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Water price mechanism of urban domestic water under asymmetric information//YU Hong-tao' WU Ze-ning® GUO Rui-
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Abstract By means of the principal-agent theory of information economics according to the characteristics of natural monopoly of
urban water supply industry an incentive-compatible water price mechanism of urban domestic water based on marginal supply cost
and exogenous subsidy was designed. This mechanism may lead to actual report of operating cost by water supply companies and

has the incentive function in cost reduction.
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