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Research on Mechanism of Oligopoly Competition
Based on Principal Agent Theory
——DBased on China Telecommunication Industry

Zhao Shurong' ,Chen Shaogang” , Wang Shaozhuo® , Duan Congfei” , Chen Meijun®

1 School of Political Science and Public Administration, University of Electronic Science and Technology of China,
Chengdu 611731, China

2 School of Mathematical Sciences, University of Electronic Science and Technology of China, Chengdu 611731, China

Abstract : Oligarch enterprises compete with each other by targeting differently in oligopoly market, which increases difficulty of
constructing industry incentive mechanism competitively and competitive strategy of oligarch enterprises by the national regula-
tors. This paper analyses the key factors in relation to profits making of operators by introducing market share of operators and
managers’ effort level to the classic Stackelberg and Cournot oligopoly model based on the principal-agent theory and complex re-
lationship of government and operators. Accordingly, by combining the fixed-line services, mobile services and 3G business of
China Telecom, China Mobile and China Unicom, this paper establishes multi-task principal-agent model so as to analyze the in-
centive problems of three operators when the market is in Nash balance. The results show that operators”profit is in direct propor-
tion to the marker share and effort level, and it5 a good idea for the government to strengthen the effective regulation and incen-
tive, while encouraging the three operators to develop into integrated information service providers. China Telecom, China Mo-
bile, China Unicom should continuously provide the better basic services on fixed-line services, mobile services, 3G business
while more efforts should be put on their individual advantageous services so as to enhance their core competitiveness.

Keywords : oligopoly competition; principal-agent model ; telecommunication enterprises ; incentive
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