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Middlemen and Foreign Trade System in Modern China:
Taking Tea Trade in Modern China as an Example

ZHANG Yue' ,DONG Lie-gang”,CHEN Hong-bing”

(1.School of Economics, Shanghai University of Finance and EconomicssShanghai 200433, China ;
2.School of Finance, Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: Modern foreign trade introduced Chinese traditional economy into the world
economy, and tea was one of the most important goods. Based on the historical process of
tea trade in modern China, this paper employs theoretical and analytical methods of insti-
tutional economics to analyze the impact of foreign trade system on tea export in modern
China. It comes to the conclusion that, in tea trade between China and foreign countries,
Matheson and Ch’a Chans as middlemen, with market power, dominated the establish-
ment of modern Chinese tea trade system. The system protected their monopoly on trade
and interests, but hindered the development of modern Chinese tea trade and tea industry.
The inability of modern Chinese society and governments to reform the trade system resul-
ted in more difficulty in the transformation of modern Chinese tea trade and the develop-
ment of tea industry. The empirical test also supports the hypothesis that the trade system
dominated by Matheson and Ch’a Chans provided the strongest explanation for the decline
of tea trade in modern China. To study and rethink these problems may provide some in-
sights for current reform and institutional construction in China.

Key words: middlemen; trade system; tea trade in modern China; empirical test
(wiEm#E & D
(E#E% 76 70
cy ratio by using simultaneous equation models. It comes to the results as follows: firstly, the
effect of capital adequacy ratio on liquidity creation differs widely in different types of banks; the
effect is not significant in large state-owned banks, while the increase in capital adequacy ratio
leads to the reduction in liquidity creation in national joint-stock and local commercial banks, con-
firming the financial fragile-crowding out hypothesis; secondly. the impact of liquidity creation on
capital adequacy ratio is significantly negative in all three kinds of banks, namely greater liquidity
creation results in higher liquidity risk, but banks do not increase capital adequacy ratio corre-
spondingly. The conclusions provide important reference for reasonable capital and liquidity regu-
lation policy formulated by Chinese banking regulation authority and the advancement of capital
and liquidity management in commercial banks,
Key words: liquidity creation; capital adequacy ratio; financial fragile-crowding out
hypothesis; risk-absorption hypothesis
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