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The deindustrialization is a worldwide trend happened naturally as the economical growth reaches certain levels in many countries. The phenomena of it are the GDP ratio of the manufacturing sector and the manufacturing employment ratio over the total employment decline rapidly. In contrast to it, those of the tertiary sector which is the service rise abruptly. The main causes of it are: (1) When people's incomes increase due to industrialization, the demand pattern changes from manufacturing goods to services; (2) Due to the advance of manufacturing technologies, the productivities rise higher and higher, which may impact employment negatively or increase employment positively; and (3) Owing to the keen price competition under the globalization context, firms lower their costs by outsourcing products and services, which causes serious trade imbalance. Some countries like U.S. and Germany have suffered serious manufacturing job loss due to industrialization. In Taiwan, the deindustrialization phenomenon also occurred. The most representative phenomena are that many manufacturing firms have moved their factories to China to lower their labor costs. Many people believe that moving the factories to China will hallow out Taiwan's industry. Is it true? What really happens? This study use the mathematical formulas as the basic tool, which is developed by the economist of Economic Policy Institute (EPI) in American, Dr. Josh Bivens, from the basic supply-demand identity in his 2004 paper discussing the deindustrialization in U.S. from 1998 to 2003 and analyzing the root causes of it. We use this tool with the official economic statistical data of Taiwan from 2000 to 2006 to generate the values of the related parameters by computing item by item with the MS Excel to investigate how deindustrialization affects Taiwan's manufacturing industry after pouring totally US$ 80 billion's investments to China. The results show that the manufacturing employment in Taiwan from 2000-2006 has not decreased but increased instead. The data show that the main cause is the rise of the productivities that can be attributed to the Taiwanese firms'pursuit of high-tech products. The deindustrialization is actually favoring to Taiwanese industry and does not cause any hallowing-out effect. For those un-employment caused by the moving out of factories, we also provide some suggestions of improvements.

