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In this paper the Panzer-Rosse model is applied to examine the degree of
competition and the problem of over-banking in the Taiwan’s banking system
between 1996 and 2002. The research findings suggest that competition

conditions over the period 1996-2000 were characterized with monopolistic

competition or perfect competition, while the research results can’t reject the

hypothesis that the banks earned revenues as if under monopoly or perfect
collusion oligopoly in 2001 and 2002

In order to gain more robust findings we take into consideration the
possibility of outliers and reexamine the levels of competition in last two
years. Firstly, when the three industrial banks are taken out of the original
samples, the results show that the market was characterized by monopolistic
competition in 2001 and 2002. Secondly, *China Develop Industrial Bank” is
pinpointed the outlier when using another estimation method— Trimmed
Least Squares’. It can be concluded that the market was characterized by
monopolistic competition in 2001 and 2002, not perfect collusion oligapoly
we infer from the original samples. Furthermore, a dummy model is also

adopted 1o assess the competition conditions and the results suggest that the

competition conditions have improved in Taiwan’s banking industry
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