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Premier Jiang: Innovation and reform A devotion
to excellence in planning, administration, and
communication

When Premier Jiang Yi-huah took office with his new Cabinet on
February 18, he promised to lead his executive team in an all-out effort to
grasp opportunities presented by the economic recovery, inject new life into
Taiwan, and forge ahead with innovation and reform in the different areas of
administration, manifesting an outstanding performance in policy planning,
administration, and communication. On the foundation of a prosperous
economy and an affluent populace, he said, he and his team would work hard
to build Taiwan into a quality democracy with wealthy and courteous people, a
political system with respect for a plurality of opinions, and the vigorous pursuit

of rational communication.

Being innovative Unafraid of reform

Every Cabinet has its sense of mission, and its core ideas about national
development and the role that the government should play. Premier Jiang

wants his new team to be a Cabinet of innovation and reform.

The premier points out that Taiwan enjoys excellent competitive
opportunities and conditions. To bring out the best of the superior conditions
that the country's people possess, he believes, requires innovation—and not
just in economy, but also in society, culture, and other aspects of life. After

years of development, many of Taiwan's systems are showing an inescapable



need for change, meaning that reform must be carried out. Every kind of
reform will affect the vested interests of different groups and individuals, and
so will inevitably encounter obstacles and complaints. Jiang exhorts all of his
ministers not to be afraid of criticism and not to worry about obstacles; tasks
that are entered upon after deep thought and careful consideration, he assures

them, will surely be right and they must be firm and forge ahead unafraid.

Pursuit of excellence in planning, administration, and
communication

At the new Cabinet's first meeting, the Premier encouraged his
ministers to equip themselves with comprehensive policy planning capability,

administrative capability, and communication capability.

Jiang noted that numerous economists and research institutions are
forecasting a slow economic recovery, but with the ongoing persistence
of the European debt crisis that threatens the global economy, the world's
momentum for economic growth remains weak and faces many uncertainties.

Therefore, he stressed, the government team should not be overly optimistic.

He reminded the Cabinet members that while Taiwan's economic growth
rate, unemployment rate, consumer price index, and other objective indices,
as well as the ratings bestowed by the IMD, indicate that Taiwan's overall
competitiveness is far ahead that of most advanced countries, judging from
media reports and the suggestions put forth by various sectors it is obvious

that the country's people expect a lot more from the government.

Regarding the gap between the objective indicators and the subjective

feelings of the people, the Premier considered that the feelings of the
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people reach every level of life from wages and the unemployment rate to
traffic congestion, rising fuel prices, and the variety of recreational activities

available. And behind these concerns are systemic and structural issues.

If the people are to feel trust in the government, the Premier emphasized,
the government must shoulder even heavier responsibilities and provide more
active, stronger leadership. He asked the ministers to make sure that their
policy planning is forward-looking, comprehensive, and feasible, and that it
takes the voices of all sectors of society into consideration—especially the
opinions of related groups—so as to avoid criticism of being shut off from
reality. They should also make the best use of their limited time and energy, he
said, by prioritizing their tasks, and should take particular care to cooperate in

a team spirit.

Once a policy has been discussed and a decision made about it, he
reminded them, the executive team must be firm, speedy, and sure in its

implementation, and not make changes without convincing reasons.

Jiang illustrated the team spirit he wants by citing an example from
basketball: each of the five players holding his own position on the court gives
the best chance of scoring points. It is much more effective to do battle as a

group, he stressed, than to do it individually.

The Premier expressed his feeling that the difference between
democratic and non-democratic politics is that with the former, the people can
participate and judge for themselves whether administration is good or not.
In democratic politics, the judgment of whether a dish of food is good or not
is made by the diner, not the chef; so the government should serve up good

administration, and persuade the public that it is good. For this reason, Jiang



asked his ministers to embrace the principles of sincerity, clarity, and thorough
communication so that legislators, the media, key stakeholder groups, and the

public at large will have a clear understanding of government policy.

Implementing five key points of administration

Taiwan's current economic conditions are showing signs of brightening,
and the Executive Yuan has proposed five key points of administration
which, Jiang hopes, will give the country's economic momentum an added
boost. Point 1: "Adjust the economic structure and accelerate economic
participation," referring to the upgrading of industries and the speeding up of
work toward regional trade liberalization and integration. Point 2: "Complete
infrastructure development and balance regional development" through the
continued acceleration of basic construction while shortening Taiwan's urban-
rural gap. Point 3: "Expand care for the disadvantaged and carry through
with social justice," broadening the work of caring for the disadvantaged by
building on the existing foundation in pursuit of a democratic society's proper
goal of social justice. Point 4: "Strengthen the pension system to guarantee
the livelihood of retired people" by reinforcing the different pension systems
so as to assure the livelihood of the nation's retired in their old age. Point 5:
"Develop high-quality personnel and upgrade standards of humanity" through
the formal and information education systems, so that industries will have an
adequate supply of manpower and individuals will be able to realize their full
potential. An emphasis on humanity during this process will help impart the
feeling that Taiwan is more than just a prosperous country that has a high level

of economic development but lacks spiritual orientation.
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Pension reform is one of the points about which the Executive Yuan
is most concerned. Jiang reported that in the first phase of planning for the
reform the Executive Yuan held more than 100 discussion meetings and
announced to the public proposed changes to the different systems, including
pensions for public servants. For the second phase, the relevant agencies will
be asked to convene over 120 discussion meetings in the different counties
and cities, collate the opinions they collect, and send them to the Legislative

Yuan for use in the pension revision bill.

In regard to the Fourth Nuclear Power Plant, Jiang said that the Executive
Yuan has three basic positions on this highly controversial issue. First, the
government, like all the nation's people, is deeply concerned about the quality
of the plant's construction and the safety of its operation, and is listening

carefully to the doubts that the people

have about it. The most trusted scholars and experts from Taiwan and
overseas are being recruited to carry out thorough safety inspections of the
highest standard and guarantee that there are no concerns at all about the
power plant's safety. Second, the Atomic Energy Council is being asked to
hold strictly to the necessary standards, and experts from the U.S. Nuclear
Regulatory Commission and other foreign or international institutions are being
invited to come and help oversee the nuclear safety work of the Taiwan Power
Company; if any item in the safety testing fails to pass, then the power station
will not be given an operating permit. Third, the Executive Yuan is willing to
face the test of a referendum on halting construction of the Fourth Nuclear

Power Plant, and will honor the decision of the nation's people.

If despite the government's utmost efforts to assure nuclear safety the

people still harbor doubts about it, are willing to accept the huge investment



loss, high electricity prices, the threat of power rationing, and even the
sacrifice of economic growth, and insist on stopping construction of the
Fourth Nuclear Power Plant, the Executive Yuan will respect the results of the

referendum.

Reviewing the rationality of regulations and measures

After hearing a report from the Ministry of Finance during an Executive
Yuan meeting on March 14, Jiang indicated that regulatory rationalization
is intimately related to the performance of government administration and
strengthening protection of the people's rights. This is a long-term, ongoing
task, he said, and the different ministries and commissions should take
the initiative in regularly reviewing the reasonableness of existing laws,
regulations, and administrative measures with a view to raising public

satisfaction with the government.

Jiang pointed out that some regulations can be relaxed as soon as
approved by a ministry or commission, and the related amendments can
take immediate effect. Each ministry and commission should, he said,
review existing administrative laws and regulations to let the people feel
the government's sincerity about reform—and do it quickly. In addition, the
premier emphasized that once a ministry or commission completes a process
of regulatory rationalization it should publicize the change in a simple and
easily understood way—for example, the institution of paperless income tax
statements and export tax rebates. When ministries and commissions carry
out regulatory rationalization, they must strengthen their publicizing of the

results.
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Once a decision is made on major economic directions, the premier
said, he would supervise his executive team in speedily implementing those
directions, and would audit whether or not measures that are undertaken
achieve their expected goals. There must be no pause in Taiwan's longterm
industrial restructuring, he insisted, because only this could create the jobs
needed to raise wages. The ministries and commissions should watch closely
to see that the tasks under their governance are performed effectively so that

they can generate momentum for stable growth in Taiwan.

In the face of these difficult times for the government, Premier Jiang
emphasized, he will transform pressure into inspiration and lead the new

Cabinet in meeting the challenges that lie ahead.

Deregulation Progress

Executive Yuan submits 43 priority bills for urgent
legislative action

The Executive Yuan has submitted 43 priority bills of an urgent nature
for deliberation by the Legislative Yuan, which opened its current session on
February 26. Among the bills are those addressing reform of the financial
system, prevention of media monopolies, and other pressing issues, as well as
a draft "Free Economic Demonstration Zone" bill involving relaxed rules for the
factors of production. The Executive Yuan hopes that vigorous communication
and coordination with the Legislative Yuan will bring about the early completion

of the legislative procedures for the bills.



Most of the bills involve the government's administrative operations.
They include revisions of the "Public Debt Act," which has become inadequate
because of the "five special municipalities plus one" situation, and the "Act
Governing the Allocation of Government Revenues and Expenditures,”
designed to reinforce regional cooperation between counties and cities so that

both can share the fruits of prosperity.

Another economic bill is a revision of the "Income Tax Act" to
accommodate the implementation of the International Financial Reporting
Standards (IFRSs). Once the revision is passed, undistributed profit produced
as a result of the conversion of accounting standards by listed companies will
not be subject to the additional 10% business income tax, thus avoiding an

added tax burden.

At the same time, the "Offshore Banking Act" is being overhauled to boost
the international competitiveness of securities brokers and expand the scale of
their offshore business. The revision will loosen rules for the establishment of
offshore securities units (OSUs) by securities brokers and allow those OSUs
to undertake offshore businesses using the asset scale and credit rating of
the mother company. Like the offshore banking units (OBUs) of banks, these
OSUs will be exempt from the business income tax, business tax and stamp

tax.

Other priority bills that are drawing attention include a reform of the
pension system, which affects the interests of Taiwan's entire labor population,
and enactment of the "Broadcasting Media Monopolization Prevention and
Diversity Preservation Act, "which involves the values of diversity and the
maintenance of press freedom. The draft "Free Economic Demonstration Zone

Act," which provides for the relaxation of rules on manpower, land, and other
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factors of production, will also be deliberated during the current legislative

session.

The Executive Yuan points out that these bills concern overall national
development and that its different ministries and commissions have been
charged with coordinating and communicating with the Legislative Yuan to
secure their early passage so as to improve Taiwan's business environment

and strengthen its market development mechanism.

Table Major Economic Bills Submitted to the Legislative Yuan for Priority Action

- For alignment with international norms, the basis for calculation
of the ceiling for debt with a term of one year or more is switched
to nominal gross domestic product. The amount of debt allowed is
not changed.

- The debt ceiling framework for different levels of government
is adjusted by a suitable amount in line with local government
reorganization.

- Full disclosure of information on government debt will be carried
out to enhance the transparency of debt and reinforce debt control.

Amendment of the
Public Debt Act

Amendment of the

Act Governing the - Expansion of the scale of unified allocation of tax revenues by the
Allocation of Central Government.

Government - Uniform allocation basis for special municipalities, counties, and
Revenues and cities.

Expenditures

- Revision of provisions related to implementation of IFRSs.
- Establishment of a controlled foreign corporation (CFC) taxation

ATTETEROT O i3 system, to be implemented in 2015.

Income - Establishment of a system of determination of the resident status
Tax Act ) . . .
of profit-seeking enterprises by place of effective management, for
implementation in 2015.
Amendment of the Collection of the securities transaction tax at a favorable rate of 0.1%
Securities Transaction on stock trading for warrant hedging by securities brokers for the
Tax Act purpose of market making and boosting trading volume.

Opening up of the establishment of offshore securities units (OSUs)
Offshore Banking Act by securities brokers, and allowing use of the asset scale and credit
rating of the parent company to engage in offshore business.
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Rules relaxed for the inspection of high voltage
equipment

Taiwan's high voltage equipment testing and inspection system has been
liberalized to bring it up to international norms by adopting twin-track 1ISO 9001
and ISO/IEC 17025 verification. High voltage equipment that has already
been approved by the Taiwan Power Company (Taipower) is given a two-
year grace period to comply. This resolves problems of power supply for large
domestic electronics manufacturers and alleviates the operating crisis faced

by European companies supplying high voltage equipment in Taiwan.

The European Chamber of Commerce Taiwan (ECCT) indicates that
because of their different type of operation, European companies have been
unable to obtain approval for their high voltage equipment in Taiwan and large
electronics manufacturers that have procured European-standard high voltage
equipment find their power supply obstructed. Their factories face shutdown,
and this naturally affects the progress of numerous investment projects. The
ECCT suggests that the new system consider the differences in types of
operation internationally so as to avoid hampering the development of trade

relations between Taiwan and Europe.

According to the provisions of Directive 401 of the Indoors Wiring
Standard, high voltage equipment must have passed qualification testing by
an inspection body or original manufacturer approved by the Bureau of Energy
(BOE) before being installed and used. For this reason, the BOE implemented

the Testing Guidelines for Bureau of

Energy-approved Inspection Agencies and Original Manufacturers,

and High Voltage Equipment, which originally stipulated ISO/IEC 17025
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certification as a condition for a company applying for "factory of origin"

approval.

However, the operating type of European transnational companies is
different from that of domestic companies, whose laboratories are located
together with their factories. Obtaining ISO/IEC 17025 certification is not a
problem for them. But while the laboratories of the headquarters plants of
European companies meet ISO/IEC 17025 standards, the factories operating
under their flag are scattered in different places and conform to ISO 9001
quality standards. The ECCT feels that if manufacturers ask all of their
factories located in different places to obtain ISO-IEC certification just to
comply with Taiwan's "factory of origin" application rules, the cost would be

prohibitive and might create an obstacle to trade.

The Council for Economic Planning and Development carried out
coordination on this matter, and the BOE also communicated with the relevant
parties. Numerous rounds of discussions with relevant companies finally
achieved a consensus on including ISO 9001 certification as one of the
options for "original manufacturer" approval, so that equipment manufacturers
from different countries can choose certification under either ISO/IEC 17025
or ISO 9001. Along with this adjustment of policy direction, equipment that has
already obtained approval from the Taipower is given a twoyear grace period,
to the end of 2014, to comply, and the companies operating the equipment
can still apply to Taipower for the supply of electricity. This alleviates the
urgent power needs of companies that have procured European high voltage

equipment.



Dealing in Chinese securities opened to domestic
securities brokers

The Financial Supervisory Commission (FSC) has revised the order of
the "interpretation regarding proprietary and consignment trading of foreign
securities by securities brokers" to open up securities trading in the mainland
Chinese market by Taiwanese securities brokers, on their own account or
on commission by institutional investors. "Institutional investors" refers to
professional institutional investors, juridical persons with total assets in excess
of NT$50 million, or natural persons who conform to the required conditions

and apply for institutional investor status.

Under the original rules, with the exception of institutions such as banks
and insurance companies, domestic investors were not allowed to engage in
reconsigned trading in mainland Chinese securities through securities brokers.
They were allowed only to buy securities issued overseas by mainland
Chinese enterprises, such as H shares in Hong Kong, S shares in Singapore,

and N shares in the United States.

The FSC says that the revision of the rules is equivalent to opening
up investment in Chinese A and B shares to Taiwanese securities brokers.
Brokers who want to trade Chinese A shares, however, must first obtain

qualified foreign institutional investor (QFII) status from mainland China.

This relaxation, which is part of the "Plan for the Development of
Cross-strait Financial Businesses", will boost the flexibility and efficiency of
investment by securities brokers, provide diversified investment channels

to institutional investors, attract the return of institutional investors' funds,
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accelerate the business development of securities brokers, and stimulate the

healthy development of the overall capital market and securities industry.

Taiwan inaugurates foreign-exchange settlement platform

Taiwan's new foreign-exchange settlement platform, which conforms
to the standards of the Society for Worldwide Interbank Financial
Telecommunication (SWIFT), began operating in March. The Central Bank
notes that the platform is starting out with US dollar remittances and will
later move on to handle the Chinese renminbi (RMB) and other currencies.
Participating banks can use this platform to handle foreign-exchange

settlements in Taiwan without having to go through overseas banks.

In the past, domestic banks handling forex settlements had to directly
contact the settlement bank for the currency concerned. For RMB settlement,
for instance, they had to go through the Taipei Branch of the Bank of China; for

US dollars, they had to contact the Mega International Commercial Bank.

The new platform allows banks to carry out settlements for the US dollar,
RMB, euro, Japanese yen, and other currencies directly, without having to go
offshore for settlement. This will save them money and greatly enhance their

efficiency.

The forex settlement platform was set up by the Financial Information
Service Co., on commission by the Central Bank, and 17 banks have joined its
operation so far. These include the Bank of Taiwan, Mega Bank, Cathay United

Bank, and other banks with a relatively large volume of forex transactions.



FTC approves trust service manager for mobile payments

The Fair Trade Commission (FTC) has approved the establishment, by
five telecommunications firms and EasyCard Corporation, of a joint-venture
company that will promote a trust service manager (TSM) system to serve
as an intermediate authentication platform for back-office mobile payment
operations. This will allow curfew management, clocking in and out of work,
taking the MRT or bus, buying a cup of coffee, or purchasing goods, all with

the light exposure of a smart phone to a sensor area.

The FTC points out that TSM is a new kind of business that has been
difficult for single telecommunications companies in Taiwan to develop on their
own. The joint venture has been approved in order to promote cooperation
and competition in the industry, and to provide consumers with this new kind
of service. To avoid limiting competition or unfair competitive behavior, the
FTC has added conditions: the shareholding or capital contribution of the
five telecoms firms may not exceed 1/2 of the new company's total, while
EasyCard Corporation is limited to 1/10, and free entry and withdrawal is
assured participants in the horizontal competition of the combined enterprise
(including mobile communications and electronic ticket operators) so as to

guarantee equitable benefit.

The TSM joint venture will be capitalized at NT$300 million, to be put
up, according to the preliminary plan, by Chunghwa Telecom, Taiwan Mobile,
Far Eastone, Asia Pacific Telecom, VIBO Telecom, and EasyCard. The six
will raise an estimated NT$180 million initially, and new shareholders will be

brought in later on. @8
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