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Abstract

The “three rural — related issues” ( refers to the agriculture, the
village , and the farmers) has become a concern, not only for the aca—
demic circle and the decision makers, but also for the ordinary people
since 1990. You can find “three rural — related issues” has been a
key word in the governmental documents, in the symposiums of the
academic circle, and in the chats of friends. As issues such as the
difficulty in increasing farmers income, the slow development of rural
economy and the broading urban and rural differences have become
limiting factors to the construction of a well — off society, a thorough
understanding of the “three rural — related issues”, and an overall
planning of city and countryside economic and social development is
the key to the smooth accomplishment of the strategic mission: the
construction of a well — off society.

The communist party and the government have been paying a
close attention to the “three rural — related issues”. It was discussed
in a great deal in the 16th CCP conference report. The issues of in—
creasing farmers”“income, and promoting the comprehensive agricultur—
al production were carefully deployed by Central Committee of CCP
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and the State Council in their First Document of both 2004 and 2005.

The academic circle has studied the “three rural — related is—
sues” for years and the following three focal issues surfaced. Issue
number one is what is the core of the “three rural - related issues” ?
Issue number two is the origin of the “three rural — related issues”;
And issue number three is the solutions to the “three rural — related
issues”. This study demonstrates that the core of the “three rural — re—
lated issues” is the farmers”right to live and to develop. It manifests
the farmers ~ income and their opportunity for development. Public
goods, then, provide a guarantee for the right of the farmers to live
and development.

The properties of public goods cause the malfunction of market
mechanism in the supply of public goods. However, services such as
national defense, public peace and order, legal system, weather
broadcasting, compulsory education, and science and technology pro—
motion, are essential to the human survival and development and can
only be provided by the government. Therefore, public goods supply
becomes a basic function of the government.

At the early stage of industrialization, economic growth was the
first priority of the decision makers. It was a general trend that agri—
culture supported industry and its accumulation. This is exactly the
main reason why we had the “city deviation, the industry deviation
non — balanced development strategy” when new China was founded.
This non — balanced development model gradually fortified the city and
countryside dual economic structure. Meanwhile, relatively different
public goods supply systems were formed between city and country—
side: the city public goods were basically provided by national finance
revenue, whereas the rural public goods supply was mainly supported
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by the money and labor of the farmers themselves, which is called
“self — support ”. Support by the national finance revenue was very
limited in rural areas. Some services, such as rural compulsory educa—
tion which was supposed to be provided by the national finance reve—
nue, was even paid by the farmers. Thus, the shortage of rural public
goods became inevitable with the revenue system developed under the
city deviated non — balanced model.

With the industrialization to a certain extent “industry in return
nurtures agriculture, city supports the countryside, coordinated devel—
opment between industry and agriculture, and between city and coun—
tryside” is a general trend. The strategy of having “industry nurturing
agriculture ” to support agriculture is the only way for accelerating
modernization. Our country is in her mid — phase of industrialization.
It is the right time for adapting the strategy of having industry nurtur—
ing agriculture, city supporting countryside to achieve coordinated de—
velopment between industry and agriculture, and between city and
countryside. This means that the non — balanced development strategy
has become history. To construct a harmonious society, and to do o-
verall planning of the development of the city and country economy
and the development of the whole society, will be the development
strategy for the new era. “Industry nurturing agriculture” , supporting
agriculture will become the core of the rural public goods supply sys—
tem. And increasing governmental funds for rural public goods supply
will be a must.

Although “industry nurturing agriculture” , supporting agriculture
will be the feature of the new rural public goods supply system, the to—
tal spending of revenue on rural public goods will definitely increase.
But, for a rather long period of time, the national financial support
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will be limited relative to the demand of farmers, agriculture and cou-
ntryside for the public goods. Under these circumstances, the first pri—
ority is to maximize the use of the limited public resources.

According to the expenditure efficiency theory, under certain
scale of supply, different supply and demand preferences will form dif-
ferent supply decisions and different supply structure, which will final-
ly create different supply efficiencies. There are three levels in the
supply efficiency of rural public goods. Level 1 is the system efficien—
cy, a macroscopic level. It determines whether the resource distribu—
tion agrees with the Pareto§ Principle, or if it is fair. In another word,
it determines if the society could develop harmoniously with such a
system arrangement. It is obvious that public goods supply efficiency
is the direct cause for the formation of problematic shortage. Level 2 is
the balanced supply efficiency, a mesoscopic level. At a balanced
state, resource distribution is efficient and balanced efficiency is crea—
ted. Level 3 is the economic efficiency and technical efficiency, a mi—
croscopic level. Economic efficiency is the input and output (i/0) ra—
tio of each individual item of the public goods, whereas the technical
efficiency is the combination efficiency of different public goods. The
efficiencies at these three levels interact with one another. Therefore,
balance and technical structure could cause the structural shortage. It
is clear that efficiency is a very complicated system. It is not enough
just to study only one level of the efficiency.

In order to expedise the resolution of the “three rural — related is—
sues” , and overall planning of the urban and rural development, and
the construction of a well — off society, on one hand, we should
change the system that created the dual structure of urban and rural e-
conomy , improve the rural supporting system and form balanced finan—
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cial policies, constantly increase the rural public goods supply; on the
other hand, we must realize that for a long period of time in the fu-
ture,, national revenue is not enough for the growing demand of public
goods from farmers, agriculture and countryside. With a limited budg-
et, supply efficiency becomes the priority. And the study on the sup—
ply efficiency of rural public goods has theoretical and practical val—-
ues.

This study employs a methodology of combining real case analy—
sis, standard analysis, quantitative analysis and qualitative analysis.
It systematically studied the supply efficiency of rural public goods.
This paper has seven sections.

Section 1 covers objectives and background information about the
current domestic and international research status and research frame.
The research status analysis indicates that current research mainly fo—
cuses on the importance, the essentiality and the possibility of increas—
ing rural public supply in a view of system change, farmers”burden,
tax reform, creative reform of supply system. However, the attention
for the supply efficiency has not been sufficiently paid on. For develo—-
ping countries, limited budget is inevitably an issue during the process
of macroscopic economic reform. It is therefore vitally important to im—
prove the fund use efficiency, with a growing agricultural expenditure.

Section 2 covers the analysis of characteristics and efficiency of
the supply system of rural public goods at different stages after the
founding of the new China. For a long period of time, the efficiency of
rural public goods supply system, created with no fairness, is low due
to “the city deviated and industry deviated dual economic and social
structure ”. This proves the theoretical model for the perspective of re—
al case analysis.
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Section 3 applies the measurement economics to calculate income
elasticity of several major items in the rural public goods. It indicates
that education and science and technology have higher income elastic—
ity among the government expenditure on rural public goods. Accord—
ing to project balance rule, all the expenditure of public goods should
have similar income elasticity or marginal return rate. In order to opti—
mize structure, the expenditure on education and science and technol-
ogy should gradually increase.

Section 7 proposes four policies regarding increasing supply effi-
ciency of rural public goods, based on the systematic analysis of the
supply efficiency of the rural public goods. Proposal one is to adjust
the financial expenditure policy on agriculture to increase the supply to
rural public goods; Proposal two is to gate the funds from different so—
cial areas into rural public goods to increase more channels of rural
public good supply. Proposal three is to improve the decision making
process. to increase the public satisfactory fairness. Proposal four is to
optimize the expenditure structure of rural public goods to increase the
use efficiency of the limited public resources.

Novelties of this paper compared to what is available.

1. This paper has constructed a preliminary supply efficiency
system for rural public goods, with the help of other scholars’results of
their studies on efficiency. It indicates that supply efficiency of rural
public goods includes macroscopic system efficiency, mesoscopic bal-
anced efficiency and microscopic economic efficiency and technical ef—
ficiency. Focusing on only one level is not sufficient.

2. This paper proposes a theoretic model of the supply efficiency
of rural public goods. System efficiency is a qualitative concept, diffi-
cult to apply quantitative analytical approach. However, 1 tried to
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construct a theoretic model to do comparison analysis. It opens a new
angle for analysis, even though the theoretic model needs optimiza—
tion.

3. This paper proves that the shortage of rural public goods in—
clude quantitative shortage and structural shortage. It suggested that
the structure should be improved, while increasing the quantity.

4. This paper suggests that there is a coordinating effect and
matching effect among the public goods. Different combination of the
public goods would produce different outcome. Therefore, the micro—
scopic structure of rural public goods has a big impact on the supply
efficiency.

5. This paper calculates the income elasticity of several major
public goods. The principles of measurement economics were applied
in the quantitative study of relationship of national revenue expenditure
on rural public goods and total agricultural output value, gross nation—
al production ( GNP) , and financial revenue. A more reasonable ex—
penditure structure was explored. It provides references for optimizing
revenue expenditure structure and increase expenditure efficiency.

6. This paper proposes the supply priority of rural public goods,
from the results of public surveys on the preference of both the supply
and demand parties on several major rural public goods. The priority
supply order is as follows: compulsory education > rural road > rural
water resource > medical health care > science and technology promo-—
tion > rural electricity > social security > vocational education > infor—
mation service > village landscape > culture and entertainment > oth—
ers. The demand priority order is: popularize rural education > rural
cooperatives medical service > increase rural basic services > applica—
tion of agricultural science and technology > basic life security and
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governmental subsidization > others.

Although this paper has several novelties, the author is aware
that, despite the great effort, there is a lot of room for improvement.
The insufficient national statistic data and the different statistic stand—
ards made it very difficult for the econometric analysis. The author’s
plan for doing systematic analysis of every marginal return rate and in—
come elasticity of rural public goods was not carried out due to the
lack of the historical data, the lack of data accuracy and the redun—
dancy of data. All of these made it impossible do further investigation
and get better conclusion. The author s limited knowledge and re—
search ability also made some of the viewpoints open for further dis—

cussion.
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