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This paper selects the perspective of urban and rural residents as a
starting point to make the research of basic public service equalization:
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® Compare the difference of the "propensity to consume" and the amount disparity of
consumption expenditure between urban and rural residents concerning kinds of basic public
services
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® Start the explanations of ways of basic public services compensation
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®Investigate the resulting series of "Tragedy of public goods" and "Non - economic
phenomena" issues
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®Explain the promoting equalization process of basic public services, orienting the
iImprovement of resident effectiveness.
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1. The Content Overview BF5 N AR

It is necessary to study the effectiveness of the residents’ use of basic public services,
meanwhile, the evaluation of the effectiveness is of high value and more intuitive when
inspecting the effectiveness of basic public services’ equalization.
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The items usually refer to education, health care, housing support, social security, public
safety, cultural, sports, etc.
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The subject of this paper is the supply of basic public services from the perspective of
effectiveness and it is focused on the supply route to meet life needs, possible scenarios
during consumption of basic public services and how to improve effectiveness by meeting
residents' needs for basic public services.
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1. The Content Overview HF 5% N SR

A learner in studying experiences of leading regions and a pioneer for other China
cities which are backward in achieving the equalization of basic public services
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Table 1 The comparison of government expenditure on different items of the basic
public services per person between Shanghai and Nanjing[1]

. Social security and Health
Education
employment care
2006 2007 2008 2006 2007 2008 2008
Per capita level of Resident population 1.35 158 | 1.79 1.00 153 | 184 | —
Shanghai Household registered population 1.81 | 217 | 247 | 135 | 210 | 254 | —
Per capita level of Resident population _— | — [ 079 | — | — [ 043 0.28
Nanjing Household registered population | — [ 097 | — | — | 052 0.34
11 Al of the data are the ratios of per capita level on social security and employment of Resident Population in Shanghai.
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Figure 1 The proportion comparison of government expenditure on different items of the basic
public services in Southern Jiangsu (2008)
Data Source: Shanghai Statistical Yearbook (2007-2009), Nanjing Statistical Yearbook 2009, Jiangsu Statistical Yearbook ( 2009 )




2 _ Consumption Comparison of ry
Basic Public Service between
Urban and Rural Residents in 0@\-\@'
Nanjing 4\°°%Q.be°“%
%ﬁﬁﬁ?}%% “?‘/‘%%” > .;;Zl:l} \.\0%0 &\Qp

3t S/
N C;\o Q@(\
Eﬁ%‘%m H.';!BE Q’E‘&% b&"@

\*é\% /0(\00
¥ X
©
&
%&%q
-%%%
%
%é
s,
w&%
3



2_ Consumption Comparison of Basic Public Service between Urban and Rural

Residents in Nanjing BRTHZER “HHR” EXRXALRSBEHRLLE

2.1 Disparity of consumption propensity on basic public services of urban and rural

residents 2 ERERIHTFERAILRS “HHR” MAKER

Table 2 The comparison results of consumption expenditure per capita on different items
between urban and rural residents in Nanjing city

Relative index of urban residents’ consumption expenditure

Relative index of rural residents’ consumption expenditure per capita Result per capita
Food >| Food
Clothing < Clothing
Living >1 Living
Household equipment and services < Household equipment and services
Health care < Health care
Transportation and communication < Transportation and communication
<> Education, culture and entertainment services

Education, culture and entertainment services

Others

Others




2_ Consumption Comparison of Basic Public Service between Urban and Rural

Residents in Nanjing BRTHZER “HHR” EXRXALRSBEHRLLE

2.2 Amount disparity of consumption expenditure on basic public services of urban

and rural residents EZRER “WHH” EEAALBRSZHEHRER

Table 3 The ratios of rural resident expenditure to urban resident
expenditure on different items in Nanjing (2006-2008)

2006 2007 2008

Total consumption 0.451 0.465 0.465

Food 0.513 0.493 0.483

Clothing 0.370 0.425 0.412

Living 0.592 0.767 0.783

Household equipment and services 0.389 0.498 0.374
Health care 0.424 0.418 0.446

Transportation and communication 0.421 0.430 0.497
Education, culture and entertainment services 0.311 0.269 0.268
Others 0.267 0.318 0.234
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3_ Two Compensation Ways for Basic Public Services under the Principle of

Equalization “3%4b” JENTFRIERAILRFAMEERE

In the view of the reality that the supply of basic public services in rural areas is relatively
insufficient, we can consider two ways of compensation.
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One is to enhance the residents’ consumption capacity for public services, and the most
direct method is to grant subsidies to the residents.
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The other way is to increase the supply of public services that rural residents need so as
to reduce the cost in the consumption of basic public services.
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3_ Two Compensation Ways for Basic Public Services under the Principle of

Equalization “3%4b” JENTFRIERAILRFAMEERE

We divide the factors that affect the residents’ utilities into two groups—consumption
factors (C) and non-consumption factors (A). At the same time, the consumption factors
(C) are defined as comprising basic public service consumption factors (x) and non
basic public service consumption factors (y). Then we have the following expression of
the residents’ utilities:
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If we study the residents’ utilities from the perspective of basic public services, we can
assume that the non-consumption factors (A) are fixed, then the Expression @ is
transformed into:
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3_ Two Compensation Ways for Basic Public Services under the Principle of

Equalization “3%4b” JENTFRIERAILRFAMEERE

According to the characteristics of the utility function curve and the consumption demand
curve, we can show the changes of the two curves respectively in the situation of the two
compensation ways.
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Figure 2 The changes of utility function curve and the consumption demand curve in way 1 and way 2
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Analysis of Supply Problems in Basic Public Services under the

" | Compensation Ways BB IMEBBRFENERAIRSE R S4BT

4.1 The state of unused basic public services (facilities) - “Non-economic phenomena”
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First, the “non-economic” phenomenon in using basic public services does not mean the
oversupply of themselves and there is no necessarily causal relationship between these two.
B, HARNILRSEHAIALFRRIFABRE RAS LT HRKTRIPRES, ZFHZ
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Second, supposing that it is not the problem of quality, an inappropriate provided place or
time of basic public services (facilities) is also likely to cause non-economic phenomenon

as well as the habits of local people and so on.
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Finally, if it is the problem of quality, the government needs to decide whether to revoke or
cancel the basic public services according to specific demanders.
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Figure 3 Village of Xiahuimiao in Nanjing



Analysis of Supply Problems in Basic Public Services under the

" | Compensation Ways BB FMEBRBRFERERAILRE GEHE) L4 BT

4.2 The excessive use of basic public services—"Tragedy of public goods"
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“Tragedy of public goods” is also the prevailing phenomenon in the current supply of basic
public services. In the real situation, the “public goods” generally have two characteristics.

One is the communal property of the items themselves, and the other is that the items are in
the short supply.
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To resolve this problem, we should consider both » « o & ;
the aspects of supply and deployment of basic '
public services (facilities).
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Figure 5 The scene of Nanjing Children's
Hospital
Sourse:http://news.xinhuanet.com/photo/2

008-12/29/content_10576637_5.htm (3]
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5_ Interpretation of the Implementation of the Equalization of Basic Public
Services Aimed at Improving the Residents’ utilities.
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Under the premise of unchanged propensities to consume of all the services, the current
consumption of basic public services determines the substitution relationship between Way 1
and Way 2 in the process of equalization and satisfaction of the residents’ utilities. This
conclusion can be illustrated in the changes of demand curves in Figure 6 and Figure 7.
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Figure 6 The changes of way 1 Figure 7 The changes of way 2

benchmarking against way 2 benchmarking against wav 1




5_ Interpretation of the Implementation of the Equalization of Basic Public
Services Aimed at Improving the Residents’ utilities.
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The two ways have something in common, which is that they both require finding a demand
curve equal with D,, and what affects the finding of this curve is the residents’ demand in
basic public services. If we transform the changes of curves in the two processes into
guidelines for the supply of basic public services, we can describe the following two
extremities. In the areas where the supplies of basic public services are seriously in short,
without considering the time cost in providing such services, the best choice is to increase
the supply of services and reduce rural residents’ cost in consuming basic public services. In
the areas where the supplies of basic public services are relatively adequate, the best choice
IS to, step by step, enhance the consumption capacity of rural residents.
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5.

Interpretation of the Implementation of the Equalization of Basic Public
Services Aimed at Improving the Residents’ utilities.
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The analysis of these two processes further clarifies the situations after initial choice of
compensation ways in implementing the equalization of basic public services, and then the
choices of compensation ways often go with each other. In the real process of realizing the
equalization of basic public services between rural and urban residents, the two ways are
parallel to each other and used interactively. The implementation of a certain way is
supplemented. (The complementary way is shown in Figure 8 and Figure 9).
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Figure8 The situation of “way 2 after way 1” Figure9 The situation of “way 1 after way 2”




5.

Interpretation of the Implementation of the Equalization of Basic Public
Services Aimed at Improving the Residents’ utilities.
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So, we can summarize the process of implementing the equalization of basic public
services as follows: after the vibrating period when narrowing consumption gap in basic
public services between rural and urban residents, we should rely on the following-up
construction of the supporting infrastructure, orderly implementation of financial subsidies,
the safeguarding of relevant mechanisms and the dealing with certain problems so as to
maintain the consistency of urban and rural residents’ consumption in basic public services.
Also, we should extend the spillover effects in the process of the equalization to other
aspects of the residents’ lives and consumptions to realize the equalization of utilities of
urban and rural residents and thus fundamentally achieving coordinated development in
urban and rural area.
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6- The Conclusions &£iE

From the perspective of urban and rural residents’ utility, the paper finds out that owing to the
differences and disparities of basic public services in the quality and layouts, the realization of
equalization requires both the relative adequacy of basic public services supply and the
rationality of mechanism design.
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Furthermore, the research suggests that supplies in amount and subsidies in capital are two
effective ways to guarantee the use of basic public services and prevent the intensified
conflict between supply and demand. Besides, on determining approaches of compensation
for rural residents we should concern ourselves with various types of issues deriving from the
basic public services supply, and analyze specifically the self-attributes of the study area,
such as economic level, consumption habits, etc., so as to discover the most effective way of
compensation for basic public services and of operating mechanism to facilitate the
equalization of basic public services.
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