o 15
Capitalists Choosing

Communist China:
The Liu Family of Shanghai,
1948-56

Sherman Cochran

IN THE WAKE of the Communist revolution of 1949, the
overwhelming majority of China’s elites who had the means to escape
from China did not flee. In the early 1950s, many chose to return from
abroad, including engineers and scientists (like the seventh son of the
Ye family in Chapter 13, Joseph Esherick’s chapter) and social scientists
and literary figures (such as Lao She, who is mentioned in Chapter 9
by Perry Link). Even many officials who had been serving in the Na-
tionalist government’s diplomatic corps went home. Why did those
who had the option of emigrating choose to stay or return? The moti-
vations of all elite emigrants and returnees who faced this question are
worth exploring because of their potential as leaders with access to
power in the newly founded People’s Republic. This chapter focuses on
one portion of the elite, Chinese capitalists, and more specifically on
one leading family, the Lius of Shanghai. With the coming of the rev-
olution, why did they, as capitalists, choose to live in China under com-
munism?

Those who have addressed the question of why Chinese capitalists
stayed in China have generally explained the decision by attributing it
to nationalism or transnationalism. Among the advocates of the na-
tionalist interpretation, surely the most widely discussed is Mao Ze-
dong. On December 25, 1947, at the height of the Chinese civil war,
Mao envisioned “genuine national capitalists” as the ones who would
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contribute to the “new democratic national economy” of China after
his Communist forces ousted Chiang Kai-shek’s Nationalist govern-
ment and took power.! Less than two years later, in 1949, when Mao
claimed victory and established a new government, the Communist
Party began to use Mao’s terminology to separate capitalists into two
groups: “national capitalists” (mzinzu zibenjia), who were regarded as pa-
triotic and were encouraged to stay as citizens of the People’s Republic,
and “comprador bureaucratic capitalists” (maiban guanliao zibenjia),
who were not eligible for citizenship because they were said to be in
league with foreign imperialists and corrupt officials. Since then
scholars in China have continued to make this distinction and have ar-
gued with each other about whether Chinese capitalists at all points in
modern history deserve to be praised as nationalists or condemned as
compradors and bureaucrats.’

Outside China, scholars have explained Chinese capitalists’ decisions
to stay or leave the country in 1949 by shifting attention from their na-
tionalism to their transnationalism. In his aptly titled book Emigrant
Entrepreneurs, Siu-lun Wong has analyzed the complex motivations
driving Chinese industrialists to leave their cotton mills in Shanghai
and move to Hong Kong during the Communist revolution of 1949,
and he has noted that “it was not uncommon for the members of one
family to go their separate ways,” with one or more staying in China
while the others went abroad.> Recently Parks Coble has endorsed
Wong’s point and added historical nuance to it. In Coble’s view, Chi-
nese capitalists made decisions to leave or stay in China in 1949 on the
same basis as they had done at the beginning of the Sino-Japanese War
of 1937-45 (which is the subject of Coble’s book). “Businessmen re-
sponded in 1949 as many had in 1937 and 1938: disperse the family and
resources, divide the risk,” which meant, in 1949, that capitalist fami-
lies kept some members at home in China and sent others abroad to
Hong Kong, Southeast Asia, or the West, forming a transnational net-
work for each family and family firm.*

Were the Chinese capitalists who chose to stay in China nationalists
or transnationalists? Neither of these seemingly contradictory hy-
potheses has been tested in empirical research, and at best each rests on
Chinese capitalists’ retrospective reconstructions of their nationalism
and undocumented references to their transnational “overseas connec-
tions.” The aim of this chapter is to evaluate nationalism, transnation-
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alism, and other motivations of Chinese capitalists for staying in China
mainly on the basis of an extraordinary family archive.® The private
letters, memoirs, and other documents in this collection, all written by
members of the Liu family, hold revealing clues about why they left,
stayed in, or returned to China at the time of the Communist revolu-
tion in the late 1940s and early 1950s.

Leaving China

In 1948 and 1949, the head of the Liu family, Liu Hongsheng
(1888-1956), changed his mind more than once about whether he and
his family would live in China. By then he was in his sixties, and he had
become one of China’s leading industrialists, with major investments in
manufacturing plants producing matches, woolens, cement, and bri-
quettes.” As he brooded about whether to relocate his family and his
vast assets, he was aggressively courted by both Chiang Kai-shek’s Na-
tionalist government and Mao Zedong’s Communist forces, which
waged battles against each other in the final stages of the Chinese civil
war of 1946-49. Right up to the last year of this war, Liu remained
aligned with Chiang and the Nationalists.

Disillusionment with the Nationalists

Even after the Communists mounted their decisive offensive in the fall
of 1948 and the Nationalist forces began to retreat southward in China
and then flee to Taiwan, Liu seemed prepared to continue to follow
Chiang Kai-shek. Since the 1930s he had known Chiang as a fellow na-
tive-place associate from Ningbo, and he had held several positions in
the Nationalist government. In 1932-34, he had been the director of
the state-owned China Steam Navigation Company, and in 1936-37,
he had served as head of the Chinese National Joint Production and
Sales Union for Matches, a state-sponsored cartel. During the Sino-
Japanese War, Liu had moved from coastal Shanghai to Chiang Kai-
shek’s wartime capital, Chongqing, in western China, where he had
opened new industrial enterprises manufacturing woolens and matches
and had presided over the government’s cigarette and match monopoly,
which was under the Ministry of Finance.® More recently, since re-
turning to Shanghai at the end of the war in 1945, he had served as the
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government’s chief director of the Chinese National Relief and Reha-
bilitation Administration and director of its Shanghai regional office.
After thus following Chiang from Shanghai to Chongging in the late
1930s and early 1940s and then back to Shanghai in the mid-1940s,
why would not Liu follow him from Shanghai to Taiwan in 1948 and
1949?

In 1948, Liu took steps that seemed to commit him and his family ir-
revocably to a future in Taiwan. First he paid visits to Taiwan and the
United States, and then he sent his fourth son (who had served as his
right-hand man in Chongqing during the Sino-Japanese War) to
Taiwan to open “a back way out.” Before making the trip, Fourth Son
collected gold, silver, and jewelry from his parents, brothers, and sis-
ters and shipped these valuables to Taiwan on a boat belonging to the
Zhongxing Navigation Company. Once there, he invested the family’s
wealth in large amounts of real estate and made preparations to open
two new factories, a candy mill in Taipei and a chemical plant in Kao-
hsiung. Before returning to Shanghai, he left responsibility for man-
aging this property in the hands of two of his brothers, American-
educated Fifth Son and Japanese-educated Seventh Son, who took up
residence in Taiwan at the time.’

Liu Hongsheng had barely made these substantial investments in
Taiwan before he began to reconsider moving there. His doubts arose
because of his experience with the Nationalist government’s currency
reform in Shanghai during the fall of 1948. Chiang Kai-shek intro-
duced this reform as an attempt to halt runaway inflation and raise tax
revenue, and in Shanghai it was carried out by Chiang’s son, Chiang
Ching-kuo. For two and one-half months between August 19 and
October 31, 1948, Chiang Ching-kuo froze prices and appealed to
Shanghai’s capitalists to submit not only their old Chinese currency but
also their gold, silver, and foreign currency in exchange for a new Chi-
nese currency, the gold yuan.

Initially Chiang Ching-kuo tried to win Liu Hongsheng’s support
for the gold yuan reform by using a soft sell. He invited Liu to the
Huizhong Hotel on Nanjing Road in Shanghai’s Central District, ad-
dressed him as “uncle,” and coaxed him into volunteering to turn over
his gold, silver, and foreign currency for the sake of recovering stability
and financing the war against communism. When Liu did not comply
within the next day or two, Chiang took a hard line. He claimed to
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know what Liu’s holdings were, and he threatened to punish him under
martial law if his precious metals and foreign currency were not deliv-
ered to the Bank of China within three days. Meanwhile Chiang pub-
licly attacked all of Shanghai’s big, wealthy capitalists whom he re-
ferred to as “traitorous merchants.” As he put it on the third day of his
anticapitalist crusade, “Those who disturb the financial market are not
the small merchants, but the big capitalists and big merchants.” After
his meetings with the Lius and other Shanghai capitalists, he con-
cluded that they were friendly to his face, “but behind one’s back there
is no evil that they do not commit.”!°

Chiang’s threats threw a scare into Liu Hongsheng, especially after
the Nationalist government began carrying them out. Within the next
few weeks, several uncooperative capitalists were arrested, with bail set
for each one as high as U.S. $300,000 or even U.S. $1 million, and one
of them was sentenced to death. According to Liu’s fourth son, Liu
Hongsheng was frightened into redeeming eight hundred gold bars,
several thousand silver dollars, and U.S. $2.3 million in exchange for
the new gold yuan currency at the Bank of China. Within the next few
weeks the Lius and Shanghai’s other capitalists were appalled by the
outcome of the reform as the gold yuan currency became virtually
worthless.!!

On October 31, 1948, the Nationalist government admitted that the
gold yuan reform had failed and revoked the price controls that had
been introduced two and one-half months earlier. Chiang Ching-kuo
publicly apologized to the people of Shanghai, although even then, as
a parting shot at Chinese capitalists, he expressed the hope that the
people would “not again allow traitorous merchant-speculators, bu-
reaucratic politicians and ruffians and scoundrels to come and control
Shanghai.”!?

Liu Hongsheng was deeply disturbed by the failure of the gold yuan
reform and Chiang Ching-kuo’s treatment of Chinese capitalists, and he
was not alone. According to Lloyd Eastman, “Most people thereafter
abandoned all hope for economic recovery; the failure of the reform
seemed to demonstrate that the National Government was totally
without resources to control the inflation.”" Liu Hongsheng shared this
view, and he ceased to envision any role for himself and his family mem-
bers in Taiwan. Under the Nationalist government, he soberly told his

children at a family meeting, “Taiwan would not be a safe place.”*
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Skepticism toward the Communists

If not following Chiang to Taiwan, would the Liu family remain in
China under Communist rule? In early 1949, as the People’s Libera-
tion Army (PLA) swept southward from the northeast and descended
on Shanghai, Liu Hongsheng and his family began to receive assur-
ances from the Communist Party. If the Lius would stay in Shanghai,
they were told, then after the PLA took over the city, their safety would
be guaranteed and their factories would be protected. The Lius first
heard this message within their own family meetings from Liu Hong-
sheng’s sixth son.

Liu’s sixth son insisted that all members of the family should remain
in Shanghai and become committed to the Communist cause. He had
been a party member since joining Mao at the Yan’an base area in
1938, more than ten years earlier, and he had secretly served as an un-
derground agent in the fight against the Nationalists. (His party mem-
bership did not become public knowledge until the fall of the Gang of
Four three decades later in the 1970s.)° Initially he seemed to stand
alone as the only one proposing to keep the entire family together
in Shanghai under Communist rule. Eventually in March 1949 he
brought a classmate to a family meeting, explaining that this man was a
Communist Party member who could speak authoritatively about the
party’s policies and plans.

Previously known to the family as Wang, this agent’s real name was
Dai De, and after Sixth Son revealed his identity, Dai explained in de-
tail the party’s policy of “promoting production, achieving economic
prosperity, taking care of both state and private enterprises, and bene-
fiting both employees and employers.” He urged all of the Lius to stay
in Shanghai, and he promised that the PLA would guarantee the Lius’
safety and factories as soon as it took over the city. He followed up by
visiting Fourth Son three times and urging him to work with the Com-
munists to protect the Liu family’s factories from sabotage by re-
treating Nationalist troops. During these last months before the PLA
took over Shanghai, the Communists repeatedly urged the Lius to stay
there in radio broadcasts to the city.!6

Except for Sixth Son, the members of the Liu family were skeptical
of the party’s claims. Liu Hongsheng had met and chatted with Mao
Zedong and Zhou Enlai twice each in Chonggqing during the Sino-
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Japanese War, and he had been favorably impressed with them as ap-
proachable and self-confident leaders, but he was still wary of the party
and its policies toward capitalists. In the spring of 1949, after hearing
Sixth Son and Dai De present the case in favor of Communist rule, he

told his family, “The Communists will never be our real friends.”!’

Flight to Hong Kong

In the spring of 1949 on the eve of Communist takeover of Shanghai,
Liu Hongsheng weighed his options. In light of the abysmal outcome
of the Nationalist government’s gold yuan reform, he ruled out emi-
gration to Taiwan, and despite Sixth Son’s assurances, he remained
skeptical about keeping the entire family and all of its assets in Shanghai
under Communist rule. As a third alternative, he proposed to move
part of the family and its business to Hong Kong and leave the rest in
Shanghai. According to Fourth Son, all family members except Sixth
Son endorsed this decision, and they took as their motto one of Fa-
ther’s favorite English sayings, “Don’t put all of your eggs in one
basket.”#

As Liu Hongsheng and his family deliberated over the decision
whether to leave or stay, they came under close surveillance from Na-
tionalist government officials who became suspicious of them for not
leaving Shanghai sooner. In March 1949, Chiang Kai-shek ordered the
Shanghai city government to organize the Committee for the Defense of
Shanghai, and Liu Hongsheng was appointed to it. From then on, ac-
cording to Fourth Son’s memoirs, Liu Hongsheng was monitored
closely by Chen Baotai, the head of the Shanghai Social Bureau. In May
1949, during the last days before the PLA reached Shanghai, Liu re-
ceived a telephone call from Chen every hour of every day. Then on
May 22, 1949, three days before the PLA’s Third Field Army took over
the city, Liu was ordered to attend an emergency meeting in Guangzhou
with Chiang Kai-shek. Given no prior notice, he was picked up by Chen
Baotai and three armed men who drove him to the airport and escorted
him onto a private plane that was chartered for this flight. As recounted
by Fourth Son, this sequence of events was “like a kidnapping” by the
Nationalist secret police. Only after he was forced to fly out of Shanghai
and was held against his will in Guangzhou did Liu escape from the Na-
tionalists and flee to Hong Kong."
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In light of Liu Hongsheng’s preparations for his trip to Hong Kong,
it seems unlikely that he traveled from Shanghai to Guangzhou and
Hong Kong as involuntarily as Fourth Son indicated in the account
given above. As early as April 1949, more than a month before he was
supposedly forced to fly from Shanghai to Guangzhou, he had corre-
sponded with the Central Air Transportation Company about ar-
ranging his own flight between these two cities. In the same month, his
top business associates from outside the family, two cousins named
Cheng Nianpeng and Hua Erkang, had smuggled to Hong Kong for-
eign currency, finished products, and raw materials valued at U.S.
$5 million. Then in early May, Cheng and Hua themselves had boarded
a plane in Shanghai that was bound for Hong Kong. When workers
from the Lius’ Zhanghua Woolen Mills had tried to stop Cheng and
Hua from leaving Shanghai, Liu Hongsheng had calmed down the
crowd by promising that Cheng and Hua would not remain in Hong
Kong for long. As it turned out, Liu joined his two business associates
in Hong Kong only a few weeks later on May 24, 1949, and Cheng and
Hua never returned to Shanghai.?® Whether or not Liu Hongsheng
was coerced by Chiang Kai-shek into leaving Shanghai, he seems to
have severed his ties with the Nationalist government, and he did not
visit Taiwan at this time or ever again.

Contingencies

Liu’s decisions in May 1949 not to leave Shanghai for Taiwan under
Nationalist rule and not to stay in Shanghai under Communist rule in-
dicate the range of his options and the volatility of his situation. As
Nara Dillon has pointed out in Chapter 4 of this volume, other Chi-
nese capitalists also fled or contemplated fleeing from Shanghai at this
time, and compared to the others, Liu had as much or more financial
and cultural resources to secure a future for himself and his family any-
where in Asia or the West. Prior to 1949, he had spent twenty years ed-
ucating his children abroad. In 1929, he had sent three of his sons to
England, where they had earned degrees at Cambridge University in
the 1930s, and subsequently he had given overseas educations to the
rest of his twelve children except one, a son with severe learning dis-
abilities. Besides sending three sons to England, he had educated one
daughter there, and he had provided educations for three other sons
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and a daughter at colleges and universities in the United States and for
two other sons and a daughter at colleges and universities in Japan. And
yet even with his money, technology, Western- and Japanese-educated
children, and other movable assets, Liu had great difficulty deciding
where to go in 1949. His arrival in Hong Kong on May 24 still did
not settle the issue, for he continued to wrestle with the question of
whether he should stay in Hong Kong or return to China.

Returning to China

In November 1949, Liu Hongsheng was persuaded to return to
Shanghai by members of his family and top leaders in the Communist
Party. During his six months in Hong Kong, May—-November 1949, he
was torn between returning to them or remaining in Hong Kong,
where his eighth son was due to arrive from the United States in mid-
November. Caught in a tug of war, he had “his legs pulled apart” by the
Shanghai group and the Hong Kong group until he finally reached a

decision.?!

Family Pressures

Despite the civil war, revolution, and turmoil, Liu Hongsheng’s family
in Shanghai never lost touch with him during his six months in Hong
Kong. Fourth Son kept him fully informed of business matters, and as
early as June 4, 1949, only two weeks after Liu Hongsheng had left
Shanghai, Second Son appealed to him to come right back. “Father,”
he wrote in a letter to Hong Kong, “I have heard that you have deci-
sively broken all ties with the [Nationalist] politicians in Guangdong
province, and that makes me very happy. Your home is here in Shanghai.”
In the wake of the Communist takeover of Shanghai, Second Son ac-
knowledged that the city had been through a crisis, but he maintained
that it “had weathered the crisis without too much destruction,” and he
blamed the losses that did occur squarely on the Nationalists. “It’s ter-
ribly painful to recall the wanton destruction of our property at the
hands of the Nationalist troops before their retreat. Our rubber factory
was a typical example.” But according to Second Son, the wild and de-
structive Nationalist forces had now been replaced by well-disciplined
Communist troops who were as good for Shanghai as the Nationalist
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troops had been bad. “There’s no comparison between soldiers in that
kind of [Nationalist] army and those in the PLA. They are two entirely
different kinds of human beings.”*?

Within two short weeks since the PLA had marched into Shanghai,
the new government had already won over the city’s “common people”
(laobaixing). Second Son wrote to his father, “The city’s common
people have concluded that the new government is a good government
because it is lenient, extremely clean, hard working, down to earth, pa-
triotic, frugal. ... It is perfect.””> While reporting that the common
people thought the new government was perfect, Second Son expressed
his own opinion of the Communists in terms that were almost as uni-
formly positive. “I personally think that they have an extremely good
chance of succeeding. There was a time when I had become very pes-
simistic due to all that had happened after we won the War of Resis-
tance [against Japan in 1945], but now I have changed my mind. The
new hope I've gained from the people’s liberation government will give
me courage to overcome all the difficulties and hardships that I may
encounter on my future path.”?* Besides speaking for the common
people and himself, Second Son also claimed that the most skeptical of
Shanghai’s anti-Communists had now come around to a favorable view
of the new government: “Even those who had once pointed fingers at
the Communists and were highly critical of them are now admitting
that our country’s destiny has never been in more capable hands than it
is today. The people’s government has brought hope that China will
one day become a strong and prosperous nation. The road will be long,
and there will be all kinds of difficulties and hardships for various indi-
viduals. But the direction is the right one.””’

Now that the new government had favorably impressed the common
people, the members of the Liu family, and even former anti-
Communists, Second Son told his father that it was time for him to come
home. “Your home is here in Shanghai. Only here will it be possible for
you to do big things, and your ability will earn you more respect.” In case
Second Son’s letter was not enough to persuade his father, he announced
that he would come to Hong Kong in person as soon as he received per-
mission from the new government to make the trip. “By then,” he wrote,
“I sincerely hope that you will be ready to return to Shanghai with me.”?¢

As it turned out, Second Son did not make this trip from Shanghai to
Hong Kong until five months later. In October 1949 (shortly after the
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founding of the People’s Republic on October 1), he was sent by the
Shanghai municipal government to bring his father home, but he failed
to do so. According to Fourth Son (who did not make the trip to Hong
Kong), “My father was somewhat influenced by the Nationalists’ anti-
Communist propaganda. Some friends also told him that the Commu-
nists might have been good at other things, but definitely not at eco-
nomic matters. My father thought that this assessment sounded
plausible. . . . He decided it was better for him to wait and see.””’ Fa-
ther’s decision frustrated Second Son, who returned to Shanghai alone.

Later in the same month, October 1949, Zhou Enlai, premier of the
new national government at its capital in Beijing, dispatched emissaries
to Hong Kong to convince Chinese capitalists to come back to China.
These emissaries emphasized to Liu Hongsheng and other Chinese
capitalists in Hong Kong that they had nothing to fear from the new
government in China. As long as they were patriotic, they would be
welcomed back, given protection for their families and property, and
offered opportunities to serve as leaders.?®

Zhou Enlai’s emissaries apparently convinced Liu that he would find
more promising business opportunities in Shanghai than he had dis-
covered in Hong Kong. Liu’s biggest Hong Kong venture was for
buying wool in northwest China and selling it to carpet manufacturers
in the United States, and after it fell through, he let his sons know that
he was ready to return from Hong Kong to Shanghai.?’ In response, on
November 1, 1949, Second Son paid his father another visit in Hong
Kong. As soon as he arrived, Father explained to him why he had de-
cided to go back (in words that were later repeated to the family in
Shanghai): “I am an old man already over sixty. All of my enterprises
are in China, so I'll go back and not stay abroad as a white Chinese [bai
Hua, referring to Chinese at the time who were comparable to white
Russian exiles from the Russian Revolution]. All of you are expecting
me to return home. What’s the point of my living alone in exile. I've
decided to come home.”*" To avoid possible interference by agents of
the Nationalist government, Liu Hongsheng and Second Son sneaked
onto a steamship belonging to the British trading company Butterfield
and Swire at midnight on November 2, 1949, and took it from Hong
Kong to the north China port of Tianjin.’! Greeted at the docks by
newspaper reporters on November 3, Liu gave them three reasons why
he and other Chinese capitalists would return to China from Hong
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Kong: all of their enterprises were in Shanghai, all of the funds that
they had taken to Hong Kong would soon be used up, and all of their
fears that their property would be confiscated in China were now al-
layed. Others like himself, he predicted, would soon come back from
Hong Kong, and he mentioned the example of Wu Yunchu, “the MSG
King,” who in fact did return to China soon thereafter.*?

Catapulted into a Leadership Role

From the moment that Liu Hongsheng’s ship docked in Tianjin on
November 3, 1949, he found that officials in the new government
made good on their promises to give him opportunities as a leader. On
disembarking from the Butterfield and Swire ship, he was handed a
telegram from Premier Zhou Enlai, inviting him and Second Son to
Beijing. Proceeding directly to the capital, he had a two-and-one-half-
hour lunch with Zhou on the same day, and he was assured by Zhou
that he would have protection for his enterprises and other property
and that he could retain the lifestyle to which he was accustomed. He
was also urged to set an example for other Chinese industrialists and
businessmen by cooperating with the new government.

When Liu heard Zhou say that he was a “national capitalist” as dis-
tinct from a “comprador bureaucratic capitalist,” he was suspicious and
expressed doubts about the term’s applicability to himself. As he
pointed out, he had previously held a post as a comprador for the
Kailuan Mining Administration under British ownership, and he had
served as an official managing the state-owned China Merchants Nav-
igation Company under Chiang Kai-shek’s Nationalist government.
He accepted Zhou’s designation only after he heard Zhou’s explanation
that the party used the term to express its approval of one group of cap-
italists (the “national” ones) and its disapproval of another group (the
“comprador bureaucratic” ones). More confident, Liu then asked
whether his Huadong Coal Mining Company would be returned to
him along with his other enterprises, and he discovered that his new
status did not automatically bring all of his property back into his
hands. Zhou explained that Liu could have back all of his other enter-
prises because they were in light industry but not Huadong because it
supplied coal to heavy industry, which, according to the new govern-
ment’s policy, was all under the ownership and management of the
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state. The most that Zhou could promise was that Liu would eventu-
ally be compensated for his loss of Huadong.*}

The next day, November 4, 1949, on his return to Shanghai, Liu
Hongsheng received another official welcome from Chen Yi, the city’s
new mayor. Over dinner in Chen’s home, he was warmly received and
encouraged to come directly to the mayor if he had any questions or
difficulties. Almost overnight Liu found himself appointed to influen-
tial committees along with high-ranking Communists. On December
18, 1949, less than six weeks after his return to China, he became a
member of the Shanghai Political Consultative Committee, which was
chaired by Mayor Chen Yi and included Deputy Mayor Pan Hannian,
the key liaison between the city’s new political leaders and its capitalists
(as Frederic Wakeman has shown in Chapter 2). Besides serving on this
and other committees in Shanghai, Liu was appointed to organizations
with responsibility for areas that extended beyond the city, such as the
East China Military and Political Council, and he gave speeches on na-
tional and international issues as well as local ones.’*

In his speeches (which were reprinted in newspapers), Liu Hong-
sheng endorsed the new government’s leadership and proposed poli-
cies that entrepreneurs like himself should follow under Communist
rule. On December 17, 1949, speaking as a member of the Shanghai
People’s Congress, he recalled that Shanghai had previously been “a
semi-colonial city” in which Chinese people like himself in industry
and commerce “were heavily oppressed by imperialism, feudalism, and
bureaucratic capitalism. . . . We couldn’t even breathe.” But now “the
liberation of Shanghai has opened up a free, glorious new world for in-
dustrialists, creating a new environment in which to shake off our
chains.” He admitted that even in this new world Chinese entrepre-
neurs faced many difficulties, and he urged them to prepare themselves
by adopting the Communist Party’s spirit of hard work and struggle. In
this spirit, “we must eat bitterness at first so that we can enjoy happi-
ness later.”®

While urging his fellow Chinese entrepreneurs to take their inspira-
tion from the party, Liu also made practical proposals for reforming
Chinese industry to capture the export trade. In these proposals he an-
ticipated the export strategy that was eventually adopted and ultimately
helped to produce the “economic miracle” beginning in Hong Kong
and Taiwan in the 1950s and 1960s and the People’s Republic in the
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1980s. In outlining his scheme, Liu cited the example of his own
woolen mills, implying that the government should authorize him to
put his principles into practice in this specific case. He proposed to
carry out phase one by procuring wool from northwest China exactly
as he had unsuccessfully tried to do when he was in Hong Kong a few
months earlier. The only difference was that now he planned to manu-
facture it into woolen fabric in his Zhanghua Woolen Mill at Shanghai
rather than exporting the raw wool abroad. In phase two, he would
then export these woolens as finished products abroad, selling them
primarily in the accessible markets of Asia, Africa, and Latin America
and secondarily in the less-accessible markets of Europe and the
United States, thus earning foreign exchange. In phase three, he would
complete the cycle by using the foreign exchange to buy foreign-made
producer goods, particularly chemicals that were needed to manu-
facture matches in his China Match Company at Shanghai.’

While giving these speeches publicly, Liu confided to his fourth son
privately that he expected state planning agencies to carry out his ideas
by giving government contracts to state-owned enterprises, not pri-
vately owned ones like his. Accordingly, he was pleasantly surprised
when the Economic Planning Committee of the People’s Republic or-
dered woolen uniforms for government officials from his mills rather
than state-owned ones. He took this decision to mean that he was ac-
cepted as a capitalist under communism not only in theory but also in
practice.’’

Coming Home for Pragmatic Reasons

As shown here, Liu Hongsheng’s rationale for choosing to live in China
shifted after he returned home. Before leaving Hong Kong and even
during his first days back in China, his reasons for returning were strik-
ingly pragmatic and nonnationalistic. On the eve of his return to
Shanghai from Hong Kong, he said that he was making the move be-
cause of his advanced age, his desire to be near his enterprises, and his
Shanghai-based family members’ expectations—considerations that seem
to have been paramount in the minds of many Chinese capitalists at the
time as they made their decisions whether to live in Shanghai or Hong
Kong.*® On his arrival in China, he cited for newspaper reporters slightly
different but equally apolitical reasons for coming back: the location of
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his factories in Shanghai, the danger of exhausting his resources in Hong
Kong, and the government’s assurances that he could retain his property
in the People’s Republic. In his first meeting with Zhou Enlai, he was
suspicious of ideological designations and questioned Zhou’s characteri-
zation of him as a “national capitalist” until Zhou patiently explained
that the term was used by the Chinese Communist Party to express ap-
proval of some capitalists as distinct from the rest.

These examples all suggest that Liu Hongsheng did not leave Hong
Kong and return to China because he held the ideological orientation
of a national capitalist (as opposed to a comprador bureaucratic capi-
talist) or because he was a nationalist (as distinct from a pragmatist). It
was not until after he had returned to Shanghai and had become fully
engaged in life and work in the People’s Republic that he began to take
strong nationalistic positions about the importance of bringing back to
China all capitalists, especially his own sons.

Summoning the Family Home

If Liu Hongsheng became genuinely committed to the Communist
cause after his return to China, then did his new orientation cause him
to revise the survival strategy for his family? After his return to Shanghai,
he had made ideologically charged speeches and other public pro-
nouncements calling on all Chinese entrepreneurs to pledge allegiance
to the People’s Republic and devote their lives and work to it. But did he
put these principles into practice by bringing his own family members
home from Hong Kong and Taiwan to live and work in China? Within
a surprisingly short time after his arrival in Shanghai, he did, in fact,
send for his sons and urge them all to return home from abroad.

Instructing Sons to Come Home

In late 1949 and early 1950, while Liu Hongsheng was publicly en-
dorsing the new Communist government in speeches, he privately en-
dorsed it in letters to his eighth son in Hong Kong. This son, a recent
graduate of Massachusetts Institute of Technology (class of 1947) and
Harvard Business School (class of 1949), had traveled by ship from the
United States, and on arrival in Hong Kong in mid-November 1949,
he had expected to find that his father and possibly his whole family
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had fled there. Instead, he discovered that his father had departed for
Shanghai and had left a message telling him to do the same.

Besides summoning Eighth Son to return to Shanghai, Liu Hong-
sheng also instructed him to bring with him Fifth Son and Seventh
Son, who had been sent to Taiwan in the late 1940s and were the only
other sons still abroad. These two brothers should immediately move
from their current residences in Taiwan to Hong Kong and then come
with Eighth Son to Shanghai, Father insisted, “so that we can all have a
joyous family reunion together.”*"

In response, Eighth Son did not take his fifth and seventh brothers
to Shanghai, but he did make the trip himself in early 1950. In Shanghai,
he had a happy reunion with his mother, who had always favored him
and had faithfully corresponded with him but had not seen him since
his departure from China to America in 1945, nearly five years earlier.
With his father and brothers, his relations were not so cordial, espe-
cially on the question of whether he should move permanently to
China and live and work under communism. Father again offered him
a position as a wool specialist in northwest China, and Eldest Son tried
to interest him in an egg powder plant in central China. Second Son
and Sixth Son did not show such high respect for his training. In fact,
they questioned whether it had prepared him to take any job. His edu-
cation at Harvard Business School had been “very reactionary,” they
told him, so he should begin his life in socialist China by undergoing
“reeducation.” Only Fourth Son advised him to return to Hong Kong,
saying that he should follow the family’s preliberation strategy of “not
putting all their eggs (we brothers) in one basket.” After spending two
months in China, Eighth Son seized on Fourth Son’s advice and took
the train from Shanghai back to Hong Kong.

Defending China as a Free Country

After Eighth Son returned to Hong Kong, Liu Hongsheng continued
to insist that he as well as Fifth Son and Seventh Son should come to
live permanently in China, and he expressed mounting frustration with
them for refusing to do so. He was particularly impatient with Eighth
Son for arguing that life under communism would be intolerable be-
cause it would deprive him of his freedom. On March 28, 1950, he
wrote to Eighth Son in Hong Kong:
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I read your letter dated the 20th and learned that you are afraid
our country lacks freedom of thought and you think it would be
better to stay abroad. This attitude has resulted from egocentrism
plus the influence of bogus international propaganda, so you do
not know the truth, you vacillate, and you cannot make a deci-
sion. You are already thirty years old, and your viewpoint may be
different from that of someone over sixty like myself, but we can
arrive at the same view if we study the facts carefully.®

To bring Eighth Son around to “the same view” on the issue of freedom,
Father challenged Eighth Son’s assumption that freedom existed in the
United States, Hong Kong, and preliberation Shanghai. “The so-called
freedom [in these places], if examined realistically, is completely false,”
Father contended.

While in the United States, Father claimed, Eighth Son had become
imbued with the wrong ideas about freedom because of his special cir-
cumstances in residence there. “You went abroad too early,” he recalled
with regret, referring to Eighth Son’s first trip to the United States in
1937 at age sixteen. “There wasn’t any older person in America to con-
sult, so you had to deal with all matters exclusively on the basis of your
own ideas. Gradually you have come to doubt your father’s and your
elder brothers’ guidance. . . . You stayed in America for a long time and
were influenced by American propaganda, so your prejudices have be-
come deeply rooted and cannot be changed right away.”*! If Eighth
Son would critically assess American propaganda and free himself from
American prejudices, then he would be able to see that America lacked
freedom, especially for Chinese and blacks. “In America,” Father told
his American-educated son, “both the Chinese and the black people
have their residential areas restricted. They cannot freely choose where
to live. When the Chinese enter U.S. territory, they are subjected to all
kinds of abusive treatment that is heartbreaking.”*

By comparison with the United States, Father noted, Hong Kong
“may be a place that has more freedom,” but any freedom there for
Chinese was undercut by British colonial rule. Based on his recent ex-
perience, he observed, “In Hong Kong, our fellow countrymen who
have taken up residence may think that they have all kinds of freedom
in whoring, gambling, and excessive eating and drinking. But when it
comes to conducting legitimate business—say, in international trade
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through shipping companies—the chairmen of the boards of directors
and the chief executive officers must all be Englishmen or of some
other foreign nationality.”” Even vaunted Anglo-Saxon law did not
give Chinese freedom in Hong Kong, Father explained to his son, be-
cause “the British laws used in the courtroom are designed to protect
bad elements in the society for the sake of ensuring the continued
prosperity of Hong Kong, so those Chinese who now consider Hong
Kong to be a comfortable nest are as pitiful as I was before I traveled
abroad and came to realize that I had lost my freedom [in preliberation
Shanghai].”*

In preliberation Shanghai, Father admitted that he and other Chi-
nese had grown up with the belief that they had freedom, and he had
not realized that this belief was an illusion until 1927 when he was
nearly forty years old. In old Shanghai, as he now remembered it,

The speech and movements of high class Chinese living inside the
foreign concessions were all controlled by the foreign police, but
they themselves didn’t realize it. I myself grew up in the foreign
concessions, and at first I, too, was not conscious of the loss of
freedom. But when I traveled to Europe and America in 1927, I saw
that all the public parks in their countries allowed everyone to enter
freely, and yet the public parks in Shanghai’s foreign concessions
still had a prominently posted public notice that read “Dogs and
Chinese Not Admitted.” I then suddenly woke up to the fact that
Europeans and Americans have not treated the Chinese right.¥

In both Shanghai and Hong Kong, Father charged, privileged West-
erners and corrupt Chinese officials deprived the Chinese people of
freedom. “You ought to know,” he told Eighth Son,

that Europeans and Americans occupied Shanghai and Hong
Kong and amassed great fortunes under the protection of unequal
treaties with all kinds of special privileges. The abnormal pros-
perity of Hong Kong and Shanghai is also attributable to Chinese
officials’ corruption and ineptitude and to the people’s ignorance,
lack of a world view, and obsession with comfort and pleasure. I'm
sure you understand fully the indisputable fact that these people
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have been blind to the widespread poverty and the declining stan-
dard of living throughout our country.*

Leaders who were blind to poverty and declining standards of living
would never give the Chinese people a chance to experience genuine
freedom, Father argued, and he concluded that the leaders of the
People’s Republic were succeeding in transforming China precisely be-
cause they did not have this blind spot.

“It’s been over five months since I returned here to Shanghai,” he re-
minded Eighth Son, writing in March 1950, “and I can see with my
own eyes that Shanghai since liberation is much different than before.”
The revolutionaries, according to his observation, took away freedom
only from those who deserved to lose it and not from anyone else.
“The Communists conduct themselves with attentiveness and re-
straint. Everywhere they emphasize practicality, and they always seek
to achieve a thorough understanding. There is no corruption and no
show of personal favors. People are prohibited from concealing wrong-
doing, and they do not dare break the law. Tax evaders and law breakers
have lost their freedom, but law-abiding people do not feel any so-
called ‘lack of freedom.””¥

After making his case, Father once again gave assurances that he
would find a suitable position for Eighth Son in China’s woolen
industry—as long as he was willing to embrace the principles and
adopt the point of view that Father espoused. “If you agree with all the
points I've made above, if you are willing to change your thinking, and
if you resolutely decide to return to our country to serve in productive
enterprises, I will be sure to shoulder the responsibility of finding you
a suitable position either in the private sector or in a joint public-
private enterprise in the northwest. You once learned to evaluate wool
samples in an American woolen mill, and now you can put your ability
to great use. [ have high hopes for you.”*

Father’s impassioned arguments and expressions of high hopes for
Eighth Son did not persuade him (or Fifth Son or Seventh Son) to
move back to Shanghai. But Father’s position showed that he had aban-
doned the family survival strategy of dispersing members overseas to
divide the risk for their business and themselves. After teaching his
sons in the late 1940s (and for decades before that) not to put all their
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eggs in one basket, now he insisted that they should all reunite in a
single place and commit themselves to a single cause.

Liu Hongsheng’s choice of language in these letters to his son indi-
cates that his ideological commitments were not confined to his
speeches and other public pronouncements. In November 1949, he
had given almost purely apolitical reasons for his own return to
Shanghai, but in the letter quoted above, dated March 28, 1950 (only
five months later), he gave his son highly political reasons for coming
home. On the basis of this evidence, it is difficult to say whether Fa-
ther’s rhetoric became politicized because he had undergone an ideo-
logical conversion or because he had become subject to censorship or
self-censorship after his return to China. Whatever caused him to take
this ideological turn, he subsequently turned still further, calling his
family’s attention to additional ideological reasons for staying in China
and bringing its members home.

Embracing Nationalism during the Korean War

Although the letters and speeches quoted earlier contain critiques of
foreign imperialism, Liu Hongsheng did not begin to take pride in
China’s achievements as a nation or urge his son to come home because
of these achievements until China became involved in the Korean War
against American-led UN troops in late 1950. Ever since he had been a
schoolboy at St. John’s Middle School and St. John’s University (both
founded in Shanghai by the American Episcopal Mission), he had been
in awe of American power. Even after the fighting began in Korea, he
was initially dubious about China’s Resist America Aid Korea Cam-
paign. In September and October 1950, when the Americans pushed
North Korean troops out of South Korea and captured the North Ko-
rean capital of Pyongyang, he was afraid that they would drop an
atomic bomb on his hometown of Shanghai.*” But in December 1950,
after the Chinese “Volunteer Army” crossed into North Korea and
pushed the UN troops once again south of the thirty-eighth parallel,
he took patriotic pride in this achievement and began to participate ar-
dently in the Resist America Aid Korea Campaign.

Liu was not the only capitalist to make philanthropic donations to
the war effort. (For other examples, see Chapter 4 by Nara Dillon). But
among Shanghai’s entrepreneurs, he took the lead. His enterprises
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gave funds to help cover the cost of acquiring airplanes and artillery,
and he delivered speeches exhorting his employees and other entrepre-
neurs to make contributions too. In a substantive and symbolic gesture,
he donated one thousand sets of woolen uniforms to troops at the front
and personally wrote letters to another thousand veterans who had
been wounded there. These patriotic actions inspired an editorial in
the Shanghai newspaper Wenbui bao that hailed him as a model for all
the Chinese people.®

Following Liu’s lead, his second son also became personally involved
in the Korean War. In the spring of 1951, Second Son served as a
member of the First Chinese People’s Delegation to Give Comfort in
Korea. On its trip to Korea, he visited Chinese soldiers from the Vol-
unteer Army on the front lines and talked with American prisoners of
war in English, which he had learned as a student at Cambridge Uni-
versity in the 1930s. In 1952 he also served as a member of the second
such delegation. Listening to Second Son’s stories about Korea, Liu
Hongsheng said that he was deeply moved by the bravery of the Chi-
nese soldiers. In 1952 he told the family, “For the first time in my life,

I am proud to be a Chinese [Zhongguoren].”!

Emerging from the Five-Anti Campaign as a National Leader

If the Korean War gave Liu Hongsheng new nationalistic reasons for
staying in China and keeping his family there, then the Five-Anti Cam-
paign added political reasons because it elevated him to a position of
national leadership. First he became a representative from Shanghai to
the People’s Congress, and then he was designated as a member of the
National Committee of the Chinese People’s Political Consultative
Conference. But he only acquired these high-ranking positions after
paying a heavy price.

In the first months of 1952, the Lius and other capitalists in Shanghai
and China’s other major cities became targets of the party’s Five-Anti
Campaign, which was so named because it aimed to eliminate five kinds
of wrongdoing: bribery, tax evasion, theft of state assets, cheating on
labor or materials, and stealing state economic intelligence. Between
January and May in 1952, thousands of capitalists in Shanghai were de-
nounced by workers, fellow capitalists, and even members of their own
families. While demonstrators paraded in the streets and shouted their
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names over loudspeakers, capitalists had to open their factories and ac-
count books to inspection teams and, in many cases, were forced to
give confessions of their crimes. Some capitalists suffered more than
others from the Five-Anti Campaign, but even those who did not con-
fess to any crimes seem to have felt socially violated and humiliated by
the experience.’

Liu Hongsheng, perhaps more than any other Chinese capitalist,
was in a position to be spared during the Five-Anti Campaign. Two
years before the campaign began, when the government had first in-
troduced laws against tax evasion and other economic crimes, he had
immediately and publicly endorsed these new laws. “It is important for
merchants to have credibility,” he had said, representing capitalists at a
meeting of the Shanghai Political Consultative Committee in 1950.
“Those who have evaded taxes have no credibility and are scum. We
should have nothing to do with them.” Thus anticipating the Five-
Anti Campaign long before it began, he had advocated punishing vio-
lators of the new laws “severely and without concern for giving them
face.”?

Even though Liu Hongsheng had taken the moral high ground and
had urged fellow capitalists to obey new laws against economic crimes
before the Five-Anti Campaign, he was not spared during the cam-
paign. When party cadres made him their target in early 1952, he was
physically sickened by the experience. At age sixty-four, suffering from
a heart condition, he fell ill and stayed at home to recuperate. At the
height of the campaign, he expressed to his family the fear that the
campaign marked the end for capitalists in the People’s Republic.
“Now that the Communist Party has put the country on the right
track,” Fourth Son later recalled him telling his sons at his sickbed, “it
no longer needs the capitalist class as its friend. You boys go find your
own path and come up with your own way.”**

And yet when the results of the Five-Anti investigations were an-
nounced, Liu Hongsheng and his family found that they had not only
survived but greatly benefited from the outcome. They were fully ex-
onerated and declared to be “law-abiding.” In fact, they were hailed as
model national capitalists, and they were rewarded with 2.5 million
yuan in special financing plus 2.8 million yuan in goods that had been
taken from other less-upright capitalists. Liu Hongsheng was invited
to go to Beijing to dine with Mao Zedong, and when he returned to
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Shanghai, he assured his family that the party had not changed its fa-
vorable policy toward national capitalists, after all. More than ever, he
told a Japanese journalist, he was enthusiastic about “taking the so-
cialist path,” as a representative to the National People’s Congress and
a member of the National Committee of Chinese People’s Political
Consultative Conference.”

Liu Hongsheng’s vindication at the end of the Five-Anti Campaign
gave him and his family an unblemished political record within China,
but it still left unanswered lingering questions about his sons outside
China. If the Lius were a model capitalist family, why had some of their
sons not rejoined them in Shanghai? Were the sons abroad with-
holding family funds that had been smuggled out of China and right-
fully belonged back in Shanghai? Should not Liu Hongsheng as a
model national capitalist make sure that his entire family and all of his
family’s resources were devoted to the interests of the nation?

As shown earlier, since late 1949 Liu Hongsheng had tried to elimi-
nate any doubt about his family’s commitment to the People’s Republic
by ordering Eighth Son in Hong Kong to move to Shanghai and bring
Fifth Son and Seventh Son along with him. By 1952, Father had no
way to reach his fifth and seventh sons who were living in Taiwan
under Nationalist rule, but he could and did take drastic action to force
Eighth Son to return from Hong Kong.

Putting Eggs Involuntarily into One Basket

In July 1952 after the Five-Anti Campaign had ended, Sixth Son trav-
eled from Shanghai to Hong Kong to persuade Eighth Son to come
home with him. Ostensibly Sixth Son and his wife made the trip to at-
tend her brother’s wedding in Hong Kong. They had no difficulty se-
curing permission to leave China because Sixth Son had been a
member of the party since the 1930s, and he had demonstrated his un-
wavering loyalty to the new government of the People’s Republic since
it was founded in 1949.

After attending the wedding, a lavish affair held in Hong Kong’s posh
Peninsula Hotel, Sixth Son and Eighth Son met to discuss family mat-
ters. In age they were close—one was thirty-six years old and the other
thirty-one—and between 1945 and 1947 while in their twenties, they
had come to know each other particularly well while doing internships
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with businesses in the United States. Since they had not seen each
other for more than two years, they brought each other up to date.
Eighth Son proudly described his work as a sales engineer with the
Swiss-owned Overseas Trading Company, offering proof that his
brothers in Shanghai had been wrong when they had warned him that
he would never find a job in Hong Kong. For his part, Sixth Son dis-
cussed the Liu family’s life in China.

As the climax to his report on the family, Sixth Son dramatically re-
vealed his most important news: Mother, age sixty-four, was gravely ill
and wanted Eighth Son at her bedside. Both men knew that this news
was particularly poignant for Eighth Son because his mother had doted
on him during his childhood and had unfailingly corresponded with
him throughout his two long sojourns in the United States, each for
four years, 1937-41 and 1945-49.

Deeply concerned about his mother’s health, Eighth Son packed his
bags and joined his sixth brother and sister-in-law on their return trip
to Shanghai, but they had barely crossed the Hong Kong—China
border before Sixth Son confessed that he had lied. In Shenzhen at the
Luohu Railway Station, as the brothers carried their bags from their
Hong Kong train to their Shanghai-bound one, Sixth Son assured his
brother that their mother was not ill, and he admitted that he had said
so only to lure Eighth Son back to China. On hearing the truth,
Eighth Son was stunned and dropped his suitcases, sending them
crashing onto the station platform. At that moment and from then on,
he was desperately eager to leave China, but he could not secure per-
mission to do so for the next twenty-seven years. In 1979, he finally
emigrated from the People’s Republic, moving permanently to the
United States.’

Conclusion

With Eighth Son back in the fold, Liu Hongsheng had another of his
nine sons with him in Shanghai during the last years of his life. Be-
tween 1953 and 1956, he and his sons in China endorsed and carried
out the government’s policy of nationalizing private industry. As early
as October 1953, Liu Hongsheng heard the party’s call for the “transi-
tion to socialism” at the first meeting of China’s National Federation of
Industry and Commerce. According to Fourth Son, he immediately
approved the idea of transforming the family’s businesses into joint
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public-private enterprises (gongsi beying), and the Liu family eventually
completed this process in early 1956.°

Asked at the time about his loss of ownership and managerial au-
thority, Liu Hongsheng said that he had no regrets. As he explained to
Fourth Son, he felt grateful to the party for the nationalization of his
enterprises because it had relieved him of his two greatest fears: bank-
ruptcy in his lifetime and a fight within his family over his property after
his death. In his last days, he said, he was comfortable living on a state
pension of 5 percent of the value of his enterprises, which were assessed
at 20 million yuan in 1956. On his deathbed, he told Fourth Son that all
his children in China should divide his pension equally among them-
selves after his death, and then they should voluntarily return a portion
to the state as a token of Liu Hongsheng’s appreciation of the party.
Soon after leaving these last instructions, he died of heart failure at age
sixty-eight on October 1, 1956—the day that China celebrated the sev-
enth anniversary of the founding of the People’s Republic.’®

It seems unlikely that Liu Hongsheng was quite as sanguine and
serene in 1956 as he is portrayed above by Fourth Son, especially in light
of all that he and his family had recently been through: the upheavals
during the revolution, the humiliations during the Five-Anti Campaign,
the losses of ownership and managerial authority over the family busi-
ness during the transition to socialism. Nonetheless, the available evi-
dence does suggest that Liu Hongsheng wanted all the members of his
family to live in the People’s Republic and that he was genuinely pleased
to have so many of them with him there at the end of his life. His deci-
sion to return to China after the revolution, his efforts to persuade his
sons to join him there from abroad, and his success at bringing home one
son involuntarily all point directly to this conclusion.

Liu’s strategy for his family’s survival does not fit neatly into existing
explanations for Chinese capitalists’ decisions to stay or return to
China during the Communist revolution of 1949. As shown here, his
own motivations for returning from Hong Kong to China do not con-
form to Mao Zedong’s conception of the national capitalist. On the day
of Liu’s arrival back in China, November 3, 1949, when he heard Zhou
Enlai apply the term “national capitalist” to him, he initially doubted
its relevance. Only after Zhou assured him that it indicated the party’s
approval of him did he accept it and use it to refer to himself. More-
over, he did not espouse nationalism before his return to China. Not
until after he came back did he urge his sons to return to China for
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nationalistic reasons, and not until the early 1950s when China became
involved in the Korean War did he declare, for the first time in his life,
that he was proud to be a Chinese.

If Liu’s decision to return to China cannot be explained by nation-
alism, neither can his decision to bring his family home be explained by
transnationalism. Before the revolution, he had readily reached across
national boundaries by sending his children abroad for their educations
in England, the United States, and Japan, and he had preached the
message that the family should be represented overseas and should not
put all its eggs in one basket (i.e., China). As late as mid-1949, while re-
siding for six months in Hong Kong and deciding whether to return to
China, he undoubtedly considered whether to disperse his family and
divide his family firm’s risk (as he had done during the Sino-Japanese
War of 1937-45). But soon after the founding of the People’s Republic
on October 1, 1949, he apparently concluded that this strategy would
not be as viable as it had been in the past. Once he had returned to
Shanghai in November 1949, he made every effort to bring all mem-
bers of his family home to China, pleading with them in private cor-
respondence and even duping one into returning.

The Lius’ lack of nationalism and their withdrawal from transna-
tional connections suggest that they stayed or returned to China above
all to pursue new opportunities there as a family. By 1949, Father and
Mother were in their sixties and wanted their children around them late
in life, and Liu and his sons envisioned a prominent place for them-
selves as capitalists under communism. In early 1952, their doubts about
whether they were indispensable surfaced during the Five-Anti Cam-
paign. But even then they remained committed to the idea that the
family should live and work together in the People’s Republic, as evi-
denced by their successful effort to dragoon Eighth Son into coming
home in the summer of 1952 after the Five-Anti Campaign had ended.
Later, especially during the Anti-Rightist Movement of 1957, several
members of the family came to regret their decisions to stay in China,
and during the Cultural Revolution in the late 1960s, Second Son com-
mitted suicide. But during the early years of the People’s Republic, all
except Eighth Son gave every indication that they believed their own
brand of capitalism was compatible with communism.

In the early 1950s, did the Lius and other Chinese who stayed or
returned to China after the revolution set precedents for a kind of cap-
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italism that would operate effectively under communism in the long
run? Between the late 1950s and the late 1970s, Maoist campaigns
seemed at the time to have purged all capitalists (if not all capitalist
roaders) from China forever. But since the coming of the reforms in
the late 1970s and the proposals for the admission of capitalists to the
Communist Party in 2001 and 2002, it now seems possible that the
Lius’ belief in the compatibility of capitalism and communism in China
might be vindicated after all.
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