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Impulse Response Function Analysis on Relationship Between
IFDI and International Trade in Western China
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Abstract: Using the impulse response function based on VAR model, the long-term dynamic
relationship between the inflowing foreign direct investment (IFDI) and the international trade
during the period of 1992—2011 in western China was analyzed. From the results, it comes to the
conclusion that IFDI has negative impact on the export trade in western China. Meanwhile it affects
the import trade positively in western China with declining trend along with the time.On the basis

of the above mentioned analysis,some policy suggestions were put forward.
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a2 0 3.873 -2.653 -1.954 -1.610 FN
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F{H 0.421 1.796 2.392 3. 446 )
WIFDI A2 5 [ H 1 R H A4
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Tab.4 Western imports, exports and eastern IFDI Granger causality test results
e
i 25
1 2 3 4
F {4 4.221 4.694 1.609 1.119
HEORAZ S [ IFDI A J A R4
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IFDI A2 5| i 11 1 B 5 A
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H AR 25| IFDI 4 JE R . A
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F 18 0.032 0.566 1. 200 1.004
IFDI A2 51 H A JE A . s
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Tab.5 Lag order to determine the results
Lag Log L LR FPE AIC SC HQ
0 —49.979 33 NA 0.013 910 4.238 346 4.384 611 4.278 914
1 14.576 04 108.453 00 * 0.000 165 —0.206 083 0.378 977+ -0.043 812~
2 23.556 80 12.932 29 0.000 171 —0.204 544 0.819 312 0.079 430
3 34.767 30 13.452 60 0.000 158* —0.381 384~ 1.081 267 0.024 293
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Tab.6 Johansen cointegration test results

WG FAEE T geitst 0.05ImFE  #5% P

None*  0.465 362 32.59510 24.275 96 0.003 6
Atmost 1% 0.300 399 16.314 81 12.320 90 0.010 2
Atmost 2% 0.236 810 7.026 438  4.129 906 0.009 5
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