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ABSTRACT

From middle of the twentieth century, the research of public eco-
nomics has been promoting by the analysis of public goods. Although the
research on the supply quantity, supply model, decision-making of pub-
lic goods have developed so much, the research on demand for public
goods is not enough. Although public goods is non-exclusive and non-ri-
val, there is not an equilibrium based on marketing system. Supplying of
public goods should be determined by demanding.

In recent years, demanding for public goods has been paid atten-
tion. What’s more, the widely gap between urban and rural in China
gave so many informations for research. Fan (2008 ) analyzed the cur-
rent situations of rural public goods based on 245 rural families in 3 prov-
inces . The result shows that the urgent demand of public goods is medi-
cal and health service and farmland infrastructure facilities. Four charac-
teristics of the farmers’ demands for public goods emerge in the current
days, that is, hard goods are prior to soft goods, material demands to
culture demands, the reality to the future and personal interests to the
macro-environment. The satisfactory supply of public goods include pub-
lic anti-epidemic and the cooperative medical care in rural areas, grain
direct subsidy and the rural compulsory education. The unsatisfactory
ones include rural social security system, rural finance service as well as

rural science and technology services. The farmers’ satisfaction degree
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of public goods supply is mainly depended on supply condition, supply
gap, marginal effect and equality condition of the public goods. In the
end, the equilibrium matrix is analyzed and some suggestions are put
forward according to the equilibrium situation on supply and demand and
the farmers’ satisfaction of rural public goods. Therefore, the demand
analysis is the basic analysis to supply public goods.

Although it is important to analysis the demand for public goods.
There is not enough informations to make analysis. Because that:

First of all, the residents have a tendency to hide their real needs.
Under asymmetric information, based on characteristics of public goods,
as “economic man” they have shown a low level or exaggerated or even
motivation to conceal their needs. Secondly, demand for public goods of
the residents at different time and space preferences different and dynam-
ical. Finally, it was lacking the expressing pathways of demand for pub-
lic goods. As the main provider of public goods - the local government,
although it understand the farmers’ demand for public goods, as “eco-
nomic man” , local governments world be in pursuit of economic interests
and political interests, may prefer to supply those who can meet their
public goods to maximize utility.

This research tried to find out the law of demand for public goods,
prove the exiting of demand for public goods, find the characterstics of
demand for public goods, find out the influencing factors of demand for
public goods. Then, it would find the channel from demand to equilibri-
um, which included expressing demand, indentification demand, deci-
sion-making and performance. After these steps, it would satisfy the de-
mand for public goods and find the equilibrium of public goods.

The methodologies are normative analysis, histocial analysis, em-
pirical analysis and survey. Then, it completed an analysis from demand
to equilibrium. Under the above idea, this book had 7 chapters, which

were organized as follows
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Chapter 1 was the introduction, which mainly introduced the back-
ground of research, the main definitions, the organization and the main
innovative points and shortcomings. Chapter 2 was the literature reviews,
which included the literatures on influence factors of demand for public
goods, expressing demand, equlilbrium models and supply institution of
public goods based on demand orientation. Chapter 3 —4 were theoretical
analysis. Chapter 3 analysed the law of demand. The demand hierarchy,
influencing factors and demand function are analysed in this chapter.
Chapter 4 analysed the satisfying mechanism of demand for public goods,
made a channel to link expressing demand, identification demand, de-
cision-making and performance with equilibrium of public goods. Chapter
5 —6 were empirical analysis. Chapter 5 proved income and tax burden
making positive influence on demand for public goods, population, fis-
cial illusion and techonology would negatively influence on demand for
public goods. Chapter 6 tried to analysis the channel to make equilibrium
of public goods. It described the expressing demand and decision-making
system in China. Voting with their feet and willingness to pay are identi-
fication marks of demand. Compared with higher level public goods, it’s
much statisfication for low level public goods. Chapter 7 was conclusions
and suggestions. It should accord with law of demand for public goods,
improve policies for pefecting expressing and decision-making, reform of
“one case one meeting” , reform of participatory budgeting.

The main innovative points are as follows

1. Differenting from supply orientation system, the research made a
system from demand to equilibrium of public goods. This research found
the law of demand for public goods, and found the channel from demand
to equilibrium, which included expressing demand, indentification de-
mand, decision-making and performance. After these steps, it would
satisfy the demand for public goods and find the equilibrium of public
goods.



//”"\#’i”*'“\#’***%”* _________ //

2. Based on the characteristics of individual demand and Maslow
demand hierarchy theory, the research devided public goods to six levels
as survival demand, safety demand, governance demand, development
demand, social dependent demand and extension demand, which im-
proved staged. In the long run, the demand for public goods improved
staged; in the short run, the demand quantity had changed. The price
elasticities of demand are different among different levels. The low level
public goods would not change when price changed. The high level pub-
lic goods would change shortly.

3. The research had six hypothese. Economic growth would positive
affect demand for public goods; income levels produced positive influence
on the demand for public goods, income distribution produced positive
influence on demand hierarchy; tax burden would produce negative influ-
ence on the demand for public goods; population factors produce negative
influence on the demand for public goods; macroeconomic policy had
effects depending on the targets role of government of the demand for
public goods; technology produce negative influence on the demand for
public goods. Further modified the median voter model with six hypothe-
sis, the model highlighted the influence of fiscal illusion, and proved
the direct correlation between tax prices with residents quantity. Using the
level of economic development, per capita income, the gini coefficient
tax burden, population level, fiscal illusion and total factor productivity
verified the model, which found that the economic development level was
not related to the demand for public goods; income level and tax burden
produced positive influence on the demand for public goods, income dis-
tribution, population, fiscal illusion and technical progress produced
negative influence on the demand for public goods. VAR model proved
the tax burden had a lagging effect on the demand for public goods. The
panel data analysis, we can see that the factors affecting public demand

existing regional differences. Based on the analysis of shandong data
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proved the effects reflected public goods demand levels difference. The
current public goods supply level met the needs of current population lev-
el. Residents can feel the tax burden, which made the corresponding
public consumption choice. The government’s macroeconomic control
mechanism, especially positive fiscal policy in recent years, made defi-
cit illusion obviously.

4. Constructing the demand hierarchy function, highlighted the in-
come distribution in affecting the demand hierarchy of public goods.
Based on servey of “Peasants Expenditure Structure Change and the De-
mand of Public Service”, the extension environment improvement de-
mand was significantly, found the income distribution produced positive
influence on the changes of demand hierarchy.

5. Based on servey of “Peasants Expenditure Structure Change and
the Demand of Public Service”, willingness to pay for waste disposal in
rural China was significantly influenced by gender, educational level,
the family size, family members of the village leader and environmental
satisfaction.

6. Based on servey of “Peasants Expenditure Structure Change and
the Demand of Public Service” , this paper analysed the peasants public
satisfaction. The peasants strongly demanded extensions level and social
dependent level public goods. Peasants also showed a great correlation

between public satisfaction and income.

Key words: Public Goods; Demand; Hierarchy; Influence Fac-

tors; Equilibrium
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