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Administrative Monopoly or Natural Monopoly——Reexploring the Necessity of
State—owned Economy’s Control on Upstream Industries
HUANG Xin', PING Xin—qiao®
(1. Institute of Investment Research, Chinese Academy of Macroeconomic Research, Beijing 100038, China;

2. School of Economics, Peking University, Beijing 100871, China)

Abstract: This paper constructs a three —tier nested CES production function, two asymmetric countries,
multi —sector model, which includes four types of property right. Based on China Industry Business Performance
Data and China Customs Trade Data, and using calibration method, this paper comprehensively investigates the
efficiency and entry cost heterogeneity of different property right type enterprises, the efficiency heterogeneity of
different industries, and the demand price elasticity at enterprise level, property level and industry level. By
studying the vertical monopolistic competition market structure where the upstream and fundamental industries are
monopolized by state—owned economy and the downstream industries are liberalized to non-state—owned economy,
this paper identifies the degree and nature of state —owned economy monopoly: the SOEs and the state capital
control the up-stream industries and fundamental industries in China’s economy; the SOEs are more monopolistic
than the non-SOEs; the SOEs’ monopoly type tend to natural monopoly rather than administrative monopoly. The
above elements contribute to the rapid Chinese economiy growth during the last four decades. While, the
mechanism is now facing the challenge of further reform.

Key Words: state—owned economy; natural monopoly; administrative monopoly; industrial structure
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