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abstract

Wage Policy in Direct Foreign Investment from Advanced
to Backward Regions in China and Taiwan:
Implications for Investment between South and North Korea

Seung-Hoon Lee* and Keun Lee™*

This paper has examined the wage policy in direct foreign investment from Taiwan to
mainland and also from coastal to inland regions in mainland China. It is found that
personnel from advanced parts (Taiwan and coastal regions) receive almost double of their
original income when they are sent to backward regions, that wage levels of Taiwan
managers are almost 10 times higher than their counterparts in mainland China, and that
wage levels of shanghai managers are almost twice higher, when they are sent to work in
inland areas, than their counterparts in Sichuan province.

This finding suggests that it is customary that as staffs sent from advanced to backward
regions in a given country are to receive their original levels of wage, locally-hired staffs in
backward regions, like North Korean workers in South Korea-invested firms, are not to

demand the same high wage as their counterpart from advanced regions.
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Microeconomics, Industrial Organization, Tel.: 880-5475, E-mail: shoonlee@snu.ackr.

**Associate Professor of Economics, Seoul National University. Research Area: Economic Development,
Comparative Economics, International Economics, Industrial Organization, Area Study: China, South and North
Koreas, Japan. Major Publication: “From Capital-Driven to Knowledge-Driven Growth in Korea”(2000), “Asian
Model of Economic Transition and Growth: Comparative Lessons for Mongolia”(1999), “Labor Reforms in
China and Lessons for North Korea”(1998). Tel.: 880-6367, E-mail: klee1012@plaza.snu.ackr.





