
CHAPTER I: 

SCOPE OF THE THESIS 
 
 
1.1 Background 
 

The quality of life of the members of a society is directly related to its capacity to 

produce quality goods and distribute them among the members of this society, but in 

modern times, no society is independent to produce all goods needed by its members. It is 

here where inter-society commerce becomes a way of generating wealth, which translates 

directly into quality in living standards. 

 

Currently, Central American societies are in a position in which a large proportion of 

their members do not meet the minimum living standards to be regarded as quality of 

living in modern society, all this in part, due to the lack of capability of producing wealth 

through international commerce. Numerous attempts have been made to foster the 

increase of exports from the Central American isthmus to the rest of the world; however, 

the balance of exports versus imports is still largely in a deficit position.  

 

For a long time now, the Central American countries have proven to be one of the most 

loyal and strong political allies of Taiwan, however, in the economic front, they are still 

in the bottom of the list of trade allies. Recently, various attempts are being made to 

change this situation and through free trade agreements, the hopes of both parties to have 

a better future for its inhabitants have been set high. In the ideal situation Taiwan should 



become the Central America’s gateway to Asia, and Central America should serve as 

Taiwan’s main gateway to the Americas and even other world markets.  

 

The main objective of this research is to asses whether in fact is possible for Central 

America to increase its trade with Taiwan and if this can become the initial step for 

Central American presence in other Asian markets and a way of generating at least some 

wealth for these countries.     

 

On August 27th, 2003, during a presidential summit between Taiwan, the Central 

American countries and the Dominican Republic, Taiwanese President Chen Shui Bian 

and Panama’s Mireya Moscoso signed a Free Trade Agreement between the two nations. 

At the same time, the Central American leaders pledged to embrace increased economic 

cooperation between Taiwan and Central America through the regional cooperation 

organization Sistema de la Integracion Centroamericana (System of Central American 

Integration), and called for Taiwan to be admitted into the organization as a full member. 

 

President Chen told that Taiwan could also become a gateway into the Asian market for 

its Central American allies, contributing further to the region's economic development 

and prosperity. 

 

Most of Taiwan’s business community is composed of small and medium sized 

enterprises (SMEs), an economic system that has proven successful for the island in the 

last few decades. Most of the developing countries have been pursuing to accomplish 



similar results through a similar strategy, but so far, results have not been as notorious as 

those in the Formosan Island.  

 

The possibility of free trade between Taiwan and Central America will indeed create a 

platform for Taiwanese companies to access the Americas, but is not certain whether the 

Central American companies are equipped enough to use Taiwan as the gateway to the 

Far East. 

 

The available evidence suggests that Small and Medium Size Enterprises have played a 

major role in the growth and development of all the leading economies in Asia (Riba, 

2002). The Taiwanese experience clearly shows that it is mainly the export oriented 

SMEs that have a major impact in the economic situation of the country.  

 

1.2 Research objectives and questions  

 

This research project is intended to be focused on evaluating the generality of small and 

medium sized enterprises in Central America and whether they have the means to embark 

their business into the Asian region. Furthermore, this document would try to elaborate a 

“standard” entry method/strategy that could enable the Central American companies to 

also take advantage of the efforts done on the diplomatic side through the formalization 

of bilateral and multilateral trade agreements. All these with the utmost goal of providing 

information that would help Central American firms to competitively pursue an entry 

strategy for markets in Taiwan and other countries in Asia.     



 

The methodological approach used analyze this critical issue for the development of the 

Central American countries consists in gather primary and secondary information on the 

trade patterns between Central America and Taiwan, all the factors that might have an 

effect on this trade. The analysis starts from a theoretical point of view and evolves to a 

more practical approach by a field research with both private firms and representatives of 

the policy making governments and government agencies, to in the end draw some 

conclusions and suggest how the trade between these two regions could be increased and 

hopefully in the end, provide al least some help on building a better future for the wealth 

of the inhabitants of the Central American nations.  

 

As a result of the research there are some issues that should be addressed, these are: 

  

1. 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? 

 

2. What is the best strategy or 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? 

 

3. 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?  

 

1.3 Limitations 

 

Although geographically Belize is part of the Central American subcontinent, its roots, 

history, culture, language and trade relations have very dissimilar background to those of 

the rest of countries in Central America. For this same reason, most of the information 

compiled for the Central American region has traditionally excluded Belize, which 

represents a limitation in the information collection for this research. Due to these reasons, 

hereafter the term Central America refers to the republics of Guatemala, El Salvador, 

Honduras, Nicaragua, Costa Rica and Panama and excludes the Republic of Belize. 

 

The main aim of this research is not to provide an exact and infallible formula to develop 

the trade in Central America, rather, the aim is to provide a clear picture of how the trade 

between Central America and Taiwan has been up to the date so Central American 

companies might take advantage of the factors that have a significant impact, positive or 

negative, in the trade relations between these two regions, and whether an increase in 

trade with Taiwan could represent a gateway for Central America to other Asian markets, 

the same as an increase in the trade with Central America could represent a gateway for 

Taiwan to other markets outside the Central American isthmus.  

 



As part of the research, survey questionnaires were made to companies in Central 

America, however, a limitation of the field research is that these survey questionnaires 

were only done through convenience sampling in Guatemala and Honduras, and from 

these two countries, some generalizations have been made to present the data. To 

diminish this limitation, the field research has been complemented with interviews to 

representatives of other countries and institutions directly linked with trade between 

Central America and Taiwan. Although these results might be valid, the interpretation 

should consider this generalization. 

   

It is not uncommon to find a discussion on whether one should refer to Taiwan as “the 

Republic of China” (ROC), or vice-versa. Throughout this paper, both terms are 

commonly used and do not express any orientation or opinion on whether one or the 

other is the proper term.   

 

1.4 Structure 

 

The first chapter describes in more detail the goals of the research and how these goals 

are to be achieved. It also describes some limitations to the research that should be taken 

into consideration by the reader. Chapter two is an in depth view of the theory 

surrounding the factors that have an effect on trade, specifically for countries in a stage of 

economic development. 

 



In chapter three there is a detailed description of the business atmosphere in both Central 

America and Taiwan from the point of view of the competitiveness of private firms and 

countries in general. This with the objective of assessing the issue of whether these 

private organizations can compete with each other in common markets, specifically in 

Taiwan. The chapter has also a description of the trade history between the two analyzed 

regions and concludes on the trade opportunities for Central American companies. 

 

Chapters four and five concern the field research done to obtain first hand information 

through surveys and interviews. In the first, the design and methodology of the research 

is described and chapter five describes the many findings of the investigation process. 

 

Finally, the sixth chapter gathers all the knowledge together to draw conclusions, provide 

answers to the main research objectives and make some suggestions on the strategies that 

Central American and Taiwanese companies should adopt in order to increase trade 

between the two regions and achieve the goal of increasing wealth.  

 


