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ABSTRACT

In the post-financial crisis era, a huge wave of inflation swept China, raising the
surviving costs of labor. Firms that used to gain the market competitive edge
through low costs, now with the soaring wage, are faced with challenges on

austere labor and capital issues.

In the past, electronics manufacturing service providers acquire orders through
emphasis on squeezing labor costs and leveraging mature manufacturing
technology. However, as the labor costs gradually increased in the coastal
areas, Foxconn, what some suppliers describe as the “dragon head” company,

needs to sustain its leading market position by enduring higher labor costs.

In the midst of market in battle, Foxconn assertively raised the wage, in a way
that signifies a breakthrough to the conventional competition model, and
brought significant impact to its rivals and new entrants. As a consequence,
Foxconn manages to gain market advances, and seize the preemptive

competitive advantages.

This research attempts to apply the new theory of “disruptive innovation”, to
analyze the impact of Foxconn wage increase to the IT industry. We have

derived the several research conclusions as below:

1. Foxconn wage increase is the ultimate result induced by the rising
costs of the labor in China.

2. Foxconn salary hike is an act of disruptive innovation.

3. Foxconn’s rise in pay will secure preemptive market competitive
advantage

4. Foxconn wage increase drives IT industry transformation.

5. Wage increase stresses profitability in the IT industry, adding pressure
to rival competitors.

6. Foxconn wage increase causes disruption in the IT industry chain, and

expedites the industry upgrade in China.

Key Words: Foxconn Technology Group, Wage Increase,

Disruptive Innovation, Industry Structure, Industry Upgrade
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