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Internationalization, Value Creation and Income Inequality:
Evidence from Taiwan’s Information-Electronics Industry

Abstract

In recent years, globalization has created structural shocks to Taiwan’s industry,
employment and population, and caused sluggish growth in salary over a long period
of time. Many problems are present behind economic growth in Taiwan. One of the
most serious is the widening and worsening income gap between the rich and the poor.
Taiwan’s economy is highly dependent on the international market. Owing to the
international sectoral division of labor, Taiwanese manufacturers are forced to move
to foreign countries, especially in China, which will affect Taiwan’s income
distribution. This article aims to estimate the impact of internationalization on income
inequality in Taiwan.

With Taiwan Economic Journal and Cmoney databases, we collect data from
firms in Taiwan’s information-electronics industry between 2005 and 2010. The
unbalanced panel dataset covers 312 manufacturers and 1532 observations in the
sample. The fixed effects model is adopted to evaluate how internationalization
influences value creation and income distribution. Major empirical results are
presented as below. (1) The higher the degree of internationalization, the higher the
value is created and the more unequal the income is distributed. (2) Reduction of
income distribution between employees and employers have been widened.(3)
Internationalization decreases the rent interest, depreciation, pretax profit, cash
dividends and retained earnings of firms in the sector.

Key words: Internationalization, Value Creation, Income Inequality
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Fr FREFHELMH

- & Akif it

kYRR E T TR A 2 PR AR S 2005
32010 » & 5 15325 2T =5 L (Unbalance Panel Data) > ® 4 % & & (V& p #})
frb EE (RPN ) S -2 B (Ga b ) B 2 i St it > 4o (£4-1) (£
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Mpoch et Y R EEE A vt ende X 8120, 401% > B ©7.519%
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£20.005% 2 A FAT AL LRGP 2 BAFT Lt LT A G ML
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A ehE TR R B A ko x B2,024% 0 B 0. 000% 0 1528
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B £ 0. 283% ;8 *hF F Y kA A chdk % 0. 326% -] 0. 000%
R £0.010%

A thend oW SRR Ik A R At dhd & 2280, 228% 0 ko] &
~44.220% » R £24.229% ;RN H B RBCAIF AR BT A kA E
98. 731% » & 0. 045% » 2 £ 23, T64% » 7% t ch @ PHRIT S4B 7
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= ©@100.000% > &) ©&1.212% > &% £21.008% > %7 & Bef i 1 B 5 bl
AE AR o R F BT E & (AGE) T taE F(EXP) b + Efrd | B A
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(% 4-1) &£ &2

& ot 3

L 3. 34 4 S L S Al B AL
USESEE S S VAc 73.203 78.050 120.401 7.519 23.789
WAGEC 16.992 15.541 84.519 0.417 11.747
SHc 0.215 0.114 2.024 0.000 0.283
OTHERc 73.481 77.169 280.228 -44.220 24.229
[ESi R S FDI 23.238 19.815 161.424 0.000 17.915
SuB 8.989 6.000 142.000 0.000 10.438
Et Uk ) GROW 4.273 5.440 10.720 -1.810 4.149
LNFA 14.393 14.199 19.944 8.708 1.605

27




(% 4-2) & B 2. & kot At
Rt T 3ok L S A = E AL
USESEE S S VAd 49.843 48.352 99.853 0.051 23.982
WAGEd 10.641 7.712 68.211 0.006 9.725
SHd 0.214 0.114 2.024 0.000 0.283
OTHERd 58.914 63.581 98.731 0.045 23.764
[ESi R S FDI 23.238 19.815 161.424 0.000 17.915
SuB 8.989 6.000 142.000 0.000 10.438
HEDU 71.703 75.001 100 1.212 21.008
AGE 34.266 34.000 68.840 25.300 2.953
EXP 5.072 4.700 23.810 0.400 2.152
Et VR S GROW 4.273 5.440 10.720 -1.810 4.149
LNFA 14.393 14.199 19.944 8.708 1.605
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(£ 4-3) & B -2L£8 8 2 & $lickoit Bt

L 3. 34 4 S L S Al B AL
USESEE S S VAF 23.360 15.921 99.949 0.000 22.368

WAGEf 30.579 23.353 99.946 0.000 24.095

SHf 0.0005 0.000 0.326 0.000 0.010

OTHERf 68.748 77.209 579.571 -2255.376 66.711
[ESi R S FDI 23.238 19.815 161.424 0.000 17.915

SuB 8.989 6.000 142.000 0.000 10.438
Et Uk ) GROW 4.273 5.440 10.720 -1.810 4.149

LNFA 14.393 14.199 19.944 8.708 1.605
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EEMA T EFAL (DEERAVARERI P  FRAPZEEMY &
2005312010 B F B 2o b o ()FEE (£4-4) 2 22 R s & (F
4-3) 2 ARFE S e £ 0 (FI4-3) k0 & E 5 82005 B 4o 8 0 0 2008
Y G EPos p hE RS b gk o

I (24-)F (Do BFATFAERP BAPN Y % 3 (OTHER) >
BEHA T IRFALAR  (DAEERBZZIPRT 6 FREM 2 H B i
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(2 4-4) £HBLEHER 2 LR KT

7 VAd VAC WAGEd WAGECc SHd SHc OTHERd OTHERCc
2005 49.850 68.536 11.455 16.762 0.444 0.331 61.961 72.779
(-7.781%%%) (-4.642%%%) (2.379%%) (-4.668***)
2006 50.899 71.297 10.215 15.384 0.354 0.244 62.420 72.413
(-9.371%*%) (-5.813%*) (3.022%+%) (-4.966%**)
2007 49.739 72.286 9.769 15.783 0.380 0.227 60.004 71.603
(-10.895%*+) (-7.069%*) (3.754%%) (-5.527%*%)
2008 50.137 74.355 10.829 17.681 0.229 0.148 57.741 77.164
(-11.975%%%) (-7.279%%%) (3.780%*%) (-8.729%%%)
2009 49.332 75.930 11.004 18.302 0.376 0.193 55.821 74.410
(-12.967%**) (-7.402%%%) (3.725%+%) (-8.727%*%)
2010 49.246 75.290 10.696 17.721 0.330 0.192 56.847 72.203
(-12.913%*%) (-7.587%%%) (4.302%%%) (-7.988%*%)
=g 1 49.843 73.203 10.641 16.992 0.348 0.217 58.914 73.481
(-27.068***) (-16.301%%%) (8.255%%%) (-16.800%**)
L FEIREE S tE o ks Rk okl ml i A 0%~ 5%~ 1% ok AR E o
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80

VAcC
70 ———
60
50 VAd
VA 40
30
20
10
0
05 06 07 08 09 10
=\/Ad | 49.85022 | 50.89927 | 49.73941 | 50.13734 | 49.33221 | 49.24552
e—\/Ac | 68.53563 | 71.29702 | 72.28579 | 74.35477 | 75.92964 | 75.29044
(B 4-1) Bp &is P o PR 2 fide | EARS
20 WAGEC
18 / —
16 ———————
14
WAGE 15 WAGEd
8
6
4
2
0
05 06 07 08 09 10
e \NAGEd | 11.45472 | 10.21482 | 9.769153 | 10.82901 | 11.00375 | 10.69555
e \NAGEc | 16.76161 | 15.38412 | 15.78278 | 17.68118 | 18.30231 | 17.7207

(B 4-2) BRIp &5 p R 2 505 7 7 b i AR
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d 3t h 2 drié * dhtk A 4530 5 Panel Data > wc tedi B R 2 0 5 % & X2
#2 % (Random Effect)~ H @2 % (Fixed Effect)¥? & ] T = j# (Least Square)
o &% Hausman Test &t % GF 03 3% @ % "L rc % R LA Lk 103

d LSS B LA B 2L A BB MR o 4o (£4-5) ~ (£4-6)

B (2 4-T) ST 0 Bl s % 0 &VACE Y FiHausmantk T i
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Bmm BRSPSk ) > VPt L il AT % BEOocs i 8

FHROFEL8.432 ta=1%T 2 F D L0 BEHEY HIock ] -

. OTHERci® 7 3¢ # > FRHausmante T jF 3" i@ * "B »a s H03) & B T
sk o] 0 &% IHausman Testz. @ 5 2. 729 & 8 F»c%k > FIM B n & K
K(EXEWE ) 27 BT sk #1 -

VA j 55 ¢ o Hausmante T bF 5030 @ % MLk 03 & B ok
B3] > % % % RHausman Testz & 5 5. 610 » & &7 ¥ »c % » Flo = m & Bk (3%
KU TR ) 0 AT dR T SRR ) -

WAGEd:® 75 ¥ - #kHausmantk T jF 3% s i¢ * SEda s #o3 s Fl
P 03] 0 S5 % 8 JHausman Testz @ 525,149 > o =1%T 7 B F»x% > 7
RS m R B (FEE TR ) ¥ Fidfe 2ur fFHC3I AT @ Hlaonk a3l

SEFROTELZ22.163 ta=1%T 2 F T &7 BHFE* ATk -
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#+ SHd® Eﬁ: V¢ o FrHausmanis Z_i% Eﬁ BUR @ SRR A H ek

#3] » #% % Hausman Testz {8 5 37.544 » o= 1%T } A E»c% - Flpt i

GmEBERGEE k) Va2 ﬁyﬁﬁ: |7 i FlEosnk oA B
AR FE 58,424 a=1%T A F o 47 B Fl ek i o
# OTHERd:® Ep’?;‘ ? s FxHausmants i Eﬁ’fﬁ:;‘ Rt * RE TR HA & B 2

»ed B3] 0 % 8 Hausman Testz & % 13. 372 fea = 10%T 3 & ¥ »c% » %]

ARG R B (RS ) ¥ Pl te T 03 &7 @ % A Ron s #03)
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(% 4-5) £ EF#FA2Z G * =k

Panel Data #-3|# =_

VAC WAGECc SHc OTHERCc
Hausman Test  26.664*** 12.881** 37.660*** 2.729
F-Statistic 30.629*** 20.365*** (e Algirsss NA

S K K RREA B 10% ~ Blfe1%2) %K A F o

(# 4-6) 228 B FHI 2 * =R

Panel Data $-3)# %

VAd WAGEd SHd OTHERd
Hausman Test ~ 5.610 25.149*** 37.544%** 13.372%**
F-Statistic NA 22.163*** 8.424>** 16.827***

FEok s ek s okkokn wl10% ~ Bl fr 1] T ok AR E o

(2 4-T) -2t 8 W3 @ICA2 U T 23=R

Panel Data #-3)# %

VAF WAGETf SHf OTHERTf
Hausman Test ~ 21.414*** 6.380 0.824 12.567**
F-Statistic 24.985*** NA NA 2.148***
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(% 4-8) e if BF BB 2%
Model 1
B VAC VAd VAf
C 87.241 95.93 -8.689
(15.13***) (16.76***) (-1.683%)
FDI 0.195 -0.163 0.358
(5.790***) (-4.874***) (11.87***)
SUB 0.129 -0.117 0.247
(2.084*%*) (-1.901%) (4.435%**)
LNFA -1.347 -2.853 1.506
(-3.357***) (-7.161***) (4.191***)
GROWTH -0.080 -0.041 -0.039
(-0.558) (-0.286) (-0.306)
System R?=0.146
(% 4-9) 6 EF#WANES
Model TT
B WAGECc SHc OTHERCc
C 90.283 -0.219 25.340
(16.19***) (-11.04***) (8.971**%)
FDI -0.344 -0.992 0.100
(-10.56***) (-8.546***) (6.035***)
SUB -0.168 0.371 -0.121
(-2.802**%*) (17.35%**) (-3.972%**)
LNFA -1.546 0.163 -0.644
(-3.983**%*) (11.80***) (-3.276***)
GROWTH 0.091 0.137 -0.072
(0.655) (0.275) (-1.021)

System R?=0.403
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(% 4-10) 24 & 7 ZH A8 %
Model II
Pic WAGEd SHd OTHERd
C -0.271 95.930 0.771
(-9.120%*%) (16.760%**) (11.490%**)
FDI -0.573 -0.163 -0.001
(-6.350%**) (-4.874%*%) (-1.741%)
SUB 0.155 -0.117 -0.003
(9.505**%) (-1.901%) (-4.163***)
HEDU 0.415
(5.215%**)
AGE 0.148
(1.977*%)
EXP -0.133
(-1.396)
LNFA 0.148 -2.853 -0.037
(-13.560%***) (-7.161%*%) (-7.836%*%)
GROWTH 0.258 0.041 0.003
(0.715) (-0.286) (1.828%)
System R?=0.384
(% 4-11) -2 L6 B LS
Model IV
gE WAGET SHf OTHERS
C 34.439 39.449 -8.689
(6.829%*%) (6.731%*%) (-1.683*)
FDI -0.197 -0.098 0.358
(-6.689***) (2.867%*%) (11.87%*%)
SUB 0.038 -0.086 0.247
(0.693) (1.366) (4.435%*%)
LNFA -1.563 2.244 1.506
(-4.452%*%) (5.500%**) (4.191%*%)
GROWTH 0.378 -0.309 -0.040
(2.991%*%) (-2.103**) (-0.306)

System R?=0.206
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(% 4-12) %@ G 2 %

Bk C FDI SuUB HEDU AGE EXP LNFA GROWTH
VAC 87.241 0.195 0.129 -1.347 -0.080
(15.130%**) (5.790%**) (2.084**) (-3.357**%) (-0.558)
VAd 95.93 -0.163 -0.117 -2.853 -0.041
(16.76%*%) (-4.874%*%) (-1.901%) (-7.161%*%) (-0.286)
VAF -8.689 0.358 0.247 1.506 -0.039
(-1.683%) (11.87***) (4.435%*%) (4.191%**) (-0.306)
WAGEC 90.283 -0.344 -0.168 -1.546 0.091
(16.19%**) (-10.56***) (-2.802%**) (-3.983***) (0.655)
WAGEd -0.271 -0.573 0.155 0.415 0.148 -0.133 0.148 0.258
(-9.120%**) (-6.350%**) (9.505%**) (5.215%*%)  (1.977**)  (-1.396) (-13.560%**) (0.715)
WAGEf 34.439 -0.197 0.038 -1.563 0.378
(6.829%**) (-6.689***) (0.693) (-4.452%*%) (2.991%**)
SHc -0.219 -0.992 0.371 0.163 0.137
(-11.04%**) (-8.546%*) (17.350%**) (11.800%**) (0.275)
SHd 95.930 -0.163 -0.117 -2.853 10.041
(16.760%**) (-4.874%*%) (-1.901%) (-7.161%*%) (-0.286)
SHf 39.449 -0.098 -0.086 2.244 -0.309
(6.731%**) (2.867***) (1.366) (5.500%**) (-2.103*%)
OTHERC 25.340 0.100 -0.121 -0.644 -0.072
(8.971***) (6.035***) (-3.972%%%) (-3.276%**) (-1.021)
OTHERd 0.771 -0.001 -0.003 -0.037 0.003
(11.490%**) (-1.741%) (-4.163*%**) (-7.836%*) (1.828%)
OTHERf -8.689 0.358 0.247 1.506 -0.040
(-1.683%) (11.870%*) (4.435%*¥) (4.191%*%) (-0.306)
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