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Abstract

During the late 70 s of last century, there was a wave of privatization
in natural monopoly industries and a trend of deregulation in western
developed countries. With this, the monopoly pattern of these industries
broke down, and market competition was introduced. Meanwhile, there
were changes in the government regulation model. More and more effective
regulation models such as incentive regulation were used in the natural
monopoly industries. In practice, it is proven that the introduction of
competition mechanism and switch of regulation model have obviously
improved operation efficiency and service quality, as well as increased
total social welfare.

Economic transition in China is closely correlated with the natural
monopoly industry reform. From the early nineties of the 20th century, the
Chinese government laid heavy stress on the natural monopoly industry
reform, and with the deepening of the reform, the pace of regulation
reform is accelerated. However, because of the character of gradual
transition, the high ratio of state —owned economy and the high level of
administrative monopoly, the effects of reform are not obvious. According
to the requirement for natural industry reform, we will analyze how to build
an effective competition market from the perspectives of institution,
welfare, reform and regulation. The main contents can fall into three parts.

The first part establishes the research framework and theory review.
Chapter 1 brings forward the significance of study on the industries of
natural monopoly industnies in China and defines the research objective.
Chapter 2 is a brief review of the domestic and foreign contemporary
research condition and has a general description of the content framework
and possible innovation. The following is the theoretic review correlated

with monopoly, competition, natural monopoly and regulation. The sorting



€ wras T EEARN L HERESTR

and reviewing of the theory development is used to lay the foundation for
the following study on effective competition of natural monopoly industry.

The second part is the core of the book, which is the content of
Chapter 3, 4, 5 and 6. In this part, we have analysed to the construction
of effective competition market and the corresponding reform in this part.

Chapter 3 is a research on effective competition of natural monopoly
industries from the perspective of institution. After explaining the essence of
institutional transition with institution economics, the chapter designs an
interest game including players of central government, industry regulation
body, monopoly industry and publics, from which we reveal the intrinsic
resistance and motive.

Chapter 4 is a study on the effective competition from the perspective
of welfare. The chapter has a reference on the traditional S—C—P paradigm,
combines the institution policy variable to develop the original paradigm,
makes use of China’s two—digit industry data during 1985 to 2007 as the
research objective, and finds that indusiry performance and industry
structure is somehow but not closely correlated with empirical study.
Afterwards, we evaluate the monopoly power of these industries, and have
a comparison to find the monopoly powers of natural industries are on top of
these industries. Then the newest method to evaluate the welfare loss
caused by natural monopoly industry is used. We also discuss the effects on
product factor price changes and public wealth transfer due to monopoly.

Chapter 5 discusses the effective competition from the perspective of
regulation. Starting with the competition reform and property right reform in
the view of market structure reconstruction, the chapter brings forward the
way of reform in natural monopoly industries, and expounds it with a
specific telecommunication industry case.

Chapter 6 discusses the government regulation model under cost
uncertainty and demand uncertainty, and provides the optional choice of
regulation model, combined with the character of uncertainty and
asymmetric information during the period of the transitional economy.

The third part is the last part, including Chapter 7 and 8. Based on
theory analysis and research evidence, Chapter 7 brings forward the

countermeasures to natural monopoly reform from contemporary antitrust

. D .
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legislation and regulation practice. Based on the above research, Chapter 8
brings forward the shortages of this dissertation and prospects for future
research.

The following are the possible innovations: First, the natural
monopoly reform is introduced to the framework of institutional transition,
with the view of interest groups to reveal the resistance and motive in
reform by analyzing the interest correlated with players of the game;
Second, we analyze the monopoly industry with welfare economics and
measure the monopoly power and welfare loss caused by monopoly with
empirical model, which provides the “evidence” for the reform; Third,
combined with the characters of economic transition, we discuss the effect
of uncertainty on the regulation model, and introduce game theory and
information economics as well as mathematical deduction to analyze the

regulation model choices under uncertainty.

Key Words: Transitional Economy; Natural Monopoly; Workable
Competition; Regulation
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