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An investigation of silk industry’s recombination of capital
in Huzhou City

Zhou Ke
School of Economics and Management, Tsinghua University

Huzhou, known as city of silk, has suffered a continuous decline in its silk industry after 1994 when
the country's industry kept languishing. Since 1997, supported by policies such as optimizing capital
structure, Huzhou has recombined the capital in its silk industry and formed inter-trade, trans-regional and
multi-ownership corporation groups, with the capital as the link between them. And after revitalizing the
capital by introducing methods including reshuffle after bankruptcy, merging, joint-stock system and
selling, Huzhou's silk industry has got out of morass.

There appear some practical methods, such as, allocating stock share according to technological
element and managers' abilities and position, re-identifying employees after they buy stocks, avoiding
possible problems of merging by practicing entrust-regulation, opening up to the outside region and luring
outside large companies, adjusting the purchase between companies according the principle of
complementarities, transforming step by step, and recruiting managing members from all over the country
or province. Meanwhile, there arise some problems, including short of fund, difficulty in diffluence of
employees, rigidity in thinking, problems with market-oriented products, fetter of theories, limitations of
system, and potential problems caused by leadership's involving in contracting and nude purchase. Finally,
some suggestions in policy were put forward, such as continuing the application of replacement between
property right and identity, focusing on civil market, and recombining management.
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