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Review of the Competitive Effects of Cross-Holdings in Oligopolies:

From the Anti-Trust Perspective

Yang Jianxia Zeng Chenhang
(School of Business, East China University of Science and Technology , Shanghai 200237, P.R.China;
Wenlan School of Business, Zhongnan University of Economics and Law, Wuhan 430073, P.R.China)

Abstract: Cross-holding refers to a situation where a firm holds passive ownership in another firm, but not
in decision making, behaving as a silent investor. Cross-holdings (CHS) can be categorized by two dimen-
sions. The first is based on the structure of CHS, including unilateral Cross-holding, bilateral CHS, and
multilateral CHS. The second lies in the relationship between the acquiring firm and the acquired one. Such
partial cross ownership can happen in the same market, corresponding to the horizontal CHS, or in the ver-
tical related market, corresponding to the passive vertical integration.

In fact, there are over 20% of all Chinese listed companies involving CHS. These companies promi-
nently increased their market performance and power. Meanwhile, their partial cross ownerships u-
sually lasted for a long period. These CHS facts may be a signal of long-term tacit collusion, but
have been exemplified from The Anti-Trust Law of China.

Motivated by the current situation on CHS in China, this paper makes a survey on the effects of
CHS on firms’ competition in order to attract academic and governmental attention for anti-trust
purpose. First, we mainly review on the effects of horizontal CHS on firms’ competition, and the
corresponding anti-trust policy implications. We survey the competitive impacts of horizontal CHS in
three aspects: (i) the comparison of the market outcomes with and without CHS; (ii) the effects of
CHS structure on industrial competition; (iii) the effects of how a firm increases its cross ownership
on firms’ competing behaviors. As a whole, horizontal CHS generally mitigates firm’s competition
and lead to market inefficiency in the short-run. However, its effects on long-run competition and
social welfare are still ambiguous, depending on specific conditions.

Subsequently, we summarize the effects of passive vertical integration (PVD) and its structure on the
short-term competition between firms. Whether a PVI enhances social welfare depends on the
natures of both upstream and downstream competition, and the vertical CHS network architecture.
Moreover, from the perspective of long-run competition, PVI may facilitate upstream collusion
when some downstream firm acquires cross ownership stake in some upstream firm, and vice versa
when such cross vertical ownership occurs reversely.

Finally, we discuss the limitations of current literatures from the perspectives of repeated games,
structure of CHS, ways of increasing partial cross ownership on oligopoly., and the empirical
studies. At last, we propose some future research directions based on such limitations.

Keywords: Cross-holdings; Competitive effects; Tacit collusion; Passive ownership structure;

Anti-trust
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