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Foundations ef Regulation

The Body of Knowledge on Infrastructure Regulation is divided into seven main
sections. Chapter | introduces the general concepts presented in the Body of
Knowledge.
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How This Section Is Structured

Home

Regulatory Challenges
(FAQs)
Introduction
Overview
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Narrative
Introduction
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Regulating Public vs. ’
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Theories of Regulation P
Concluding Observations
FAQs
References
Self-Testing
Walkthrough

The BoKIR first examines utility market reforms. This
section examines why utility market reforms happened
and the shape of market reforms across sectors and
countries.

The next section addresses the development of
regulation. This section describes regulatory agencies
regulation of stateowned enterprises, concessions, anc
legislative approaches.

The next section examines market structure and
performance. This section goes over the advantages ¢
competition over regulated market conduct and the
role of the competition regulator.

Regulation of public versus private operators is
examined next. This section includes examples of how
issues for these types of regulation might differ.

Then theories of regulation are described, with an
examination of positive and normative theories of
regulation.



Overall Condusions o _ o
Even though regulation is often described as a prinepaint

problem between the government and the operator, there are
actually several principalgent relationships involved.

Home The following chapters describe numerous mechanisms of
Regulatory Challenges regulation:
(FAQs)
Introduction Chapter Il covers the Market Structure and Competition
Overview techniques.
1. General Concepts _ ) _ _ _

Narrative Chapter Il examines Financial Analysis, which relates to bott

Introduction the information gathering and incentive regulation solutions
Utility Market Reforms to the information asymmetry between the regulator and the
Development of operator. It also covers additional information issues.
Regulation
Market S;rurt;ture and Chapter IV focuses on using incentive regulation in Regulatin
errormance . .
: : Overall Price Level and Chapter V covers the related Tariff
Regulating Public vs. ] .
Private Operators, DeSIgn ISSUES.
Theories of Regulation . . .
Conduding Observations Chapter VI focuses on Quality, Social, and Environmental

FAQs Issues.

References . . ;

Self-Testing Finally, Chapter VIl examines the Regulatory Process, which
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Frequently Askeel Questions
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Private: Operators
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FAQs
References
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Walkthrough

The Regulatory Challenges section features a comprehensive
list of Frequently Asked Questions (FAQs) from regulators. Ti
answers to the FAQs have been prepared by regulatory
specialists and by practitioners and include links to useful
references. These writaps and supporting documents provide
additional resources for those addressing difficult
infrastructure issues.

The answers to FAQs such as those listed below are intende
help decisioAmakers think critically about the challenges they
face:

What are different types of mistakes made by regulators whel
conducting price reviews?

What do regulators need to do differently to tackle the needs
of poor consumers?

In what ways, if any, should regulators treat SOEs differently
than investorowned infrastructure operators?

What is telecommunications interconnection and why is it
important?

What are the foundations for regulatory activities in
infrastructure?
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The principal resource featured in the BoKIR is the list of (and access to)
references that is provided under each section. The literature includes decisions
and publications by regulatory agencies and other governmental bodies; policy
advisories by think tanks, consultants, donor agencies, etc.; and research by

academics, consultants, and other experts.

In the General Conceptsection, references are organized

under the following categories:

wRationale for Regulation \

wRationale for Reform of Infrastructure Markets

wCommon Roles of Regulators

wRegulatory Objectives and Priorities

wRegulation of Market Structure vs. Regulation of
Conduct

ARegulation of Public vs. Private Companies, of
Existing vs. New Firms

AOptions and Critiques for Private Participation in
Infrastructure

ARegulatory Instruments

Alnformation Asymmetry and Limits to Regulation

ALaw and Economics j

Further divided into:

wCase Studies
wReferences
wCore References
wSectoral References
wOther References
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Self TestingTest your command of the BoKIR content for each
section. Answers are provided with an explanation and with
references for further study.

Which of the following is false?

(3 Histarically, many countries in the developing world attempted to provide
infrastructures service by forming state-owned monopolies,

(» Inrecent decades, it became clear that many public sector monopolies
were inefficient providers of utility services.

3y Dwuring the 1980s and the 1990s, most countries dramatically increased
public investment in infrastructure, leading to significant improvements in
sectar perfarmance.

{3 Some countries have sought private capital for expanding access to
infrastructure services,

Glossary Keywords throughout the text are hyperlinked to a
glossary for complete definitions (also available in other
languages).

Operator: In the context of infrastructure networks, the operator is the enterprise
responsible far ensuring service awvailability and continuity. Far example, in electricity,
it would be the organization responsible for ensuring that supply is in balance with
demand. The word can also have a special meaning in telecommunications: a
telephone company employee who assists people with calling. The role is automated
in many countries,







