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The Relationship between Wages Dispersion and
Operational Performance of Small and Medium-sized
Manufacturing Businesses in Taipei County.

Abstract

Small and medium-sized enterprises (SMEs) are both a distinct feature
and a major driving force in Taiwan’s economic development. In 2003, SMEs
accounted for 97.83% of the total number of enterprises and 77.56% of the
total working population in Taiwan. In particular, SMEs represented even
higher ratios of both employed persons and job openings in the manufacturing
businesses. These statistics show that SMEs have contributed extensively to
Taiwan’s social stability and living standards. However, SMEs in Taiwan are
predominantly small in scale and run by family members or related parties.
Mismanagement problems are thus commonplace, hampering operational
performance and business growth of SMEs. The currently available literature
on the operational performance of SMEs in Taiwan focuses mostly on
financial structures, organizational traits, and business scales. Studies on the
relationship between wages dispersion and operational performance of SMEs

are still lacking.

This paper applies the Gini coefficient to the wages data of 818 SME
manufacturers in Taipei County, Taiwan in 2003 and 2004 to calculate the
degree of wages dispersion in each of these enterprises. The ordinary least
square (OLS) model is then used to gauge the factors determining the
operational performance and growth of SMEs. According to the empirical

findings of this paper, wages dispersion and average tax rates have significantly
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positive correlations with productivity, after-tax profit growth and net worth
growth of SMEs. The ratio of SMEs’ wage expenses to sales revenue, on the
other hand, shows a clearly negative correlation with productivity, after-tax
profit growth and net worth growth. The age of enterprise owners does not
significantly affect productivity, while exhibiting a negative correlation with
after-tax profit growth but a positive correlation with net worth growth. The
effects of enterprise owners’ gender on productivity, after-tax profit growth and
net worth growth are all statistically insignificant. The time variables of this
empirical study also suggest that movements of business cycles have an
importantly positive impact on productivity but do not significantly affect net

profit growth and net worth growth.
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