Regulation at the New York State Public Services Commission
Homework 6
Olivia Smith, a New York State Assembly woman has asked Brad Cooper, Chair of the Public Service Commission to provide her with background on the need to regulation of electrical power.  Ryan Bradley, your boss and chief economist at the PSC has asked you to draft a technical memo that explores the following regulatory issues.  Using graphical analysis and a written explanation:
a. Show how a natural monopolist would choose to produce if left unregulated.  Be sure to show price, output, and profits (use a graph and brief written explanation).
b. What is the efficient level of production and how does that compare to the profit maximizing level (use a graph and brief explanation)?
c. Using graphical analysis and an explanation, illustrate two different ways public policy could address the fact that the efficient level differs from the profit maximizing level of output.

