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The Impact of Cross-strait Trade between Taiwan and China on the
Labor Market of Taiwan

Yu-Wei Lan
Dept. of Financial & Banking
Takming College

Abstract

Since economic globalization is the trend of world business, Taiwan has to join the world trade
organization. However, Taiwan’s labor market is influenced by mainland China’s open door policy
greatly. The unemployment rate jumped to 5.2% in 2003. Whether Taiwan’s labor market got

benefit from cross-strait trade or not is the topic of this study.

This paper examines the sources of structural changes in output growth of Taiwan and Chinese
mainland’s economy over 1987-1997 using and integrating both Chenery’s growth-factor
decomposition method and Han’s occupation factor decomposition equation within the input-output
framework for analyzing the change of labor market from a demand side perspective after the open
family-related visits policy in 1987. It decomposes output growth into changes in intermediate input
use, domestic demand, import substitution and export components which can be decomposed into

foreign trade and cross strait trade further.

It is found that the employment of industry of both areas is on the increase from cross-strait trade
during 1987-1997. Especially, the manufacturing of Taiwan and the agriculture industry of mainland
China got the greatest employment opportunity than the others in her own area. However, Taiwan’s

agriculture and physical worker got benefit also.

Keywords : structural change > output growth decomposition > labor market
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