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ABSTRACT

TUAT BTN

Government procurement plays an important role
in managing the society and economy throughout the
world. Most of the developed countries have established
sound government procurement systems. In China,
because of the lack of management experience and the
flaw of the related system, government procurement
is in a very serious situation of power abuse and
corruption. The corruption appeared in government
procurement has become one of the six major
"disastrous" fields. Therefore, it is an important issue
to study how to effectively contain corruption and rent-

seeking behaviors in China's government procurement.

At present, a certain amount of studies have
been conducted on how to avoid such corruptions
and how to perfect China's government procurement
system. However, these studies were primarily

based on qualitative analysis and lack the analysis
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ABSTRACT

of microeconomic behaviors of the supplier and the
officials, and thus the proposals in these studies are not
so strongly operational. In view of these shortcomings,
this paper combines economics, management, game
theory, law, auditing theory and methods to expound the
mechanism of rent-seeking behavior and its environment
of China's government procurement by building a
dynamic game model. Some advice is introduced to

reduce rent-seeking behavior.

First, in this paper, market failure and government
failure are introduced to explain the inherent
theoretical basis of government procurement and to
further clarify the purpose and functions of government
procurement. Public goods, external, asymmetric
information and opportunistic behavior of the market
and other factors provide the theoretical basis for
government intervention in the economy. However,
excessive government intervention in the market leads
to government failure. The reason lies in the confusion
of the provision and manufacture of public goods. In
fact, government procures public goods manufactured
by the private sector is the most efficient way. And the
functions of government procurement have extended
to regulate the operation of the economy, optimize

industrial structure, protect national industries
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and raise efficiency in the use of public funds, and
many other aspects of environmental protection and

conservation policies.

Then, in order to clear the flaw of current
system and management mechanisms, we explore the
management practices and system design of China's
government procurement. It found that there are
mature systems of law, audit, supervision, complaints
mechanism and other institutional arrangements in
Europe, the United States, South Korea and other
countries. While in China, there are a series of problems
such as the poor operable laws and regulations,
imperfect government procurement mechanism, lack
of effectiveness evaluation and talents, imperfect of
the matched financial and audit system, incomplete
market system, the lack of transparency, serious local
protectionism etc. These problems become breeding
grounds for corruption in government procurement, and

to some extent, provide a clue to curb corruption.

After that, we establish a quantitative model to
analyze the rent-seeking and corruption in government
procurement and their inherent mechanism. We also
present the optimal level of government's regulation and
supervision. With principal-agent theory, we construct

discrete and continuous dynamic game models to
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explain the inherent logic of corruption and related
factors. Meanwhile we further show that, under certain
circumstances, eradicating acts of corruption and rent-
seeking will be either difficult or worthless. So, the
optimal input and the corresponding level of corruption
are presented and detailed numerical examples are
given to clarify the meaning and application of model
conclusions.

Then, the pharmaceutical industry cases in Suzhou,
the elevator procurement case of Beijing and boiler
procurement case in a province are presented to show
the China's government procurement practices and
certify the conclusions of the quantitative models. The
series of acts of corruption in Suzhou City of medicine
procurement is analyzed to verify that the model
conclusions. The case also demonstrates that a scientific
and effective design of the system rather than relying
on personal morality is helpful to curb corruption. In
addition, some related institutional arrangements have
certain effect in curbing corruption. Secondly, the
article gives a lift procurement case, according to the
procurement process, from the aspects of budgeting,
procedures and management government procurement,
we conduct a detailed exposition and analysis. Finally,

a brief case of government procurement boilers is
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presented in accordance with the same method of the
former case.

Finally, detailed measures and policy
recommendations are given to curb corruption in the
current government procurement from aspects of the
laws and management system, staff selecting and
training and monitoring mechanism.

The major innovations of this book are
demonstrated from three aspects. Firstly, the optimal
input of regulation is brought forward when eradicate
corrupt is impossible or not appropriate. Secondly,
quantitative analysis models are used and more realistic
models are established in studying the procurement.
Finally, typical cases analyses are used to demonstrate
the practice of the corruptions in government
procurement.

In this book, the rent-seeking behavior, the optimal
input and related regulatory model of government
procurement are proposed. And it will have some
theoretical and practical significance in deeply
understanding and preventing the rent-seeking behavior
in China's government procurement.
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