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Study of Game Theories Characters of Water Resources Management in China

LI Liang-su'?  LUO Huw®*?
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Xi’ an Shanxi 710015, China; 3.Management School, Xi’an Jiactong University, Xi’an 710049, China)

Abstract  Along with the growing scarcity of water shortage and increasing water pollution in China, the need for an efficient and equitable
management mechanism about water resources has increased. From the point of view of static game and dynamic game as well as two
dimensions namely water flows and water quality, this paper compares the different game characters respectively under traditional government
regulation and pure market mechanism. The results show “Government Failure” that cannot realize incentive compatibility between government
and water users under the former model; Meanwhile, they also show “Government Failure” like over-polluted water and scarcity of public
products about pollution controlling under the latter model due to rational variance between individual and collectivity. It goes againat
sustainable development of water resources under current water management pattem since each of them has its respective advantage and
disadvantage. In the Light of analyses, a framework about the quasi — market mechanism is put forward, which combines two models and two
dimensions as mentioned above.

Key words waler resources; water rights; government regulation; game theories
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