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abstract: This paper deals with the regulation of natural
monopolies by the government. In general, regulation pursues
the goal to guarantee equal opportunities within a market and
to sustainably encourage competitive markets to the advantage
of the consumer by affecting the conduct of the monopolist. A
natural monopoly arises when a single firm is able to supply a
good or service to an entire market at a lower cost than two or
more firms. This failure of competition is the result of a specific
market, in which variety of suppliers causes a decline of market
output. For example this could happen when there are extremely
high fixed costs, such as large-scale infrastructure needed to
ensure supply (like cables and conductions regarding the
telecommunications sector) and it is more efficient to only allow
one firm to supply to the market. Allowing other firms entering
the market would mean they had to duplicate all the...
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