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Expansion of China’ s Monopolistic Industries under Imperfect Institutions

Qiao Yue
( School of Economics Shandong University)

Abstract: In this paper we discuss the expansion of China’ s monopolistic industries under the imperfect institutional environment. We
found that a reasonable regulatory goal and motivation are the most critical issues in industrial regulation. A “growth regulator” can
effectively avoid imperfection of institutional environment and ratchet effect caused by incomplete information resulting in the continued
expansion of monopolistic industries. At the same time it also becomes a source of social inequity. To a certain extent a “classic
regulator” could achieve social justice but its requirements on the institutional environment are more stringent. In institutional
constraints if one does not take into account the realities and introduces an independent regulator directly one may lose both efficiency
and injustice. The reform strategy of monopoly industries must be cautiously and carefully selected.
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