
CHAPTER VI: 

CONCLUSIONS AND SUGGESTIONS 

 

6.1 Introduction 

 

There are many determinants of trade flows between Central America and Taiwan, as 

there might be many ways of increasing the trade between these two regions. This section 

tries to provide answers to the research questions formulated in Chapter I. These answers 

are based on both the theory of international trade described in Chapter II and in the 

findings of the field research described in Chapter V. The last section of this chapter 

makes suggestions for both companies and future researchers in this topic.    

 

6.2 Conclusions and suggestions for firms 

When judging international investments, it is common for managers to focus on national 

wealth, consumer income, and people's propensity to consume. However, other 

dimensions can make foreign markets considerably more or less attractive. The CAGE 

framework of distance presented by Ghemawat (2001) considers four attributes: cultural 

(religious beliefs, race, social norms, and language that are different for the target country 

and the country of the company considering expansion); administrative (colony-

colonizer links, common currency); geographic (the physical distance between the two 

countries, the size of the target country, access to waterways and the ocean, internal 

topography, and transportation and communications infrastructures); and economic 



(disparities in the two countries' wealth or consumer income and variations in the cost 

and quality of financial and other resources).  

 

This framework seems to be closely related to the current situation of trade between 

Central America and Taiwan. Moreover, there is still one more variable that seems to 

work as a fifth attribute added to the CAGE model: Strategy. The pursue of 

strengthening trade relations with Central America might be a strategic move from the 

Taiwanese Government to ensure or solidify its diplomatic relations with the region. 

Furthermore, strengthening trade relations with Central America can be seen as a good 

strategic move to use the region as a Taiwanese stronghold to access through it other 

markets, especially those in North America, transforming through this, Central America 

into the Gateway to the north. With this, the attributes proposed by Ghemawat can be 

expanded and renamed as the CAGES model.   

 

Central American companies are smaller and weak compared with those in Taiwan, this 

fact is perceived in that same way by companies and other parties involved in trade 

between the two regions. The fact that the weak position of the Central America 

companies is perceived creates an obstacle for increasing trade between the two regions, 

especially from Central America to Taiwan, from which, with the exception of Costa 

Rica, the trade balance is negative. Based on Linder’s trade and development theory 

(described in Chapter II) it is logical to conclude that due to the dissimilarities between 

the economies of Taiwan and Central America, the trade doesn’t have a high degree of 

intensity and growth.  



 

However, there are products that, through the right means, could be successfully 

introduced to the Taiwanese market or could substitute products that are already being 

imported from other regions, in fact there is potential of at least US$7.7 billion, that 

merely represents 6% of Taiwan’s imports, but that could mean a large difference from 

the current exports from Central America to Taiwan of US$90.6 million. 

 

The lack of business connections in an unknown market seems to be one of the most 

important obstacles to the trade between Central America and Taiwan, thus, third parties 

that might be able to know the market and provide foreign companies with these business 

networks could be a feasible way to penetrate the market.  

   

The theoretical and field researches have provided enough information to be able to make 

some suggestions on how to answer the questions raised at the beginning of this study. 

Here, these suggestions are divided according to how they can solve each one of them.   

 

How strong or weak are Central American companies compared with their Taiwanese 

counterparts. Are these differences an obstacle for a real two way trade flow? 

Central American companies have the disadvantage of functioning in a business 

atmosphere of lack of competitiveness. All countries in Central America are far from 

being in ideal positions of competitiveness and this has a direct effect on the firms that 

operate in these countries.  

 



In general terms, compared with those in Taiwan, Central American companies are small 

in terms of number of employees, revenue and markets served. As a result, Central 

American companies do not have the production capabilities or the financial resources to 

venture into Taiwan or other Asian markets. It seems very difficult for companies to risk 

their whole operation to try to enter a market which is highly unknown and in which they 

don’t have many business connections. 

 

Moreover, in markets like Taiwan, there are already many strong competitors, not only 

local, but also foreign which by far exceed in competitiveness those from Central 

American countries.     

 

However, there is a general perception that products from Central America have quality 

high enough to be well received by the Taiwanese and other Asian consumers. The few 

Central American products that have been marketed in Taiwan (coffee, meats, tobacco, 

and textiles, among others) have proven successful. Furthermore, there is potential of 

growth both in terms of total exports from Central America to Taiwan, as well as for 

market share of products imported into Taiwan from other regions.   

 

Companies in Central America can take advantage of the existing diplomatic relations 

between their countries and Taiwan. Due to these diplomatic relations, and as a way to 

strengthen them, the Taiwanese government is pursuing trade agreements with the region, 

which could serve as a way of balancing some of the disadvantages that the relatively low 

strength brings to companies in the Central American isthmus.  



 

 

What is the best strategy or best strategies for Central American companies for 

entering the Taiwanese and Asian market? Should each company look for its own 

means, or should they team up to create synergies and be able to better compete? 

Trade shows 

The data suggest that trade shows are one of the most preferred ways on promoting 

products in foreign markets and are perceived to have the most significant impact on 

increasing trade between Taiwan and Central America.  

 

Through trade shows companies achieve the broadest possible exposure for their products 

to the widest possible audience. Trade shows are an important sales tool because they 

generate and provide more sales opportunities for companies and their representatives 

than many other means. 

 

During a trade show, not only the products from the company can be presented to 

potential customers, but also business meetings can be arranged during the time of the 

visit of the foreign expositor.  

 

Unfortunately, most Central American companies have shown a lack of interest in 

participating in these events. Thus, governments and other export promotion agencies 

should increase the awareness of the producers of the possible positive impact of 

participating in these international exhibitions.  



 

 

Starting in an unfamiliar environment 

Due to its relatively small size, it is very difficult for Central American companies to 

directly enter Asian markets. For Taiwanese companies, it is also difficult to directly 

develop markets in Central America, especially due to lack of information and 

knowledge of the market.  

 

Under these circumstances is when participative agreements become crucial to increase 

trade between these two regions. Any type of partnership between local and foreign (in 

the two studied regions) companies could serve as a trigger for new business relations. 

However, partnerships often begin in a state of uncertainty or unfamiliarity, where there 

is some doubt about the prospect of success. In such an environment, the partners may 

"start small" by first attempting small-scale projects and then, if they are successful, 

graduating to larger ones.  

 

In this way, the parties structure their relationship in order to learn about one another 

before committing a great deal of resources to the enterprise. When deciding how to 

interact, partners also consider the chance that they will eventually terminate their 

relationship. The value of termination depends on how easily other matches can be made 

and on the information available about prospective new partners. 

 



Moreover, the creation of partnerships might create technology transfer, especially for 

those smaller and less sophisticated Central American companies. 

  

Formation of networks 

It is of crucial importance for entering new markets to take into consideration the cultural 

differences existing between Central American countries and Taiwan. Even between 

Central American countries, there are slight differences that might not make possible the 

transition from one country to another. These, together with the existing informational 

barriers, bring high importance to the formation on local networks to be able to conduct 

business. 

 

However, these networks have to be fostered in a private way, and not expect that the 

existing trade development agencies might be the only precursors of networking between 

private investors. In fact, most of the existing trade development agencies and 

government representatives are more interested in promoting Foreign Direct Investment 

into Central America than trying to increase direct trade relations. The reason might be 

that in the short term, this strategy serves as means to fight one of the biggest social and 

economical problems of the Central American countries: Unemployment. However, in 

the long term, fostering Foreign Investments doesn’t have an impact on increasing the 

competitiveness of the Central American local industries and the growth could not be 

independently sustained. Furthermore, when other countries offer better incentives to 

attract foreign investments, the Central American countries might be at risk of loosing all 

these investments created.    



 

 

How can third parties such as trading companies, electronic exchanges or other 

business to business applications have a positive impact on the business model used by 

the Central American companies to do business in Asia? What should be the structure 

of this business model?  

 

Trading companies 

All the information suggests that governments in both Central America and Taiwan 

shouldn’t play a “day to day” operations role in the goal of increasing trade between 

these two regions, rather private firms should be the ones that do all the “dirty work”. The 

role of the governments should be to foster the adequate business climate through 

pursuing security to investors, minimizing different kinds of risks, signing agreements to 

ease transactions and building the proper infrastructure to move capital, people and goods. 

 

Central American companies have proven to have a very low degree of competitiveness, 

compared to those in Taiwan, thus, the Taiwanese market doesn’t count with the presence 

of foreign companies originally from Central America. Moreover, the informational 

barriers and the lack of knowledge of the cultures and business climates become strong 

discouragements for companies from both regions to have a permanent and strong 

presence in each other’s markets. 

 



However, the formation of private trading companies could work as means to surpass all 

the difficulties and real and perceived barriers to increase trade. These trading companies 

can function internationally as the eyes and ears for their SME customers in both Taiwan 

and Central America: as the gatherers, keepers and disseminators of information. But in 

performing that function for their customers, they also perform the same function for 

their nation. 

 

The trading companies, depending on their size and stage of evolution in the markets, 

might be involved in executing various business functions such as: 

• information/data gathering; 

• market analysis; 

• financial risk analysis and investment; 

• supplier liaison; 

• customer liaison and after sales service; 

• credit; 

• insurance; 

• shipping/freight; 

• warehousing and distribution; 

• quality assurance; 

• marketing. 

 

There is evidence on how trading companies can work as a good way of starting and 

increasing trade between two regions. In the 1890s, Japanese trading companies 



commenced the bilateral wool trade with Australian producers, which led transform 

Japan into Australia’s largest trade partner26. In fact, the sogo shosha (Japanese trading 

companies) have pioneered most bilateral relationships between Japan and its trading 

partners and, because of the sheer weight of Japan’s economy in the global economic 

spectrum, they have therefore come to account for a significant proportion of global 

economic transactions in their own right. 

 

Information technology 

The correlation between export behavior and Internet use at the enterprise level in 

developing countries has several plausible explanations. One possibility is that 

enterprises that are already exporting are more likely to connect to the Internet. Exporters 

might connect to the Internet because it provides a relatively cost-effective method for 

international communications relative to international telephone calls or faxes: the local 

or domestic long distance charges necessary to connect to the Internet are far lower than 

international rates, especially in developing countries. A second possibility is that the 

benefits of Internet access increase as the firm’s customers and suppliers connect (i.e., 

there are network externalities). 

 

Because Internet use is nearly universal among firms in most developed countries, firms 

in developing countries that do business in developed economies might benefit more 

from Internet access than would firms that do business only domestically. For these two 

reasons, Internet access might be higher for enterprises that export (especially those that 

export to developed countries). 
                                                 
26 Committee for Economic Development of Australia, 1997. 



 

Cultural differences 

As described in Chapter II, people in Central America might have many dissimilarities 

with those in Taiwan, especially in the degree of avoidance of risk and concepts of 

quality of life (measured by the masculinity). However, there are many similarities in 

culture such as appreciation of large families and relatively conservative values. All the 

similarities and dissimilarities should be taken into consideration before facing a situation 

of working together in a business atmosphere.    

 

6.3 Other suggestions: for Governments and future research of this issue 

 

6.3.1 Governments: Improve intra-regional relation within Central America 

The Central American Integration System (SICA) has failed to attract significant levels of 

foreign direct investment to Central America. However, SICA’s intra-regional free trade 

program has proved especially beneficial to the region through the generation of new 

trade flows, particularly of manufactured goods, among the member states. Particularly 

encouraging is that this new growth has not come at the expense of the region’s global 

exports.  

 

Unfortunately, SICA’s bloated and overlapping bureaucracy hinders efforts at deepening 

political and economic integration on the Central American isthmus. The institutional 

mechanisms designed to resolve conflicts among the member states have also proven to 



be ineffective, as evidenced by the recent conflicts and disparities that most of the 

countries had when negotiating the free trade agreement with the United States.  

 

The many institutional bodies that have proliferated under SICA have degenerated into a 

Central American Full Employment Act that does not facilitate the region’s effective 

integration into the global economy. The result is that the Central American countries 

(unlike the MERCOSUR block, for example) not only do not speak with a single voice at 

the Free Trade Area of the Americas (FTAA) negotiating sessions or multilateral 

gatherings such as the WTO, but they do not even coordinate their negotiating positions 

(as does the Andean Community, for example). Accordingly, SICA appears to be failing 

in what should be its most important role, positioning Central America for better insertion 

into the hemispheric and international market places. 

 

6.3.2 Suggestions for future research 

Overall, it is possible to observe that Central American companies might be able to 

penetrate into Taiwan and other Asian markets, especially if they focus on products that 

are already imported, but from other countries or regions. However, further research 

might be required to asses whether it would be suitable to substitute these imports with 

Central American goods.  

 

Although business people seem to acknowledge that expanding operations to countries 

like Taiwan could trigger higher revenues for their firms, the results of the research show 

a general lack of interest or curiosity from Central American companies towards markets 



in Asia. Future research could try to analyze in detail the physiological reasons of this 

lack of motivation and suggest methods for increasing awareness and interest for trying 

to export to Asian markets, with the goal of increasing the overall wealth of the countries 

in Central America.  

 

After some time, research on the commercial and economic impacts of the Free Trade 

Agreements between Taiwan and Panama might be helpful to evaluate if in fact, these 

agreements provide real benefits in trade for both Central America and Taiwan and are 

not just a way to ensure the stability in diplomatic relations between the two regions.  

 

If in fact, an increase in the trade between Central America and Taiwan is feasible 

through collaborations and other types of business connections, research on the impact of 

the cultural differences and how these might affect or benefit the relation between 

partners might be needed. 

 


