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Zero-sum or Win-win?
A Reinterpretation of Cross-strait
Economic Exchanges
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Department of Political Science, Soochow University

ABSTRACT

Despite continuing and expanding interactions across the Taiwan
Strait, the two sides emphasize different concerns and have divergent
perspectives on calculating the costs and benefits of these exchanges.
While appreciating the benefits brought by cross-strait economic
cooperation, Taipei has serious concerns for possible adverse effects on
Taiwan’s political and economic security. For its part, Beijing has also
mixed feelings about the increasing economic integration between the
two sides. The marked differences in their respective values and
concerns contribute to a mixture of win-win and zero-sum situations in
cross-strait economic relations, with the former type of situation
advancing mutual cooperation while the latter impeding it. To account
for this important but oft-neglected aspect of Taipei-Beijing interactions,
we construct a two-player game-theoretic model by incorporating the
variable of sensitivity to relative gains (SRG). Several interesting
propositions are derived from the model and tested against the empirical
data of cross-strait economic and trade exchanges between 1994 and1997.
Our hypotheses were largely verified. While supporting some existing
observations, our findings also pose serious challenges to much
conventional wisdom on Taipei-Beijing interactions.
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