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& fEEE DR - e B S
Hh RIS & AT R 1R - BRI o i

B2 FEEZEAGEHER

HE R AN

W ERER Y - wage d (B rP s B A FLAOREEHIE)
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SEHE B o Eip) FEAY3 Bkl BIRIS Ei%le
gdp d SLSLI*R* (] 519%k% ] 525%k% (0.5 0.1 0.3
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FESERIEAAIRE » 5 7 AR B S E A T B BIE 710 o H & TR B A
FEPERE MG BT RGN RRBERERRS S T4 25)%%) » RIATLL
HERFI B BIHUH B B ¢ A H BRI B RS FR B ki - HIJ S22 B o [
B PR R - [RZRIANR - #1582 » BEA AR EKE LI Z AR BIR
Al (country-specific ) [R5 » 5228 1 2% B b B A RER T #H & @R RATR » ESAFEl s
SEHRAE T SR 5SS AT AL TG IR I

BRI A B > AR 3R T DUBIER BEAT A (322) BIRIAAS R - 1E
Peth 7 HA PR S o F R IKOR R BB B AR A (¢ dHKGHIMS
FHREUS B ) BURAGR - BEITR (LATWNI(EEHREE &8 - RRD - &8
G B P B & RS - (E PR AAR I 58 R B D Bl B A (R 1% - R
B (HEHUEBBIM S - MRIEEHE 2B RS IR -

”3 BEIRITEBRRIFEEZEMLETER
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B E  BRT RIS iRl HiRI10 A1l BiRd12
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gnipc_d  6.347***%  6.464%*** 6.476%** T A3 HERE 7 JOYHAE 7.856%**
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ex2chn -3.021 0.375
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t dHKG  78.157 -225.482%** _204.719  48.333 -591.960%** -753.392%**
t dITA 394.312%** 393.636%*** 392.987*** 358.524%** 348.248*** 342.320%**
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BN BR PRI K9 BiAd10 BRIl iRd12

t dJPN 269.485*** 119.747**%* 130.504 214.183*** -6.569 -95.228
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Fixed Ef-

Yes Yes Yes Yes Yes Yes
fect
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Adj R2  0.966 0.969 0.968 0.969 0.970 0.974
Hausman
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On the Wage Stagnation of Taiwan:
Trade and FDI Partners under Globalization

Deng-Shing Huang
Research Fellow, Institute of Economics, Academia Sinica

Abstract

The real wage rate in Taiwan has stagnated for more than ten years since
1997. This paper scrutinizes the long-term wage stagnation phenomenon from
the aspect of globalization, especially the close relationship with Mainland Chi-
na in trade and investment. Firstly, we argue that along with economic develop-
ment, the wage rate will evolve normally from high-growth period to die-down
period. And, the opening up of the labor-rich countries like China will acceler-
ate declining speed of wage for the developed countries. However, Taiwan’s
wage appears to decline even faster than that of other neighboring countries like
Korea and Japan. The wage-binding effect is due to closer trade and FDI link-
age with China, according to factor price equalization theorem in trade theory.
Then, by empirical study upon China’s major trade partners, we show that trade
and FDI relationship significantly explain the wage-tie to China, and keeping

advance in development and better technology can offset the wage-linkage.

Keywords: Wage-Binding Effect, Factor Price Equalization, Anchoring Effect,

Trade Partner



