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This paper analyses methods of providing public goods (collective, individual, toll and common pool goods), especially emphasizing public-private partnerships in theoretical and practical background. Author also examines the ways how politicians influence the process of delivering services privatization.

The spectrum of provided public goods and services in various countries differs as to the scope, structure and the methods of providing. These goods and services have been subsidized by government or produced directly by government and supplied to all or to a broad class of eligible. Such a spectrum is influenced by history, cultural evolution and of course by the type of the welfare state. Among others, it usually consists of individual and toll goods, which could be efficiently provided by the market. 

The welfare state is tottering especially in Europe. The trend is unmistakably away from government and toward the other institutions.  The act of reducing the role of government and of increasing the role of the other institutions of society in producing goods and services and in owning property is examined. 
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1 Introduction

The scope of this article is defined by the following questions: What is the role of the government and what is the role of other institutions in society (households, private companies, non-profit organizations)? WHO should provide WHAT and FOR WHOM? 

Individual partakers have their own roles in the society, different opinions and social commitments. What is the optimal allocation of these commitments? Which of them should be fulfilled by individuals, households, non-profit organizations? Which should be left to the influence of market forces? What should the public sector provide?

In every society, there are some public services (that differ from place to place)
 about which decisions were made in the process of public choice (i.e. on the basis of a political decision) that they would be provided publicly for citizens. The spectrum of these services differs in individual countries on the basis of their historical and cultural development and it is influenced by the type of a social state to a large extent. Technological progress puts pressure on the provision methods and quality of individual services which is reflected in the costs as well as the choice of a production method. 

In recent years, there has been a tendency to shift from the state monopoly to other institutions (privatizations). Privatization of public services can have various forms and it does not have to involve change in the ownership. These are for example contracts with private companies on waste collections, maintenance of public buildings, military technology provision, contracts with private subjects on the provision of a whole range of social services, licences for financing, construction, ownership and operation of highways, tunnels and waterworks. After all, selling railways, factories, coal mines and other property owned by the government is also a form of privatization. And privatization represents the cornerstone of the transfer to market economy in post-communist countries. 

Privatization can be defined as a shift of competences towards the private sector. It is a process of reducing the government’s role and increasing the significance of private institutions in its broadest sense. Naturally, privatization in the public sector is not a threat to social securities provided through the social state. On the contrary, it could and should bring better quality of these services, their purposefulness, sustainability and more as a result. One of the privatization forms are public-private partnerships (PPP).

2 Supplying versus providing public services

The political decision to offer and support consumption of goods, regardless of the ability and willingness of the consumer to pay for them, results in direct support (e.g. through subsidies) by the state and therefore a supply via public sector. 

There is a whole range of services which the public sector provides and it is a very heterogenic complex. Before a detailed analysis, let me give you some examples which even a layperson recognizes as public services: sports centres and stadiums, cultural facilities, museum institutions often built with the use of public resources which are also used, although only partially, for their operation. 

Some of us receive a different kind of public services: social benefits and we use various social services, health care, social housing, shelter housing or social welfare institutions. 

Goods such as electricity, gas or telecommunication (also called toll goods) can also be provided publicly, at least partially.

The transformation process of social values and integration of individual goods (with rival consumption and excludability from consumption) into the group of publicly provided goods is interesting. Such goods can be food or clothing which are theoretically typical individual goods. Whether they should be provided by the government or another public institution is a question; however, it often happens. 

Another individual good – housing – was also integrated into publicly provided goods in some countries in the form of social housing for a particular group of inhabitants. Saving for building purposes is also a form of public funding of an individual good. In practice, we could find many more examples when citizens of individual countries secured a state guarantee over the provision of some goods through public choice, or political decision. Buchanan calls these goods quasi-collective
.

If goods are subsidised and offered “free of charge”, the demand for them as well as public expenditures grow. Nowadays it is evident that supplying collective goods only (non-rival goods which cannot be excluded from the consumption) through the public sector is becoming its minor activity. 

To prevent terminology vagueness, let us have a look at the terms supplying and providing:

1) Supplying public services is a broader meaning of support in the sense of guarantee, organization, regulation, monitoring and financing a public service – we usually speak of supplying public services by the state and its institution (organizational elements of the state, region, municipality)

2) Providing public services: it is an actual production of public services. Providers can be profit making private companies, non-profit public organizations, non-profit private organizations as well as households.

If we abstract away from theorization about which goods should be guaranteed by the state and accept this fact as a result of historical and cultural development and public choice, there will still be one question to answer: who will produce these goods in the final phase. ”If we detach from the group of pure collective goods which are a subject of public financing due to their specific character (indivisibility and non-excludability from consumption), their production with regard to their economic character does not unambiguously belong to the public sector.”
 

The difference between supplying (guarantee) and providing (production) individual goods (services) is substantial. This difference also includes the principle of the concept of public sector privatization and determination of the government’s role for the future. The government is basically a guarantor and executor of the decision about what shall be provided collectively and for whom, what the quality the offer shall be and how much is to be paid (e.g. the government can set a fee for cleaning streets or require the owners to clean them at their own expense). 

The government which decides to provide services from the public expenditures does not have to produce the services by the means of public employees or government organizations. Especially those who do not distinguish between supplying and providing argue against privatization and they falsely assume that if the government disposes of the role of a producer, then it has to automatically dispose of the role of a guarantor and quality supervisor. 

The responsibility for providing services can be left up to the government, the government can pay for the services; however, it does not need to continue with their production. When the supplier is the same as the provider, it leads to the formation of “bureaucratic costs” and costs of creation and operation of hierarchy system. When the supplier and provider are institutionally separated, transaction costs
, costs of hiring and dealing with the provider, etc. are formed. The ration of these costs (their difference) shows whether it is appropriate to separate the supplier (guarantor) from the provider (producer).
 Naturally, this briefly outlined principle can have very miscellaneous and complex practical implications. 

Supplying (guarantee) and providing are differentiated e.g. by Musgraves. They claim that it is necessary to distinguish accurately public supplying from public production. In their opinion, these are two different and unrelated terms which cannot be mixed or substituted: “If we say that public goods are supplied publicly, we mean that they are financed from the budget and they are available to individual consumers without any fees. How they are produced is not important.”
 

According to contemporary knowledge of economic theory and practice, there are no generally applicable objections to the state or private production of collective goods. Public sector cannot be univocally perceived as a delimitated group of goods, services and investments which should be provided by the means of public expenditures. The scope of public financing and public services production is affected by the type of a “social state” and historical social-economic development of each country.
 ”Public goods do not have to be provided by state-owned companies or state bodies and institutions. Non-excludability from consumption only implies that they have to be financed from public budgets – i.e. taxes.”
 On the basis of distinguishing between the public services supplier and provider we can have different ways of provision (see Table 1 below for further reference). 

”In addition to citizens’ and consumers’ preferences, decision-making on methods of providing services by a public subject should be also based on the knowledge of economic sciences which serve as instructions to choosing a proper alternative. Individuals and society accept individual decisions through their elected representatives. Economy does not say which alternative to choose when making decisions on goods to be provided, but it helps us understand the consequences of such a decision.”

Such decision-making should take into account:

· Efficiency – i.e. we should choose such an alternative where public resources are optimally used (with regard to the costs of providing public services, quality and availability). A method of provision which ensures “better value for money” should be chosen.

Empirical studies indicate that efficiency and supplying the expected results (required amount and quality of a public service) is not influenced by the form of ownership, but by the formation and promotion of a competitive environment. 

· Demand for the particular public service – citizens’ preferences and the possibility to participate in the consumption of the public service and costs of its production. 

Individual provision methods bear a different level of the consumer’s participation in a particular service. E.g. if the service is provided in the form of vouchers, the consumer decides what goods he or she will use, or which will be subsidised (they will buy a roll instead of a loaf of bread, juice instead of milk, etc.) 

As for charged services (services which are provided of a fee), the consumer can decide whether he or she wants to use the service. 

Let me give you a sports field as an example. If this service is provided by the public sector in a particular town on the basis of a licence (i.e. the private sector subject covers the operation costs from e.g. user fees and takes over the risk of demand
), the public sector gives the citizens an option to decide whether they want to use this service or not and the financial means which the public sector would invest into reconstruction of this sports field can be used for services that cannot be charged for due to their character (collective goods). 

· Level of public supervision, transparency and corruption

· Level of social exclusion

3 Methods of providing (producing) public services

Table 1: Methods of providing services

	Producer
	Arranger 

	
	Public sector
	Private sector

	Public sector
	Government service
	Government vending

	
	Intergovernmental agreements
	

	Private sector
	Contracts
	Free market

	
	Franchises
	Voluntary service

	
	Grants
	Self-service

	
	
	Vouchers


Source: SAVAS,E.S.:Privatization and public-private Partnerships, Seven Bridges Press,  New York, 2000, ISBN 1-56643-073-9
Table 1 shows possible ways of providing services. The following text pays attention to those ways where the service supplier (provider) is a public sector subject, i.e. the services which are supplied (produced) either by a public sector subject (on its own or by the means of its employees or organizations it founded) or in cooperation with the public sector (contracts, licences, joint ventures).  

3.1 Public sector and providing public goods

3.1.1 Government service

Public sector provides public goods by the means of its employees, communal organizations or non-profit organizations founded by the public sector. 

In the Czech Republic, communal organizations include organizational sectors and allowance organizations. Organizational sectors do not hold juridical subjectivity, they depend on the budget of the founder who finances their activities and therefore they are not motivated to spend the public resources efficiently. They are usually used to provide public services in the field of education, health care, culture and social services. 

On the contrary, allowance organizations keep their books separately from the founder’s budget; they bear the expenses for the operation which is reflected in a greater motivation to use the instruments more efficiently. However, they remain dependent on their founder as for handling their property.

The profit gained by organizational sectors goes to the founder’s budget; therefore the public sector prefers this method of providing public services to allowance organizations (separated bookkeeping). 

“There used to be and to a certain extent still is an anomaly in the provision of public services in the Czech Republic, where the public administration and self-administration bodies were often providers of public services as well as founders of budgetary and allowance organizations. This method led to conservation and inflexibility of the public service system and to inefficiency. A founded organization was financed automatically, without any relations to the factual needs of citizens and without comparing alternative offers of providing services by different subjects.”

3.1.2 Intergovernmental agreements

Within this method of provision, individual levels of the government (districts, regions) cooperate and conclude contracts between themselves for selected public services. This means that they can create subregion areas (for health care, compulsory education, etc.). In practice, one municipality can provide a particular public service for more municipalities which provide financial instruments on the basis of a contract and take part in the costs related to the provision of the service.

This cooperation is often realized e.g. through a contract on fulfilment of a particular task. The contract is concluded for a determinate or indefinite period and it has to be approved by a local authority. 

Another form of such cooperation can be a foundation of a legal entity by at least two municipalities pursuant to the commercial code. However, municipalities cannot associate and it is not possible to use the provisions of the civil code for their cooperation. Apart from the aforementioned, there are also voluntary alliances of municipalities (DSO). They are a legal entity which prepares a budget and manages property that the individual municipalities invested in the alliance and property that this organization acquired through its own activities. 

3.2 Private sector and providing public goods

“Using private organizations for the provision of public services has a significant advantage: if the municipality (region) provides services through its own organization, it is caught in a conflict between the obligation to provide public services of satisfactory quality at reasonable price and its interests as a property owner and (direct or indirect) employer. This conflict of interests can only be avoided if the services are provided by external organizations and the local authority limits its role to regulative, monitoring and subsidizing where necessary.”

This method of providing public services brings the public and private sectors together.
  Such cooperation is formed on the basis of contracts, whether these are contracts on service provision, facility construction or its subsequent operation or licensing. 

All cooperation forms can be divided into groups according to who finances the production of public services:

· Public financing - i.e. from the financial means of the public client – public budgets (subsidies, various contracts, public tenders, etc.). 

· Private financing – operation of the service is financed by a private subject (supplier) through user fees e.g. from commercial activities which the subject provides beyond the terms of contractual arranged services with the public client (licences).
· Co-financing - the client (public sector) and supplier (private sector) share the costs (joint venture).
3.2.1 Contracting – public financing

A public sector subject, who provides services on the basis of a contract, and a private sector subject, who supplies services and pays the producer (supplier) agreed price for the services, enter contractual relations. The public client wants to satisfy the demand for services and goods which the citizens expressed by the means of public choice. The public client should also pursue an efficient use of the instruments which were entrusted to it and supervise the supplier’s performance of obligations. 

The subject of a contract can be various services, such as cleaning roads, street lighting, collection of waste, catering, communication services, etc. Contracts on various social services are often concluded, but they can also concern constructions of buildings, infrastructure, etc.

A typical feature of contracting is that the public client is an owner of the facility and they only arrange construction or operation of the facility for which they pay the supplier an agreed price. 

Empirical studies show that using an external supplier (contracts or public tenders) can have a positive effect on efficiency and services can be provided with lower costs, but the same quality (especially technical services, such as waste collection, cleaning communications, greenery treatment, catering at schools, etc.)

“As there is a general trend in the growth of the scope of authorities delegated to the local self-administrations, which is not accompanied by corresponding financial flows, the self-administrations are forced to cooperate with the private sector, to found joint ventures or to provide services by the means of contracts.”

3.2.2 Public private partnerships – private financing, co-financing

In the past few years, there has been a debate about the crisis of the social state. These crises are caused by the costs of maintaining the social state (the social state becomes too costly), inefficiency and non-transparency and by the fact that the social state is not just to some social classes (it gives preferential treatment to some classes which the other classes have to pay for.)

Innovations in management, budget financing and human resources play a key role in the effort to improve the provision of public services (publicly financed) including a saving (efficiency) of the resources spent on their provision and creation of competition.

In spite of the fact that many EU countries are interested in providing public services via PPP, Great Britain has by far the most experience – it is known as a “cradle of PPP”. Great Britain has a lot of experience with PPP in various areas of public sector. 

However, Great Britain is not a leader in PPP in the world. PPP has the longest tradition in the USA, where this concept was used as an instrument of the stimulation of private investments in the field of infrastructure and regional economic development. This method reached its peak in 1980s when the PPP concept started to be promoted as a key element of the “urban policy”. It turned out that private providers were able to provide services at higher quality and lower costs and they relived the government from obligations and responsibilities. 

The level of experience with implementing PPP is not the only factor that makes a difference. Another factor is different legislation – a specific act which deals with the issue – or the approach of central governments to this method of providing public services. There are also discrepancies between the EU directives and PPP practice. Although EU does not intend to solve PPP in individual states separately, there is an effort to create at least common rules. The main document presenting a unified approach of EU to this issue is the EU Green Paper on PPPs. 

We can see a similar development in engagement of the private sector and growth of public-private partnership in many countries all over the world. At present, thousands of projects are implemented all over the world in many areas of public sector every year.
Table 2: Examples of  PPP

	Country
	Value of contracts
	Examples

	
	Billion of euros
	As per cent of GDP
	

	Finland
	0,2
	0,1
	PPP projects in transport, 

	France
	1
	0,1
	Transport: 800 km is run by private companies.

	Netherlands
	1,9
	0,5
	Transport and other infrastructure (High Speed Line South railway from Amsterdam to the Belgian border, water purification in Delfland, ect.)

	United Kingdom 
	30,7
	2,3
	Transport, health, education, public order and safety, etc.


Source: LUNDSGAARD, J.: Competition and Efficiency in Publicly Funded Services, OECD Economics Department Working Papers, No. 331,  OECD Publishing, 2002.

Private investments play an important role in providing public services in developing countries, too. They mainly concern infrastructural projects (building highways, railways in Taiwan and China, duct and sewer system in Argentina).

This method of providing public services has been developing ever since it was created. At present, PPP is linked with many terms, such as private finance initiative, public sector participation or participation in infrastructure. All these terms are connected with activities which the private and public sector share and which are related to satisfying public needs. 

At the same time, this term includes various forms (types) of cooperation, e.g. contract for services, leasing, BOT (build-operate-transfer), DBFO (design-build-finance-operate), licenses, etc. “The  PPP group includes leasing, granting concessions and limited licences, project financing connecting public and private funds, outsourcing in public administration, some types of privatization in an environment regulated by the state, providing state services on the basis of long-term contracts”
 The individual forms are created on the basis of the public clients’ needs for what service and activities the private subject (supplier) should provide and also whether the operation of the service or facility construction is financed from the client’s budget or from private investments. 

PPP can be also characterized as follows
:

1) PPP includes two or more parties while at least one of them is a public service subject

2) Each party is an equal partner and can arrange and conclude contracts on their own
3) Partnership is a permanent relation between the parties with a continuous reciprocal influence

4) Each party has to be able to bring tangible or intangible property into the partnership

5) All partners share the responsibility for the outputs of their activities

Peters emphasizes especially the sociological and economical aspects, such as trust, cooperation, willingness to invest and share responsibility. Moreover, he points out that PPP is a continuous process of mutual activities and negotiations, which is also emphasized by the official Czech places:

“The overall term PPP comprises a wide range of versions of the public and private sector networking.”  The PPP terminology includes “... contractual and financial relations of the public sector with the private sector for the purpose of providing public services or build a public good whose provision or construction is expected by the public or which is socially desirable.”

If we look at PPP from a broader point of view, we could label any contract between the private and public sector for the purpose of providing some services guaranteed by the government  as PPP (or it is a method of providing public services where the state guaranteed services are produced by the public sector. 

PPP as well as other contractual processes has specific criteria and rules which represent the base of the cooperation and which differ in individual countries. To define precisely (individually) the process through which PPP is implemented is difficult, almost impossible. 

The vagueness in the term, different forms of PPP, different distribution of risk among the partners, activities which they provide and the individual form of PPP in projects makes it impossible to determine this method of providing public services. 

According to some sources
, we can distinguish between two basic types of PPP: 

1) Joint ventures

A company is formed where the partners are public sector and private sector subjects. Joint-venture is especially used for development projects of individual towns and it is often stated as the “true” PPP. A typical feature of this method of providing public services is cooperation of partners from both sectors and sharing responsibility for their provision. Management is in the hands of both private and public sector which also participate in the provision of a particular service. The partners also share risks, revenues and losses. The interests of the partners do not have to be the same but they have a common goal, which is to provide a particular service for which the partnership was concluded. The goal of the private sector is e.g. return on investment, whereas the public sector focuses on social benefits and they have a common goal to solve a particular social problem (satisfaction of demand).

2) Licences

The public client buys some services at a particular time, amount and quality. The risks are transferred to the supplier (licensee) who also takes over the responsibility for the project financing. Management and guarantee of providing a public service remains on the side of the public sector. In other words, the public client does not give up the responsibility to guarantee the public service (which was decided upon by public choice). 

There is a special act in the Czech Republic which regulates this type of providing public services. On its basis, the public client concludes a licence agreement with the licensee where the licensee undertakes to provide services or execute work and the client undertakes to allow the licensee take the profit arising from the service provision or use the provided work (collecting fees).
 However, the licensee can only collect fees when the client also has the right to collect fees. 

Licences in individual countries are known as PFI (private finance initiative), DBFM, DBFO, BOT, etc. They are basically synonyms.
 In case of this contract, the client arranges with the supplier projecting, execution, financing and operation and maintenance of assets and services within the license agreement. This type of providing public services is mainly used for construction, modernization and expansion of infrastructure.

Miller (2002) defines four segments within the infrastructure development: 

1) Investment facilities (buildings, houses, factories and other infrastructure)

2) Transport of people, goods and information

3) Providing public services such as water, electricity, waste economy, etc.

4) Revitalization of environment 

3.3 Advantages and disadvantages of selected methods of providing public services

The following table shows impacts (advantages/disadvantages) of selected methods of providing public services. I chose public provision, contractual provision and licences. 

Table 3: Impacts of selected methods of providing public services

	
	Public provision
	Contractual provision
	Licences



	Quality of services 
	Basically non-competitive environment does not put pressure on increasing the quality of the provided service. The system is conserved and there is a monopoly.
	The private subject has to fulfil obligations arising from the contract with the public sector. Quality depends on how well the client is able to define it and on how individual contractual conditions are set (e.g. if there are sanctions in case of failure to fulfil the contract, deadlines, etc.) 

In case of a public tender, a competitive environment is created which has a direct influence on the quality of the provided service. 
	There is a flexible offer of public services. The private subject is able to react quickly to the changing demand for a particular service.  

This way of providing public services has a positive impact on its timely delivery in required quality. 

Competitive environment is provided. 

	Transparency
	Likelihood of “vagueness” in the real costs of a particular public service. Non-transparency is usually created at organizations founded by the public sector. The public client provides means for the operation of an organization they founded. Apart form the costs of provision; the public client also covers the administration costs, wage costs, etc., which distorts actual costs needed for providing the particular service.
	It increases transparency in spending of public resources – determination of the contractual price show exactly what will be provided. 

When there is a selection procedure and records of public tenders, transparency increases. This partially provides external supervision – e.g. citizens who are guaranteed the service.


	In case of licence projects, it is quite a difficult process which is subject to stricter rules than public tenders. Before the licence project is launched, a feasibility study is executed (searching for a version which will ensure better value for money). In the Czech Republic, the Ministry of Finances has to express their opinion to licence projects and its opinion is then presented by lower levels of government (districts, regions). 

By engaging the public and private sector, competition is created which limits the bureaucratic manners. 

	Efficiency
	Providing public services via the apparatus of a public client practically precludes competition in the provision of services. Such a situation does not create pressure on revising the provision of public services (from the view of the efficiency of the public resources allocation) nor change in providing. Bureaucratic costs are formed. 
	It can reduce the formation of government monopoly.  The public subject compares individual offers within the selection procedure and chooses one that provides the required quality with the lowest possible costs. When the contract terminates, a new selection procedure is called and this provides revision of the provision method. 
	Risks related with the provision of the service are shared. The private and public partner takes risks which they can manage well. The feasibility study (process necessary to choose the best version) provides comparison of individual methods and helps choose the one that brings better value for money. 

	Supervision
	The client (public sector) has direct control over the operation of an organization (which was established to provide services) and therefore over the provision of selected public services.
	The public sector carries out supervision on the basis of the conditions which are a part of the contract. 
	Supervision is provided by defining the standards of public services. Reality is then compared with the standard. 

	Risks related to the provision of a particular public service
	It decreases the risk of concluding a bad contract, or choosing a bad supplier. However, the public subject has to take all the risks related with the provision of public services. 
	There is a risk of choosing a bad supplier. Risks related to the provision of public services are shared by a private (e.g. construction risk) and public sector. 

There is a risk of failure to fulfil the obligations by the supplier (or even failure to provide the service) – which has to be taken into account in the contract (sanctions). 
	There is a risk of choosing a bad supplier.

The public client takes minimum risks connected with providing public services. In case of a licence, the private sector takes the risks related to the operation, financial risk and sometimes the demand risk. 

	Costs 
	Transactions costs are minimal in comparison with others. Operating costs, supervision and monitoring costs. 

Bureaucratic costs. 
	Transactions costs are higher (they increase according to how difficult is it to measure the output and quality of a service). 

Monitoring and supervision costs. 

The contractual price includes costs related with providing the services and supplier’s profit.
	Transactions costs are high. 

Monitoring and supervision costs. 

Operating costs and profit are on the side of the licensee. 

The contractual price is influenced by the level of risks which the private sector takes over (the more risks the licensee takes, the higher the price of the contract).  

	Influence on employment rate
	Possibility to determine the seat of the organization and therefore influence the employment rate in the region. 
	No influence possible. Employment rate decreases in the public sector (costs of the temporary unemployment of the employees of the public client).
	No influence possible. Employment rate decreases in the public sector (costs of the temporary unemployment of the employees of the public client).


Source: the author

4 Toll goods and possible ways of their provision 

As well as the individual goods, toll goods can also be provided by the means of market mechanism. Excludability from consumption is feasible. Consumption can be charged, i.e. users who want to consume the particular service have to pay for it. The service can be offered by anyone – individual, profit making company or non-profit institution, state or private. Although such goods can be provided by the means of market mechanism, in practice they are usually a part of worthy goods (goods whose consumption/provision is guaranteed by the government on the basis of public choice). The way of providing them therefore depends on their objective properties very often.
The fact that toll goods create problems which require collective action
 is important. For instance, it is the case of natural monopolies where average costs decrease with the production growth. In other words, costs of one consumer decrease with the growth in their number. The result of this fact is obvious: there is one provider, only one bidder who can efficiently provide the whole volume of production. It is usually more convenient - cheaper – to have only one provider of cable TV, distributor of electricity or gas, water, etc. We can find collective action in various modifications of the administration monopoly which enables one company use the advantages of a natural monopoly. 

However, this is a simplified view of the toll goods issue, or rather natural monopolies or regulation. As many economists say, a whole range of toll goods, which used to be subject to monopoly provision, does not have that position anymore. The former monopoly of railways was abolished by competitive kinds of transport of both people and goods (air or automobile transport), cable television has a competitor in the form of satellite TV or Internet, etc. In other words, if the monopoly is really natural, it does not need any protection, any public institution nor regulation. 

Nevertheless, toll goods as well as individual goods can be offered and demanded on the market without any problems (without any “technical” problems), but they are still offered by public sector in many cases. 

Toll goods are then more a problem of public choice, or political problem, than economical. The method of their provision is very often independent of their objective properties. 

The following text shows possible methods of providing a public service on the example of a toll good (e.g. waste collection). 

Such a public service can be provided by the means of the public sector, intergovernmental agreements, contractually, via market, non-profit organizations as well as via PPP (licences). 

Table 4: Institutional arrangements used to supply common municipal service   

	Institutional arrangement
	Refuse collection

	Government service
	Municipal sanitation department.

	Government vending
	Stores pay town to collect their solid waste.

	Intergovernmental agreements
	City joins regional solid-waste authority.

	Contracts
	City hires and pays contractor to collect garbage.

	Licences
	City franchises private firm to collect garbage and charge residents.

	Grants
	City charges user fee but subsidizes elderly and low-income households.

	Free market
	Household hires private firm to provide service.

	Voluntary service
	Homeowners association hires firm to provide service.

	Self-service
	Household brings refuse to town disposal site.


Source: SAVAS,E.S.:Privatization and public-private Partnerships, Seven Bridges Press,  New York, 2000, ISBN 1-56643-073-9
When choosing the production method of such a good (service), the following questions need to be answered: 

1) In what way to produce the particular public service – via apparatus and organization of the public sector or with the use of external resources

2) Whether the public sector subject will require compensation from the citizens. If yes, then whether the compensation will be partial or at the full extent of the operating costs

3) Where the potential user fee will be directed

Conclusion

The contribution is divided into two parts. The first part deals with theoretical aspects of public goods and services guaranteed by the government. This part also points out that in spite of the fact that the public services are guaranteed by the public sector as a result of public choice, it does not mean that the public sector has to run them. The result of public choice or political process is that many governments guarantee the provision of goods and services which could be provided and supplied via market mechanism under other circumstances. However, limiting certain social securities would not be politically possible. In fact, the only real option is to use those methods of providing public services which would ensure efficient allocation of public resources and at the same time maintain the existing (or even higher) quality of public services. One of the possibilities how to reach this goal is to use PPP. Worthy goods are formed by a spectrum of goods, i.e. they include such goods which have different characteristics (individual goods, toll goods, etc.) and which could be left in the private sector under other circumstances. 

The public sector should approach these goods in this way and also look for alternative methods of their provision. One of these methods is cooperation with the private sector, which is discussed in the second part of the contribution. Such cooperation can satisfy the needs of continuously developing society, requirements for a better quality of public services and more efficient allocation of the limited public resources. The possibility to introduce elements of private sector management as well as the possibility to participate in financing public services through private investments by individual governments in the situation of continuously increasing mandatory expenses should be taken into account. Professional literature implies that the social state, which democratic countries apply, is too costly and burdens the individual public budgets disproportionally. The influence of the state on economy has almost doubled since 1960s when the government spending increased up to 43% of the GDP. This trend slowed down in 1980s and 1990s so that in 1994 the government spending reached “only” 47% of GDP. The growth of government spending concentrated mainly into the area of social transfers to the inhabitants and subsidies, whose share increased from 8% in 1960 to 23 % of GDP in 1990. Nowadays, countries where the government consumes more than half of the domestic product are not so rare (Sweden: 60 %; Norway, Holland, Italy and France around 55 %; Austria and Germany around 50%; in the Czech Republic the level is around 50 % if we include the health care).
 A possible solution to the limited public resources is cooperation of the public and private sectors, i.e. financing (co-financing) of the production of public goods and services by the public sector where it is possible. However, this does not mean that PPP should be used any time the public resources are insufficient. The selection of the method of providing public services must be made after rational negotiations of the public client and the question of efficient spending of public resources, quality and availability of the guaranteed services cannot take a back seat. 
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� “Public services are services formed, organized or regulated by a public administration body securing that the service is provided in such a way which can be regarded as essential for the satisfaction of social needs while respecting the principle of subsidiarity” Definition from the appendix of Czech government resolution No. 164 of 20th February 2002 concerning the material content of the act on standardization of selected public services based on materials of the European Council and European Union.


� “Quasi-collective goods – governments usually provide goods and services with various level of divisibility of the utility between individual people. Public goods do not have to be available to an individual at the same extent as it is to other people. Demand for divisible parts of the good is inversely proportional to the end user price. The individual decides on the amount, either factually or potentially, and different individual can consume different amounts.” Consumption of such public services can depend on private demand for such services and this demand can retrospectively affect the direct user fee (direct user prices will be assessed as a partial compensation of tax prices).�
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� Coase admits that non-market coordination can be preferred to market mechanisms. There are transactions costs (for preparing contracts, supervision of their performance, mechanism of dispute solutions, etc.) which enforce formation of institutions that do not function on the market principle but on the basis of bureaucratic decision-making. The higher the transactions costs of concluding and enforcing contracts, the more probable is that coordination will not take place on market basis. And as it is not possible to define ownership rights in all cases and provide their enforcement, the creation of non-market coordination mechanisms is necessary. The existence of transactions costs presents access to public goods. It is not a market failure: it is existence and functioning of the market relations. The state is therefore a result of the existence of transactions costs.  He does not identify with Samuelson’s goods categorization. He claims that it is not possible to determine in advance which goods will be provided publicly and which not as that will be shown during their natural formation and their high transactions costs will enforce their existence. 
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�The demand risk arises when the demand for a product or service provided by the private (public) sector is insufficient. The supply risk, or the risk of attendance, is characteristic for projects in the field of infrastructure, especially brand new traffic constructions. In this case, the risk is much larger than during modernization of existing infrastructure, especially in the case when the new work has a competitor in the form of a free work or work regarded as less costly (e.g. new highway with toll and alternative transport free of charge). It is difficult to determine the demand at the beginning; mistakes in its projection can lead to a failure of the project regardless of the required price. BERNÁTKOVÁ, A.: Analýza rizik PPP projektů, ESF MU, 2007.
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� The cooperation of the public and private sector is often called  Public Private Partnerships – more information is in the text.
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