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This paper takes the Yiwu Sugar—-Exchange Gang as a typical case to analyze how this hybrid
organization between the market and the enterprise developed, how it operated, and what inspirations
it brings to modern business activities. Peddlers were the main channel for commodity circulation in
traditional agricultural societies and were indeed important in times of material scarcity. However, they
operated in a decentralized manner, could not expand their scale, had high labor intensity, and weak
risk resistance. They gradually withdrew after the retail format upgraded in the 1980s. However, the
Yiwu Sugar—Exchange Gang developed upward, evolving from the itinerant peddlers who traded
“chicken feathers for sugar" to the core force supporting the world's largest small commodity market.
Yiwu, Zhejiang Province, is the birthplace of the Sugar-Exchange Gang. This organization originated
in the Southern Song Dynasty, was laid down in the Ming Dynasty, took shape and reached its peak
in the Qing Dynasty, experienced ups and downs from the Republic of China to the founding of the
People's Republic of China, and was transformed and reborn after the reform and opening up, forming
a closed—-loop organizational system of "sitting shops + carrying poles". Sitting shops were responsible
for sugar production and supply, logistics transfer, and waste product recycling, while carrying poles
undertook rural transactions and other frontline work. The two had clear divisions of labor and
complementary interests. The organizational form and profit distribution method went through the
evolution of individual operation, consignment sales, solidified division of labor, and gang regulations.
Relying on clan and local ties, master—apprentice inheritance, and repeated transactions, they
established fair and stable business rules and profit distribution models, thereby reducing transaction
costs. The Sugar—Exchange Gang extended the supply chain, forming a closed loop of “production
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— wholesale - retail — recycling", refined the division of labor to reduce internal friction, implemented
cashless transactions to lower the threshold, and established an inn—based replenishment system
to expand coverage. These innovations upgraded the fragmented and inefficient peddler trade into
a standardized and scaled circulation system, solving many problems of traditional peddlers. The
refinement of division of labor and organizational innovation constitute the core logic of the Sugar—
Exchange Gang's operation. As a hybrid organization, it combines the advantages of low incentive
costs for market entities and low constraint costs for enterprise organizations. Through targeted
coordination mechanisms and gang regulations, the Sugar-Exchange Gang not only improved
efficiency but also expanded its scale. After analyzing the practices of the Sugar—Exchange Gang, this
paper finds that the Yiwu Small Commodity Market, chain enterprises, the express delivery industry,
and regional industrial clusters have all drawn on practices such as production and trade integration,
separation of scale and personalization, master—apprentice profit sharing and binding, and franchise
network expansion. These experiences have brought many inspirations to modern business and
constitute a feasible path for grassroots industrial upgrading and balancing scale and efficiency. The
development process of the Sugar-Exchange Gang records the innovation journey of grassroots
business and provides a local case for the study of hybrid organizational forms, which has profound
significance for modern business development and regional economic innovation.

Sugar-Exchange Gang; hybrid organizational form; chicken feathers for sugar; division of
labor and collaboration; supply chain innovation; modern business
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