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ABSTRACT 

 

Since 1949 that China became People’s Republic of China (PRC) and Taiwan, Republic of 

China in Taiwan (ROC), PRC claims “Only One China” and ROC claims to be recognized by 

the United Nations. Thus far Taiwan is officially recognized by 22 countries, one of them is El 

Salvador which is in Central America. Costa Rica, from the same sub-region, was an important 

ally of Taiwan until 2007 that shifted diplomatic relations with China. While Taiwan's 

development cooperation is for gaining more international space, it is diverse and long term; 

China’s cooperation is for isolating Taiwan, it has a little variety, short term and has much 

funding than Taiwan’s. On the other hand, since China is acquiring more relevance globally, 

many countries prefer to set up official ties with China instead of Taiwan; and this was one of 

the reasons why Costa Rica preferred to shift diplomatic ties.  

       

Key words: China, Taiwan, Costa Rica, El Salvador, development cooperation. 
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GLOSSARY OF TERMS AND ACRONYMS  

 

ALBA: Bolivarian Alliance for the Peoples of Our America 

ALBA Petroleos de El Salvador S.E.M de C.V.: Alba Petroleos of El Salvador Corporation by 

Shares Mixed Economy and Variable Capital 

ANN: National Assembly of the Republic of Nicaragua 

APP: Public Private Partnerships  

APEC: Asia-Pacific Economic Cooperation 

CABEI: Central American Bank for Economic Integration 

CAFTA-DR: Dominican Republic-Central America-United States Free Trade Agreement  

CATO: Central America Trade Office  

CCP: Chinese Communist Party  

CECC: Central American Educative and Cultural Coordination 

CEDUCAR: Educative Community of Central America and Dominican Replublic 

CIA: Central Intelligence Agency 

CONAMYPE: National Commission for Micro and Small Business 

CSJ: Supreme Court of Justice 

DAC: Development Assistance Committee of the OECD  

DAPP: Direction of Public Private Partnership  

ENEPASA: Energy Inter-municipal Association for El Salvador 

ECFA: Economic Cooperation Framework Agreement  

ECLAC: Economic Commission for Latin America and the Caribbean 

China EXIM Bank: Export-Import Bank of China 

EU: European Union 
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FDI: Foreign Direct Investment 

FTA: Free Trade Agreement 

GDP: Gross Domestic Product  

GNI: Gross National Income  

GOES: Government of El Salvador 

HDI: Human Development Index  

IC: International Cooperation 

ICD: International Cooperation for Development  

ICDF: International Cooperation and Development Fund 

IDB: Inter-American Development Bank 

IMF: International Monetary Fund  

KMT: Kuomintang  

MCC: Millennium Challenge Corporation United States of America 

MDGs: Millennium Development Goals 

MIDEPLAN: Ministry of National Planning and Economical Politics  

MOFA: Ministry of Foreign Affairs of Republic of China (Taiwan) 

MOFCOM: Ministry of Commerce of People’s Republic of China 

M&E: Monitoring and Evaluation  

MT: Metric tone 

NRA: National Revolutionary Army 

NGO: Non-governmental Organization 

NSC: North-South Cooperation 

OAS: Organization of American States 

ODA: Official Development Assistance 
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OOF: Other Official Flows  

OECD: Organization for Economic Cooperation and Development 

OOF: Other Official Flows  

PRC: People’s Republic of China or China 

PROCOMER: Foreign Trade Promoter in Costa Rica  

Proesa: Agency for Promotion of Exports and Investments of El Salvador  

RECOPE: Costa Rican Oil Refinery 

ROC: Republic of China or Taiwan 

RREE: Ministry of Foreign Affairs of El Salvador 

SICA: Central American Integration System 

SIECA: Secretariat for Central American Economic Integration  

SICE: Foreign Trade Information System  

SSC: South-South Cooperation 

TA: Technical Assistance 

TC: Technical Cooperation 

UNDP: United Nations Development Programme 

UNOCHA: United Nations Office for the Coordination of Humanitarian Affairs  

UN: United Nations 

USTR: Office of the United States Trade Representative 

WHO: World Health Organization  

WTO: World Trade Organization 
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Chapter 1: INTRODUCTION 

 

For a better understanding and analysis of this topic, it is important to know first the 

context through an overview of the history of the relations between China and Taiwan, and their 

relations with Latin America. Therefore, this chapter introduces the research question and 

hypothesis, objective, methodology and literature review. 

 

1.1 Brief History about the Republic of China (1985-2013) 

 On January 1
st
 1912, the foundation of the Republic of China (ROC) put an end to 

approximately 2,050 years of imperial rule in China, and more than 250 years of the Manchu 

Qing Dynasty. Meanwhile, Taiwan had been ceded to Japanese control in 1895 after military 

defeat. The foundation of the ROC was led by Sun Yat-Sen, an activist who became famous 

among Chinese diaspora and students abroad. His political philosophy was based on the Three 

Principles of the People: “Nationalism, Democracy, and People’s livelihood” (Fairbank, 1996).     

 The starting point of the movement for the foundation of the ROC began with the 

revolution of Wuchang, in Hubei Province, on 10
th

 October 1911. This revolutionary 

insurrection was known as the Wuchang Uprising. After this uprising, it emerged the Republic of 

China on January 1
st
 1912, and later in the same year Sun Yat-Sen was elected as the first 

Provisional President. In August 1912, one of Sun Yat-Sen’s associates named Song Jiaoren, 

founded the Kuomintang (Nationalist Party), which was composed by an amalgamation of small 

political groups, including Sun Yat-Sen’s revolutionary group, Tongmenghui (Fairbank, 1996). 

 In 1913, Yuan Shikai, a high military official from the Qing Dynasty, pushed Sun Yat-Sen 

to resign and withdraw from the political spotlight. Sun Yat-Sen returned to politics in the south 

of China by 1921. On May 4th 1919, 3,000 students from Beijing University congregated in 
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Tiananmen Square to protest against the Treaty of Versailles, signed at the end of World War I.  

They argued that this treaty did nothing to stop Japanese hostility in China or the system of 

inequality or unequal treaties. This movement was called “May 4th Movement”. In 1921, the 

Chinese Communist Party (CCP) was founded by Chen Duxiu, one of the student leaders from 

the “May 4th Movement” (Fairbank, 1996). 

In the early 1920s, in order to achieve the end of Japanese aggression, the two 

ideologically different parties, CCP and the Kuomintang (KMT) united forces and became the 

First United Front which integrated the National Revolutionary Army (NRA). In 1926, the NRA 

launched the Northern Expedition to defeat the remaining Japanese warlords. The movement was 

a success. Chiang Kai-Shek, a staunch anti-Communist military commander, succeeded Sun Yat-

Sen in 1925 as head of the KMT (Fairbank, 1996). 

By April 1927, Chiang Kai Shek's forces attacked the city of Shanghai where there were 

communist workers clandestinely organized by the CCP. Thousands of communists were 

massacred, eliminating the majority of the original communist party founders. Thereby Chiang 

Kai-Shek declared himself head of the new national government in 1928. His government was a 

military dictatorship with only a small popular power base. In 1934, Chiang Kai-Shek organized 

his last persecution against the Red Army. He bordered their base in Jiangxi province with 

500,000 troops, concrete and barbed wire. In front of such vastly superior numbers of soldiers 

and armament, Mao Zedong organized the retreat known later as the “Long March”: the yearlong 

9,500 km trek across some of China's mountains caused the death of around 60,000 people, 

mainly due to starvation, cold weather and warfare (Fairbank, 1996). 

Mao Zedong became the head of the party by 1935, when the Communists reached their 

new base at Yan’an, in northern Shanxi province. While Chiang Kai-Shek's troops were chasing 

after the Red Army, Japanese forces invaded Manchuria and once they expelled the Chinese 
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troops (1932), they set up a puppet state named 'Manchukuo' and installed Puyi, the last emperor 

of the Qing Dynasty, as a figurehead (Lozano, 2004). The Japanese invasion in China was 

extremely sanguinary. The most brutal incident was the Nanjing Massacre in 1937, in which, 

according to some versions, more than 20,000 women were raped and around 300,000 civilians 

were killed. However, despite these atrocities, Japanese people made huge inroads into China, as 

they had done before in Taiwan; like the development of industry and agriculture in Manchukuo, 

the establishment of an educational system, and the construction of a wide system of railroads 

and roads (Viklund, 2005).  

With the end of World War II in 1945, Japanese surrendered in China and relinquished 

the control of Taiwan to the Chinese Nationalists. On February 28
th

, 1947, there was an anti-

government uprising in Taiwan known as “228 Incident,” which was violently suppressed by the 

KMT-led ROC government and which resulted in the massacre of approximately 18,000 to 

28,000, or more civilians (Tsuilien, 2011). The incident marked the beginning of the 

Kuomintang's White Terror period in Taiwan, in which thousands or more inhabitants vanished, 

died, or were imprisoned. This incident marked the start of the post-war movement for Taiwan 

independence (Tsuilien, 2011). 

Despite the fact that the CCP was technologically less equipped than their opponents, 

they achieved success in the battles against the corrupt KMT. In 1948, Red Army forces began 

their final assault against the KMT. In 1949, just before the liberation of Shanghai by the 

Communists, Chiang Kai-Shek, along with many of the KMT top leaders, withdrew to Taiwan. 

Meanwhile, on October 1
st
, 1949, in the platform of Tiananmen Gate, Beijing, Mao Zedong 

announced the foundation of the People's Republic of China (PRC) (Fairbank, 1996). 

After this announcement, there were other relevant events which circumscribed the 

evolution of both PRC and ROC in the political and economic arena, marked by their diplomatic 
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competition and progressively approach to Latin America. In the following table there is a 

chronology of the most important diplomatic events occurred since 1949 to 2013.   

 

Table 1.1: Important Diplomatic events occurred in PRC and ROC from 1949 to 2013  

People’s Republic of China (PRC) 

 

Republic of China (Taiwan)  

 Date 

Paramount 

Leader  Event 

 

  President  Event 

1949 

 

 

 

 

 

Mao Zedong   

(毛澤東) 

 

Founding of People's 

Republic of China 

 

Li Tsung-jen  

(李宗仁) White Terror 

1953 

Founding of the 

Mexican Society of 

Friendship with China. 

 

Chiang Kai-

shek (蔣中正) 

 

 

  

1954  

 

First Taiwan Strait Crisis/ 

U.S. Taiwan Mutual Defense 

Pact. 

1958   

 

Second Taiwan Strait crisis. 

1960 

Setting up of 

diplomatic relations 

with Cuba and the 

Sino-Latin America 

and Caribbean 

Friendship Association 

(CHILAC).   

1971 China joint the UN  

Taiwan walked out from the 

UN. 

1972 

Diplomatic relations 

with Japan were 

reestablished.  

Rupture of Diplomatic 

relations with Japan 

1979 

Deng Xiaoping 

(鄧小平) 

U.S. switched 

diplomatic recognition 

to Beijing.  

Chiang Ching-

kuo 

(蔣經國) 

U.S. ended military alliance. 

1981 Already had diplomatic 

relations with 15 Latin 
 Already had diplomatic 

relations with 11 Latin 
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American Countries 

including Cuba.  

American and Caribbean 

Countries 

1985 

Establishment of 

Relations with 

Nicaragua until the 

rupture in 1990  

Rupture of diplomatic 

relations with Nicaragua 

until the reestablishment in 

1990. 

1989  

Lee Teng-hui 

(李登輝) 

Establishment of the 

International Economic 

Cooperation Development 

Fund (IECDF) with a total 

of  NTD30 billion / Setting 

up of diplomatic relations 

with Belize 

1992 

Jiang Zemin 

(江澤民) 

  

1992 Consensus/ Joint to 

Central American Bank for 

Economic Integration.  

1996   

Third Taiwan Strait Crisis/ 

Establishment of the 

International Cooperation 

and Development Fund 

(Taiwan ICDF). Fusion with 

IECDF  

1997 

Setting up diplomatic 

relations with Saint 

Lucia   

1999   

Joint as an Observer of the 

Central American 

Parliament. 

2000   

Chen Shui-bian 

(陳水扁) 

Joint as an  Observer of the 

Central American 

Integration System 

2001 

Accession to World 

Trade Organization   

2002 
 

  

Accession to World Trade 

Organization.  

2005 Hu Jintao   
Pan-Blue visits to mainland 
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(胡錦濤) China 

2007 

Establishment of 

official relations with 

Costa Rica  

Rupture of the relations with 

Costa Rica/ Retake 

diplomatic relations with 

Saint Lucia 

2008  

 
Ma Ying-jeou 

(馬英九) 

Diplomatic truce with PRC 

with the objective to protect 

the diplomatic relations that 

both countries have with 

others./ Cross-strait charter 

flights expanded to 

weekends./ Lien Chen & Hu 

Jintao at APEC
1
 Peru. 

2009   

Agreement to allow cross-

strait flights to become 

regularly scheduled instead 

of chartered. 

2010 

Sign of the Economic 

Cooperation 

Framework Agreement 

(ECFA).  Sign of ECFA with China  

2013 

Xi Jinping 

(習近平)   

Rupture of diplomatic 

relations with The Gambia 

Source: Author’s compilation from Mario Rodríguez (2008): “La batalla diplomática de Beijing y Taipei 

en América Latina y el Caribe”; Maria Calello (2013): “Taiwan, China and Central American Allies: A 

Discourse Analysis of the Costa Rican Diplomatic Shift News Coverage”; Walter Chen (2009) “History 

of Taiwan”; John K. Fairbank (1996) , “China: A New History”. 

 

After the government of the ROC was relocated in Taiwan in December 1949 (Tsang, 

1993), Taipei used anticommunism as a vehicle to boost its international relations, which 

allowed it to establish ties with more than 50 countries – including Costa Rica (1940s) and El 

Salvador - in the 1950s, and to obtain a seat as a permanent member in the Security Council of 

the UN (Perez, 2004).  

                                                           
1
 Asia-Pacific Economic Cooperation. 
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 In the 1960s, the island established diplomatic relations with over 20 countries (Perez, 

2004) and its remarkable economic growth allowed the ROC to send agricultural, fisheries and 

technical missions to developing nations, including its Latin American allies. Meanwhile, Cuba 

was the first Latin American country to establish diplomatic relations with the People’s Republic 

of China in 1960, just after the Cuban Revolution had ended and Fidel Castro announced the 

establishment of a socialist regime. In the 1970s, the fact that Taiwan walked out from the UN 

(1971) triggered the rupture of diplomatic ties with Chile, Peru, Mexico, Ecuador, Argentina and 

Jamaica in 1971 and 1972, and with Venezuela and Brazil in 1974 (Perez, 2004). Most of these 

countries are currently large markets in Latin America. 

 On the other hand, having joined the UN contributed to accelerate the development of 

PRC-Latin America relations. Chile was the first country from South America to establish 

official ties with the PRC in 1970. Later, ten Latin American and Caribbean countries set up 

diplomatic relations with China
2
. In the 1980s, the ROC launched a diplomatic offensive, aimed 

to halting the progressive influence of Beijing among the small newly independent countries. 

Thus, the ROC managed to establish relations with six countries from the Caribbean sub-region
3
.  

However, other Latin American countries (most of them being important markets in the sub-

region) cut ties with Taiwan and establish official diplomatic relations with mainland China
4
.  

 In 1992, after the end of the Cold War, it was a new era for both relations: Taiwan-Latin 

America and China-Latin America. In the case of Taiwan, it had accumulated capital, technology 

and manufacturing power, and sought greater international recognition in exchange for economic 

                                                           
2
 Peru (1971), Mexico, Argentina, Guyana and Jamaica (1972), Trinidad and Tobago, Venezuela and Brazil (1974), 

Suriname (1976 ), Barbados (1977) (Perez, 2004) 
3
 St. Vincent and the Grenadines (1981), Dominica (1983), St. Kitts and Nevis (1983), St. Lucia (1984), Bahamas 

(1989) and Granada (1989) (Perez, 2004). 
4
 Colombia (1980); Bolivia (1985); Nicaragua (1985), this country reestablished diplomatic ties with Taiwan in 1990, 

and Uruguay (1988) (Perez, 2004). 
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aid. Taiwan expanded its cooperation programs with its allies and agreed a strategic alliance with 

them during the First Meeting of Heads of State and Government of the Central American 

Isthmus, held in 1997 in El Salvador (Perez, 2004). In the table 1.2 is the list of Latin American 

countries that currently recognize China and Taiwan. 

 

Table 1.2: PRC and ROC: Diplomatic Relations in Latin America and the Caribbean 

Latin America and 

Caribbean  

Countries Recognizing PRC Countries Recognizing ROC 

North America Mexico  

Central America Costa Rica Belize, El Salvador, Guatemala, 

Honduras, Nicaragua, Panama 

Caribbean Antigua and Barbuda, Bahamas, 

Barbados, Cuba, Dominica, 

Grenada, Jamaica, Trinidad and 

Tobago 

Dominican Republic, Haiti, St. 

Kitts and Nevis, St. Lucia, St. 

Vincent and the Grenadines 

South America Argentina, Bolivia, Brazil, Chile, 

Colombia, Ecuador, Guyana, Peru, 

Uruguay, Suriname, Venezuela 

Paraguay 

Source: Congressional Research Service (2008), “China’s Foreign Policy and ‘Soft Power’ in South 

America, Asia, and Africa”. 

 

 In 2007 and 2013, Costa Rica and the Gambia respectively, severed their ties with Taiwan. 

In case of Costa Rica, it established diplomatic relations with China; however, it is still unclear 

whether the Gambia will officially establish diplomatic relations with the PRC, and what would 

that mean for the “diplomatic truce” between China and Taiwan, agreed in 2008.  

 

1.2 Statement of the Research Question 

 Since the founding of the PRC in 1949, until Beijing's acceptance of the tacit "diplomatic 

truce" launched by Ma Ying-jeou during his inaugural speech on May 20
th

 2008, China and 

Taiwan have been involved in a fierce competition for international diplomatic recognition. Due 

to the ROC and PRC decision, regarding a One China Principle, it has not been feasible to 
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maintain a policy of dual recognition; hence any state could not simultaneously have official 

relations with both. Starting from the 1980s, Latin America and the Caribbean have the world's 

largest concentration of states recognizing the ROC, accounting 12 out of the 22 countries that 

have diplomatic relations with Taiwan nowadays. Furthermore, these countries have supported 

most of the requests for the admission of Taiwan in the United Nations (UN) and the World 

Health Organization (WHO), and have allowed Taipei to use the Central American Isthmus as a 

bridge to the United States (Rodriguez, 2013). 

 This is an important topic given the current approach of China to Latin America, 

specifically to Central America through Costa Rica (Taiwanese ex-ally), and given the recurrent 

rivalry despite the "diplomatic truce" between China and Taiwan since 2008, as well as the last 

rupture of diplomatic relations with the Gambia. Moreover, there is no data about comparative 

analysis of the relations between both groups of countries; thus, this study will have a 

contribution not only for the academic world, but also for the East Asia and Central America 

relations arena.    

 For El Salvador, ties with Taiwan, especially in terms of cooperation, are relevant for the 

development cooperation received from the Asian country during decades. For Taiwan, this 

country is an important ally, since it has been a loyal supporter of Taiwan’s intentions to join the 

UN and the WHO. For Costa Rica, ties with China, especially in terms of trade, represent an 

important shift of diplomatic relations, mainly due to the PRC’s newly position as the world's 

second largest economy, and Costa Rica’s participation in the Asia-Pacific Economic 

Cooperation (APEC) as an observer. For China, the partnership with a Central American country 

and ex-ally of Taiwan is relevant, since both the PRC and the ROC have always had a diplomatic 

competition, in which China has been trying to squeeze Taiwan’s international space. 

Additionally, since the Central American countries have closer ties with United States; Costa 
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Rica can perform link for China to improve and eventually transform the nature of its relations 

with the hegemonic country. Within this context, the research question to be answered is the 

following: What are the differences between the cooperation the ROC carries out with El 

Salvador, and the cooperation the PRC implements in Costa Rica? The hypothesis to be 

proved is that: Taiwan’s cooperation tends to be North-South, while China’s cooperation 

tends to be South-South. 

 

1.2.1 Objective 

The goal of this research consists in determining what kind of cooperation does Taiwan (ROC) 

carry with El Salvador, and what type of cooperation does China (PRC) implement in Costa Rica, 

in order to make a comparison between both cooperation relations. 

 

1.2.2 Justification  

The motivation of the research is to evaluate how China (PRC) is increasingly approaching the 

Central America region, originally an ally region of Taiwan (ROC), within the context of 

diplomatic competition between China and Taiwan; and to study the benefits that the region, 

especially El Salvador and Costa Rica, are obtaining with their respective partnerships. 

 

1.2.3 Variables  

The most important variables to be considered in this research are: the economic boom that 

China and Taiwan have had in recent years, the relationship between them before and after the 

"diplomatic truce" (2008) and the increase of their relations since 2010 by the signature of ECFA. 

They are all determinants in their relations with Costa Rica and El Salvador respectively. 

 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

14 
 

Independent Variable: Cross Strait relations (China and Taiwan) and their economic 

performance in the global arena. 

Dependent Variable: Their relations with Costa Rica and El Salvador respectively 

 

1.3 Literature Review 

 In general, some approaches to this topic have been found in several documents; however, 

there is no information available about a comparison between El Salvador-ROC and Costa Rica-

PRC relations, which makes it an innovative contribution, not only for the academic world, but 

also for the East Asia and Central America relations arena.     

 According to Ambar Arias, Karin Palma & William Aquino (2008) in their thesis “Análisis 

de la Cooperación e Inversión de la República de China (Taiwán) y su Impacto en la República 

de El Salvador, 1997-2007”, Taiwan's interest in its Central and Caribbean allies responds to 

their proximity to the United States, the world's largest market, and it can serve as a platform to 

enter the US market. Also, the ROC has as a primary interest to secure diplomatic and political 

support from the Salvadoran government, regarding the international community, additionally to 

ensure the supply of raw materials and natural resources. The content of their thesis is similar to 

one part of the subject to be analyzed in this paper: the relations between Taiwan and El 

Salvador. 

Joel Atkinson argues in “Aid in Taiwan’s foreign policy: putting Ma Ying-jeou’s aid 

reforms in historical Perspective” (2014), that the ROC’s foreign aid can be viewed as a result of 

three challenging and persistent pressures: preserving the number of diplomatic ties, enhancing 

its global reputation, and encompassing aid expenditure. The tacit “diplomatic truce” promoted 

by Ma Ying-jeou with China has diminished meaningfully the pressure between these three 

constrains on Taipei’s foreign aid policy. 
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 On the other hand, for the Círculo de Copán; Centro Internacional para el Desarrollo 

Humano (CIDH); Instituto Centroamericano de Políticas para el Desarrollo (2009) in their report 

“Relaciones Centroamérica y El Caribe con Potencias Extranjeras: Costa Rica – China”, they 

concluded that the interest of the PRC in Central America, is a political interest for taking space 

from Taiwan in the diplomatic battle, with the promises of trade and development aid to decrease 

the presence of Taiwan in that region. 

 The “Policy Paper on Latin America and the Caribbean” (2008), stated that “As the largest 

developing country in the world, China is committed to the path of peaceful development and the 

win-win strategy of opening-up. It is ready to carry out friendly cooperation with all countries on 

the basis of the Five Principles of Peaceful Coexistence and build a harmonious world of durable 

peace and common prosperity”. However, based on the “One China” principle, which is the 

political foundation on which China develops relations with Latin American and Caribbean 

countries and regional organizations, Chinese government has the willingness to establish 

relations with the countries in the region which abstain to have relations with Taiwan, in 

consonance with the One China Principle. 

 Yopo, Mladen (2011) in “América Latina en la Mira Estratégica de la República Popular 

China”; argues that PRC aims to reduce Washington's influence globally, especially in Latin 

America, through their relationship with the countries in the region. In Latin America, this desire 

is significantly remarkable in countries like Cuba, Venezuela, and in a lesser extent in Bolivia, 

Brazil, Ecuador and Nicaragua. However, this situation has not diminished the role of the US as 

the main reference of Latin America and has not ended totally a "restrictive" presence of China. 

 Nevertheless, there is a US concern for the strengthening of China, in accordance with the            

U.S. Congressional Research Service (2008), “China’s Foreign Policy and ‘‘Soft Power’’ In 

South America, Asia, and Africa”; In this report, the authors point out that it seems that China 
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wants to convey soft power by demonstrating its own system as an alternative model for 

economic growth, one based on authoritarian governance and elite rule without the restrictions 

and demands that political liberalization has. Additionally, it seems that a part of China’s soft 

power is intended to reduce Taiwan’s international space. 

 Furthermore, Mendelson, J. & Moreira, S. (2009) in their paper “Taiwan-China Balancing 

Act in Latin America” explains that Taiwanese authorities were concerned about a possible 

domino effect prompted by Costa Rica’s decision to establish diplomatic ties with the PRC. 

Taipei is aware that the more China’s role in the global economy grows, the more pressure there 

is on its allies to split ties with the ROC.   

 On the other hand, as stated by the Department of Economic and Social Affairs (2010) in 

their international development cooperation report “Development Cooperation for the MDGs: 

Maximizing Results”, a key advantage of South-South Cooperation, as seen from a recipient 

countries’ perspective, is that it carries little, if any, economic or governance requirements or 

policy conditionalities, and is not aligned to policy arrangements with multilateral organizations. 

Hence, bilateral Southern contributors highlight that development aid should not interfere in their 

internal affairs. Southern multilateral organizations also do not usually impose any 

macroeconomic conditionalities - making faster the mobilization of aid - , and disbursements are 

only interrupted if a beneficiary falls into debts.  

 Also, the same document argues that the largest Southern aid providers are China, Saudi 

Arabia and Venezuela (each one provides over US$2 billion a year), followed by Arab Agencies 

(over US$1 billion) and India (over US$ 750 million). In 2008, top 3 providers (Saudi Arabia, 

China and Venezuela) together accounted for 75% of total Southern development cooperation, 

compared with 60% in 2006 (UN, 2010). 
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 Regarding the North-South Cooperation, Chien, Yang & Wu argue in their study about 

“Taiwan’s Foreign Aid and Technical Assistance in the Marshall Islands” that scholars coincide 

that northern countries focus their foreign assistance in three major sectors: their former colonies; 

strategic geo-politically/geo-economically weak sectors; or areas where they are able to advocate 

human rights, democracy, and proper governance corresponding to their own political systems 

and principles. 

 Finally, in accordance with the information collected, the interest of China in Central 

America is basically to squeeze Taiwan’s international space (Círculo de Copán, Centro 

Internacional para el Desarrollo Humano, Instituto Centroamericano de Políticas para el 

Desarrollo, 2009; Committee on Foreign Relations United States Senate, 2008); and Taiwan’s 

interest is to secure diplomatic and political support, and because of their proximity to the USA 

(Arias, A., Palma, K. & Aquino, W., 2008). Additionally, Taiwan is concerned about the rising 

of China’s role in the global economy, due to the pressure it can put on Taiwan’s allies to cut 

their ties (Mendelson, J. & Moreira, S., 2009).  

  

1.4 Methodology 

 The research method used is comparative study based on document analysis of data 

obtained from books, e-papers and e-journals.  Part of these sources is found in journalistic notes, 

which provides complementary information and data.  

 

 Having addressed briefly the historical and current context of the relations between China 

and Taiwan with Latin America; it is necessary to study the concepts to be used for the 
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comparative analysis proposed, which is the International Cooperation, specifically the terms of 

North-South Cooperation and South-South Cooperation. 
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Chapter 2: INTERNATIONAL COOPERATION IN EL SALVADOR. CASES OF 

INTERNATIONAL COOPERATION RECEIVED FROM THE UNITED STATES AND 

VENEZUELA 

 

2.1 Introduction 

 This chapter deals with the theoretical framework to be used for the analysis of this topic. 

Here, the author provides the concept and origin of International Cooperation (IC), North-South 

Cooperation (NSC) and South-South Cooperation (SSC). For a better understanding of the 

concept and application of the latter two terms, they will be applied in the international 

cooperation received by El Salvador from the United States, which is an example of NSC; and 

the one received from Venezuela, which is a type of SSC.  

 

2.2 Concept of International Cooperation (IC) 

 According to the Organization for Economic Cooperation and Development (OECD), IC is 

a joint action to support economic and social development through the transfer of technologies, 

knowledge, experiences or resources from countries with equal or greater level of development, 

multilateral agencies, NGOs and civil society. It is also known as development cooperation and 

it is a global concept which includes different forms of aid flowing to less developed countries. 

IC embraces issues like governance, foreign aid, gender equality, healthcare, poverty reduction, 

education, economics, infrastructure, environment, human rights and disaster prevention, among 

others. Additionally it pursues to carry out long-run solutions for problems, by assisting 

developing countries to solve their difficulties (Lee, 2013).      

 To talk about the evolution of IC or International Cooperation for Development (ICD) is 

practically the same to talk about the evolution of North-South cooperation. In the past 6 decades, 
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the ICD has become an indicator of the zeal of developed countries to attend the needs of 

developing nations with respect to the reduction of poverty, technical assistance, economic 

reform, institutional strengthening and democratic governance (Antonini & Hirst, 2009). The 

next two sections are focused on the concepts of NSC and SSC with their respectively case of 

study.  

 

2.2.1 North-South Cooperation (NSC)  

 In the policy document “Approaches to North-South, South-South and North-South-South 

Collaboration” (Rosseel et al., 2009), the authors point out that NSC involves a description of the 

geographical division where the North represents the richer countries of the United States, 

Canada, European countries, Japan, Australia and New Zealand (even though the latter two 

countries are geographically in the south, they are considered as “northern countries” because 

they are considered as developed countries), and the South represents the poorer majority of 

countries in Africa, Asia and Latin America. North-South Cooperation is thus the development 

cooperation between the North (the developed countries) and the South (the developing 

countries).  

 The origin of this kind of cooperation was recognized after the Second World War when 

the Marshall Plan was launched to assist European countries in their reconstruction. The success 

of the implementation of this program boosted the idea of development cooperation. In the 

period of the 1940s and 1960s development cooperation was almost exclusively between two 

countries: one in the North and one in the South. In the next stage of approximately 20 years 

(1960s-1980s) the multilateral development cooperation notably increased (Rosseel et al, 2009). 

Four major multilateral institutions were responsible for providing development assistance 

during this period: the Fund for Special Operations of the Inter-American Development Bank 
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(IDB); the Cooperation Fund of the European Economic Community (EEC), International 

Development Association (IDA); and the United Nations Development Programme (UNDP).  

 Similarly, in Mónica Hirst and Blanca Antonini’s (2009) paper: “Past and Present of 

North-South Cooperation for Development”, when studying the antecedents of NSC, they point 

out that the entry of new nations into the United Nations (1950s-1960s), as a result of the 

decolonization process in that time, set a precedent in terms of the debates of the overall 

organization, like the beginning of a multilateral agenda and its redefinition due to the 

development issue. Therefore, it emerge the issue of North-South cooperation agenda which set a 

neo-colonialist pattern of interaction starting at that time, which, in fact, contributed to forestall 

the formation of self-sufficient nations.    

 On the other hand, Rosseel, De Corte, Blommaert and Verniers (2009) did a SWOT 

analysis of the NSC in which they argue that there’s an unequal power balance in favor to the 

north opinions and sometimes both goals (from the north and the south) do not coincide between 

each other. It also can create dependence on the financial support of the north, a lack of 

continuous monitoring in long-term, among others weaknesses and threats; however, in the NSC, 

either northern or southern countries may have the opportunity to make new equal partnerships.  

 In fact, one of the points highlighted by the literature on the donation culture of the north is 

its commitment to the political and institutional contexts and the interests of their respective 

governments. This may be a type of soft power. North-South cooperation can respond to three 

kinds of motivations: a) economic ones, related to investment and trade; b) political ones, linked 

to positions on foreign policy or positions adopted in multilateral domains; c) strategic ones, 

which function as an element used to trade up for military support and/or are explained by the 

location of recipient countries in different areas of influence (Rosseel et al., 2009). 
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2.2.1.1 Characteristics of the North-South Cooperation  

 Chien, Yang & Wu argue in their study about “Taiwan’s Foreign Aid and Technical 

Assistance in the Marshall Islands” that scholars coincide that northern countries focus their 

foreign assistance in three major sectors: their former colonies; strategic geo-politically / geo-

economically weak sectors; or areas where they are able to advocate human rights, democracy, 

and proper governance corresponding to their own political systems and principles. 

 International assistance is the most effective tool to fight against poverty. However, 

nowadays that tool is inefficiently targeted, misallocated, needs to be corrected. North countries 

collectively are spending 0.25% of their gross national income (GNI) on aid, lesser than in 1990 

but since 1997 trnded to increase (UNDP, 2005).  

 The country members of the G-8
5
 have the lowest shares of aid in GNI among the 23 

countries on the Organization for Economic Cooperation and Development’s Development 

Assistance Committee (OECD-DAC). According to the 2005 UNDP Human Development 

Report, the more the prosperity has growth in the developed countries, the more the international 

aid has decreased since 1990, when wealth increased in rich countries, and aid did not grow: per 

capita income has growth by US$6,070, while per capita aid has reduced by US$1. Moreover, 

for every US$1 that rich countries spend on development assistance, they allotted another US$10 

to military budgets (table 2.1). Just considering the upsurge in military spending since 2000, 

according to the UNDP, if they focused that money only in providing aid, this would be enough 

to achieve the long-term UN aim of spending 0.7% of GNI on aid. Similarly, the existing 

expenditure on HIV/AIDS, an illness that has caused the death of over 3 million people a year, 

represents the 3 days value of the total military expenditures (UNDP, 2005). 

 

                                                           
5
 Canada, France, Germany, Italy, Japan, Russia, United Kingdom and United States. 
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Table 2.1: Development aid and Military expenses in northern countries.                   

Distribution of government expenditure, 2003 (%) (OECD-DAC member countries) 

 

Country ODA
6
 Military outlay 

Australia 1.4 10.7 

Austria  1.1 4.3 

Belgium 2.7 5.7 

Canada 1.2 6.3 

Denmark 3.1 5.7 

Finland 1.6 5.4 

France 1.7 10.7 

Germany 1.4 7.3 

Greece 1.4 26.5 

Ireland 2.1 4.6 

Italy 0.9 9.8 

Japan 1.2 5.7 

Luxembourg 3.9 4.8 

Netherlands 3.2 6.5 

New Zealand 1.2 6.3 

Norway 4.1 8.9 

Portugal 1.0 10.0 

Spain 1.3 6.7 

Sweden 2.8 6.4 

Switzerland 3.5 8.5 

United Kingdom 1.6 13.3 

United States 1.0 25.0 

Source: UNDP, “Human Development Report 2005, International Cooperation at a Crossroads, Aid, 

Trade and Security in an Unequal World”, UNDP, New York, USA, 2005 

 

In NSC persists one of the worst practices and abuses of poverty-focused development 

assistance: the tied aid
7
. This means that the development assistance to be provided is under the 

condition of the procurement of supplies and services by the donor country, instead of permitting 

aid recipients to recur to the open market. Currently, many donors have been lessening tied aid, 

                                                           
6
 Official Development Assistance: it includes both bilateral and multilateral aid through grants, low-interest loans, 

or in-kind assistance (OECD definition). 
7
 “Tied aid credits are officially supported Loans, credits or Associated Financing packages where procurement of 

the goods or services involved is limited to the donor country or to a group of countries which does not include 
substantially all developing countries (or Central and Eastern European Countries/New Independent States in 
transition)”. Source: OECD Glossary of statistical terms, http://stats.oecd.org/glossary/detail.asp?ID=3089 
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but the practice continues extensively. According to the UNDP, the estimation of costs of tied 

aid for low-income countries is between US$5–$7 billion.  

        Moreover, there is a remaining unevenness in the duties. It is mandatory for recipient 

countries to set targets for attaining the MDGs
8
, according to the budget targets monitored 

quarterly by the International Monetary Fund (IMF), to fulfill all the requirements set by donors 

and to deal with donor practices that increase transaction costs and lessen the value of aid. 

Benefactors offer wide-ranging, non-tying pledges on aid quantity (most of which are 

subsequently ignored) and even unclear commitments to improve the aid quality. According to 

the report, unlike the southern countries or aid recipients, northern countries or benefactors can 

break pledges with impunity (UNDP, 2005).  

 

Trade and human development  

 Trade has the capacity to be an excellent means for human development. Under the 

accurate conditions international trade could stimulus to achieve the MDGs. The difficulty is that 

the human development possibility intrinsic in trade is weakened by a mixture of unfair rules and 

structural disparities between and within nations. Yet structural disparities remain, and in some 

cases they have worsened. Fairer trade regulations would facilitate market access. The world’s 

highest trade barriers are raised against poor countries: the trade barriers met by southern 

countries exporting to northern ones are 3 to 4 times higher than those met by developed 

countries when they trade with each other, especially in agriculture, because of northern 

countries’ subsidies (UNDP, 2005).  

                                                           
8
 Millennium Objectives Goals: Eliminate extreme poverty and hunger; achieve universal primary education; 

promote gender equality and empower women; reduce child mortality; enhance maternal health, combat 
HIV/AIDS, malaria and other diseases; ensure environmental sustainability and strengthen global partnerships for 
development, http://www.un.org/millenniumgoals/bkgd.shtml 
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Nonetheless, in the last round of world trade negotiations, developed countries promised to 

reduce agricultural subsidies, since then, they have increased them. Currently, they spend more 

than US$1 billion a year on aid for agriculture in southern countries, and less than US$1 billion a 

day subsidizing agricultural overproduction at home (UNDP, 2005). However, NSC is the most 

traditional way of transferring development aid to developing countries. The goals and 

conditionalities of the Northern countries, sometimes contrast greatly from the goals and 

circumstances of Southern countries. These clashes cannot always be solved and it can endanger 

the success of the project or program to be implemented in the developing country, thus the 

concerns of the North prevail sometimes over the concerns of the South (Rosseel et al., 2009).   

Furthermore, according to studies made by the OECD there is an effort of developed 

countries to increase their aid in terms of ODA to developing countries. In 2013 the development 

cooperation increased by 6.1% in real terms, thus attaining the greatest level ever reported, 

notwithstanding of constant pressure on funds in OECD members since the global economic 

crisis. Donors disbursed a sum of US$ 134.8 billion in net ODA, marking a recover after two 

years of dropping volumes, due to several governments increased their outlay on foreign 

assistance. 

Additionally, OECD reports that the US continued to be the biggest donor by volume with 

net ODA of US$ 31.5 billion, a growth of 1.3% in real terms from 2012.  US ODA as a portion 

of GNI was 0.19% (1 percentage lower than 2011, according to the Figure 5.1 in chapter 5).  

Most of the rise was due to humanitarian assistance and support for combating HIV/AIDS.  By 

contrast, US net bilateral aid to developing countries dropped by 11.7% in real terms to US$ 8.4 

billion, mainly due to reduced payouts to Afghanistan. Furthermore, OECD has estimated a 

slight growth of the aid by 2.4% in real terms in 2014, due to continuous growths by a few DAC 

donors and multilateral agencies, and is projected to remain constant beyond 2014. 
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An example of NSC is the United States-El Salvador relations, where it is clear the US is 

the Northern country, and El Salvador is the Southern one. The issue to be addressed is 

specifically the Millennium Challenge Corporation (MCC) and its condionalities for El Salvador 

to obtain a 2
nd

 compact. 

 

2.2.1.2 United States and El Salvador relations: Millennium Challenge Corporation (MCC) 

Since November 2006, the Millennium Challenge Corporation (MCC)
9
 or FOMILENIO – 

“Fondo del Milenio”, as it is called in El Salvador – has been stimulating economic growth in El 

Salvador's Northern Zone - the primary conflict zone during the civil war - through restoration of 

roads, credit, technical assistance and investments in human capital, which includes improved 

water and sanitation services, vocational education, and a better energy supply. It was the first 

US$ 461 million compact which was used to invest in rural business development, education, 

agricultural production, public services, and transportation infrastructure (MCC, 2014).  

The largest of the compact’s components was the transportation project which intended to 

physically connect El Salvador’s Northern Zone with the rest of the country, and to permit new 

economic opportunities for rural households, lower transportation costs, and decrease travel 

times to markets. In September 2007, the compact entered into force initiating the five-year 

timeline for project implementation, concluding program implementation in July 2012, with the 

building of a bridge as a part of the Northern Transnational Highway (MCC, 2014).  

 On December 15
th

, 2011, the MCC informed Salvadoran President Mauricio Funes that the 

Institution’s Board had agreed to select El Salvador as qualified to create a proposal for a second 

                                                           
9
 “MCC is a U.S. government agency that works with developing countries. MCC assistance is based on the principle 

that aid is most effective when it reinforces good governance, economic freedom, and investments in people that 
promote economic growth and help eliminate extreme poverty”. Source: U.S. Embassy in El Salvador, 
http://sansalvador.usembassy.gov/news/2011/12/16.html 
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compact grant (U.S. Embassy in El Salvador, 2011), which was expected to be signed in 

September 2012, when the first compact that was running in the north of the country was over 

(El Diario de Hoy, 2011). However, being elected for a second compact is not automatic, there 

are some requirements to be accomplished, because MCC takes into account not only a country’s 

policy performance as measured by MCC's indicators, but also the effectiveness of 

implementation on its first compact (U.S. Embassy in El Salvador, 2014).  

 The Fomilenio II includes an investment of at least US$ 365.2 million, where 277 million 

are a non-refundable donation, and 88.2 million correspond to El Salvador’s government 

counterpart. Moreover, this compact will have 3 components: investment climate, human capital 

and logistics infrastructure, and some of the investments will focus on the coastal strip of El 

Salvador and the expanding of the country’s International Airport (Communications Secretariat 

of GOES
10

, 2013). 

 The component of the investment climate includes the administrative simplification, the 

implementation of new laws and leverage investments that attract capital to the country. For this 

component there are now 22 private investment projects, amounting to US$ 293 million 

(Communications Secretariat of GOES, 2013). Meanwhile, human capital seeks to improve the 

quality of education and training of human resources to suits their abilities to the market 

demands. With the logistics infrastructure, it seeks to reduce logistics and transportation costs 

through the construction and improvement of two road sections: one between the International 

Airport and Zacatecoluca
11

, and the other going to the border pass with Honduras (Amatillo, 

department of La Union) (Communications Secretariat of GOES, 2013). 

                                                           
10

 GOES: Government of El Salvador 
11

 Municipality of the department of La Paz (South of El Salvador) 
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Even though the signature of the Fomilenio II was foreseen to be around the last semester 

2012 - thus far it have not occurred yet (2014) - most of the reasons respond to Salvadoran 

internal problems
12

 and the nonfulfillment of the conditions required by the U.S. government for 

disbursing the compact. Regarding these conditions, the main one to outplay the Fomilenio II is 

the approval of the amendments to the Special Law of Public Private Partnerships (APP)
13

 

adopted in May 2013, in order to improve the conditions for investment and national 

development. According to representatives of MCC in El Salvador, the deputies must approve 

the suggested changes before June 2014.   

According to the note “Firma de Fomilenio II se postergará hasta junio 2014” (in English: 

“The Signature of the Fomilenio II will be postponed until June 2014”) published in a 

Salvadoran electronic newspaper, the suggestions of the U.S. government, led by Barack Obama, 

are 33 proposed amendments to the law
14

. The most notable are: to increase the tax ceiling in 

relation to GDP, between 1 and 3% which means that the country will increase the capacity limit 

to assume future and contingent commitments with the investors. Another condition is that the 

Legislative Assembly must approve all the concessions made in public-private projects. 

                                                           
12

 One internal problem was an outstanding conflict between the Chamber of Administrative Litigation and the 
Constitutional Chamber of the Supreme Court of Justice (CSJ) related with demands on the process of electing 
judges in 2009; and the other one was the presidential election process in 2014 (Central America Data.com, 2013). 
 
13

 In accordance to the note: “Aprobada: la Ley de Asocios Público Privados ya es un hecho” (in English: “Approved: 
the Public Private Partnerships Law is a fact”), published in the Salvadoran digital newspaper “ContaPunto” in May 
2013, according to Salvadoran government, through the APPs may facilitate to private investors to invest in the 
public sector, thus the country may obtain the necessary resources for infrastructure investment and 
improvements services. Salvadoran government has already two projects that seek to establish Partnership: the 
expanding of El Salvador International Airport and the construction of a park of wind power generation. The 
Special Law of APP includes the creation of two entities, one that will manage the Partnerships (DAPP), and the 
other one will regulate them (Agency for Supervision of APP). The DAPP will be the responsible to know about the 
projects coming from both public institutions and private sector. Aftermath, the APP will be subject to a process of 
deadlines, thus having the approval of various public institutions, including the Ministry of Finance. Web site:  
http://www.contrapunto.com.sv/coyuntura/aprobada-la-ley-de-asocios-publico-privados-ya-es-un-hecho 
 
14

 By the time this chapter is being elaborating, the Legislative Assembly of El Salvador approved the 33 reforms of 
the Especial Law of APP suggested by the US government on 25th April 2014, http://elmundo.com.sv/aprobada-
reforma-que-sube-techo-fiscal-a-app 
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The third condition is that the Article 11 of the law should require the creation of the 

Direction of Public Private Partnership (DAPP) as an autonomous entity with legal personality, 

own assets and administrative autonomy under the Ministry of Economy. The reform replaced 

the DAPP by the Agency for Promotion of Exports and Investments of El Salvador (Proesa), 

which is the only one that exists today by executive decree. For MCC, Proesa would be the 

institution responsible for managing this kind of projects.  

One of the remaining conditions are the reforms to the Law Against Money Laundering 

and Assets, and the observation of the rules of the CAFTA –DR agreement,
15

 related to the 

purchase and selling of hybrid maize seeds to be distributed with the agricultural packages. 

According to John Barrett, economic counselor at the U.S. embassy in El Salvador, the process 

of the last purchase does not meet with the requirements established in the CAFTA-DR. Also he 

said "The seed matter is important, because it is an example where the GOES has to give 

confidence in terms of respect of their obligations in the FTAs" (La Prensa Grafica, 2014).  

  

2.2.2 South-South Cooperation (SSC). Case of Venezuela and El Salvador relations. 

 In the policy document: “Approaches to North-South, South-South and North-South-South 

Collaboration” (2009), its authors point out that SSC is a broad concept that covers a wide range 

of collaborations among developing countries. It refers more specifically to cooperative activities 

between newly industrialized Southern countries and other less developed nations of the South. 

Such activities are mainly situated in the areas of politics, economy and technology. The aim of 

SSC is to promote self-sufficiency among Southern nations and to strengthen economic ties 

among states whose market power match more equally, especially when compared with 

asymmetric North-South relationships. 

                                                           
15

 Dominican Republic-Central America-United States Free Trade Agreement (CAFTA-DR) 
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 The origin of the SSC dates back to the Bandung Conference in 1955 in Indonesia.  During 

this conference, it was discussed the need of SSC to ensure a more effective participation in the 

global scenario, and it was viewed as a complement to the extensive economic relationships 

between the developed and developing countries.  In the 1970s, the UN created a Special Unit 

for SSC (SU/SSC), which promoted South-South trade and investment. In 1989 the Group for 

South-South Consultation and Coordination (G-15) was created in order to promote SSC. Due to 

the reduction of aid from Northern countries in the period 1980s-1990s, it emerged the need of 

mutual cooperation rather than dependence on Northern states. In 2000, the Group of 77 was set 

up with the aim of prioritizing transfer of technology and skill development, literacy, eliminating 

trade barriers and direct investments.  

 According to the authors, due to the increasing awareness of Southern countries which 

share common characteristics and goals, and that can cooperate together to achieve their goals, 

since the late 1990’s aid from one developing country to another seems to grow faster than aid 

from developed to developing countries. Tom Wheeler (2004) in his article about “South-South 

Cooperation” refers to the South-South cooperation as a relationship between developing 

countries, a manifestation of multilateral diplomacy where developing countries feel the need to 

exercise greater influence and to set the global agenda. Similarly Bruno Ayllón Pino (2009) in 

his paper: “Cooperación Sur-Sur: Innovación y Transformación en la Cooperación 

Internacional”, argues the relevance of this cooperation as complementary and necessary aid, in 

order to decrease the dependency developing countries have on the developed ones.  

 In accordance to the report of the Department of Economic and Social Affairs of the UN 

(2010) “Development Cooperation for the MDGs: Maximizing Results”, which focus on some of 

the recent trends, SSC has lately grown rapidly, from US$8.6 billion (6.9% of global 

development cooperation) in 2006, to US$15.3 billion (9.5% of development cooperation) in 
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2008, thus representing a growth of US$6.7 billion (78%) in two years. The participation of SSC 

in global development cooperation has doubled in ten years, mainly due to large increases by 

China, Saudi Arabia and a doubling of Venezuela’s cooperation through its Petrocaribe oil loans 

arrangements. Nevertheless, almost all Southern providers increased flows, except the United 

Arab Emirates (UAE) (UN, 2010). 

 The largest Southern providers are China, Saudi Arabia and Venezuela (each one provides 

over US$2 billion a year), followed by Arab Agencies (over US$1 billion) and India (over 

US$ 750 million). In 2008, top 3 providers (Saudi Arabia, China and Venezuela) together 

accounted 75% of total Southern development cooperation, compared with 60% in 2006 (UN, 

2010). On the other hand, Rosseel et al. (2009) did a SWOT analysis of the SSC and they state 

that this kind of cooperation may boost economic, cultural, environmental and social 

development, and they pinpoint that the SSC will continue increasing. However, there is an 

ineffective coordination, lack of resources and some political problems that developing countries 

can drag out this process, among others strength, opportunities, weaknesses and threats 

respectively.     

 

2.2.2.1 Characteristics of South-South Cooperation  

 Types of cooperation 

 In general, over 90% of SSC financed by governments and South-South multilateral 

organizations is “country programmed”, and around 75% of SSC goes in the form of project 

finance. Most of the largest providers (China, Arab governments and multilateral institutions, 

India, and Thailand) focus on this type of support due to their concentration on large 

infrastructure projects (UN, 2010). 
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- Balance of payments and budget support has ascended from around 10% to over 15% in 

recent years – mostly due to an increase in Venezuelan oil financing. Arab multilateral 

funds and the governments of Saudi Arabia, Kuwait, and the United Arab Emirates have 

provided balance of payment support to finance oil imports. This is what Venezuela is 

doing in El Salvador through the ALBA Petroleos of El Salvador (see the section below). 

- Technical cooperation (TC) is a key modality of SSC. The stand-alone Technical 

Assistance (TA) accounts for only around 10%, many smaller SSC contributors (for 

example Argentina, Chile, Cuba, Indonesia, Mexico, Nigeria, Singapore, etc.) and Brazil 

focus mainly on TC.  

- Humanitarian assistance is also increasing radically, in response to natural disasters. In 

accordance with the United Nations Office for the Coordination of Humanitarian Affairs 

(UNOCHA), Southern donors contributed more than US$1 billion, compared with 

US$ 275 million in the period of 2006-07. 

 Target and distribution of SSC 

 Thus far, geographical proximity has been a main factor determining the direction of 

Southern bilateral cooperation, with many providers focusing their flows on countries in the 

neighboring region or sub-region. They often have better understanding of next-door countries, 

mutual interests and needs as well as language and cultural resemblances, for being resolved by 

joint solutions. Regional cooperation also could strengthen political ties, investment links and 

trade, and could be more inexpensive to administer than longer-distance cooperation programs.  

 Nevertheless, “regional cooperation” (table 2.2) is also becoming a common means for the 

funding of multi-country programs or projects, or regional organizations. SSC has shown much 

comparative advantage in this field (UN, 2010). Some Southern providers also bring cooperation 

outside their own regions, for common political, trade and investment interests. China provides 
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45% of its cooperation to Africa, and 40% of commitments by Arab agencies and Kuwaiti and 

Saudi Funds have been made to Africa, focusing on communications and transportation, 

agriculture, energy and water sanitation. Promoting bilateral trade and investment has also been a 

powerful motive for SSC. Venezuela's aim under the Petrocaribe agreement has been the 

regional promotion of energy integration (UN, 2010). 

 

Table 2.2: Examples of the regional cooperation initiatives in Africa, Asia and Latin 

America 

 

Africa African Union (AU), Communauté Economique et Monétaire de l’Afrique Centrale 

(CEMAC), Common Market of Eastern and Southern Africa (COMESA), East 

African Community (EAC), East African Development Bank (EADB), New 

Economic Partnership for Africa (NEPAD), Southern African Development 

Community (SADC); West African Development Bank (WADB); West African 

Economic and Monetary Union (WAEMU). 

Asia Association of Southeast Asian Nations (ASEAN+3), South Asian Association for 

Regional Cooperation (SAARC) 

Latin 

America 

Bolivarian Alternative for the Americas (ALBA), Andean Community (CAN), 

Andean Development Corporation (CAF), Caribbean Community (CARICOM), 

Central American Integration System (SICA), Central American Bank for 

Economic Integration (CABEI), Southern Common Market (MERCOSUR) 

Source: Department of Economic and Social Affairs, “Development Cooperation for the MDGs: 

Maximizing Results”, International Development Cooperation Report, United Nations, New York, 2010. 

 

 Priority Sectors and Projects 

 Basically, Southern contributors have focused on all sectors in national development plans; 

however, they tend to provide grants and technical assistance focused primarily on capacity 

development and social sectors. Brazil, Cuba and Venezuela are all well-known providers of 

doctors and teachers to other developing countries. 

 Requirements and Procedures  

 Political Requirements 
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 From a recipient countries’ perspective, a key advantage of SSC is that it carries little, if 

any, economic or governance requirements or policy conditionalities; and it is not aligned to 

policy arrangements with multilateral organizations. Contrariwise, bilateral Southern 

contributors highlight that development aid should not interfere in the internal affairs of others. 

Southern multilateral organizations also do not usually impose any macroeconomic 

conditionalities - making faster the mobilization of aid - , and disbursements are only interrupted 

if a beneficiary falls into debts.  

 Procedural Conditionalities 

 SSC tends to come with fewer requirements, which must be met before a grant or loan 

agreement becomes effective, such as financial conditions, cross-financing clauses, counterpart 

funds, feasibility and the establishment of project implementation units. Most Southern providers 

require a legal opinion before allowing disbursements to commence. Some of the Southern 

bilateral providers also require receiver governments to provide counterpart funds. In general, 

the conditions made by Southern providers’ grant or loan disbursements are fairly few, hence the 

SSC is often disbursed much faster. 

 Expenditure Procedures 

 In general, beneficiary countries prefer easier cooperation disbursed and faster acquisition 

procedures which permit for competitive bidding, preferably including local suppliers. Due to 

the fact that SSC is mainly focused on project assistance, it tends to be disbursed directly to 

suppliers. While this may promote faster disbursement, recipient governments are not always 

informed that operations have occurred, hindering debt and cooperation data monitoring. Some 

contributors (i.e. India and Venezuela) pay out via cash advances to recipient governments and 

others via reimbursement claims. Overall disbursement procedures of Southern contributors are 

somewhat simple. Though this is sometimes counterbalanced by slowness of internal 
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administrative practices, limited staff in the agencies which are delivering the cooperation, and 

scarcity of provider presence in the receiver country, major coordination reduces disbursement 

retardation. 

 Assessment, Monitoring and Evaluation (M&E) 

 While Southern providers are often able to carry out projects faster and at lower costs, 

there is some concern that this may be because of less respect for environmental or labor 

standards, particularly on infrastructural projects. Some examples include the impact of dam 

construction projects in Southeast Asia and Africa on the environment, communities and human 

health; as well as the hiring of local workers only for unskilled positions, paying them very low 

wages in infringement of national labor laws.  There is scarce information available on the 

M&E procedures of Southern contributors. Recipient countries argue that SSC involves fewer 

missions to appraisal project development, as well as fewer reports during project 

implementation.  

 

 South-South cooperation in key sectors   

 Health, agriculture and infrastructure have historically been key sectors of SSC (UN, 2010). 

Besides, Southern contributors have acquired a significant expertise in working on “neglected 

diseases”.  An example of SSC is Venezuela - El Salvador relations, in which both are Southern 

countries (or developing).  The specific issue to be addressed is the project financed partially by 

Petrocaribe
16

: ALBA
17

 Petroleos of El Salvador. In these relations, Venezuela is the Southern 

provider country, and El Salvador is the Southern recipient country.   

                                                           
16

 Petrocaribe is an initiative of integration of Central American and Caribbean nations, which is expressed in 
concrete achievements through energy cooperation, based on a scheme favorable and equal exchange between 
countries. Petrocaribe promotes social and economic development of the region, based on the principles of unity, 
solidarity, cooperation, complementarity and the vision toward the South. Source: Alba Petroleos de El Salvador, 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

36 
 

2.2.2.2 Venezuela and El Salvador relations: ALBA Petroleos of El Salvador  

ALBA Petroleos de El Salvador S.E.M. de C.V
18

 – a part of Petrocaribe - is a mixed 

owned company that was created to incorporate the country into the Petrocaribe agreement 

promoted by the President of Venezuela -officially called Bolivarian Republic of Venezuela - 

Hugo Chavez Frias. Given the resistance of El Salvador to be incorporated as a part of the 

agreement
19

, Energy Inter-municipal Association for El Salvador (ENEPASA)
20

 was created to 

act as a counterparty, representing the interests of El Salvador in the agreement (ALBA Petroleos 

of El Salvador, 2014). 

 Moreover, Mayors of the municipalities’ members of ENEPASA are using Salvadoran 

public funds and turn them into investment securities to develop the project of ALBA Petroleos 

of El Salvador. This is expressed in the shareholding of ENEPASA by the Republic of El 

Salvador and PDV-Caribe SA subsidiary of PDVSA
21

 by Venezuela (ALBA Petroleos of El 

Salvador, 2014). According to the official website of Alba Petroleos of El Salvador, this 

Corporation of Shares Mixed Ownership and Variable Capital is composed by: 

 Decentralized Public Entity 

 ENEPASA, Republic of El Salvador 

                                                                                                                                                                                           
S.E.M. de C.V., http://www.albapetroleos.com.sv/index.php?option=com_content&view=article&id=56%3Aque-
es-enepasa&Itemid=66 
 
17

 ALBA: Bolivarian Alliance for the Peoples of Our America’s Trade Treaty. Current country members: Antigua and 
Barbuda, Bolivia, Cuba, Dominica, Ecuador, Nicaragua, Saint Lucia, Saint Vincent and the Grenadines and 
Venezuela (founder country of the Alliance), http://www.alianzabolivariana.org/paises_alba_tcp.php 
 
18

 Alba Petroleos of El Salvador Corporation of Shares Mixed Economy and Variable Capital 
 
19

 However since June 2
nd

 2014, El Salvador joint to Petrocaribe agreement. 
 
20

 According to the Article 1 of the Constitution Act of ENEPESA, this is an “Intermunicipal entity, decentralized, of 
public law, with own autonomy, non-profit and with legal personality”, and “will aim at the commercialization, 
distribution, transportation and research of fuels and energy sources...” (Art 4),  
http://www.albapetroleos.com.sv/index.php?option=com_content&view=article&id=56%3Aque-es-
enepasa&Itemid=66 
21

 Petroleum of Venezuela 
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 Private Enterprise 

 PDV Caribe S.A. subsidiary of PDVSA, Bolivarian Republic of Venezuela 

 Basically, the purpose of the corporation is the attainment of commercial and industrial 

activities in general. Hence, it is possible to obtain cheaper fuel through the partnership of energy 

cooperation with the Venezuelan government; that was signed between ENEPASA and PDV 

Caribe SA, which is a subsidiary of PDVSA. The transportation from the refinery to the port of 

discharge is carried by the Naviera Fleet of PDVSA. The distribution and marketing in El 

Salvador is through strategic alliances with the domestic transportation entrepreneurs, gas 

stations and other sectors of the national economy. Thus, through these partnerships, 

intermediation costs are eliminated, thus enabling to have lower prices. 

 Furthermore, in accordance with this corporation’s website, through the purchase of ALBA 

Petroleos products, the company is supporting the development of social projects in the country. 

For every gallon of fuel sold, US$0.02 cents are allocated to the special fund used to carry out 

programs such as building bridges in inaccessible areas within the country, scholarships and 

distribution of computers at schools among others. 

 

Opening of a bridge in Sensuntepeque (Department of Cabañas, El Salvador) (ALBA 

Petroleos, 2014) 

 On February 22
nd

, 2014, it was the opening ceremony of a new bridge linking the town of 

Sensuntepeque with the municipality of San Isidro (Department of Cabañas). On a visit from the 

General Manager of ALBA Petroleos de El Salvador to the area, accompanied by the President 

of the Foundation "Cristóbal Hernández", on 4
th

 January this year, the commitment was 

consolidated for providing connectivity in the region, thus benefiting the citizens living near the 

river (Copinolapa) where the bridge was built.  
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 Two days after the visit to the community, the construction of the bridge started and was 

completed on February 13
th

. Through this project, 18 direct jobs were generated as skilled 

workforce, and a contribution of 30 people of the community who worked on a rotating basis, in 

order to engage a large part of the inhabitants of the area. The project included the construction 

of a hydraulic stone box and channeled discharge head for the river, which includes a dam with 

water flowing through 6 pvc pipes of 60 inches, plus a running surface reinforced by concrete for 

pedestrian and vehicular traffic with a capacity of 12 tons. The total investment was 

approximately US$ 45 thousand.  These works directly benefited 500 families in the 

communities of three municipalities of the department of Cabañas, near the Copinolapa River, as 

part of the expected benefits derived from the boosting of this new trade area. 

 In sum, no need to say which cooperation is better; however, each one has its own 

advantages and disadvantages which will depend on the needs of the recipient country. For 

example, since El Salvador needed to do a vast change in the infrastructure in the south of the 

country, and perhaps structural changes like the amendment and/or creation of laws to attire 

more investment; hence the country required a large funding and an accurate plan for a long term, 

which can be better achieved through NSC. At the same time, in El Salvador there are some 

other necessities that must be covered, in which perhaps there is no need of a big plan, and 

therefore they can be achieved in a shorter term through SSC. 

 Finally, for a deeper understanding of the relations between Taiwan-El Salvador and 

China- Costa Rica respectively, the author considers important to use both the NSC and SSC in 

order to achieve the last objective of this thesis, which is also expressed in the topic: a 

comparative study of the relations of the countries mentioned above. Additionally, these are the 

most suitable terms for a better interpretation of the found information and its structuration, 

which will lead this research to a reliable conclusion.  
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Chapter 3: EL SALVADOR-REPUBLIC OF CHINA (TAIWAN) RELATIONS 

 

3.1 Introduction 

 This chapter deals with El Salvador – Taiwan relations in terms of development 

cooperation, trade and investment.  First, the author gives an economic and development 

overview of both countries, addressing also an introduction of Taiwan’s development, to 

conclude the chapter with the presentation of the current situation on bilateral investments and 

trade relations. 

 

3.2 Economic Overview of Both Countries 

3.2.1 Republic of China (Taiwan)  (map 1 Appendix I) 

 Due to its industrialization, Taiwan is considered one of the so-called Asian Tigers
22

; 

however, to become a newly industrialized country, the island underwent a process of 

development in which the US and multilateral organizations played an important role. For 

instance, Taiwan’s agricultural sector received important benefits from US aid. In accordance 

with some scholars, US covered around two-thirds of all expenses, and Taiwan the remaining 

third, in order to modernize this sector. This technical aid plan concurred with the expansion of 

the ROC’s official relations in Africa - from 8 countries in 1960 to 24 in 1969. The US finally 

ceased to fund ROC agricultural missions starting from 1975 (Atkinson, 2014).  

 Currently, the island is well-known for its dynamic economy and its exports, led by 

machinery, electronics, and petrochemicals, which have provided the initial stimulus for its 

economic development. However, this strong dependence on exports has exposed the economy 

to fluctuations in world demand. In 2009, Taiwan's GDP decreased 1.8%, due mainly to a fall on 

                                                           
22

 The Asian Tigers comprised 4 newly industrialized economies: Hong Kong, Singapore, South Korea and Taiwan. 
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its exports of about 13.1% for that year. In 2010, Taiwan’s GDP grew 10.7%, as exports returned 

to the level of previous years; but in 2011, its growth rate went down to 4.0%. In 2012, growth 

fell back again to 1.3%, due to a slowdown in global demand (CIA
23

, 2014). In 2011, Taiwan 

was the world’s 16th largest exporter and 16
th

 largest importer, and it had the world’s 5
th

 highest 

foreign exchange reserves (Wang, 2011).  

 Taiwan's major long-term challenges are its diplomatic isolation, its rapidly aging 

population and a lowering birth rate (CIA, 2014).  Except for the Economic Cooperation 

Framework Agreement (ECFA) signed with mainland China in June 2010, so far Taiwan has 

been excluded from the economic integration, mainly because of its diplomatic status. In 2006, 

China became Taiwan's second-largest source of imports after Japan, and the former is also the 

island's main destination for the export of capital on the form of direct investment. Bilateral trade 

on securities, banking and insurance took effect in January 2010, opening the island to greater 

investments from the China's financial firms and institutional investors, thus providing new 

opportunities for the ROC financial firms to operate in mainland China (CIA, 2014).  

 According to the CIA, in 2012, Taiwan’s GDP (purchasing power parity) was US$ 894.3 

billion, positioning it on the 20
th

 place in the world, more than the double of Sweden’s rate: 

US$393.8 billion in 2013 (35
th

). The GDP - real growth rate was 1.3% (in 2010 it was 10.8%), 

higher than Germany’s rate: 0.9%. The GDP - per capita (PPP) was US$38,400, ranking 29th 

position, higher than France’s: US$ 35,800 (39
th

). The population below poverty line in the same 

year was 1.5%, lower than Austria’s rate: 6.2%. The Human Development Index (HDI) during 

the same year was 0.890 (23
rd

), considered as a very high level (CIA, 2012), which is similar to 

Finland’s rate: 0.892.  It means that despite the moderate economic growth (contrary to 2010), 

the living conditions and welfare remain high; moreover, the low index of population living 

                                                           
23

 Central Intelligence Agency 
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below the poverty line, as well as the very high HDI, reflect the high quality of life that a person 

may have in this country. Each rate is being compared with different countries considered as 

developed countries from which ROC surpassed almost all rates. Regarding the population 

below poverty line Taiwan’s rate is much lower than Austria’s and the HDI is almost the same to 

Finland’s.  

3.2.1.1 Commercial Environment  

 The ROC is a member of the World Trade Organization (WTO) since January 1
st
 2002, 

hence in June 2006, it had its first trade policy review, in which the main features of its 

commercial environment were the following (SIECA
24

, 2007):  

 Since the ROC’s accession to the WTO, the value of its trade on commercial goods has 

experienced a growth of 66.9%, from US$ 248.5 billion in 2002, to US$ 414.8 billion in 

2006. Taiwan’s exports rose from US$ 135.3 billion in 2002, to US$ 213.2 billion in 

2006, and its imports also grew from US$113.2 billion in 2002, to US$201.6 billion in 

2006.   

 The dynamism and strength of the island's economy is reflected in studies by recognized 

international organizations such as the Business Environment Risk Intelligence (BERI) 

which classifies its environment investment as the 5
th

 among 50 economies, and the 5
th

 in 

competitiveness among the 118 economies studied. 

 Regarding Taiwan’s investments, in 2005 inward investment reached a volume of US 

$4.228 million, thus increasing by 7% over the previous year. This increase responds to 

the expansion of manufacturing sectors and the continued growth of the service sector, 

which have improved the investment framework of the island. Meanwhile, outbound 

investments reached US$8.454 million, which were destined mainly to Asian countries, 

                                                           
24

 Secretariat for Central American Economic Integration 
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such as Cambodia, China, Indonesia, Malaysia, Thailand and Vietnam, as well as some 

countries from the American continent, such as Cayman Islands, United States, Panama, 

Mexico and Canada.  

 With respect to Taiwan’s tariff policy, since its accession to the WTO it began to reduce 

import tariffs. Pursuant to its accession commitments in 2002, to modify the rates 

applicable to some 5,000 tariff lines, the government reduced the tariffs average from 8.2% 

in 2001, to 5.67% in 2005. In case of agriculture, average tariffs decreased from 20.02% 

to 13.46%. Meanwhile, the industry sector reduced its tariffs from 6.03% to 4.16%. 

Furthermore, in 2004 all tariffs applicable to pharmaceuticals, toys, furniture, medical 

equipment, agricultural equipment, construction equipment, paper, and steel were 

eliminated. 

 In order to promote the liberalization and internationalization of trade, Taiwan adopted in 

July, 2003, the Law on the Establishment and Management of Free Trade Zones, entering 

into operation in 2006. The aim is to provide four advantages to companies established in 

free zones: administration of "one stop shop"
25

, free movement of goods within the zones, 

autonomous corporate governance, and free exercise of the international companies’ 

commercial activities. 

 As stated in the 2014 Baseline Profitability Index (BPI), Taiwan foreign investment 

climate ranks 3rd with the same value as 2013 (1.2) which means that the ROC has maintained 

its position as the world's third best investment destination. Other Asian countries like South 

Korea ranked on the 19th position, and Japan climbed from 92nd in 2013, to 70th this year (Liao 

& Huang, 2014). Moreover, most of the countries with which maintain diplomatic relations with 

                                                           
25

 One stop shop is a single location where all of the needed services for a particular activity are provided, 
http://www.investinganswers.com/financial-dictionary/economics/one-stop-shop-526 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

43 
 

the ROC are located in Central America, the Caribbean, and one more in South America (Table 

1.2 chapter 1). With a view to reinforce Taiwan’s diplomatic relations, the island provides 

assistance to improve the economy of these countries (SIECA, 2007). 

 

3.2.2 Republic of El Salvador (map 2 Appendix I) 

 Geographically, El Salvador is the smallest country and the nation with the largest densely 

populated of the Mesoamerican Isthmus. In 2014, it ranks as the 6th economy of Central 

America, after Honduras (elEconomista.es, 2014). Remittances accounted for 17% of the 

country’s GDP in 2011, and they were received by about a third of all households. El Salvador 

was the 1
st
 country to ratify the CAFTA-DR in 2006, which has boosted the exports of processed 

foods, sugar and ethanol, and has supported large sums of investment in the apparel sector. El 

Salvador has promoted an open trade and investment environment, and it has completed a series 

of privatizations comprising: electricity distribution, banking, telecom and pension funds. The 

Salvadoran Government maintained a solid fiscal system during the post-civil war reconstruction 

phase, and during the reconstruction process following two strong earthquakes in 2001, and the 

hurricanes in 1998 and 2005. However, El Salvador's external debt has been increasing over the 

past years, currently representing about one-fourth of GDP (CIA, 2014).  

 In accordance with the data of the World Factbook, in 2012, El Salvador’s GDP 

(purchasing power parity) was US$ 46.09 billion (99
th

). The GDP - real growth rate was 1.9% 

(140
th

) – a little higher than Taiwan’s rate of 2010 -. The GDP - per capita (PPP) in the same 

year was $7,300 (136
th

). The population below poverty line in 2010 was 36.5%. Finally, the HDI 

in same year was 0.659 – considered as medium level (CIA, 2012). These rates reflect that 

despite El Salvador’s economy is growing slowly, with regular living conditions and welfare; the 

social gap in the population remains relatively high. 
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3.3 Cooperation and Economic Relations between Taiwan and Central American 

Countries
26

  

 Regarding to development aid, in 1989, the International Economic Cooperation 

Development Fund (IECDF) was established with US$ 1.2 billion, whose main recipients were 

friendly countries with which Taiwan had diplomatic ties; the aim was providing financial 

assistance and transferring knowledge concerning the experience of "Taiwan’s development" 

(Arias, Palma, K, & Aquino, 2008). In 1996, it was merged with the International Cooperation 

and Development Fund (Taiwan ICDF). 

 The Taiwan ICDF is dedicated to improve human resources, enhancing socio-economic 

development, offering humanitarian aid, providing assistance for natural disasters or 

international refugee crises, and fostering economic relations in a range of developing partner 

countries. The agency offers a variety of aid focused on four core operations: technical assistance, 

lending and investment, international education and training and humanitarian aid. This 

assistance covers a diversity of development issues such as public health, enhancing human 

resources, environmental protection, building institutional capacity, communications technology, 

agriculture, education and information (Taiwan ICDF, 2014). 

 Furthermore, in September 2009, the first White Paper on Foreign Aid Policy was created 

by the government, delineating issues and strategies associated with Taiwanese assistance. The 

White Paper followed the principles of OECD’s Paris Declaration on Aid Effectiveness, while 

also stressing the need for foreign aid to focus on suitable goals, effective management and 

lawful procedures. It is also based on the UN’s MDG as its foremost outline (Taiwan ICDF, 

2014).  

                                                           
26

 Central America: Belize, Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua and Panama. 
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 In May 2010, the ROC’s Legislative Yuan approved the International Cooperation and 

Development Act (Appendix II) based on the Paris Declaration on Aid Effectiveness of the 

Organization for Economic Cooperation and Development (2005). This act elucidated the extent 

of ROC participation in the overseas assistance arena, its modus operandi and aims. The 

legislation specified that development cooperation should be conferred transparently. This 

legislation enabled to ameliorate the institutional capacity and the transparent distribution of 

resources (Taiwan ICDF, 2014). 

 Moreover, in July 1998, the Republic of China–Central American Economic Development 

Fund (ROC–CAEDF) was created, in which Taiwan agreed to contribute annually US$20 

million during a period of 12 years, to bring scholarship programs and funding some projects for 

the region. The ROC was incorporated to CABEI as an extra-regional partner, and it granted a 

loan of US$ 50,000.00 for developing small and medium enterprises in Central America (ANN
27

, 

1999). Also, Taiwan joined the Alliance for Sustainable Development of Central America 

(ALIDES)
28

 (SIECA, 2007). Similarly, Taiwan signed FTAs with Panama, Guatemala, 

Nicaragua, El Salvador and Honduras; currently all of them are in force. 

 Regarding the economic relations, on September 13
th

, 1997, in El Salvador, the Ministers 

of Economy and/or Foreign Trade signed an Economic Complementation Agreement between 

the Republics of Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua with the ROC. 

This agreement has enabled to strengthen economic, trade and cooperation relations between 

these 5 countries and the ROC, especially regarding the following achievements (SIECA, 2007):   

                                                           
27

 National Assembly of the Republic of Nicaragua. 
28

 Signed on October 12
th

 1994 by the presidents of Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua and 
Panama. 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

46 
 

 Establishment of an Economic Development Fund with more than US$ 240.0 million, 

with the contribution from both parties, to run medium and long term productive and 

economic infrastructure projects of regional impact. 

 Strengthening of CATO
29

 in Taipei which has helped to promote trade, investment and 

tourism between the parties.  

 Establishment of a Mission Services Office of the ROC in Guatemala City, in October 

1999, for investment and trade in Central America.  

 Implementation of the Central Transportation Study (ECAT), conducted by SIECA with 

the US$ 2.0 million contribution from the ROC.  

 Establishment of the Taiwan Trade Center in San Pedro Sula (Honduras), which promote 

trade between the ROC and the five Central American countries, as well as giving 

assistance for the export of Central American potential products to Taiwan. 

 There are trade and investment missions organized by the ROC for the Central American 

countries to explore business opportunities and explore investment possibilities.  

 There are "Fairs of friendly countries," held to promote Central American products in 

Taiwan. 

          Moreover, in 2011, at the 15
th

 Meeting of the Joint Commission of the ROC-Central 

America Cooperation
30

, they approved US$ 30.5 million for new projects in the areas of 

comprehensive risk management and adaptation to climate change, economic integration, social 

integration and institutional strengthening during the period 2012-2014 (RREE
31

, 2011).  

                                                           
29

 Central America Trade Office: CATO was established in 1997 to promote bilateral relations, business 
partnerships and development investment as well as providing other relevant trade services between Taiwan and 
its diplomatic allies in Central America (Belize, El Salvador, Guatemala, Honduras, Nicaragua and Panama), 
http://www.cato.com.tw/about_c.html 
30

 Comprised by the Ministers and Vice Ministers of Foreign Affairs of Central America and ROC. 
31

 Ministry of Foreign Affairs of El Salvador 
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  In 2013, as a part of the support ROC provided to the Central American Educative and 

Cultural Coordination (CECC/SICA), Taiwan approved the disbursement of US$680,703.90 

(CEDUCAR
32

, 2013). This project seeks to contribute to the cultural integration of Central 

America and Dominican Republic through the revitalization, protection and appreciation of a 

Caribbean Cultural Corridor, as well as supporting the activities of the Central American Youth 

Symphony Orchestra; and the institutional strengthening of the CECC/SICA. Taiwan is the first 

country that has supported the Culture Council in the history of SICA (CEDUCAR, 2013). 

 In table 3.1, there are enumerated some of the programs and projects implemented by the 

Taiwanese cooperation agency in El Salvador and other Latin American allies with some of their 

details, including the cost of the project. 

   

3.3.1 Bilateral Trade between ROC and Central America  

 One of the major advances is the signing of FTAs between Taiwan and some SICA 

countries
33

:  

a) ROC-Panama: in force since January 1
st
 2004.  

b) ROC-Guatemala: in force since July 1
st
 2006.  

c) ROC-Nicaragua: in force on January 1
st
 2008.  

d) ROC-El Salvador and Honduras: in force since January 1
st
 2008 in Taiwan, on March 1

st
 

2008 in El Salvador and on July 15
th

 2008 in Honduras. 

   

 

                                                           
32

 Educative Community of Central America and Dominican Replublic 
33

 Guatemala, Belize, Honduras, El Salvador, Nicaragua, Costa Rica, Panama and Dominican Republic. 
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Table 3.1: Completed projects implemented in El Salvador and in Central America, financed by Taiwan ICDF partially and 

completely (in US$) 

Department  Project name & description Countries  Duration  Sector Item Implementation 

Arrangement 

ICDF 

contribution 

Technical 

Cooperation 

Aquaculture Project - It aims to 

provide training and employment 

opportunities to smallholders. Project 

operations focus on providing 

smallholders with loans to support 

net-cage culture of tilapia, producing 

all-male tilapia fingerlings, and 

promoting household fish farming and 

shrimp cultivation. 

El Salvador 2011/1/1- 
2013/12/31 

Agriculture, 

Forestry and 

Fishing 

Members of the Taiwan 

Technical Mission will 

provide technical assistance 

and assistance for capacity 

building. 

$1,775,000 

Lending and 

Investment 

CABEI SMME Re-lending Project – It 

consists of a term loan to CABEI to 

help finance the growth of its micro-, 

small- and medium-sized enterprise 

(SMME) loan portfolio in Central 

America. 

Honduras, 

Nicaragua, 

Guatemala, 

El Salvador 

2006/3/23 - 

2016/3/23 

Banking and 

Financial 

Services 

CABEI allocates the proceeds 

of the TaiwanICDF loan to 

SMMEs through intermediary 

financial institutions that 

meet eligibility requirements 

established by CABEI. 

$10,000,000 

Lending and 

Investment 

Housing Solidarity Reconstruction 

Program – This program provided 

support to individuals in the five 

provinces most affected by Hurricane 

Mitch (1998). 

El Salvador 1999/8/16 Government 

and Civil 

Society 

The Ministry of Finance 

provided ICDF's loan as a 

grant to the Vice-ministry of 

Housing, under the Ministry 

of Public Works, for the 

Housing Program. This 

program's executing agency 

was the Vice-ministry of 

Housing. The latter institution 

was delegated to carrying out 

its implementation, 

supervision, site promotion, 

and mechanism organization. 

Total Cost: 

$5,706,948 

ICDF: 

$4,000,000 

Technical 

Cooperation 

Marketing Project – It aims to 

implement marketing operations to 

address agriculture-related problems 

involving extensive farming, irrigation 

El Salvador 2011/1/1 - 

2013/12/31 

Agriculture, 

Forestry and 

Fishing 

Members of the Taiwan 

Technical Mission will 

provide technical assistance 

and assistance for capacity 

$327,000 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

49 
 

                                                           
34

 Federation of Credit Unions and Banks Workers. 

facilities and greenhouses, off-season 

production, farmers’ organization, 

pest control, transportation and sales 

channels. 

building. 

Lending and 

Investment 

MIF-promoting Financial Democracy 

Via a Specialized Microfinance 

Intermediary – 1.It aims to provide 

reimbursable financing to enable 

Fedecredito
34

 to expand its lending 

operations in support of its first-tier 

members. 2. Provide non-

reimbursable technical assistance to 

develop and launch new financial 

products. 3. The Multilateral 

Investment Fund's (MIF) technical 

assistance grant will support 

Fedecredito by providing loans for on-

lending to its first-tier members. 

El Salvador 2007/7/18 Banking and 

Financial 

Services 

1. Lending for agricultural 

activities. 

2. Financing via solidarity 

group methodology. 

3. Channeling of remittances 

towards productive 

investments and housing. 

4. Development of credit 

scoring methodology. 

Total Cost: 

$5,000,000 

ICDF: 

$2,000,000 

Humanitaria

n Assistance 

Mobile Medical Mission – It supports 

and develops the medicine and health 

care within Taiwan’s partner 

countries. TaiwanICDF plays the role 

of “facilitator” in providing official 

development assistance. Taiwanese 

medical support is organized in 

cooperation with the International 

Healthcare Strategic Alliance 

(IHCSA), which is a coalition 

comprising the TaiwanICDF and 37 

Taiwanese hospitals and medical 

institutions. Together, the 

TaiwanICDF and the IHCSA provide 

a range of short- and long-term 

medical support. 

Honduras, 

Nicaragua, 

Guatemala, 

Paraguay, 

El Salvador 

2011/1/1 - 

2011/12/31 

Health Outreach Clinic Service: This 

service combines the 

knowledge and expertise of 

doctors, nurses and 

pharmacists. It also serves the 

local populations through 

their mobile clinics. Health 

Education Campaign: this 

program implement special 

projects directed at 

contagious diseases utilizing 

the pillars of education, 

prevention and therapy to halt 

the spread of these diseases. 

$11,295,000 
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Source: Own elaboration with the data from TaiwanICDF official portal, 

http://www.icdf.org.tw/lp.asp?ctNode=30060&CtUnit=172&BaseDSD=100&mp=2 

  

Lending and 

Investment 

Program for Environmental Pollution 

Control in Critical Areas – Support 

for environmental regulatory 

frameworks in the three critical areas 

targeted by the project; and for the 

integrated management of municipal 

solid waste through separation, 

sensibilization, treatment, collection, 

and final disposal programs in small- 

and medium-sized municipalities. 

El Salvador 2001/11/14 Water 

Supply and 

Sanitation 

The project is administrated 

by IDB and is implemented 

by the government. 

Total Cost: 

$38,492,000 

ICDF: 

$7,682,000 

Humanitaria

n Assistance 

The Project of Dos Quebradas Water 

System– It intends to provide access to 

potable water to 525 families living in 

community Dos Quebradas. 

Therefore, this project considers the 

construction of a water tank and the 

principal pipeline for the benefited 

families to be able to connect to it and 

bring water to their homes. Besides 

the construction of the water system, 

the project also considers the 

construction of capacities among the 

benefited community for them to be 

able to administer and manage the 

water system once installed and 

functioning. 

El Salvador 2010/11/1 - 

2012/10/18 

Water 

Supply and 

Sanitation 

Construction of a Water Tank 

for water storage, a pipeline 

main net for the distribution 

of water among benefited 

families; installation of an 

electric sub-station, 

reproduction of training 

material; trainings for water 

community board in charge of 

the management of the new 

water system; trainings for 

the implementation of 

adequate sanitation practices 

and care of water. 

Total Cost: 

$312,480 

ICDF: 

$100,000  
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 In terms of bilateral trade, in 2012, SICA countries barely involved 0.2% (US$660,616 

thousand)  of the total ROC’s exports, and imports accounted for less than 0.2% (US$558,138 

thousand) of the total ROC’s imports (table 3.2), which is a huge difference from Taiwan’s 

major trading partners (table 3.2). In the same year, the ROC was the 23
rd

 trading partner for 

Central American countries in terms of exports (USD 214,157,807), and on the imports side it 

was the 24
th

 (USD 393,029,572) (table 3.3). 

 The exchange of goods between ROC and SICA countries in 2012 amounted to US$757.0 

million, of which US$166.6 million were exports of goods to the Taiwanese market, and 

US$ 590.4 million were imports from the Central American market; thus the trade imbalance for 

the SICA countries was a deficit of US$423.8 million (table 3.4). Among the SICA countries, the 

Dominican Republic, Panama and Costa Rica showed to be the most active in terms of exchange, 

while the least active one is Belize (table 3.4).  On the other hand, although the 8 countries 

showed an active trade with ROC, the balance of trade has always been negative, except for 

Nicaragua in the period 2008-2012.    

         Regarding the main trading goods, by 2006, the ROC focused its exports in industrial 

products, such as air pumps, bicycle and parts, and engines for vehicles; raw materials for 

industry: cotton fabrics, printed circuits and petroleum oils (SIECA, 2007). Meanwhile, SICA 

countries, on the same year, exported agricultural products such as sugar, coffee and beef. 

Almost all countries exported scrap iron or steel (SIECA, 2007). On the other hand, Taiwan is 

profiting of the opportunities of the CAFTA-DR, by using the region as a bridge to reach the US 

market, the world's largest market. Given that Central America is able to transport goods to US 

at a relatively low cost, Taiwan considers the region as the best production base and platform for 

Taiwanese companies to export to the United States (CATO, 2014). In the appendix III there is a 

list of products manufactured by Taiwanese Companies in Central America, which are benefited 
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by the CAFTA Tariffs to export to US. Furthermore, due to the US great influence in the Central 

American countries, to the extent that its power has often been determinant in their foreign 

policies, Taiwan-Central America relations have likely been more durable than with other 

regions with a lower or equal level of socioeconomic development (Rodriguez, 2013). 

 

Table 3.2: ROC’s Major Trading Partners and Central American countries, 2012 

(US$ Thousand) 

Country Export Export % Import Import % 

PRC 80,714,249 27.1 40,908,232 16.1 

Hong Kong 37,932,192 13.2 2,658,825 1 

United States 32,976,155 10.3 23,603,823 9.5 

Singapore  20,090,847 4.4 8,105,791 3 

Rep. of Korea 18,988,778 3.9 15,073,236 5.6 

Japan 11,842,404 6.4 47,573,642 17.6 

Central American 

countries 

660,616 0.2 558,138 0.2 

Source: Own elaboration with the data from Export Value by Country of the Ministry of Finance, R.O.C. 

and The World Factbook.    

 

 

Table 3.3:  Major Trading Partners of Central American Countries, 2012 (US$) 

Country Export Country Import 

United States 9,830,447,018 United States 22,880,945,748 

Honduras 1,902,582,738 Mexico 4,488,354,142 

El Salvador 1,846,726,385 PRC 3,914,363,379 

Nicaragua 1,427,496,137 Guatemala 2,454,410,326 

Guatemala 1,418,837,842 El Salvador 1,730,560,142 

Netherland  1,187,674,505 Costa Rica 1,589,120,191 

Mexico 975,865,701 Colombia 1,452,741,833 

Panama 913,299,813 Panama 1,404,729,293 

Costa Rica 879,450,163 Japan 1,226,638,962 

Germany 830,521,582 Venezuela 1,094,910,451 

Belge-Luxemboug 735,269,813 Honduras 938,350,746 

Venezuela 681,299,275 Brazil 932,411,012 

Canada 645,709,127 Germany 909,730,881 

Hong Kong 544,770,012 Swaziland 814,879,465 

Dominican Republic 496,735,961 Rep. of Korea 769,773,451 

PRC 491,076,345 Ecuador 670,061,963 

England  405,273,238 Netherlands Antilles 636,682,182 

Italy 402,352,372 Spain 626,378,936 
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Japan 342,830,800 Chile 516,660,973 

Spain  275,210,260 India 505,224,161 

Puerto Rico 249,447,604 Nicaragua 467,071,836 

Malaysia 221,393,800 Thailand 427,977,227 

Taiwan 214,157,807 Canada 413,974,397 

France 194,921,336 Taiwan  393,029,572 

Rep. of Korea 190,065,540 Italy 355,763,582 

TOTAL 27,303,415,174 TOTAL 51,614,744,848 

Source: Own elaboration with the data from Statistics System of Central America’s Trade. Web site: 

http://estadisticas.sieca.int/Estadisticas/PrincipalesPaisesP.asp  

 

3.4 Cooperation and Economic Relations between Taiwan and El Salvador 

 Since December 9
th

, 1954, the GOES and the ROC signed a Treaty of Friendship, 

establishing diplomatic ties. On October 30
th

, 1964, the government of El Salvador and Taiwan 

signed a trade agreement, thus making El Salvador one of Taiwan’s main partners of the Central 

American sub-region (Arias, A., Palma, K, & Aquino, W., 2008).  In 1971, Taiwan walked out 

from the UN, and the PRC took its place due to the Resolution 2758 of the General Assembly of 

the United Nations, which recognizes "that the representatives of Government of the People’s 

Republic of China are the only lawful representatives of China to the United Nations". 

 On December 16
th

 of same year, Taiwan began the strengthening of diplomatic relations 

with the Salvadoran government by signing the Agricultural Technical Cooperation Agreement 

(Arias, A., Palma, K, & Aquino, W., 2008). In table 3.5, there is a list of several agreements in 

different areas signed by both governments as a result of official visits, showing the evolution of 

their official relations and their interest to strengthen their ties. 
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Table 3.4: SICA countries and Trade Balance ROC (Taiwan), 2000-2012 (US$ thousand) 
Country 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 

Exports to Taiwan 

TOTAL 21,204 23,800 46,106  49,194 56,811 135,462 166,551 235,708 269,606 150,457 275,479 318,782 294,613 

Belize  1,400 455 7,522  659 2,012 2,772 2,720 1,835 1,273 2,635 1,917 5,980 4,997 

Costa Rica  9,664 11,307 22,900  38,572 34,771 83,270 95,522 84,510 65,915 37,786 73,487 91,063 84,919 

Dominican 

Republic 
1,205 1,213 33  303 2,115 4,066 5,932 53,271 62,002 21,719 44,150 47,677 40,091 

El Salvador 340 342 6,598  1,989 1,878 5,682 6,021 6,130 7,910 14,738 14,679 33,349 7,736 

Guatemala 5,604 5,382 4,666  199 1,639 12,354 12,838 19,612 19,910 27,006 43,668 36,652 47,967 

Honduras 406 282 288  733 1,389 3,630 4,188 6,425 22,359 6,241 23,451 21,677 26,520 

Nicaragua 532 406 193  205 1,910 3,967 5,334 10,143 21,223 16,789 29,286 38,444 47,017 

Panama 2,053 4,413 4,806  6,855 11,390 20,047 35,282 53,782 69,014 23,543 44,841 43,940 35,366 

Imports from Taiwan 

TOTAL 528,034 395,722 370,495  339,624 391,073 479,993 590,403 706,254 757,544 522,245 717,697 675,562 729,615 
Belize  11,660 5,222 10,249  6,034 6,240 8,104 4,097 6,054 7,286 5,151 5,650 5,163 5,846 

Costa Rica  101,010 67,337 64,851  64,932 65,248 97,441 169,754 159,045 143,402 88,869 86,390 91,055 99,424 

Dominican 

Republic 
104,005 78,052 125,031  82,456 119,273 135,180 150,058 84,929 105,284 81,280 97,886 103,323 107,821 

El Salvador 31,136 38,426 40,158  58,530 47,564 71,281 76,060 94,471 115,499 83,840 94,495 136,034 140,964 

Guatemala 59,105 50,845 69,625  68,897 89,150 87,749 110,075 101,335 84,360 66,024 70,592 90,647 94,292 

Honduras 15,135 17,599 18,760  21,364 26,004 37,373 31,093 39,737 46,732 30,047 56,313 34,537 35,992 

Nicaragua 8,475 14,250 22,965  17,952 15,967 16,190 16,297 15,402 20,969 13,613 16,260 18,407 22,357 

Panama 197,508 123,991 18,858  19,484 21,637 26,721 33,000 205,281 234,012 153,421 290,111 196,396 222,919 

Balance of Trade 

TOTAL -506,830 -371,923 -324,389  -290,430 -334,262 -344,531 -423,852 -470,458 -487,938 -371,785 -442,217 -356,779 -435,004 
Belize  -10,260 -4,767 -2,727  -5,375 -4,228 -5,332 -1,377 -4219 -6,013 -2,516 -3,733 817 -849 

Costa Rica  -91,346 -56,030 -41,951  -26,360 -30,477 -14,171 -74,232 -74,445 -77,487 -51,083 -12,903 9 -14,506 

Dominican 

Republic 
-102,800 -76,839 -124,999 -82,154 -117,158 -131,114 -144,126 -31,658 -43,282 -59,561 -53,736 -55,646 -67,730 

El Salvador -30,796 -38,084 -33,560  -56,541 -45,686 -65,599 -70,039 -88,342 -107,588 -69,102 -79,815 -102,685 -133,228 

Guatemala -53,500 -45,463 -64,959  -68,698 -87,511 -75,395 -97,237 -81,723 -64,451 -39,017 -26,924 -53,995 -46,325 

Honduras -14,730 -17,318 -18,472  -20,631 -24,615 -33,743 -26,905 -33,313 -24,373 -23,805 -32,862 -12,860 -9,473 

Nicaragua -7,943 -13,844 -22,772  -17,747 -14,057 -12,223 -10,963 -5,259 254 3,177 13,026 20,037 24,660 

Panama -195,455 -119,578 -14,052  -12,629 -10,247 -6,674 2,282 -151,499 -164,998 -129,878 -245,270 -152,456 -187,553 

Source: Own elaboration with the data from SIECA (2007), “Economic, Trade and Cooperation  relations between Central America and the 

Republic of China in Taiwan”; Statistics System of Central America’s Trade , and from the Ministry of Finance, R.O.C.  
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 In September 1997, Lee Teng-hui - President of Taiwan at the time - visited El Salvador, 

for the celebration of the First Meeting of Heads of the Central American Isthmus, where Taiwan 

was invited to join SICA, thus, becoming an extra-regional observer in the year 2000 (SIECA, 

2007). Hence, between 2000 and 2007, official visits have been made between El Salvador and 

Taiwan to address issues of mutual interest such as investment promotion, the importance of 

investment between the two nations, technical and financial cooperation and the joining of 

Taiwan to the UN. 

 

Table 3.5: Agreements between the governments of ROC and El Salvador 

Year Name of the Agreement Registration in the Official Journal 

04/ 2007   El Salvador – Taiwan Free Trade Agreement  ----  

08/22/2003  Mutual Assistance Agreement,CETRA  ----  

02/05/2002  Agreement on the Reciprocal Protection of 

Intellectual Property Rights  

----  

08/13/2001  Agreement on the Abolition of Visas for Diplomatic 

and Official Passports  

----  

03/16/2001  Grant Agreement for the construction of a park in the 

residential area destroyed in "The Hill" New San 

Salvador, to be called "Memorial Park" 

D. O. Nº 55, Volume Nº 350  

07/31/2000  Agreement for the Establishment of a Fund for 

Economic Development between ROC and Central 

America 

D. O. Nº 143, Volume  Nº 348  

12/06/1999  Technical Cooperation Agreement D. O No. 227, Volume Tomo No. 

345  

12/18/1996  Agreement on the Promotion and Reciprocal 

Protection of Investments, APPRI  

D. O No. 239, Volume No. 333  

03/07/1996  Electrical Interconnection Project between El 

Salvador, Honduras and the Republic of China 

(Taiwan) 

D. O No. 47, Volume No. 330.  

06/17/1991  Loan Agreement D. O No. 110, Volume No. 311  
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07/06/1983  Scientific and Technical Cooperation Agreement D. O. No. 125, Volume No. 280  

01/06/1978  Agricultural Technical Cooperation Agreement D. O. No. 4, Volume No. 258  

09/06/1974  Exchange of letters whereby the Agricultural 

Technical Cooperation Agreement extending 

D. O. No. 165, Volume No. 244  

12/16/1971  Agricultural Technical Cooperation Agreement D. O No. 230, Volume No. 233  

02/24/1965  Trade Agreement D. O No. 38  

12/28/1961  Cultural Agreement  D. O No. 240  

02/18/1955  Treaty of Friendship D. O No. 35  

Source: Arias, A., Palma, K, & Aquino, W., “Análisis de la Cooperación e Inversión de la República de 

China (Taiwán) y su Impacto en la República de El Salvador, 1997-2007”, University of El Salvador, 

December 2008. 

  

 In August 2007, President Chen Shui-bian visited El Salvador and was welcome by the 

Salvadoran President Elias Antonio Saca, who also reaffirmed his intention to speak in favor of 

Taiwan's application to join the UN at the annual General Assembly, meeting in the coming 

September. President Chen expressed pleasure to visit El Salvador, and referred the Central 

American country as "Taiwan's most loyal friend." (The China Post, 2007). 

 

3.4.1 Development Aid from ROC to El Salvador 

 Taiwan’s cooperation is bilateral and multilateral, and even though it does not have the 

dimension of big donors, it is carried under very favorable conditions. Taiwan channeled aid 

through the Taiwan ICDF, which hold investment programs, mobile medical service, technical 

assistance, banking and financing projects, human resources development, humanitarian aid and 

overseas volunteers, aiming to alleviate poverty and stimulate economic activity (Chien, Yang & 

Wu, 2009). 

 Cooperation and technical assistance provided by the ROC is a very important contribution 

for the Salvadoran government, and it can vary depending on the mission, local conditions and 
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needs; its goal is to help diversify agricultural production, develop small and medium enterprises 

with credit, and strengthening human resources, construction and improvement of infrastructure. 

Furthermore, the development cooperation is one of Taiwan’s supportive links toward El 

Salvador, which responses with political support to become a member in the UN and the 

participation in other international forums (Arias, Palma, & Aquino, 2008).  

 Based on Work Reports by the Ministry of Foreign Affairs of El Salvador from 2000-

2009
35

 (published at the end of the opposition political party’s rule to the current President’s 

party), here are some of the details of the development aid received from the ROC: 

1. From 2000-2001, the ROC donated US$ 100,000 to strengthen the education sector through 

the use of computers at schools in rural areas. Also donated US$4.8 million to institutionally 

reinforce the National Secretariat for the Family (SNF) and the Ministry of Foreign Affairs. 

The Ministry of Defense received rescue boats as a donation, amounting to US$100,000, for 

developing their activities on the coastal zone.  

 Regarding humanitarian assistance and reconstruction – due to the two big earthquakes in 

the country in January and February 2001 – the ROC helped by sending food, medicine, medical 

brigades, debris removal and rescue brigades, tents and clothing. Similarly, the housing sector 

received 1,114 temporary houses, and by the time the report was made, 1,327 permanent homes 

were being built; contributing US$ 2.5 million for the same cause, promising 15 scholarships.   

2.  In December 2001, a disbursement was carried out (there is no specific figure of the amount) 

by the President Chen Shui-bian at that time, for the construction of youth homes under the 

responsibility of SNF, and the purchase of rescue equipment.  

                                                           
35

 Excluding the period 2005-2006. 
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3. From 2002-2003, 340 permanent houses were delivered to one of the most affected areas by 

the earthquakes of 2001, built by Tzu-Chi Foundation (慈济  基金会) and FONAVIPO 

(National Popular Housing Fund), the projected fund  amounted to US$ 1.6 million.  

 Additionally, as a part of the reimbursable aid, the ROC approved a loan for the 

Comprehensive Coffee-growing Park Project amounting US$ 100,000. After 30 years of 

technical cooperation in pig farming, aquaculture, fisheries, shrimp cultivation, horticulture, fruit 

growing, forestry, and agro-business projects of the Ministry of Agriculture; the agreement was 

renewed with the intention to build bamboo houses for the victims of the earthquakes.  

4. From June 2004-May 2005, the amounts of aid made by all donors with no specifications are 

only available. Table 3.6 shows that from the total bilateral aid received from June 2004 to 

March 2005 from Asian countries and other main donors, Taiwan’s total aid is the second 

largest one, only after the US aid. 

5. From 2007-2008, the ROC delivered a batch of 500 motorcycles to be used by specialized 

units of the National Police. Similarly, 29 Salvadoran were awarded with scholarships. The 

total of aid received from Taiwan was US$ 3,450,377. 

6.  In June 2008, Taiwan donated US$ 1,166,668 as the second disbursement for the project 

"Strengthening Environmental Inspectorates". In July the same year, it gave US$600,000 as 

the third disbursement to "Micro-irrigation in the Eastern Region" project, which benefited 

2000 small and medium-producers in the eastern part of the country. In September, the ROC 

disbursed US$125,000 for the "Creation of Tenderness Center of the Ministry of Foreign 

Affairs", and US$28,278.40 for the "Dissemination Call Center" project of the same ministry. 

In the same month, the first consignment of volunteers was committed to support the teaching 

of Mandarin language at the American School, Evangelical University of El Salvador, 
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University of El Salvador, and the Central Technical Institute, and the Chinese cuisine at the 

latter. In March 2009, it donated US$1,000,000 to complete the construction of offices of the 

Ministry of Foreign Affairs, Phase II, as part of its renovation.   

 In Table 3.7, there is a comparison of the amounts disbursed by different donor countries 

and multilateral organizations to El Salvador, including Taiwan, between different regimes: June 

1
st
, 2008– May31

st
, 2009, the country was ruled by a right-wing political party; and between June 

1
st
, 2009–May 31

st
, 2010, it was ruled by a left-wing political party. In total, both bilateral and 

multilateral aid increased for the second period. However, Taiwanese aids figures stand out 

because they are the only ones that had grown by more than 15 times the original amount.  

 

Table 3.6 Bilateral Aid received from June 2004 to March 2005 by Asian countries and 

other main donors (US$) 

N
o
 Country Total 

1 United States 21,700,000 

2 Taiwan 20,080,000 

3 Germany 15,549,052 

4 European Union  8,769,604 

5 Japan 7,723,808 

6 Spain 6,459,400 

7 Luxembourg 6,000,000 

8 Republic of Korea 830,000 

Total 87,111,864 

Source: 2004-2005 Work Report Ministry of Foreign Affairs of El Salvador 

  

Table 3.7: Comparison of the Development Aid Received*. USD Million 

Detail 2008-2009 2009-2010 

Bilateral Cooperation 111,12 214,09 

Spain 10,32 84,79 

United States 22,30 58,50 

Taiwan 2,14 35,00 

Japan 9,36 16,00 

Germany 63,00 14,30 

Korea 4,00 5,50 

Others 5,01 0,00 
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Multilateral Cooperation 19,09 86,49 

European Union 0,00 64,75 

UNDP 15,82 19,91 

IAEA 0,82 0,90 

FAO 1,83 0,04 

UNCTAD 0,00 0,35 

OAS/FEMCIDI 0,62 0,54 

Total 130,21 300,58 
Source: 2009-2010 Work Report Ministry of Foreign Affairs of El Salvador  

*June 1
st
 2008– May 31

st
 2009 (ruled by the opposite political party) and June 1

st
 2009 – May 31

st
 2010 

 

 In Table 3.8, there is a list of the projects covered by Taiwanese cooperation in 2009-2010 

with their respective allocation. The highest allocation was for the support of the Five-year Plan, 

which was almost half of the total disbursement.  

 

Table 3.8: Detail of the Development aid received from ROC in 2009-2010* (USD Million) 

Aid 

Received 

Name of Projects Project 

Allocation 

Sector Executing Institution 

35,00 

“Support for Program of 

Making Uniforms” 

2,01 Education Ministry of Education 

“ Promoting Production and 

Productivity of Bean” 

4,00 Agriculture Ministry of Agriculture and 

Livestock 

“ Reconstruction of pathology 

and cytology areas” 

3,39 Health Ministry of Public Health 

and Social Assistance 

“Response to the Problem of 

Habitat for Northern Santa 

Ana” 

1,00 Housing Vice Ministry of Housing 

and Urban Development 

Support to the Transportation 

System of the Ministry of 

Public Security” 

2,00 Security Ministry of Justice and 

Public Security 

Institutional Strengthening 

and Modernization of 

Chancery (2009-2010) 

3,30 State 

Modernization 

Ministry of Foreign Affairs 

Institutional Strengthening 

and Modernization of 

Chancery (2011) 

0,80 State 

Modernization 

Ministry of Foreign Affairs 

Project on Health 1,00 Health Ministry of Public Health 

and Social Assistance 

Support to the Five-year Plan 17,50 Multi-sectorial Several Central 

Government Institutions 

Source: 2009-2010 Work Report Ministry of Foreign Affairs of El Salvador 

*June 1st 2009 – May 31st 2010 
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 The Government of the ROC and the GOES signed the Agreement on Technical 

Cooperation to support the strategy "One Nation, One Product", created on 2012, which will be 

implemented by Taiwan ICDF and CONAMYPE
36

 from El Salvador, and a fund allocated by the 

Taiwan ICDF of US$ 700,000 for a 3 years period. This strategy aims to improve the industry of 

handicrafts, miniature, etc. The approval of this agreement joins the previous draft, where ICDF 

allotted US$500,000 to the Government (El Pais, 2014), to support artisans from a Salvadoran 

town famous for its handicrafts.  Likewise, in 2013 the Government of the ROC through the 

Taiwan ICDF collaboration introduced a project of scholarships for the training of postgraduate 

medical students during 4 years. The scholarship program "School of Medicine for International 

Study," aims to help the allied countries to train professionals in the medical field to provide 

better services to their domestic populations. 

 

3.4.2 Bilateral Investment and Trade 

 Regarding bilateral investments and trade, during the 1990s there were 14 Taiwanese 

companies investing in El Salvador around US$45 million. On February 2005, there were 

already 31 companies established, investing up to US$80 million, and creating more than 15,000 

jobs (Arias, Palma, & Aquino, 2008). According to the statistics from the Economic Council of 

the Taiwanese Embassy in El Salvador, the latter has links with 45 Taiwanese companies, with a 

total investment of US$73.43 million, creating 5,789 jobs for the Salvadoran people. The main 

industries of these investments are: textiles and apparel, industrial plants, plastic products, 

footwear, agriculture, fisheries, spare parts and motorcycle parts, and an assembly plant for solar 

panels and other power equipment. 

                                                           
36

 National Commission for Micro and Small Business 
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   As stated in statistics from the Investment Commission of the Ministry of Economic 

Affairs, ROC (MOEA), in August 2013, Taiwan had 2 Salvadoran investments totaling around 

US$17 thousand, in the industries of communication and dissemination of information, and 

wholesale and retail. As reported by the Embassy of the ROC in El Salvador, in 2012 the island 

imported from El Salvador US$ 14.35 million. From January to August 2013, Taiwan's exports 

to El Salvador reported US$ 97.42 million, which is an increase of 1.4% compared to the same 

period in 2012. However, from January to November 2013, among Asian countries, Taiwan 

became the main destination of Salvadoran exports, which had a significant and historic growth 

of 576% (La Pagina, 2014). Comparing the results of Taiwan's exports to the Central American 

region in 2013 and according to statistics from the Bureau of Foreign Trade of Taiwan (BOFT), 

El Salvador is the country with the highest percentage of growth in exports to this country. The 

main Salvadoran products exported to Taiwan are sugar, coffee, fish meal, underwear and steel 

scrap; while products such as plastics, fabrics, yarn, machinery, electrical and electronic products 

are mostly exported from Taiwan to El Salvador (Embassy of the ROC, 2014). 

 

3.4.2.1 El Salvador-Taiwan Free Trade Agreement and its benefits 

The free trade agreement between the ROC and El Salvador was signed on May 7
th

, 2007, and it 

entered into force on March 1
st
, 2008. This FTA is a major opportunity for El Salvador to 

entering the Asian market, which can be valuable as a startup of development of trade with other 

Asian countries. Taiwan is the world's 16th largest economy, and represents a market of 23 

million consumers, and it can be a door to enter the Asian market (Embassy of the ROC, 2014). 

 Some of the specific benefits of the FTA includes: 
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• Salvadoran Agricultural products under zero tariffs: Coffee, fruit seeds, ornamental plants, 

vegetables and some fruits, flowers, spices, fish, shrimp and shellfish, etc.; 

• Salvadoran Industrial products under zero tariffs: Processed foods (tuna, vegetable oils, cheese, 

beer, liquor, etc.), medicine, metal products, aluminum, textiles and clothing, footwear, 

chemicals, paints, cleaning products and soaps, fertilizers, plastics, among others.  

 A significant share of Salvadoran sugar is exported to Taiwan with the following 

characteristics: 35,000 metric tons (MT) for the first year; 50,000 MT for the second year; from 

the third year the quota would reach 60,000 MT with zero tariffs to enter the Taiwan market. 

Moreover, the ROC opened its market immediately, with tariff-free access to 64.4 % of 

Salvadoran products in which the industrial sector occupies 69.1% of the total, and agriculture 

occupies a 42.5% (Embassy of the ROC, 2014). 

 Furthermore, Taiwanese products such as fresh or frozen fish, sesame seeds, Chinese herbs, 

eggs to reproduce, instant noodles, condensed juice, gasoline, nylon and polyester yarns, 

accessories and bicycle parts, auto parts, among other products are the most exported goods to El 

Salvador. As mentioned before, as part of the benefits found in the FTA, Taiwan allowed the 

entry of 60,000 MT Salvadoran sugar at zero duty which enabled an increase in exports in 2011, 

which amounted US$ 43.5 million, thus allowing Taiwan to become the third largest importer of 

Salvadoran sugar, just behind the U.S. and Canada (Embassy of ROC, 2014). 

 Lastly, according to this chapter, the relations between Central America and Taiwan, and 

El Salvador and Taiwan, have been active in terms of cooperation, trade and investment, 

including Costa Rica in the trade area. Moreover, the relief El Salvador received from the ROC 

to recover from the earthquakes of 2001, and the aid received from 2008-2009 for the 

modernization of the Ministry of Foreign Affairs and the largest aid received (in comparison to 
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the previous one) from 2009-2010 for the enhancement of several governmental institutions, they 

all can be highlighted. 

  



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

65 
 

Chapter 4: COSTA RICA – PEOPLE’S REPUBLIC OF CHINA RELATIONS 

 

4.1 Introduction 

 This chapter is about Costa Rica – China relations in terms of development cooperation, 

trade and investment.  First the author gives an economical and development overview of both 

countries, also address the background of China’s approach to Latin America, the official 

relations Costa Rica had with Taiwan until Costa Rica’s recognition of China, and their current 

relations. 

 

4.2 Economic Overview of Both Countries 

4.2.1 People’s Republic of China (Map 1 Appendix I) 

Since the economic reforms that the PRC carried out at the end of the ‘70s, its economy 

moved from a closed to an open market, allowing China to become the world's largest exporter 

in 2010. Reforms began with the gradual elimination of collectivized agriculture, and extended 

to comprise the gradual liberalization of prices, fiscal decentralization, creation of a varied 

banking system, expansion of stock markets, augmented autonomy for state enterprises, fast 

growth of the private sector, and opening to foreign trade and investment. The reformation of the 

economy and subsequent profits has contributed to a more than tenfold growth of the GDP since 

1978. In 2012, China became the second-largest economy in the world after the US, having 

outdone Japan in 2011 (CIA, 2014), with a purchasing power parity of US$ 12.26 trillion.  

Yet, per capita income is lower than the world average. The Chinese government has to 

deal with several economic challenges such as: a) maintaining an adequate labour market for tens 

of millions of migrants and new entrants to the work force; b) diminishing corruption and other 
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unlawful economic actions; and c) controlling environmental damage – which is even causing 

the loss of arable land because of erosion and economic development - and social conflict related 

to the economy's quick transformation (CIA, 2014).  

Economic improvement has extended mostly further to the coastal provinces than in the 

interior, and by 2011 more than 250 million immigrant workers and their dependents had moved 

to urban areas to find work. On the other hand, one repercussion of the population control policy 

in this country is that China is one of the most rapidly aging countries in the world. In 2010-11, 

China faced the problem of high inflation caused mostly by its credit-fueled stimulus program. 

The government's 12th Five-Year Plan, implemented in March 2011, emphasized sustained 

economic reforms and the need to increase domestic consumption in order to make the economy 

less dependent on exports in the future. 

As stated in the data of “The World Factbook”, in 2012 China’s GDP real growth rate was 

7.7%, ranking 23rd in the world (much higher than Taiwan). On the other hand, its GDP per 

capita (PPP) was $9,100 in the same year (less than the fourth part of the one corresponding to 

Taiwan), ranking 122nd in the world. The population below the poverty line was 13.4%, much 

higher than Taiwan’s rate. The Human Development Index (HDI) in same year was 0.699, 

considered as medium level (CIA, 2012). It means that despite China showing high growth in its 

economy in 2012, not all the population are experiencing welfare, in other words, the 

development and well-being that this country should enjoy due to its high GDP, both real growth 

rate and PPP, is not spread around the whole country, which is a big challenge for the 

government due to its big geographic extension and abundant population.   

 

4.2.2 Republic of Costa Rica (Map 2 Appendix I) 
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Costa Rica is the 3rd smallest country, the 4th densely populated and the 3rd largest 

economy of Central America in 2014, after Nicaragua with a slight difference (elEconomista.es, 

2014). Costa Rica enjoyed constant economic growth before the global economic crisis. In 2009 

the economy contracted 1.3%, however by 2010-12 she had resumed growth at about 4.5% per 

year. While the traditional agricultural exports of bananas, coffee, sugar, and beef, a variety of 

industrial and specialized agricultural products are the key in Costa Rican export trade. In 

addition, recently, high value-added goods and services, including microchips, have further 

reinforced exports. Tourism is a key sector in the country’s economy.  Due to the country's 

political stability and relatively high education levels, as well as the spurs offered in the free-

trade zones, it is attractive for foreign investors; thus, Costa Rica has attracted one of the highest 

levels of FDI per capita in Latin America (CIA, 2014). 

  Nonetheless, many business obstacles remain, such as high levels of bureaucracy, legal 

ambiguity due to overlapping and at times conflicting responsibilities between agencies, weak 

investor security and difficulty in enforcing contracts. Poverty has remained around 20-25% for 

almost 20 years, and the strong social safety net that had been put into place by the government 

has eroded due to increased financial limitations on government expenses. Contrasting with the 

rest of Central America, Costa Rica’s economy is not highly dependent on remittances as they 

only represent about 2% of GDP (CIA, 2014).  

Since the US-Central American-Dominican Republic Free Trade Agreement (CAFTA-DR) 

came into force on 1 January 2009, the FDI has increased in key sectors of the economy, 

including the telecommunications and insurance sectors.  

The GDP (purchasing power parity) in 2012 was US$58.55 billion (89
th

). The GDP real 

growth rate in the same year was 5.1% (66th), higher than Taiwan’s rate; however, this rate in 
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2010 was Taiwan’s rate (5%). GDP per capita (PPP) was US$12,500 (102nd), even higher than 

China. In 2011, the population below the poverty line was 24.8%, almost double the Chinese rate. 

On the other hand, the HDI for 2012 was high: 0.773 (62
nd

) (CIA, 2012). These rates show that 

the country has relatively stable economy growth and the quality of life is high, however, it still 

remains to further distribute this welfare, reflected in the population poverty line rate. 

 

4.3 Cooperation and Economic Relations between China and Latin America 

 As the Congressional Research Service argued in “China’s Foreign Policy and ‘Soft Power’ 

In South America, Asia, and Africa” (Appendix IV); the PRC’s main interest in Latin America 

seems to be for accessing resources China needs such as soybeans, iron, ores, oil, steel and 

copper, by enhancing investment and trade. It also seems China pursues the isolation Taiwan by 

persuading the 12 Latin American and Caribbean countries still sustaining official ties with 

Taiwan to shift to China. Furthermore, while many Latin American countries embrace the 

Chinese approach, some have seen the PRC as an economic menace since they believe both their 

local businesses and their exports to the U.S. market will be vanquished by Chinese competition. 

 Pursuant to Yopo, Mladen in his article about “América Latina en la Mira Estratégica de la 

República Popular China”, these relations date from the trade between China and Mexico in the 

XVI century, during the Spanish colonial times, and Macao and Brazil, under the Portuguese. 

Later, in the middle of the XIX century, the rise of agricultural plantations and shortage of 

manpower led to the development of coolies traffic, or Chinese labourers who were hired under a 

forced contract, to Cuba, the Caribbean islands, Peru and Chile. 

 In the middle of the XX century, when Taiwan had diplomatic relations with the main 

Latin American countries, China deployed a strong diplomatic proactivity to establish friendly 
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ties, develop cultural and economic exchanges aiming to establish later diplomatic ties. On 28
th

 

September 1960, the PRC and Cuba set up official ties, thus becoming the first Caribbean 

country with official links with the PRC (Yopo, 2011). 

 In the 50’s, China actively promoted governmental and non-governmental exchanges 

(political, union and student leaders, etc). China sent to Latin America artistic groups, as well as 

union and trade delegations. She also started the business and economic unofficial and semi-

official exchange, raising a total of US$ 30million (Yopo, 2011). 

 During the first half of the '60s, the Sino-Latin America bilateral trade grew from US$ 31 

to 343 million but subsequently declined due to coups d’etat in the region, USSR-China conflict, 

Cultural Revolution, etc. It later retook the growth pace in the 70’s which was the period when 

economic agreements were signed, with over 10 countries and exchanges with over 50 trade 

delegations (Yopo, 2011).     

 In the 80’s and 90’s a readjustment in China's relationship with Latin America was 

implemented on the basis of the following areas: a) developing friendly and cooperative relations 

above the ideological differences; b) prioritize links with the larger countries of the region; 

considered more developed at the expense of those more nationalistic, and c) support the 

economic and trade relations and the struggles for sovereignty as well (Yopo, 2011). 

 These policies had an impact in the increase of diplomatic relations, thus having, at the end 

of the 90’s, diplomatic relations with 19 countries in the region; increasing mutual visits and 

contacts with social and political organizations, while trade grew from US$ 1,363 million in 

1980 to US$ 2,294 million in 1990 and US$ 8,278 million in 1999 (Yopo, 2011). 

 According to Mladen Yopo there are 3 fundaments why China’s presence is in Latin 

America; one is that the PRC aims to reduce Washington's influence globally, especially in Latin 
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America, through Sino-Latin America relationships. In Latin America, this desire is significantly 

remarkable in countries such as Cuba, Venezuela, and to a lesser extent in Bolivia, Brazil, 

Ecuador and Nicaragua. However, this situation does not take away the title of the U.S. as the 

main reference of Latin America and "restrictive" to the presence of China. Likewise, China also 

wants to receive Latin American support given the pressures received regarding the human rights 

or the conflict situation with Tibet. The null Latin American interpellation in these topics, can be 

a success of the Chinese diplomacy. 

 The second premise refers to the diversification of foreign relations in order to reduce 

dependencies, thus resulting in a smooth cooperation (South-South) to strengthen their positions 

individually or through global forums such as the G-20 and access to technology, raw materials, 

capitals and markets. The 3
rd

 fundament is a progressive isolation of Taiwan through the 

recognition of One China by signing diplomatic relations (Yopo, 2011). 

 On the other hand, China considers continuing with the high level exchange with the 

national and sub-national legislative bodies, political parties, local governments, entrepreneurs 

and chambers of commerce creating and/or improving consultation mechanisms, strengthening 

the coordination and cooperation on international issues of mutual interest (Government of China, 

2008). For instance, in the III China-Latin America Summit held in Colombia in November 2009, 

under the theme "Building confidence to overcome the crisis and boosting joint development of 

China and Latin America", more than 700 Chinese and Latin American entrepreneurs discussed 

how to deal with the financial crisis and the promotion of trade liberalization, and negotiated 

specific projects (Yopo, 2011). 

 Regarding the cultural aspect, both have reinforced exchanges and the Confucius Institute 

is spreading across Latin America. It is already in Mexico, Chile, Argentina, Brazil, Cuba and 
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Costa Rica, the only Central American country. In total there are 10 Confucius Institutes in the 

region (Yopo, 2011). 

 As the Chinese Government stated in its policy paper, in the economic field and South-

South Cooperation, China seeks to deepen and balance the bilateral trade and optimize the 

commercial structure (including free trade agreements) for mutual benefit. It also highlights 

industrial, agricultural, energy, financial, tourism, customs, culture and sports, etc. cooperation 

and support to the investment of Chinese enterprises in the region in terms of manufacturing, 

agriculture, forestry, fishery, energy, exploitation of mineral resources, building infrastructure, 

services, etc., in contribution to the socio-economic development of China and the countries of 

the region.  

 In terms of the Sino-Latin American financial cooperation, in order to face the 

international financial crisis in 2009 both combined the surplus of China's foreign exchange 

reserves with the high demand of Latin America’s demand, finding new ways of financial 

cooperation, as currency exchange, loans for oil and project loans. For instance, in 2009, the 

People’s Bank of China and the Central Bank of Argentina signed an agreement of currency 

exchange of 70,000 million yuan, thus becoming the best financial business in the history of 

Sino-Latin American relations (Yopo, 2011). 

 Bilaterally, China have established strategic associations with Brazil, Venezuela, Mexico, 

Argentina, Chile and Peru, meanwhile strengthening trade, investment and cooperation relations 

(including donations) with the rest of the countries. Also, it is participating in sub-regional, 

regional and hemispheric organizations such as in the dialogue with the Rio Group in 1990, the 

IDB since 1991 and through this organization it has given soft loans to Bolivia, Guyana, Haiti, 

Honduras and Nicaragua; in 1994 it was the first Asian observer country of the Latin American 
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Integration Association (ALADI); in 1997 it was admitted into the Caribbean Development Bank; 

in 2004 it became a permanent observer of the OAS; it has maintained a dialogue with the 

Andean Community of Nations (CAN) and with the Caribbean Community (CARICOM) and 

has police presence in Haiti (a country that recognizes Taiwan) as a part of a UN mission (Yopo, 

2011).    

 Furthermore, as stated in the ECLAC
37

 report 2010 in terms of Sino-Latin American trade 

and investment relations in 10 years, the EU will be displaced by China. In 2009 the exports of 

the region to the U.S. and the EU reduced to 26% and 28% respectively. In 2010 the exports to 

the EU represented 14% and they may decrease to 12% in 2020, meanwhile the exports to China 

in 2009 represented 7% of the total and will grow to 19% or 20% in 2020. The imports have the 

same tendency. Moreover, Chinese investment in Latin America in the last years has increased 

40%, surpassing US$ 200 billion (Yopo, 2011).    

 Another priority of the PRC is the region’s energy, thus the PRC is either concluding or 

exploring various energy investments in Colombia, Ecuador, Venezuela, Bolivia, Peru and Brazil. 

Three main state-owned Sino energy firms investing in the region are the China National 

Offshore Oil Corporation (CNOOC), China Petroleum and Chemical Corporation (Sinopec) and 

China National Petroleum Corporation (CNPC). Since 2006, Sinopec with Brazil’s Petrobras are 

constructing a natural gas pipeline connecting the northeast and southeast of Brazil. Petrobras 

and CNOOC are also apparently analyzing the viability of joining operations in exploration, 

refining, and pipeline building around the world. In Cuba, Sinopec has worked on onshore oil 

extraction. Likewise CNPC signed an agreement with Venezuela’s state-oil corporation, PdVSA 

(Petroleos de Venezuela, S.A.), to explore oil reserves. However, in spite of all these investments   

                                                           
37

 Economic Commission for Latin America and the Caribbean. 
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China’s oil imports from Latin America only accounts for 3% of China’s oil imports 

(Congressional Research Service, 2008). 

 In terms of defense, according to Mladen Yopo, China has a military exchange with 20 

countries of the region. For instance, in September 2010 the Minister of Defense and Chinese 

State Councilor, Liang Guanglie (梁光烈), visited Mexico, Colombia and Brazil. In these 3 

countries China has developed strong commercial links which are broadening to the military 

field, particularly with Brazil and Colombia. Thus, China and Colombia signed a cooperation 

agreement for the acquisition of military equipment logistics, thanks to a Chinese donation of 

US$ 1 million. Additionally the 2 countries pledged to train troops under the direction of Chinese 

officials, focused on fighting transnational crimes such as drug trafficking, terrorism, weapon 

and people trafficking. Brazil agreed to hold military and aerial exercises together in China in 

2011 and the two sides agreed to strengthen exchanges and cooperation in the areas of defense 

technology (Yopo, 2011). 

 Military exchange has been benefited by the education as well. China trains Latin 

American officers in Military Academies or Civil Universities. The People's Liberation Army 

(PLA) have sent officials to receive courses in Argentina, Brazil, Cuba, Chile, Mexico and 

Venezuela, to a lesser extent to which the region sends to China. Venezuela and Cuba have the 

largest Chinese military presence, especially in Cuba where Asian militaries are deployed in 

some Cuban bases to collect intelligence about the U.S. (Yopo, 2011).     

 Furthermore, the PRC is one of the primary users of the Panama Canal - where 230 

thousand Chinese vessels passed through during the first months of 2008 (Yopo, 2011) – to go to 

and leave from U.S. ports and other destinations, and is a main trading partner of Panama 

although this country has diplomatic ties with Taiwan. 
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 However, despite all of China’s achievements in approaching Latin America, Beijing’s soft 

power did not succeed in Haiti, which continues to recognize the ROC, in spite of PRC 

endeavors in 2005 to make cutting Haiti’s ties with Taiwan a requirement to China’s support to 

renew the U.N. peacekeeping mission there (Congressional Research Service, 2008).  

  

Table 4.1: Latin America: China’s Rank as a Trading Partner for Selected Countries, 2000 

and 2008 a/  

Country Exports Imports 

2000 2008 2000 2008 

Argentina 6 2 4 3 

Bolivia (Plurinational State  of) 12 10 8 6 

Brazil 12 1 11 2 

Chile 5 1 4 2 

Colombia 35 4 15 2 

Costa Rica 26 2 16 3 

Equator  13 9 10 2 

El Salvador 35 16 18 5 

Guatemala  30 18 15 4 

Honduras 35 11 18 7 

Mexico 25 5 6 3 

Nicaragua 19 14 18 4 

Panama 22 4 17 4 

Paraguay 11 9 4 1 

Peru 4 2 13 2 

Uruguay 5 8 6 3 

Venezuela (Bolivarian Republic of) 37 3 18 3 

Source: ECLAC (2010), “The People's Republic of China and Latin America and the Caribbean: towards 

a Strategic Relationship”. 

a/ For Honduras and Nicaragua, data is for 2007. 

  

 In only 8 years (2000-2008), the PRC has become an important trading partner for most 

Latin American countries. This represents a structural change in the region’s foreign trade 

conditions and has occurred in a relatively short period. In terms of exports, China increased its 

ranking in all 17 selected countries and was one of the 3 main destinations in 6 countries: 
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Argentina, Venezuela, Brazil, Costa Rica, Chile and Peru (ECLAC, 2010).  In the cases of 

Colombia and Costa Rica, China’s ranking moved from positions 35 and 26 to 4 and 2 

respectively in only 8 years.  

 Regarding imports, China raised its share in all countries selected and became one of the 

top five sources for 15 of the 17 countries, except Honduras and Bolivia (ECLAC, 2010). In the 

cases of Nicaragua and Venezuela, China’s ranking moved from 18
th

 position to 4
th

 and 3
rd

 

respectively in 8 years. 

 

Table 4.2: Selected PRC Aid and Investment Projects in 2008 (Announced or Begun) in 

Latin America 

Country Type of Assistance or 

Investment 

Funding Source Description Value in US$  

Brazil Infrastructure/ Public Works Govt-Sponsored 

Investment 

Power plant 850 million 

Brazil Natural Resources Concessional loan Oil exploration 10 billion 

Chile Infrastructure/ Public 

Works; Natural Resources 

Concessional loan 

(joint credit lines) 

Ports, shipping, 

mining  

100 million 

Costa Rica Infrastructure/ Public 

Works; Natural Resources 

Grant/ Donation Stadium/ oil 

refinery 

130 million 

Cuba Humanitarian  Concessional loan Hurricane relief- 

repair of hospitals 

70 million 

Grenada Infrastructure/ Public Works Concessional loan Tourist marina 83 million 

Venezuela Infrastructure/Public 

Works; Development; 

Natural Resources 

Concessional loan Infrastructure, 

electricity, health, 

and education 

4 billion (to be 

paid back in 

oil) 

Source: Lum et al. (2009), “China’s Foreign Aid Activities in Africa, Latina America, and Southeast Asia” 

 

 Among the selected countries only Costa Rica received the funding as a donation, the rest 

as concessional loans
38

, and Brazil as government-sponsored investment. Furthermore, Cuba is 

the only one that received Humanitarian assistance for hurricane relief to repair hospitals.   

                                                           
38

 According to the OECD’s Glossary of Statistical Terms, Concessional Loan is a loan “extended on terms 
substantially more generous than market loans. The concessionality is achieved either through interest rates below 
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4.4 Overview of Costa Rica-Taiwan relations until the shift of diplomatic relations 

 Before establishing diplomatic relations with the PRC, on June 1st 2007, Costa Rica had 

maintained official relations with the ROC since 1944. This relationship with Taiwan was 

characterized by a strong flow of cooperation. The Taiwanese funds helped across the country: 

classrooms, bridges, wharfs, vehicles for the police, technical cooperation and training, were just 

some of the contributions funded by Taiwan for decades (El Mundo.es, 2007).  

Between 2000 and 2005, Taiwan was the largest bilateral donor of grants to Costa Rica 

around US$ 59.5 million in grants and the second largest in reimbursable aid, around US$ 281.6 

million. Among the most prominent projects were the Friendship Bridge (“Puente de la Amistad” 

in Spanish) over the Tempisque River, the project “Puntarenas forever”, the enlargement of 

Moin port and the Road to San Carlos. With regard to technical cooperation, there were 9 

Taiwanese technicians accredited in Costa Rica who were all specialists in agriculture and 

fishery since they collaborated in the development of production in the primary products sector 

(Rodriguez, 2013). 

The most emblematic work of this broken relationship is the 1.6 km length – bridge: 'La 

Amistad', built during 2000-2003. This is one of the largest bridges in Costa Rica. It was 

baptized with this name as a reference to good relations between these two countries (El 

Mundo.es, 2007).  

This bridge cost more than US$ 15 million, but Taiwan had already contributed a similar 

amount in 1998, when she donated a wharf. Costa Rica also received funds via the CABEI 

through which Taiwan usually channels its development aid for Central America (Olsen, 2009). 

                                                                                                                                                                                           
those available on the market or by grace periods, or a combination of these. Concessional loans typically have 
long grace periods”. 
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In terms of commerce, the figures in table 3.4 in chapter 3 shows that even though Costa 

Rica severed ties with Taiwan in 2007, the trade between them has remained relatively stable.  

 

4.4.1 The Shift of Diplomatic Ties 

According to La Nación, an important Costa Rican electronic newspaper, in the journalistic 

note (2012) “¿Por qué Arias cambió a Taiwán por China?” (in English: “¿Why Arias switched 

from Taiwan to China?”) the former President Oscar Arias, in a secret mission to Beijing with 

some of his cabinet, established official ties with the PRC on June 1
st
 2007. It was published 

until June 6
th

, and also the Ambassador of the ROC in the country was informed that all 

diplomatic staff of the embassy had to leave Costa Rica in exactly one month. This decision 

generated some support and criticism in the media. One of the most criticized aspects was the 

secret and non-transparent way everything was hatched. 

In accordance with Oscar Arias - awarded the Nobel Peace Prize in 1987 for his 

intervention to reach the peace in Central America during his first rule period (1986-1990) - the 

shift was mainly due to market reasons, given that China has become in recent years the second 

largest trading partner of Costa Rica after the United States (Alvarez, 2012). Such arguments 

contradict Costa Rica’s foreign policy based on principles of democracy, human rights and peace 

as his 2006-2010 Government Programme promotes a foreign policy with the motto: "Costa 

Rica’s moral power in the world” (NLP
39

, 2005), which contrasts to what is observed in China, 

for instance, regarding to its innumerable political prisoners such as Liu Xiaobo (劉曉波) who 

was awarded the 2010 Nobel Peace Prize for "his long and non-violent struggle for fundamental 

human rights in China” (Arce, 2010) while he was in prison.  

                                                           
39

 National Liberation Party 
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Also those arguments contravene Oscar Arias’ thought about China by the time of his first 

rule, as a threatening issue, a political-military power which had a very complicated relationship 

with the United States and did not cooperate with the peace process (Rodríguez, 2013). 

Moreover, Oscar Arias argued that he based his decision on pragmatism and political realism to 

look to China for help developing his country (Olsen, 2009). 

 

4.5 Cooperation and Economic Relations between China and Costa Rica 

 In the year Costa Rica and China established official ties, both signed 11 agreements on 

cooperation in investment, trade and culture. One of those was the donation from China of 

US$ 20 million in economic cooperation grants and 200 million yuan in technical and economic 

cooperation to be allocated to several projects (Government of Costa Rica & Government of 

China, 2007). 

 As stated on the official website of the Embassy of Costa Rica in the PRC, in the period 

2000-2012, the trade between Costa Rica and China grew from US$ 91 million to nearly US$ 1.7 

billion. According to the Foreign Trade Promoter in Costa Rica (PROCOMER), in 2006 exports 

increased from USD558.3 million to USD848.2 million in 2007. Regarding to imports, they 

increased from USD554 to USD763.2 million, in the same years respectively. By 2007 the trade 

balance was positive and the best one for the country, a total of USD85.1 million. However, 

since both countries signed an FTA, on April 8
th

 2010, the trade imbalance increased, and in 

2010 it was US$ -701.0 million, in 2011 and 2012, USD -1.102 and USD-1.108 million 

respectively (Figure 4.1). 

The Sino-Costa Rica FTA enabled immediate access to 99.6% of the Costa Rican 

exportations, which included products such as flowers, ornamental plants and orange juice, while 
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Costa Rica would have immediately access to 58% of Chinese products with no-tariff and the 

other 25% will be eliminated within 10 years (La Prensa Grafica, 2010). 

Moreover, as stated in PROCOMER 2012, the top Costa Rican export sector to China is 

the technology industry, from which integrated circuits represent 78.1 % of Costa Rican sales.  

 

Figure 4.1: Trade between Costa Rica and the PRC*, 2001-2012. USD Million 

 
Source: Own elaboration based on PROCOMER data. 

*Hong Kong is not included 

 

 

4.5.1 Development Aid from the PRC to Costa Rica 

In accordance with the Ministry of National Planning and Economical Politics 

(MIDEPLAN), in the period 2006-2008, Costa Rica received a total of US$ 456.9 million 

(including both non-reimbursable financial and technical cooperation and reimbursable financial 

cooperation), of which 69% was non-reimbursable technical and financial assistance and 31% 

reimbursable financial aid, contrasting with the aid tendency Costa Rica had had since 1998. 

This is due to China contributions.  
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Additionally, MIDEPLAN reported that the PRC provided 39.4% of the total resources 

received by Costa Rica which was about US$ 180 million, thus becoming the largest source of 

bilateral cooperation in the country in 2006-2008. The figures on tables 4.2 and 4.3 show how 

high the amount of aid provided by China was, compared with the rest of providers. It was 

almost triple Germany’s aid, which was the second highest. This was due to mainly the great 

amount of technical and financial non-reimbursable aid provided by the PRC which was triple 

and quintuple greater than the next 2 highest ones (Germany and Spain). Both technical and 

financial non-reimbursable and reimbursable aid granted by China, represented 55% of the total 

received in Costa Rica. 

The most emblematic project made by Chinese aid in the country was the construction of 

the National Stadium, finished in January 2011, under the turnkey contract modality (usually 

used by China in which it provides all materials, construction machinery and manpower) and 

cost about US$ 85 million. Additionally China donated US$ 20 million for the Emergency 

Response and resources for a range of projects for the country and bought bonds of Costa Rican 

public debt by US$ 300 million. These resources are not counted as foreign aid, therefore are not 

reflected in the report (MIDEPLAN, 2010).       

Another big project is the modernization of the Refinadora Costarricense de Petróleo S.A. 

(RECOPE) oil refinery in the Caribbean port of Moin, which is China’s largest investment of 

US$800 – US$900 million. This expands the daily capacity from 25,000 barrels to 60,000 barrels 

(Boyed, 2012). In addition both governments established a joint venture agreement between 

RECOPE and China National Petroleum Corporation (CNPC International Ltd.) on November 

17
th

 2008. 
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Table 4.3: Costa Rican Bilateral Cooperation 2006-2008 

Source of Aid US$ Million Percentage 

People's Republic of China  180.0 39.4 

Germany 62.0 13.6 

Spain 34.4 7.5 

Japan 23.5 5.1 

United States 9.8 2.1 

France 8.8 1.9 

Switzerland 1.8 0.4 

South Korea 1.5 0.3 

Italy 1.4 0.3 

Belge 0.9 0.2 

Netherland 0.9 0.2 

Czech Republic 0.6 0.1 

United Kingdom 0.3 0.1 

Argentina 0.1 0.0 

Total 326.0 71.3 

Source: MIDEPLAN 

 

Table 4.4: Types of Bilateral Cooperation received by Costa Rica 2006-2008 

Source of aid 

Type of Aid 

Percentages Technical & Financial 

Non-reimbursable 

Financial 

Reimbursable 

US$ Million 

Total 316.6 140.3 456.9  

Total Percentage 69.3 30.7 100.0 100.0 

China  140.0 40.0 180.0 55.2 

Germany 31.7 30.3 62.0 19.0 

Spain 34.4 0 34.4 10.5 

Japan 23.5 0 23.5 7.2 

United States 9.8 0 9.8 3.0 

France 8.8 0 8.8 2.7 

Switzerland 1.8 0 1.8 0.6 

South Korea 1.5 0 1.5 0.5 

Italy 1.4 0 1.4 0.4 

Netherland 0.9 0 0.9 0.3 

Belge 0.9 0 0.9 0.3 

Czech Republic 0.6 0 0.6 0.2 

United Kingdom 0.3 0 0.3 0.1 

Others 0.2 0 0.2 0.1 

Sub-total 255.8  70.3 326.0  
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Bilateral 

Percentage 

78.4  21.6 71.4 100.0 

Source: MIDEPLAN 

 

Moreover, on June 3
rd

 2013, as stated in a relevant Costa Rican online newspaper El 

Financiero, the Chinese President Xi Jinping and Costa Rican President Laura Chinchilla signed 

millionaire agreements without apparently any conditions from China, said the Costa Rican 

Foreign Minister. These were the agreements:  

a) US$400 million for financing the enlargement of 110 kilometers of the highway from 

San José (Costa Rican capital city) to Limón (where the oil refinery RECOPE is) by two 

lines of credit obtained from the Export-Import Bank of China (China EXIM Bank). One 

of the lines of credit will be US$ 101 million and concessional - with 2% interest - and 

the other line, for $ 296 million in commercial terms - 4% interest. The Finance Ministry 

have stated both loans have a total term of 20 years. 

b) The China EXIM Bank also provided a loan of US$ 100 million for public state banks 

transfer loans to companies and dealerships persons’ buses and taxis to renew their units 

of public transport vehicles by others with clean energy such as liquefied gas and 

electricity.  

c) A US$ 30 million loan agreement in order for China to facilitate the purchase of 5,000 

solar panels that will be used to produce electricity.  

d) The Chinese government also formally delivered 8,400 computers to public school 

students and another 800 for teachers.  

e) Costa Rican companies signed export and import agreements with the PRC. 
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 Furthermore, given the interest of the Costa Rican government to join as a full member of 

the Asia-Pacific Economic Cooperation (APEC), where the Central American country is an 

observer, Costa Rica made a request to the Chinese President to boost its joining as a full 

member.  

 Finally China is approaching Latin America more and more through strategic agreements 

with big countries and with only one Central American country. Sino-Costa Rica trade has 

grown and the amounts of foreign aid received have grown too, but there still remains a large 

trade imbalance and the development aid is more for short term, in contrast to several projects 

funded by Taiwan.   
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Chapter 5: COMPARATIVE ANALYSIS OF THE RELATIONS BETWEEN EL 

SALVADOR-TAIWAN AND COSTA RICA-CHINA 

 

5.1 Introduction 

 This section is about the comparative analysis of both relations in order to prove the 

hypothesis set out. It begins with the characteristics of Taiwan’s and China’s foreign aid until the 

challenges and opportunities both relations are facing, and the next and last chapter are the 

conclusions and suggestions of the result of the research.  

 

5.2 Comparative study 

 Taiwan’s foreign aid, although generous, cannot compete with Chinese aid, trade and 

investment. According to the OECD report, Taiwan contributed US$ 381 million in ODA in 

2011, most of which went to its diplomatic supporters. In the case of China’s investment, in 

some Latin American countries reached US$ 15 billion in 2010 (Myers, 2012). 

Taiwan channeled aid through the Taiwan ICDF, which hold investment programs, mobile 

medical services, technical assistance, banking and financing projects, human resources 

development, humanitarian aid and overseas volunteers. These assistances are provided to 

countries that have diplomatic ties with Taiwan, or that provide special recognition to Taiwan’s 

international status despite having official ties with China (Chien, Yang & Wu, 2009).  

In 2011 Taiwan’s ODA amounted to around US$ 381 million which is a share of GNI of 

0.093% (Kao, 2012), ranking slightly below Greece and Korea which are OECD-DAC members. 

However despite this figure being far below the standard established by the United Nations, 

which is 0.7% (OECD, 2011), it appears in figure 5.1 that also for the DAC members this is 
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difficult to achieve since only 5 of the 23 DAC members could attain this percentage in 2011. 

Even the United States, which is the world's largest national economy, has ODA which 

represents only 0.20% of its GNI.   

Yet, there are several reasons influencing Taiwan’s low level of ODA, however probably 

the main reason is the prevailing uncertainty about Taiwan’s international political status and 

subsequently the restricted number of states which recognize the island. 

 

Figure 5.1: Net ODA in 2011 from OECD-DAC member countries (as a percentage of GNI) 

 

Source: OECD 

  

 

The ROC’s foreign assistance has been an essential mechanism, largely, for the 
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Taiwan provides aid without rigorous conditionalities such like the U.S. (like the example of 

U.S.-El Salvador relations described in the 2
nd

 chapter) or the E.U do; to South Pacific, African, 

Latin American and Caribbean countries (Atkinson, 2014).   

As Joel Atkinson stated in “Aid in Taiwan’s foreign policy: putting Ma Ying-jeou’s aid 

reforms in historical Perspective”, the ROC’s foreign aid can be viewed as a result of three 

challenging and persistent pressures: preserving the number of diplomatic relationships, 

enhancing its global reputation, and the encompassing aid expenditure. The tacit “diplomatic 

truce” between the ROC and the PRC has meaningfully diminished the pressure between these 

three constraints on Taipei’s overseas aid policy, and the Ma Ying-jeou administration has 

decreased funding assistance, has enhanced the administration of assistance programs and 

requires more accountability from beneficiary governments. Yet, accountability and 

administration of the Taipei Government itself persists narrowly (Atkinson, 2014). 

In 2009, the ROC launched its first White Paper on Foreign Aid Policy which defined the 

national procedure of its foreign assistance. In June 2010, the MOFA
40

 created the International 

Cooperation and Development Act (appendix II) which delineated the content, goals, and values 

to enhance Taiwan’s foreign aid affairs, aiming to bring Taiwan’s international assistance 

projects to conform to international norms.  Recently, the ROC has kept on modifying related 

laws and regulations to foster more demanding and efficient assistance operations (Atkinson, 

2014), consequently Taiwan ICDF carried out considerable organizational reforms and strategies 

(Taiwan ICDF, 2010).                    

 Alike the White Paper, the Act is more a public diplomacy endeavor than legislation to 

regulate Taiwan assistance program, which stated a lawful basis as a guideline for Taiwanese 

overseas aid events (Atkinson, 2014). However, despite the ambiguity of this act, it brought to 
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the Taiwanese foreign aid assistance management, more effectiveness and transparency. One of 

the actions taken by the government for this aim was the reduction of aid funding but managed 

more effectively and transparently, turning Taiwan’s aid program less exposed to charges of 

waste and corruption. Also Taiwan’s aid goals are clearer, in the article 5 of this act states that 

besides to be for promoting diplomatic relations and enhancing friendly relations with nations 

that already have official ties, are for ameliorating the welfare of the people of the Taiwan’s 

diplomatic allies and friendly developing countries by reducing poverty, growing income and 

raising living standards; guaranteeing human security and promoting peace, democracy, human 

rights, humanitarian care and sustainable development.  

 In some of the projects implemented by Taiwan in El Salvador, have promoted some of 

these values, such as what the technical missions have been doing for more than 40 years in 

improving pig farming, aquaculture, fisheries, shrimp cultivation, horticulture, fruit growing, 

forestry and agro-business; also ROC has promoted the enhancing the health sector  such as what 

the mobile medical mission has been doing in El Salvador and other countries as well as the 

improvement of Salvadoran health infrastructure; the humanitarian aid El Salvador has received 

for recovering from natural disasters, projects related with water supply and sanitation, etc.   

 However, since there is an unclear evaluation of the real benefits of most of the 

development programmes once they were implemented in the country, except the infrastructure 

enhancement projects (e.g. the modernization of the Ministry of Foreign Affairs in El Salvador) 

which are tangible; it was not possible to do an assessment of the real benefits El Salvador has 

been received from Taiwanese cooperation.  
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 Regarding to PRC foreign assistance, according to the CRS Report Congress (2009) 

“China’s Foreign Aid Activities in Africa, Latin America, and Southeast Asia” is hard to 

quantify, one of the reasons being that China manages foreign aid without a centralized system, 

foreign aid agency, or regularized annual allotments, in contrast to Taiwan.  

In accordance with the U.S. Congressional Research Service (2008) research about China’s 

global influence was hindered by a shortage of reliable records on Chinese international 

assistance and by a scarcity of transparency on whether and how the PRC implements large and 

prominent investment agreements. Chinese aid comes from several state agencies with no 

regularized funding schedule.  

Conforming to China’s Foreign Aid policy the Ministry of Commerce (MOFCOM) is the 

administrative entity accredited by the State Council to manage foreign assistance, specifically 

the Department of Aid to Foreign Countries. The Export-Import Bank of China (China EXIM 

Bank) is in charge of the appraisal of projects with concessional loans, and the apportionment 

and recovery of loans. Chinese embassies or consulates overseas are responsible of the direct 

coordination and administration of development aid projects in the pertinent countries (Chinese 

Government, 2014). Additionally other ministries and the Communist Party have international 

cooperation departments as well, which likely have some development programmes abroad. 

Among those ministries are the Ministries of Health, Agriculture, Science and Technology and 

Foreign Affairs (Grimm et al., 2011)  

MOFCOM is the main institution subsidiary to the State Council through which all sorts of 

investment and aid flow should be channeled (van der Lugt et al. 2011). Subsidiary bodies to 

MOFCOM are the Department of Aid to Foreign Countries in Beijing and Economic Councillors 

delegated at the respective embassies and consulates abroad. Also it is the only accredited source 
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for data, even though the institution may not report on all other ministries' flows, hence to a 

certain extent miscalculate the global figures (Grimm et al., 2011). 

Moreover loans are a relevant feature in development finance, whatsoever their level of 

concessionality. Therefore, state banks play a crucial role in Chinese development cooperation. 

These banks are the China EXIM Bank, the Agricultural Development Bank and the China 

Development Bank (Grimm et al., 2011).  

The China EXIM Bank is the main political bank in PRC, which delivers export credits to 

Chinese firms and international clients, offers foreign exchange guarantees and manages the 

Chinese government’s concessional loans to governments from abroad.  Furthermore, for the 

execution of the assistance PRC does not have a specific agency. Rather it relies on Chinese 

enterprises which are hired for carrying out the projects in the receptor country (Grimm et al., 

2011).   

On the other hand, the beneficiary countries of Beijing investment and trade are more 

interested to the fact that Chinese funding generally comes with no good governance conditions, 

environmental regulations, human rights requirements and approved-project constraints, that 

characterize other Western state investments (Congressional Research Service, 2008), such as 

some EU countries or U.S. style, thus generating much criticism from many of the major donor 

countries to Chinese foreign aid procedures.   

China’s foreign assistance consists mainly of concessional loans, debt relief and subsidized 

investments in natural resources and infrastructure. A relatively small portion of Chinese aid 

includes social welfare programs, development grants, humanitarian assistance and food aid, and 

little military and security-related assistance. A small portion of PRC foreign assistance activities 

meet the OECD’s definition of ODA (Lum et al., 2009). In accordance with Grimm et al. in their 
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study about the Transparency of Chinese Aid, Chinese count as aid the building of sports 

facilities, military aid and sponsored loans for cooperation projects and joint ventures, but DAC 

members do not include them in their reports, and there are some issues that DAC members 

report as aid, but Chinese does not include in their aid figures, such as debt relief, costs for 

international students, administrative expenses for assistance and costs for first year refugees in 

the aid-provider country. 

Regarding to Beijing’s economic investments abroad, some of them might be add up as aid 

rather than foreign direct investment (FDI) because they are insured by bilateral treaties, 

preventing financial jeopardize upon the Chinese firms implicated. On the other hand, Chinese 

aid projects besides having more funds and more short term in a certain extent than the 

Taiwanese ones, to a large degree serve its own development such as exporting raw materials to 

China more easily, having as a conditionality that 50% of project materials and services are to be 

supplied by PRC (Lum et al., 2009).  

Moreover, in 2010, Beijing’s ODA was estimated to be US$2 billion, which represented 

only the 0.04% of its GNI (Coleman, 2013); while U.S ODA was US$30 billion equivalent to 

0.21% of its GNI (OECD, 2012). However despite these figures, China can be seen as an 

important donor.  

OECD identifies a variety of funds out of the definition of ODA such as natural-resource-

backed lines of credit, subventions for private investment, export credits and excludes FDI, 

called Other Official Flows (OOF). OOF is normally excluded from ODA because of the issue 

about the development repercussions of being recurrently linked to OOF agreements, such as 

attaching the funds to the use of services and goods from the benefactor country. Hence Beijing’s 

OOF is greater than its ODA. The U.S. and other OECD-DAC countries also deliver several 
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kinds of OOF, but at an extent far lower than that of the PRC. For instance, the Ex-Im Bank of 

the U.S. disbursed under $10 billion in loans to Africa during 2005-2013, during which time 

China EXIM Bank reportedly paid out US$38 billion for the same region (Coleman, 2013).  

In sum, all monetary flows coming from the PRC for trade, investment or foreign 

assistance are numerous, especially for developing countries. Costa Rica is benefiting from these 

flows, perhaps not in the same manner as it was with the ROC, from which perhaps the worst 

loss was its development cooperation which was a regular non-reimbursable aid. In fact, the 

greatest benefit Costa Rica is obtaining from the relations with the PRC is the trade, investment 

and significant proximity to Asia. For instance, since 2008 Costa Rica has become an observer 

member of APEC, supported by China (Rodriguez, 2013). 

According to Mario Rodriguez in his article “China or Taiwan? The Paradoxes of Costa 

Rica and Nicaragua (2006-2008)”, in terms of the trade and investment between Costa Rica and 

the ROC, although they had official ties, Taiwan was not strongly linked to the local economy. In 

the middle of 2005 the cumulative Taiwanese investment in Costa Rica accounted for just 

US$ 16.6 million in 2006 and Costa Rica’s exports to Taiwan represented less than 1% of its 

exports, US$ 95.5 million. By contrast, the PRC was already at that time the second largest 

trading partner of Costa Rica, exporting in 2006 products to China worth US$ 1,082.8 million 

(Rodriguez, 2013).   

The PRC’s assistance to Costa Rica allegedly was directly associated to the Central 

American nation’s setting up of diplomatic ties with China (and cessation of relations with ROC) 

in 2007. Another reason was the opportunity for China to open up an alternative market and 

investment. However, in accordance with many scholars, PRC recognizes that the United States 

remains the main political and economic sway in the Western Hemisphere (Lum et al., 2009). 
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5.3 Challenges and Opportunities  

The so-called checkbook diplomacy or dollar diplomacy is one of the greatest challenges 

that these Asian countries have been facing. Both the PRC and the ROC have been involved in a 

diplomatic competition, thus using as a tool to obtain more allies or maintain them, the so-called 

“dollar diplomacy”, which consists of giving to the recipient country expensive projects such as 

the building of infrastructure, the distribution of checks, loans and financial gifts or by the 

government to obtain diplomatic favors from other nations (Calello, 2013). For the PRC the main 

objective has been to isolate the ROC from the international community, to secure more raw 

materials, and for the ROC it has been for gaining more international recognition, especially 

from the UN. This practice has been implemented by both countries in some Central American 

and Caribbean countries.  

Nonetheless, it appears this practice was more used by previous governments to President 

Ma’s. Since the tacit diplomatic truce promoted by Ma Ying-jeou between the ROC and PRC, it 

seems there have not been more cases in which Taiwan has been involved in this kind of 

corruption scandal.  

However, according to scholars, China remains to be practicing the dollar diplomacy once 

Costa Rica established diplomatic relations with the PRC and severed them with the ROC. For 

instance, in September 2008, Costa Rican constitutional‐court records disclosed that China had 

arranged to buy US$300 million of Costa Rican bonds as a gift for cutting ties with the island 

(Olsen, 2009; COHA
41

, 2013). 

Another challenge that the 4 countries are facing is the transparency in terms of the 

publication of their figures of either the provision or reception of the foreign aid. This was the 

greatest limitation of this research, especially China and El Salvador.  Besides, as it was 
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mentioned above, many scholars concur that their research of Chinese foreign aid was a big 

challenge since they do not publish all aid figures and their allocations is unclear.     
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Chapter 6: CONCLUSIONS AND SUGGESTIONS 

 

 Despite there being a diplomatic truce between the ROC and the PRC which seems to have 

been respected by both countries, there is the fear of its status once President Ma finishes his 

term in office, given to its impact to the current relations between both Republics and with their 

respectively allies.    

 On the other hand, in accordance with the analysis of Taiwan’s foreign assistance, it is 

evident that has characteristics of the NSC, due to it is organized and structured, usually long-

term, has a regularized schedule, the administration is centralized in an agency of cooperation, 

it’s diversified and has technical missions depending to the kind of project to be implemented. 

Additionally, Taiwan promotes respect of human rights, democracy, human resources 

development and environment sustainability, stated in the characteristics of NSC in the second 

chapter of this research, set out in the International Cooperation and Development Act (Article 5). 

 In addition, at the beginning of the third chapter there is information which proves the 

industrialization of Taiwan, from which some of the indexes provided are compared with 

different developed countries such as Sweden, France, Germany, Austria and Finland, in order to 

show the degree of well-being Taiwan have achieved until 2012. Therefore there is no discussion 

Taiwan is a newly industrialized country, perhaps with some limitations that the island is still 

struggling to overcome. 

 On the other hand, Taiwan’s political status is still a dilemma for the island, since it is not 

internationally recognized as a country, especially by the UN, therefore this situation limits the 

capacity that Taiwan could have in terms of economic growth and foreign aid. Taiwan’s ODA 

reflects these limitations since the country does not have yet enough capacity to provide foreign 

assistance within the range provided by the UN (7%).  Moreover, since Taiwan is implementing 
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foreign aid to gain recognition internationally makes the disbursements have few restrictions and 

requirements for the receptor. Therefore, with the characteristics explained above plus these 

limitations explained above Taiwan’s foreign aid presents, we can conclude that Taiwan’s 

development aid tends to be North-South Cooperation 

   In the case of China’s foreign aid, by contrast of Taiwan, has a little diversification, is 

more short term and its ODA is minimal despite its payouts being much higher than Taiwan’s 

and does not have the features according to the established ones by the OECD. Moreover, China 

is still considered by several scholars (some of them are included in this research) as a 

developing country which is reflected in the indexes provided in this paper in which there is no 

discussion about the growth of China’s economy, but the development and welfare is not yet 

spread throughout the country. With all these characteristics, we can conclude that China’s 

cooperation tends to be South-South.  

 Suggestions 

 On the other hand, China and Taiwan should make sure they no longer get involved in 

corruption scandals. El Salvador and Costa Rica were already involved in this situation. 

Although some receptor countries could be benefited sometimes by these disbursements or “gifts” 

such as it happened with the construction of the stadium in Costa Rica and in other China’s allies, 

some other receptor countries only a few or one person benefited, as occurred in Guatemala 

where the beneficiary was a former president (2000-2004), who was already sentenced in the U.S. 

for accepting a secret financial transfers from Taiwan in that time (Gubin, 2014).   

 Furthermore, the ROC promised to help and establish close commercial ties in exchange 

for official recognition in the United Nations and other international organizations. Over the 

years, Haiti, Saint Kitts and Nevis and other countries with small economies dependent on aid 
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have benefited financially from the competition between China and Taiwan. Some countries 

such as Panama and El Salvador have recognized Taiwan for years, while others - Nicaragua, 

Saint Lucia, for example - have maximized the opportunities of improving their economies by 

alternating affiliation between China and Taiwan (Meyers, 2012). However it appears El 

Salvador has projected to improve the trade with PRC. 

 El Salvador have benefited for decades from Taiwanese development cooperation, 

however the current President has estimated to create a public-private commercial office in 

China.  According to Central Reserve Bank of El Salvador, during 2014, El Salvador has 

imported a total of US$ 225 million and 733 products from the PRC, while it has exported only 

around US$ 2 million and 307 products. From 2012-2013 both imports and exports increased: 

from US$ 603 to US$ 702 million; and US$ 3.6 to US$ 5.3 million, respectively (Soriano, 2014). 

This can be an indicator for El Salvador to set out trade relations with China, without 

recognizing the country diplomatically. The suggestion is that the current Salvadoran 

government has to work on the development of the national CONAMYPE in order to enhance 

and diversify Salvadoran supply for accounting with a better capacity to establish business with 

such a big economy. 

 Moreover the countries studied should work on the transparency of the publication of all 

figures either the provision or reception of the foreign aid, especially China and El Salvador, as 

well as each government should publish the evaluations of the development programs once they 

were implemented, in this case, in Costa Rica and in El Salvador, in order to prove the real 

benefits both populations are receiving from the development aid.   
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APPENDIX I 

 

 

Map 1: China and Taiwan 

 
 

 

Map 2: Geographic Location of El Salvador and Costa Rica in Central America  
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APPENDIX II 

 

INTERNATIONAL COOPERATION AND DEVELOPMENT ACT 

The following 16 articles, stipulated on May 18, 2010, were promulgated on June 15, 2010, 

through Presidential Decree No. Hua-Zong-I-Yi-09900146501 

 

Article 1 

This Act aims to help the Republic of China (Taiwan) (hereinafter the “ROC”) enhance its 

foreign relations and assume its international responsibilities, as well as to establish the goals, 

principles, scope, methods and partners with respect to international cooperation and 

development affairs. 

 

Article 2 

Unless otherwise covered by treaties or agreements between the ROC and its diplomatic allies, 

friendly countries or intergovernmental organizations, international cooperation and 

development affairs shall be governed by this Act. 

 

Article 3 

The competent authority in charge of administering this Act is the Ministry of Foreign Affairs. 

 

Article 4 

The term “international cooperation and development affairs” as used in this Act refers to 

cooperation and development projects carried out between the ROC and either its diplomatic 

allies, friendly countries, intergovernmental organizations or international non-governmental 

organizations in order to provide governmental development assistance, humanitarian aid or 

other related forms of cooperation and development projects. 

 

Article 5 

The goals of international cooperation and development affairs are as follows:  

1. To promote diplomatic relations; 

2. To enhance friendly relations with countries that do not have diplomatic ties with the 

ROC; 

3. To promote cooperation with intergovernmental organizations and international non-

governmental organizations; 

4. To improve the welfare of the people of the ROC’s diplomatic allies and friendly 

developing countries by increasing income, alleviating poverty and raising living 

standards; 
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5. To ensure human security and safeguard such universal values as peace, democracy, 

human rights, humanitarian care and sustainable development; 

6. To fulfill international obligations and responsibilities, and actively contribute to the 

international community. 

 

Article 6 

International cooperation and development affairs shall be handled in accordance with the 

following principles: 

1.  To draw on the ROC’s development experience and comparative advantages to assist 

partner countries in their overall development strategies and establish partnerships 

accordingly; 

2.  To promote the economic and social development of partner countries in line with 

international development trends and key issues; 

3.  To assist partner countries in increasing government effectiveness, improving the 

quality of human resources, boosting employment and enhancing the competitiveness 

of the private sector; 

4.  To help partner countries in formulating development strategies, ensuring the welfare of 

their people and promoting sustainable development; 

5.  To participate in aid and development projects run by inter-governmental organizations 

and international non-governmental organizations, and establish cooperative 

relationships accordingly; 

6.  International cooperation and development projects shall be in the ROC’s national 

interests. 

 

Article 7 

The scope of international cooperation and development affairs shall be as follows: 

1. To participate in bilateral or multilateral cooperation and development projects to improve 

the basic social, economic and production infrastructure, and promote sustainable 

development in the diplomatic allies of, or countries friendly to, the ROC, with 

reference to the official development assistance (ODA) categories of the Organization 

for Economic Cooperation and Development; 

2. To provide humanitarian aid to countries and people suffering from natural disasters or 

wars; 

3. Other matters related to international cooperation and development affairs. 

 

Article 8 
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The following methods may be used for international cooperation and development affairs:  

1. Technical assistance and capacity building; 

2.  Investments; 

3.  Loans; 

4.  Guarantees; 

5.  Financial donations; 

6.  Gifts in kind; 

7. Dispatch of personnel; 

8. Development strategy consultations; 

9. Other feasible methods. 

The regulations pertaining to the means, procedures, parties involved and other relevant 

requirements for handling the affairs in the preceding paragraph shall be prescribed by the 

competent authority and submitted to the Executive Yuan for approval.  

 

Article 9 

International cooperation and development affairs shall be handled by the competent authority or, 

depending on their nature, by other government agencies/institutions with the relevant authority. 

Where necessary, the competent authority may coordinate with other agencies/institutions to 

handle the affairs. 

Where a government agency/institution other than the competent authority handles international 

cooperation and development affairs, it shall give prior notice and periodically send updates to 

the competent authority. For international cooperation and development projects already 

underway on the date this Act enters into force, the competent authority shall be informed and 

periodically sent updates. 

 

Article 10 

Partners in international cooperation and development affairs shall be foreign governments, 

intergovernmental organizations, international non-governmental organizations and other foreign 

institutions, organizations or professionals recognized by the ROC government. 

If a cooperation partner is deemed likely to harm the interests of the ROC or its people, the 

competent authority or other government agencies/institutions, legal entities, organizations and 

professionals shall immediately cease cooperation with the said partner and seek compensation, 

where appropriate.  

 

Article 11 

When handling international cooperation and development affairs, the competent authority or 

other government agencies/institutions may first commission the International Cooperation and 

Development Fund, or commission other legal entities, organizations or professionals to handle 

them. 
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When commissioned in accordance with the preceding paragraph, the International Cooperation 

and Development Fund may then commission domestic or foreign financial institutions, legal 

entities, or other professional institutions to handle the affairs, where necessary. 

 

Article 12 

The competent authority shall actively coordinate with local governments, non-governmental 

organizations or public/private enterprises to participate in international cooperation and 

development affairs, and provide necessary assistance. 

In order to encourage the people of the ROC to participate in international cooperation and 

development affairs, the competent authority or other government agency/institution shall make 

public through its website, or other suitable channels, details of the latest international 

cooperation and development projects, except for classified information. 

 

Article 13 

The competent authority or other government agencies/institutions handling international 

cooperation and development affairs shall plan, evaluate, supervise and assess the 

implementation of all related matters. For public construction projects that cost more than US$5 

million and that fulfill one or more of the following conditions, an objective and impartial 

opinion on project feasibility from a third party shall be provided: 

1. Funded entirely by the ROC government; 

2. Handled by the competent authority; 

3. Procurement takes place in the ROC at the request of the recipient country’s government. 

Following consultations with relevant government agencies/institutions and the International 

Cooperation and Development Fund, the competent authority shall draw up regulations for the 

planning, evaluation, supervision and assessment of the implementation of the international 

cooperation and development affairs mentioned in the preceding paragraph, and submit them to 

the Executive Yuan for approval. 

 

Article 14 

The funds available for international cooperation and development affairs shall depend on the 

government’s financial position, as well as consideration of international foreign aid standards. A 

classified budget may be arranged for projects that involve national secrets.  

 

Article 15 

Each year, a report on the ROC’s promotion of international cooperation and development affairs 

shall be drawn up by the competent authority and submitted to the Executive Yuan, which shall 

forward it to the Legislative Yuan for reference. Where projects involve classified information, 

related discussions, reports and documents shall not be made public. 

 

Article 16 

This Act shall enter into force on the date of its promulgation. 
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APPENDIX III 

 

Table 1. Comparison of CAFTA Tariffs for Taiwanese Companies in Central America 

which export to U.S. 
Tariff Code Product Current Rate CAFTA Rate 

1.Articles of apparel and clothing accessories 

6113~6117 Articles of apparel and clothing accessories, knitted or 
crocheted 

0~32% 0% 

6201~6215 Articles of apparel and clothing accessories, not knitted 
or crocheted 

0~28.6% 0% 

2.Articles of Plastics 

3901~3926 Articles of plastics 0%~6.5% 0% 

3.Fresh Vegetables 

0701~0709 Edible vegetables and certain roots and tubers 0%~21.3% 0% 

4.Aqua farming 

0302 Fish, fresh or chilled, excluding fish fillets and other fish 
meat 

0% 0% 

0303 Fish, frozen 0% 0% 

0306 Crustaceans, whether in shell or not, live, fresh, chilled, 
frozen, dried, salted or in brine; crustaceans, in shell, 
cooked by steaming or by boiling in water, whether or 
not chilled, frozen, dried, salted or in brine; flours, 
meals and pellets of crustaceans, fit for human 

consumption） 

0% 

（Crab Meat）

7.5% 

0% 

5.Frozen Foods 

0710 Vegetables (uncooked or cooked by steaming or boiling 
in water), frozen 

14% 0% 

2004 Other vegetables prepared or preserved otherwise than 
by vinegar or acetic acid, frozen 

6.4% 0% 

2009 Fruit juices (including grape must)and vegetable juices, 
unfermented and not containing added spirit, whether 
or not containing added sugar or other sweetening 
matter 

US 

7.85cents/liter 

0% 

6.Processed Foods 

1601~1605 Preparations of meat, of fish or of crustaceans, 
mollusks or other aquatic invertebrates 

0%~20% Most products 
at 0%; others 
subject to a 

linear reduction 
of tariffs over a 
period of years 

1701~1704 Sugars and sugar confectionery 0%~12.2% 
some products 
subject to tariffs 

on aggregate 
quantity 

Most products 
at 0%; others 

subject to quota 
tariff rates 

1801~1806 Cocoa and cocoa preparations 0%~10% 
some products 
subject to tariffs 

Most products 
at 0%; others 

subject to quota 
tariff rates 
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on aggregate 
quantity 

1901~1905 Preparations of cereals, flour, starch or milk; pastry 
products 

0%~17.5% 
some products 
subject to tariffs 

on aggregate 
quantity 

Most products 
at 0%; others 
subject to a 

linear reduction 
of tariffs over a 
period of years 

2001~2009 Preparations of vegetables, fruit, nuts or other parts of 
plants 

0%~22.4% 
some products 
subject to tariffs 

on aggregate 
quantity 

Most products 
at 0%; others 
subject to a 

linear reduction 
of tariffs over a 
period of years 

2101~2106 Miscellaneous edible preparations 0%~20% 
some products 
subject to tariffs 

on aggregate 
quantity 

Most products 
at 0%; others 
subject to a 

linear reduction 
of tariffs over a 
period of years 

2201~2209 Beverages, spirits and vinegar 0%~17.5% 
some products 
subject to tariffs 

on aggregate 
quantity 

Most products 
at 0%; others 
subject to a 

linear reduction 
of tariffs over a 
period of years 

2301~2309 Residues and waste from the food industries; prepared 
animal fodder 

0%~7.5% 
some products 
subject to tariffs 

on aggregate 
quantity 

Most products 
at 0%; others 
subject to a 

linear reduction 
of tariffs over a 
period of years 

2401~2403 Tobacco and manufactured tobacco substitutes 0%~350% 
some products 
subject to tariffs 

on aggregate 
quantity 

Most products 
at 0%; others 
subject to a 

linear reduction 
of tariffs over 

15 years 
7.Animal or Vegetable Fats and Oils 

1501~1522 Animal or vegetable fats and oils and their cleavage 
products; prepared edible fats; animal or vegetable 
waxes 

0%~19.1% 
some products 
subject to tariffs 

on aggregate 
quantity 

0% 

8.Mechanical Appliances 

8414 Air or vacuum pumps, air or other gas compressors 
and fans; ventilating or recycling hoods incorporating a 
fan, whether or not fitted with filter 

0%~4.7% 0% 

8509 Electro-mechanical domestic appliances, with self-
contained electric motor; Vacuum cleaners 

0%~4.2% 0% 

8516 Electric instantaneous or storage water heaters and 
immersion heaters; electric space heating 
apparatus and soil heating apparatus; electro-thermic 
hairdressing apparatus (for example, hair dryers, hair 

0%~5.3% 0% 
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curlers, curling tong heaters) and hand dryers; electric 
smoothing irons; other electrothermic appliances of a 
kind used for domestic purposes; electric heating 
resistors 

9.Hand Tools 

8201 Hand tools 0%~6.2% 0% 

8202 Hand saws; blades for saws of all kinds (including 
slitting, slotting or toothless saw blades) 

0%~7.2% 0% 

8203 Files, rasps, pliers (including cutting pliers), pincers, 
tweezers, metal cutting shears, pipe-cutters, bolt 
croppers, perforating punches and similar hand tools 

0%~12% 0% 

8204 Hand-operated spanners and wrenches (including 
torque meter wrenches but not including tap wrenches); 
interchangeable spanner sockets, with or without 
handles 

9% 0% 

8205~8215 Hand tools (including glaziers' diamonds), not 
elsewhere specified or included 

0%~84.% 0% 

10.Vehicles and Parts and Accessories 

8703 Motor cars and other motor vehicles principally 
designed for the transport of persons 

2.5% 0% 

8704 Motor vehicles for the transport of goods 0%~25% 0% 

8705 Special purpose motor vehicles, other than those 
principally designed for the transport of persons or 
goods 

0% 0% 

8706 Chassis fitted with engines, for the motor vehicles of 
headings Nos.87.01 to 87.05 

0%~4% 0% 

8707 Bodies (including cabs), for the motor vehicles of 
headings Nos.87.01 to 87.05 

0%~4% 0% 

8708 Parts and accessories of the motor vehicles of 
headings Nos. 87.01 to 87.05 

0%~2.5% 0% 

11.Motorcycles and Parts and Accessories 

8711 Motorcycles (including mopeds) and cycles fitted with 
an auxiliary motor, with or without side-cars; side-cars 

0%~2.4% 0% 

8714 Parts and accessories of vehicles of headings 
Nos.87.11 to 87.13 

0%~10% 0% 

12.Bicycles and Parts and Accessories 

8712 Bicycles and other cycles (including delivery tricycles), 
not motorized 

3.7%~11% 0% 

8714 Parts and accessories of vehicles of headings 
Nos.87.11 to 87.13 

0%~10% 0% 

13.Handbags and Similar Containers 

4202 Trunks, suit-cases, vanity-cases, executive-cases, 
brief-cases, school satchels, spectacle cases, binocular 
cases, camera cases, musical instrument cases, gun 
cases, holsters and similar containers; traveling bags, 
toilet bags, rucksacks, handbags, shopping bags, 
wallets, purses, map-cases, cigarette-cases, tobacco-
pouches, tool bags, sports bags, bottle-cases, jewellery 
boxes, powder-boxes, cutlery cases and similar 
containers, of leather or of composition leather, of 
sheeting of plastics, of textile materials, of vulcanised 
fibre or of paperboard, or wholly or mainly covered with 

0%~20% 0% 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

120 
 

such materials or with paper 
14. Footwear 

6401~6406 Footwear, gaiters and the like; parts of such articles 0%~48% Most products 
at 0%; others 
subject to a 

linear reduction 
of tariffs over a 
period of years 

15.Furniture and Articles of Wood 

4401~4421 Wood and articles of wood; wood charcoal 0%~10.7% 0% 

4501~4504 Cork and articles of cork 0%~14% 0% 

4601~4602 Manufactures of straw of esparto and of other plaiting 
materials; basket ware and Wickerwork 

0%~10% 0% 

16.Electrical Machinery and Equipment and Parts 

8525 Transmission apparatus for radiotelephony, radio-
telegraphy, radio -broadcasting or television, whether 
or not incorporating reception apparatus or sound 
recording or reproducing apparatus; television 
cameras; still image video cameras and other video 
camera recorders; digital cameras 

0%~3% 0% 

8526 Radar apparatus, radio navigational aid apparatus and 
radio remote control apparatus 

0%~4.9% 0% 

8527 Reception apparatus for radiotelephony, radio-
telegraphy or radio-broadcasting, whether or not 
combined, in the same housing, with sound recording 
or reproducing 

0%~6% 0% 

8528 Reception apparatus for television, whether or not 
incorporating radiobroadcast receivers or sound or 
video recording or reproducing apparatus; video 
monitors and video projectors 

0%~5% 0% 

8529 Parts suitable for use solely or principally with the 
apparatus of headings Nos.85.25 to 85.28 

0%~4% 0% 

17.Electronic Parts and Accessories 

8473 Parts and accessories (other than covers, carrying 
cases and the like) suitable for use solely or principally 
with the machines of headings Nos.84.69 to 84.72 

0% 0% 

8517 Electrical apparatus for line telephony or line 
telegraphy, including line telephone sets with cordless 
handsets and telecommunication apparatus for carrier-
current line systems or for digital line system; 
videophones 

0% 0% 

8534 Printed circuit 0%~2% 0% 

8542 Electronic integrated circuits and micro assemblies 0% 0% 

18.Medical or Surgical Instruments and Apparatus 

9018 Instruments and appliances used in medical, surgical, 
dental or veterinary sciences, including scintigraphic 
apparatus, other electro-medical apparatus and sight-
testing instruments 

0% 0% 

9020 Other breathing appliances and gas masks, excluding 
protective masks having neither mechanical parts nor 
replaceable filters 

0% 0% 
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9022 Apparatus based on the use of Xrays or of alpha, beta 
or gamma radiations 

0% 0% 

19.Packing Machinery 

8422 Dish washing machines; machinery for cleaning or 
drying bottles or other containers; machinery for filling, 
closing, sealing or labeling bottles, cans, boxes, bags 
or other containers; machinery for capsuling bottles, 
jars, tubes and similar containers; other packing or 
wrapping machinery (including heat-shrink wrapping 
machinery); machinery for aerating beverages 

0%~2.40% 0% 

Source: Central America Trade Office, 

http://www.centralamericaproduct.org/en/trade_content.php?sn=106 
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APPENDIX IV 

 

Policy Paper on Latin America and The Caribbean 

Integral Text as Released by Xinhua News 

05 November 2008 

 

The Chinese government launched its first ever policy paper on Latin America and the Caribbean 

region. The full text of the policy paper is as follows: 

 

CHINA'S POLICY PAPER ON LATIN AMERICA AND THE CARIBBEAN 

 

Foreword 

 

The world today is undergoing major transformation and adjustment. Peace and development are 

the trend of the times. The move toward multi-polarity is irreversible and economic globalization 

is gaining momentum. World peace and development are facing new opportunities as well as 

various challenges. It is in the fundamental interest of people of all countries and also their 

common aspiration to share development opportunities, jointly address challenges and promote 

the noble cause of peace and development of mankind. 

 

As the largest developing country in the world, China is committed to the path of peaceful 

development and the win-win strategy of opening-up. It is ready to carry out friendly cooperation 

with all countries on the basis of the Five Principles of Peaceful Coexistence and build a 

harmonious world of durable peace and common prosperity. 

 

Latin American and Caribbean countries are an important part of the developing world and a 

major force in the international arena. Under new circumstances, the development of relations 

between China and Latin American and Caribbean countries is faced with new opportunities. In 

issuing this policy paper on Latin America and the Caribbean, the Chinese Government aims to 

further clarify the goals of China's policy in this region, outline the guiding principles for future 

cooperation between the two sides in various fields and sustain the sound, steady and all-round 

growth of China's relations with Latin America and the Caribbean. 

 

I. The Status and Role of Latin America and The Caribbean 

 

Latin America and the Caribbean have a long history, vast territory and abundant resources, and 

the region enjoys a good foundation for economic and social growth and huge development 

potential. 

 

Countries in the region have been actively exploring development paths suited to their national 

conditions. They have maintained political stability and continued economic growth, and the life 

of the people is steadily improving. Latin American and Caribbean countries cherish a strong 

desire for self-development through unity and the commitment to promoting regional peace, 

stability and development. The region on the whole is growing in strength and its international 

influence is rising. Latin American and Caribbean countries have taken an active part in 
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international affairs and contributed significantly to world peace and common development. 

They are playing an increasingly important role in regional and international affairs. 

 

II. China's Relations with Latin America and the Caribbean 

 

Though China and Latin America and the Caribbean are far from each other, the two peoples 

enjoy a time-honored friendship. The two sides are at a similar stage of development and face the 

common task of achieving development. Both sides cherish the desire for greater mutual 

understanding and closer cooperation. 

 

During the twenty years or so after the founding of New China in 1949, China and Latin 

America and the Caribbean mainly conducted people-to-people exchanges. In the 1970s and 

1980s, China established diplomatic ties with most countries in the region. Friendly cooperation 

between the two sides in various fields registered momentous growth in the 1990s. Since the 

beginning of the 21st century, the two sides have enjoyed more frequent high-level exchanges, 

stronger political mutual trust and closer cooperation in economy, trade, science and technology, 

culture and education, and mutual support and close coordination in international affairs. New 

progress has been made in relations between the two sides in an all-round way at various levels 

and across a broad spectrum of areas. 

 

Friendly cooperation between China and Latin America and the Caribbean serves the 

fundamental interest of the two peoples. Future growth of relationship between the two sides 

enjoys great potential and broad prospects, and will contribute more significantly to peace and 

development of mankind. 

 

III. China's Policy on Latin America and the Caribbean 

 

To enhance solidarity and cooperation with other developing countries is the cornerstone of 

China's independent foreign policy of peace. The Chinese Government views its relations with 

Latin America and the Caribbean from a strategic plane and seeks to build and develop a 

comprehensive and cooperative partnership featuring equality, mutual benefit and common 

development with Latin American and Caribbean countries. The goals of China's policy on Latin 

America and the Caribbean are: 

 

-- Promote mutual respect and mutual trust and expand common ground. Based on the Five 

Principles of Peaceful Coexistence, China and Latin America and the Caribbean will treat each 

other as equals and respect each other. They will strengthen dialogue and communication, 

enhance political mutual trust, expand strategic common ground, and continue to show 

understanding and support on issues involving each other's core interests and major concerns. 

 

-- Deepen cooperation and achieve win-win results. The two sides will leverage their respective 

strengths, tap the potential of cooperation, and seek to become each other's partner in economic 

cooperation and trade for mutual benefit and common development. 
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-- Draw on each other's strengths to boost common progress and intensify exchanges. The two 

sides will carry out more cultural and people-to-people exchanges, learn from each other and 

jointly promote development and progress of human civilization. 

 

-- The one China principle is the political basis for the establishment and development of 

relations between China and Latin American and Caribbean countries and regional organizations. 

The overwhelming majority of countries in the region are committed to the one China policy and 

the position of supporting China's reunification and not having official ties or contacts with 

Taiwan. The Chinese Government appreciates such a stance. China is ready to establish and 

develop state-to-state relations with all Latin American and Caribbean countries based on the one 

China principle.  

 

IV. Strengthen China's Comprehensive Cooperation with Latin American and 

Caribbean Region 

 

1. In the Political Field 

 

(1) High-Level Exchanges 

 

China wishes to maintain the momentum of close exchanges with leaders of Latin American and 

Caribbean countries to increase mutual understanding and trust, step up exchange of experience 

on governance and consolidate the political basis for the growth of relations with Latin American 

and Caribbean countries. 

 

(2) Exchanges Between Legislatures 

 

The National People's Congress of China wishes to strengthen friendly exchanges with 

parliaments of Latin American and Caribbean countries, the Latin American Parliament, the 

Mercosur Parliament,the Andean Parliament, etc. at multiple levels and through various channels 

on the basis of respecting each other, deepening mutual understanding and promoting 

cooperation so as to enrich and invigorate relations with Latin American and Caribbean countries. 

 

(3) Exchanges Between Political Parties 

 

The Communist Party of China wishes to carry out friendly exchanges of various forms with 

political parties and organizations of Latin American and Caribbean countries on the basis of 

independence, full equality, mutual respect and non-interference in each other's internal affairs to 

learn from each other, increase mutual understanding and friendship, and strengthen mutual trust 

and cooperation. 

 

(4) Consultation Mechanisms 

 

Relevant agencies of the Chinese Government wish to establish and improve the mechanisms of 

standing committee, high-level committee, high-level mixed committee, strategic dialogue, 

political consultation, mixed committee on economy and trade, consultation on economy and 

trade, high-level working group, business cooperation forum, cultural and education mixed 
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committee, and science and technology committee with their counterparts in Latin America and 

the Caribbean to increase consultation and promote exchanges and cooperation. 

 

(5) Cooperation in International Affairs 

The Chinese Government will continue to strengthen coordination and cooperation on 

international issues with Latin American and Caribbean countries, and maintain regular 

consultation with them on major international and regional issues. The two sides will continue to 

support each other on such important issues as sovereignty and territorial integrity. China stands 

ready to work with Latin American and Caribbean countries to strengthen the role of the United 

Nations, make the international political and economic order more fair and equitable, promote 

democracy in international relations and uphold the legitimate rights and interests of developing 

countries. China supports a greater role of Latin American and Caribbean countries in 

international affairs. 

 

(6) Local Government Exchanges 

 

The Chinese side highly values exchanges at the local government level with countries in Latin 

America and the Caribbean. It supports the twinning of provinces/states or cities between China 

and Latin American and Caribbean countries, and exchanges and cooperation in business, 

science and technology, culture and other fields to increase mutual understanding and friendship. 

It attaches great importance to cooperation with Latin American and Caribbean countries in 

international local governments organizations. 

 

2. In the Economic Field 

 

(1) Trade 

 

The Chinese Government will continue to work with its Latin American and Caribbean 

counterparts in the spirit of equality and mutual benefit to expand and balance two-way trade and 

improve the trade structure to achieve common development. At the same time, it will work with 

these countries to properly settle trade frictions through consultation and cooperation. China will, 

on the basis of mutual benefit and win-win cooperation, give positive consideration to 

concluding free trade agreements with Latin American and Caribbean countries or regional 

integration organizations. 

 

(2) Investment Cooperation 

 

The Chinese Government encourages and supports qualified Chinese companies with good 

reputation in investing in manufacturing, agriculture, forestry, fishing, energy, mineral resources, 

infrastructure, and service sector in Latin America and the Caribbean to promote the economic 

and social development of both sides. The Chinese Government will continue to welcome 

investment by Latin American and Caribbean businesses in China. 

 

(3) Financial Cooperation 
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The Chinese Government supports China's monetary and financial regulatory authorities and 

financial institutions in stepping up consultation and professional exchanges and cooperation on 

macroeconomic situation and economic and financial policies with their counterparts in Latin 

American and Caribbean countries. It encourages Chinese commercial banks to set up branches 

in Latin America and the Caribbean. It will push for the conclusion of banking regulatory 

cooperation agreements with Latin American and Caribbean countries as appropriate, and work 

with them to jointly combat money laundering and terrorist financing. 

 

(4) Agricultural Cooperation 

 

The Chinese Government will promote exchanges and cooperation in agricultural science and 

technology with Latin American and Caribbean countries through holding agricultural technique 

training programs and dispatching technicians to the Latin American and Caribbean region. An 

information exchange mechanism will be established to discuss issues of common interest. 

Cooperation in flora and fauna inspection will be intensified and agricultural trade will be 

expanded to jointly uphold food security. 

 

(5) Industrial Cooperation 

 

The Chinese side wishes to strengthen exchanges with Latin American and Caribbean countries 

in industry. It is desirable to establish and improve relevant cooperation mechanisms, share best 

practices in each other's industrialization process, and promote and deepen practical cooperation. 

 

(6) Infrastructure Construction 

 

The Chinese side will strengthen practical cooperation with Latin American and Caribbean 

countries in transport, information and communications, water conservancy and hydropower and 

other areas of infrastructure development, scale up project contracting in the region, and conduct 

mutually beneficial cooperation in various ways so as to contribute its share to further 

infrastructure development in the region. 

 

(7) Resources and Energy Cooperation 

 

The Chinese side wishes to expand and deepen mutually beneficial cooperation with Latin 

American and Caribbean countries in resources and energy within bilateral cooperation 

frameworks. 

 

(8) Customs Cooperation 

 

The Chinese side wishes to strengthen exchanges and cooperation with Latin American and 

Caribbean countries on customs by increasing exchanges between customs officers of the two 

sides and promoting trade security and facilitation. Exchanges and consultation will be increased 

on issues of mutual concern, such as smuggling and business fraud. Negotiations aimed at 

concluding documents on mutual administrative assistance with customs authorities of relevant 

countries will be held in due course. 
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(9) Cooperation on Quality Inspection 

 

The Chinese Government wishes to step up exchanges and cooperation with Latin American and 

Caribbean countries on quality inspection, technical barriers to trade (WTO/TBT) and sanitary 

and phytosanitary measures (WTO/SPS), and establish and improve consultation mechanisms on 

quality inspection to ensure product quality and food safety. The two sides will strengthen 

exchanges and consultation on issues of  mutual interest such as product quality, food safety, and 

quarantine of entry animals and plants, leading to the signing of protocols on quarantine of entry 

products. They will also conduct active exchanges and cooperation on measurement and 

standardization. 

 

(10) Tourism Cooperation 

 

The Chinese side will expand tourism cooperation with Latin American and Caribbean countries 

to enhance mutual understanding and friendship between the two peoples. The Chinese side will 

make vigorous efforts to promote visits by Chinese tourist groups to Latin American and 

Caribbean countries. It also welcomes citizens of Latin American and Caribbean countries to 

visit China. 

 

(11) Debt Reduction and Cancellation 

 

The Chinese Government will, based on its consistent policy on debt reduction and cancellation, 

discuss with relevant Latin American and Caribbean countries ways to relieve their debts as 

China's ability permits. The Chinese Government will also continue to call upon the international 

community, developed countries in particular, to take more concrete steps to reduce and cancel 

debts owed by Latin American and Caribbean countries. 

 

(12) Economic and Technical Assistance 

 

The Chinese Government will, according to its financial capability and level of economic and 

social development, continue to provide economic and technical assistance to relevant Latin 

American and Caribbean countries without attaching any political conditions. The Chinese 

Government will work within its ability and gradually increase its assistance to Latin American 

and Caribbean countries to meet their needs. 

 

(13) Multilateral Cooperation 

 

The Chinese Government is ready to strengthen consultation and coordination with Latin 

American and Caribbean countries in multilateral trade and financial institutions and regimes, 

with a view to promoting South-South cooperation, bringing about a more just and equitable 

multilateral trading regime and ensuring a bigger say and greater role in decision-making for 

developing countries in international trade and financial affairs. 

 

(14) Chamber-of-Commerce Cooperation 
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The Chinese side will deepen its cooperation with chambers of commerce of Latin America and 

the Caribbean and push forward exchanges between business communities of the two sides 

through the China-Latin America Entrepreneur Summit, China-Caribbean Entrepreneurs 

Meeting and other mechanisms, in an effort to achieve win-win results. 

 

3. In the Cultural and Social Aspects 

(1) Cultural and Sports Exchanges 

 

The Chinese Government will work actively to follow up on cultural cooperation agreements and 

relevant implementation programs signed with Latin American and Caribbean countries, 

maintain regular exchange of visits between cultural authorities of the two sides, and strengthen 

interaction and cooperation between cultural and art institutions and professionals of the two 

sides. To meet the needs for cultural exchange and market demand, the two sides will provide 

guidance for and push forward a variety of cultural exchange programs among various 

communities of the two sides. 

 

The Chinese side will keep the momentum of exchanges between the sports authorities and 

national Olympic committees, and encourage direct contacts between sports associations of the 

two sides. Guidance and encouragement will also be given to bilateral sports exchanges in 

various forms. 

 

(2) Cooperation in Science, Technology and Education 

 

The Chinese side is ready to enhance scientific and technological exchanges with Latin 

American and Caribbean countries through the mixed committee on bilateral science and 

technology cooperation and high-level coordinating mechanism. The Chinese side will also 

strengthen cooperation with Latin America and the Caribbean in aeronautics and astronautics, 

bio-fuel, resources and environment technology, marine technology and other areas of shared 

interest. The Chinese side will promote wider application of Chinese technologies on energy-

conservation, digital medical treatment, small hydropower and other results of scientific research 

and advanced applied techniques in Latin America and the Caribbean. The Chinese side will 

provide Latin American and Caribbean countries with technical training, services and 

demonstration, and step up cooperation and exchanges on the educational front with Latin 

American and Caribbean countries through bilateral and multilateral cooperation mechanisms. 

The Chinese side will work for the conclusion of the agreement on mutual recognition of 

diplomas and academic degrees, and increase the number of Chinese government scholarships 

for Latin American and Caribbean countries. 

 

(3) Cooperation in Medical and Health Care 

 

The Chinese Government will vigorously promote exchanges and cooperation in the medical and 

health care sector with Latin American and Caribbean countries, and share experience and carry 

out cooperation in such areas as disease control, response to public health emergencies, and 

control of HIV/AIDS and bird flu. The Chinese Government will continue to send medical 

contingents equipped with necessary medicines and medical equipments to relevant countries to 

help improve local medical facilities and train local medical professionals. 
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(4) Consular Cooperation and Personnel Exchanges 

 

The Chinese Government will develop and deepen consular relations with Latin American and 

Caribbean countries, and strengthen and expand exchanges and cooperation between the consular 

departments of the two sides. The Chinese Government will carry out bilateral or multilateral 

friendly discussions with Latin American and Caribbean countries on consular issues of shared 

interest to address each other's concerns through the establishment of a consular consultation 

mechanism. The Chinese Government will take effective measures to promote and safeguard 

regular personnel exchanges between the two sides, facilitate normal trade, investment and 

business activities and uphold the lawful rights and interests of people of the two sides. 

 

(5) Media Cooperation 

 

The Chinese Government encourages and actively promotes exchanges and cooperation between 

the media of the two sides at multiple levels and in various forms to increase mutual 

understanding and ensure comprehensive and unbiased reports of each other. It will work to 

increase communication and cooperation between government information departments of the 

two sides and provide convenience for media interaction and cooperation between the two sides. 

 

(6) People-to-People Exchanges 

 

The Chinese Government encourages exchanges between non-governmental organizations and 

academic institutions of the two sides and gives full play to the role of the mechanism for 

people-to-people friendly interaction in advancing friendly relations between China and Latin 

American and Caribbean countries. It will strengthen interaction with youth organizations and 

institutions of Latin American and Caribbean countries, and deepen friendly cooperation with 

women's organizations at the national, regional and non-governmental levels in Latin American 

and Caribbean countries, so as to build up mutual understanding and mutual trust and work 

together for gender equality and the advancement of women. 

 

(7) Cooperation in Environmental Protection 

 

The Chinese side will strengthen exchanges with Latin American and Caribbean countries in 

laws, regulations and policies related to environmental protection and promote cooperation in 

personnel training, education and capacity building in the fields of biodiversity conservation, as 

well as prevention and treatment of pollution and desertification. 

 

(8) Cooperation in Combating Climate Change 

 

The Chinese Government highly values its cooperation with Latin American and Caribbean 

countries in combating climate change and is ready to develop and consolidate bilateral 

cooperation under the United Nations Framework Convention on Climate Change and other 

relevant mechanisms. It will actively promote consultation and communication between the two 

sides on combating climate change and cooperation in related projects. 
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(9) Cooperation in Human Resources and Social Security 

 

The Chinese side will strengthen exchanges and cooperation with Latin American and Caribbean 

countries in employment promotion, establishment of good labor relations, improvement of the 

social security system, human resources development and reform of the civil service system. It 

will, through the signing and implementation of memoranda of understanding on bilateral 

cooperation, deepen and expand bilateral exchanges in social aspects, and enhance coordination 

and cooperation between the two sides in international organizations such as the International 

Labor Organization. 

 

(10) Disaster Reduction, Disaster Relief and Humanitarian Assistance 

 

The Chinese Government will enhance information sharing, experience exchanges and 

technological cooperation in disaster reduction and relief with Latin American and Caribbean 

countries and facilitate the establishment of regular bilateral and multilateral meeting 

mechanisms between relevant departments of the two sides. It will continue to respond positively 

to the need for urgent humanitarian assistance of Latin American and Caribbean countries. It will 

encourage non-governmental organizations such as the Red Cross Society of China to conduct 

exchanges and cooperation with relevant Latin American and Caribbean organizations in this 

regard. 

 

(11) Cooperation in Poverty Alleviation 

 

The Chinese Government will strengthen exchanges and cooperation with Latin American and 

Caribbean countries in reducing poverty and narrowing the gap between the rich and the poor, 

and will encourage poverty alleviation institutions of the two sides to establish broad cooperative 

relations to share information and conduct joint research. More training programs designed for 

poverty alleviation personnel in Latin American and Caribbean countries will be launched, while 

more interaction on poverty reduction with inter-state or regional organizations in Latin America 

and the Caribbean will be strengthened. The two sides will also enhance exchange of visits and 

mutual participation in conferences and fora on poverty alleviation held by the other side. 

 

4. On Peace, Security and Judicial Affairs 

 

(1) Military Exchanges and Cooperation 

 

The Chinese side will actively carry out military exchanges and defense dialogue and 

cooperation with Latin American and Caribbean countries. Mutual visits by defense and military 

officials of the two sides as well as personnel exchanges will be enhanced. Professional 

exchanges in military training, personnel training and peacekeeping will be deepened. Practical 

cooperation in the non-traditional security field will be expanded. The Chinese side will, as its 

ability permits, continue to provide assistance for the development of the army in Latin 

American and Caribbean countries. 

 

(2) Cooperation in Judicial and Police Affairs 
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The Chinese side will steadily expand its cooperation with Latin American and Caribbean 

countries in judicial affairs, judicial assistance in criminal and civil matters and extradition in 

particular. Cooperation in information sharing, penalty enforcement and legal services will be 

strengthened. Concerted efforts in law enforcement involving the interior and police departments 

of relevant countries will be stepped up to jointly combat transnational organized crimes 

including drug crimes and economic crimes. 

Intelligence and technological exchanges will be strengthened, with bilateral and multilateral 

exchange mechanisms put in place, so as to share information on illegal immigration and 

improve the capacity for its prevention. 

 

(3) Non-traditional Security Issues  

 

The Chinese Government will further its exchanges and cooperation with Latin American and 

Caribbean countries on non-traditional security issues by increasing information sharing and 

personnel exchanges and explore effective ways to deepen cooperation on non-traditional 

security issues such as combating terrorism, so as to jointly improve the capacity to respond to 

non-traditional security threats. 

 

V. China's Relations with Latin American and Caribbean Regional Organizations  

 

The Chinese Government appreciates the important role of Latin American and Caribbean 

regional and sub-regional organizations in safeguarding peace and stability in the region, and 

promoting regional solidarity, development and integration. It supports these organizations in 

exerting their influence in regional and international affairs. The Chinese side will continue to 

strengthen communication, consultation and cooperation with relevant organizations in various 

fields. 

 

 


