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Population Mobility and Allocation of Local Government Fiscal Expenditures:
Discussion on the Optimal Coordination Model of Public Service Areas

LV Yang NIE Zhengyan
(School of Economics, Northwest Normal University . Lanzhou 730070, China)

Abstract: Understanding the interactive relationship between population mobility and local govern-
ment fiscal expenditure is the premise and foundation for optimizing regional coordination policies
for public services. This paper identifies that population mobility can lead to the differentiation of
local fiscal expenditure, and based on the framework of asymmetric regional competition and the
theory of population mobility choice, analyzes how population mobility affects the allocation of local
government fiscal expenditure and the gap in public services between regions. The study finds that
under the household registration management system, population mobility will lead to a mismatch
between the sources of local government fiscal revenue and the recipients of public services, causing
differentiation in the allocation of local government fiscal expenditure and widening the gap in public
services between regions. A comparison of the economic welfare effects of three regional
coordination models for public services reveals that: the "registered residence reform" model falls
short of Pareto optimality, but it balances relatively high economic efficiency with social equity; the
"transfer and adjustment" model is most conducive to social equity but has the lowest economic effi-
ciency; the "registered residence control" model faces a trade-off between equity and efficiency. Nu-
merical simulation results indicate that China has shifted from the "registered residence control"
model to the "registered residence reform" model after 2014, entering a phase where equity and effi-
ciency are compatible. Although the current model has achieved significant results, it is still neces-
sary to continue deepening reforms around the policy direction of "improving the public resource al-
location mechanism that matches the permanent resident population", further unleashing the poten-
tial for economic efficiency improvement while promoting the goal of equalizing basic public serv-
ices.

Key words: Population Mobility; Equalization of Basic Public Services; Common Prosperity; Fiscal

Expenditure Allocation; Regional Coordination
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