
CHAPTER III:  

BUSINESS ATMOSPHERE IN CENTRAL AMERICA 

COMPARED WITH THAT OF TAIWAN 

 
3.1 Introduction 

 

As a first step to analyze the feasibility of increasing trade between Taiwan and Central 

America, it is necessary to objectively evaluate the strength of the companies in those 

regions. Developing countries frequently find that opening up to international trade and 

investment is not sufficient to achieve their development objectives. Without a dynamic 

enterprise sector, a country will not be able to take advantage of trade and investment 

opportunities.  

 

3.2 Background  

 

In the economic point of view, the quality of life of a society fundamentally depends on 

two factors. On one side, it depends on the productive capabilities it has to obtain those 

products and services that are considered (by the members of that society) necessary to 

satisfy those living standards. This productive capability is, at the same time, determined 

by the quantity and quality of the productive factors that are present in that society, and 

the capacity that this society might have to assign and utilize them efficiently. On the 

other side, the quality of life in a society also depends on the distribution schemes that 



operate within its boundaries, which determine the way in which those products and 

services are shared by the population.  

 

Neither the existence nor the utilization of the resources that determine the productivity, 

nor the distribution that determines the way of sharing that productivity, are independent 

processes.  

 

The concept of competitiveness that has been developed by Michael Porter and that has 

been adopted by this research has the quality of life as it utmost and central goal. This is 

explicit when Porter says that: 

 

The main economic objective of a nation consists in create for its citizens a high and 

increasing living standard… (Porter, 1990, p.6).  

 

 This objective is also present in an explicit way in porter’s definition of competitiveness:  

 

[Competitiveness] is the capacity to sustain and increase the participation in the 

international markets, with a parallel increase of the quality of life of the inhabitants… 

(Porter, 1990, p.6). 

 

Still, this research has adopted the private enterprise point of view mainly because 

nations don’t compete in the international markets, companies do. In this way, the 



analysis of competitiveness shouldn’t have as analysis unit the national economies, rather 

use companies and industries to measure the competitiveness of a nation.  

 

In order to address the competitiveness of a company or industry, it is necessary to 

evaluate its productivity. For this research productivity has been taken as a key and 

measure of competitiveness. On one side, companies pursue developing their capacity to 

offer products similar to those of their competitors, with a lower cost. On the other side, 

companies pursue the development of their capacity to offer its consumers products that 

because of their quality, peculiar characteristics, design, or even their image, are 

perceived as to have a “better value” than those of the competitors, even if they are more 

expensive. The level or combination of these factors determines the productivity of a 

company or industry.   

 

In a more detailed way, it can be said that the productivity is the value of the products 

and services that are produced by unit of resources (human, natural, capital or a 

combination of all three). Productivity, in the end, determines the quality of life of the 

inhabitants of a nation or region.  

 

3.3 Methodology 

 

There are many ways to weight an economy; these include a number of standard 

indicators that make it comparable to other economies. As a first step to analyzing the 

competitiveness of Central American industries, compared to those in Taiwan, we take 



some economic and trade indicators with their inherit time series to compare not just the 

current situation, but also the past and have some inferences towards the future. 

 

Since firms are not independent of the structures of the market and national situation, the 

first step to analyze the productivity consists of the determination of the factors that 

would determine the sources and boundaries of productivity of firms. Most of the current 

research in this area is a derivation of the contributions of Michael Porter, and the World 

Economic Forum on its yearly Global Competitiveness Index publishes the results of a 

network of leading academics from more than 100 research institutes including Harvard 

Business School (United States), Club de l’Expansion (Paris) and Council for Economic 

Panning and Development from the Executive Yuan (Taiwan) just to mention a few. 

 

This global competitiveness report is coordinated and based on the contributions of 

Michael Porter. The methodological aspects taken into consideration on the preparation 

of the index will be taken as a good measure to assess the environment in which Central 

American and Taiwanese companies operate. Through the analysis of the WEF, it has 

been shown that the relationship between the microeconomic competitiveness and the 

other macroeconomic national competitiveness variables is statistically strong, providing 

relevance of this analysis. 

 

Together, all these indicators present a clear picture of the environment, the constraints 

and the opportunities of the companies in these two regions separated by the Pacific 

Ocean. 



3.4 Economic & Trade Indicators 

 

Presenting economic and trade indicators is relevant in the sense that they become 

important instruments for formulation of economic policy. Most of these indicators are 

well known and widely collected and used by those countries and by international 

organizations, hence works as a method to standardize the information about all the 

countries analyzed in this research.  

 

In this section we provide information on demographical statistics, income and income 

growth indicators, trade situation and quantification of the size of the small and medium 

sized companies in both Taiwan and Central America.  

 

3.4.1 Statistics: Land Area and Population 

Geographically, Central American is a much larger region that Taiwan. Combined, the 

Central American nations are almost 15 times larger than Taiwan. However, when 

population is compared, the Central American countries have only 0.73 times more 

inhabitants than Taiwan (refer to Tables 6 and 7). 

 



Table 6 Geographic area 

 Land area (Km²)  Sea area (Km²) Total area (Km²) 

Costa Rica 50,660 440 51,100
El Salvador 20,720 320 21,040
Guatemala 108,430 460 108,890
Honduras 111,890 200 112,090
Nicaragua 120,254 9,240 129,494
Panama 75,990 2,210 78,200
CENTRAL AMERICA 510,750 13,030 523,780
TAIWAN 32,260 3,720 35,980
Source: Central Intelligence Agency (CIA) World Factbook, 2004. 
 

  Table 7 Population information 

 Population  
(2003 estimate) 

Population 
growth (2003 est.)

Population 
density

Costa Rica 3,896,092 1.56 %  76.24
El Salvador 6,470,379 1.81 % 307.53
Guatemala 13,909,384 2.66 % 127.74
Honduras 6,669,789 2.32 % 59.50
Nicaragua 512,8517 2.03 % 39.60
Panama 2,960,784 1.36 % 37.86
CENTRAL AMERICA 39,301,385 2.17%12 75.03
TAIWAN 22,603,001 0.65 % 628.21
Source: Central Intelligence Agency (CIA) World Factbook, 2004. 
 

3.4.2 Income 

One of the best indicators about the economic power of a nation can be obtained by 

estimating the total value of the goods and services produced in a determined time period. 

Since all seven of the Central American nations have different currency systems, all the 

comparison will be done in American dollars.  

 
In terms of gross domestic product, the Taiwanese economy is more than twice as big as 

that of all the Central American countries combined. The inhabitants of Taiwan also 

                                                 
12 Computed as the compound average relative to the population size of al Central American countries. 



count with a much larger per capita income (near 4.5 times larger). Table 8 describes the 

GDP in all studied countries. 

 

Table 8 Gross domestic product (GDP)13 

 GDP (US$ 
billion, 2002 
estimate) 

GDP- real 
growth rate 
(2002 estimate) 

GDP – per 
capita (US$, 
2002 estimate) 

GDP 
composition (2001 
estimate) 

Costa Rica 32.0 2.8 % 8,300 agriculture:   9 % 
industry:     30 % 
services:     61 % 

El Salvador 29.41 2.1 % 4,600 agriculture: 10 % 
industry:     30 % 
services:     60 % 

Guatemala 53.2 2.2 % 3,900 agriculture: 23 % 
industry:     20 % 
services:     57 % 

Honduras 16.29 2.5 % 2,500 agriculture: 14 % 
industry:     32 % 
services:     54 % 

Nicaragua 11.16 1.1 % 2,200 agriculture: 30 % 
industry:     26 % 
services:     44 % 

Panama 18.06 0.7 % 6,200 agriculture:   7 % 
industry:     17 % 
services:     76 % 

CENTRAL AMERICA 161.4 2.1 %14 4,106 agriculture: 21 %15 
industry:     23 % 
services:      56 % 

TAIWAN 406.0 3.5 % 18,000 agriculture:   2 % 
industry:      31 % 
services:       67 % 

Source: Central Intelligence Agency (CIA) World Factbook, 2004. 

 

                                                 
13 Data on GDP is based on purchasing power parity. 
14 Calculated as the compound average with respect of the total GDP. 
15 Percentages calculated as compound average of agriculture, industry and services with respect to the total 
GDP. 



3.4.3 International Trade 

Regional trade agreements have the potential of producing more gains due to improved 

market access to trading partners. In this section we describe statistics on trade balance, 

trading partners and capital flows for both Central America and Taiwan. 

 

All Central American countries have a trade deficit ranging from 16 to 62 percent, while 

Taiwan has a surplus of 15 percent in trade with foreign countries. Table 9 shows the 

detail of the trading volumes for the year 2002 in all these countries.  

 

Table 9 Imports and exports of Central America and Taiwan, 2002 

 F.O.B. Exports (US$ 
billions) 

Imports (US$ 
billions) 

Trade balance 
(percent) 

Costa Rica 5.1 6.4 -20.31 % 
El Salvador 2.7 5.6 -51.79 % 
Guatemala 3 4.9 -38.78 % 
Honduras 1.3 2.7 -51.85 % 
Nicaragua 0.637 1.7 -62.53 % 
Panama 5.8 6.7 -13.43 % 
CENTRAL AMERICA 18.537 28.0 -33.80 % 
TAIWAN 130.0 113.0 15.04 % 
     Source: CIA world factbook. 

 

Most of the Central American countries import raw materials and industrial equipment 

and export mainly agricultural products and garments, thus, these countries import the 

machinery and raw materials to produce their export products, along with consumer 

products (see Table 10, below). In recent years Central America has become a gateway to 

garments producers because it offers facilities in the textile industries for re-export to 

other markets, particularly to North America.  



 

Table 10 Main commodities imports and exports, 2002 

 Main commodity exports Main commodity imports 
Costa Rica Coffee, bananas, pineapples, 

sugar, corn, rice, beans, 
potatoes, beef, timber. 

 

Raw materials, consumer 
goods, capital equipment, 

petroleum. 

El Salvador Offshore assembly exports, 
coffee, sugar, shrimp, 

textiles, chemicals, 
electricity. 

 

Raw materials, consumer 
goods, capital goods, fuels, 

foodstuffs, petroleum, 
electricity. 

Guatemala Coffee, sugar, bananas, fruits 
and vegetables, cardamom, 
meat, apparel, petroleum, 

electricity. 
 

Fuels, machinery and 
transport equipment, 

construction materials, grain, 
fertilizers, electricity. 

Honduras Coffee, bananas, shrimp, 
lobster, meat, zinc, lumber 

Machinery and transportation 
equipment, industrial raw 

materials, chemical products, 
fuels, foodstuffs. 

 
Nicaragua Coffee, shrimp and lobster, 

cotton, tobacco, bananas, 
beef, sugar, gold,  

 

Machinery and Equipment, 
raw materials, petroleum 

products, consumer goods. 

Panama Bananas, shrimp, sugar, 
coffee, clothing. 

Capital goods, crude oil, 
foodstuffs, consumer goods, 

chemicals. 
 

Taiwan Machinery and electrical 
equipment, metals, textiles, 
plastics, chemical products. 

Machinery and electrical 
equipment, minerals, 
precision instruments. 

Source: CIA factbook, 2004. 

 

In early June 2000, the US Congress approved the Caribbean Basin Initiative (CBI) 

Enhancement Act aimed at luring more investors into the region to help stimulate the 

economies. With the implementation of the CBI Act, effective from Oct. 1, 2000 through 



Sept. 30, 2008, textile products from the 24 countries in Central America and the 

Caribbean are be subject to beneficial treatment in the US market.  

 

Textiles and apparel account for 45% of Central America’s total exports to the United 

States (American Textile Manufacturers Institute, ATMI, 2002), Tables 11 and 12 show 

statistics on textiles trade regarding North America and Central America. 

 

Table 11 US increase in exports of textiles 

Index of U.S. exports of textile industry 
(1991:100) 
Year Total
1991 100.0
1992 131.0
1993 158.6
1994 179.3
1995 213.8
1996 241.4

Source: Southern Textile News 
 
Table 12 Destination of US textile exports 

Shares, by destination, of U.S. exports of 
Textiles (first half 1997) 
NAFTA Countries 39.6 %
CBI countries 26.3 %
European Union 11.6 %
Japan  6.3 %
South America 4.7 %
Rest of the world 11.5 %

Source: American Textile Manufacturers Institute (ATMI), 2002 
 

 



3.5 Competitiveness in Taiwan and Central America 

 

Based on the Global Competitiveness Report from the World Economic Forum, this 

section provides information on the country’s competitiveness. This report describes a 

competitiveness index, which is designed to determine the medium and long term growth 

potentials of a country. The results of the report can be taken as instrument to identify the 

areas of weakness in which companies operate within their country.      

 

According to the methodology of the World Economic Forum, the Global 

Competitiveness Index is made from quantitative and qualitative information. With the 

quantitative information they form indexes that provide a global view of the economy. 

The quantitative information is obtained through surveys to business people in each of 

the countries analyzed by the World Economic Forum (WEF). 

 

Traditionally with this information eight competitiveness sub indexes are built, each one 

of which relates with an aspect that influences competitiveness: openness, government, 

finance, infrastructure, technology, management, labor markets and institutional 

development.  

 

All these factors have demonstrated to have a strong correlation with the growth of 

companies, hence, the development of a country (Trejos and Condo, 2001). The highest 

growth rates have been observed in countries which economies are organized around 

commercial and financial openness, with small governments, excellent infrastructure, 



high technological development, security in commercial contracts and low levels of 

corruption. Furthermore, countries where the intensity of competition is rising have 

shown by far the greatest improvement in GDP per-capita (Global Competitiveness 

Report, 2000).  The formal definition of each aspect in the index is as follows: 

 

a. Openness: It measures the intensity of the integration of a nation to the global 

economy in terms of it export orientation and the degree of liberty with which 

commerce and foreign investments are handled.  

 

b. Government: This aspect measures to which degree the country’s government 

supports or hampers competitiveness. For this, quantifies the degree of 

intervention of the government in the economy, evaluates the degree in which 

fiscal policy and the governmental institutions facilitate or limit the available 

resources for private investment, and judges the quality of public services. It also 

includes the global weight of the government expenses, the fiscal deficit, the 

public savings rate, the tax rates, and the competence of the civil servants. 

 

c. Finance: This aspect evaluates the roll of capital markets as facilitators of 

consumption and savings in time, the effectiveness with which the savings are 

transformed in productive investment, the degree of competence of financial 

markets, the stability and solvency perceived by key financial institutions, and the 

level of savings and investment. 

 



d. Infrastructure: This aspect measures the quantity and quality of the land and air 

transportation systems, the telecommunications networks, generation and 

distribution of electricity, port facilities and the storage availability, and in general, 

all the physical infrastructure that could positively or negatively affect the 

productivity of private investment. 

 

e. Technology: This indicator measures the general level of technology, the 

quality of the technological knowledge available to investors, the usage of 

computers, the ability of the economy to absorb new technologies, and the 

intensity of research and development. 

 

f. Management: This aspect measures the quality of the management resources, 

the competitive strategies, product development, quality control and internal 

control systems, institutional practices, human resources, and the marketing of 

private companies.  

 

g. Labor market: Evaluates the real and potential efficiency of the human 

resources and the flexibility of the labor markets. It measures the efficiency and 

flexibility of the domestic labor market, the level of labor costs in relation with 

the international standards, the abilities, the education level, and the taxes to the 

market.  

 



h. Institutional development: This aspect includes the competition between firms, 

the quality and accountability of legal and social institutions that are the 

fundament of a market economy, the legal practices, the competition, and the 

protection of the property rights; it also takes into account the level of corruption 

and sensibility of the organized crime.  

 

Academic research done by the collaborators of the World Economic Forum has proven 

that these eight aspects don’t have the same weight in determining the global 

competitiveness in a given nation. Through the results of their research openness, 

government, finance and labor market have proven to be the most determining factors to 

explain the differences in growth in competitiveness of nations. Each of the aspects, at 

the same time, represents an average of diversity of qualitative and quantitative indicators. 

Table 13 shows the weights given to each indicator in the determination of national 

competitiveness.  

 

Table 13 Weights used in the construction of the indicators of the Global Competitiveness Index, by 
quantitative, qualitative and total. 1998 

Indicator Quantitative 
component 

Qualitative 
component

Relative weight in the 
competitiveness index 

Openness  3/4 1/4 3/18 
Government 3/4 1/4 3/18 
Finance 3/4 1/4 3/18 
Infrastructure 1/4 3/4 2/18 
Technology 1/4 3/4 2/18 
Management 0 4/4 1/18 
Labor market 3/4 1/4 3/18 
Institutional development 0 4/4 1/18 
      Source: World Economic Forum, Global Competitiveness Report 1998 

 



3.5.1 Country evaluations 

The results provided by all the indicators are given in percentiles relative to their weight 

and the other countries measured in the sample made by the World Economic Forum16.  

 

It has been identified that the Central American countries should be focusing their efforts 

to ideally be in the competitiveness positions of Korea and Ireland for the years 2010 and 

2020, respectively (Castro & Gavarrete, 2001). For the Central American countries the 

indicators reflect, then, their relative distance of the ideal position. Table 14 shows the 

competitiveness positions of Korea and Ireland in 1998, which are to be taken as the 

goals for Central America.  

 

Table 14 Competitiveness position of Korea and Ireland in 1998, the ideals for Central America for 
2010 & 2020  

Indicator Korea Ireland 
Openness  65.45 86.91 
Government 54.76 60.32 
Finance 80.78 66.53 
Infrastructure 60.82 76.49 
Technology 55.47 89.05 
Management 56.35 83.07 
Labor market 67.30 70.14 
Institutional development 50.68 82.09 
Source: From the global competitiveness report, 1998 

                                                 
16 It is to note that the information used in this research is for the years 1998-2000, in which most of the 

Central American countries were not included in the official Global Competitiveness Report, hence the data 

is taken from other sources such as “The Central America Competitiveness Report” published by Harvard 

Institute for International Development.    



In the case of the Central American countries, the relative positions in percentiles are 

relative to their ideal position (Korea in 2010). Table 15 describes these positions for five 

Central American countries in the period from 1997 to 1999.  

 

Table 15 Relative competitive positions of Central America in percentiles, 1997-1999 

 Year Guatemala El Salvador Honduras Nicaragua Costa Rica Central 
America 

Global Index 1997 91 78 97 95 60 84 
 1998 73 80 88 81 49 74 
 1999 81 71 89 90 55 77 
Openness 1997 69 72 76 90 43 70 
 1998 64 73 85 63 44 66 
 1999 63 77 87 60 47 67 
Government 1997 22 12 34 55 60 37 
 1998 10 14 22 25 56 25 
 1999 15 10 21 44 37 25 
Finance 1997 98 88 95 97 79 91 
 1998 92 59 93 90 80 83 
 1999 95 68 89 84 77 83 
Infrastructure 1997 97 78 100 88 81 89 
 1998 73 80 92 90 85 84 
 1999 71 65 98 89 77 78 
Technology 1997 84 97 100 98 72 90 
 1998 93 100 98 90 46 85 
 1999 85 89 98 95 47 83 
Management 1997 91 83 95 97 66 86 
 1998 83 92 98 78 51 80 
 1999 79 71 92 90 56 78 
Labor market 1997 93 97 81 57 34 72 
 1998 75 83 37 68 8 54 
 1999 97 89 90 100 48 85 
Institutional  1997 97 88 93 91 55 85 
Development 1998 90 81 92 83 64 82 
 1999 89 74 90 94 81 85 
Source: Castro & Gavarrete, 2001, with information of the Harvard Institute for 
International Development.  
 

From the information above it is easy to observe that, generally speaking, Central 

America is far from being in an “ideal” competitive position. Surprisingly and contrary to 



what the perception might be in Central American soil, the government is the competitive 

indicator with a better performance throughout Central America. However, the sole 

indication that Central America is not a region of competitive firms still doesn’t make it 

very comparable with Taiwan, which, as stated before, is the main purpose of this section.  

 

In order to compare the competitiveness of Central America with that of Taiwan, we’ll 

use the same methodological approach used by Castro & Gavarrete, but instead of 

comparing with the “ideal”, the comparison is made with Taiwan, to have Central 

American competitiveness as a percentile of that in Taiwan. 

 

Although the Global Competitive Index still measures all the eight areas described above, 

since the 2002 edition of the report, emphasis is put to three main areas: Technology, 

public institutions, and the macroeconomic environment, which year after year have 

statistically proven to be the ones that explain the most the business competitiveness of 

firms in a given country (see Table 16 below for evaluations of Central American 

countries and Taiwan in these main areas).   

 



Table 16 Selected excerpts from the Global Competitiveness Indexes, 2002-2003 

 Business  
Competitiveness 

Ranking 

Macroeconomic 
environment 

index 

Public 
Institutions 

index 

Technology 
index 

Costa Rica 45 4.10 4.33 4.13 
El Salvador 63 4.29 4.24 3.02 
Guatemala 81 3.83 2.98 2.80 
Honduras 89 3.36 2.93 2.65 
Nicaragua 88 2.63 3.50 2.82 
Panama 59 4.13 4.06 3.82 
CENTRAL AMERICA17 69 3.84 3.61 3.18 
TAIWAN 16 5.00 5.25 5.87 
Source: Global Competitiveness Report 2002-2003 

     

The numerical results of the aspects taken into consideration have been “normalized” 

according to a method in which the index is computed as a measure of the maximum 

result in each variable (or the ideal). The method for this normalization is as shown in 

figure 1 below.  

 

Figure 1 normalization criteria for measure of indexes  

   

Source: World Economic Forum 

 

                                                 
17 Totals for Central America calculated as an weighted average in respect to their GDP. 

100 x 
(Xmax – X) 

( Xmax – X min) [ ]
Where:  X is the value of the corresponding index 
  Xmax is the best or goal value of the index 
  Xmin is the worst value of the index 



When compared with Taiwan, the countries in Central America together seem to be a 

place less than one half as competitive as Taiwan. When individual differences are 

observed, Costa Rica, El Salvador and Panama seem to be the closest ones to Taiwan in 

terms of competitiveness. Table 17 shows the different components of competitiveness as 

percentiles of those of Taiwan. 

 

Table 17 Central American competitiveness components in percentiles compared to Taiwan 

 Macroeconomic 
environment index 

Public Institutions 
index 

Technology index

Costa Rica 34.09 38.98 43.07 
El Salvador 26.89 42.80 70.54 
Guatemala 44.32 96.19 75.99 
Honduras 62.12 98.31 79.70 
Nicaragua 89.77 74.15 75.50 
Panama 32.95 50.42 50.74 
CENTRAL AMERICA 42.43 67.92 65.38 
TAIWAN 0.00 0.00 0.00 
Source: Own elaboration with data from World Development Report 2002-2003 

 

3.6 Description of firms 

 

The importance of small and medium size enterprises (SMEs) in contributing to job 

creation and output growth is now widely accepted in both developed and developing 

countries. There is also a growing recognition of the role that SMEs play in sustained 

global and regional economic recovery (Meghana, Thorsten and Demirgüç-Kunt, 2003). 

However, in many developing and less developed countries (LDCs) there is evidence of a 

“missing middle”: a shortage of middle-sized growth-oriented SMEs that could make an 

important contribution to development. This “missing middle” is generally attributed to 



hidden and largely inadvertent biases in the economic policies of these countries that 

militate against the gradual and organic growth of their enterprises.  

 

The lack of coherent SME development strategies, which take into account the three 

dimensions of enterprise evolution (i.e. start-up, survival and growth) and the different 

needs of enterprises in their various stages of evolution, is another important contributory 

factor (Riba, 2002).  

 

It is very difficult to compare the SMEs in Central America and Taiwan, mostly because 

their definitions are highly dissimilar.  The term SME covers a wide range of definitions 

and measures, varying from country to country and between the sources reporting SME 

statistics. Some of the commonly used criteria are the number of employees, total net 

assets, sales and investment level. However, the most common definitional basis used is 

employment, and here again, there is variation in defining the upper and lower size limit 

of an SME. For instance, in Taiwan this definition is dictated by an Executive Yuan 

Order, in which an SME has to have a paid in capital of less than NTD 80 million and 

less than 200 employees18. On the other hand, none of the Central American countries 

have a legal definition of what constitutes an SME. Hence, as a means of comparison, we 

have used the Inter American Development Bank - SME Observatory’s definition of SME 

for these countries, which states that they need to be no larger than 100 employees. 

 

                                                 
18 This definition has been approved by Executive Yuan Order Tai (80) Jing #33054 on October 19, 1991. 
Latest revision promulgated by Ministry of Economic Affairs Order Jing (89) Chi Tzu #89340202 on May 
3, 2000. 



It is worth mentioning that in both Taiwan and the Central American countries informal 

employment is of high importance as an income generator. However, it is very unlikely 

that these areas might have a significant direct impact in the trade strategies between 

Taiwan and Central America, which is the main objective of this research, thus it will not 

be taken into account in the analysis. The data on informal employment shown on Table 

18 is for reference of the reader.    

    
Table 18 SMEs in Taiwan and Central America. Averages from 1990-1999 series 

 SME share of formal 
employment 

Informal Sector 
contribution to GDP 

Costa Rica 54.3 28.5 
El Salvador n/a n/a 
Guatemala 32.3 55.7 
Honduras 27.6 46.7 
Nicaragua 39.9 n/a 
Panama 72.0 51.05 
CENTRAL AMERICA 55.8719 34.7120 
TAIWAN 77.86% 16.50 
Source: World Bank Policy Research, August 2003. 

 

In Taiwan, 20% of all of the country’s exports come from SMEs (MOEA, Taiwan, 2003), 

while in Central America less than 10% of all exports come from SMEs (José Maria 

Covelo foundation, 1996). Table 19 shows the distribution of size of these SMEs in 

Central America.  

 

                                                 
19 Calculated as the compound average in terms of population. 
20 Calculated as the compound average in terms of national GDP. 



Table 19 Distribution of SMEs 

 1-19 
employees 
(%) 

20-50 
employees 
(%) 

51-100 
employees 
(%) 

100-200 
employees 
(%) 

200 +  
employees 
(%) 

Costa Rica 80.55 9.66 3.67 6.11 N/A* 
El Salvador 94.26 2.62 1.26 0.58 1.28 
Guatemala 60.8 18.8 9.8 6.3 4.3 
Honduras 58.5 22.8 8.7 3.4 N/A* 
Nicaragua 65 17.9 8.1 9.0 N/A* 
Panama 78.8 9.7 9 1 1.5 
*In some countries the information upper limit cut-off is 100 employees or more, hence there’s no 
distinction between those companies with between 100 and 200 and those of more than 200 employees. It 
should NOT be assumed that there aren’t companies with more than 200 employees.  
Sources:  
Central America - FEDEPRICAP, “Inventory and Analysis of the situation of the productive Mid Size 
Enterprises in Central America”, 1996. 
 

3.7 Trade history between Central America and Taiwan 

 

There is a relatively long history between the relations between Central America and 

Taiwan. Most of the countries established diplomatic relations throughout the period 

between the 1930s and 1950s. Since that time, both parties have subscribed a series of 

treaties and agreements that cover a wide range of activities. There are agreements in 

cultural, commercial, technical and industrial cooperation, extradition, media inter-

exchange and fishing areas. 

 



3.7.1 Trade statistics21 

Central America is the region with which Taiwan currently has the lowest amount of 

trade in the world (See Table 20). However, in the last few years, there is a trend of 

decreasing the gap between imports and exports, which increases opportunities for 

Central American exporters. Table 21 and Figure 2 below show these trends. 

 

Table 20 Taiwan’s Imports and exports by global region, 2003, in millions of US$ 

 Total trade Exports Imports Surplus/deficit 
Asia 157,859 85,630 72,229 13,401 
Middle and Near East 13,137 2,721 10,416 (7,695)
Europe 36,691 20,452 16,239 4,212 
Africa 4,071 1,365 2,706 (1,342)
North America 45,312 27,413 17,899 9,514 
Central America 2,162 1,677 486 1,191 
South America 3,100 1,194 1,906 (712)
Australasia 5,678 2,446 3,232 (786)
Other 3,410 1,277 2,133 (855)
Total 271,420 144,174 127,246 16,928 

Source: Directorate General of Customs, Ministry of Finance, R.O.C. 
 

   

                                                 
21 For statistics on trade the following rules apply:  
Exchange Rate: Values in U.S. Dollars have been converted from N.T. Dollars by using the average 
exchange rate of each given period.   
Statistical Coverage: Statistics cover only goods exported to and imported from foreign countries, re-
exports and re-imports are excluded.   
Value Basis: FOB for exports; CIF for imports.   



Table 21 Central American Exports and Imports with Taiwan, 1998-2003, in US$ 

 1998 1999 2000 2001 2002 2003 

Exports to Taiwan       

Costa Rica 15,848,371 10,823,606 22,177,911 13,284,434 27,862,552 79,560,847

Panama 3,366,531 3,142,396 1,619,903 4,213,379 4,810,300 6,011,838

El Salvador 163,826 95,958 531,984 1,158,280 9,048,142 2,322,119

Guatemala 1,141,957 796,297 16,032,705 21,514,925 5,583,481 1,160,476

Honduras 1,050,847 435,729 1,552,008 1,037,523 636,262 857,964

Nicaragua 229,314 663,594 1,049,610 740,527 430,563 665,942
CENTRAL AMERICA 21,800,846 15,957,580 42,964,121 41,949,068 48,371,300 90,579,186

Imports from Taiwan       

Costa Rica 43,073,722 50,771,481 94,182,975 75,748,665 59,003,861 45,094,708

Panama 209,385,124 143,038,909 197,289,115 123,964,664 127,354,717 121,160,343

El Salvador 68,607,596 73,772,415 87,130,563 65,929,799 60,542,511 74,565,697

Guatemala 75,416,753 77,431,594 95,204,983 79,072,446 81,293,713 90,941,492

Honduras 56,333,363 61,583,335 74,183,716 50,957,464 51,855,821 37,144,213

Nicaragua 57,077,849 57,779,116 69,542,583 48,596,243 42,980,413 39,278,391
CENTRAL AMERICA 509,894,407 464,376,850 617,533,935 444,269,281 423,031,036 408,184,844

Source: The Bureau of Foreign Trade, MOEA 

 

Figure 2 Trends in Exports and Imports of Central America with Taiwan, 1998-2003, in US$ 
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Source: Data of the Bureau of Foreign Trade, MOEA 



 

When comparing the performance of imports and exports for each Central American 

country, Costa Rica seems to be the country with more potential of exports, in fact, Costa 

Rica is the only country in Central America that exports to Taiwan a larger amount of 

goods that the amount of goods it imports from Taiwan. Table 22 describes the ratios of 

trade between Central America and Taiwan. 

 

Table 22 Taiwan Exports and Imports with Central America. 2003, in US$ 

 Exports  Imports  Total 
trade 

 

Costa Rica 45,094,708 11.05% 79,560,847 87.84% 124,655,555 24.99%
El Salvador 74,565,697 18.27% 2,322,119 2.56% 76,887,816 15.42%
Guatemala 90,941,492 22.28% 1,160,476 1.28% 92,101,968 18.47%
Honduras 37,144,213 9.10% 857,964 0.95% 38,002,177 7.62% 
Nicaragua 39,278,391 9.62% 665,942 0.74% 39,944,333 8.01% 
Panama 121,160,343 29.68% 6,011,838 6.64% 127,172,181 25.50%
CENTRAL AMERICA 408,184,844 100% 90,579,187 100% 498,764,030 100% 

Source: Bureau of foreign trade 
 

Seafood, coffee, minerals, garments, wood, parts and machinery, and electronic 

equipment are the main exports from Central America to Taiwan; all these products only 

represent a very small fraction (0.07%) of Taiwan’s total imports of US$127,245,897,840 

in the year 2003. Table 23 describes these products exported from Central America to 

Taiwan, and their relative importance (within the exports to Taiwan) for each country. 

 



Table 23 Central American export products to Taiwan, 2003  

 Export products to Taiwan 
 Electronic Equipment 87% Medical Equipment 1% 
Costa Rica Parts & Accessories 7% Seafood 1% 
 Leather 2% Others 3% 
     
 Seafood 56% Garments 3% 
 Parts & Equipment 22% Furniture 1% 
El Salvador Textiles 8% Others 2% 
 Minerals 8%   
     
 Minerals 40% Garments 4% 
 Coffee 27% Chemicals 1% 
Guatemala Plants & Seeds 10% Meats 1% 
 Wood 14% Plants, Fruits & Vegetables 1% 
 Plastics 1% Others 1% 
     
 Coffee 44% Textiles 4% 
 Wood 8% Seafood 5% 
Honduras Garments 30% Others 5% 
 Tobacco 4%   
     
 Coffee 19% Garments 6% 
 Wood 8% Meat 4% 
 Chemicals 10% Seafood 3% 
Nicaragua Textiles 7% Fruits and Vegetables 4% 
 Parts & Machinery 19% Tobacco, Coffee, Tea 3% 
 Various 6% Others 6% 
 Electronic Equipment 5%   
     
 Minerals 58% Garments 2% 
 Seafood 26% Leather 1% 
Panama Meats 5% Medicine 1% 
 Parts & Machinery 3% Art 1% 
 Minerals 2% Others 1% 

Source: Data of the Bureau of Foreign Trade, MOEA 

 



3.7.2 Trade agreements 

Taiwan-Panama Free Trade Agreement 

On August 21st, 2003 Panama and Taiwan made history by signing Taiwan’s first free 

trade agreement. The main triggers for this agreement were the willingness of the trading 

partners, the free trade agreement strategies that Taiwan has for so long pursuing and the 

geographical advantages of Panama. 

 

The agreement was negotiated in five rounds from October 2002 to August 2003. Before 

the agreement the import duties for products entering Taiwan from Panama were a 

compound average of 3.46% (5.7% for agricultural products, 0.3% for industrial products) 

and the Taiwanese products entering the Panamanian market were taxed at a compound 

rate of 6.37% (10.27% for agricultural products, 6.19% for industrial products). In 2002, 

the ROC had a US$122 million trade surplus with Panama, 25 times the value of Panama 

exports to the ROC (refer to Table 9 in section 3.4.3).  

 

Under the terms of the agreement, 6,200 categories of goods, or 71% of exports from 

Taiwan to Panama will become exempt from duties, whilst 4,160, or just under 50%, of 

goods exported in the opposite direction will be free from tariffs.  

 

It is expected that by 2014, 97% of exports from Taiwan to Panama, and 95% of trade 

flowing from Panama to Taiwan will be free from duties (see Table 24, below).  

 



Table 24 Percentage of Zero Tariff items, Panama-Taiwan Free Trade Agreement, by sector 

 Total Agriculture Industry 
Taiwan    
Zero tariff 9,187 (71.21%) 670    (44.25%) 5,517 (76.90%) 
Zero tariff after ten years 8,448 (97.23%) 1,302 (86.00%) 7,146 (99.61%) 
Total number of products 8,688 1,514 7,174 
    

Panama    
Zero tariff 4,181 (48.74%) 570    (40.45%) 3,611 (50.36%) 
Zero tariff after ten years 8,156 (95.07%) 1,093 (77.57%) 7,063 (98.51%) 
Total number of products 8,580 1,409 7,171 

Source: Ministry of Economic Affairs, Taiwan. 
 

One of the main goals of the agreement is to allow Panama increase the imports of 

household items, IT products, sports equipment, telecommunication and textiles to its 

Colon Free Trade Zone to be later re-exported to other Latin American nations. 

Furthermore, besides stimulating trade, the agreement pursues foster investment 

opportunities. 

 

With this free trade agreement Taiwan pursues the increase of seafood, cattle products, 

coffee and other agricultural products imports from Panama.  

 

According to the official joint announcement of the agreement, “…the free trade 

agreement will enable the Republic of Panama to become Taiwan’s entry to the 

American markets.  Concomitantly, the Taiwan would become the entry for the Republic 

of Panama to the Asian markets”22.  

 

                                                 
22 Joint Announcement of the ROC and Republic of Panama on the Launching of a Free 
Trade Agreement, August 2002. 



3.7.3 Other regional multilateral agreements 

Central American Integration system 

Economic integration in Central America has a long history, beginning in 1824 when 

Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua formed the Central 

American Federation following independence from Spain and Mexico. The Federation 

collapsed in 1838, however, as a result of petty jealousies and resentments that arose 

among different nationally based interest groups.  

 

Despite this, the idea of a united Central America has remained a constant in regional 

intellectual thought and helps to explain why some Central American countries grant 

automatic citizenship to nationals from other Central American states. In addition, most 

of the Central American republics still include references in their constitutions to a 

common aspiration that seeks the eventual reunion of all five countries.  

 

Given the small size of the markets and economies of the Central American countries, a 

united Isthmus is something that has always made good economic if not political sense. 

During the 1950's the Mexico City office of the United Nations Economic Commission 

for Latin America and the Caribbean (ECLAC) drew up plans to create a Central 

American Common Market (CACM) among Costa Rica, El Salvador, Guatemala, 

Honduras, and Nicaragua. The basic rationale for CACM was that an economically 

integrated Central America would create the necessary economies of scale required to 

support a viable industrial park. In order to encourage the creation of new industries, 

CACM contemplated a regional free trade area that would be protected from the outside 



world by high tariff barriers. However, it would be more accurate to call CACM a 

customs union rather than a common market because no provisions were made for the 

free movement of persons, capital or services or for the coordination of macroeconomic 

policies among the participating states.  

 

CACM performed extremely well during its first decade in existence, with exports by 

member countries to their CACM partners increasing from about 7% of the sub-region’s 

total global exports in 1960 to 25% by 1968. By the end of the 1960s, however, CACM 

began to stagnate as conflicts ensued because countries with more developed industrial 

parks such as Costa Rica and Guatemala were disproportionately benefiting from the 

regional free trade program at the expense of less developed Honduras and Nicaragua. In 

1970, Honduras pulled out of CACM, ostensibly because of its so-called Soccer War 

with El Salvador the year before. Conflicting macroeconomic policies and unilateral 

currency devaluations sparked by the Oil Crisis of 1973 created havoc in intra-regional 

trade patterns shortly thereafter, and led to the re-imposition of trade restrictions by 

CACM's remaining members. By 1980, as the region (with the notable exception of 

Costa Rica) became engulfed in domestic civil strife, the CACM project was dead.  

 

The emergence of the European Union and the formation of other regional trading blocs 

such as MERCOSUR in South America and the North American Free Trade Agreement 

(NAFTA) encouraged the presidents of Costa Rica, Guatemala, Honduras, Nicaragua and 

El Salvador to meet during the early 1990’s with a view towards reviving the concept of 

an integrated Central America.  



 

In 1991 the presidents of the five Central American countries plus Panama met in the 

Honduran capital and signed the Protocol of Tegucigalpa to the 1962 Charter of the 

Organization of Central American States (ODECA), thereby establishing a new 

institutional framework called SICA designed to facilitate the eventual economic and 

political integration of Central America. In 1993 the five Central American countries plus 

Panama met in Guatemala City and signed the Central American Economic Integration 

Protocol to the General Treaty on Central American Economic Integration of 1960. This 

so-called Protocol of Guatemala sought to gradually create a Central American customs 

union, a common customs authority, and the eventual free movement of labor and capital 

among the member states and establishment of a monetary union. Despite signing both 

the Protocols of Tegucigalpa and Guatemala, Panama has never ratified either treaty and 

therefore plays the role of an observer rather than an active participant in SICA. In 

addition, Costa Rica has opted out of that part of the Protocol of Guatemala that seeks to 

create a Central American monetary union, and calls for the free movement of labor 

among the signatory states. Costa Rica also remains aloof from SICA’s overall efforts at 

political integration.  

 

At the present time, most goods originating in the five Central American countries or 

which can meet SICA’s rule of origin requirements are traded among all five countries 

free of all tariffs and non-tariff barriers such as quota restrictions. Among the important 

items that are exempt from this general rule, however, are coffee and sugar, two major 



items produced in the region. Coffee is subject to domestic import duties, while each 

country is allowed to maintain quota restrictions on the importation of sugar.  

 

Each individual Central American country is also permitted to charge its own particular 

tariff rates with respect to petroleum derived products traded amongst them, as well as 

automobiles and pharmaceuticals. In addition, individual Central American countries 

maintain a limited list of products that are currently exempt from the overall free trade 

scheme. For instance, Guatemala and El Salvador currently restrict the importation of 

flour from the other SICA countries as well as on tobacco from Costa Rica. Many of the 

Central American countries also impose quota restrictions on the importation of alcohol.  

 

Central America Free Trade Agreement (CAFTA) 

On May 28th, 2004 the representatives of United States, Nicaragua, Guatemala, Honduras, 

El Salvador and Costa Rica signed the Central America Free Trade Agreement, CAFTA, 

which will immediately eliminate tariffs on more than 80 percent of U.S. exports of 

consumer and industrial products, phasing out the rest over 10 years, the Central 

American countries will have an elimination of tariffs of about 75 percent of their exports 

to the U.S. and the elimination of the remaining throughout a period of ten years.  

 

The United States and Central America enjoy a strong and growing trade partnership. US 

exports to the CAFTA countries have grown over 70 percent since 1996, totaling $32 

billion out of the 1.5 trillion of United States’ total trade in 200323. CAFTA, covering the 

United States, Nicaragua, Guatemala, Honduras, El Salvador and Costa Rica, will extend 
                                                 
23 Office Of The United States Trade Representative. 



the North American Trade Agreement (NAFTA) down most of the land bridge 

connecting Mexico to South America. 

 

Negotiations for the Central America Free Trade Agreement began in January 2003. 

Following nine rounds of negotiations, agreement was reached with El Salvador, 

Guatemala, Honduras, and Nicaragua on December 17, 2003, and with Costa Rica on 

January 25, 2004. Negotiations to include the Dominican Republic in CAFTA began in 

January 2004 and concluded on March 15, 2004, but a period of Congressional 

consultation on that agreement required under the Trade Act has not yet concluded.  

 

Besides the CAFTA, the United States currently has free trade agreements with Israel, 

Canada and Mexico (NAFTA), Jordan, Chile and Singapore. 

 

Free Trade Area of the Americas, 2005 

The effort to unite the economies of the Americas into a single free trade area began at 

the Summit of the Americas, which was held in December 1994 in Miami, U.S.A. The 

Heads of State and Government of the 34 democracies in the region agreed to construct a 

Free Trade Area of the Americas, or FTAA, in which barriers to trade and investment 

will be progressively eliminated. They agreed to complete negotiations towards this 

agreement by the year 2005.  

 

The FTAA negotiations were formally launched in April 1998 at the Second Summit of 

the Americas in Santiago, Chile. The Heads of State and Government participating in the 



Second Summit of the Americas agreed that the FTAA Agreement will be balanced, 

comprehensive, WTO-consistent, and will constitute a single undertaking.  

 

3.7.4 Trade development agencies: Central American Trade Office (CATO) 

With the main objective of consolidating economic and diplomatic ties between Central 

America and Taiwan, in 1997 both regions created in a joint effort the Central American 

Trade Office in Taiwan. CATO was originally destined to promote trade only with Costa 

Rica, El Salvador, Guatemala, Honduras and Nicaragua, but since the year 2000, Belize 

and Panama joined the promotion program. CATO works as a Non Governmental 

Organization (NGO) under the wing of the Ministry of Foreign Affairs of Taiwan. 

 

The main functions of the Central American Trade Office are: 

a. To provide updated information on investment, trade and tourism in Central America. 

b. To organize business promotional activities in both Central America and Taiwan. 

c. Identify Taiwanese importers and venture partners for Central American exporters. 

d. Identify Central American importers and venture partners for Taiwanese exporters. 

e. Assist companies with investment planning in the Central American region. 

d. Arrange business tours and participate in trade shows. 

e. Facilitate strategic alliances, investment projects and business cooperation for 

Taiwanese and Central American firms. 

f. Assist Central American embassies, business associations, industrial and commercial 

agencies to promote trade, investment and cooperation.  

 



The Central American Trade Office cooperates with local agencies or business 

organization in each of the countries of Central America. Table 25 describes these 

agencies. 

 

Table 25 Investment Agencies linked to CATO 

Country Agency Description 
Belize BELTRAIDE BELTRAIDE (Belize Trade and Investment 

Development Service) is a statutory institution 
governed by a Board of Directors. On the Board are 
representatives from the private sector, Government 
and Civil Society. The Board is the principal policy-
making organ of BELTRAIDE. 
  
Belize Trade and Investment Development Service 
(BELTRAIDE) is committed to offering local and 
foreign investors the services of a one-stop center for 
investment and trade activities. The Investment 
Attraction, Export Promotion, Business Facilitation and 
Trade & Research departments strive to efficiently 
respond to requests, inquiries and needs of investors 
and business persons.  
 

Costa Rica PROCOMER 
 
 

PROCOMER (Costa Rican Promoter for Foreign 
Commerce) facilitates the development and strengthens 
the exporting capacity of the productive sectors in 
Costa Rica to promote national production in the global 
markets.  
 
PROCOMER assists companies in the areas of 
development & logistics management, international 
marketing, and commercial intelligence.  
 

 CINDE CINDE (Costa Rican Investment Board) assists foreign 
investors in establishing their operations in Costa Rica. 
 
CINDE is a private, nonprofit organization that has an 
expert staff that provides complete, updated economic 
and business information, prepares customized visits to 
the country, assists in making initial contacts with 
suppliers and professionals, and does any follow-up 
required to establish the operation.  



 
El Salvador PROESA PROESA is a public-private organization dedicated to 

supporting foreign investors seeking to explore off 
shore opportunities in El Salvador. It provides the 
necessary information, contacts and startup services 
needed to guide companies to their investment 
decision. 
 

Guatemala PROGUAT Is the Guatemalan Ministry of Economy's inward 
foreign investment promotion office. 
 

 AGEXPRONT AGEXPRONT (Guatemala Non Traditional Products 
Exporters’ Association) is a private non-profit entity, 
established in 1982, with the goal to promote and 
develop the exports of non-traditional products of 
Guatemala.  
 
It represents dynamic and innovative Guatemalan 
businessmen that have been able to incorporate and 
establish themselves in the world market, as well as 
those companies interested in exporting or that provide 
services to exporters. 
 

Honduras FIDE FIDE (Foundation for Investment and Export 
Development) is a non lucrative private institution 
created in 1984 to promote investment in the country, 
support the development of Honduran exports and 
work together with the government and other private 
institutions to promote and formulate new legislation 
aimed towards the benefit of the business climate in 
Honduras. 
 
FIDE counts with a series of programs and activities 
that offer investors and business people, both local and 
foreign, a wide range of services that develop new 
investments, expansions, strategic alliances and 
business opportunities.  
 

Nicaragua CEI CEI (Center for Exports and Investments) is the result 
of the joint effort of the government and private sector 
in Nicaragua. It is currently funded by the United 
Nations Development Program (UNDP) and the 
Sweden Agency for International Development.  
 
Started operations in 1992. It’s a non-profit private 
entity with the mission of promoting and diversifying 



the Nicaraguan exports, as well as promoting local and 
foreign investments in productive sectors.  
 

 PRONICARAGUA PRONICARAGUA is a newly-created Investment 
Promotion Agency of Nicaragua officially established 
by President Enrique Bolaños in August 2002. It is a 
public-private institution operating under the 
Presidential Commission on Investment Promotion. It 
is dedicated to support foreign investors seeking 
offshore opportunities in Nicaragua. 
 

Panama DIPROCOMEX DIPROCOMEX (National Agency for Promotion of 
Production and Investment) is a government agency, 
under the Ministry of Commerce and Industry, devoted 
to the promotion of exports and has as priority 
promoting and incentivating the exports of non 
traditional products, without forgetting about the 
traditional products, in current sand potential markets, 
through penetration in foreign markets. It also 
promotes the utilization of slack capacity of production 
and the necessary adjustment to agricultural and 
industrial legislation and the export infrastructure.  
 

 ARI ARI (Inter-Oceanic Region Authority) is a government 
body created in 1993 to promote investment in the 
Panama Canal areas as the U.S. handed them back. 

 
 
   
3.8 Conclusion 

Central America as a region, compared to Taiwan, is larger in terms of land area and 

population, but when income, purchasing power and trade relations are measured, the 

whole Central American isthmus is much smaller than the geographically tiny island of 

Taiwan.      

 

Central American companies are created and work in an atmosphere of low 

competitiveness which has a direct and strong effect on their own competitiveness and 

strength. This is particularly important when companies are faced with decisions on 



whether to expand to new markets. In the case of Taiwan, Central American companies 

are threatened to compete with companies which are significantly larger in terms of 

revenue, assets, human resources and business connections, thus it is difficult for them to 

venture into this new market.     

 

For the Central American countries is important to foster the creation of Free Trade 

Agreements with more economically powerful partners, such as the United States 

because these free trade agreements become an attractive gateway for third parties, such 

as Taiwan, for accessing these stronger markets, most likely through direct investments in 

any or all the Central American countries, which generates local employment and wealth. 

 

It would not be strange to observe an increase in trade between Central America and 

Taiwan, due to the creation of free trade agreements, because it is likely that the foreign 

investments in Central America would require raw materials that are not available in the 

region, thus increasing the inflow of goods, presumably, from the country of origin of the 

foreign companies. 

 

The exports from Central America to Taiwan are still low in volume and value, especially 

when compared with the total amount imported by Taiwan. Currently, Central America 

as a whole provides only a 0.07% of all the goods that Taiwan imports, however, there is 

potential for improving this situation. There is at least a 6% of the Taiwanese imports that 

represent goods that are currently being produced or processed in Central America, but 

that are being introduced to Taiwan by other countries (see Table 26 for selected imports 



to Taiwan). The Central American region should be able to compete for a bigger share of 

this relatively small market, which would represent a significant difference. 

 

Table 26 Selected imports of Taiwan, 2003.                 Unit: US$ 

 
Category of import 

Imports 2003 Ranking 
of all 

imports 

Percentage 
of all 

imports 
Paper, paper pulp paperboard 1,158,470,887 13 0.91%
Precious and semi precious stones 1,018,197,772 15 0.80%
Wood, articles of wood 961,618,662 19 0.76%
Oil seeds, fruits, grains and seeds 801,564,323 20 0.63%
Leather 556,185,752 30 0.44%
Tobacco 539,359,399 31 0.42%
Apparel and garments 469,716,740 35 0.37%
Meats 395,187,808 36 0.31%
Peel of citrus fruit or melons 314,974,480 41 0.25%
Clothing accessories 307,858,894 43 0.24%
Fish, crustaceans, mollusks and other aquatic 
invertebrates 

260,714,058 49 0.20%

articles of leather, travel goods, handbags and similar 225,184,989 55 0.18%
Dairy products, birds' eggs, natural honey, edible 
products of animal origin 

189,352,456 61 0.15%

Other made up textile articles, sets, worn clothing and 
worn textile articles 

148,147,181 64 0.12%

Preparations of vegetables, fruit, nuts or other parts of 
plants 

140,143,310 66 0.11%

Edible vegetables 99,064,489 73 0.08%
Cocoa and cocoa preparations 48,241,252 78 0.04%
Preparations of meat, fish or crustaceans, mollusks 47,483,084 79 0.04%
Works of art, collectors' pieces and antiques 14,914,147 85 0.01%
Live tree and other plants, bulbs and roots; cut flowers 
and ornamental foliage 

10,445,134 86 0.01%

Total 7,706,824,817  6.06%
Data Source: Directorate General of Customs, Ministry Of Finance, R.O.C. 

 

There are two main motivations for Taiwan for signing free trade agreements: economic 

and political. On the economic front, the contracting parties of a free trade agreement can 

eliminate customs duties and non-tariff and investment barriers in a mutually beneficial 



manner.  While reducing uncertainties and increasing scale of economies, each party can 

enjoy the advantages and the preferential opportunities brought about by a free trade 

agreement.  On the political side, due to the closer economic links and reduced potential 

economic conflicts between the contracting parties.  

 

Of the twenty-seven countries that have official diplomatic relations with Taiwan, just 

over half (fourteen) of them can be found in Central and South America, thus, this area 

holds key diplomatic and economic positions. However, due to the great distance 

between the two of regions, Taiwanese citizens are unfamiliar with Latin America and 

lack understanding of our own trade practices, and vice-versa. Although Central and 

South America's markets have the advantage of being physically closer to North America, 

the gradual liberalization of trade and the forming of multi-national industry 

organizations has had a highly positive effect on Taiwan by opening up markets to 

businesses worldwide. In addition, thirty-four countries of the Americas have committed 

to expanding their respective trade groups by combining NAFTA, MERCOSUR, CACM 

and the ANDEAN Group into one: Free Trade Area of the Americas. It will represent the 

world's largest regional economic and trade organization by covering the largest market 

base and containing unlimited business opportunities. Nevertheless, competition in the 

North American market is fierce, making it difficult for Taiwanese businessmen to enter 

their markets. Thus, in the future, using Latin America as a base to market Taiwanese 

goods and services to the Americas as a whole would be the best course to take. In this 

light, Taiwan should see its business practices strengthening its relationships with Central 

and South America.  



 


