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The Model to Analyze a Raising up Tariff by Taiwan to
Products from Mainland of China—— A Study from the
Effect of Factor Income Distortion

LIAN Zheng-shi ZHU Zhong-di

Abstract: The raising up tariff by Taiwan to the products from Mainland of China will distort the factor
income distribution pattern in that island. We use a general equilibrium model were an economy inputs two
factors, i.e. capital and labor and produces two products, i.e. manufactures and high-technologies, to
discuss the short run and long run effects on factor’s income by the raising up tariff. We discover, the
wage as the labor income in two production sectors is both rising up within the short run, but it is going
down for an unprotected sector in a long run; the reward as the capital income in that protected sector is
rising, but it is going down for another unprotected sector within a short run. So, the effects of factor
income distribution comes from the imports tariff if adopted by Taiwan, will hurt the development of its
advantaged industry. This is the theoretical foundation to promote FCFA.

Key words:imports tariff; an economy with two sectors and two factors; general equilibrium model;the
effect of factor income distribution
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