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TAIWAN

BACKGROUND: Taiwan is a dynamic multi-party democracy, and its economy is one of the richest in Asia. 
The Democratic Progressive Party returned to power when Tsai Ing-wen was elected president in 2016. As 
a result of the election and the economic slowdown in China, tourism, an important source of economic 
growth, has declined. Taiwan is excluded from membership in the United Nations, other international orga-
nizations, and a variety of free trade arrangements as part of Beijing’s efforts to pressure it into unification. 
Although internal opposition to engaging with China is considerable because of fears that sovereignty will 
be lost, recent economic arrangements bind the island closer to the mainland.

Taiwan’s private sector has benefited from a relatively 
well-developed commercial code and open-market policies 

that facilitate the free flow of goods and capital. Small and 
medium-size enterprises have been the backbone of Taiwan’s 
dynamic economic expansion. A sound legal framework is in 
place to provide strong protection of property rights and uphold 
the rule of law.

Although institutional and economic fundamentals are in place, 
further reforms to increase competition and openness will be 
critical to sustaining the momentum for growth. The level of 
state involvement in the export-oriented economy remains 
considerable. Privatization and market liberalization are ongoing, 
but progress has been slow and uneven. The financial sector 
remains fragmented.

NOTABLE SUCCESSES:
Trade Freedom, Business Freedom, 

and Property Rights

CONCERNS:
Labor Freedom

OVERALL SCORE CHANGE 
SINCE 2013:

+3.8

POPULATION: 
23.5 million

GDP (PPP): 
$1.1 trillion
0.7% growth in 2015
5-year compound 
annual growth 2.5%
$46,783 per capita

UNEMPLOYMENT: 
3.8%

INFLATION (CPI): 
–0.3%

FDI INFLOW: 
$2.4 billion

PUBLIC DEBT: 
38.3% of GDP
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Property rights are generally protected, and 
contracts are enforced effectively. The judiciary is 
independent, and the court system is largely free of 
political interference. Although corruption is much 
less prevalent today, it remains a problem. Politics and 
big business are closely intertwined, and this leads to 
malfeasance in government procurement. In November 
2015, a former New Taipei City deputy mayor was 
charged with taking $230,000 in bribes.

The top personal income tax rate has been raised 
to 45 percent. The top corporate tax rate is 17 percent. 
Other taxes include a value-added tax and an interest 
tax. The overall tax burden equals 12.3 percent of total 
domestic income. Government spending has amounted 
to 18.7 percent of total output (GDP) over the past 
three years, and budget deficits have averaged 2.9 
percent of GDP. Public debt is equivalent to 38.3 
percent of GDP.

The overall freedom to conduct business is rela-
tively well protected under the transparent regulatory 
environment. The nonsalary cost of employing a 
worker is low, but regulations on work hours are not 
flexible. Taiwan law mandates price controls on elec-
tricity and salt, and the government regulates prices 
for fuels and pharmaceutical products. Other prices 
are determined largely by the market.

Trade is extremely important to Taiwan’s economy; 
the value of exports and imports taken together equals 
111 percent of GDP. The average applied tariff rate is 1.9 
percent, and some agricultural imports face additional 
barriers. Foreign investment is screened, and invest-
ment in some sectors is restricted. The financial sector 
continues to evolve, and the stock market is generally 
open to foreign participation. Foreign banks play a 
relatively small role.
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