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Author’s preface

Economics is a social science which provides optimal solutions to the socie-
ty. Any economic researcher who intends to create an economic theory must con-
centrate in resolving the key current problems of the economy.

The book, “research on market structure paradigm” mainly concerns follow-

ing 3 issues.
Optimal regulation of monopoly

Because monopoly has both advantages and disadvantages, it is the most dis-
putable economic issue. Because of its price plundering and inside inefficiency,
monopoly has long being blamed. Nevertheless, monopoly once was encouraged
since it is the natural result of economic evolution. Actually, internet provides tech-
nological means to perfectly resolve the problems of monopoly. Because monopoly
can achieve the best scale economy and the highest controllability of management,
and the disadvantages of monopoly can be annihilated by systematic regulating
measures. No doubt, all demerits of monopoly are caused by asymmetry and insuffi-
cient competition. Naturally, the problems of monopoly can be addressed by the so-
lution of sufficient disclosure and solution of sufficient competition. For monopolis-
tic enterprise, because there is no competitor, sufficient disclosure do not affect its
management and profit. Therefore it is feasible and reasonable to sufficiently dis-
close all managerial information and financial information. If the monopolizer refu-
ses to abide by the order of disclosure, the society can foster another monopoliz-
er. A monopoly which is discarded by the society will not be able to exist. Once the
significant information of monopolizer is sufficiently and timely disclosed, the mo-
nopolistic enterprise is a transparent enterprise. The profit rate of monopoly and the
efficiency of using capital are very clear. sufficient disclosure destroyed the base of
price plunder of monopolizer. Only when monopolistic enterprise profit rate is low
than average, can the authority allow the monopolistic enterprise hike the price of
its product or service. The solution of sufficient disclosure is not only effective to

address monopoly’s price plunder, but also regulate it corporate governance.



Because there is no competitor at the monopolistic market, the business of
monopolistic enterprise is controllable. The society can promote the competitiveness
of monopolistic market by competing for the right of managing monopolistic enter-
prise. The so called two rights separation actually is limited separation, and the
owners have right to make decision at hiring manager. Because of the controllability
of business, it is possible to let the right of management totally independent from
the ownership. Under the situation of two rights absolutely separation, the owners of
monopolistic enterprise become a style shareholders who do not interfere with the
business of monopolistic enterprise and do not participate in the work of manage-
ment and they share average profit in a fixed time. The society can offer the right of
management of monopolistic enterprise to the professional manager or professional
manager group with good reputation and strong management skills. The manager
who won in the campaign running for the right of management is empowered to
manage asset of the monopolistic enterprise and obtain the benefit of running this
enterprise. Competing for the right of management can reach Bayesain — Nash equi-
librium and thus the manager obtains managerial revenue and employees get wage
and shareholders of monopolistic enterprise get average profit, while the consumers
get the largest surplus.

Because there is no competitor at the monopolistic market and monopolistic
enterprise has strong ability to determine the price of products, monopolistic mar-
ket can actually be treated as a risk free market. Monopolistic market is potentially
a perfect field of non risk investment for social security system. Under the anti mo-
nopoly solution of sufficient disclosure and the anti monopoly solution of sufficient
competition, the business of monopolistic enterprise is relatively easy and comple-
ted transparent. Enclosing monopolistic enterprises as exclusive fields of non risk
investment for social security can ensure the low income groups stably share capital
income. Once the low income class shares average profit from monopolistic enter-
prise, the right of participating in work is no longer important and the effective
purchasing ability of market economy will be greatly enhanced.

Therefore it is possible and urgent to optimally regulate monopoly.
The theory of monopolistic market structure paradigm

Even though there are four market structures at market economy, economics



leaves much to be desired at this issue. Classical economists and neo - classical e-
conomists strongly recommended completed competition paradigm. Since Schumpet-
er criticized its poor scale economy and easiness of being infected the virus of eco-
nomic depression of the completed competition model in his classical work, com-
pleted competition paradigm has been discarded by economics. Chamberlin sugges-
ted monopolistic competition paradigm, which has not produce much influence,
and has no much literature support or criticize the paradigm. Even though Cham-
berlin mentioned that large size enterprise and small size enterprises gather together
may be the best, the two kinds of enterprises are heterogeneous. Facing the compe-
tition of large size enterprise which has good scale economy, small size enterprises
have to reduce the function of products or use inferior materials, thus the quality of
products in monopolistic competition market will be worsen. Influenced by the
methodology of SPC analysis, Histone proposed oligarchy monopolistic para-
digm. He believed that oligarchy monopoly has relative good scale economy while it
has relotively strong competitiveness. Following Histone’s research clue, a Chinese
economist Du recommended oligarchy monopolistic market structure as the path of
China’s industrial development. Actually, oligarchy monopoly is not the best no
matter at the aspect of competition or scale economy, thus oligarchy monopoly at
most is an eclectic and acceptable market structure.

Based on the theory of optimal regulation of monopoly, the author of this book
creates the theory of monopolistic market structure paradigm. This book mainly con-
cems about the methods to build monopolistic market structure paradigm, the way to

establish symmetric information, and suggestion to achieve regular corporate govern-

ance etc.

The theory of no risk investment of social security

Not only the serious problems of distribution of market economy have been be-
ing criticized, also the severe situation of social security is challenging the necessi-
ty of adopting market economy. The social security act published at 1935 an-
nounced that meeting the basic demand of pubic is the responsibility of the govern-
ment. No matter the capitalism or socialism, failed to meet the basic demand of the
public, no government or social institution can exist. The traditional ways including

enlarge employment and establishing social security founds seems no long effective
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to ensure the public to maintain their basic living. Because the automation of pro-
ductive system has been greatly improved, the demand of labor force of social pro-
duction and social service system has been dramatically reduced. Similarly, as the
result of human life span is prolonged, the retired time during which people rely on
social security is become increasingly longer. Therefore the pressure of social secur-
ity on government finance will be extremely high. Actually, the contradiction be-
tween using automatic machine and enlarging employment has become the most dif-
ficult dilemma of market economy.

The scarcity of revenue of social security investment has been increasingly glo-
balized. As the most developed market economy, US has serious problems at medi-
cal insurance, while China who is the largest developing nation with the fastest e-
conomic growth rate owns debt of 9000 billion at social security system, according
to the World Bank.

Obviously, in the society of technology being highly developed, the accumulated
huge number of fortune is large enough to meet all demand of the public. It is urgent to
adopt the system of no risk investment of social security. As mentioned at the theory of
optimal regulation, because of its controllability and its easiness of management, mo-
nopoly is the best potential risk free investment field for social security.

Actualizing Non Risk Investment of Social Security is a huge engineering
which needs a detailed plan and a long time preparation. Non Risk Investment of
Social Security should be run according to the principle of commercialization, and
the capital should be raised by personal accumulation, by compensation from com-
monweal work, by non interest loan or by public finance. After the beneficiary is
dead, the money paid by government finance will be returned to state fiscal.

The low income class, functionary and all public are respectively the objec-
tive of Non Risk Investment of Social Security. Because the functionary is powerful
and significant at economy, even though they never are the low income class, it is
significant to offer functionary capital income in implementing Non Risk Investment
of Social Security.

Non Risk Investment of Social Security is the only solution to address the deep

contradiction of market economy between enlarging employment and extensively u-

sing machine.
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