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A Study on Taiwan's Increasing Trade Deficit with
South Korea

Meichu Chen & Suli Lee

Specialists
Economic Research Department, CEPD

Abstract

Taiwan’s trade surplus has been on the decline in the past two
years, with the rising trade deficit with South Korea causing the
greatest concern. This study finds that the increasing deficit with
South Korea reflects the following situations: One, South Korea has
successfully restructured its economy and has seen an across-the-
board improvement in its competitiveness. Two, activities in R&D
and brand name promotion have delivered great benefits for Samsung
and LG groups and transformed the relationship between Taiwanese
and Korean electronics and information industries from that between
competitors to vertical division of labor. The writers recommend
that in the future, to cope with the competition from Korean
conglomerates and the rising trade deficit with Korea, the government
should in the short term identify Taiwanese products with high export
competitiveness and assist small and medium enterprises in an
integrated drive to strengthen their market promotion in Korea. In
the mid to long term, the government should step up efforts to
promote the development of own brand names and the strengthening
of R&D to raise Taiwan's technical capabilities.
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H %
Tk S o 1997 | 1998 | 2000 | 2001 | 2002 | 2003 | 2004
vk R-UEF 3.75| 6.73| 6.03| 5.20| 5.55| 5.30| 5.70
THREE 10.86 | 12.32 | 10.93 | 10.32 | 12.94 | 16.27 | 20.09
T REARRTF ASEUEE | 3.04(20.27]25.54]25.14|26.04 | 11.96 | 8.30
tEHEEEE 7.59|11.75| 9.62| 6.57| 7.13| 8.61| 9.29
LI U I R 4 490| 6.03| 6.77| 6.72| 7.39| 7.32| 7.42
TFREE 8.74| 9.5310.04| 9.47|11.46|15.22 |17.40
TR REARRT I AS NS 3.63|14.48 [ 19.57|22.04 |22.94 | 13.72 | 11.37
Tk 12.53 [12.04 [ 12.56 | 13.04 | 11.78 | 11.89 | 12.61
cAHER 1997 | 1998 | 2000 | 2001 | 2002 | 2003 | 2004
Mrikeg Rl ¥ 1.94| 1.35] 2.65| 2.69| 2.99| 3.20| 3.10
T+ Rer¥ 331| 298| 4.98| 5.28| 5.76| 5.77| 5.54
eEAHr AU ¥ 4.16| 2.68| 5.62| 5.37| 4.74| 3.83| 4.74
EEAR S 275| 1.44| 3.03| 2.82| 3.13| 3.84| 3.67
LI Rt B R 1.80| 1.96| 3.12| 3.28| 3.42| 3.58| 3.57
TFFREEE 581| 6.14| 9.82[11.82|11.14|12.27 | 14.80
TREREARRT I ASUSEE 2.44| 2.53| 543| 5.68| 7.68| 523| 5.72
LR ¥ 7.11| 6.74| 6.65| 5.53| 4.76| 4.20| 4.84
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