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Abstract

The purpose of the regulatory reform of natural monopoly industries
is to promote efficiency. Although the property rights, the competition
and the regulation are important to the efficiency, the success of regula-
tory reform relies on the institution. The development of theory and the
practice indicates that it is very essential to introduce the new institution-
al economics approach to carry on the supplement and the consummation
to the traditional theory. A

The new institutional economics research does some foundational
work of the regulatory reform of natural monopoly industries. It possibly
has some advancements to some domestic related researches: Firstly, in
the foundation of Neo-Classical Economics, we introduce analysis of
ownership, transaction costs approach for the regulatory reform of natural
monopoly industries. We attempt to outline the general Framework, the
key question and the key content of the analysis on regulatory reform by
the new institutional economics approach based on the introduction of
overseas related research. Secondly, we generally analyze the practice,
the origin and the results of the property rights transformation of natural
monopoly industries in western typical countries, and expound the rela-
tion between the development of natural monopoly industries and the
property rights transformation theory by the new institutional economies
approach. Thirdly, we generally analyze the relationships between the
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natural monopoly industries’ property rights, the competition and the reg-
ulation. This lays the theoretical foundation to clear the ideas on regulato-
ry reform of the natural monopoly industries and to identify the substance
about related argument. Fourthly, we introduce the information condition
along the vein of Incentive Regulatory Theory development. We highlight,
analyze and evaluate the relationship of the development and evolution
and the main content about the regulatory adverse selection model and
moral hazard model to provide the essential reference for the further ad-
vancement of domestic related research.

The first chapter is literature summary. We study the property rights
transformation of the natural monopoly industries in western typical coun-
tries in the second chapter. We found that the property rights transforma-
tion of natural monopoly industries is the results of a variety of combined
factors such as the economy, the politics and the history and so on.

The basic conclusion of the study on the property rights, the compe-
tition and the regulation of the natural monopoly industries in the third
chapter is that both of these two factors of the property rights and compe-
tition are important to the efficiency. As a result of the technology ad-
vancement and the demand change, the natural monopoly industries
show certain dynamic economical nature. The overall trend is that the de-
mand of competition increases gradually, but the special demand of regu-
lation reduces gradually.

The fourth chapter proposes a regulatory reform analysis framework
with constrain of institution through the analysis of the transaction cost
approach, and discusses the decisive function of national institution en-
dowment on the choice of regulatory governance and incentive design. The
choice of governance structure in regulatory reform has internal contradic-
tion between reducing transaction cost and production cost. Therefore, we

must weigh the advantages and the disadvantages to choose the govern-
.2
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ance structure of the regulatory reform in the natural monopoly indus-
tries. Theoretically there is a point of equilibrium existing in the produc-
tion cost and the transaction cost. In addition, the different institution
constraints will affect the choice of the regulatory reform mode.

We discuss the regulatory mechanism of natural monopoly industries
under the complete information in the fifth chapter. We analyze the regu-
lated price under complete information, including optimal pricing with
transfer payments—marginal cost pricing, cost-based pricing and hypo-
optimal pricing with non-transfer payment.

The sixth chapter discusses the regulatory mechanism of natural mo-
nopoly industries under asymmetric information. In the foundation of in-
troducing general relation between the asymmetric information and the
mechanism design, along the development vein of the incentive theory of
regulation, we emphasize regulatory adverse selection model and moral
hazard model. We analyze the regulatory reform of natural monopoly in-

dustries in China by the transaction cost approach in the seventh chapter.
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