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Abstract

It is well known that national defense has the character
of public goods. In this book, researches on the supply of
national defense take place against a background of a nation
facing an actual threaten of war and being in a state of peace
for the time being. Absorbing as many the latest economic
theories as possible, the book aims at constructing a basic
platform for the theoretical analysis so as to make an eco-
nomic study of the supply of public national defense, thereby
analyzing the national defense supply of China systematically
in both theory and practice after the foundation of PRC, es-
pecially in the recent over 30 years of China’ s reforming and
opening to the outside world, and putting forward some sug-
gestions on the institutional construction of China’ s national
defense.

This book consists of five chapters. In INTRODUC-
TION, a briefing is given on the logic in analyzing the supply
of national defense. In FUNDAMENTS OF ECONOMICS,
how national defense came into existence, what attributes it
has and why markets or governments supply it are dis-
cussed. In THEORETICAL MODELS, the optimal supply of
national defense and the equilibrium conditions for it are ex-
plored, with equilibrium analysis methods in general econom-
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ics adopted. In EMPIRICAL ANALYSIS, by establishing
causality and supply - demand models, making use of inter-
cept and time series data, and making an international com-
parison, an empirical study of China’ s national defense sup-
ply is made. In SUPPLY INSTITUTION OF NATIONAL
DEFENSE, the institutional construction, which aims at sol-
ving the public problem of national defense, is discussed.

It is national safety that the supply of national defense
produces. Researches on it may not only lay a theoretical
foundation for public national defense policy, but also is of
great practical significance to China’ s national defense

which is undergoing an institutional transformation.
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