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Abstract

Since the 14th congress of Chinese Communist Party, the economic
reformation had been developed in some competitive industries, which ac-
celerated the deregulation, liberalization and system transformation. On
the contrary, the reformation of some regulatory fields was so sluggish
that it had impeded the economic progress of the whole country. Al-
though these regulatory fields included telecommunications, post, elec-
tric power, airlines, railway, financial service, medication and public
utilities etc. , the telecommunications had been the first industry of de-
regulation, because that: a) Since 1980s, technological innovation and
demand expansion changed the character of telecommunications, and
many countries liberalized this industry, so that our telecommunications
lagged the foreign countries greatly because of public monopoly. High
price and bad service made the telecommunications deregulation the mar-
ket focus. b) Compared with those competitive industries, telecommuni-
cations was very important and its reformation was related to the national
economy and the people’s livelihood. ¢) Telecommunications had some
typical and universal characters, which would supply some useful sugges-
tions to other industries’ deregulation. d) After WTO members sub-
scribed the Basic Telecommunications Agreement in 1997 and China en-

tered this organization in 2001, our telecommunications must open to for-
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eign countries according to the agreement items. Hence, the study of
Chinese telecommunications liberalization under open economy not only
had some academic values, but also had economic and social significance.
The dissertation based on practical situation of the global reformation,
finding a clue of our deregulation, intensively explored Chinese telecom-
munications liberalization. Though many people paid attention to Chinese
telecommunications reformation, there were few fruits in the problem o-
rientation research, so the paper would supply a gap in this field.

This dissertation was also based on some great industry modulation
including competition induction, vertical segmentation and horizontal seg-
mentation, and focused on some critical problem. The main objects of the
research were some policy suggestions to telecommunications and other
regulatory industries’ liberalization and future development.

The main contents and conclusions are summarized as follows:

1. Chapter 1 and 2 briefly introduced the theoretic and practical sig-
nificance of this paper, and then it chose some critical problems based on
the background and reason, pattern and experience, conclusion and signi-
fication of the global reformation, consisting of the Chinese three-step re-
formation analysis. These chapters made a premise for the following re-
search.

2. Unilateral access and interconnection were the primary problems
after telecommunications liberalization, and they also influenced the Chi-
nese reformation and industry development. Chapter 3, constructing a
new asymmetric dynamic duopoly model based on the practical back-
ground of industry modification, analyzed the unilateral access problem to
indicate the internal tracks of the industrial development. Chapter 4 con-
structing new static and dynamic duopoly models analyzed the network
interconnection problems to supply some policy suggestion.

3. Some problems in mobile market would also influence reformation
performance and telecommunications development, because this service

had been rapidly growing in the world recently. Chapter 5 and 6, con-
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structing static and dynamic game models based on Chinese situation by
introducing the network externality and quality discrimination, analyzed
the unilateral charge and 3G licenses’ awarding in Chinese mobile market
to supply some feasible policy suggestions in industrial development and
social welfare improvement.

4, Many countries’ reformation indicated that universal service(US)
mechanism design was the difficult and emphasized problem in telecom-
munications liberalization. Chapter 7 extended Anton’s models to analyze
the market distortion and social welfare changing, and supplied some
helpful suggestions to the Chinese US mechanism design and its deregula-
tion. _

5. Technological innovation, demand expansion and the defects of
public utilities operation had led to the liberalization and deregulation of
some regulatory industries from 1980s, such as electrical power, rail-
way, post, airlines and financial service. Chapter 8 extended theoretic
conclusions to the common level by comparing telecommunications with
other industries, and supplied some available suggestions to many natural
monopoly industries’ liberalization after joining the WTO.

The primary innovations include:

Based on Chinese situation and industry characters, by deeply analy-
zing some critical problems with normative game theory models and new
problem orientation paradigm of industrial organization research, indica-
ting the internal mechanism of the telecommunications development, and
supplying some valuable policy suggestions. During this period, acquiring
some important {ruits including that:

1. Chinese telecommunications reformation had not solved the uni-
lateral access problem, so it exacerbated the market performance and
promoted the liberalization. Vertical divesture not only led to double-
marginalization, but also drove the industry development. The regulator
should adopt price discrimination and signal indication to improve social

welfare after horizontal segmentation because of customers’ ignorance.




4 P TFRCS AR P E T T R

2. Free access charge and network competition were the optimal
choices to improve social welfare in networks interconnection after hori-
zontal segmentation. The carriers wanted to interconnect each other, but
the regulator must be aware of their collusion.

3. Network externality would improve the social welfare, caller pay
principle should be adopted to prompt mobile telecommunications at the
beginning, and receiver pay principle should be introduced in the end.

4. Local carriers’ quality discrimination would decrease market com-
petition and social welfare, and regulator could delay the awarding, fully
separate 3G service and increase the license numbers to avoid this behav-
ior after the local firm enters the mobile market with its intensifying net-
work competition.

5. Universal service mechanism must get some justification such as
content, form, implementation and financing etc. Chinese US system
should be village-penetration instead of house-penetration, and the cover-
ing area could be enlarged from advanced districts to advancing ones to
reduce social conflicts.

And what is more, as pivotal measurements of industrial develop-
ment, the regulator should liberalize local networks competition and open
the market to internal and foreign carriers. As available suggestions to
other regulatory industries’ liberalization, the regulator should deal with
some important problems carefully, such as patterns selection, optimal
privatization, regulation transformation, neutralization and its legaliza-

tion etc.
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