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Abstract

This book focuses on an exploration of public utility regulation
with the aim of providing theoretical references for China’s public util-
ity regulatory reform. The book is divided into 3 parts with a total of 7
chapters.

The First Part, “General Theories on Public Utility Regulation”,
contains 2 chapters — “A General Analysis on Public Utilities and Their
Regulation”and“Basic Theories of Public Utility Regulation”. The au-
thor starts with definitions, sector and economic features, the social and
economic significance of public utilities and. their regulation, and gener-
ally analyzes the structure, function and history of public utility regula-
tion. Noting the different definitions given to regulation from various
perspectives, the author arrives at his own definition of regulation.
Then the paper moves on to regulatory theories of which public interest
theory and natural monopoly theory are most representative. The au-
thor offers a critique of those views regarding natural monopoly as a
precondition for regulation, which is still widely accepted and points
out that the regulation of public utilities originates not from the theo-
retical consideration of natural monopoly but from a concern for the
public interest. Regulation should be targeted at monopoly behavior
rather than at monopoly structure. The chapter also presents basic fea-
tures of “capture theory” by Stigler and theoretical establishments by
Posner, Peltzman, Becker, etc. and analyzes the relationship between
“regulation under an institution” and“an institution under regulation”

based on neo — institutional theories. The author also presents his own
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conclusions with reference to institutional arrangement and economic
rational as a result of studying American law and economics as well as
the relation between academic legal theory and applied legal theory.
The Second Part, “A Study of American Public Utility Regula-
tion” , contains 3 chapters — “Institutional Evolution of American Public
Utility Regulation”, “ American Regulatory Agencies, Procedures and
Contents” and “The Reform of American Public Utility Regulation”.
After briefly reviewing the early origins of American public utility reg-
ulation, its popularity during“New Deal”of 1930’ s and the relevant so-
cial, political economic and academic environments of the time, the au-
thor moves to the legislation of public utility regulation, including the
legal basis of regulation, the constitutional provisions delegating or re-
stricting regulatory powers, the legal interpretations by courts, the set-
tlements of legal disputes, basic legal obligations and rights of utility
companies, legal objectives of public utility regulation, legislative fea-
tures, regulatory reform and practices in judicial review and the review-
ing of economic rational of regulatory legislations. Then the author pre-
sents the history of independent regulatory commissions, their struc-
tures, functions, legal status and regulatory procedures and analyzes
from both the economic and social perspectives the entry — exist regula-
tion and rate regulation, together with environmental, sanitary, safety
and health regulations. In the last chapter of this part, the author intro-
duces new regulation theories and practices, especially those developed
by Demsetz, Posner, Boumol, Williamson and Littlechild on“contestable
market theory” , “cap — price model” and“yardstick model”, which has
had a far — reaching impact on the legal segulation of public utilities.
From both positive and negative perspectives, the author probes into
the pienomenon of“regulation lag”and the issue of how to establish the

contestable structure in a natural monopoly market. The author also
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saises his own views on how to bridge legal arrangements with econom-
ic rational in the process of study of American law and economics from
the vantage point of the Chinese legal scene.

The Last Part, “The Reform and Institutional Innovation of Chi-
na’s Public Utility Regulation” contains 2 chapters — “On the Reform
and Institutional Innovation of China’s Public Utility Regulation”and
“Thoughts on Some Legal Issues in Public Utility Regulation”. The
author first lists and analyzes five 5 major problems in China’s public
utility regulatory process and offers the author’s suggestions for re-
form. Then the author presents views on 8 theoretical issues in the pro-
cess of public utility regulation. Some presentations try to follow a new
thought process. Also in this part, the author, based on his personal
working experiences, presents two cases and carries out a positive study
of these two cases through applying some principles and theories devel-
oped in the previous chapters.
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