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Public Affairs in Economics:

On the Nature of Government

Mo Zhihong

(The School of Economics and Management, Beijing University of Technology)

Abstract: Neoclassical economics establishes the ideal model of depersonalized
transaction mediated by price mechanism as the reference for reality. This model
can neither provide necessary analysis for the situations where direct interpersonal
cooperation can reap benefit that otherwise cannot be possible (typically, the so-
called public goods providing situation), nor can it provide analytic support for
government’s role. This paper exposes the erroneousness of the theoretical
reference in neoclassical economics, and expounds on how there is natural
extension from market activities to that in the civil society and in political arena. It
shows that the ideal world in neoclassical economics is neither really desirable, nor
is practically relevant; instead, what is relevant is the kind of world in which
individual’s separate interests could be differentiated and integrated via multi-level
quasi-political association and thus be feedback to actions at the more inclusive
political or government level.

Keyword: de-personalized; public affairs; interpersonal association; politics;

government.

JEL Classification: B25; B41; G70
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