ZHONGQINGNIAN JINGJIXUEJIA WENKU

BAMFERFHTT

sk 2L/ /&

THE EVOLUTION OF WESTERN
ECONOMICS OF REGULATION




Y EELFERX A

R 4 G FNRIE

The Evolution of
Western Economics of Regulation

SRELA F

22 Bl R




siitgdE: 0 ¥ TlW
PR A B
WAt AT
BARGHE: B X

BAMBEFFENTE
LFRIEN R LR . RIT R BIRSH
Fhbb: bR X BT 28 5 WEge: 100036
HgmERLE. 88191217 KFTERREIE: 88191540
R4k . www. esp. com. cn
B, THE{4: esp@ esp. com. cn
& ILHIR T Ep Y
MEEREIT) BT
850 x 1168 32 4 13.875 [Ujk 340000 ‘7
2005 4210 HE B 2005 410 HE W HIMI
FI%: 0001 — 5000 i
ISBN 7 ~5058 —5197 - 7/F - 4467 E4ft: 25.00 Ji
(EBHIMENE AT, FHFxFHR)
(REEFE BEDwR)



EEEN

KR 19T0F4 AL FLARK, TH
ARXFZFFHERL, AL AZF SR
HHE, XRHEFHFRA, AT DA
FHRAFHEEHR LI, L RFXEHFZF
FOARAMNERF . SLBFEARTEE
FAKFEE, LFL(BFFEDE), (BFE
REZFER). (BFFE), (LAABR) ¥
Hos, Tk F KM KRR I 40 B £ M
AHERA, AL S A TR HRF R
Fhefodtt 330 AHARKE A AE A
BAEHFRRLIORA (AP —FL47);
2ttik 3 F KRR,

EIPY, —7 & A F E oy AR AR 5 %
BLLGH I, —F @3t EHOR A ER
KRB YR, AR T2 2 LT
LTI B F M, b HAT AR E
& EFREFREZRIH; AN, 51RE
REHRF, EL# 005, REAMKES b
b KRR R,




52

KPLOE, BRETHESFT IR AfE, B STHEHM
AEAFEBE, —HRA LT R w6 —ExES, 20 it
230 FRAMABIHBREBTHEEXTHLF, BT EH
EXLFER “TWHATRTIE" . WIREHE, T8k EEHN
EHEFARY, ARTHIR “BEARKTE” A7, 2FE
BUFX R “BRRAMF" . Xk, E%?ﬁiﬂ%%%ﬁﬁﬂﬁ
T HEEXEFFERGEIEHAL

@i?ﬁil%ﬁ%i%ﬂﬁﬁﬂ“%ﬁk%?”A?m
ARORBE B LT HEE, RPTHXR “BERRNFE” &Y
AR, ABETHER.

ERFEE, AERETFOBUN T B SRS KEn 25
%, IREINBHALTE. IBY SRR £ e
s NBORE B N BUN T R GRS KBNS T, E%Eﬂ
WBHE.

XEMER-TEENZLEE. B, §Q¢Mdmmm
mmwdmmwmﬁﬁ!ﬁxﬁ%é%oﬁ#ﬂ@#Ziiﬁ

: —REREFY: _EARNLTE. BERE—, 4Re
%%*m%ﬂﬁﬁ%%xﬁoﬂﬁ i%ﬁﬁ*ﬁﬂﬁ&&%&
HHES, EAMEE,

EEGFET, ARRIGEBENLEHFEEREAFTSHE,

o1



Lk Y ot ok 258

regulation HR— T HEEE, EHNELATNRAYT, GRAF
g “HLAT” NEERS, AHFE%%¥E “THanA
B M BRRY WEERE. ROALR, MR the eco-
nomics of regulation AWV L F ¥, HWiFHIFNEHETFEH
A aT¥Er—,

ERFER, BERTHECEFNEhE X ERNEELR
Bk —MiRk, BHETHEUETR, 3EMEFFRMBMLET
MIBUR TSGR, MR, A5 ECRTE, FERE
FFRRORS T BUR T BB & 158 b . XA REER, it
AR ERBORETNEIR TRESLHEY . MREy . Y
AR, WREABAEERORIE LA B, B 6
MERSR AR, ' .

CERFLFED, AVLFEPHAY SURNEXSKS
PREY, SXAEMERZA, EARARZL. SRZAR, =%
FHIARREST BHTHEYE, MEENHHLERTENT
M. ARZAR, SLBHEXEFEMNEYREEL LT RH
RO BBOR . 52T BUR SR W& Iy BUR X T 5 25 40 5 WS U i
ShETBURAY ; AWAFENEY—I5EI RS T B
BETPHSU BN HE . A RREMILTIE ST
KR BRERERNEF - HERRART - W- ZRKH
R (FRREREHFEARM) T (YRR A
F(PEEBER CERIMBOMER)) X XRHRZ 5 8 BUR
WAHETREENRRE: “R/Y, LHAXE, BNEBREIE
WA R SEREP IR RIS HIT, BURAFE
AXBTHREZNFHEAREFEY HEHE HRARK"
( (FMRRBROTFFERBM) F4%, XXER128TF,
XS 137 W) . AW, BEHEHTLFEHNEE, RsxHE
LY P RNORE T HEATENF T

2 -



id

ERE, 2EATEE IR IRE W ARSI
MR T, REH. SERPFIRAFTANTEFY, TRRFER
RESE AL B L, EER, BEAFS¥EEXHTHCER
BTARLBFBSE . KRG L WX —FE X — B [ AT H#E
HT—KE, EEABMAETEHEFE#TEERME, RA
EAETNLH, FRENHTENEL, HHEH—PRRITE
HIXERE, FFEUH R SRR, EEEMREMAWELU DR E
XHERRHEEXTHEFHRTERFET THEARE, £
FrAXENHE, FBHERBLEBAERMENRLELL,

KARELHEE (RTMHEFFHET), REMKE
TS (T ARETETR) HERM EBSGELT R,
EREECHEFREHBBA (FHEFELTFEFE), B
KR, Ve et UM, Fox it B AR i SR B i B

X, FRRAZER,
bk

2005 %8 ATHEARK¥



W "

H# (regulation) N FREBATHLH ( government regulation ),
38 RAR BO A R E SR FIAUK 2 X TR 2 5 I ROR & 5 34T
TH, HEMARRERTHAR, LRESEMORERM, B
SHAIHFLE; TUEERRLARBERANFR. &5, BHE
FAOH R LB O LR . BOaRE . B SRR N
AR, WEFHKNSFERTEEYW, AR LBRK
X—SERT, BAIARAFFEUTEHREET. BN
WAF¥ERUBUNFIHIE S AR SR, REREEFERSES
TRt aBe . BURShHhaNE 8L R A% EaRE 5 T8
MER, HBUN T HMUES T IREERKE: RTBREF%Z
b, BB RBURYE . B¥ . TBUEMHY:, NETHEHE, XR
ETER—ITAZHEM SRR, HAT, EEBIYRA
FEFEN N EESIMBEFEHINEEZ—,

A BTGB KR E—H . BOARH . BRHSK
MAFFF—rSIBERT, REAFAHSEY “HiHk
REBURBST ERHRE. RRMHBOROBER . FRAHIBOR B
WA, HH PR E S KRR EBN %S, ¥ETR
WG ER S A AF B AE IS . MR LA S, B
AHIEE . MHERTHEFRICUARE; NHLERARE
XA RS S HITE2EAE, RN FERA.

-1



R e d ok 34

S

H. NTEERR . B EREE, EHETRE ST EE SRR
PrEmm xR, MBI BT M 25, HRHEEMNNES

L RN, MRS ROV S I, B

RS, X EARE TH 2 £ Xl i R 2 5y
FRARE, A BRARHRAMNE, xS E G5k
HEZHEAN LB, K EBATESRZEE LA ARER
XMEFHATTRBEIRAAKIE . M, ABHE T 28
Fito FILEEMRAH N R AR A SR KT
MERYE, BIAHSFE¥OERSRE, UEEBHPIRY
R, SWEHES0H%,
FVRARNEAREL . AR RFE L RENHRR
OB FE £ R— 1 3% 5% R FBUR 9 17 1F 15— 2 b _EJ% 1R,
B, REXFEBCHEFRYE, BUAY. %%+, RELR
FBURRCEOHSBARKAE, SdHFRFETHER,
KHAIHFBBAM, AIF R H SRS ER R
20 43 70 4R, mENEFEIRNH R LKA E 25 Eie FH R
HERBTSERN . B TR ERSHOR | MAN A5
SRENTHRR . M T RFERSEWEERE, AR5
B HE MBI SCUE Ty W OHER) s IR, BOES BT R A SR
AT AR ST AT, T B A A
MBI, %1 ERALFGAFELER, B2 ERRER
WS SHX AR BAH BB ET. FEHERTHAETH
REFHER ARZBWEL, FETRASMENIR R 2
Hig, BAAKRBWNTRRFE. RS HRZH . BRZINY
IPERUK A VEEIS I TE . 11 R 2057 B0 B 40 X thu 4 3K A T ML 1
BEMEE, “HOETHN THEARZMEELEN, B
HERY; MELMRALEN, 83 itk 8 RZMNERR
PRSI . FBAMEGREIT R—H B — B PR A

2




W =

SEYTEA | RRST A AR R O R B PR A E TR . TR
H A B [E 4R R AL R SF T T R AP A

H2 RAEEAMGES, A28 AP HIEIS RN A3
HAFEISHANER L, 7 “IFRARECRWBOGRE #®
BFREB T ER ., HEIR R R FEA 25 A i A A —Fh
AUEERE, BRAAEREEN F R R (B ®
Mk, AMRFHAEARBOSRE IR RIEEEEH. AEgE
R e £ R AR DG . YRGS L RETE R RN
B LGS I E AL T RIS R . SUE R LR R
—RERNE, HhLRNEESHANFALRSHHERE
fix, WARGRERNAABAER, MR IEE. AHE
B BTFEIR . SUR 2T RS R A SUH S IS AT MR &
M AR RELETURG TR L, FBUATNAANS
FEHITER A, AL FARAERHOR 207 7 A HE 3 AL
BORM . XEMRREAMMBSEMRE, ERUBA%
o ZEUHRARIMBET BB AR, BEARNERE
AR S BER S, RE—- MR, REBRTHS
T 20 140 60 FAS M X TRER ., ©4 . FREMNBEBUS K
B A AR R L RSP REMER, B, i
AR, MERBRSI IR FRREFES, Bk,
B R G PEBETERIS, AR T (a2
) , BREF REMNLEER, TTFRIH 25 i
RAERRERET RE N ARG, 1255 FI R BICAExt
FARMBRBEERE, LRTBNFEEBRRN “E47, B
AEEBUNEFREEA, MRZHFA, FoLHR THE %L
B M,

FI3MMBEMR L, MMM HERREES W
FROME AT X —BTR FEN AN, KR ERA. SEIERE

3



Lipg A Eetat 3ok 333

ERKEIR. WERAREFENEI, NARERRAYKE, T

| BATROTROMLE T R ZBEE, SMERINE R LA
P RTHZE—REES ., U EE . MRS XA g

WHEEBIERE, Fooras BRI RS RIBHH 4
H LR, DIRSTBASRES RS SR B B Bk 2
FrERBFR EOMBUR I AR F S BB R 08 3k, 3
MBI RBEER LT ¥, BFEARI RS X, 88—, £
BRI S BPFENGE R RS HRE, ¥ TFRE—RMER
M HTHESR, B RLAFRH BT B BE R e . Bl
B—RFIBEFRAMR T ORMI SRR, nEamg
RFHI L-M BB, RAERBAFERE V-FEBRF-VE
B, EAASERENSMEMBHEYEEY BER | BRI S
A ISS R R Y B ISS-REER . RESHE/RNBESH
SHEE—RBEEA . FEEENBE— ISR . M R
BR LA RS BN R, R XSG S B T2
AWHR, BETHERRSNBE, FHRRHEFEEHMAT Y
EREFH, EEENE, XLAKMRHER, B0 EERN
PRI SERR D, A AR LBRIE M T — R BZR A, R
Wi, BT E L E— R R AR OER E, it R A
W, E—ERE LHF TSR KEEE, H5RBREAH
o B, ERRFABEFABRMER L, Bk 7EOI4A% BT
AR AR IR, FTHF TR RAT, B Mg
¥ (EEE) HES (BHAN) FE, AN ZTHESSH
Wl BRI SR EARR, TSZ 8, NTIRET —fas
ZRMESHNARE/HBOSHBE—REEE, EFEERNE
BT EROLH , B2O BR) 25 4 B 3 5 T B mh e 30 251
Hig, X—HILHERAUMBIES L. MR EZHA
U, FURTE L X 2 B 3 558 ) 25 4 T R o 1) 25 ) 25

4 -



W =

———"

Fe&kE: MR- EREEMOREHFARRERTEANK,
(2) MzBASHBEEFLE, BAEERRE T RAOR
EAREN R, BUNAERAKKEESHE, RASHE ME
RHRAHERE; ¥%.

B4 RARERTHESIEE, MHERTKESELK>
5 REMHBORKMCR, RN THESE R
MBIREEA K. LRFHAHFBEBEN (R) #RAE
EREEARIAE, X/ IARFE A" K E iR
SORBEIFRE. ERX—HRT, HERILT 52 FAREL RN
NG, ek —E AR AR F2E SUR, 7EB YR BE I8 %
BB, ZORRMARTFEMER, HETHNES S X H
Bo BIRBER S| AR S0 T a7 A AR IR UL, RLHIHE
RTMESFEL T RAERFFLEIGEREE, TESTHA
B, REFEL, HEEFHEES, MIHEBANE “E4
TUHKES” KR, TRERN SRS A SIS
T, ORBAME, BEHABREAMER. AT, MRS, X
PiRhIE 7 TR B MM, T R BER M BRI —Fab T, #RR
REAMESIEZRE NS B F oL #BTES, BYH
RMARLAT, BTLA, EXRREMAHG—FHR. HBEES
WEE EVFRSER, 7B I — R A IR, owkse
2R, Hi, AHERTHES SHME—-MEHLE,
MAEERE R,

R FITMRETEN S RN RS S E L, AT
FRNETHNER . BIERA, RGN & “FRBER" ©
RAE . BB DA P R e AR, e
bt Sk S vy LN PN N AR B o
HEEZR “ER" —MHHEERY %47, R%E
fizhy “#an” FBUF AT BIRM ERT, AT

- 5.



75 4 3B 2 4 B AR

SFFERETHE, f—ERE LRIHZFPREH 5K
Fitk. Bit, EXHEMEELTHEFERBNEEEL. B
FEAHAEXRT AREWSH SRR AHAEEE, “HiR" M
HIBOR A9 . A5 48 F VU o 30h 1 A0 11 2 08 A BRI
ARNB S ERANBONE ., AR5 EHFHNELRTE,

X (BUF) MK AHAERBEL FlEREARH
He BEHEMGIEE  MEERTRESEL



Abstract

Regulation, also named as government regulation, indicates that
the government uses the state’s power to coerce to intervene microeco-
nomics by law in the market economy. Its normative aim is to amelio-
rate market failure and maximize social welfare, i. e. achieve public
interest. But its positive aim is to achieve interest groups’ interest. So
far, the practice of regulation in western states has undergone a dy-
namic evolution of regulation to deregulation to coexistence of reregu-
lation and deregulation. It shapes economic growth and development
greatly. Under the dynamic framework of western regulation evolution,
the western economics of regulation has formed and evolved. It resear-
ches activities of government regulation, strives to solve some theori-
cal and practical problems such as the role of government in the mar-
ket economy, the rational boundary between government and market
and so on. It involves politics, laws, administrative science and the
economics of behavior besides economics, which determines that the
economics of regulation is a frontier science or a crossed science. Now
it has became an important branch and one of the most active fields of
contemporary western economics.

Under the dynamic framework of western regulation practice evo-
lution of regulation to deregulation to coexistence of reregulation and
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deregulation, this book divides the western economics of regulation
into four theories which is respectively the public interest theory of
regulation, the interest group theory of regulation, the incentive theo-
ry of regulation and the competition theory under a regulatory frame-
work on the basis of four research main themes. They are * market
failure and the government corrective actions, examining the effects of
regulatory policies, exploring the political causes of regulatory policy
and incentive issue in the regulation domain’ . This book makes a
comprehensive survey and review on the four theories and their branch
theories from the perspective of history. It researches their main points
of review, methodology, interrelation, limitation, breakthrough and
finds problems with which it is confronted during the further develop-
ment of the economics of regulation, which brings forth a integrated
panorama of the evolution of the western economics of regulation and
open out the intrinsic logic of its evolution. Simultaneity, this book
does some rational and serious reviews on the western economics of
regulation and its evolution, dredges up its use for reference and
deeply considers how to found the economics of regulation rooted in
the socialistic market economy. The final research aim of this book is
to offer academic foundation on why and how Chinese government to
intervene microeconomics. Accordingly, this book’s detailed themes
and contents are listed as below;

Introduction. It discusses connotation of regulation and its signifi-
cance in the modern market economy and expounds the formation and
development of the western economics of regulation. It also introduces
the research background, structure arranged, innovations of this book
and so on.

Part 1 discusses the public interest theory of regulation. The theo-
.2,



Abstract

ry came into being on the basis of the first main theme of western eco-
nomics of regulation being ‘ market failure and the government correc-
tive actions’ . Its rationale has existed in laws, politics and economics
for a long time. It emphasizes that the government be a benevolent
maximizer of social welfare, ameliorate market failure by regulation
and achieve public interest maximized. The concept of the public inter-
est theory of regulation was precisely formulated in 1970s, which was
brought to success when Chicago school attempted to create a bench-
mark of the economic theory of regulation advanced newly. It is criti-
cized in positive perspective because that regulation is sometimes inef-
ficient, regulation emergence is not completely by reason of market
failure and regulatory schemes produces the undesirable indirect
effects in practice; Simultaneously, because the theory contains no
mechanism by which a perception of the public interest is translated
into legislative action, ‘it is criticized in normative perspective. The
part consists of three chapters. The first chapter is an overview of the
public interest theory of regulation. The second chapter discusses evo-
lution of theories of natural monopoly and relevant thoughts of public
interest of regulation. The chapter primarily explores the evolution of
theories of natural monopoly, from the neoteric theory of natural mo-
nopoly based on economies of scale to the modern theory of natural
monopoly based on subadditivity, then to theories of sustainability of
natural monopoly, strong natural menopoly and weak natural monopo-
ly, and permanent and temporary of natural monopoly. Evolution of
theories of natural monopoly also brings evolution of the relevant
thoughts of regulation. Their evolution shows that some regulation on
natural monopoly is necessary and takes on rationality, whereas others
are not necessary. The third chapter discusses the theory of traditional
.3
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optimal regulation to natural monopoly. It surveys and evaluates tradi-
tional regulatory scheme, such as Dupuit-Hotelling model of marginal
cost pricing, Ramsey-Boiteux model of optimal departures from mar-
ginal cost pricing, rate of return regulation based on average cost and
so on.

Part 2 discusses the interest group theory of regulation. The theory
is founded on criticism of the public interest theory of regulation and
the research theme of ‘ exploring the political causes of regulatory pol-
icy’. The theory is a contending theory with the public interest theory
of regulation. It emphasizes that interest groups promote their ( pri-
vate) interests by seeking regulation, hence emphasizes the role of
interest groups in the formation of public policy. It includes the capture
theory of regulation, the economy theory of regulation, the new eco-
nomic theory of regulation and the endogenous theory of regulation
change. The capture theory of regulation is in fact a kind of experiment
observation, that is to say, it deduces by experiment observation that
regulation is not positively correlation with market failure, also not
necessarily embodies implement of public interest, but legislator and
regulator are captured by industries. Thank largely to thoroughly criti-
cizing the public interest theory of regulation and developing the use-
fulness of the capture theory of regulation and discarding the useless-
ness of it, the economy theory of regulation integrates the analysis of
political behavior with the larger body of economic analysis, using the
normal analytical approach of supply and demand in economics to de-
duct the emergence of regulatory policy, which makes interest group
theory of regulation more precise and more hard-edged. However, Mc-
Chesney still believes that the economy theory of regulation has limita-
tions. That is to say that the role of politician is not well integrated with
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