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Why does It Have to Be Non—profit? Provision of Social
Public Services in the Case of Contract Failure

Jin Jinping
(Law School, Peking University, Beijing 100871, China)

Abstract: Contract failure theory shows that in the case of contract failure, competition does not
work due to information asymmetry; therefore the opportunistic behavior of service providers can be
inhibited only if the government or non-profit organizations provide social public service. In the field
of pre-school education, basic public services provided by the government are inadequate. Also,
private non-profit kindergartens are underdeveloped and at a disadvantage against for-profit ones due
to defects of the system. Since the system to regulate kindergartens in accordance with their different
natures fails to be implemented, investment capitals flow to some private non-profit kindergartens. As
a result, child abuse emerges and cannot be eradicated. The only solution is to redesign the mechanism
for providing social public service in the case of contract failure.

Key words: contract failure; preschool education; basic public service; non-profit organization
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