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Shanghai Rotarian Dr. O. S. Lieu

B The King of Enterprises in China
By Herbert K. Lau (#%]#x]=2) (Rotary China Historian)

1January 2015

Dr. O. S. Lieu (Lieu Ong-Sung) (%] # ¥ 1) (1888-1956), an Honorary Doctorate of St.
John’s University, Shanghai, was a Shanghai Rotary Club (} /* # #4+) member in the 1930s.
Due to Imperial Japan’s invasion and capture of Shanghai, Lieu moved to Hong Kong in June
1938, leaving his eldest son Franklin (%] 4 =) and second son Julius (%] 4 %) in charge of the
business operations in Shanghai. In December 1940, Lieu accepted the call by the Republican
China’s Central Government to go Wartime Capital Chungking (Chongqing) (13 #% £ & ) in
assisting the economic affairs. His second son Julius N. N. Lieu (%] 4 %) took up his Rotary

Classification: “Chemical Industry — Matches Manufacturing” and joined Shanghai Rotary Club
on 29 October 1940 until the Club’s termination on 16 October 1951.

The Lieu Rotarians father and son had thoroughly exemplified the truth of Vocational
Service through their dedications to the Chinese matches industry during the middle 20th
Century.

Lieu was one of Shanghai’s leading industrialists during the Republican China era. Lieu was
one of China’s most prominent businessmen, investing in the manufacture of matches and many
other industries such as cement, coal, and wool textiles from the 1920s through the 1940s. Lieu
built a business empire that included dominant leaders in multiple industries — match, cement,
coal, textiles, enamelware, banking, insurance and shipping, and earned himself the title of “King
of Enterprises”, overriding the other titles as the “King of Matches”, “King of Coal”, and even
“King of Wool”, “King of Cement”, etc. Considered a “nationalist capitalist” by the China
Communist Party, Lieu’s family was one of the few pre-1949 industrialists that received
protections from the People’s Government. Lieu served as a representative from Shanghai to the
first National People’s Congress and was a member of the Chinese People’s Political Consultative
Conference. His son Julius followed closely father’s steps along both of the enterprises as well
as the political and public services.



Lieu was born in Shanghai in 1888 to parents from Ningbo (% ;& ), a prefecture ninety miles
southeast of Shanghai that was known for its successful merchants and financiers. His father
worked at China’s largest Chinese-owned shipping firm, China Merchants Steam and Navigation
Company. Liu’s father died at the age of thirty-five in 1894, when Lieu was only six years old.
His father’s premature death plunged the family into a tight financial situation, and Lieu feel the
need to begin laying plans for a future in business at a relatively young age. Lieu attended St.
John’s Middle School and St. John’s University on a scholarship. St. John’s University was one
of China’s most prestigious colleges at the time, and known for producing Shanghai’s business
elite. Lieu learned English, studied business, and established a network with classmates at St.
John’s, building a foundation for a future as an internationally connected businessman.
However, due to inadequate funds as a teenager, he left the University before he could graduate.
On 30 October 1907, at the age of nineteen, Lieu married Miss Ye Su-Zhen (£ % J ) in their
hometown of Shanghai. Ye came from a family that saw themselves as part of a distinguished
merchant dynasty that had descended from Mr. Ye Cheng-Zhong (3 /% %), one of Shanghai’s
richest Chinese merchants. She helped Lieu to make a start in business by bringing a dowry with
her into the Lieu household and serving as a channel for the transfer of other funds from the Ye
family to the Lieu’s.

Business Ventures

Lieu’s career in business and industry began in 1909. He took a job as a comprador at the
Kailuan Mining Administration, a Sino-British coal-mining company, where he rapidly rose up
the corporate ladder. He took advantage of contacts in his Ningbo native-place network to
distribute Kailuan’s coal and mobilize capital from Shanghai’s banks. In the 1920s, he used this
capital to establish several major enterprises spanning many industries-- coal distribution, wharf
operations, and the manufacture of wool textiles, cement, and matchsticks. Companies under
his name included the China Coal Briquette Company, Shanghai Portland Cement Works
Company Limited, Great China Match Company, China Wool Manufacturing Company Limited,
East China Coal Mining Company, and Chung Hwa Wharf Company. By the mid-1930s, his total
investment amounted to nearly 10 million Chinese Yuan, and Lieu had become the single largest
shareholder of his major operations. The breadth of his business ventures earned Lieu the title
of “King of Industry”. In the early 1930s, Lieu also ventured into the banking and insurance
sectors by founding the China Development Bank and the China General Insurance Company.

Great China Match Company — Lieu’s Flagship

Lieu earned the nickname of “Match King” by founding and operating the Great China
Match Company (+ # # L #) the largest and most successful matchstick enterprise of China’s
Republican Era. The May Fourth Movement in 1919 triggered a nationwide support of
domestically made goods and Lieu went big into industries with the assistance of his younger
brother, Lieu Kyih-Sung (%] % # , better known as K. S. Lieu, 1889-1962). He entered the match
industry in 1920 with his first match factory -- Hong Sung Match (i # * % j, named after
himself) in Suzhou (# ). By the late 1920s, his Suzhou factory ranked third highest in
production and sales of any Chinese-owned match manufacturer in the Lower Yangzi region,
and his second factory at Jiujiang (4 /) ranked first in the Middle Yangzi region. At the time,
the Chinese match industry was extremely competitive with many small local players and strong
foreign competition first from the Japanese and later from the Swedes (led by Ivar Kreuger’s



Swedish Match which through aggressive but controversial tactics ended up controlling 75% of
global production by late 1920s) and Hong Sung lost money in its first couple of years. By
investing in technology and smart consolidation, Lieu turned the situation around and when he
merged Hong Sung with two other players to form Great China Match Company in 1930, with
Lieu as general manager, the firm had annual production of 122,037 crates, representing 22% of
China’s annual production. At its peak, Great China Match had 7 plants in the Yangtze River
Delta and in 1936 Lieu formed a syndicate in attempt to establish a national match cartel in
China.

At the height of the anti-Japanese boycott between July 1931 and June 1932, China Match
supplied 46.2% of the matches sold in the Lower Yangzi and 72.7% of those sold in the Middle
Yangzi. In the mid-1930s, amid broken price agreements and vicious price wars, Lieu took the
lead in forming a Shanghai-based interregional match cartel. Under the auspices of the National
Match Manufacturers’ Association, in July 1934 Lieu established the Joint Sales Office with
headquarters in Shanghai.

Great China Match produced in Hong Kong

As the Imperial Japanese occupied Shanghai, Lieu moved to the British Crown Colony Hong
Kong (& B 7 % 4 %) in June 1938, leaving his younger brother K. S., his eldest son Franklin
(%1 £ =) and second son Julius (%] 4 #) in charge of the operations in Shanghai. Once landed
in the British colony, Lieu set about building a new match plant and immediately went scouting
for alocation. He settled on Peng Chau Island (3% /#'). In June 1939, Great China Match Co., Ltd.
(=7 WY &5 T2 7) was incorporated in Hong Kong with HK$300,000 in capital and there
were over 40 founding shareholders. The plant commenced operations in April 1940 with 250
male workers, 300 female (majority of them Peng Chau residents) and 30 office employees (the
majority from Shanghai). Initially the Hong Kong plant relied on equipment and materials
(including matchboxes) from Shanghai with a daily production of 30-40 crates but soon capital
was expanded to HK$500,000 in August 1940 and the firm began producing its own brands
such as (Kowloon) (4 %< %), (Great China) (+ » B % &), (55555) and (A1) . Demand
from Hong Kong, Macao and Southeast Asia lifted profits and the firm was earning HK$500,000
in 1940 and HK$600,000 in 1941.

By April 1941, it was producing its own raw materials to produce matches such as red
phosphorous and potassium chlorate. The Great China Match Factory on Peng Chau Island was
once the largest match manufacturer in Hong Kong. During the Pacific War 1941-1945,
production was limited due to shortage of raw materials and fuel with only 11 workers working
part time. The early post-War years were prosperous for Great China as its brands were well
received in export markets in Southeast Asia such as Pakistan, Indonesia, Singapore, Thailand,
etc. At its peak in 1949-1950, over 1,000 workers worked in the plant, and even illegal child
labor (each paid HK$2.50 per day, working from 6 am to 6 pm) was employed to meet the
production demand although free schooling was also provided.

The Lieu family was split on the new Communist regime in 1949. K. S. and Franklin stayed
in Hong Kong to carry on the business. By the 1970s, cigarette lighters had reduced the
importance of matches, and in 1976 the Great China Match factory in Peng Chau was closed and
the firm was finally dissolved in 2006.



Relations with the Republic of China Government (The Nationalist)

Right up until the last year of the Chinese civil war in 1948, Lieu remained aligned with
Chiang Kai-Shek (# # 1 ) and the Nationalists. In 1932-1936, Lieu had been the general
manager of the state-owned China Steam Navigation Company, and in 1936-1937, he served as
head of the Chinese National Joint Production and Sales Union for Matches, a state-sponsored
cartel. During the Second Sino-Japanese War, Lieu followed Chiang Kai-Shek to Chungking
(Chongqing) (£ &), where he presided over the government’s cigarette and match monopoly.
Lieu returned to Shanghai at the end of the War in 1945, where he served as the government’s
chief director of the Chinese National Relief and Rehabilitation Administration and director of
its Shanghai regional office, as well as Shanghai Municipality Councillor. However, after the
Nationalist government’s failure to halt runaway inflation and the Nationalists repeatedly
referring to Chinese capitalists as “traitorous merchant-speculators”, Lieu briefly fled to Hong
Kong in May 1949 and severed his ties with the Nationalist government.

Relations with the People’s Republic of China Government (The Communist)

In November 1949, Lieu was persuaded to return to Shanghai by members of his family and
top leaders in the China Communist Party. Thus began his time as one of China’s top “nationalist
capitalists,” who were regarded as patriotic and encouraged to stay as citizens of the People’s
Republic. He was immediately appointed to the Shanghai Political Consultative Committee, and
soon became a member of the Shanghai People’s Congress. In 1952, the China Communist
Party’s Five-Anti Campaign (7 * :& #) elevated Lieu to positions of national leadership. The
Five-Anti Campaign aimed to denounce capitalists, but the Lieu family was exonerated and
declared to be model national capitalists. He became a representative from Shanghai to the first
National People’s Congress and a member of the Chinese People’s Political Consultative
Conference, as well as many other official positions and titles including the leadership in the
China Red Cross Society. Lieu’s heart disease caused him to be in poor health by late 1955. By
early 1956 during the socialist era, Lieu had fully transferred all his industries, worth over 20
million RMB (Chinese dollar), to joint state-private ownership. Lieu, at that moment, was the
richest entrepreneur in the People’s Republic of China after the Rong Yiren (% %< iz) family.

Regret that Lieu died on 1 October 1956 of a broken heart in Shanghai at the age of 69, as his
enterprises were nationalized and his sons were purged in many political struggles.
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Research article (Certain Vital Problems of China's Industry) by O.S. Lieu, Ph.D., published on 1 November 1930
in The ANNALS of the American Academy of Political and Social Science

CertainVital Problems of China’s Industry

By O. 8. Liru, Pu.D.
Managing Director, Shanghai Cement Company, Shanghai, China

HINESE industries are yet in
their infaney, but their future
growth is beset by many thorny
problems. The more vital ones are:
labor unrest, continuous ecivil war,
irregular taxation, and lack of trained
personnel and experience in adminis-
tration. Chinese labor is plentiful.
Under normal conditions, the only
question that needs worry the em-
ployer is skill and efficiency. The
workmen are satisfied with small pay
and do not dispute much about work-
ing hours or conditions. They are
willing to learn and easy to manage.
With the spread of Bolshevik propa-
ganda during the past few years, how-
ever, labor has become unruly and con-
stitutes o most serious menace to the
future of China’s industries. Collec-
tive bargaining has come to stay.
Practically all workers are organized.
Misled by half-truths and conscious
of the power of organized strikes, a
tyranny of numbers reigns in the
plants, and industries are at the merey
of a few professional agitators.

Unitox METHODS

For instance, one of the largest
manufacturing plants in Shanghai em-
ploys about four thousand workers
and staff. This company is reputed
to be paying the highest wages in
China, and maintains many welfare
measures, including sick benefits, ma-
ternity allowance, free dispensary serv-
ices, retiring bonus, profit sharing, and
group life insurance. For the past few
years, however, the management of
this company has been confronted with
a threatened strike every spring and
fall when the peaks of the business ap-
proach. The union raises disputes on

questions from wage increases to the
election of the general manager of the
company. Wages during the past
five years have increased from two
hundred to three hundred per cent,
but production and efficiency have
decreased. The company is not able
to fill orders on contract time, nor can
it compete with independent open
shops in prices. The largest Chinese-
owned cigarette factory, which flour-
ished for years, had to close its doors
some two months ago because of irrepa-
rable losses sustained from the very
same conditions.

Not only do the unions demand wage
increases from time to time, but they
abuse the overtime payment privilege.
They loaf or limit production during
the working time, and then demand
pay for overtime work en masse in the
evening. The management is com-
pelled to yield for the sake of produc-
tion. An ordinary worker can, there-
fore, earn from a month and a half to
two months’ wages for work that should
have been finished in a month’s time.
Those receiving wages on piece rate
limit produetion by mutual agreement,
so that each earns approximately the
same wage and no one sets the pace
for the rest.

The management is deprived of all
disciplinary rights over the employees,
but the union stops, at will, its mem-
bers from doing work. One of the
unions was known to have suspended
three department heads of a store
from work for ten days to a month
without even pretending to notify the
management. The climax of their un-
ruliness was reached when one union
came out with a refusal to recognize an
appointee of the management as man-
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Annals of the American Academy of Political and Social Science.
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Share Certificate of Great China Match Co., Ltd. in 1948 — General Manager is Julius Lieu
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Brand Names and Match Products by O. S. Lieu

SE 1933 £ E M B e R &A@ FL 8
AP ELRENRG AT — 2R WpE R
Great China Match products displayed in Chicago World Expo 1933
O.E.M. Matches for Cigarettes
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Socialistic State-Private Ownership — Soochow Hong Sung Match Factory
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Socialistic State-Private Ownership -- Xinfeng Insurance Co.,
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State-Private Ownership Xinfeng Insurance Co., Ltd. — Shares Receipt (back side)
shows the 361 shares ownership transferred from O. S. Lieu to his son Julius Lieu on 1957.2.27.
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Memorial tablet of his wife Ye Su-Zhen at the back
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