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Abstract: The analysis of privatization of SOE’s (state-owned enterprises) in this
paper is based on the assumptions of product heterogeneity and price competition,
trying to reveal the interdependence between the development of PE's (private
enterprises) and the privatization of SOE’s. On one hand, the pricing strategy of a PE
is influenced by the characteristic of the industry, cost advantage and product
advantage of the PE and degree of privatization of SOE’s in that industry. On the
other hand, the development of PE’s stimulates and prepares the conditions for the
privatization of SOE’s. We inspect the influence of the privatization process on
equilibrium prices, quantities and market structure and show that the reform policies
that treat all the SOE’s equally without any discrimination are not consistent with
general rules, while “big bang” always causes disastrous stagflation.
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DEVELOPMENT OF PE’ s VS. PRIVATIZATION OF SOE’ s

A MIXED OLIGOPOLY MODEL BASED ON PRICE COMPETITION

Abstract  Theanalysis of privatization of SOE’s (state-owned enterprises) in this paper is based
on the assumptions of product heterogeneity and price competition, trying to reveal the
interdependence between the development of PE’s (private enterprises) and the privatization of
SOE's. On one hand, the pricing strategy of a PE isinfluenced by the characteristic of the industry,
cost advantage and product advantage of the PE and degree of privatization of SOE's in that
industry. On the other hand, the development of PE’s stimulates and prepares the conditions for
the privatization of SOE’s. We inspect the influence of the privatization process on equilibrium
prices, quantities and market structure and show that the reform policies that treat al the SOE's
equally without any discrimination are not consistent with general rules, while “big bang” always
causes disastrous stagflation.
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