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ABSTRACT

This study, motivated by an open trade policy for fruit between
Taiwan and China, utilized a two-stage budgeting allocation to construct
an LES-AIDS model. In order to better understand fruit consumption
patterns in urban China, we employed annual provincial data from urban
China between 1996 and 2001. We estimated a fixed—effect panel data
model to investigate demands for fruits and other foods in urban China
and attempted to make potential policy implications for fresh fruit trade
between Taiwan and China. Our empirical results revealed several
important findings. First, estimated expenditure elasticities from the
first-stage food demand system show that fruits and aquatic products are
the two food groups which the Chinese urban households would increase
consumption of the most, as long as their income continues to grow as
expected. In addition, among all fruit items of interest, watermelons,
bananas and grapes have the highest expenditure elasticities (both condi-
tional and unconditional elasticities), indicating that Chinese urban
households would increase their consumption of these fruit items more
than the others. Finally, our empirical analyses in this study provide a
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better understanding of fruit consumption patterns in urban China and
may provide constructive suggestions for the Taiwanese government
concerning related policies of fruit exports to China.
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