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ABSTRACT KEYWORDS
Since the system of tax distribution reform has been put in, the supply of Local livelihood public goods;
local public goods has been under the spotlight. Local public goods mostly Supply level;

Regional differences;
Factor analysis.

belong to people’s livelihood public goods, the supply is closely related to
thevital interestsof citizensin jurisdiction. Most of theresearch conclusion
on the supply of local livelihood public goods is consistent: there exists
major regional discrepancy. But research on how to judge the discrepancy
extent, how to scale the level of supplying in different regionsand how to
find the critical influencing factor are few. This paper wantsto solve these
problems, so uses SPSS to process factor analysis to grade the supply
level of local livelihood public goodsin China’s 30 provinces (not including
Tibet) and researches into the critical influencing factors. To verify the
methods the paper selects 16 indicators which include social security,
education, sanitation, technology and infrastructurein city and countryside
etc to assess these differences. The paper’s core innovation lies in scoring
the supply level of local livelihood public goods of different provincesand
finding the critical influencing factorswhich is new compared with previous
work. Based on theseinfluencing factorsthis paper suggests how to supply
local public goods harmoniously and efficiently. These suggestions are
very important to narrow down the difference between regions and town
and countryside.  © 2013 Trade Sciencelnc. - INDIA

INTRODUCTION should keep making progressin ensuring that all the

people enjoy their rightsto education, employment,

The18th Nationd Congressof theCommunist Party
of Chinaindicated, “‘strengthening social development,
wemust give high priority to ensuring and improving
the people’s wellbeing. We should bring as much ben-
efit aspossibleto the people, resolveas many difficul-
tiesaspossiblefor them, and solve the most pressing
and real problemsof the greatest concernto them. We

medical and old-age care, and housing so that they will
lead abetter life. “After the 17th National Congress of
the Communist Party of Ching, the peopl€e’s livelihood
problems once again becomethe coreissueof the con-
struction of modern social system and thefiscal and
taxation policy researchin our country. The mentioned
education, employment, medical care, social security
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and housing, etc belong to public goods. And these
public goodsof thepeople’s livelihood mostly have the
characteristic of regiona supply and belongto the cat-
egory of locd public goods of the peopl€e’s livelihood.

Intermsof theregiona economicdevel opment strat-
egy, Chinahasexperienced three stages. non-balanced
regiona development, regional coordinated devel op-
ment and regional overall development. In order to
achieveregiona overal devel opment, thefunction of
loca public goods supply, especidly thesupply of pub-
licgoodsof thepeopl€’s livelihood, is necessary. There-
fore, clearly grasping the characteristics of differences
between regionsinthe supply of public goods of the
peopl€’s livelihood is the premise to achieve regional
overd| development.

Based on the existing background of fiscal decen-
tralizationin our country, this paper have adopted the
factor anaysisby using SPSS and scored and quanti-
fied thelocd supply level of public goodsof people’s
livelihoodin 30 provinces(cities) in China(notincluding
Tibet) to explorethe main factors of theinfluence, Fi-
nally, this paper put forward balanced effective coun-
termeasuresand suggestionson loca public goodssup-

ply.

LITERATURE REVIEW

Foreign literaturereview

Thestudiesof loca public goodssupply most fo-
cusonfiscal decentralization and centralization. Most
foreign scholarsbelievethat fiscal decentraizationis
beneficia toimprovethelevel of local public goods
supply. Tiebout(1956) isthe scholar whofirst studied
the public goods supply and the decentralization at the
sametimél. Hebdieved that individuascanvotewith
their feet. Thisvote mechanism can not only reflect the
level and capacity of public goods supply in different
regionseffectively, but dso stimulateloca governments
to competewith each other. After that, Stigler (1957),
Musgrave (1959) and Oates (1972) demonstrated the
sourceof advantagesof locd governments’ public goods
supply from different angles4. Also, they redized that
thedifferencesin endowmentsmight lead to regiona
differencesinthelevel of supply. Recently, onthisba
sis, more and more scholars have found that decen-

tralizationwill bring more bad effectsif aregion does
not havethedemocraticingitutionsand community rep-
resentatives. Besides, thedecentralizationwill not bring
anideal level of local public goodssupply, nor will it
sow downtheinter-regiona differencesinthepublic
goods supply. Litvack, Ahmad and Bird(1998) once
warned that most devel oping countriesdo not havethe
precondition for the aforementioned theory—a well-
designed system®. These countries did not get apro-
spectiveleve and public serviceefficiency intheir de-
centralization trying. Azfar and Kdhkonen et
a (2001)studied the circumstances of Ugandaand Phil-
Ippines, which were both experiencing thefiscal de-
centrdization, and found decentrdization could not pro-
motelocal welfareautomatically.

Domesticliteraturereview

The domestic scholarshold two viewson the study
of therelationship between fiscal decentralization and
theleve of local public goodssupply. Somescholars
believethat fiscal decentralizationisnot conduciveto
narrow thedifferencesinthe supply of locd publicgoods
and public services. West and Wong(1995), respec-
tively, conducted field research in Shandong Province,
Hebe Provinceand Guizhou Provinceto study there-
lationship between thefisca decentralization and pub-
licservicesin 1993 and 19947, They found therewere
large differencesbetween provincesin someimportant
public servicessuch as health care spending per capita
FuYong (2007)analyzed from the structure of local
government’s fiscal expenditure and found that fiscal
decentralization reduced theleve of educationand ur-
ban public services supply®®. Deng Kebin and Ding
Juhong (2009)andyzed thegamerel ationshi p between
thecentrd government andlocal governmentsand found
that fiscal decentrdization wasbeneficid for promoting
thelocal government’s supply level of “hard”’public
goodswhilehassignificant inhibitory effect to that of
“soft” public goods!®. Jia Zhilian, Lu
Hongyou(2010)used the dynamic factor analysisand
made comprehensive evauationto the provincid gov-
ernments’ effective supply levels of education and pub-
lic goods of the people’s livelihood from 2001 to
20067, Theresearch showed fiscal decentralization
and the government preferencedid not improveloca
government’s effective supply level of education and
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public goodsof the peopl€’s livelihood. But some other
scholars consider fiscal decentralizationimprovesthe
supply leve of locd public serviceand favorsreducing
regiond differences.

Insummary, we can find thereareregional differ-
ences between thelevelsof loca public goods supply
whicharethefiscal decentralization derivatives. How-
ever, thedegreeof thedifferencesand theimpact fac-
torsarerdatively scarceintheexisted literature.

MODEL APPLICATIONAND RESULTS
EVALUATION

Index system selection

Considering the data’s authority, accessibility and
sustainability of further study, thispaper choseatotd of
16indicatorsto conduct quantitativeanaysisof the sup-
ply level public goods of the people’s livelihood from
30 local governments. On the assumption that thefi-
nancia capacity isestablished, the morethe output of
public goodsis, thehigher theloca government’s sup-
ply level of public goodsof thepeopl€’s livelihood will
be.

Inthe selection of indicators, thispaper chosethe
indexesinthe supply of public goodsof the people’s
livelihood which areclear and easy to get, such asso-
cial security, education, sanitation, science and tech-
nology and theinfrastructurein urban and rural aress.
Theindicator variablesused inthispaper: X indicates
the coveragerate of urban basic endowment insurance.
X, indicatesthe coveragerate of unemployment insur-
ance. X, indicates the coveragerate of urban medical
insurance. X, indicatesthe coveragerate of urbanbirth
insuranceto reflect theregional socia security Situa
tion. X, indicatescity water penetration. X indicates
city gaspenetration. X indicatescity road areaper capita
to reflect the situation of regiona urban infrastructure.
X, indicatesthe number of rural hydropower stations
per rural 10. 0000 population. X, indicatesthe number
of reservoirsper 10, 0000 rural population. X, indi-
catesthe number of pensioninstitutionsper 10, 0000
rura populationto reflect theregiond rurd infrastruc-
ture. X, indicates publiclibrary collection per capita.
X, indicates the number of domestic patent applica-
tionsaccepted. X indicatesthe averagenumber of stu-
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dentsin collegesand universities per 10, 0000 to re-
flect theregiond public service supply in education and
science and technology. X, indicates the number of
health technicians per thousand population. X . indi-
catesthe number of bedsin medica and hedthingtitu-
tions per thousand population. X indicates sanitary
toiletspenetration to reflect theregiond public service

supply.
Data sour cesand processing

Thedataof the 16 variablesmentioned aboveare
mainly from 2012 China Statistical Yearbook *, “2012
ChinaHeadlth Statistics Yearbook™, 2012 China Sta-
tistical Yearbook on Science and Technology” and
“2012 China Rural Statistical Yearbook”. We first stan-
dardizetheorigind datausingthebasic modd of factor
analysis. In order to make a better comparability of
data, wea so conduct dimensionlessprocessingtothe
origina data.

M odel application

The purpose of factor analysisisto reducethedi-
mension of thedata. If thereisno correlation between
theorigind variables, factor andys sisnot of much sg-
nificance. So, wefirst use KMO& Bartlett’s Test of
Sphericity to determine whether thereiscorrelation
between theorigina variables. Theresultsareshownin
TABLE1:

TABLE 1: KM O& Bartlett’sTest of Sphericity

KMO& Bartlett’s Test of Sphericity
The KM O measur e of sampling adequacy 0. 746
Approximateof chi-squared 467. 340
Bartlett’s Test of Sphericity df 120
Sig. . 000

From the table abovewe know theKMOvaueis
0.746. Thedatisticof y 2digtributionis467.34. The
vaueof gatistical sgnificance probability is0. 000, in-
dicating that thevariablesarehighly corrdated witheach
other. They aresuitablefor factor anayss.

From TABLE 2, we can seethat the commundities
extracted fromvariablesared|l very high. Thecommu-
nalitiesof the coveragerate of urban bas c endowment
insurance, the coveragerate of unemployment insur-
ance, thecoveragerate of urban medica insurance, the
coverage rate of urban birth insurance, the city road
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areaper capita, the number of healthtechniciansper morethan 80%. Andtherest dso reach morethan 50%.
thousand popul ation and the number of bedsinmedicd  Theseindicatethat the common factorscan explainthe
and hedthingtitutionsper thousand populationdl reach  origina variableswell.

TABLE 2: Common Factor Variance

Common factor variance

Initial Extraction

Z(the coverage rate of urban basic endowment insurance) 1.000 .949
Z(the coverage rate of unemployment insurance) 1.000 .874
Z(the coverage rate of urban medical insurance) 1.000 .807
Z(the coverage rate of urban birth insurance) 1.000 .801
Z(urban water penetration) 1.000 .689
Z(urban gas penetration) 1.000 .709
Z(urban road area per capita) 1.000 .838
Z(the number of rural hydropower stations per 10. 0000 rural population.) 1.000 .682
Zscore(the number of reservoirs per 10, 0000 rural population.) 1.000 .783
Z(the number of pension ingtitutions per 10, 0000 rural population) 1.000 .550
Z(public library collection per capita. (book)) 1.000 .627
Z(the number of domestic patent applications accepted) 1.000 .510
Z(the average number of studentsin colleges and universities per 10, 0000 population) 1.000 .647
Z(the number of health technicians per thousand population.) 1.000 .881
Z(the number of bedsin medical and health institutions per thousand population. ) 1.000 .883
Z(sanitary toilets penetration ) 1.000 .655
Extraction Method : Principle Component Analysis
TABLE 3: Total Variance Explained
Total Variance Explained
Component Initial Eigenvalues Extraction of Squares Rotating Squares
Total % of VAR Cumulative% Total % of Variance Cumulative% Total % of VAR Cumulative%

1 7.781 48.634 48.634  7.781 48. 634 48.634  7.700 48.127 48. 127

2 2.401 15.005 63.639 2.401 15. 005 63.639 2.175 13.595 61. 722

3 1.703 10.641 74.280 1.703 10. 641 74.280 2.009 12 558 74.280

4 0.916 5.722 80. 002

5 0.868 5. 427 85. 429

6 0.669 4.179 89. 608

7 0.479 2.993 92. 601

8 0.378 2.360 94. 960

9 0.267 1.670 96. 630

10 0.169 1.059 97. 689

11 0.131 0.818 98. 507

12 0.093 0.583 99. 090

13 0.068 0.423 99. 513

14 0.044 0.273 99. 786

15 0.023 0.144 99. 930

16 0.011 0.070 100. 000

Extraction Method : Principle Component Analysis
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From the table above, we can seethefirst factor
explains48. 634%. Thefirst threefactorsexplain 74.
28% cumulatively and the eigenvalues aredll greater
than 1. From the screen plot, we can seethedrop rates
of the broken linefrom the first factor to the second
factor tothethird factor arelarge, after which, thebro-
kenlinebecomesgentle. Therefore, weextract thefirst

threefactors asthe common factor to conduct factor
andyss.

In order to clarify therelationship between each
common factor and variables aswell asto namethe
common factor, we haveto conduct rotated factor |oad-
ing to each variable. Theresultsareshownin TABLE
4

TABLE 4: Rotated Component M atrix

Rotated Component Matrix®

Component
1 2 3
Z(the coverage rate of urban basic endowment insurance) .973 .030 .034
Z(the coverage rate of unemployment insurance) .934 .029 -.019
Z(the coverage rate of urban medical insurance) .891 .048 .102
Z(the coverage rate of urban birth insurance) .880 .144 .080
Z(urban water penetration) .509 .655 .031
Z(urban gas penetration) .559 .616 .127
Z(urban road area per capita) -.354 .838 -.101
Z(the number of rural hydropower stations per rural 10. 0000 population.) -.060 .139 .812
Z(the number of reservoirs per 10, 0000 rural population.) -.299 .121 .824
Z(the number of pension ingtitutions per 10, 0000 rural population) . 332 -.287 .598
Z(public library collection per capita. (book)) . 781 -.098 -. 081
Z(the number of domestic patent applications accepted) .365 .597 .144
Z(the average number of students in colleges and universities per 10, 0000 population) .801 -.008 -.068
Z(the number of health technicians per thousand population.) .922 -.061 -. 167
Z(the number of bedsin medical and health institutions per thousand population.) .873 -.129 -. 323
Z(sanitary toilets penetration) .643 .370 .322

Extraction Method : Principle Component Analysis
Rotation Method: A quarter rotation with standardized Kaiser

It can be seen from thetable abovethat thefollow-
ingten variablesload large on thefirst common factor:
the coveragerate of urban basic endowment insurance,
the coveragerate of unemployment insurance, the cov-
eragerate of urban medical insurance, the coverage
rate of urban birthinsurance, publiclibrary collection
per capita, the number of domestic patent applications
accepted, theaverage number of studentsin colleges
and universities per 10, 0000 population, the number
of health technicians per thousand popul ation and the
number of bedsin medica and health institutions per
thousand popul ation and sanitary toiletspenetration. This
common factor hassignificant correlaionwith the sup-
ply level of socia security, education, scienceand tech-
nology and sanitation and other basic public services.
Therefore, it can benamed associd public service sup-

ply factor. Whilethe second and third common factor
have significant corrd ationwith theurbanand rurd in-
frastructure supply respectively. Therefore, we name
the second common factor asurban infrastructure sup-
ply factor and the third common factor asrural infra-
structure supply factor. These two common factorsre-
flect theleve of urban and rura infrastructure supply
from loca government. Thesetwo factorsalso accord
withthedualistic Situation of public goodssupply inour
country.

In order to measurethelevel of public goods sup-
ply in each region, weuse SPSSto cal cul ate the com-
ponent score coefficient. The results are shown in
TABLES:

Accordingto TABLE 6, wecan get thefactor scores
expressionsof thethreecommon factors:
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TABLE 5: Component Score Coefficient M atrix

Component Scor e Coefficient Matrix

Component

1 2 3
Z(the coverage rate of urban basic endowment insurance) .129 -.030 . 028
Z(the coverage rate of unemployment insurance) .123-.025.000
Z(the coverage rate of urban medical insurance) .119 -. 024 . 060
Z(the coverage rate of urban birth insurance) .113 . 025 . 041
Z(urban water penetration) .040 . 294 -. 032
Z(urban gas penetration) .050 . 265 .021
Z(urban road area per capita) -.085.431 -. 127
Z(the number of rural hydropower station per 10. 0000 rural population.) -.003.002 . 404
Z(the number of reservoir per 10, 0000 rural population.) -.034 .003 . 408
Z(the number of pension institutions per 10, 0000 rural population) . 065 -. 204 . 335
Z(public library collection per capita. (book)) .074 . 125 .143
Z(the number of domestic patent applications accepted) . 108 -. 075-. 023
Zscore(the average number of undergraduate in colleges and universities per 10, 0000 population ) .025 . 262 .029
Z(the number of health technicians per thousand population.) . 107 -. 033-. 023
Z(the number of bedsin medical and health institutions per thousand population.) . 124 -. 056-. 068
Z(sanitary toilets penetration) .118 -. 074-. 143

Extraction Method : Principle Component Analysis
Rotation Method: A Quarter Rotation with Standardized Kaiser

Factor:=0.129X1+0.123X2+0.119X 3+ 0.113X 4+ 0.04X 5+ 0.05X 6
—0.085X7—0.003Xs—0.34X 9+ 0.065X 10+ 0.074X 11+ 0.108X 12
+0.025X13+0.107 X144+ 0.124 X 15+ 0.118X 16

Factor2=—0.03X1—-0.025X 2—0.024X 3+ 0.025X 4+ 0.294 X 5+ 0.265X 6
+0.431X7-0.002X 8+ 0.003X 9 —0.204X 10+ 0.125X 11— 0.075X 12
+0.262X13—0.033X 14— 0.056 X 15— 0.074 X 16

Factors=0.028X1+0X2+0.06 X3+ 0.041X4—0.032X5+0.21X6—0.127 X7
+0.404 X+ 0.408 X9+ 0.335X 10+ 0.143X 11—~ 0.023X 12
+0.029X13—0.023X14— 0.068X 15— 0.143X16

In order to make comprehensive evaluation to the
public goods supply in 30 regions, this paper usethe
common factor variance contribution rate astheweight
to calculatethefactor’s composite score F:

F= N S R -
A+ A2+ A3 A+ A2+ As A+ A2+ A3

Where 11, A2, A zaetheinitid eigenvauesinTABLE

3. F1:F2,F3 stands for Factor,, Factor,, Factor,

cal culated above respectively. From thisformula, we
can get each region’s composite score as follows:

F3

Satisticanalysisand discussion

Inthe above statistic analysis, wefind thediffer-
encesbetween the supply level sof public goodsof the
people’s livelihood in different regions in our country

havethefollowingfour characterigtics:

Frgt, thesupply leve of public goodsof thepeople’s
livelihood in oneregion hasobviousrdationshipwithits
economic development, whichistheregiona charac-
terigtic. Thesupply levelsof public goodsof thepeople’s
livelihood in devel oped provinces(cities) aregenerdly
higher than that in undevel oped regions. According to
thedata, thesupply leve of public goodsof thepeople’s
liveihoodinBeijing, Shanghal and Tianjinrank topthree,
after whichfollowsGuangdong Province, Zhgiang Prov-
inceand Jiangsu Provincewho arefairly devel oped.
Thesupply levelsof public goodsof the peopl €’s liveli-
hood in undevel oped regionsrank thelast.

Second, the supply level of public goods of the
peopl€’s livelihood in each region has significant corre-
lation withthe supply level of socia public services—
the social security and public goods such astechnol-
ogy, education and sanitation. Ascan beseenfrom Fig-
urel, the composite score of the supply level of public
goods of the people’s livelihood show a downward
trend with the decrease of the composite score of the
supply level of public servicesineachregion.

Third, therearelarge differences between the sup-
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TABLE 6: Each Region’sComposite Scor e of Public Goods Supply

Rank Region F1 F2 F3 Composite Score
1 Beijing 3. 06151 -0. 93994 -0. 23058 1. 753864
2 Shanghai 3. 04594 -1. 11172 -0. 24623 1. 706865
3 Tianjin 1. 3289 0. 8631 -0. 81906 0. 915058
4 Guangdong 0. 77239 0. 70054 1.81737 0. 900659
5 Zhejiang 0. 67539 1.38187 1. 09288 0. 871856
6 Jiangsu 0. 43655 2.58919 -0. 61149 0. 717322
7 Fujian -0. 05983 0. 67085 2.14001 0. 403535
8 Shandong -0. 21592 2. 08591 -0. 64231 0. 189939
9 Liaoning 0. 53952 -0. 31347 -0. 75993 0. 176146
10 Hubei -0. 14188 0. 30497 0. 66869 0. 065816
11 Chongging 0. 03287 -1. 43354 2.15173 0. 039943
12 Hainan -0. 20742 0. 47613 0. 40162 0. 019806
13 Sinkiang 0. 09681 0.29144 -1. 02333 -0. 02525
14 Jilin 0. 15873 -0. 72449 -0. 08146 -0. 05554
15 Jiangxi -0. 63518 0. 43081 1. 77448 -0. 06883
16 Hunan -0. 54698 -0. 22709 1. 30835 -0. 21158
17 Shanxi -0. 22265 -0. 21968 -0. 85563 -0. 31075
18 Hebei -0. 61083 1.13175 -1. 15364 -0. 33108
19 Shanxi -0. 30965 -0. 10138 -0. 80482 -0. 33574
20 Heilongjiang -0. 06043 -0. 96977 -0. 76405 -0. 34441
21 Anhui -0. 75878 0. 56517 0. 03406 -0. 37088
22 Ningxia -0. 41712 0. 26898 -1. 14268 -0. 37873
23 Sichuan -0. 489 -0. 70187 0. 46229 -0. 39129
24 Qinghai -0. 51439 0. 00414 -0. 53786 -0. 40837
25 Inner Mongolia -0. 40467 -0. 81984 -0. 85476 -0. 54939
26 Guangxi -0. 87994 -0. 05023 0.19484 -0. 5504
27 Henan -0. 75075 -0. 87239 -0. 48847 -0. 73098
28 Gansu -0. 76186 -0. 86216 -0. 65563 -0. 76004
29 Y unnan -1. 03715 -0. 64054 -0. 25878 -0. 83616
30 Guizhou -1. 12424 -1. 77673 -0. 11561 -1. 10141

ply levelsof publicgoodsin different regions. Thereare
12 provinces(cities) whose composite scoreisgreater
than zero, which indicatesthe comprehensive capacity
of public goods supply inthese 12 provinces(cities) is
strong. Therearea so 18 provinces(cities) whose com-
posite scoreislessthan zero, which indicatesthe com-
prehens ve capacity of public goodssupply inthese 18
provinces(cities) isweak. Besides, theregional dispar-
ityisvery big. Thecompositescoreof Beijingwhoranks
thefirgis1. 7534 whilethescoreof thelast one, Guizhou
Province, isonly -1. 101.

Fourth, therearelarge gap between thelevels of
urban public goods supply and rural public goodssup-

ply inthesameregion. Asisshownin TABLE 7 and
Figure 1, therearelarge differences between thelevel
of urban infrastructuresupply and thelevd of rural in-
frastructure supply. For example, the supply factor score
of urbaninfrastructurein Jiangsu Province, who ranks
sixth, is2.58919, whileits supply factor scoreof rura
infrastructureisonly -0. 61149. It isthesamewith most

i
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Figurel: ThelL evel Scoreof Public Goods Supply in Each
Region
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other provinces(cities).

CONCLUSIONSAND
RECOMMENDATIONS

In this paper, we use factor analysisto gradethe
supply level of public goodsin 30 provinces(cities).
Horizontally, there arelarge differences between the
levelsof public goodssupply indifferent regions. Be-
sdes, thesupply of public goodsisnot sufficient inmost
regions. Fromthevertica structure, therearelargegap
betweenthelevd of urbaninfrastructuresupply and the
leve of rurd infrastructure supply inoneregion, which
isknown asthe duality phenomenon. Besides, public
services, such asthesocia security, technology, edu-
cation and sanitation, account for highweight. Thisis
thekey factor influencing the supply difference. In or-
der to narrow the gap between regionsin the public
goods supply and achieve aba anced levd of effective
supply, this paper believeswe haveto start with the
following two aspects:

On onehand, to narrow the differences between
provinces(cities)in the public goods supply, the central
government, the provincia governmentsand other |o-
cal governments haveto definetheir own rightsand
respong bilities. Oneprinciplethat hasto beestablished
assoon as possibleislocal governments are respon-
sblefor the supply of public servicesand the superior
governmentsareresponsblefor thefunding. First, rea
sonabledivisioninthe compul sory education between
the central and local governmentsis necessary. The
central government isresponsiblefor theexpenseson
the new compul sory education and thetuition and fees
deductionin central and westernrura areas(including
country). Second, we haveto narrow thefunding gap
between regionsthrough the central government bud-
get. For example, the provincewhosefisca expendi-
ture per capitaisbelow 80% of the national average
can get fundingsfrom central government after which,
itsfiscal expenditureisexpected to increaseto 80% of
thenational average. Third, reasonabledivisionin pub-
lic health and basic medica servicesbetween the cen-
tral and local governmentsisnecessary. The genera
principleisthat the central government isresponsible
for the public hedlth. The centra government and local
governments sharethe expenses and the central gov-

ernment sharethemost. Thebasicmedica budgetsand
the public heath budgets can be cons dered separately.
Specifically, the central government isresponsiblefor
thepublic health budgets. Theprovincial governments,
themunicipa governmentsand thecountry governments
sharethe expenditure on basic medical servicesrea
sonably. Besdes, thecentrd government shouldincreasse
thetransfer paymentsto the poverty-stricken aress.
On the other hand, balancing the supply of public
goods of the peopl€’s livelihood in urban and rural ar-
eascan narrow thegap of longitudinal supply. Thegov-
ernment canlegidateto guaranteethe supply of public
goodsof thepeopl€’s livelihood in rural area. A supply
systemincluding thecentral government, theprovinces,
thecountries, thevillagesand thefarmersshould be set
up. Besides, we need an expression mechanismand an
independent decis on-making mechanismwhich canre-
flect farmers’ demands and preference accurately and
timely. What’s more, we should bring the long-term ef-
fective supply of publicgoodsand farmers’ satisfaction
into theeva uation of government performanceto per-
fect the government performance eva uation system.
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