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2 COUNTRY ANALYSIS 

 

2.1  Society Overview1 

 

Taiwan is approximately equal to the size of Belgium (about 36,000 sq. km) and located in 

East China Sea. It is an independent nation, but not recognized as a sovereign state by the 

community of states. In 1949, the nationalist government led by the Kuomintang party (KMT), 

fled to Taiwan as defeated by the Communist Party of China and ruled the island until the 

party’s defeat by the Democratic Progressive Party (DPP) in the 2000 presidential election. 

However the KMT has resumed power by winning the presidential election in March 2008.    

 

Taiwan has a population of nearly 23 million. It is one of the ten most densely populated 

countries with a growth rate that significantly declined from 3.5% in 1957 to only 0.65% in 

2007. Economic and political transformations over the past decades have led to changes in 

social trends. Since the 1970s the birthrate has been declining accompanied by a rising 

divorce rate and the average age of marriage. The total fertility rate fell from five during the 

1960s to 1.12 in 2007. The population structure has undergone changes over the last few 

decades, and Taiwan is now an aging society. . The proportion of people aged 65 and older 

has been steadily increasing: In 1949, it counted only 2.5% of the population and in 2007, 

10.21%. (See Chart 1) The average life expectancy rose between 1996 and 2007 from 72.4 

years to 75.1 years for males and from 78.1 years to 81.9 years for females. To counter the 

impact of an aging population on national development, the government has been promoting 

                                                 
1 The Republic of China Yearbook 2008. Government Information Office. www.gio.gov.tw 
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new population policies that aim to further increase the quality of life through education, 

improve health care and social security, promote sustainable development, and formulate an 

appropriate immigration policy.  

 

Health levels in Taiwan are improved because of the progressing quality of health care and 

because it’s compulsory comprehensive national health care system, the National Health 

Insurance (NHI) program, launched in 1995. At the time of its implementation, the NHI 

program extended coverage to eight million uninsured citizens (41% of the population). In 

2007, over 22.6 million people (99% of the population) were enrolled in the NHI program.  

 

Chart 1: Taiwan Population by Age    

 

(Source: The Republic of China Yearbook 2008. Government Information Office) 
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2.2 Economy Overview2 

 

Since the 1980’s, Taiwan’s primary productive base shifted from agriculture to labor-intensive 

manufacturing, then to knowledge service and technology industry. This transformation has 

been due to substantial government intervention in the economy, particularly through 

industrial policy and trade and foreign investment restrictions. The rapid economic change has 

also been resulted by a strong entrepreneurial spirit of the large number of small and 

medium-sized enterprises (SMEs). In 2007, the number of SMEs was nearly 1.24 million, 

accounting 97.63% of all enterprises, and employed 77.12% of the total workforce.         

 

Taiwan’s economy has grown dynamically fast over the past five decades. Taiwan’s real 

growth of GDP in 2007 was 5.72% which was higher than in any of the previous five years 

with an average growth rate of 4.66%. Services constitute the largest economy sector in 

Taiwan, contributing in 2007, 71.05% of total GDP and employed 57.9% of the total 

workforce. The fastest growing service industries are banking, insurance and transportation. 

Industry accounts for 27.5% of GDP with capital-and technology-intensive industries 

predominant and employed 36.8% of the total workforce. Taiwan is one of the world’s leading 

suppliers of monitors, keyboards, video and sound cards, scanners, disk drives and 

semiconductors. The rest of the GDP contributions at 1.45% and its workforce part at 5.3% go 

to the agriculture sector. (See Chart 2) 

 

 

                                                 
2 Section 2.2 is based on sources from: Taiwan’s Economic Situation and Outlook. March 2009. Council for 
Economic Planning and Development. http://www.cepd.gov.tw/encontent/ 
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Chart 2: Evolution of the GDP Contribution by Economy Sector 
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(Source: Kuei-Lin Chang. 2008. Industrial Clusters in Taiwan – Towards Global 
Competitiveness. CEPD) 

 

Exports have provided impetus for industrialization. Taiwan runs a large trade surplus that 

made the island one of the largest holders of foreign reserves. These reserves helped Taiwan 

stand firm during the Asian financial crisis in 1997. Taiwan’s top four trading partners are the 

U.S., Mainland China, Hong Kong and Japan and all together account for 65% of total 

exports. Recently opened cross-strait travel, transportation, and tourism links are likely to 

increase Taiwan’s economic interdependence on China, which is Taiwan’s largest export 

market and its second-largest source of imports after Japan. China also obtains the most 

foreign direct investment from Taiwan.    

 

Due the recent global recession the real growth of GDP has been estimated to decline in 2008 

to a rise of just 0.12%, with GNP rising to NT$12,697 billion and per capita GDP reaching 

NT$554,344. Taiwan’s economy has entered a serious slowdown in the fourth quarter of 2008, 
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when real exports of goods and services declined by 19.75%. Private consumption and fixed 

capital formation were also declining. Sluggish real economic activity has alleviated 

inflationary pressure. The consumer price index (CPI) recorded a rise of 3.53% in 2008, up 

from 1.8% in 2007.3    

 

Taiwan economy is forecasted to contract in 2009. Its export performance is expected to 

continue weakening with GDP consequently forecasted to be -2.97%. Imports are also 

projected to decrease. Private consumption growth will be also weakening due soaring 

unemployment rate with shrinking wealth and income. The unemployment rate increased 

gradually from 3.91% in 2007, to 4.14% in 2008, and 5.81% in March 2009.However the 

directorate-general of budget, accounting and statistics (DGBAS) estimated that the 2009 

economy can grow by 2.77% if the government can take active implementation of economic 

revitalization and employment promotion measures. 

 

2.3 Competitiveness 

 

Based on “The Global Competitiveness Report 2008-2009” from World Economic Forum 

(WEF), Taiwan is ranked on the 17th place out of total 134 countries, down three places from 

last year. Its greatest competitive strengths came from its education sector and related 

business innovation. Related to innovation, Taiwan is placed top 1 worldwide in terms of the 

patenting per capita of new inventions. Taiwan’s weakness was in its financial markets and in 

public institutions. The drop in the rankings is due in large part to a deterioration of various 

                                                 
3 Directorate-General of Budget, Accounting and Statistics, Executive Yuan, R.O.C. (Taiwan). 
http://eng.dgbas.gov.tw/mp.asp?mp=2 
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aspects of the institutional environment, some concerns about lack of judicial independence, 

and increasing complaints about the regulatory burden faced by companies operating in the 

economy.4 

 

In regards of travel and tourism, Taiwan is ranked on “The Travel & Tourism Competitiveness 

Report 2009 of the World Economic Forum on the 43rd place out of 133 countries, up 9 places 

from last year. Australia and Singapore were the only Asian countries listed in the top 10, 

respectively the 9th and 10th place. Taiwan is ranked on the 9th place under the Asia Pacific 

region out of 25 countries. Taiwan’s fairly low grade is due low scores in the health and 

hygiene framework, and in the natural and cultural resources. (See Appendix B)  The low 

score in the health and hygiene is mainly due the physician density. Grades for other health 

issues were not available. The economic importance of the Travel & Tourism sector should 

not be underestimated. The World Travel & Tourism Council (WTTC) estimates that the T & 

T sector now accounts for 9.9% of global GDP, 10.9% of world exports, and 9.4% of world 

investment. Thus the sector is an important driver of growth and prosperity, and, in 

particularly within developing countries, it can also play a role in poverty reduction.5 As to 

Taiwan, its tourism revenue amounted to NT$391 billion in 2007, accounting for 3.1% of 

Taiwan’s GDP.6   

 

                                                 
4 The Global Competitiveness Report 2008-2009. 2008. World Economic Forum 
5 The Travel & Tourism Competitiveness Report 2009. 2009. World Economic Forum 
6 See footnote 1. 




