong, 
because they start from presupposition to actual facts. How the habits 
of acting in the good or evil direction can only be explained by how, or 
under what conditions (stimuli), they are formed.
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Here we will notice that what the Behaviorist is talking about is 
exactly what Han calls the "objective nature” which is formed through 
our contact with an "outside object” or a stimulus. But can the 
objective nature be analysed and classified? The Behaviorist answers, 
“No” ; while Han answers, "Yes.” Tfl/hether the Behaviorist or Han is 
more correct depends upon the validity of Han’s analysis and classifi
cation of what the latter calls the objective nature. If the classifi
cation is all-inclusive and exhaustive, if it furnishes proper cate
gories for all kinds of habits, if there is no habit which can not be 
correctly placed under Han’s analytical table, there will be no reason 
why Han should not deserve more credit.

But the classification and analysis of our "habits” or "objective 
nature” is not Han’s main problem. His contribution lies in dividing 
the "subjective” or innate nature {where Smith, Mencius, Shun Tse try 
to find the key to solution) from the "objective nature” or "habits"
(where the Behaviorist try to find the key). The Behaviorist is right 
if he confines his theory to the "objective”' field to which the Hedonistic 
theoryAbelong*. Smith, Mencius, Shun Tse and Laotse are right only as 
far as they maintain that we are endowed with the inalienable nature, 
evil or good, always remains the same under any conditions.
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CHAPTER Til 
CONCLUSION

At the very beginning of our study, we raised the question: Whether or 
not it could be justified to make a systematic account of the economic 
concepts of the great Chinese philosophers, whose influence upon Chinese 
economic thought is not less dominant than the influence of Western 
economists upon the Western economic thought. There, however, seems to 
be no adequate reasons for treating the subject of the development of 
economic beliefs from the standpoint of moralists and philosophers in 
stead of economists. Confucius and Laotse can hardly be honored with 
the proud title, economist, which they would be ashamed of. They de
spised the economist. They were indignant over economic discussions 
because their task was nobler than the investigation of how to make a 
living.
Source of Chinese Economic Beliefs. —  It appears then that our attempt 

could not be justified unless it is assumed that we could find no true 
type of economists in the course of Chinese events -- an assumption, we 
must acknowledge, which is contrary to the fact. China has produced many 
a great economist,'who, though not comparable with the founders of modern 
economics, may fairly be ranked among the greatest pioneers of the subject 
in any civilized nation of the world. There were economists, who applied

^Eor a brief account of the economists in China, cf. Hue, A Journey 
through the Chinese Empire, Vol. II, pp. 61-73-



www.manaraa.com

200

economic principles to agriculture, taxation, and war-finanee,'and wrote 
more exclusively on economics and public finance4in a remarkably well- 
ordered and systematic manner which marks a striking contrast with the 
fragmentary economic teachings scattered over the sacred writings of 
greater philosophers.

It seems to be a puzzle that the source of Chinese economic beliefs 
is from these philosophers instead of those economists. But we are 
certainly justified in maintaining the position we have taken, not be
cause the philosophers’ economic doctrines are more sound,but because 
their influence has over-swept that of the unfortunate economists, and 
reflected itself in our economic beliefs, systems, and institutions, by

5which the economic life of the Chinese people is regulated. China might 
not be what she is today, were the philosophers' influence superseded 
by the economists’ less metaphysical but more practical advice. For 
instance, Laotse’s system of non-action and Confucius' ethics are respon
sible for the passive, peaceful, self-contented, unprogressive, and moral 
character of the Chinese, as well as the lack of economic motives, igno
rance of principles and laws, blind faithfulness in personal relations, 
disregard of public interests, the importance of private virtue, and the 
productive, distributive, and consumptive basis on virtue. The moral 

W. Shaw, Democracy and Finance in China, pp. 22-25.
2Ibid.. pp. 25, 189.
5Motse, Ch. XVIII.
4Shaw, op. cit., pp. 25-37 
^Ibid., pp. 43, 45.
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philosophies have, for several thousand years, ruled the Chinese. We 
have tried hard to follow our moral philosophers to live on Tao and 
virtue at the expense of economic stagnation, throwing aside the eco
nomic advices of our economists and accusing them of prostituting the 
noble task of the student by taking up economic topics that lie beyond 
the province of virtue.* As a result the economists’ influence has 
been superseded by the influence of moral philosophers and accordingly 
the source of our economic beliefs comes from the latter instead of 
the former?
Results of the Study. —  Among these philosophers, the Confucians 

are most influencial in the constructive side which rests on the founda
tion of virtue. Their system of economics, therefore, like the doctrine 
of the Christian Socialist, is largely confined to the moral side of 
economic life as well as the ethical approach to the solution of economic 
problems. It is within the field of ethical-economic problems that the 
Confucian economics is more fully developed. On the theoretical side, 
it has hardly made any contribution. These ethical-economic problems 
in production, distribution, and consumption may be represented as fol

lows:—
iShaw, op., cit., pp. 45•
2 It must, however, be understood that these economists, as Kwan 

Tse, Shan Yang, Shaw Ho, Wang An Zah, etc. exercised great 
influence during their life time although it quickly decreased 
after their death either for the l&ck of followers or for the grovrth 
of their political opponents' influence.
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• The sterile, namely, the priest, the soldier, the "butcher, the barber, 
the musician, the actor, the imperial household attendant, the official 
messenger, the police-raan, etc., were not expected to do anything re
quired by all these categories of productive, distributive, and consump
tive virtues, which are strictly required of the student and less strict
ly of those who are less productive of virtue.
Moral Laws of Production, Distribution, and Consumption. —  Correspond

ing to the three categories of productive, distributive, and consumptive 
virtues, there are three moral lav/s of production, distribution, and con
sumption. No action is virtuous where the moral laws are violated. The 
thesis, as a true Confucian v/ould say, should be thrown away if these 
moral laws were not added. The productive, distributive, and consumptive 
virtues which we have so carefully examined are not virtues in themselves. 
A merchant may be more virtuous than a student. There may be more distri
butive virtue in giving little than giving generously, and more consump
tive virtue in taking an amateurish interest in music than carrying it 
along to "play coquetry with the world." All human doings which can be 
considered virtuous must therefore be confirmed by the lav/s of virtue.
All productive virtues must be confirmed by the moral lav; of production 

which runs as follows: "The employment of the superior man is virtue; 
while that of small man, profitable gains,"’* Merely being a student by 
profession is not a proof for the highest productive virtue. No student 
by name, but the gain or profit-seeker by employment, can be accepted as 
the qualification for the admission into the exclusive circle of learned
1Confucian Analects, p. 34.
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society. The main point is whether one's actual employment is totally, 
more, or less productive of virtue.
All distributive virtues must be confirmed by the moral law of distri

bution which runs as follows: "What you do not want done to you, do not 
do to others.Otherwise, even though we follow the three categories of 
distributive virtues carefully, they may be spoiled by selfish motives 
and by the unsympathetic manner or haughty spirit in which the virtuous 
act3 are performed. All distributive virtues must therefore be done in 
such a spirit, namely, we should treat our beneficiaries in the manner 
which v/e would expect of them in case our position is reversed.
All consumptive virtues must be confirmed by the moral law of consump

tion which runs as follows: "The superior man does not seek to gratify
his appetite, nor does he seek the appliances of ease in his dwelling- 

2place." "He should take every opportunity to devote himself to cultural
3development." Economy is a virtue; but if one goes to the extreme, and, 

like the Taoist, neglect one's bare subsistence or the "Six Arts," con
sumptive virtues are lost in abuse.
Criteria of Production, Distribution, and Consumption. —  The three 

moral Confucian laws of production, distribution, and consumption, though 
they all seem to have the moral tone, may, however, be distinguished from

1 Ibid., p.(tr
2Ibid. , pp. 7-<f.
^Qn what constitute cultural development, Confucius says, "...to be 

alert and fond of learning, to be not ashamed to ask even the inferior." 
Cf. ibid., p. 42.
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each other "by their distinctive criteria, namely, time, motive, and result. 
The pert-time or total time employment in virtue or gain forms the standard 
by which the economic classes and occupations are distinguished according 
to the law of production. Thus the merchant may approach the student by 
devoting more time to the employment of virtue end less to that of gain —  

though the profit may still be very large. What lowers the standing of a 
merchant is not the size of his fortune but the duration of his time de
voted to making it. TheCriterion of the lav; of distribution is the motive 
which determines what gives rise to distributive virtues. Vi/hether we spend 
a part-time or the total-time in helping others is not the main question in 
distribution. The main question is only what is the motive of our giving.
In consumption, nothing is to be looked at from the standpoint of time or 
motive. We may devote all our time to arts with the motive to commercialize 
them. But if we change the aim from commercial to cultural after v;e be
come the accomplished artists, our consumptive virtue is no less than that 
of those whose interest in arts is non-commercial from the very beginning 
of their study. A further distinction lies in the result of the amount 
of happiness obtained, regardless of whether it is resulted from rich or 
poor, lower or higher consumption goods. If the poor and lower consump
tion goods bring the result of a greater amount of happiness, more con
sumptive virtue is produced from the scanty amount of poor consumption 
goods than from the greater amount of better consumption goods from which 
the amount of happiness resulted to the user is less. In distribution, 
no virtue can be confirmed by the result —  even the beneficent result.
He who tries to help a friend but wrecks his friend's life has distri-
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butive virtue. He who studies arts for arts' sake but is finally induced 
to commercialize arts has no consumptive virtue. He who uses little but 
gets more psychological income out of it has more consumptive virtue than 
he who gets less.

Taoisms’Attack on Confucianism. —  In opposition to the Confucian eco
nomic system is the naturalism of the Taoist who discredits the moral 
system of economics summarily on the ground that it is unnatural or un- 
Taoistie. All laws disturb the beneficent cosmic order except one law, 
the only Taoistic law of "doing nothing." Let production be taken care 
of by nature; let us take what is coming to us and consume it as it comes 
along. The Confucian comes to disturb the benevolent operation of this 
great lav;, sows the social evils, and makes distribution unequal and pro
duction inadequate, thus paving for himself the way towards the shrines 
of the great social reformers and public benefactors. The ultimate so
lution of our economic problems could never be found unless the Confucian 
laws of production, distribution, and consumption are utterly disregarded 
or disposed of. The ideal economic society of mankind, v/hich the Taoist 
aspires to, is like the economic society of ants and bees except that men 
dAftnot going to work so hard as these plundering ants and busy bees.

The Taoistic theory, though it is formulated upon a logical and scien
tific rather than a moral basis, is paradoxical. If "doing nothing" is 
prescribed by the natural law as the key to economic optimism, why does 
not Nature make us like stones instead of giving us the best acting in
struments —  hands, feet, brain, etc. —  the organs possessed by living 
beings? Being provided with these acting instruments, yet forbidden to
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use them, we could hardly see the reason that the naturalism of the 
Taoist is not artificial —  probably more artificial than the moral system 
of Confucius. Accordingly, what the Taoist means by "doing nothing" is, 
in reality, doing something, namely, self-control.
Paradoxes of Production, Distribution, and Consumption. —  Instead of 

the laws of production, distribution and consumption, the Taoist gives 
us three paradoxes as follows:—

tThe Paradox of Free Goods in Production: Let the demand for economic 
goods be decreased and ceased. Everything would therefore be available 
to us like water and air; because, as the demand is decreasing and de
creasing, the object in question is becoming cheaper and cheaper until 
it becomes valueless.

2The Paradox of Self-sufficiency in Distribution: If the natural order
is preserved, no one will not be able to supply his own needs. If the
Taoist needs only what is coming along to him or needs nothing at all,
hov; can he be not self-sufficient when the natural order is disturbed?
How can he be not self-sufficient when his five relations come to help
him, if he can be self-sufficient without their help?

3The Paradox of Happiness in Consumption: "He v/ho is satisfied is rich
1 in the Taoistic words, the paradox runs as follows: The sage...

attaches no value to things difficult of acquisition. Laotse, Ch. LXV.
2"He that lives at ease requires no riches." H. C. Byng, The Garden 

of Pleasure. Ch. 71, p. 42.
^In the Taoistic words it runs as follows: Perfect joy consists in 

one's nature having abundance, -jr being fully satisfied,... in being con-
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of course, in happiness. If the Taoist could, he satisfied with a bare 
subsistence, why should he not be satisfied with comfort and luxury, 
provided the means of comfort and luxury could be acquired as easily 
as the means of subsistence by the Taoist? If being satisfied with sub
sistence is the guarantee of happiness and non-struggle, why being 
satisfied with comfort and luxury can it not be an equally effective 
guarantee? The main problem here is that of self-control or the sup
pression of desire as an approach to happiness. So the solution lies 
in the question whether desire could be so easily suppressed or not.
If we can suppress it in one stage (subsistence), we should be able to 
suppress it in another and vice versfi.
The first paradox lays an attack on our ceaseless productive effort 

which necessarily involves struggle, competition, success, failure, etc.; 
the second, on the social institutions which condition distribution; and 
the third lays emphasis on the suppression of desire as the ultimate 
solution to all economic and social problems.
Effects of Confucian and Taoistic Philosophies on Chinese Economic 

Life. —  With regard to the effects of the Taoistic and the Confucian 
philosophy on Chinese economic life, both are influential; but Confu
cianism is more so, especially in the province of distribution. The 
moral teachings on the distributive virtues, such as, "the five relations," 
the "three economic dependences,"' and the "four deserving citizens," 
have been so deep-rooted in the Chinese mind that even the virtuless 
tented with little. F. H. Balfour, Taoist Text. Ethical. Political, and 
Speculative, p. 56.
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Chinese, the daring robber or the dangerous criminal, the corrupt of
ficial or the heartless militarist, are as tender as a little sheep in 
the presence of their elders, always ready to obey and help even at the 
expense of his own career and character. It is no self-sacrifice —  not 
even a favor —  to lie or to serve as a false witness for the benefit of 
those who are within the quota of every one's five relations. Mien one 
is successful, every one, as a matter of course, comes to share it with 
him; and, unfortunately, some one wants a job from him as one wants his 
money back from a debtor. A governor has several thousand followers.
Even a principal of a primary or a high school lets none but his own 
frinjeds teach, his uneducated and inexperienced uncle, father-in-law or 
cousin keep doors, wash dishes, or wipe black boards. No matter what 
you do, they stand by you, lie for you, and protect you. It is almost 
impossible for an outsider to make any investigation or to find any 
evidence against you. Although modern institutions have gradually changed 
the social structure of the Chinese, yet we are not prepared to admire 
the modern spirit of independence and justice. It takes centuries to 
teach the Chinese the Confucian ideal of virtue. It may also take scores 
of years to supplant it with the modem ideal of independence and justice.
Coming from distribution to production and consumption, we v/ill find 

that the effect of Tsoistic and Confucian economic philosophies is equal
ly striking in the latter two provinces. The fact that we are easily 
self-content —  even with a miserable life —  is due to the common source 
of teachings of both schools, for most Chinese except the student never 
aspire to lead a student’s life and care little for arts or enjoyment.
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Those people are almost useless but use little as the Taoist would ex
pect of them. With such a miserable life and little or no care for any 
means of life beyond a bare subsistence, they are, however, not unwill
ing to make efforts to remain within the circle of producers and con
sumers of, at least, some virtue, even at the expense of making farther 
sacrifice out of their meagre resources for the maintenance of life and 
productive equipment. As a result, we are sinking deeper and deeper into 
misfortune, poverty, inefficiency, etc., which may all be traced back 
to the influence of the philosophy of self-contentment, non-struggle, 
care for the unfit, and the undue weight of virtue and personality scru
pulously over-emphasized and maliciously misconstruded by the "advertiser 
and seller of Confucianism and Taoism’" as we have just pointed out under 
distribution, i.e., the prevailing spoilsman system in China.

Inasmuch as Taoism and Confucianism have exercised such a paramount 
influence on the economic life of the Chinese, the much more important 
question in the present and future economic development in China —  a 
difficult but serious question confronting the economist, international 
trader and investor, etc. —  can not be answered more correctly from any 
other standpoint than that of the evolution of the Confucian and Taoistic 
systems with special reference to their potential force which confronts 
the rapidly advancing force of Western civilization.*
"Hr. Veblen, The Vested. Interests (New York 1919)/ p. 54,

"Since the underlying principles of the established order...are built 
up out of the range of conceptions that have habitually been doing 
duty as the substance of knowledge and belief in the past, it follows
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Many have pq£ited out the old philosophical obstacles against the new 
economic forces in various fields. Professor Reinsch points to the 
peculiar system of banking in China where loans are often made on moral 
asset or personality rather than on the security of property in case 
the owner is a man v/ithout virtue * (Confucian influence). Professor life 
discovers the moral obstacle in the development of life insurance enter
prises, saying that the Chinese of the old school of ethics would not

2be so virtueless as to expect benefit from the death of their dear ones. 
Professor Remer maintains that the cause of the slow grovrth of foreign 
trade is due to the passive resistance and self-content and self-sufficien
cy of the peopledTaoistic influence). Professor Shaw urges that China

4should now begin to pay more attention to production, because our economic 
stagnation has been due to over-due weight given to distribution and con
sumption. Professor Lee attributes the cause for the lack of capital in 
China to its institutions, especially the family system.^ These views on 
in the nature of the case that any reconstruction of institutions will be 
made only tardily, reluctantly, and sparingly; inasmuch as settled habits 
of thought are given up tardily, reluctantly and sparingly....And this 
will particularly be true when the reconstruction "runs counter to settled 
and honorable code of ancient principles...."

* Supra, p.. 22 •
.  2 y Op. cit • , p .

^Remer, The Foreign Trade of China (1526), pp. J>4-37 and conclusion.
^Shaw, op. cit., p. 174.
'’Lee, op, cit., pp# 1-4,
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.the old bar against the new force are probably all correctly presented 
or at least defensible from the authors’ standpoints. But none seems 
to deny the opposing force of Taoism and Confucianism against the new 
force of the modern economic institutions.
There are also many v.ho fail to see the significance of Taoism and 

Confucianism fully. 7/e may briefly examine some projects of economic 
reform proposed by Dr. Sun because of the great influence and weight 
of his words. As a statesman Dr. Sun was the George Washington of the 
Chinese Republic/and as a student, he was the Chinese Benjamin Franklin. 
He, like Franklin, touched everything but never touched deeply in any
thing he studied. In his International Development of China he maintained 
that with the wAth-the genius of the vast number of European and American 
engineers, who had the experience of the Great European War, and by 
utilizing the arm3 factories, —  both would be of little use after the 
Great Y/ar — , China could be scientifically reconstructed as the most 
modern new nation in the world.* Not te mention the difficulty of a 
gigantic scheme of finance and of the supply of immense materials for 
reconstructing the biggest nation just after the resources of the world 
was almost exhausted, we may raise the questions How shall we dispose
of our institutional and moral obstacles in the way of the sudden re-

2construction? Can the old bag stand the new wine? As Dr. Sun had his
1 Sun, The International Development of China, pp. 1-3. There is an 

English edition which was published before the appearance of the Chinese
edition.
2Professor Reinsch, in reply to Dr. Sun, points out (15 economic change
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high respect for the ideals of Confucius and Modih,'would he not he sorry 
to witness our institutions and morals suddenly changed or wrecked under 
the new conditions?
Philosophical Obstacles in Economic Progress. —  Let us return, now,

to the question of the philosophical obstacle in the way of the economic
2development in China. Instead of going carefully into every phase of the 

modern economic undertaking where Confucianism and Taoism are spreading 
their hostile sway, we, unlike those able end learned economists mentioned 
above, may make a brief survey of the more general and fundamental causes 
of the difficulty of economic progress in China. The main causes of Chinafe 
poverty are (x) her lack of capital and (2) her lack of ability to use 
the capital efficiently. Thus we s.re always confronted with the questions 
of the need of (',} foreign investment and (2) the service of foreign experts. 
But these causes may be traced to their remoter cause in Taoism, which 
attacks the accumulation of capital and preaches inefficiency, and in 
Confucianism which requires every producer to use his savings in equalising 
distribution and subordinates the importance of efficiency to that of 
virtue.
Now we ere prepared to answer the question: Can the modern system of 

should not be too sudden, (2) the old artistic occupations should not be 
sacrificed to mechanism. Cf. Beinsch’s letter to Dr. Sun, March 7, 1919.

'h. M. Va, "The Y/isdom of Chong Shang £ Dr. Sun’s Chinese namej Is 
Superior to the Confucian and the Llohistthe Nationlist Di-weekly* Cor
respondence Section, p. 1 .
2E. A. Boss, The Changing Chinese, p. 66.
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production develop at its full speed when the Taoistic and Confucian preju
dice is in the way of efficiency and capitalism? Moreover, the Chinese has 
little to save and what little he saves is entirely, though insufficiently, 
destined for the maintenance of the more unfortunate ones dear to him. Un
der the prevailing spoilsman system, reward and promotion are largely based 
on faithfulness instead of efficiency, foresight, ability and experience 
just as the honor of being the “transmitter" was conferred upon Confucius’ 
most stupid, but most filial and faithful disciple Tsen Tse, or as the 
highest Taoistic tribute is paid to the "fool” who is as stupid as a stone. 
How, then, could we expect an efficient service from the employees of a 
Chinese economic organization? How could a Chinese organizer of a gigantic 
economic undertaking refuse the request of his father-in-law snd his uncle 
and their "five relations" to place them in the positions which they would 
like,but for which they are not fit? Granted that he, being v/ell educated 
in the 'Uest, can refuse them their request, would his employees be satis
fied with the new treatment that they are paid for their labor, while 
their proud virtue does not count for anything? Of course these difficult 
problems for the Chinese can be easily solved by the nev; force of modern 
capitalism and the efficiency of our friendly neighbors in the Y/est. For 
instance, they have furnished us with capital and the service of experts 
in modernizing successfully and profitably our government enterprises, 
no’tably in railway, telegraph, mining, and postal and customs services.
The Chinese con not but admire and appreciate the wonderful v/orks of the 
modern system. They have more confidence in the Western organizers. They 
pay the highest tribute to them. But, even so, the old bar against the
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new system can not be removed. Why do the Chinese ask for tariff autono
my and Chinese administration for Chinese enterprises? At the bottom, 
it is all a moral issue.* Every far-sifted Chinese can see that the 
restoration of government enterprises to Chinese administration means
inefficiency, economic loss, public evil, etc. in contrast v.rith the bene-

2fits derived under the efficient foreign control; but every one is 111 favcr 
of the movement sincerely. Nothing can account for such folly except the 
Confucian teaching that the superior man is only helping and givinĝ  not 
to be given and helped^ and to the Taoistic teaching that every man ouf t 
to be self-sufficient, but not necessarily efficient.

. -r £4 a*Moral Importance'? ■—  Nov; then let us ask: Y/ill the Chinese be so hope
less as the pessimistic economists anticipate? When will they listen 
to reason that moral elevation may presuppose economic prosperity? The 
answer is that they will never listen to reason; because we are rather 
like the sentimental French or Spaniard whose temperamental heart is rich 
in emotion, love and hatred, braveness and cowardice, etc., but is far 
inferior to the cold English or American mind with its sense of dis
interestedness, justice, truth, etc. The former is blind; the latter is 
far-sighted. The former is guided by the heart; the latter by the mind. 
The former follows the humanistic impulse {French Socialist); the latter, 
cold and pitiless truth (English economist). Thus, the hope for China 
lies in the appeal to the heart rather than the eyes, to the motive rather 
than the result, to the moral awakening rather than the intellectual
'Pf. VI. Overlach, Foreign Financial Control in China, pp. 222-224.
2Ibid., p. 269.
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mvakening. And fortunately, our moral awakening is "beginning. Let us 
refer "back to Dr, Sun’s project. Is it a moral or an economic issue?* 
From the standpoint of economics, industrial revolution is not to "be 
welcome where it is possible for industrial evolution. Dr. Shaw con
cludes his Democracy and Finance in China "by recommending fourteen 
"shoulds" instead of the "is." The anti-foreign movement "believes that 
the administration of governmental enterprises "should'" be restored to
the Chinese, but neglect*the question whether v/e "are" prepared to handle

2the enterprises in question or not. It is also interesting to note 
that almost all Chinese students in this country are taking what they 
think they should study instead of where their interest lies. Probably 
only a few doctors of philosophy^who have gone too far into their studies 
to remain faithful to the moral decision, take a genuine interest in 
study instead of making a sacrifice for,their country. The moral awaken
ing is coming! China is not hopeless.

1 Secretary \'l. C. Redfield% Letter to Dr. Sun, Hay t2, 1519* As an 
economic issue, Redfield frankly says it will be impossible, because 
no loan can be made without the guarantee of interest payment.
^From the standpoint of efficiency, many foreign powers have sincere

ly answered the Chinese that they would relinquish the "control" as 
soon as house is put in order." From the moral standpoint the
Chinese demand that no matter how disordered is the Chinese house, it 
is the Chinese house. "Whether the Chinese want foreign help or not is 
the Chinese^business. Now how can they agree unless the Chinese can 
compel the Y/esterners by force, philosophy, or the inspiring Confucian
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However, we must not overlook the dangers inherent in the moral awaken
ing.* It only listen*to sentimental appeal instead of reason and fact; 
and there are, unfortunately, too many sentimental appeals in China, such

ftas, those of the Mercantilist, the follower of Max, the Russian Propa
gandist, etc. With our kind heart but blind eyes, we are liable to follow 
any one at any moment, thinking sincerely we are doing good for our county, 
but really killing our equally virtuous brothers and wrecking our homes.
To trust our economic development to the moral awakening is to trust our 
future to chance. China is now just in the whirl of moral awakening.
She is changing from moment to moment as the moral conviction is changed.

«

She may become rich as she expects if she will listen to reason and facts, 
or she may become even more miserable if she is always pushed along by 
sentimental appeals as a child. Under the stable influence of Taoism 
and Confucianism, we will never be rich and will never be in danger.
Difficulty in China’s Intellectual Awakening* —  The ultimate solution 

of the economic problem in China lies, therefore, only in the gradual 
opening of our eyes, for there is no royal road to economic optimism for 
any nation in the world. The supreme moral value of Confucianism has its 
high place in the Chinese ethics; but in economics, the advice of Modih, 
the Chinese Bentham, is probably more in harmony with the sound principle 
of the English, although his doctrine is notably marked with an economic 
optimism where, according to his English opponent (Ualthus), there ought 
personality to take the opposite view or to come to a compromise, or vice versa.
*Z. Y. Kou, "Is Marxism Scientific?,’’ the Nationalist Bi-weekl.v, Nos.

V, VI (Sept., 1927), pp. J t ,  52.
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to be an economic pessimism. We must agree with him to listen to "reason” 
and open our eyes to it. If we want to raise ourselves to an equal level 
of economic prosperity with our Western neighbors, the advices of econo
mists must be seriously considered, not sentimentally swept off by the 
Tsoistic and Confucian prejudices, which must concede though not concede 
too completely or too suddenly. China has tried —  tried hard —  to 
listen. China has sent her sons and daughters all over the world to have 
their eyes opened, to learn the modern methods of efficiency, and to find 
ways and means of reconstructing the old country upon the basis of more 
stable and firm reason and truth, instead of that of the changeable con
viction, feeling, and emotion. Following the moral awakening there must 
be an intellectual awakening which is actually begun.
Many of China’s best friends are, however, disappointed at the painful 

result end pessimistic prospect of their aged friend’s attempt to re
juvenate herself like her young and beautiful Occidental sisters. "Hie 
young Chinese students,"*to use Professor Seligman's words, "that throng 
the halls” of the Western institutions of learning, prove, it is said, 
to be nothing but bookish worms. Their eyes, instead of being opened 
in the West, are now covered by a pair of Western glass which takes the 
place of the Taoistic and Confucian glass they wore before they vfent to 
the West. As we were slavish followers of Confucius and Laotse, so we 
are the same slavish followers of new leaders, namely "Western sages,"

’Shaw, op_._c.it., pp. 7 ff.
2S. Y. &cu, op. cit.. p. 52.
^Ibid., pp. 52, 55.
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comprising Y/estern philosophers, scientists, statesmen, professors, etc. 

There seems to be no sign of an intellectual awakening yet.

We may now try to draw our conclusion whether our eyes can be opened, 

whether we can guide ourselves with reason and truth instead of follow

ing blindly the Eastern and Western "sages.” If the affirmative can be 

maintained, we are not incapable of undertaking the task of the economic 

reconstruction or the development of our country and vice verse.. If our 

slavishness or blind obedience is a habit formed as a result of the 

influence of passive philosophy, we are able, as the same distinguished 

psychologist, Dr. Sou {who just points to the slavish trait of us)̂  tells 

us, to shake it off, though this may take a long time and serious effort. 

If slavishness is our nature endowed by the order of Providence,^we will 

be hopeless and incapable of undertaking the task of economic reform. 

Thanks be to the modern psychologist, the behaviorist, who has spoken the 

final word on human nature, that it is nothing but a number of habits 

which are formed by us but not endowed by Providence.^

Since slavishness and blind obedience is not our nature, but our habit, 

we may open the eyes of Confucian and Taoistic scholars, break their old 

1lbid.. p. 6. A more complete study of the subject is given in Dr.

Kou’s Psychology and Heredity.
2A tribute is, however, paid to the Chinese by B. L. P. Weale, who 

says, "Ho matter in what walk he may be, the Chinaman, man to man, can 

rate himself the equal of all other men." Cf. Weale, The Truce in the 

East and Its Aftermath, p. 537•
 ̂J. H. Randall, Jr., The Making of the Modern Mind, pp. 496-505. He
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habits, and give them the new light of reason and truth instead of the 

sacred canons. If reason and truth reveal a better solution of the 

problems of virtue and Tao, there is no reason why Taoism and Confucian

ism should remain stubbornly as an obstacle in its way. If the economic 

prosperity brings well-being to society (Mohist goal), elevates the 

standard of morality (Confucian goal), lightens the labor and shortens 

its hour's (Taoistic goal), such a prosperity ought to be welcomed, —  

by these philosophers themselves — , for it helps them reach their goals.

A better solution has already been revealed and worked out with gratify

ing results in the Y/est. Smith tells us not to take virtue and Tao too 

seriously, but let self-interest guide us to social well-being, which, 

as the English and the American standard of morality proves, would help to 

raise the moral standard instead of, as the Confucian and the Taoist 

believe, lowering it. If selfishness —  perhaps not very selfish —  would 

bring us well-being, the material basis of higher virtue, the Confucian 

should not hold the erroneous view that no poison should be used, even 

though the poison is the only most efficient means for curing his disease 

and restoring his health, so that he, instead of premature death, can 

devote his remaining years to producing and cultivating virtue. We may 

therefore safely presume that we will listen to reason and truth as soon 
as we learn that a little poison or a littlio selfishnes may be used for 

bringing*well-being and promoting virtue instead of sowing the seed of 

evils. Here one can see that we are hesitant to open our eyes^because 
gives a short non-technical account of the antagonistic psychological 

schools with the conclusion which favors behaviorism.
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we see through the Confucian and the Taoistic glass, that material 

prosperity is a hindrance to moral advancement instead of an economic 

base on which character and personality may be built more firmly. Y/hen 

it becomes clear to us that prosperity and virtue are not in conflict, 

economic progress in China is assured. Unfortunately the road is not 

yet clear for modern methods of efficiency; for, with the exception of 
a few, the majority of the people can not seel but listen —  unfortunately 

listen to the moral-sounding sentimental appeals that material progress 

or modern capitalism is in conflict with virtue. It may take, sooner 

or later, years of education to open their eyes and lay' the firm founda
tion for the economic development in China. More important than any

thing else is the wide spread of the elementary principles of economics

as a preventive measure against the sentimental appeals and as a prelimi-
2nary step towards economic progress in the near future. In the meantime 

the economic-motive-killing Tao and virtue, the dangerous enemies to 

economic progress, may give way to the modified moral economics, namely, 

Mencius' welfare economics, if we are not going to follow' Smith completely. 

The advices of the wise men in the East and the Y/est on the road to an 

economic optimism may be summarized as follows:
*Tien Ih. "China's Revolution." the Nationalist Bi-weekly, Nos. V, VI 

(Sept., 1527), p. S.
Sfith the Confucian trait of the Chinese, they, like Confucius, are 

more anxious to think of the practical measure and pay little respect 

or attention to abstract theory. There are numerous periodicals on eco

nomic problems and information published by the Chinese Government and



www.manaraa.com

'4mjA ^ 4 U k W
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Note; To Smith, both interests, like two sides of the same p«le, 

move harmoniously, though in different directions, without con

flict. To Mencius they move harmoniously when they alone are 

playing. But if a third one, virtue, demands, either one inter

est or hoth interests should concede. To Confucius, hoth inter

ests should obey virtue^for they are in conflict and never meet 

without the interference of virtue. To Laotse, public interest 

must give way to private; and, to Modih, vice versa and they 

can never harmonize spontaneously.
The advices of Confucius and Laotse have been locked in our heart so 

deeply and so long that even if they could be won over by sentimental and 

private institutions. But there is not yet a single periodical devoted 

to economic theories.
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"coquettish appeals" for a while, their imprint can never "be erased "by 

anything except a sincere effort to make a thorough understanding of 
their nature and introduce new amendments from time to time in a har-

Smith or Mencius, the course of the Tao and virtue will not he seriously 

disturbed, but a hopeful economic optimism, instead of the Confucian and 

Taoistic bankruptcy, can be assured, Why will the Chinese not concede, 

if we can have their eyes opened? Why will we be hopeless? Why can 

we not have our economic conditions improved, our capital accumulated, 

and efficiency increased? What a far-sighted Chinese should really worry 

about is that our old morals and institutions will give way completely 

under the approaching sway of interest-philosophy.

Contrasts between the Western and the Eastern Economic Thought. —  So 

far v;e have discussed the economic philosophies of Taoism and Confucian

ism as well as their influence and effects on our economic life. We may 

here further summarize the results of our investigation which mark a 

striking contrast with Western economic thought. This is, indeed, a lon^-

felt need that has not been yet supplied. There are only two systematic 

treaties on some phases of the Chinese economic thou^at;and they make no 

attempt to take the question into consideration. Dr. Chen, the first 

pioneer, bases his book on the arrangement of a general text-book on eco- 

'Kau, op. cit., pp. 6-®. "If the social habits acquired from and formed 

by the influence of the old social system, education, and culture are not 

gradually changed in advance of the approaching radical economic recon

struction and social transformation, our failure is certain."

monious manner. Now we have found that if we follow the advices of
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nomics. So there is no reason for him to contrast with the accepted 

theories; for his aim is to show that Confucians have made some antici

pations that are virtually in harmony with the accepted modern theories 

in substance. Dr. K. W. Shaw’s Democracy and Finance in China takes 

the same attitude, though in freer manner in its arrangement. His work, 

to use the words of Seligman "shows us that there is nothing new under 
the sun and that many of the ideas which we have considered as original 

with Western thinkers and statesmen are to be found in more or less de

veloped form in their Eastern predecessors." Probably there is also 

nothing new in the Chinese economic thought, but there are some striking 

contrasts between the East and the West which we will iramfdiately examine. 

They are;

A. Virtue vs. Justice.

B. Ethical Interpretation of History vs. Economic Interpretation.

C. Moral Laws vs. Economic Laws.

D. A Nev; Socialism.

Virtue vs. Justice. —  When liberty or freedom is stamped under foot, 

property recklessly plundered, life mercilessly destroyed, and "-dogs eat 

the flesh of men," there always rise from the mass the nev; leaders like 

Buddha, Confucius, and Christ in the Eastland those like Montesquieu, 

Lincoln, and Napoleon in the West. The former appeal to virtue, the lat

ter to justice. The former are peaceful and obedient, the latter warlike 

and rebellious. The former teach us how to bear the oppressor’s yoke, 

the latter to shake it off. The former patiently wait for the coming of 

the Utopia, the latter energetically pave the way and build the bridge
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towards it.

When China suffered severely from the disastrous wars incessantly 

carried on among the feudal princes and the Jews were under the Roman 

oppression, no Napoleon or Montesquieu would raise the foolish question 

that our salvation might he found somewhere "beyond war or revolution.

The men who preached how to bear the sufferings and to love the enemy 

will certainly have been regarded either as a betrayer or as a slave 

by nature, were they born in the West instead of the East. Throughout 

the history of economics there is probably not a single economist —  

nay, not a single passage —  that instructs us to be satisfied vdith the 
exploitation of our distributive shares and to love those who exploit 

us. Still more absurd to them is the thought that such foolish and 

slavish self-denial would lead us to salvation instead of a miserable 

suicide.

On the contrary, it is a happy suicide —  a suicide where salvation is 

realised. One who has read the Chinese history laiows the truth. It is 

really more important than interesting to note that China, with a popula

tion a hundred times bigger, wealth a thousand times larger, and a civi

lization miles higher than that of her poor barbarian neighbors, was 

conquered and ruled by them for several hundred years. Of course, no 

Western nation can stand such a disgrace. But one by one as they came 
into China with arms, they went out with a tender heart and the Chinese 

virtue which subdues them to the Chinese forever. Without the Chinese, 

we can hardly tell what a menace to the world could be the Tartars, who 

conquered China, crushed Russia and plundered into the heart of Europe
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like horrible lions.1 Even more undefeatable are the Jews, who, with pas

sive resistance, have survived all kinds of oppression and remained as 

jews throughout the world, except in China where the magic of virtue has 

won the persistent Jewish hearts vhich force and oppression have failed
pto subdue. Although the Chinese have made the Jews poor and miserable 

like themselves, jet they love each other and are united in one family.

In comparison with the descendants of the Tartars and the Jews in the 

prosperous Western world, the Mongolians and the Jews of China may seem 

to have committed aaeconomic and intellectual suicide —  only it is a 

happy suicide.
A study of the social structure of the Chinese will tell that almost

every Chinese is subdued by virtue instead of being ruled by the lav; or

guided by justice.^ China had no police force in its modern sense. We

had no legal study and little legal knowledge. There was not a single

government official —  not even a lawyer —  in the villages and towns with

the exception of a few places of peculiar importance. Mist guides us in

social intercourse and economic dealings is our vague conception of virtuê ,

which is itself better and stronger than law, contract, and justice.4 The

'J. H. Eobinson and C, A. Beard, Outlines* of Eurouean History. Pt. ~li
(1916), pp. 75, 74.
2In Eaifeng, the Jewish colony in China, the Jews have long lost their 

identity as the Jews.

•̂ Morrison, "The Spirit of the Chinese Laws," The Chinese Eenository 

(18J1-1847), Vol. Ill, pp. 421-423.
AH, 0. Taylor, Ancient Ideals, Vol. II, p. 4 9 .
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early foreign traders in China made a serious mistake in trying to ne

gotiate with the Chinese government for protection of life and property 

and commerce "by the definitely stipulated treaty, which, according to 

the Chinese, was not necessary for the man with virtue. The Chinese 

were scornful to contractntreaties of whatever nature, which would bind 

them to fulfill the promise. They would break anything except their 

verbal promise, which is "more binding than the contraj written on the 

leather." Nov; such a society without the lav; and public authority and 
a definite standard to enforce justice and to protect property and life 

can hardly be kept in order unless virtue is the ruling force.

Ethical Interpretation of History vs. Economic Interpretation. —

China is a society ruled b y  virtue, with economic dealings, social inter

course, political system, and educational institutions all based on virtuê  

Y/hat a shock to Earl Marxl How would he dispense with the ethical hin

drance to the Scientific Socialism? If the evolution of society can only 

be explained by the economic interpretation, what, then, explains the 

historical development of a society resting on the ethical base. What 

will give rise to capitalism, if the Chinese society remains separated 

from the rest of the world, untouched by modern civilization and devoted 

to Confucian and Taoistic ideals? Will there be any class war, conflict 
between labor and capital, concentration of production, etc.? Would 

the Confucian and the Taoist patiently wait for the ultimate collapse 

of the capitalistic system of production or immidiately take steps to 

check the progress of capitalism? Hov; could Scientific Socialism come 

'true if the Taoistic advice of self-sufficiency and the Confucian advice
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on the "five relations," not to mention other obstacles, were strictly 

observed? Yftiat can be exploited from the poor but self-sufficient Taoist? 

The Confucian, if he is rich or if he is poor, sticks to the same princi

ple and is not to be changed by the change of his economic conditions. He 

is cautioned against seeking for more profitable employment in any manner, 

if it is in conflict with his more important ethical duty, such as the 

"five relations," the Confucian command that "one should not travel far 

while one’s pa,rents are living,"^etc. Can a Confucian leave his five 

relations or his living parents as freely as Marx thinks, although the 

industrial centers offer him more opportunity? Can a Confucian sell his 

farm (a disgrace to the family and an unfilial act on the part of the 

seller) or desert or lay it v/aste {a sin and sometimes a crime) as freely 

as Marx thinks?
The conflict of the economic and ethical interpretations make it possi

ble for us to draw the following conclusion. Granted, that the economic 

interpretation is valid, there is an equally —  probably more —  valid 

ethical interpretation. It shows that there is at least more than one 

interpretation of history. The ethical interpretation adds a nev; proof 

against the economic interpretation.

Moral Laws vs. Economic Laws. —  The third striking constrast between 

the Western and the Eastern economic life is that, since the Easterner 

is blind to economic laws, he would find the solution of economic prob

lems in moral instead of economic laws. Economic laws as well as any 

other laws in social sciences were "never scientifically studied" in China, 

*Confucian Analects, p. y5.



www.manaraa.com

229

The only effort made was to find an ethical solution —  or ethical lav;.'

The superior man as well as "a strong emperor may assert his own will, 

and, given a suitable opportunity and a justifying emergency, may over

ride the constitution as Abrahara Lincoln did under similar circumstances,.
2 3.." The law may be violated for the sake of mercy and benevolence.

Thus when economic law's require us to do this, we on the contrary, do

what is against it even with the result of economic loss and disadvantage.

Many a Westerner —  of course not the Western economist —  is greatly

puzzled with the "economic China” and is, unfortunately, led by false

impression to conclude that China is hopeless, because what has made the

West prosperous only gives China more trouble. "The present economic
4China," according to him, is "an exception to.. .economic lav;."’ But the 

true question here is that the force of economic lav/s is mitigated by 

the predominating moral force, not that China is "an exception to eco

nomic lav;." It is not that economic laws would cease their operation in 

China, but it is that we disobey them. The striking fact that, for such 

disobedience to economic laws, we are duly punished with economic calamity 

misery, and poverty^will sufficiently explain that they are equally ef

fective in China. We may here give a few examples to illustrate the 

^Yen Fuh, "A Historical Account of Ancient Political Society in China,"' 

The Chinese Social and Political Science Review. Vol. I, No. 4 {Dec.,

1916), p. 18.
Ĥ. B. Morse, Trade and Administration of the Chinese Ihtpire, p. 51. 

^Williams, op. cit,, Vol. I, p. > •
4Lee, Economic History of China, p. 22,
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conflict of moral and economic laws, such, as, the "chop-head" policy's 
conflict with the quantity theory and the law of demand and supply.
If excessive inflation makes it impossible for the paper money to main
tain its face value, the trouble-makers, namely, the virtuless banders 
and money-exchangers, are to blame, With utter disregard the amount 
of money needed for circulation, the moral lav; would raise her hand to 
interfere v/ith the economic law by "killing one to threaten one hundred” 
persons, thus getting rid of the virtuless trouble-makers with no other 
justification than giving the public immediate relief. If rice is scarce 
and its price high, the trouble-maker is the rice-merchant. The authority^ 
with the public benefit in mind, would adopt the same efficient "'chop-head*' 
policy of killing the most virtuless and fixing the official prices with 
no regard to whether the merchant has to sell below cost or not. With 
such moral measures, a little financial difficulty may engender a serious 
panic or crisis extending wider and wider to the fields of commerce and 
industry with the increase of more and more moral measures. It is need
less to point out numerous instances where the force of economic laws is 
rendered inconceivable for a while by the more predominating moral lav/s, 
ultimately bursting forth in a more dangerous manner rendering us more 
incapable of finding its cause which lies deep in a long series of moral 
and economic conflicts.
A New Socialism. —  Y/ith the habitual sentimental heart of the Chinese 

who seem to be more thoroughly prepared for the moral-sounding appeals 
than for the disinterested, cold, and passionless economic principles, 
the sentimental socialist or propagandist seems favored with a more genu
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ine welcome in China. The Chinese, especially the Confucian, are more or 
less Socialistic if we take Socialism as a doctrine which favors re- 
appropriation of the means of production and the distributive shares 
against the existing social order. To take from one’s distributive share 
to help the other, or to confiscate one’s property, which is immorally, 
though loyally, used, is justified by common consent. The "‘chop-head'’' 
policy is strikingly Socialistic. Socialism, though it is v/elcome, may 
lose all its economic and "’scientific"’ significance in the shadow of 
"virtue" in China. Even Marx is regarded as an ethical instead of a 
scientific Socialist from the Chinese viewpoint.*

Inasmuch as the Chinese give more attention to moral than economic laws 
or principles in economic theory, we shall not overlook the marked con
trast between the Eastern and the Western Socialism. Y/ith the exception 
of the Scientific Socialism, all kinds of Socialism in the Y/est, like 
that in China, are more warm-hearted and sentimental than the abstract 
and cold and disinterested economic theory. But both can still be dis
tinguished. YZhile the Western Socialists approach the problem of social 
reform from the standpoint of production, exchange, and distribution; the 
Chinese, more in common with the Communist, approach it from that of con
sumption. We pay little attention to who controls the means of production 
but we will require of him to distribute his consumption goods to those 
who have not sufficient for a bare subsistence. We do not touch his farm 
or factory, but we wall dispose of the product of his farm or factory 

The main purpose of Dr. Kou’s article on "Ts Marxism Scientific?"' 
is to po’nt out that it is not scientific but ethical.
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according to our peculiar moral system. This is the Chinese Socialism 
before it is mixed with the maliciously and blindly misconstrued Social
ism, Communism, Bolshevism, etc.
A few words to describe the merits of the Chinese Socialistic system 

may not be entirely wasted. The menace of the capitalist to society lies 
3e.?s in his control of the means of production or his exploitation of 
labor than in the reckless consumption of his wife and children and their 
indulgence in idleness and luxuries, ouch r.s, the canary rollers, choppers, 
end Pekinese of society women, which are housed in beautiful cages r-n7 
gorgeous bed-rooms and attended by more intelligent melds and valets than 
the regular domestics. 7,hat will the capitalist do with the income from 
his capital if he is not required by Confucianism to help others end to 
store up for future consumption, or not compelled by Y.’estem institutions 
to spend lavishly on his wife and household? Most likely he, especially 
the iVestern capitalist, would invent it, thus increasing the capital or 
"wage-fund" that would otherwise be destroyed in reckless consumption. We 
may here agree with Modih that the capitalist mcy benefit society more thm 
the Confucian or the Taoist, provided he is economical in consumption.
The Socialism of the Chinese —  a Socialism not so much in conflict with 
the present economic order, individual initiative, and modern efficiency 
in production*-is probably the most feasible Socialistic project ever 
proposed. Ihe V/est has searched for social amelioration through produc
tion and distribution, and the logical unexploited field left is consump
tion; while the East, through distribution and consumption, and that left 
unexploited is production. Probably the Western Socialism, hardly rec
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ognized in the West as very feasible, has much to learn from the Chinese 
Socialism, while the Western economic theory will ultimately open the 
closed eyes of the Chinese and lead them to economic progress.
With the advance of modern economic theory, the enemy of our moral 

system, the foundation of our economic philosophies that are based on 
our sages’ teachings v . i l l  be shaken. The faithful labor of many thousand 
years’ blind obedience tc the suicidal economic philosophies will ulti
mately give way to the Western philosophy of economic optimism. We are, 
like the unfilicl sons, going to tear down our father’s house, which took 
him many efforts to build for us, with the hope that we would live in it 
with pride and affectionate memory from generation to generation. This 
cup is too sad for us to take unless we will be compensated for the great 
sacrifice with an equally great reward. Thanks be to the Western econo
mists, we are so richly rewarded for our sacrifice of moral economics 
with the handsome gift of economic science, which the Physiocrats and 
Smith systematically began to build, and which has been enlarged, improved/ 
and refined by the faithful and intelligent labor of thousands of econo
mists, and is finally left to ths world as a common gift without any dis
tinction of color, race, and nationality, although we have no ri^it to 
claim as the legitimate heir —  not even the adopted son —  to this great 
fortune.

THE EHD
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