@L—J‘ <L
Public Policy deolali a.u',!w.’ ‘

Regulation and Public Enterprise Lolad! aluss jﬂ" ﬁb.ﬂi] |

poloadl Gabill oa Bl 5LVl ) Lol il ST o
d 3505 of quay Ll 4f ¢ Antitrust Laws ,LsiaY) 16lS, ailgd)
22355 § Gyel! S35 cdin] 3]y Cagmdl § [yloy s So5 U Lol
Lol — Ly gall Belis] Gt Baslill — Tpasdl GidlSU Lglus ba
odg 150 095 o e Sl ey ol 035! bl pos Y
Malfunctioning Liss wlslio § wluwill pais ¥ 15LL of ¢2, L)
d Lilide wla,u) Loall @leasdl Lydus s Leadsy Industries
NEIW= ]

& il JISSYI 03 gd Dubinal) LY Jf 5 bt LI 130 J
I Gesis Lllas gy . Lpmo L3y oladl il § 3l
S B e Le LiBuss ! Pl 5LasYly sludly ¢ JSuglt pealis
Sl oa G e ol Sl eyl Gan @il pasll gl
o 3 Laedly Lbadlall o)ladll os S Gl 385 Wiy« la e
Jall

Yyv



Direct Regulation of Business J e sl f.,gB.ﬁiﬂ
Loll 3L Lol ¢ o Soyo ¥l aleaiBl o Tsla Bapae wlolld
2 (23 oo Yoy udlll yughs Leladl Tulpead! Jylos o) wdlolslly
L] s gl § cidglomg Tdome Gl Load) oSl pliky s,
ULl sy yne o SLai] oledd ol(SiaYl oda i) Jilus
wlaill @shes ple JStpy  Ldgud! Ul 0ig) JUs sl Tlonall Lolall
colully ¢ lydl eloadly ¢ grabll 3Uly < L3 yeSI Bl 3935 S
o Jeand iy Lo )| wlblodl Lpojlal Lo, Sisl s Jall
Sy o og0ally  Lalandl Lo jlos pSod Llae m5lyly colanhis
fgnil 5,3V JLasYl wlasmy paend « Lbomall ilbilonly LYyl
gy cenlylaie¥l ol paudlpdl UM o 9l pamy JI saadl gl
by LolSind Blyad Gl 685 o) o) i D3gamme Guudlill 235 o]
S93 Oy ladl o2 ol oled) b pao B Lo Gl ey ol Gl
doe syl @I Gy (bl G LaS) pedlby) Twlia gy lyd
of oSay Uss Lsliall 032 & 3lsll dbluy LagSadl 325 8,231 lu

Gyl iy
Lgge LBl Ll 593 Gl ol LogSadl o il Sy il
35 elabiilly olsill 03a oo S of 0o poJl o Dola wlelio |
LB i D183 . Ul il DA i ol Lelaabs § Jages
ibl_.Jl $_tie5 The Federal Energy Regulatory Commission 4! ysdll

iy el S U bybis wlassy jyal apaos § Lsladl

Yvy¢



LAl (il jan iy pLall Ji) o5 Status Ladlo Ledy ¢ bV
s of Loyl LSy oda ¥l by hs IS ,ay s3I (sl
3 oy . l¥ell Gy Ugiidl T30 e Bl Uand! Hlacol @ Vans
3 a0 Gab 31 Jaluall (5 ynadl pSoil) Sy Beiy p6 1 AVA plo Jun]

The Federal Lf,alf e¥leas¥l LISy Lal . ol LA o JulS

Slyalilly iledl @l s @ Yans pliiid Communication Commission
Ll dly L3 dlae Jf dgall § Loyl pSasy 48111 Lsloas
oi—ny Lely cadl il oLl 0o pnll mies § pSoill > os
G pSodl § 8,08 Ll pud oSy cendl ey o 81 § wldlall
eS¢ LaSos s (Sl g bt gf) oSkt Sl plss ang ply . yal
ol Bload! Uygh IVl Jlave § Lblll Ba> § wlolyll pbins of
The LYol ¢y 5 Lol UISy b Syl L8l oYl sax] ¢

Long il YL Sgll padl oy cInterstate Commerce Commission
Sl Vs adg 3 Bedll Sdiss Lygh o b 2 Lyl 0l
cadly iy Aag el g b1 e B colS ey Lazasdl LSl wlasdly
Bl L madl Gy bl (o Jal) wloss) a1 ¥ ndy § LSladlo
Sl jlasl wVans § pSadll o Liuadlo @ paibly ¢ S 4>
L Lol Lbge Bolw lS,801 Gany Lpud s I plsll 3 Lagasdl
B LS Lo L oIS wis The Civil Aeronautics LF?.a.li Oyl
Lelos CiBys Lagdl o)y cl¥gll G gl GBI ylawly bybis

Al wlaginl i 31 Lgandl bghi| adiy

YYo



iUl o apandl Lpebiill wliugll o Bua T Cile Gadiy
sga b Lbgdl JSLaglly LI (e Jalilf Lgd LI o3 oS
il bl T o« Loladl Lpaisdl Lowlbd! e Lgid gi—ous
&gl wilalas o Bagae CI}_? I""“L"‘l’ P33 Federal Reserve Board
LIUI glye31 Jals LISy pliisy . Jlpaaill bl Y1 pllsid Lyl Tyl
Jalily H_.fﬂl 8 ,—wlow Jlesl Securities and Exchange Commission
b g b L pgSlens Bag g Leg Oladd LD e o BRyby JUI
Jros3y 0 pedisall @IS, gl Jgo wloglall s Boazne g1l yudys
o s Ty Lol ol plgST e w0 oo Lalendl pudys o 2liaS
ey otaiodly oY1 Glywl § Securities LU glydl § oslelasy
pine 3 I5alos 45 sl psl] 53T gl slosl e a0l 0 on pi)
wlingll im0 Logame cilss 0 V) ¢ aUl sinll I Lung 201 pa ol
Wols Llad) — olain ¥l pliil] Lfgione Leile o Jonil FES
Linbs il Lnally ¢ 5> LSNgE ) wlaiidly celiS, Ll Ldluy « Bl
Fymll Sl g g5 S by on Ling (5505 Ulaly L3l
Bagaa] eoledsially
Reasons for Regulation abidl/ ]
e Il 13n s Jalas of LiSay 5] STagail] ool undy U
s sl Sl Jf ol ol Wl e Oyl LU Lyl
g ST e dno Jolais of LiSay ol Lplall puliidl] Wb s Lo bl

IS o G5 03 abiall Laball 058 § umdl 08 L2V Julos

Yya



L mabdl plavilly . algll § wlodidl] 0da G Ao Janll
oyl 5,80l t’j'“ sy pody &r.l,gb.:dl @_Lll Ol G 1 omalain
e 0da Jaxs of cuad g o (aSE of oSe Lada, W 5V,
Correcting Market Failure §g! J29 el (M)
Lyt JSLagll ns STyid gl pabiiil] of copualaiB¥ 0351 < Loyl
gl (LYl aagly Bass Lol Lolall wllf IS5 Laudlial] ud
(S 2 3l ] lpolaidl iy lossll o 1S,20) 038 plans
Ll LS @l 0985 0 Jaes @bl wiSysy  Lubomall Lg3lgud Ludlly
P Lo o Sty Jond Dy gl LUl s Loy, Ul o2y o Qe
oy b b Lpladie e Gilblly Ll go wanl Leliall § o9,
e oy Llilly  Lalall 0 5,08 Loyl 1501 g3 of oSy <l
External Ly )l> Lpolaidl wijpdy pas oadis of oSy @IS 40 0l
Ll o sy of oSay 53! gl s S 4S5 :Diseconomies
Jl Loasl poaiiy pois ! o3 i)l wlS,a T e Coyais of w5
A3 ol Lmajly G ang V1 5L 18,8 T ol LSBasl anl Jjia
s Lol ol ol Gy J3idl anlo b iz B30 JS gf52df
Natural i—madbll ol )i Glonl 03 o5 poiis 1igly 3L
.Monopolies

s LS L Julas & L1y Ly by ps iy (sl CLAng ol
Ui Lingyyp l5La] i Lplh J55 590 Dbyl ISl 030 S5
Sl of 65k of LiSary Luw LugalS of <ALy L BeliSy <., lgal

YyYv



Jis wlebiall o3a 1S 13] b B pal sl GhALI pgrsd pabsidl Pl §

w2t e Loy puliall wdss of g A1 “Ggell J28° 50 il
o s 1 il s 08 ol ppail o psnll 2,3 3D ¢ 2ll3 o
paLaally USasll ASI pwlpnadl gl (le Db ilad

Resolving Political Conflicts {uwlsd! wlelydl J>  (Y)

ety 05 Sded L Lslpedd| LIV Uiy M Blin] bl ag Loy,
Jgmane it o 5,08 Lland pgie (o3l wpandl S o gl
bid ol Lol 6,5 03 Laab oo apandl Sy gedl J] pgise
Ulamg LagSol QS Y (gauss 35 Asgarna JSy Ughny Liygps L]
225 ol a5 (Abldl S Leadl 5 g ) sl LogSally . Lealas
sLs | g LosgSadl Ban oY ¢l Gud bl AS LNS 0o Jras Q)b
of oSay Uigyb ass Yy 5,31 50 Lpploast olag of oSay i Tude Yl
ol edis of g9 DA U8 el Ao 5l LogSall Ly 55
o35 of LagSol) (Sagh UiSan Dom sy i il gl paliiilly 163!
Tpwlpad| izl WS an 5 o0y ¢ bl punsdl spund] Lpaabils L

iadily dale JS2y ane ol oy Lialll 4k i uBgll
b LS 03 a8y Lesila o Jonl ghaad of e LgiSay Tyaalill

gine Loyl § by apasdl 180y Laisis JEW It AT ERH]
i i ylacal g iy 2ol 15] 0o hll Lo G of Lind) oSy
oL oy amasl Su o b3 of roomsd A Bgll Gy ¢ )
T J3l 039,331 0 gl8UI1 OIS 13 Uy ooyl oalBU oo Glod | ylanod

YYA



158 008 ¢ Lonolousd] Ll om Loghiis JBT 1 ¢ 0Dl B o0 i1 kS
Ll ooy s ol 0l disemss 5Siay Lo il Loy ol 2l
b b JS 2 caasly oY1 Ty ol o 31 GBLIF LS Lolais)
Oplaia J 5)56 00 32 adsy by pua Ml Logaral

Providing Political Benefits Lyl S5lsd e (M

Lass a3 LogSll ol 0 iy gl L8] 4 o] £ Hling
S Laryy Llilb 5 Lwliw 595 Ll lins bo Logarna pllas pasvy
Ol Sl padinn of oSey puiill 13a Jts of Loliaall slae]
o) Lndts Gmgall 2,31 095 35 080 b iy Ldlill b g 232l
J—=1 o ot 2Ll s) Tladl LSS iy 955 Legannall odn
Dbl oo Ll Lol s Lag pgislial Slam sl slay] glad
BpusS 0955 o B> o Lol s¥3a oo wnly T 5,lus oSy ¢l
el3ll odgy Loliall 2,5 4l 9)lylly il glis] Jf andss 1 Aoyl
- = () L e Lo o LI 03y 3Ll
8 ygmall D! 7395 oSy .The “Capture” Theory of Regulation
Ul St ol Ll 01 ) B Dy ghang Gl Tmazyll
3By oLl s ByuS Tyt Ge oy oY Wbl was 3k gl

o ALl GBlaall pany G-y Ll odjis of cogass 3] cpassy

(1) This Model is Advanced by John R. Baldwin, The Regulatory Commission and the

Public Corporation: The Canadian Air Transportation Industry (Cambridge, MA:
Ballinger, 1975), and Richard A. Posner, “Taxation by Regulation”, Bell Journal
of Economics, Vol. 11 (Spring, 1971), PP. 22-50.

(2)George J. Stigler, “The Theory of Economic Regulation,” Bell Journal of
Economics, Vol. 11 (Spring, 1971), PP. 3-21.
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(3) James Q. Wilson, ed., The Politics of Regulation (New York, Basic Books, 1980),
esp. Chap. 10. '
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(4) Harvey Averch and Leland Johnson, “Behavior of the Firm Under Regulatory
Constraint,” American Economic Review, Vol.L11 (December, 1962), PP.1052-69.
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(5) For Other Examples See A.E. Kahn, The Economics of Regulation, Vol 11 (New
York,. John Wiley, 1971. PP. 49. 59.
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(6) RE.Caves, Air Transport and its Regulators (Cambridge MA: Harvard University

Press, 1962) Chap.14, George W. Douglas and James C. Miller, 111, Economic
Regulation of Domestic Air Transport (Washington, DC: Brookings Institution,
1974).
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(7) For a Study of These Contraints ona Regulatory Decisions, See M.E. Porter and

JF. Sagansky”, Information, Politics, and Economic Analysis: The Regulatory
Decision Process in the Air Freights cases, “Public Policy, Vol. XXIV (Spring
1976), PP. 263-307.
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(8) Paul L. Joskow, “Inflation and Environmental Concern: Structural Change in the

Process of Public Utility Price Regulation,” Journal of Law and Economics, Vol.
XV11 (October, 1974), PP. 291 — 327.
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(9) The Evidence is Summarized by Louis De Alessi, “An EconomicAnalysis of

Government Ownership and Regulation: Theory and the Evidence From the
Electric Power Industry,” Public Choice, Vol. X1X (Fall, 1974), PP. 12-22,
Almarin Phillips, ed., Promoting Competition in Regulated Markets-(Washington,
DC: Brookings Institution, 1975), Chaps, 5,6.
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MIT Press, 1983).
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eds. (Boston: Little, Brown, 1981), Chap. 2.
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(12) Thomas G. Moor, “Rail and Truck Reform The Record So Far,” Regulation, Vol.
V11 (November/ December, 1983), PP 33-41.
( 13) Ann F. Friedloender, “Equity, Efficiency, and Regulation in the Rail and Trucking

Industries,” Case Studies in Regulation: Revolution and Reform, Leonard W.
Weiss and Michael W. Klass, eds. (Boston: Little, Brown, 1981), Chapter. 4.
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(17) The Ideas Presented are Developed by Baldwin, The Regulatory Agency, Part 11,
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United States,", Journal of Law and Economics, Vol.X1V (April, 1971), PP.
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(18) The Following Studies are helpful, in addition to those already Cited, Wolfgang

Friedman and J.F. Garner, eds, Government Enterprise: A Comparative Study
(New York: Columbia University Press, 1970), Richard Pryke, Public Enterprise
in Practice (london: Mac Gibbon University Press, 1971), William G. Shepherd
et. al, Public Enterprise Economic Analysis in Theory and Practice (Lexington,
MA: Lexington Books, D.C. Heath, 1976), Part 11, Chris Harlow, Innovation
and Productivity Under Nationalization (London: George Allen and Unwin,
1977).
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