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- A NORMATIVE ANALYSIS OF PRIVATIZATION:
WHICH PUBLIC GOODS SHOULD BE PUBLIC/PR!VATE. -

Logkun {an AK I'A %! (*)
; OZET

Geellestirme, gfn:; aniamda kamu Kesixinin gorev ve fonksivonlarimin 6zei
kesime transjer edilmesini ifade etmektedir. Ru yaz z1da kamusal mal ve h::metlwm
azelle; ririlmesi konusu incelenmektedir. {atismada kamusal mallar teorisi
bzetlendikten sonra, kamusal mal ve hizmetlerin kamu kesimi tarafindan mi, voksa
ozel kexim tarafinddn mi sunulmest gerekiigi konusu sadsce teorik ve normatif bazda

analiz edilmeksedir.

I. INTRODUCTION

In this papcr, a normative analysis of privatizaiion will be explored. The
main question 1o be answered is "which public gooeds should be public and
which goods should be private ?* This paper is prepared as iollows: The back-
ground of the theory of public goods IS summed up in section I, Definition and
classification of goods and services will also be searched in this section in the
light of comprﬂhcmwe literature on public £0ods. The purpose of this paper is
morc than just cxploring public goods. In section 111, the appmnnatc critena

for the privatization of public goods will be dnaly7cd Thc paper ends with con-
cluding remarks.

ll BAC I\GR()UND FOR THF THEORY ()F PUBLIC -00DS

' Thc, theory of pubhc goods was [1rst dwelopcd and dcbatud by the conn—
‘nental public finance cconomists, notably Ugo Mazzola, Knut Wicksell. Erik -
Lindahl, Emil Sax and others. (Musgrave and Peacock, 1958) However, the
‘theory of public mndq stayed in its infancy until the 1950's. Modem public
£00ds thcory can be attributed 10 Paul A. Samuclson, Who published three
seminal picces in the mid-1950's. (Samuelson, 1954, 1953, 1958) '

Fallowing Samucison, other important contributions to the public goods
thcory were by R.A . Musgrave (see, Musgrave, 1958) and J.M Buchanan (Buc-

(*) The author is Associate Professor of Public Finance, at the Dokuz Eyliil University, He thanks
Ronald R. Cochran for his kind editing dSSlSldﬂLL
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‘hanan, 1968). Their contributions were the comerstones of the modemn public
goods theory. Samuclson in his paper published in 1954 c,xplamed the two po-
lar case of goods and services matha,mamally He wrote:

"I explicitly assume two categorics of g00ds: brdinary' private consump-
tion goods ... Which can be parceled out among different 1nd1v1duals €njoy In
common in the sense that good leads to subtraction trom any other individual's
consumption of that good." (Samuelson, 1954)

A year later, Samucelson published another paper and reexposed his theo-
ry in a geometrical model and noted that "[A] public consumption good differs
from a pnvate Consumpnon good 1n that cach man's consumption of it... is re- -
lated to the total by a condition Lquallﬁxty rather than of summation.” (Samuel-

son, 1955)

Samuelson’'s definition gives two characteristics of public goods: Indi-
visibility ("...can not be parcelled out among different individuals") and Joint
Consumption ("all enjoy in common."). The result of those two characteristics
is that once a public good, in Samuelson's lerminology "Collective consump
lion good" is produced, any given unit of the good can be made equally avanla-
ble 10 all. According to the dt,ﬁnmon of Samuelson, cxtention of the supply to
one individual facilitates its extention to all. In other words, supply of a given

unit to on¢ individual, and supply of the same unit t0 other 1nd1v1duals are
clearly joint products. '

_—

In line with the original Samuclson definition and classification as well
as some other economist’'s contributions, the theory of public goods has been
developed a great deal. In the following, I shall try to cxplorc the types. of'
£00ds and services and therr charaucnsn..,s in detail. '

The goods can be classified mainly into two groups. Pure goods and
lmpure 000ds (scc: Table: 1) A pure public good, what Samuelson calls
~“collective consumption good” has mainly two characteristics: Indivisibility and
-non-exclusion. Indivisibility refers to the utility of a good which can not be par-

celled out among dlffcrcnt individuals. Mathematica ity, lndWlSlblllly can be
formulated as: X = )(l =Xy = X

-

thrc X 1SC lhc sum amount of the public good. The benefit of the indi-

vidual 1 (that is, X;") 1S cqual to the individual 2 (X2 ), individual 3 (X3" ) and
this gocs on through mdnvndua] n (X, )
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