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Abstract ; The relationship between Taiwan businessmen’s direct investment in Fujian agriculture in-
dustry and agricultural products trade between Fujian and Taiwan is investigated based on vector auto
regression ( VAR) model. Tt is proved that Taiwan businessmen’s direct investment in Fujian agri-
culture industry is Granger causality for promoting the development of agricultural products trade be-
tween Fujian and Taiwan. Taiwan businessmen’s investment in Fujian promotes Taiwan region’s ag-
ricultural products exportation to Fujian, substituting part of agricultural products importation from
Taiwan region in the short run, but will promote it in the long run. It is maintained that Fujian and
Taiwan should enhance openness, search for effective cooperation model, create favourable invest-
ment environment and make advantage of economical promotion effect of Taiwan investment.
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Tab.1 ADF unit root test result

At K gm A #l ADF 45 55{H 5% /KT i A P 25
LEX (C,T,0) -2.981412 ~3.759743 0.168 3 E[ERA 1
LIMP (C,T,0) 5.094 829 ~3.759 743 1.0000 e[S
LFDI (C,T,1) -0.640 526 ~3.759 743 0.958 6 e[
dLEX (C,T,0) ~3.095 869 -3.791 172 0.1455 P-4
dLIMP (C,T,0) -0.580 964 ~3.791172 0.962 3 E[ERA 1
dLFDI (C,T,1) -3.571 820 -3.791 172 0.0705 e[
2dLEX (C,T,0) ~6.794 909 ~3.828975 0.000 7 PR
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2dLFDI (C, T,1) -5.828616 ~3.828975 0.002 6 T
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Tab.2 Johansen co-integration test result

R/ FHIEE SR S%AE P{E

0 0.946 196 71.48734 35.19275 0.0000
EEA 0.791 656 27.65123 20.26184 0.0040
££2 0.240315 4.122768 9.164546 0.3942
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Tab.3 Granger causality test result

JEBGR Fgiiti  PH
LEX does not Granger Cause LIMP  2.308 58 0.1546
LIMP does not Granger Cause LEX  0.18083 0.6782
LEFDI does not Granger Cause LIMP  15.8096 0.001 8
LIMP does not Granger Cause LEX  1.22473 0.290 1
LFDI does not Granger Cause LEX  22.3131 0.0005
LEX does not Granger Cause LFDI ~ 0.821 88 0.3825
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Fig.1 Impulse responses of LEX and LIMP to LFDI
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Tab.4 Variance decomposition of LEX

B bRifEiR2E LFDI LEX LIMP

1 0.022345 0.284767 99.71523  0.000 000
2 0.028805 1.847806 96.72053 1.431 665
3 0.036494 3.555149 94.21091 2.233940
4 0.042746 10.57220 87.20375 2.224 044
5 0.047983 20.71582 77.29351 1.990 671
6 0.052451 31.31715 66.68932 1.993529
7 0.056179 40.03217 57.84694 2.120 890
8 0.059339 46.51764 51.23487 2.247492
9 0.061991 51.30353 46.35250 2.343 968
10 0.064210 54.90335 42.67174 2.424907
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Tab.5 Variance decomposition of LIMP

B bR 22 LFDI LEX LIMP
1 0.022345 1.249413 20.09684 78.653 75
2 0.028805 2.315750 51.98618 45.698 07
3 0.036494 36.99013 33.90501 29.104 87
4 0.042746 45.42467 29.23536 25.33997
5 0.047983 55.17959 24.27204 20.54837
6 0.052451 61.27354 21.02021 17.70625
7 0.056179 66.01882 18.30152 15.679 66
8 0.059339 69.66419 16.17366 14.162 14
9  0.061991 72.36309 14.56425 13.07265
10 0.064210 74.41023 13.32353  12.26623
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