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According to Taiwan's Ministry of Economic Affairs, about 52.9% of the island’s ex-
port orders in October were for goods produced and shipped outside Taiwan. That's
up from 47% five years ago.

Electronic gadgets such as Apple Inc’s iPhones and iPads are produced in fac-
tories run by Taiwan’s Foxconn Technology Group, but located in China. Quanta
Computer Inc., the world’s biggest contract PC maker — producing for both Hewlett-
Packard Co. and Dell Inc. — also manufactures almost exclusively in China.

That means the recent launch of new devices by these brands is buoying Taiwan's
export orders and PMIs, but not its exports.

Foxconn and Quanta Computer moved to China in the 1990s to take advantage
of lower production costs and vast pool of cheap workers. If these companies need to
relocate some manufacturing as China’s labor costs rise, they're more likely to build
factories in Southeast Asia rather than come back to Taiwan. Foxconn, for example,

_has said it’s considering building a smartphone factory in Indonesia,

Taiwanese businesspeople complain that the government doesn’t provide enough
incentives to lure businesses, citing a reluctance to open the door wider for low-cost
foreign workers or offer more affordable Iand.

The fact that Taiwan finds it difficult to strike trade deals with other nations —
due to pressure from China, which claims sovereignty over the island — also makes
it less commercially viable for companies to move back, economists say.
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FAE LT R (adapted from The Economist) B E T HRSE:

Workers in China and America alike face a shared threat: they have captured ever less
of the gains from economic growth in recent decades. The “labour share” of national
income has been falling across much of the world since the 1980s. OECD reckons
that Iabour captured just 62% of all income in the 2000s, down from over 66% in the
early 1990s. )

A falling labour share implies that productivity gains no longer translate into
broad rises in pay. Instead, an ever larger share of the benefits of growth accrues to
owners of capital. Workers in America tend to blame cheap labour in poorer places
for this trend. They are broadly right to do so. Yet trade cannot account for all labour’s
woes in America or elsewhere. Workers in many developing countries, from China to
Mexico, have also struggled to seize the benefits of growth over the past two decades.
The likeliest culprit is technology; which, the OECD estimates, accounts for roughly
80% of the drop in the labour share among its members,

Cheaper and more powerful equipment, in robotics and computing, has allowed
firms to automate an ever larger array of tasks. New research by Loukas Karabarbou-
nis and Brent Neiman of the University of Chicago illustrates the point. They reckon
that the cost of investment goods, relative to consumption goods, has dropped 25%
over the past 35 years. That made it attractive for firms to swap labour for software
whenever possible, which has contributed to a decline in the labour share of five per-

_ centage points. In places and industries where the cost of investment goods fell by

more, the drop in the labour share was correspondingly larger.

Such trends may tempt governments to adopt new protections for workers as a
means to support the labour share. Yet regulation might instead lead to more unem-
ployment, or to an even faster shift to automation.
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