
CHAPTER V: 

RESEARCH FINDINGS 

 

5.1 Introduction 

 

The trade between Central America has traditionally been mostly single sided, that is, 

from east to west. From the discussion in chapter II, it is possible to guess some of the 

factors that interfere in the trade between Central America and Taiwan, however, these 

are not the only factors that hold back the full potential of the trade relations between 

these two areas. 

 

This section describes in the point of view of the respondents of the field research, the 

many factors that reduce the ability of Central American companies of penetrating the 

markets in Asia. Moreover, the final section describes other findings relevant to the study. 

 

5.2 Findings from field research 

 

The field research was used as a tool to measure the perceptions of some of the parties 

involved in the current situation of trade between Central America and Taiwan. The 

findings came from two sources described in the preceding chapter: Survey and 

Interviews. Here we describe the general findings of each of the two methods of primary 

information. 



 

5.2.1 Interviews 

Through the interviews, the opinion of policy makers and experienced traders were 

known, Table 28 shows a comparative summary of their answers. In general, most of the 

interviewed share similar points of view or perceptions regarding the challenges and 

opportunities that the trade between Central America and Taiwan offer. 

 

Table 28 Comparative individual responses to interviews 

Are Central American companies simply too small to have the capacity to operate in 
Asia, at a country such as Taiwan? Is the Central American Market too small (in 
terms of population and purchasing power) to be attractive to Taiwanese 
companies?  

Costa Rica 

Some Central American companies might be small compared to those in Asia, however 
their attitude towards doing business in Asia is more important than their size. 
 
Integration and Free Trade Agreements are good ways of making Central America as a 
bigger and more attractive market.  
  

Guatemala 

Most Central American companies seem not to have the production capacity to generate 
surpluses to sell in Asia. There is also a general lack of interest for the Asian region as a 
sales point. 
 
The legislation in Central America is still not clear and effective enough to guarantee a 
stable business atmosphere, thus is not as attractive as it might be.  

Honduras 

There is a general lack of interest for the Asian markets. Moreover, companies in 
Central America don’t have the operational capabilities to enter this market.   
 
Taiwanese companies are very interested in the Central American market, proof of this 
is the surplus in trade balance for Taiwan. 

Nicaragua 

Yes, Central American firms tend to be less developed than those in Taiwan. These 
firms in Central America lack the financial resources and interest to develop new 
markets. 
 
The Central American market is very limited in terms of purchasing power. However, 
there are some areas (such as home appliances) in which the market can be attractive.  

CATO 
executive24 

The size of the companies is not a problem, small companies with the right products 
might be able to penetrate the market. 
 
Although the Central American markets are relatively small, there are many areas in 
which Taiwanese companies might find it as an attractive revenue generator, specially 

                                                 
24 The opinions of this respondent represent his own experience in the area and do not necessarily express 
the position of the Central America Trade Office.  



in not specialized, mass consumption goods.  

Are Central American firms trying to enter markets in Asia to distribute their 
products or to buy materials for their production? Are Taiwanese companies trying 
to develop markets in Central America for their products? 

Costa Rica 

There are not many Central American companies trying to expand to Asian markets, 
mainly due to difficulties such as distance, culture/language, and protectionism in the 
Taiwanese economy. Taiwan by itself is a relatively small market, thus not as attractive 
as others like China might be. 
 
 
Most of the same difficulties apply for Taiwanese companies investing in Central 
America, hence there are not many trying to do so.   

Guatemala 

Yes, there are Central American companies pursuing Asia, but in very small scale. 
 
Taiwanese companies look at Central America as a production stage, not as a market. 
However, in the Central American market can be found a vast amount of Korean and 
Chinese consumer products, these two countries have been able to see the good market 
potential that Central America represents.   

Honduras 

There are a few products such as coffee, meat and tobacco that are being promoted to 
enter into the Taiwanese market. 
 
Every year there are trade shows in Central American soil to promote Taiwanese 
products and services.  

Nicaragua 

There are a few companies trying to enter the market, but mostly due to efforts of the 
government than of private firms. 
 
For Central America is difficult to compete with other Asian countries which have 
similar characteristics of those in Central America, but are closer to Taiwan.  

CATO 
executive 

Compared to other areas, there are very few Central American firms trying to enter 
Asian markets, some of the ones that show interest do not venture to try. 
 
Some Taiwanese companies are producing and selling in Central America, but most of 
them only use it as a place for production and export to other areas. 

Do you see in the near future a growth in the potential in the trade between Central 
America and Taiwan? Why yes or no? 
Costa Rica Yes, the actions taken (Such as trade shows, the CATO and trade agreements) open a 

good opportunity to increase trade. 

Guatemala Yes, there are many products that might have a large potential in the Taiwanese 
markets. These include sugar, macadamia nuts, wood and wood products, among others.

Honduras Yes, especially due to the CAFTA, this will offer many incentives for Taiwanese 
companies to invest in Central America.  

Nicaragua 
Taiwanese business people already know the Chinese culture, thus, for them is easier to 
find markets in Mainland China. This makes difficult the growth in trade between 
Central America and Taiwan. 

CATO 
executive 

Textile is still the area with most potential for trade between the two areas. 

What should be the role of the governments in both Taiwan and Central America in 
increasing trade? What should be the role of the private firms in these two regions? 

Costa Rica 
The government’s role should be to further pursue tight diplomatic relations to be able 
to easily promote trade shows, visits and other activities that create networking between 
business people in both Central America and Taiwan. 
 



Private firms should be motivated and take example from companies from countries 
such as Chile, which have been able to penetrate Asian markets with their products.    

Guatemala 

The Central American governments should foster judicial and physical stability in the 
country to attract investment and the diplomatic representatives in Asia should optimize 
the usage of resource to be able to promote Central American products in the region. 
 
Private firms should increase their interest in the area. 

Honduras 

Trade barriers such as language and distance bring importance to the role that the 
government might play. It should be more aggressive in promotion. 
 
Central American firms should interact with Taiwanese counterparts through business 
and trade promotion associations.  

Nicaragua 

The governments should create the basic infrastructure to foster trade. They also should 
promote stability in their countries to promote investments. 
 
Private firms shouldn’t solely rely on the efforts if the government to promote their 
products. There should be an increase in interest and take proactive actions to increase 
trade.  

CATO 
executive 

Governments in Central America should foster clear and practical business laws that 
provide incentives for exports or expand to foreign markets, especially to those with 
reciprocity in diplomatic relations. 
 
Private firms should increase the variety of their products, providing special features 
that differentiate them from products of other countries in Asia.    

In your opinion, is Taiwan a gateway for other Asian markets? Could Central 
America be a gateway to other markets in North and South America or even 
Europe? 

Costa Rica 

Yes, the experience obtained in Taiwan can help companies pursue other Asian markets.
 
Central America has many advantages that make it indeed a good gateway for other 
markets, especially North America. Central America is near the US, has similar GMT 
time, ports to both Pacific and Atlantic oceans, it’s integrating itself and opening its 
economy.  

Guatemala 

The Taiwanese government has been sponsoring the idea that Taiwan is a gateway to 
other Asian markets, in part as a way to maintain diplomatic relations. However, the 
fact that a large proportion of Taiwanese companies have subsidiaries in China makes 
Taiwan a perfect gateway to the Mainland Chinese market. 
 
Taiwan is still not using Central America as a gateway, but other countries such as 
Korea are doing it, but their investments are not as significant to make Central America 
an important commerce hub.    

Honduras 
Taiwan is a good gateway for Mainland China. 
 
Central America is a good gateway for north America. 

Nicaragua 

Due to the diplomatic relations between Central America and Taiwan, to pursue closer 
trade relations with China becomes a very sensitive issue, hence Taiwan is not 
necessarily the proper gate for this market. 
 
Central America is an attractive gateway to other markets, but only in certain areas in 
which has some advantages due to treaties and trade agreements, which give Central 
America preferential treatment over other regions. 

CATO 
executive 

Ventures with Taiwanese companies could be a good way for expanding to countries in 
Asia, especially China, where Taiwanese companies have strong operations.  
 



Central America is an ideal region for Taiwanese companies to produce and export to 
North America due to the agreements they have.   

What would you recommend to Central American companies that would like to 
increase their presence in Asian markets? 
Costa Rica Contact CATO or any other organization that might help them gain networking with 

Taiwanese companies. Central American companies might also find local partners. 

Guatemala Central American companies need to find partners that know the market or find a way 
to know the market by them. 

Honduras 

Central American firms should be concerned on producing high quality goods through 
high quality processes.  
 
To be able to increase their presence in Asia, they should pursue collaborative 
agreements, such as joint ventures with local companies that know the market.    

Nicaragua Companies should get to know the Asian market and don’t assume that the same local 
products or standards will apply in Asia. 

CATO 
executive 

Find local partners that know the market and have business connections.  

 
 

The perceptions of the respondents can be summarized through the following statements: 

 

• Compared to those in Taiwan, firms in Central America are too small, lack the 

economic and technological resources for being competitive players in Asian 

markets. Moreover, there is a high uncertainty and lack of information, which for 

managers tends to transform into lack of interest to explore these unknown 

markets in Asia. This lack of interest can also be explained by the high score in 

the uncertainty avoidance as a result of the studies by Hofstede (refer to Table 2), 

which describe Central Americans as people who tend to avoid taking risks in 

unknown situations.     

 

At the same time, Central America is viewed as a very limited market, with not 

enough purchasing power to be attractive for most producers. However, there are 



some areas such as textiles, basic home appliances and processed food products 

that might still be attractive for sellers from Taiwan.  

 

• There are very few Central American companies trying to expand their sales to 

Taiwan, these companies are doing so in areas of meats, coffee, tobacco and other 

agricultural products. However, these companies are not doing it through a direct 

market penetration approach, rather, they sell through small orders by locals 

Taiwanese companies, in fact, there aren’t in Taiwan so far, any Central 

American companies legally registered to conduct businesses. Moreover, Central 

American products face competition from products from countries with similar 

climatic characteristics such as Philippines, Thailand or Indonesia which supply 

Taiwan with products similar to those that can be found in Central America, but 

with significantly lower transportation costs, due to their geographical proximity 

to Taiwan. This is consistent with the non-availability trade theory and might 

explain the low penetration of Central American products in the Taiwanese and 

other Asian markets. 

 

• Taiwanese companies mostly look at the Central American region as a production 

stage as means of diversifying their locations and risks. This is consistent with the 

human capital theory of determinants of trade, basically due to the abundance of 

low cost labor and the non-abundance of capital in Central America. The market 

itself is not as attractive as is the opportunity of taking advantage of quotas or 



other preferential treatment that goods manufactured in Central America might 

have in other markets such as North America and Europe. 

 

• It is possible to foresee a growth in the trade between Central America and 

Taiwan, but there is also a big threat of many disadvantages such as distance, 

similarity in culture and low production cost in China might have a strong effect 

in the growth potential of these trade relations. It is highly important for Central 

America to further pursue regional agreements such as the CAFTA or other 

preferential treatments to remain attractive for Asian investments. 

 

• Private firms in Central America should foster themselves business relations with 

their Asian counterparts and not expect that the Governments in these two regions 

will be the main creators of trade. The role of the governments should be to work 

only as a facilitator by providing the basic legal and physical infrastructure to 

promote the relations between Asian and Central American countries. The local 

situation and stability should also be one of the main approaches of the 

governments to help the expansion of business relations of their home country 

firms. 

 

In the host country, diplomatic missions often play a role as source of information 

and a way to certify documentation when de investment decisions are already 

made, hence their role in increasing trade is very limited. Some of the diplomatic 

missions promote some products, but in a very low scale.  



 

• Considering Taiwan as a gateway for other Asian markets could be a very 

sensitive issue, especially because the tight relations between Taiwan and China. 

Undoubtedly, China is becoming one of the biggest and most attractive markets in 

Asia, but for accessing the Chinese market Taiwan is not necessarily the best path. 

However, the experience that might be obtained in the Taiwanese market 

regarding customs, people, business relations and culture might be of great value, 

not only for targeting China, which has similar culture, but other Asian markets 

with a high concentration of ethnic Chinese inhabitants.  

 

5.2.2 Surveys 

Through the surveys, opinions from producers with current and potential presence in the 

Taiwanese and other Asian markets were known. In general, there are significant trends 

on their perception and opinions regarding the challenges and opportunities that the trade 

between Central America and Taiwan offer. These perceptions can be summarized 

through the following statements: 

 

Taiwan seems to be the country with which the companies in the sample have 

most of their business relations in the Asian continent. Korea, China and 

Singapore follow as countries in which companies have business relations in Asia, 

however, some of these Asian companies represent foreign investment in Central 

America, rather than long distance business contacts in Asia (see figure 3).  

 



Figure 3 Countries with which Central American companies have most business relations*  

Korea
17%

Taiwan
33%China

17%

Singapore
17%

Malaysia
8%

Indonesia
8%

 

*Sample Size = 17 

 

From these companies with which Central American companies have business 

relations, most of them (66%) are either suppliers of raw materials or completely 

manufactured goods. There is a general sense of trust towards these Asian 

companies. 

 

For those companies that do not have business relations with Asian counterparts, 

lack of financial resources, knowledge of the market and networks seem to be the 

main reasons that prevent doing any kind of business in Asia. Refer to figure 4.  

This is consistent with the theory highlighting the importance of ethnic groups as 

the main triggers of international trade.  

 



Figure 4 Current barriers preventing doing business in Asia 
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In terms of all measured attributes (asset size, sales, quality and financial 

resources), companies in Central America are perceived to be much smaller than 

those in Taiwan, which brings a sense of avoidance of confrontation in direct 

competition. Figure 5 below shows in a scale from one to five (being one a 

concept of small and five of large) the perceived size of Central American 

companies in each of the measured attributes. 

 

Figure 5 How companies in Central America are compared with companies in Taiwan?  

 
Incomparably 
smaller Smaller 

About 
the same larger 

Incomparably 
larger 

 1.0    5.0
Size in Assets         (1.7)     
Sales      (1.5)     
Quality (1.3)     
Financial resources     (1.5)     
Business connections with 
firms in other countries                (1.7)     

 



 

Figure 5 suggests that the entire Central American region is in a much less 

developed stage of industrial development, which according to the theory 

described in Chapter II, has a direct negative effect in the trade flow between the 

two regions.   

 

There is a general perception that the increase in trade shows, the appearance of 

free trade agreements and the provision of financial resources from Asian 

companies could trigger an increase of trade between the two regions. Trade 

companies are also perceived to have some impact (see figure 6). 

  

Figure 6 Factors perceived to increase trade between Central America and Taiwan 
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There is a general perception that even though Central America has quality 

products and that an expansion could definitely bring better revenues and other 



benefits for the companies, the obstacles for entering Asian markets are seen as 

too high to be overcome easily. Figure 7 below describe more perceptions and 

beliefs of business people in Central America regarding the business and trade 

with Asia. The scale is constructed from strongly agree to strongly disagree, with 

three middle stages (agree, no opinion, disagree).    

 

Figure 7 Perceptions and beliefs of respondents 

My company never or rarely plans to expand to new markets in Asia.

My company doesn’t have the necessary human resources with capacity to enter
new markets such as those in Asia. 

My company’s products are good enough to compete in the Asian market.

My competitors are expanding to other markets.

In Asia, import barriers are a big problem for entering the market. 

If my company would have better international business connections, my
production cost could be lower. 

The government in my country is doing a good job in helping companies to
expand to new markets.

In my country there are many companies or associations that help firms access
foreign markets.

Expansion to new markets would definitely generate more revenues for my
company.

My production heavily depends on imported raw materials or parts.

My company would rather avoid doing business with a trade company and find
sellers or buyer in foreign markets directly.

In general, I think that my company would have benefits from an increase of trade
relations between Central America and Taiwan.

Foreign raw material suppliers are more efficient than local suppliers.

 

 

According to the data provided by the sample, about 46 percent of the companies do not 

export their products (see Figure 8), from the companies who do export, they mostly do it 

Strongly agree Strongly Disagree



(64%) by themselves instead of relying on third parties. Most of these companies (92%) 

do not affiliate themselves with associations to help promote exports.   

 



Figure 8 Export patterns in companies in Central America 
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It is possible to see a trend in which companies that export less than 10% of their sales, 

do it mainly to Central America, Companies that export more than 30% of their sales do 

it to the entire American continent. Companies with business relations with Asia are 

mainly those whose exports represent between 21 to 30% of their sales (See Table 29). 

However, due to the relative small size of the sample it is very difficult to conclude that 

there is a strong correlation between these two variables.  

 

Table 29 Amount of export vs. market of destination  

Amount of export Markets served 

 Local 
Central 
America

North 
America 

Latin 
America 

Asia: Japan, 
Korea, China 

and/or Taiwan 
doesn't export 45%     
Less than 10%  9%    
21 to 30%     18% 
More than 30%   18% 10%  



 

Half (50%) of the companies are affiliated to local business associations, however, these 

are not considered to be very effective to lobby the government according to their 

interests.    

 

5.3 Other findings 

 

From both theory and field research there are some factors that have a significant impact 

on the trade between Central America and Taiwan. On one side, the commitment to 

pursue free trade agreements has a significant political and economical on the relations. 

Further, the impact of relatively small ventures into the Taiwanese market could bring the 

confidence to enter other Asian markets. These factors are described below.  

    

 

5.3.1 Free Trade Agreements with Central America 

Regional free trade agreements have been mushrooming throughout the world.  In order 

to avoid becoming marginalized or diverted within the region, negotiating free trade 

agreements with trading partners is one of the most important strategies that Taiwan can 

follow for developing its international economic, political and trading network. 

 

The free trade agreement between Taiwan and Panama is the first free trade agreement in 

Taiwan’s history. It is possible to observe with this, the importance of the Central 

American region for the economic and political relations of Taiwan with the world.  



 

Panama is a relatively small economy, with only just under three million inhabitants. And, 

even though they are a strategic partner for inter-oceanic commerce, there is no doubt 

that other Central American countries might also be the target market for the increase of 

commerce as a result of this free trade agreement.  

 

Of course, is almost needless to say that besides the increase in commerce and other 

economical reasons, the free trade agreement with Panama is also a mechanism to 

strengthen the diplomatic relations with Central America, the region with highest 

concentration of political partners among the few that Taiwan has. 

 

Since the Taiwan-Panama Free Trade Agreement went into effect in January 2004, 

bilateral trade between the two countries during the first four months of this same year 

amounted to US$89.7 million, an increase of 183% compared with the same period a year 

before25. Taiwan’s exports to Panama were valued at US$80 million, a 164% increase, 

while Panama’s exports to Taiwan jumped to US$9.7 million, a surge of 608%. After just 

four months of implementation, trade figures became extremely encouraging.  

 

The free trade agreement has been responsible for much of this expansion in bilateral 

trade. A preliminary analysis shows the biggest increases in exports to Panama being 

seen in items such as bulk carriers, denim, blank compact disc, ventilator, other steel and 

iron products, portable computer and radiotelephone. Exports of bulk carriers grew as 

high as US$41 million, nearly half of all exports. Even after excluding bulk carriers, 
                                                 
25 Ministry of Economic Affairs, R.O.C. 



though, exports to Panama still increased by 30% compared with the same period a year 

before. Imports to Taiwan showing the largest growth were steel and iron waste material, 

fish meal, beef (fresh or frozen) and bladders of swine. The main reason for this growth 

was that before the signing of the free trade agreement, these products were subject to 

duties of between five and ten percent. For example, exports of ventilators to Panama 

carried a 10% duty, while duties on portable computers stood at 5%. At the same time, a 

duty of NT$17 per kilogram was collected on imports from Panama of beef (fresh or 

frozen) and bladders of swine. Tariffs on these products all went to zero under the 

preferential treatment offered by the FTA between Panama and Taiwan.  

 

According to Bureau of Foreign Trade (BOFT) statistics, more than 60 applications for 

preferential certificate of origin were received between January and March. The BOFT 

predicts that trade will continue to improve this year and intends to continue to help local 

Taiwanese industries become aware of the preferential treatment offered by the free trade 

agreement and take advantage of the opportunities for market access made available. 

 

Moreover, Panama and the other American countries will combine with the North 

American Free Trade Area from 2005 onwards, to form the biggest economic entity in 

the world, a US$13 trillion market of 34 countries and nearly 800 million people. This 

will make Panama an even more attractive destination for investment from Taiwan.  

 

 

 



5.3.2 Commerce  

The increase of commerce with Taiwan could bring good faith and trust from other 

countries in Asia towards Central American countries and companies, and in this way, 

Taiwan could be, in fact, the gateway for Central American companies to other Asian 

markets. As a first step to this expansion, a special consideration to those countries with 

high concentrations of ethnic Chinese groups might be given.  

 


