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Modernization Transformation of Traditional Finance from
the Perspective of the Shanxi Bill Firm:Comparison
with the Development of the Bank of England

YAN Hong-zhong

(School of Economics, Shanghai University of Finance

and Economics, Shanghai 200433, China)

Abstract: The establishment and development of the Shanxi bill firm is the significant innova-
tion in the course of traditional financial development in China, representing the self-development
and evolution path of Chinese financial system. In the development process of Shanxi bill
firm, there has been development factors similar to the Bank of England, namely partici-
pation in government public finance and strategic interaction with the government in the fi-
nancial market, such as the agent for the treasury, issue certificates (notes) and the role
as the central bank. But owing to the differences in the relationship between officials and
businessmen, public credit and property rights, the mode of the combination of officials
and businessmen in the Shanxi bill firm did not form a new stable equilibrium and effective
institutional arrangement and thereby could not promote the establishment of public fi-
nance and new financial system, and the modernization transformation of the Shanxi bill
firm failed. It shows that public credit, the transformation of government function and the
way of the government’s involvement in financial markets not only determine the change
and transformation of financial system, but also become the foundation and guarantee of
the well-ordered operation of modern financial markets.

Key words: the Shanxi bill firm; the Bank of England; financial development; fi-
nancial modernization
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