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Abstract In this paper multivariate Granger causality tests with ECM are conducted to ex-



858 3

amine the relationship between trade and FDI in China using provincial-level time series data for
the period 1980—2001. The following results are found. The complementary effect is much more
notable than the substitution effect between FDI and trade. There exists stupendously consistency
between FDI and trade in all the provinces. T'wo-way causality between the export of end products
and FDI exists. Though FDI promotes the import of end products in the long run it has substitu-
tion effect in the short run. In the short run FDI has forward impacts on trade.
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