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A Study of the Return on Human Capital in Taiwan with the
Decomposition of Regional Factors

Wang Yu Wang Hua

Abstract; Based on the original data of “Manpower Use Survey (2014) ” from the Office of Accounting of Taiwan
“Executive Yuan”  this paper estimates the rate of return on human capital in Taiwan and analyzes the influence
mechanism of regional factors by using two—layer linear model method. The findings show that the return on human capital is
about 6.1% which is within the range of 5%—-9% as estimated in previous literature but the absolute level is relatively low
at this stage. After further disintegrating the regional factors we find that the return rate on private human capital is about
5% and that on social human capital is around 1.6%. On the other hand low returns on human capital stem from a lack of
local labor demand and stagnation of wage growth. Moreover the return on human capital varies obviously from region to
region. Years of education in region has a significantly positive effect while regional labor demand in tertiary industry shows
a negative impact and the regional health factors play a part of the intermediary role.
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