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Abstract

Public goods are an objective type of economic goods in exist-
ence. The difficulty of research on public goods is mainly reflected in that
it is hard to clearly place into the category of individual consumers their
possession and consumption as private items are and that therefore the
consumption is unaffected or partially unaffected with or without payment
within the scope of utility once certain public goods are provided. Under
the premise of economic man, the subsequent result is the phenomenon
of “free ride” in consumption, I. e. consumers concealing their partiali-
ties, failing to pay the costs of purchase, and consuming public goods
with no or low costs. In such circumstances, the supply and need of
public goods do not follow the fundamental market principles of equiva-
lence exchange; and economic rules applicable in private goods cannot
be applied to those of public goods. Specific manifestations are monopoly
and shortage or resources waste, and the competition mechanism of pri-
vate goods is hard to survive. This is shown by the world economic history
of a few hundred years in the past.

Researches show that, with the development of economy and society,
the quantity and proportion of public goods are on constant rise, and the
study of them is bearing more theoretical and realistic meanings of impor-
tance. Classical economists represented by Adam Smith, Jean-Baptiste

Say, John Mill and others made brief analyses of the problem and put
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forward important opinions; however, the theory of public goods in the
modern sense started from the systematic research by Paul Samuelson in
1954. With the deepening of research and the requirement of reality,
there has been more and more concern about the mode of and improve-
ment on public goods supply and studies on the scientific progress of the
institution, The chief limitation of the current mode of public goods sup-
ply is the lack of elements of invigoration. Although a paradox exists be-
tween the characteristics unique to public goods and necessary conditions
of competition mechanism, elements of competition are still expected in
the mode to invigorate the rigid system and achieve balance to a certain
extent with the supply mode of private goods.

The introduction of competition in the mode of public goods supply
is mentioned in the works of famous economists like Joseph Stiglitz,
George Stigler, Vincent & Elinor Ostrom, Charles Tiebout and others,
more economists both home and abroad have offered similar
opinions. However, a uniform or basically uniform conclusion of eco-
nomics has not been reached as to how to make it true or put them to-
gether, particularly systematically professional, ouicome of research
yet. When the line of sight is shifted to the current economic system of
China, the status of public goods supply is a hot spot in the field of eco-
nomics that catches widespread attention. As a developing country with
fast economic growth, the advantage of private goods supply over public
ones has become a focus of evaluation both to the academic and econom-
ic fields and to the general public. Theoretical insufficiency and realistic
requirement make it necessary to deeply study the competition of public
goods.

The composition of the current book is as follows:

Chapter 1; Introduction. The Introduction mainly demonstrates the

formation and development of the theory of public goods and the meaning
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of their supply, introduces the status-quo of research both at home and
abroad, and explains that the objective is to explore the innovation of
the system of supply, the train of thought is the introduction of competi-
tion embedding. The study approaches of the book are also explained.

Chapter 2: The conception and nature of public goods. An explora-
tion is made of the notion from the academic perspective and analysis of
the effective target of their supply. Based on the Samuelsonian conception
of non-excludability and non-rivalness, the concept of institution-induced
public goods characterized by institution-induced non-excludability and
non-rivalness is advanced.

Chapter 3: The mode of public goods supply and the performance
of the government supply. A theoretical demonstration is made of supply
mode, a systematic analysis is made of the supply mode with the govern-
ment as main body, and a detailed account is made from the perspective
of game theory of the difficulties the government is confronting in the
supply of public goods and shortcomings of governmental monopoly.

Chapter 4; A framework analysis of competition embedding. A new
notion on the basis of the analysis of public goods’ features of supply and
their relationship with competition. Owing to the fact that difference in
their internal classification and variability of their intension resulting from
technical and institutional conditions are sufficient in determining the
practical compatibility of their supply and competition, 1i. e. the feasi-
bility of competition embedding in public goods supply. The basic
framework of the embedding given in this chapter is the cross blending
of horizontal and vertical embeddings and effective combination of mo-
nopoly and competition. .

Chapter 5: The basic mode of competition embedding into public
goods supply. Analyses are given to this question on the theoretical basis

of workable competition. Four specific modes in the academic circles are
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analyzed, and a systematic analysis is made of the horizontal competition
represented by government, private sector, and non-profit organization
and vertical competition based on principal-agent.

Chapter 6: The regulation of competition of public goods supply. Its
necessity and mode are analyzed, its triple objectives—defining the
scope of public goods, stimulating the supply of public goods, and
standardizing the order of competition—are put forward, and a systemat-
ic analysis is made of corresponding means and systems of regulation.

Chapter 7 : Institution innovation of the mode of public goods sup-
ply in China. Based on the discussions made in the previous chapters,
the chapter has made a brief recollection and analysis of the supply of
public goods in this country, particularly from the perspective of institu-
tional arrangement, and innovative thoughts and plans are put forward
therefrom. On this basis, the author offers the basic routes of thought
and a partial plan of the institution innovation, i. e. flat-compound mode
of public goods supply.

This is a rewarding attempt in the field of public goods research. It
is of active theoretical meaning and strong practical value to the theoreti-
cal development in this field and the public goods system reform in this

country.
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