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COMPETITIVE PRICE AS A NORM OF

RATE REGULATION

Before turning in the next chapter to those unorthodox principles

of rate making often called "social theories," we may consider the

merits of a general standard of reasonable rates that has received

at least verbal support both from public service commissions 1 and

from public utility spokesmen.2 This is the standard of the hypo-

rherical competitive price. Regulation, it is said, is a substitute for
competition. Hence its objective should be to compel a regulated

enterprise, despite its possession of complete or Partial monopoly,
to charge rates approximating those which it would charge if free

from regulation but subject to the market forces of competition.
In short, regulation should be not only a sttbslitute for competition,
but a closely imitative substitute;

1 ..The purpose of regulatory policy, in the protection which it is designed to

afïord the'consumer, is-to simülâte and substitute the eflects of competition and

Fortnightly 7Zg-754 ç95ù.


