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The Impact of Taiwan’s FDI in Chinese Mainland on Cross—Strait
Trade

LI Hong-mei, YUAN Wei
(Minzu University of China, Beijing 100081)

Abstract: Taiwan’s FDI in Chinese Mainland and cross—Strait trade are growing fast since the late 1980s.

Based on co—integration and error correction model, this paper studies the long—term equilibrium relationship

and short—term adjustment mechanism between Taiwan’s FDI in Chinese Mainland and cross—Strait trade, and

reveals there is rapid adjustment of relationship between Taiwan’s FDI in Chinese mainland and Mainland

exports to Taiwan from short term deviation to long term equilibrium, but the adjustment of relationship between

Taiwan’s FDI in Chinese mainland and Mainland imports from Taiwan from short term deviation to long term

equilibrium is extremely slow.

Key words: Chinese Mainland; Taiwan; FDI; Cross—Strait trade; co—integration; Error correction model



