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An Economic Explanation of China’s
Public Provision Preference
—/Political Equilibrium vs, Economic Efficiency

TANG Yu-gang

(Research Center for China’s Economy, Fudan University, Shanghai 200433,China)

Abstract : Public provision preference is the equilibrium of conflict and
competition among political influence from multi-lateral interest groups. We
establish an administration ability function to demonstrate the optimal be-
havior of the Party (or government) whose object is to gain maximum politi-
cal support. Several cases such as consumer-taxpayer tradeoff, multi-group
and multi-sources of provision from government; and bureaucracy control
are discussed. We find the inefficient characteristic in political equilibrium;
meanwhile the actual public provision preference and its change are deter-
mined by such political mechanism, China’s fiscal transition is a dynamic
process, so the co-evolution of market economy is a necessary condition for
further efficiency improvement of government activities, We suggest the fur-
ther reform should mainly emphasize on deepening a fair and competitive
market economy but not an overall democracy.

Key words: public provision preference; political price; political equilib-
rium; economic efficiency (F4eedt #+F )
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