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Experiential analysis to the dynamic effect of foreign trade
on economic growth in China

Abstract: This paper revised the model of foreign trade multiplier, and estimated the time-varying marginal
propensity to import and foreign trade multiplier in China though the time-varying parameters model. The results
show that, import trade has crowded out the domestic aggregate demands in the short run and weakened the effect of
export trade on economy consequently. Moreover, we used the impulse-response function to analyze the dynamic
effect of import/export trade growth rates on economic growth rate in China. The results show that both import trade
and export trade have promoted the economic growth, and the effect of import trade is greater than which of export
trade.
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