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Competition Law and Policy Issues for Taiwan’s
Telecom Market Liberalization

Liu, Lawrence S.

Abstract

Telecom market liberalization is one of the important recent policy
initiatives of the ROC government. Indeed, when the previous version of
Telecom Law amendment bill was tabled by the cabinet (the Executive
Yuan), the Fair Trade Law had just come into force. However, the tele-
com policy and amendment bill of the early 1990s were not only out of
steps with the liberalization trend worldwide. They contradicted the

competition policy embodied in the IFair Trade Law.

This paper addresses competition law and policy issues for
Taiwan’s telecom market opening, in the context of Taiwan’s Asia-
Pacific Regional Operations Center initiative. The author argues that
competition policy should be the foremost consideration.

The author begins with a short historical overview of telecom
market developments around the world, such as long distance telephony
competition in the U.S., the AT&T divestiture, movement in
the European Union towards telecom market opening and liberalization,
the trend to privatize telcos that began in the UK., and full
competition called for by the U.S. Telecom Act of 1996.

The author then introduces the background, issues and the
political-economic context of the passage of the telecom reform
legislation in Taiwan in 1996. Although such enactment laid the
foundation for market opening, the author finds fault with the

inadequate emphasis on competition in these amended laws and their
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failure to conform with the fundamental principles of the Fair Trade
Law.

Therefore, this paper makes an in-depth analysis and concrete
proposals regarding the enhancement of competition rules in the
telecom sector. It also contains an appendix which, through the
Interconnection  Directive, illustrates the EU’s effort to enhance
competition rules in the telecom sector. In essence, this paper argues
for widening market participation through, for example, increasing
foreign ownership in telecos and the use of alternative infrastructure.
It also argues that competition laws should inform telecom policy and
laws to ensure effective competition, and that procedural safeguards
should be installed to protect substantive rights in the marketplace.

To this end, many specific recommendations regarding further
amendment of the telecom law and strengthening telecom regulation are
proposed. They include adding competition safeguard as one of the
legislative  goals, intensifying competition through high foreign
ownership in telecos, redefining type I and tye II telecom companies,
migrating to a price capping regulatory regime, imposing
interconnection and facility-sharing obligations, embracing "asymmetric
regulation” and "regulatory forbearance" principles to ensure effective
competition, regulating horizontal agreements among telecos,
establishing an  accounting system for telecos, and strengthening
mandatory dispute resolution mechanisms and investigative powers of
the regulators. Similarly, restrictions in the CATV law on competition
with telecos and use of facilities should also be abolished.

In conclusion, the author argues that competition rules should be
transplanted into the telecom law. Cited as persuasive authorities are

the competition advocacy program under article 46(2) of the Fair
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Trade Law, the Fair Trade Commission’s own sectoral enforcement
program, and the fact that competition rules have been embedded in
recent amendments of foreign telecom laws. In closing, the author
argues that this dual framework of competition rules is not only

feasible, but also highly desirable in Taiwan.






