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of Power Industry
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Abstract; From the legal-economic angle, the marketization reform of
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public utility means the breach of the initial regulatory contracts by public-
utility controllers, leading to damages to public utility enterprises which are
known as stranded costs. And the compensation of stranded costs based on
the efficiency principle is the remedy of the breach of regulatory contracts.
The above logic is the core of the legal-economic issue caused by stranded
costs. The paper makes a legal-economic analysis on the relationship be-
tween related controllers and public utility enterprises in the reform of
China’s power market. For public utility controllers in China in the absence
of legal constraints for a long time, reasonable disposal of stranded costs will
restrict controllers and avoid the abuse of regulations without constraint.
Key words: regulatory contract; stranded cost; legal economics; mar-
ketization of public utility
(wiEHmE & D

(B35 16 T
the data of A-share listed companies on both Shanghai and Shenzhen stock
markets from 2000 to 2006, this paper makes an empirical study on the mi-
cro mechanism of financial development for promoting economic growth.
The result finds that if the debt ratio increases by 1%, the increasing per-
centages of corporate values in areas with higher degree of financial develop-
ment will be on average 0.54 higher than the ones in areas with lower degree
of financial development. And the positive relation between the debt ratio
and corporate value only holds in areas with higher degree of financial devel-
opment. It means that financial development plays an important role in the
performance of debt governance. If the companies are located in areas with
higher degree of financial development, their debt governance will have a
better performance and their corporate values will be more apt to rise. This
paper provides a helpful perspective for us to understand the micro mecha-
nism of financial development for promoting economic growth.
Key words: financial development; debt governance; corporate value
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