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The Administrative Obtain of Monopoly Power

and the Market Capture of High Profit
—An Explanation of Identity Change of UnionPay in Two-Sided Market Framework

Qu Chuang Zhu Xingzhen
( School of Economics Shandong University Jinan 250100 China)
Abstract: The overall efficiency of monopoly depends much on the process of evolution of monopoly market structure.

The economy transition in China lead to some monopolies with unique market structure evolution. The monopolies got the mar—
ket position with the administrative force before the transition and then capture the high monopolistic profit by market behav—
ior after. Based on the two-sided market framework the paper studies the UnionPay and the relevant payment card industry
with a two-stage theoretical model. The model shows the differences between determinants of market power and competitive
target in market power caputure and maintain stage. The model also provides an explanation for why UnionPay changed its i—
dentity from a financial institution to a commercial company. The “non-competitive” past and the monopoly present leads to
the low efficiency of the payment card industry and the increase of the cost of all the economic activities in China.

Key words: two-sided market; payment card; UnionPay; economic transition; critical-mass; administrative monopoly
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