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Abstract

Natural monopoly industry is characterized by “Economies of scale”
and “Economies of scope”, which is therefore the main content of gov-
ermnment regulation of all countries. However, in a long time, regulating
natural monopoly industry in China is not for realization of “Economies
of scale” and “Economies of scope”, but an inevitable choice under
planned economy system. At present, the tradition of implementing
strict regulation on all industries under planned economy system has been
broken in many competitive industries. But, the reform in natural mo-
nopoly industry is very slow. However, the reform in natural monopoly
industry still lags behind, which not only interferes with ultimate estab-
lishment of socialist market economy system, but also affects sustain-
able, coordinating and quick development of the whole economy. Mean-
while, with the entry into WTO, the challenge in the face of the devel-
opment of natural monopoly industry is more and more strict. Therefore,
the reform of natural monopoly industry has become an important task of
pushing economic system reform in a period of time. So, which aspect
in which the reform in natural monopoly industry should be implemented
is the most effective? In recent years, many western countries and some
developing countries have the trend of deregulation and introducing com-
petition in the practice of reform of natural monopoly industry. As for
China, quickening the reform of natural monopoly industry through de-
regulation and introducing competition mechanism can alter the out-of-or-
der and low effective status in our natural monopoly industry, enhance
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innovative and competitive capability of enterprises, increase overall ef-
ficiency of resources allocation and increase net welfare of consumers.
Meanwhile, it is also the objective requirements to perfect socialist mar-
ket economic system, which adapts to our background of economic tran-
sition.

This essay is divided into six parts;

Chapter [ : Overall theoretical statement of regulation on natural
monopoly industry. With the deepening of recognition of natural monopo-
ly industry, corresponding regulation on natural monopoly industry is al-
so in constant change. In traditional regulation theory of natural monopo-
ly industry, the economy of scale in natural monopoly industry is real-
ized. Monopoly business is the most effective. But, to avoid its damage
on social welfare, people devise virtual competition system to regulate
natural monopoly industry. Yet, the change of natural monopoly indus-
try boundary and non-commonweal of regulators themselves lead to the
discussion on loosening regulation. To make up the destroy of deregula-
tion on economic efficiency; people put forth re-regulation theory as
helpful complement.

Chapter Il : Introduce competition to reform natural monopoly in-
dustry. First, analyze and the inevitability, possibility of introducing
competition to natural monopoly industry, discusses impetus of opening
up and transition on introducing competition. Second, analyze the
process of introducing competition to natural monopoly industry in two
aspects of separation of natural monopoly and non-natural monopoly and
introduction of competition.

Chapter Il ; Target of reform of natural monopoly industries in Chi-
na is workable competition. First, the paper recalled the origin and de-
velopment process of the theory of workable competition. Second, on the
basis of an evaluation of the theory of workable competition, the paper
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Abstract

explained the theory of workable competition of the natural monopoly in-
dustries in the process of China’s transition. Finally, the paper discussed
the relationship between government regulation of natural monopoly indus-
tries and workable competition in the process of China’s transition.

Chapter IV : Performance analysis of natural monopoly industry re-
form. It analyzes systematically market structure, market behavior and
market performance of natural monopoly industry and current status and
existing problems. It is concluded that the reform of natural monopoly in-
dustry has made some progress but the reform is still not successful.

Chapter V : Government regulation has direct effects on perform-
ance of natural monopoly industry reform. Imperfect government regula-
tion system, imperfect regulation mechanism and absence of independ-
ent microcosmic market competition body interfere with the advancement
of natural monopoly industry reform.

Chapter VI: Government regulation reform of enhancing perform-
ance of natural monopoly industry. On the basis of analysis of main fac-
tors affecting the performance of natural monopoly industry, this essay
put forth counter-measures of government regulation reform. One is per-
fection of government regulation system, the other is perfection of gov-
ernment regulation mechanism and another is establishment of independ-

ent microcosmic market competition body.
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