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Abstract 
The study probes into the China Taiwan two fold economic and 

political relationships as they are the political rivals but economic 

partners sharing intimate and strong economic ties but politically 

contentious connection simultaneously. Both the countries have 

witnessed over the last few decades political ups and downs but despite 

their rivalries they are valuable trading partners for each other as they 

have invested tens of billions of dollars in each other’s economies. A 

glimpse over the historical background will surely help us to know 

about their political relationship and its impact over their economic 

interactions. Another aspect under consideration in this article is to 

analyze the economic, political, and cultural scenarios faced by both 

on national and international level that caused them to move from 

divergence to rapprochement. The political dynamics and the economic 

ties between the two states will determine the future outcomes since the 

economic interaction will not only have a reciprocal influence on both 

but also on the global scenario. So to understand the current status of 

cross-strait relationship, one needs to have a scanning of economic 

development in the shape of bilateral trade, trade agreements, and 

meetings between the political figures for their cultural and economic 

interactions. The study concludes that the asymmetrical relationship in 

bilateral trade and FDI has both serious political and economic 

implications. The imbalanced economic interdependence helps to infer 

and predict that China’s enormous economic influence can be used as 

the political leverage over Taiwan. So Taiwan is equally in the 

economic and political risk. Taiwan needs to avoid economic 

concentration with China and find some alternatives for its economic 

exchanges to avoid any threat from China in future as this much 

interdependence can result into an integrated single economy 

eventually detrimental to Taiwan’s strategic interests.  
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I. Introduction 
As this is an era of economic competition rather than military confrontations, 

and is characterized by a tendency of economic dominance over others to secure political 

interests; so the economic ties and rivalries have gained much more significance than 

ever in the foreign, political& economic policies of the states in the recent times. Now, it 

has become a burning question of the day for the states whether to get along with political 
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rivalries with no economic activity or to develop economic ties keeping the political 

conflicts aside or to keep both side by side to manipulate economic dominance for 

political gain. Many countries find themselves in the same scenario such as Pakistan & 

India, so does China & Taiwan facing the same dilemma. 

 

 The study probes into the China Taiwan two fold economic and political 

relationships as they are the political rivals but economic partners sharing intimate and 

strong economic ties but politically contentious connection simultaneously. Both the 

countries have witnessed over the last few decades various political ups and downs but 

despite their rivalries they are yet the valuable trading partners for each other as they 

have invested tens of billions of dollars in each other’s economies. A glimpse over the 

historical background will surely help us to know about their political relationship and its 

impact over their economic interactions. Another aspect under consideration in this study 

is to analyze the economic political and cultural scenarios faced by both the states on 

national and international level that caused them to move from divergence to 

rapprochement. The political dynamics and the economic ties between the two states will 

determine the future outcomes since the economic interaction will not only have a 

reciprocal influence on both the states but also on the global scenario as well. So to 

understand the current status of cross-strait relation, we need to have a precise and quick 

scanning of economic development in the shape of bilateral trade, trade agreements, and 

meetings between the political figures for their cultural and economic interactions.  

 

II. The Cross-Strait Relationship 
China Taiwan relationship is known as the Cross-strait relationship, as named by 

Chen kai Chen in his article and by many others, due to their geographical position. 

(Chen, China and Taiwan: A Future of Peace? A Study of Economic Interdependence, 

Taiwanese Domestic Politics and Cross-Strait Relations, 2009, p. 14) It has gained great 

attention on the international level due to its strategic importance in East Asia. The 

conflict between China & Taiwan started in 1949 when a civil war broke out in China 

and resulted in the domination of the communist party of Mao Tse Tung in PRC and the 

escape of Chiang Kai Chek to the island of Taiwan establishing a nationalist government 

in ROC. Since then, the cross-strait relations are in a state of conflict and hostility. (Chen, 

China and Taiwan: A Future of Peace? A Study of Economic Interdependence, 

Taiwanese Domestic Politics and Cross-Strait Relations, 2009, p. 14) The situation even 

got more complex when Taiwan lost its status as a representative of China at UNO in 

1971 when the Mainland China replaced Taiwan as a sovereign state and the intensity of 

the political conflict was aggravated when the US shifted its diplomatic relations from 

Taiwan to China. 

 

 In addition to the divergent claims over territorial jurisdiction, the two states have 

some disputes regarding maritime belt since 2010. (Lu, The South China Sea and Great 

Power Politics: Implications for U.S.-China-Taiwan Relations, 2014) Although, the 

People’s Republic of China succeeded the ROC’s legal rights in international 

collaboration in 1949, but the claim about the control over South China Sea area is yet 

ambiguous while Taiwan’s claim over the area is also unclear that has caused divergent 

claims regarding ‘exclusive economic zones’ (EEZs) and it is most likely that China’s 

claim of EEZs might ignite conflict in the region. (Lu, The South China Sea and Great 

Power Politics: Implications for U.S.-China-Taiwan Relations, 2014) 
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III. Converging the Divergence 
 From1949 to 1979 the political hostility dominated and suppressed all the 

possibilities for any kind of links as even the economic interaction between Taiwan and 

China was non- existent since then with no trade, no transportation, and no postal and 

telecommunication links due to the politically contentious background. But, since late 

1970s and early 1980s, some regional, geographical, cultural, political, and economic 

factors on both sides contributed for opening up the cross-strait relationship. Amongst 

these factors, the most important factor for the rapprochement was economic 

development. By 1980s, Taiwan became a dynamic capitalist, export oriented, and 

manufacturing economy with a modern, innovative and technological environment with a 

conversion from economic nationalism to economic liberalization in 1984 and from 

Martial law to democracy in 1987. This made Taiwan to resume the long abandoned 

relation with mainland China that was ardently needed for the development of its high 

technology industries. This was the time when civil contacts were also resumed. 

Moreover, the increase in personal savings, rise in land prices, and increased strength of 

new Taiwan Dollar against the US Dollar throughout 1980s resulted into a decrease in the 

competitiveness of Taiwan’s export-led economy and led the labor intensive small and 

medium sized business to China and other Asian countries. Moreover, the availability of 

skilled educated Chinese labor with low wages also created favorable environment for 

Taiwanese traders and investors that paved the way for people to people contacts between 

the two countries. 

 

 Another development in this regard was on the other hand, China’s transition from 

centrally planned economy to a Socialist Market Economy that was named as Chinese 

Economic Reforms by Deng Xia ping after the death of Mao Tse Tung, which 

contributed drastically to salvage the falling economy of China. Under the communist 

years of Mao Tse Tung, China did not welcome foreign investment and the absence of 

rules and regulation till 1979 resulted in the poor economic performance of PRC as 

compared to other Asian countries like Japan, South Korea, and Taiwan. After the death 

of Mao Tse Tung, Deng Xiaoping criticized the inability of the administration of CCP 

(Chinese Communist Party) and concluded that open policy for economic activity would 

prove to be a significant step for a more prosperous China and its own survival as for 

staying in power. Since China was on the way of economic reforms in late 1970s and 

early 1980s, it needed foreign exposure of technology and management for the strong and 

modernized industrial development. At that point, the market oriented reforms were of 

great importance as far as China’s economic relation with Taiwan and rest of the world 

were concerned. Therefore, the first joint-venture law was passed in 1979, which allowed 

the non-PRC companies for joint ventures with mainland China. Many other reforms 

were made in the coming years. As a result, China became an ideal destination for 

Taiwanese traders and investors. On the other hand, Taiwan was the best choice for 

China in view of its political intentions for reunification and a more powerful economic 

need for Taiwan’s help in Chinese economic reforms and development campaign. Its 

economic engagement policy was announced in a speech by National People’s Congress 

Vice Chairman Ye Jiangying who put forward a nine point formula that proposed to 

establish three ties (direct trade, postal, and transport) and four exchanges in 1980 

(educational, cultural, economic and sports) and indicated its interest in bilateral 

engagement by sending a trade mission to Hong Kong for purchasing 80 million dollar 

worth of goods from Taiwan with a preferential policy for cross-strait relationship. 

(Tung, 2004). 
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 It was not only the foreign capital that was the main driver for convergence but the 

great desire to encourage reunification of PRC and ROC also played the vital role. Along 

with economic engagement, political hostility remained the most significant attribute of 

the cross-strait relationship but it would not be an exaggeration to claim that the political 

factors on both sides contributed for the commencement of bilateral economic contact. 

China’s political objective for reunion is an open secret with a slogan of ‘One China One 

Family’ but on Taiwan side, the cross-strait relations have somewhat seen fluctuations 

due to the domestic politics of Taiwan. Taiwan’s domestic politics has been dominated 

by two political forces; pro-China and pro-Taiwan.  The Pro-Chinese nationalism 

represented by ‘Pan Blue’ considers China-Taiwan conflict as a domestic issue, while the 

pro-Taiwanese nationalism represented by Pan Green considers China-Taiwan conflict as 

an international issue. Since the former believes in the idea of One China One Family, 

this led China to develop a dual attitude towards Taiwan by being aggressive to Pan 

Green and friendly to Pan Blue Therefore, Taiwan’s domestic politics causes fluctuation 

in the cross-strait political and economic relation. (Chen, China and Taiwan: A Future of 

Peace? A Sudy of Economic Interdependence, Taiwanese Domestic Politics and Cross-

Strait Relations, 2009) 

 

Figure 1: Taiwan’s Domestic Politics and China-Taiwan Relation 

 
 

 In addition to this, Taiwan and China share strong ethnic and cultural ties in spite 

of severe political hostility, and are geographically close to each other. So the 

geographical and regional factor with an incentive of cultural and ethnic similarity proved 

amongst the significant factors when internationally increasing trend of intra-regional 

trade was also growing in Asia. Trade pattern had also shifted from inter-industry to 

intra-industry   in Asia in general and in China in particular. This meant a shift from 

traditional pattern of “Production of all under one roof in one country” to a new pattern of 

“Production in fragmentation”. (Xinpeng Xu and Yu Sheng, 2009, p. 2) Therefore, the 

increasing new trend in regional trade led to a more specialized division of labor and also 

contributed to the natural outcome of economic integration between China and Taiwan. 

Moreover, the dominating trends of globalization and consumerism on the international 

level also forced both actors to get involved in even stronger economic activity. 

 

 In a nutshell, it can be easily inferred by the analysis of the prevailing conducive 

conditions in both countries that both shared some reciprocal advantages to avoid some 

disadvantages on their side. Taiwan became an ideal choice for China due to its highly 

educated workforce with strong international experience, strong performance in high-tech 

sector and innovation, good state investment in technology and research, internationally 

integrated economy, good standards of governance and reliable legal system, intellectual 

property rights protection, and to avoid certain disadvantages within China such as lack 

of meaningful political reform despite economic performance, poor rule of law, although 

this has been improving since last two decades, and vast demographic and sustainability 

challenges. While for Taiwan, China became a preference due to its plentiful land, huge 

labor market, pro-growth government policies, excellent logistic links and potentially 
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vast consumer market. Amongst the reasons for the transfer of Taiwan’s investors 

towards China was the razor-thin profit at home along with continuing political anxiety 

over irregular diplomatic status of Taiwan itself. (Kerry Brown, 2010) 

 

IV. Economic Engagement 
 As discussed earlier, initial steps for the economic engagement in 1979 were taken 

by China with a goal for unification after the adoption of the reform and open policy in 

late 1978.However, due to the increasing trend of Pro-Taiwanese national identity, there 

was no positive response on Taiwan side as they responded with three NOs (no 

negotiations, no contact, and no compromise) but soon was forced to adopt the principle 

of non-interference for indirect trade to the mainland China. China was in a dire need of 

this bilateral exchange for technological modernization, capital, and managerial expertise 

after the autarkic economic policies in late Mao years. So, China took some significant 

steps such as adopting preferential policies, laws, and regulations that offered tax 

relaxations, Special Economic Zones and greater protections to Taiwanese investors and 

traders. However, despite all these incentives, China has been suffering trade deficit in 

trade with Taiwan. Taiwan’s exports have been greater in volume than the imports from 

China with a ratio of three to one approximately as can be assessed through the face value 

depicted in the figure below. It happened due to the protectionism policy adopted by 

Taiwan to keep interdependence balance in its favor .That is why the trade between the 

two has been characterized as asymmetric. 

 

Figure 2: China & Taiwan Trade Balance from (1992-2008) 

 
Source: (Xinpeng Xu and Yu Sheng, 2009) 

 

 Bilateral trade between China and Taiwan started in 1980 as mentioned before. 

Though in the start, there was an indirect trade via Hong Kong and other places with 

some restrictions but soon Taiwan’s trade with the Mainland was faster than other 

regions in the world in 1990s. By the early to mid-1990s, China became Taiwan’s 

3
rd

largest trading partner after the USA and Japan while Taiwan was China’s 4
th

largest 

trading partner after Japan, US and Hong Kong. Yet, there was no direct trade between 

the two countries. However, China and Taiwan’s accession in WTO resulted in a drastic 

rise in the bilateral economic exchanges. Taiwan also allowed the direct trade with China 

in 2001 that was previously banned. Now China is Taiwan’s largest export market (with 

direct exports and exports through Hong Kong accounting for around 40 per cent of 
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Taiwanese exports) and its second largest source of import supplies (after Japan), 

although the import share is less than half the export share. (Drysdale, 2015) By the first 

decade of 21
st
 century, the two way trades had an average growth of 16% annually that 

lifted the value of trade from $30 billion in year 2000 to $105 billion in year 2008 that is 

tripled in comparison to the trade in the last decade. Taiwan’s exports to China reached 

$74 billion accounting 8% of total China’s trade in 2008 whereas Taiwan’s imports from 

China totaled $30 billion leaving a $44 billion trade surplus. (Daniel H. Rosen and Zhi 

Wang, 2011) 

 

Figure 3: Evolution of China-Taiwan Bilateral Trade Share (%) 

 
Source: (Xinpeng Xu and Yu Sheng, 2009) 

 

 In 2009, the bilateral trade declined to $87 billion because Taiwan’s export market 

was decimated due to Global Financial Crisis (Kerry Brown, 2010) but got back on the 

track to previous heights through a trade agreement named as ‘Economic Cooperation 

Framework Agreement’ (ECFA) signed on June 2010 during the Ma Yingjeou of the 

KMT regime in Taiwan. (Kerry Brown, 2010) Agreement was concluded after a series of 

high-level exchanges between the then Chinese President Hu Jintao and the Taiwanese 

leadership that resulted as a breakthrough in the bilateral relationship between the two 

states. (Drysdale, 2015) The ECFA, after an intense controversy between the two 

political forces (DPP & KMT) in Taiwan, significantly resulted in the normalization of 

trade between the Mainland and Taiwan as WTO members, allowing the removal of 

blockages in bilateral trade. (Drysdale, 2015).This agreement was signed bilaterally 

though the respective objectives were different but it had deep political and economic 

impact over the two states. The bilateral trade reached its peak in the same year without 

any structural change in two partners’ trade share. (Drysdale, 2015) ECFA was important 

for two reasons; at first, it provided a framework for the trade relationship with China and 

secondly it widened the scope for Taiwan to participate in regional trade and production 

network with more opportunities to trade with China and also with other countries as 

well. Some people favored this treaty as a booster of Chinese investment in Taiwan.  

 

 Contrary to this, the opponents of this agreement argued that it could make Taiwan 

more dependent on Chinese economy. (Wilson, 2014) The opinion of the latter group 

seems to be true as it did not bring any structural change in the bilateral economic 
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relationship rather making Taiwan’s economy more dependent on China. It raised the 

ratio of the Chinese investment amounting from $94 million in 2010 to just $328 million 

in 2012 as thanks to the prudent policy of Taiwan, the high-tech sector was still regulated 

and close to the FDI from China and moreover China’s giant sized industries had no 

attraction for small sized market of Taiwan. (Wilson, 2014)However, the agreement 

contributed to foster the bilateral trade with a startling rise in Taiwan’s trade with China 

that amounted up to US$165.5 billion in 2013 according to Taiwan’s Bureau of Foreign 

Trade. (Justine Doody, 2014) The tourism industry also flourished with a drastic civilian 

visit ratio as 2.8 million Chinese came to the island in 2013 and 670 flights were made 

between the two countries every week. (Justine Doody, 2014) 

 

 Another economic agreement, a derivative and continuation of ECFA, known as 

the Cross-Strait Service Trade Agreement (CSSTA) between the two countries was 

signed in 2013 that paved the way for the services exchange between the two countries in 

banking, construction, transportation, entertainment, finance, tourism, and healthcare, 

telecommunication, and finance sectors. (The US Congress Proceedings, 2014, p. 7) .This 

agreement once again was designed to favor Taiwan; yet it had to face the hard 

opposition regarding its enactment and ratification without a clear trade-transition 

package in place. It was opined that the agreement will hurt smaller industries – such as 

travel, transportation, and printing – in Taiwan (The US Congress Proceedings, 2014, p. 

7)Soon, it became a controversial issue and Taiwan’s Sunflower Student Movement 

protested against this agreement during March 2014, (Wilson, 2014) that was the largest 

student protest in the history of Taiwan. There were two opposite view points about this 

very agreement. The one was in favor with an argument that this treaty would help the 

Taiwanese stagnant and marginalized economy to flourish and the other criticized it 

because of the increasing influence of China over Taiwan’s economy that could be used 

as a political leverage against Taiwan in future. 

 

Figure 4: Taiwan’s Major Trading Partners 2009 & 2013 

   2009     2013 

 
Source: (Maaike Okano-Heijmans, Sander Wit, Frans-Paul van der Putten, 2015) 

 

V. Politico-Economic Interdependence 
 During the last few years the relation between China and Taiwan reached to the 

peak of intimacy as Ma Ying jeou of KMT was elected as the president of Taiwan from 
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2008 to2011 and again in 2012 to 2015.The ruling KMT party always believed in 

Chinese identity of Taiwan as President Ma, in his election campaign, recognized in early 

talk about a “Common Chinese Market” for Taiwan’s economic performance (Kerry 

Brown, 2010)Ma and the KMT were in favor of rapprochement with China with an 

argument that strong economic ties will safeguard Taiwan’s status and make it very 

difficult for China to dominate Taiwan without the will of the people of Taiwan; but the 

people of Taiwan rejected this point of view as Ma’s approval ratings stood at 17.5 % in 

May 2014. (Justine Doody, 2014)According to estimates, Taiwanese identification is 

getting stronger and almost 55% of Taiwanese people reject any notion of Chinese 

Identity. (Justine Doody, 2014)However, it is obvious that both interpret this concept 

differently with respect to their own preferences. 

  

 China-Taiwan economic interdependence brought a turning point in their political 

relationship when a historical visit was arranged at the ministerial level when Zhang 

Zhijun, the head of China’s Taiwan Affairs Office visited Taiwan on June 25, 2014 for 

the first time in the political history of the cross-strait relationship in response to the visit 

of Wang Yu-Chi in February 2014 as both represented their Governments to negotiate 

about the future economic strategy. (Justine Doody, 2014) Another breakthrough in the 

cross-strait relationship was observed when the chairman of KMT Eric Chu visited 

Beijing to meet Xi Jinping on 4 May 2015 and agreed upon the concept of One China 

based on the 1992 consensus with different interpretations on both sides. It was a second 

time that the leaders of both the states have met since 1949. (Sheryn Lee and Benjamin 

Schreer, 2015)These visits are considered as the ice-breaker in the development of China-

Taiwan bilateral relationship though China did not allow Taiwan to join regional 

organizations as an independent sovereign state. Another historic moment in the bilateral 

relationship was the meeting between the Chinese President Xi Jinping and his 

Taiwanese counterpart, Ma Ying-jeou in Singapore on 7 November, 2015 (Sheryn Lee 

and Benjamin Schreer, 2015) that was the first ever meeting between the heads of the two 

states. Since the Presidential elections in Taiwan were near to be held, the meeting was 

considered to be an indication by the Chinese government  for the Taiwanese electorate 

that the ruling Kuomintang (KMT) party remains the best choice for dealing with Beijing 

as well as the Xi–Ma meeting also reflected a gradual shift in the CCP’s attitude towards 

cross-Strait relations. These advancements in the political circle clearly depict the 

vulnerability of Taiwan to safeguard, revive and improve its economic status and 

strength. These moves on the political level also reflect the arbitrary attitude of China 

towards its goal to bring Taiwan in its economic orbit that can bring Taiwan in the same 

position as that of Hong Kong. Most recent development in Taiwan is the Taiwan 

elections 2016, where the pro-China KMT party has lost the Presidential elections Dr. 

Tsai, the chairperson of the Democratic Progressive Party (DPP) has won the presidency.  

  

 The DPP has always been in favor of Independence and its relation with China has 

always been cold. It is noteworthy that Tsai government is well aware of the wishes of 

the majority of Taiwanese voters and youth, to whom, the issue of unification is not as 

much important as the revival of the stagnant economy of Taiwan. Tsai being the 

president of Taiwan shall need to recognize the fact that despite negative perception of 

the close economic link with China, good economic relations with China are critical for 

the falling economy of Taiwan and the most needed requisite for the maintenance of its 

economic structure. On the other side, Beijing is well aware that United States is unlikely 

to abandon its commitments with Taiwan and that Taiwan’s socio-political trends are also 
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not in its favor, therefore, making a unilateral move towards reunification would be 

extremely costly. Thus, it implies the need to work more pragmatically with the new 

government in Taiwan. Therefore, there is an ardent need for both the states to develop a 

cooperative approach that is imperative due to the key domestic attitudinal shifts in both 

Taiwan and China. 

 

 As far as the economic engagement is concerned, it is growing steadfastly with the 

passage of time and its implications for Taiwan are perilous.  In 2000, Taiwan’s total 

trade with China (including Hong Kong) was only $18.5 billion. By 2013, total bilateral 

trade had grown to over $165 billion ($121 billion in exports to China and $44 billion in 

imports from China). China is now Taiwan’s biggest trading partner, accounting for 40 

percent of Taiwan’s exports and 16 percent of Taiwan’s imports in 2013 (Wilson, 2014), 

which manifests Taiwan’s rapidly growing economic concentration with China. 

Following table clearly projects the dependence of Taiwan’s economy on China where 

$77 billion bilateral trade surplus with China in 2013 was greater than $37 billion total 

surplus in the same years that means Taiwan runs a deficit with the rest of the world. 

(Wilson, 2014) 

 

Figure 5: Taiwan’s Economic Concentration with China 

 
Source: (Wilson, 2014) 

 

 China Taiwan bilateral trade relationship is increasingly asymmetrical as China 

has become extraordinarily important for Taiwan’s trade whereas Taiwan’s share is 

dropping in China’s overall trade. The small share of only 2% of China’s exports to 

Taiwan also shows that Taiwan as a trading partner is not vital for China but China on the 

contrary is the most needed market for Taiwan’s exports with an increasing fourfold 

share up to 27% during last ten years. Meanwhile, China’s imports from Taiwan as a 

percentage of its total imports have declined from 13 percent to 7 percent (for 2012), 

while Taiwan’s import share from China rose to 16 percent by 2013.Taiwan’s export 

share increased up to 40% of its total trade in 2013 as illustrated in the figure below. 

(Wilson, 2014) 

 

 

 

 

 

 



34      Pakistan Journal of Social Sciences Vol. 36, No. 1 

Figure 6: Bilateral Trade Asymmetry 

 

 
Source: (Wilson, 2014) 

  

 There are various reasons for the drastic fall in Chinese imports from Taiwan, 

which include labor costs, property price hikes, nature of goods imported, and reformed 

import structure in China. Another significant factor is the ECFA and CSSTA agreements 

that have the capacity to gain more from Taiwan. The imbalance in the bilateral trade is 

likely to increase in future putting Taiwan in a vulnerable position. The graph below 

depicts the growing dependence of Taiwan’s trade upon China and the increasing 

imbalance in Taiwan and China trade relationship over the years. 

 

Figure 7: Trade Concentration 

 
Source: (Wilson, 2014) 

 

 

 

 

 

 

http://www.heritage.org/~/media/infographics/2014/08/bg2930/bg-taiwan-economic-freedom-chart-5-825.ashx
http://www.heritage.org/~/media/infographics/2014/08/bg2930/bg-taiwan-economic-freedom-chart-5-825.ashx
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Figure 8: Investment Concentration 

 
Source: (Wilson, 2014) 

 

 The increasingly asymmetrical economic interdependence between China and 

Taiwan is not only existent in two-way trade but also can be traced in outward and 

inward Foreign Direct Investments (FDIs) between China and Taiwan. China received 

the biggest part of Taiwan’s overall outward FDI after Taiwan lifted its ban on indirect 

investment in China. Since 1991, Taiwan’s total outward investment in China increased 

from 10 percent to 84 percent in 2010. Most of Taiwan’s investment is in the 

manufacturing sector with electronic parts, computer electronics, and optical 

manufacturing possessing the largest shares. China’s total outbound FDI has increased 

from almost nothing in 2000 to $90 billion in 2013. Despite their close economic ties, 

however, Taiwan is not getting much from the mainland by way of investment. (Wilson, 

2014) 

 

VI. Conclusion 
 The analysis of political developments in the cross-strait relationship and bilateral 

trade and investment between the two states makes it convenient to infer and suggest that 

the asymmetrical relationship in bilateral trade and FDI has both serious political and 

economic implications. The analogy of spider and its web to trap a fly would be useful 

for understanding the nature of China-Taiwan economic relationship as China’s 

economic enchantments serve to trap Taiwan in China’s political web. The imbalanced 

economic interdependence suggests to infer and predict that China’s enormous economic 

influence on Taiwan’s economic affairs can be used as the political leverage over Taiwan 

as China’s intentions behind this economic interactions are dominantly aimed at creating 

an environment for the reunification of the two states as it has been usually expressed by 

the political leadership of China under the slogan of ‘One China One Family’. On the 

other hand Taiwan is not in an economically good position since 2000 along with a 

confused political background as the confrontation between the Pro-Taiwanese DPP and 

the Pro-Chinese KMT has aggravated the critical situation. So Taiwan is equally in the 

economic and political risk. Taiwan needs to avoid economic concentration in China and 

find some alternatives for its economic exchanges to avoid any threat from China in 

future as this much interdependence can result into an integrated single economy 



36      Pakistan Journal of Social Sciences Vol. 36, No. 1 

eventually fulfilling the dreams of China. Although, economic interdependence is being 

used as a tool for gaining particular advantages by both countries, yet at the end it can 

easily be suggested that Taiwan needs to reform its economic policies and should seek 

some market solutions to avoid any coercive and exploitive behavior of China.  
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