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The Setting of the Notification Thresholds of Concentration of
Undertakings: Based on the Error—Cost Theory
YU Zuo, WEI Xin

(Center for Industrial and Business Organization, Dongbei University of Finance and Economics)

Abstract: Rationally setting the notification thresholds is the key to the system of controlling
concentration of undertakings. The latest Provisions of the State Council on the Notification Thresholds of
Concentration of Undertakings(Revision Draft for Comments)issued on June 2022 has greatly raised the
current turnover notification thresholds, its rationality still needs further discussion. This paper mainly
explores how to identify the factors affecting the notification thresholds of concentration of undertakings
and how 1o set the thresholds.

The rationally setting of the notification thresholds needs to balance relevant costs. Easterbrook
(1984) put forward a theory of minimizing law enforcement error costs, which provides insight into the
setting of the notification thresholds. Based on its core ideas, this paper introduces the concept of
regulatory error in the design of mandatory notification mechanism of concentration of undertakings,
expounds the sources and forms of two types of regulatory error costs, and identifies the influencing factors
by constructing the theoretical model of regulatory error cost minimization. This paper proposes that the
optimal notification thresholds is determined by a varietly of [actors ,among which the size of undertakings,
the review cost, and the notification cost are positively correlated with the optimal notification thresholds,
the proportion and the damage of anti—competitive transaction are negatively correlated with the optimal
notification thresholds. With the introduction of simplified procedure, increase in law enforcement
resources, and improvement of law enforcement ability and level, the thresholds can be moderately
lowered. This paper further put forward the idea of evaluating the rationality of the current and proposed
revision thresholds based on estimation results. We argue that the notification thresholds formulated in
2008 in China is too high.

This paper has made some progress in the following three aspects. Firstly, previous studies on the
factors affecting the notification thresholds were mostly qualitative. This paper systematically identified
the influencing factors by building a mathematical model, and found that previous studies had omitted
some important factors. Secondly, previous estimates of the thresholds are mostly based on the thresholds
of other countries, with GDP as the core explanatory variable for prediction. Different from this, this paper
proposes an estimation idea and method that systematically considers multiple influencing factors.
Thirdly, this paper evaluates the rationality of the current and proposed revised notification thresholds in
China,which has certain reference value for China to revise the notification thresholds.

The policy suggestions of this paper are as follows. Firstly, when revising the notification thresholds,
we should not only take into account the change of economic scale, but also comprehensively consider
various influencing factors and their changes. Secondly, the notification thresholds formulated in 2008 is
already too high, so the Revision Draft for Comments should not further raise the current thresholds.
Thirdly, China should establish an effective dynamic adjustment mechanism for the notification thresholds.
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