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Abstract

With economic development, in the field of the network economy the
anti-monopoly problems draw increasing attention. In traditional economy, the
enterprises with monopoly power usually limit their products and raise price in the
market, which will result in reduction in consumers’ welfare and the waste of social
resource. In order to protect competition and promote economic efficiency it needs to
make use of competitive policy.In the network economy, the situation is prevailing in

which monopoly and competition is enhanced at the same time.

Because of network externalities, path dependence, lock-out, positive feedback,
as well as increasing marginal returns, the enterprises which are dominant in the
market competition are much easier to form monopoly. This means that in the
network economy, the emergence of the monopoly is a result of industry
characteristics, not necessarily because of the enterprises’ adoption of the behavior
which restricts competition. Admittedly, we cannot take as granted that all the

monopoly is formed in this way.

The reasons of forming the monopoly in the network economy are different with
traditional economy. The monopoly in the network economy is usually temporary. In
order to maintain its own competitive advantage, an enterprise which obtains
monopoly in the market would be more inclined to increase production, lower price,
provide a high quality service and continuous technological innovation, which will
help improve economic efficiency. Therefore, in the network economy, the
verification of the monopoly not only is according to the market share, but also should
consider whether the formation of monopoly is by taking the behavior of restricting
competition, as well as the impact of enterprise’s behavior on market efficiency.
Moreover, the setting of new measurement of monopoly should be according to the
characteristics of monopoly in the network economy and the necessary of

anti-monopoly.

Chapter | of this article is to introduce the research background about the



monopoly in the network economy and competitive policy, to review the related
theories and literature, and to propose the research framework. Chapter Il of this
article analyzes the causes of forming the monopoly in the network economy and the
characteristics of the monopoly in the network economy. Chapter Il of this article
analyzes the impact of the monopoly in the network economy on market efficiency
from the perspective of distributive efficiency, productive efficiency and dynamic
efficiency. The analysis of distributive efficiency is usually related with consumers’
welfare; the analysis of productive efficiency is usually related with scale economy
and as to the analysis of dynamic efficiency, we often study monopoly power and
competitive behavior of enterprises from long-term and dynamic perspective which is
actually to determine the relationship between monopoly power and technological
innovation. Chapter IV of this article analyzes how to use the competitive policies in
the network economy and to make some suggestions by discussing the Microsoft

monopoly case. Chapter V of this article sums up the article.

Innovations of this article are: first, analyzing the monopoly in the network
economy from the view of network economics, together with institutional economics
and industrial economics. Second, using models to analyze the impact of the
monopoly in the network economy on market efficiency. Third, analyzing how to use
the competitive policy in the network economy in combination with the Microsoft

monopoly case analysis.

Keywords: Monopoly; Technological Innovation; Competition Policy
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