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In spite of China’s enforcement of the Anti-Monopoly Law (AMA) in August 2008, the issue of how to effectively regulate administrative monopoly remains the most serious challenge. The rejection of Coca-Cola’s acquisition of a domestic beverage company by the Ministry of Commerce in March 2009 is the latest proof of irrational intervention by administrative power. Administrative monopoly will not only destroy competition order and economic democracy, but breed economic nationalism and trade protectionism as well. The largest entity causing the most serious monopoly in China is neither private enterprises, nor multinationals, but the large-scaled state-owned enterprises backed up with administrative power. In the process of integration of banking and commerce promoted by the Chinese government, market power has forged an even tighter link with the administrative power and created a more powerful monopoly. China should regulate the administrative monopoly on the basis of Anti-monopoly Law as well as industrial policies. Otherwise China’s economic democracy can never be realized and development of political democracy will lack an economic foundation. I approach this issue from various perspectives including game theory, comparative study (with the US, EU and Japan), positive analysis (fieldwork in the Ministry of Commerce and five large-scale state-owned enterprise) and economic analysis. I hope to shed light on how to regulate administrative monopoly effectively by drawing lessons from legislative and judicial experiences in the US and EU. I plan to finish the research by the end of 2009.
