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Foreword by Henry G. Manne

Dr. Zhaofeng Xue has written a book of enormous value to
the Chinese economy. It is, in a word, a guidebook to the many
traps and fallacies of American-style (and, even more, European-
style) antitrust law that is being adopted willy-nilly in many coun-
tries. One cannot read or peruse this monograph without becoming
completely puzzled about how such a plethora of errors could exist
in this era of scientific economics and startled by the attractiveness
of this muddle for other countries.

Dr. Xue’s first task then is to demonstrate why such phe-
nomena as large-scale firms, resale price maintenance, vertical in-
tegration , below-cost pricing, price discrimination and many kinds
of mergers are pro-competitive, economically beneficial practices.
The strong economic logic which now explains these benefits was
not, however, always understood. American antitrust laws date
from 1890, while many of the convincing explanations Dr. Xue of-
fers were not developed in the economics literature until the sec-
ond-half of the 20th Century. And while American courts have for
some years now reshaped antitrust law to reflect this newer under-
standing, other nations’ courts and regulators seem to want to stop
the intellectual clock at about 1950, the highpoint of fallacious an-

titrust reasoning.



Foreword by Henry G. Manne

So even though the idea of competitive markets as maximizing
social welfare has made significant inroads on political and eco-
nomic thinking everywhere in recent decades, anachronistic anti-
trust thinking prevails in the very countries that allegedly want to
adopt the best of market economics. Dr. Xue’s explanation of this
phenomenon is reflective of the best in interdisciplinary thinking a-
bout economic problems.

The first and often oversimplified part of this explanation has
to do with economic literacy. The policy makers (and their audi-
ences) simply do not really understand what they are doing,
since, if they did, they would be more enamored of post-1950 A-
merican antitrust jurisprudence than they are with pre-1950 ideas.
To elaborate the significance of the newer learning, Dr. Xue de-
tails the development of the field known in American law schools
as “Law and Economics”, an intellectual advancement of major
significance. This area of study has not only influenced law profes-
sors and economists, it has had a profound influence on the judges
in America’s federal courts, the locus of most antitrust jurispru-
dence. The importance of active educational programs for policy
makers cannot be overemphasized, for without this understanding,
there can be no profound improvement in the antitrust picture.

But the argument from ignorance has a major flaw; it cannot
explain why this particular form of economic foolishness was se-
lected over all the others that are available to politicians and regu-
lators. And so Dr. Xue makes an incursion into an area rarely dis-
cussed in antitrust circles but absolutely crucial to an understand-
ing of what is going on in many paris of the antitrust world, the
field of public choice theory. This subject, the “economics analy-
sis of political behavior” , is, in its more formalized and integrated

form, also of recent vintage. Now, using the kinds of tools of eco-
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nomic analysis that fathered the modern antitrust understanding in
America, we can begin to understand how the interests of politi-
cians and regulators may logically (but not socially desirably)
~ tend them in the direction of old-style antitrust.

This book will lift a veil off the readers’ eyes, as it becomes
perfectly understandable how mistakes were originally made and
why they persist in some parts of the world today. No one can
come through this exercise without expressing strong doubts about
whether antitrust is socially desirable. But if, for reasons of their
own, policy makers persist in this nonsense, at least we know

what to do to ameliorate the worst effects of their decisions.

Henry G. Manne
Dean Emeritus

George Mason University School of Law
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CHAELFER ., =15 RBWEIS RIS EE M KM AT
FEAREE, BB BT RAIA R B AR,
BN SRR E T W3S K R B 1 B b R 4 T 24 0k
(Austrian School) ®, 358 V& %5 ¢ FL S {H A 4 M4 0 2 I HF 42
P24k ( Chicago School ) @, LA K58 I8 A A Fl 28 3 4T A4 Bk

@ £ W Schumpeter, Joseph Alois. Kapitalismus, Sozialismus Und
Demokratie. Bem: A. Francke, 1950. REIEASAE BT EE(FE 106 ) :“5248E
SRRSO TTRER , T EL2 9 S/, AR IR AR BEAE RS T i
RERAERY,” ([ P]erfect competition is not only impossible but inferior, and has
no title to being set up as a model of ideal efficiency. ) B2}, FEARB IR IR/E
GER AT R R TR G2 B, ) 2 T 8 40 AR ¢ R FE R 2
W - B3R O T A 0 A7) ( Armentano, Dominick T. Antitrust and Monopoly -
Anatomy of a Policy Failure. New York: Holmes & Meier, 1990. ) ,i5& A+
“IEEEILRE SRR F A A8 HENNE .

@ £ Schmalensee, Richard. “Thoughts on the Chicago Legacy in U.
S. Antitrust. ” eSapience Center for Competition Policy, 2007, May 2007. {§&
BB “FEAERER , 7E 1970 A LT R VMR I ZBHEOR , B 2 Bk
MAEREE, BN FAREEH IR ECRIEE , BN 2
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B ERBIE SRR, R LE A TR IE . BTFEFE—%
RERMBE, ZMBFLFFR— L EREWBEE FOEms, 8
KB R, AR HE R M AR BT BUR S R IR A BT K T 57 (1 was

reminded how much fun it was to teach antitrust policy to economics students in

the 1970s. Then-recent decisions and ongoing policy debates provided enough
sharp disagreements and economic howlers that it was easy to keep students
interested and amused - and even, on good days, outraged. A clearly negative
aspect of the conservative economic or, as I prefer, Chicago School, legacy in

U.S. antitrust policy is that most of this fun has been taken away. )
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@ 2L McChesney, Fred S. and Shughart, William F.. The Causes
and Consequences of Antitrust ; The Public-Choice Perspective. Chicago, 1ll. .
University of Chicago Press, 1995. ZHR“M LB H{E"EEH KL
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AR ESAL IR R R R EE W, A28 T — S ER
AHER. WAL, AR IL R ZRFENER S ERE
BEAR RS X A EMTEE RS R 2R HRET AR PRER
WHEMEEZA4L,.” (The Causes and Consequences of Antitrust seeks to
move the debate away from the familiar question, What should antitrust do? It
asks instead, What has antitrust done, and why? It addresses these questions
in methodologically familiar ways, using standard economic models and
statistical tests. The empirical answers are revealing. The evidence suggests
that the well-worn debates dividing Harvard and Chicago, while important,
have overlooked more fundamental issues. If successful, the book will return
the attention of antitrust scholars to first principles, forcing them to consider
seriously whether antitrust has any legitimate place in a market-based
economy. . . )
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(Sherman Antitrust Act) , ‘B4 8 PLAE LI BURF £ 51 [ 28 W
BURKIIR M. &id 117 48, [E SE M AN | UL 51 R B TRIA 18
BEXUT5 5 ) SRR TEBE 25 BOL BORS LB B O HIiR], iR A 2
SRR AR 5T, (6 IR 2B R — B M BUE 2B I,
RN G IR B — AR EREY.

BUREER, WEXNEREY, N AT R iE#]RiE
B AR B, AT S ZZRi# 5" (antitrust
violation, BUHI I8 4 ) — 70 N —, M &5 B 22 R TR A 1.
A*EZMEH%E AT Ut B 2 28 i A A 2 A7 B — I TR L R M AR

o HE , KRz ER=AFRAGEA TR, M0 Bk Bk
“)ﬁﬁ%ﬁl_ffy’@fﬁ&ﬂ@‘ﬁﬁﬁﬂ TR, 58 bR A AR AR )
R DL S R AR AR YRR SRR Y 22,

B RS R W K 8 B E IR /8 £,” (By applying the
fundamental assumptions and empirical methods of public choice to the
analysis of antitrust, we seek to dispel the naive view that antitrust is the
bulwark of free market. Our goal is to place antitrust within the same
behavioral system that has been successfully brought to bear in explaining
other public policies toward business. Closing the behavioral system requires
recognizing that, like government regulation of price and entry in general,
antitrust enforcement is shaped largely by private interests and not by the
public interest. We do not claim that the public-choice model explains
everything about antitrust, only that it illuminates a good many more of the

causes and consequences of antitrust than alternative models do. )
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