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ABSTRACT :

ABSTRACT

The government regulation on public university in the way of
new economics of regulation has not been widely studied in the
economics literature. Based on new economics of regulation theory,
this paper studies Government Regulation on Public University in
the two dimensions of information and budget, and then analyzes
how the public universities regulate their teachers. The two
points, Public money’s shadow and regulator aiming at maximizing
social welfare, distinguishes new economics of regulation from
general principle-agent theory. This paper introduces the two
points to set up the model of the government regulation on public
university. When studying public university regulation on teacher,
this paper takes into account administration efficiency factor and
adds teacher’s untility into public university’s objective function,

This paper’s main contents are as follows:

Firstly, from the view of new economics of regulation, this
paper studies the China public university regulation environment in
three aspects—information structure, regulatory constraint and

feasible regulation tools.
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Then, this paper aims at government research regulation on
public university, and sets up the four regulation models from two
dimensions of information symmetry and budget constraint. Based
on these models, this paper analyzes the relations among research
talent, research effort, and research funds financed by
government, especially, the insufficient transfer payment’s
influence on research efforts.

In succession, considering the tuition, this paper aims at
government teaching regulation on public university, and sets up
the four regulation models from two dimensions of information
symmetry and budget constraint., Based on these models, this
paper analyzes the relations among teaching talent, teaching effort,.
and teaching funds financed by government, especially, the ratio of
tuition’s influence on regulation policy.

Furthermore, considering regulating public university on
teaching and research simultaneously, this paper sets uﬁ two
regulation models from the view of information symmetry, and
analyzes teaching and reaserach effort costs’ influence on
regulation.

Lastly, this paper gets into public university, and studies it’s
regulation on teacher’s teaching and research task.

This paper’s main conclusions are as {ollows;

(1) When government regulates public university on teaching
and research respectively, in the case of symmetric information and
no budget constraint, the optimal marginal cost of teaching or

research effort is less than marginal output of teaching or research

e, 006



ABSTRACT

effort, and government can supply fixed price contract to public
university,

(2) When government regulates public university on research,
in the case of symmetric information and constraint budget, if the
government’s transfer payment is unsufficient; the optimal
research effort is less than the state of sufficient transfer payment.
The public university’s effort level in the case that public
university’s objective fuction is the same with government, is
higher than the different case.

(3) During the studying on teaching and research of public
university with constraint budget, it is found that optimal budget
allocation solution is raltative to all public univeréities’ teaching or
research quality, and can create yardstick competition between
public universities.

(4). In the regulation model of asymmetric information, the public
university with high-level teaching or research talent has efficient effort
and positive rent, and the public university with low-level teaching or
research talent has no efficient effort and rent,

(5) In teaching regulation model with symmetric information and
no budget constraint, optimal social welfare increases with the ratio of
tution, and optimal teaching effort and budget are relative with public
university's teaching talent, the revenue ratio of teaching output and the
tution ratio. The high prior probability of government thinking of the
public university as low-level teaching talent one, will cause the
university’s high-level effort, High ratio of teaching output can induce

high teaching effort of public university.
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(6) In the teaching and research regulation model of public
university with symmetric information and no budget constraint,
public university’s optimal teaching € or research) effort is
positively relative with it’s teaching (or research) talent and
teaching (or research) budget. If the public university’s teaching
and research effort are complements in the effort cost function, it's
optimal teaching (or research) effort is positively relative to the
research (or teaching) talent and research (or teaching) budget.
Conversely, the public university’s optimal teaching (or research)
effort is negtively relative to the research (or teachin;g) talent and
research (or teaching) budget.

(7) In the teaching and research regulation model of public
university with symmetric information and budget constraint, if
public university No.1’s teaching talent advantage is more than
No. 2’s research talent advantage, and the teaching and research
effort are substitutes in the effort cost function, high research
budget will make public university No.1 gets high Portio of
teaching budget; and high teaching budget will make public
university No. 1 gets low Portio of research budget.

-(8) When the public university regulates the teacher’s
teaching and research, optimal incentives level decreases with the
admunistration cost’s increasing, and high incentives level will
cause teacher’s high effort. If the teacher’s teaching and research
effort are substitutes in the effort cost function, high incentives on
teaching (or research) will cause low level research (or teaching)

effort. When teaching output is unobservable, the public university

W 008



ABSTRACT

can only incentive the teacher in research. If the ratio of the
marginal research and teaching effort output is greater than the
marginal research and teaching effort cost substitutes, the
incentives on research should be positive, and the reverse is
- reverse. If teaching and research have positive influence, the high
teaching talent or teaching budget will cause high incentives on
research, and the reverse is reverse. If the ratio of the marginal
research and teaching effort output is greater than the marginal
research and teaching effort cost substitutes, the high research
talent or research budget will cause high incentives on research.
Keywords: Public University; Government Regulation;

Regulation Enviroment; Teaching; Research; Incentive
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