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Sima Qian’s Economic Thought of Governance by
Convention and Its Contemporary Significance

Chen Xudong'?*, Tian Guogiang'"’

(1.School of Economics,Shanghai University of Finance and Economics ,Shanghai 200433 ,China ;
2. Institute for Advanced Research sShanghai University of Finance and Economics s Shanghai 200433 ,China)

Abstract: As an informal institutional arrangement,convention plays a very significant
role in socio-economic development and state governance,especially in ancient Chinese soci-
ety.Sima Qian noted the inherent relationship between “convention” and “governance”, but
its importance in his economic thought is often neglected in academia.This paper analyzes
the two important and interrelated categories of “convention” and “governance” in Sima
Qian’s economic ideological system,introduces the origin and views of Sima Qian’s way of
governance by convention,extends it by modern economic theory,and explores its contem-
porary significance.lIt arrives at the conclusions as follows: firstly,Sima Qian’s way of gov-
ernance encompasses different aspects of non-intervention governance of both Taoism and
Confucianism,and his “master way of following the natural law” emphasizes that “the ones
in power should fulfill the wishes of the common people”; secondly,the core of governance
by convention is to follow human nature of “pursuing desires and benefits” and folk custom
to achieve more effective governance by observing convention in accordance with specific
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situations; thirdly,as Sima Qian’s economic thought had strong characteristics of empiri-
cism and simplicity and the ancient Chinese society lacked a favorable market environ-
ment, his thought had not been valued nor been adopted until the modern times; fourthly,
Sima Qian’s governance by convention inspires modern state governance in the following
aspects: respecting and following convention and custom, emphasizing the compatibility
between informal institutions (such as custom) and formal institutions,and consolidating
and promoting good customs.This paper not only extends the research on Sima Qian’s eco-
nomic thought,but also provides valuable historical reference to the enhancement of state
governance capability.

Key words: Sima Qian; way of governance; state governance; contemporary signifi-
cance
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(E#% 62 W) through financial systems.And then it establishes an asymmetry evolutionary
game model with heterogeneity agents to analyze the dynamic evolutionary process of the
relationship between non-financial and financial agents from ordinary economic relations to
financial relations and its effect mechanism. The results are shown as follows: firstly, the
dynamic relation evolution among economic agents indicates that non-financial firms obtain
profits mainly through financial practices,financial firms focus on intermediary business and
off-balance-sheet business and incorporate ordinary households into their system to make
them new profits resources,and ordinary households are forced to accept the two-time bene-
fit sharing from powerful economic agents; the changes in these relations lead to economic
financialization and even a financial crisis in a country; secondly.economic development state
depends on the interaction of financial and non-financial agents, and the behavior of non-
financial agents plays a dominant role; under the given assumptions, when non-financial
agents affect predatory technology of financial agents only through their own resources pro-
tection,a national economy may be promoted to a new stable state or a meltdown; when non
-financial agents affect predatory technology of financial agents through their own resources
protection and predatory technology. the economy can enter into an evolutionary stable
state; thirdly, the impacts of financialization behavior of economic agents can be divided into
three dimensions: financialization behavior of economic agents promote their own excess
capital accumulation in the short run,the predatory behavior of financial agents and the pro-
duction behavior of non-financial agents always present an opposite economic relation which
is easily intensified,and free market without government intervention inevitably leads to the
intensification of conflicts and falls into crises. Therefore, deep understanding of the nature of
economic finacialization and its mechanism of affecting the economy is of great significance
to both economic transformation and financial reform in China.
Key words: finacialization; evolutionary game theory; political economics; predatory
technology; evolutionary stable strategy
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