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Analysis on Effect of Initial Water Rights
Allocation on Market Power

DAI Tian-sheng, GAQ Yao
(Business School , University of Shanghai for Science and Technology , Shanghai 200093 , China )

Abstract: An analytical model of water right market was offered, in which a large number of regu-
lated emitter participate,and formulae were derived, that show the entire dependence of the emer-
gence of market power on the initial distribution as well as the existence of a threshold for effective
market power. Furthermore, the model derived yields formulae that can estimate how far the per-
mit prices in such distorted markets depart from competitive levels. These findings show the
significance of initial allocation of water rights.
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