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Causes on the Long Term Changes in Personal Income Inequality in Taiwan
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Abstract;:

Factor analysis is applied to Taiwan’s
Workers
themselves from others by their endowments
of unobservable “skills”.

labor  market. distinguish
Wage income
therefore can be expressed in terms of “skill
“Skill price”
is determined by demand factors (eg., per
capita GDP, the ratio of export to GDP), and
supply factors (i.e.,

price” and “skill endowment”.

the relative and total
quantity of that skill in the economy.) In so
doing, the intertemporal changes in income

inequality ~can be decomposed into the
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contributions of demand factors, supply
factors, the change in skill structure, and
residual. This study finds that the change in
skill structure is the most important force to
drive inequality downward during 1976 and
1996. Besides, demand and supply factors

are inequalizing and equalizing, respectively.
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