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Abstract: Recovery of stranded costs is perhaps the most liti-
gious issue encountering regulators in promoting competition in elec-
tricity utility industries. This article builds a dynamic model of Cournot
competition which takes into account a particular regulatory mecha-
nism. By the model, we are able to show that efficient competition and
stranded costs recovery are compatible. In addition, some policy ad-
vices are put forward in dealing with stranded costs point to the ques-

tion of stranded costs in electricity utility industries reform in China.
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