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Abstract: This paper presents an evaluation index system of public service quality, which contains
35 indexes from the dimensions of the output and effect. Based on data from 2010 to 2017 in 12 coastal
provinces and cities of China, this paper assesses public service quality by using the methods of
entropy weight order preference similarity to the ideal solution (TOPSIS) and analyzes the effect
of fiscal transparency on public service quality. The results show that the public service quality
in the 12 coastal provinces and cities of China studied is relatively high, and fiscal transparency
has a positive effect on public service quality. This analysis showed that an increase of 1% in
fiscal transparency would lead to an increase of 0.0323% in the quality of public services. Fiscal
transparency contributes to the quality of public services by improving the scale of investment and
the efficiency of public services expenditure; this is because fiscal transparency can increase the
expenditure on public welfare services and curb official corruption. Furthermore, the proposed
evaluation index can enable government administrators to take the necessary steps on the appropriate
dimensions to improve public service quality. This study can provide some guidelines for other
countries, especially to improve public service quality by increasing fiscal transparency.

Keywords: fiscal transparency; public policy; public service quality; TOPSIS

1. Introduction

With the enhancement of living styles in China, the citizens are no longer solely
satisfied with material needs only; they have begun to expect higher quality and more
diversified public services. The Chinese government always pays great importance to
the provision of public services as the starting point and main determinant of people’s
satisfaction. However, due to several levels of economic and social development of various
regions in China, there are significant imbalances in the provision of public services in
different regions, such as education, medical care, social security, culture, infrastructure,
and environmental protection (Xin and Chen 2019). Currently, the Chinese government
has continuously taken measures to improve public service quality through institutional-
ization to meet people’s growing and diversified needs for public service, in which fiscal
transparency plays an important role.

Fiscal transparency, as a type of system information on fiscal revenue and expenditure,
can provide timely, complete, and reliable information on government fiscal activities so
that the public can understand the government’s activities and make relevant evaluations
and decisions (Liu 2007). Currently, fiscal transparency is significantly used as a useful
matrix for developing public service quality (Bauhr and Carlitz 2020). Transparency
is publicly recommended as an essential condition for developing government quality,
improving accountability, and minimizing the area of corruption (Bauhr and Grimes 2014;
Islam 2006; Kosack and Fung 2014; De Renzio and Wehner 2017; Ríos et al. 2018; Stiglitz
2002; UNODC 2004). The authors of the article (Cicatiello et al. 2016) expressed a supportive
view of fiscal transparency, as higher-level fiscal transparency plays a favorable role in
developing a governance system. In papers (Wolfe 2003; Van Ryzin et al. 2004), the authors
claimed that public satisfaction with and trust in local government was helpful for the
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political party to run its activities for a sustained period. Moreover, the fiscal transparency
is conducive to the improvement of public service quality (Wolfe 2003). For policymakers
all over the world, greater fiscal transparency is very important for self-evident reasons
(Hu et al. 2020). Many countries, such as the UK (HM Treasury 1998), Spain (Esteller-Moré
and Polo Otero 2012), and the USA (Alt et al. 2002) have made efforts to improve fiscal
transparency (Best Practices for Budget Transparency n.d.; IMF 2007).

The previous research has provided enough theory and empirical evidence to under-
stand the importance of fiscal transparency, but they rarely pay attention to the situation
in China. Moreover, the demographic features of a region can directly impact fiscal trans-
parency due to the way they shape public demand for government and local policies
(Andreula and Chong 2016). In these circumstances, a fiscal transparency study, which
is site-specific is more suitable for China, especially to assess the effectiveness of public
services through fiscal transparency. These are some issues that deserve further study. How
is public service quality in the coastal provinces and cities, which are the most developed
regions in China? Has fiscal transparency that promotes the modern process of government
governance contributed to the improvement of public service quality in these regions?
What is the mechanism through which fiscal transparency affects public service quality?
The answers to these questions can provide some reference for other countries, especially
to improve the public service quality by increasing fiscal transparency.

The second section of this paper presents an index system for the evaluation of
public service quality, which contains 35 indexes from various dimensions of output and
effect. It measures public service quality by using the method of entropy weight TOPSIS,
based on provincial panel data from 2010 to 2017 in 12 coastal provinces and cities of
China. Currently, some researchers use stochastic dominance efficiency methodology as
an alternative of TOPSIS for the specific case (Ahamdanech et al. 2020; Fidan Keçeci et al.
2016; Pinar et al. 2011, 2013, 2017, 2020; Valle et al. 2017). In the third section, this article
analyzes the mechanism by which fiscal transparency affects public service quality, that
is fiscal transparency can improve the scale and efficiency of public service expenditure
by increasing public service welfare expenditure and curbing the occurrence of official
corruption. In the fourth section, the panel data model is used to empirically analyze the
effect and mechanism of fiscal transparency on the quality of public service and provides
the empirical analysis. Finally, conclusions are drawn and suggestions for future work are
given in Section 5.

2. Methodology: Evaluation of Public Service Quality
2.1. Evaluation Index System

At present, the definition, classification, and scope of public service are still contro-
versial in theory and practice (Alt and Lassen 2006; Heald 2003). According to different
classification standards, scholars have sorted public services in different ways, such as by
government functions, specific expenditure areas, content of public needs, etc. To compre-
hensively reflect the quality of public service, according to the standards in the “Thirteenth
Five-Year Plan for Promoting the Equalization of Basic Public Services”, issued by the
“State Council of the People’s Republic of China” and referred to in the literature, the scope
of public services in this paper includes the areas that can ensure people’s basic liveli-
hood, such as basic education, medical services, infrastructure, social security, scientific
and technological services, employment services, cultural services, social services, and
environmental protection.

The evaluation of public service quality in literature is mainly based on the following
four perspectives.

First, it is directly measured by the government’s fiscal expenditure in a certain public
service area. For example, per capita, fiscal expenditure on culture, education, science,
and health is used to measure the quality of public services (Zulkofli et al. 2018; Pedrosa et al.
2020; Sun and Andrews 2020; Fan and Zhang 2013). This is the narrowest measurement
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method, which means a higher level of public services expenditure will inevitably lead to a
higher quality of public services as so defined.

Second, the output of government fiscal expenditure can be used to assess the quality
of public services, such as the total number of hospital beds per thousand people, the
number of medical staff, and the teacher–student ratio to access the quality of public health
and education services (Wu et al. 2014). This kind of index is at the intermediate stage
between government fiscal expenditure and final output. It is a carrier of public services
but is not the ultimate goal of fiscal expenditure.

Third, people’s benefits from public services can be used to measure the quality
of these services. For example, basic education is measured by the literacy rate and
average years of education, and medical and health services are measured by average
life expectancy. The ultimate goal of the government in providing public services is to
improve the education level and health of the citizens by the intermediate output, thereby
enhancing the welfare of the residents (Jia and Lu 2010).

Fourth, questionnaire surveys may be issued to measure the respondents’ satisfaction
with public services. Public service satisfaction reflects residents’ subjective feelings about
the quality of public service and can evaluate the quality of public services (Chen and
Li 2010). However, due to the requirements for the accuracy and comprehensiveness
of the questionnaire, and the influence on respondents of factors such as race, income,
regional characteristics, and familiarity with public services (Kelly 2003), it is difficult for
a satisfaction survey to truly reflect the actual situation of the respondents, and cannot
objectively reflect the quality of public service.

Based on the above analysis, according to the principles of comprehensiveness,
objectivity, representativeness, and accessibility, this article constructs an evaluation in-
dex system containing 35 indexes from dimensions of public service output and effect to
comprehensively evaluate the public services quality, as mentioned in Table 1.

2.2. Evaluation Method

This paper used entropy weight TOPSIS to evaluate the quality of public service.
This method was developed by Hwang and Yoon (Hwang and Yoon 1981) and further
improvement was made by Hwang (Hwang et al. 1993). Hwang and Yoon proposed
clustering, which is derived as an enhancement of the Wroclaw Taxonomy, which in turn is
derived from the prior works of (Senetra and Szarek-Iwaniuk 2019; Czekanowski 1961).
Many authors worldwide use the TOPSIS to evaluate, assess, and rank alternatives across
diverse industries, such as Supply Chain Management and Logistics, Design Engineering
and Manufacturing Systems, Business and Marketing Management, Health Safety and
Environment Management, Human Resources Management, Energy Management, Chemi-
cal Engineering, Water Resources Management, and Other topics. (Behzadian et al. 2012;
Lu and White 2014). The entropy weight TOPSIS method is a combination of the entropy
method and TOPSIS method, in which the specific steps are as follows.

The first step is the positive processing of raw data.
Suppose there are m objects to be evaluated. Each evaluated object has n evaluation

indexes. M = 12 refers to 12 provinces (cities and autonomous regions) in coastal provinces
and cities of China; n = 35 refers to 35 indexes that evaluate the quality of public service,
constructing the following judgment matrix:

X =
(
xij
)

m×n (1)

In Equation (1), xij represents the value of a specific index, i = 1, 2, 3 . . . , m and
j = 1, 2, 3 . . . , n. To compare various indexes from different dimensions, this research
adopts the extreme value standardization method to deal with each index in a positive
direction. The indexes that reflect the public service quality can be sorted as positive and
negative indexes. The greater the value of the positive indexes, the higher the public service
quality: the greater the value of the negative indexes, the lower the public service quality.
To ensure the same direction in these indexes, this research adopts different calculation
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methods for the positive and negative indexes. The standardization method of the positive
indexes is as follows in Equation (2).

x′ij =
xi−min

(
xij
)

max
(
xij
)
−min

(
xij
) (2)

Table 1. Evaluation index system of public service quality.

Target Dimension Item Index Effect

Public service
quality

Output

Basic education
Teachers per 10,000 primary and secondary students +

Schools per 10,000 primary and middle students +

Medical services

Beds per 10,000 people +

Medical and health institutions per 10,000 people +

Medical and health personnel per 10,000 people +

Infrastructure
Public transportation vehicles per 10,000 people +

Public toilets per 10,000 people +

Social security
Basic pension insurance fund expenditure per capita +

Basic medical insurance fund expenditure per capita +

Scientific and
technological services

Scientific and technological personnel per 10,000 people +

Patents granted per 10,000 people +

Employment services Vocational technical training institutions per 10,000 people +

Cultural services
Cultural institutions per 100,000 people +

Publications per capita +

Social services Social organization units per 10,000 people +

Environmental protection

Wastewater discharge per capita −

Exhaust gas emissions per capita −

Solid waste per capita −

Effect

Elementary education

Average years of education +

The proportion of the illiterate population in the population
aged 15 and above −

Medical services
Life expectancy +

Maternal mortality rate (1/100,000) −

Infrastructure

Traffic density (km/km2) +

Urban gas penetration rate (%) +

Internet access rate +

Social security
Basic pension insurance coverage rate +

Basic medical insurance coverage +

Scientific and
technological services Actual new product sales revenue per capita +

Employment services
Urban registered unemployment rate −

The ratio of successful public employment +

Cultural services

The comprehensive population coverage rate of radio programs +

The comprehensive population coverage rate of TV programs +

Cultural activities visited per person +

Social services Community service center (station) coverage rate +

Environmental protection Harmless treatment rate of municipal solid waste +

Note: “+” indicates that the index is positive and “−” indicates that the index is negative. A smaller value of the index indicates a higher
quality of public services.
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The standardization method of the negative indexes is as follows in Equation (3).

x′ij = 1−
xi−min

(
xij
)

max
(
xij
)
−min

(
xij
) =

max
(
xij
)
− xij

max
(
xij
)
−min

(
xij
) (3)

In Equations (2) and (3), the terms max
(

xij
)

and min
(
xij
)

represent the maximum and
minimum of a specific index, respectively. Thus, the standardized judgment matrix X′ =(

x′ij
)

m×n
can be established.

The second step is to calculate the entropy of the index.
According to the theory of information entropy, the entropy ej of the j-th index can be

expressed as Equation (4).

ej = −k
m

∑
i=1

yijlnyij (4)

In Equation (4) the symbol can be calculated as k = 1
lnm , yij = x′ij\∑m

i=1 x′ij and it is
assumed that lnyij = 0, when yij = 0.

The third step is to define the weight of the index.
If the diversity of the jth index in each sample is smaller, the entropy of the index is

larger. Conversely, if the diversity of the index in each sample is larger, the entropy of the
index is smaller. Thus, the weight wj of the jth index is defined as Equation (5).

wj =
(
1− ej

)
\

n

∑
i=1

(
1− ej

)
(5)

In Equation (5) wj ∈ [0, 1] and ∑n
i=1 wj = 1.

The fourth step is to form a norm matrix based on entropy weight.
Multiply the weight vector wj of each index by the standardized judgment matrix X′

=
(

x′ij
)

m×n
to form a weighted standardized decision matrix as Equation (6).

R =
(
rij
)

m×n =
[
wj·x′ij

]
m×n

(6)

The fifth step is to determine the optimal solutions (s+j ) as Equation (7) and worst

solutions (s−j ) as Equation (8).

s+j = max
(
r1j, r2j, rij . . . . . . .rmj

)
j = 1, 2 . . . . . . n (7)

s−j = min
(
r1j, r2j, rij . . . . . . .rmj

)
j = 1, 2 . . . . . . n (8)

The sixth step is to compute the distance between each evaluated object and the
optimal or worst solutions.

Using the Euclidean distance formula, calculate the distance D+
i as Equation (9) and

D−i as Equation (10) from the standardized vector of each evaluated index to the optimal
solution and the worst solution.

D+
i =

√√√√ n

∑
j=1

(
rij − s+j

)2
i = 1, 2 . . . . . . m (9)

D−i =

√√√√ n

∑
j=1

(
rij − s−j

)2
i = 1, 2 . . . . . . m (10)
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The seventh step is to calculate the degree of closeness of each evaluated object.
Calculate the closeness degree C∗i of each evaluated object as Equation (11).

C∗i =
D−i

D−i + D+
i

i = 1, 2 . . . . . . m (11)

The value of C∗i is in-between 0 and 1. The higher the value of C∗i , the greater the
quality of public service. When C∗i = 1, the quality of public services is the highest; when C∗i
= 0, the quality of public services is the lowest. According to the research results (Lei et al.
2016), the closeness degree can be divided into four grades to characterize the quality of
public service, as shown in Table 2.

Table 2. The standards for judging the quality of public service.

Closeness Degree Public Service Quality

0–0.30 Poor

0.30–0.60 Medium

0.60–0.80 Good

0.80–1.00 Excellent

2.3. Evaluation Results

Using data (2010–2017) from 12 coastal provinces and cities in China, the judgment
matrix for every year can be established through the evaluation index system mentioned in
Table 1. The entropy of each index was computed according to Equations (2)–(5). Similarly,
the weight of every index was calculated by using Equations (6)–(10) to calculate the
Euclidean distance D+

i and D−i . Finally, the closeness degree C∗i was calculated using
Equation (11).

The closeness degrees C∗i were sorted and shown in Table 3. The public service quality
in these coastal provinces and cities of China was relatively high. On average, from 2010 to
2017, except for Hainan, Hebei, and Guangxi, the closeness degree of public service quality
was higher than 0.3. The closeness degree of Beijing was 0.6583, which is greater than 0.6,
indicating the public service quality was good, as shown in Table 2. The closeness degree
of the other 8 provinces and cities, including Shanghai, was between 0.3 and 0.6, which
suggests that the public service quality was of medium quality.

Table 3. The closeness degree of public service quality in 12 coastal provinces and cities of China.

Coastal Provinces/Cities 2010 2011 2012 2013 2014 2015 2016 2017 Average

Beijing 0.6940 0.7091 0.6997 0.6349 0.6361 0.6277 0.6281 0.6369 0.6583

Shanghai 0.6453 0.6103 0.5728 0.5188 0.5174 0.5323 0.5305 0.5275 0.5569

Zhejiang 0.5537 0.5453 0.5638 0.5425 0.5324 0.5441 0.5603 0.5437 0.5482

Jiangsu 0.4996 0.5312 0.5543 0.5008 0.4870 0.4938 0.4990 0.4726 0.5048

Tianjin 0.5180 0.5013 0.4989 0.4743 0.4837 0.4856 0.4698 0.4600 0.4865

Guangdong 0.4165 0.4110 0.4590 0.4162 0.4253 0.4220 0.4156 0.4241 0.4237

Liaoning 0.3214 0.3121 0.3083 0.3069 0.3229 0.3189 0.3172 0.3258 0.3167

Fujian 0.2921 0.3027 0.2963 0.3061 0.3766 0.3087 0.2881 0.2802 0.3064

Shandong 0.3162 0.3106 0.3133 0.2960 0.3065 0.3026 0.2984 0.2853 0.3036

Hainan 0.2138 0.2237 0.2285 0.2249 0.2234 0.2121 0.2790 0.2607 0.2333

Hebei 0.2302 0.2266 0.2100 0.2532 0.2329 0.2435 0.2220 0.2302 0.2311

Guangxi 0.1548 0.1548 0.1481 0.1656 0.1678 0.1748 0.1583 0.1716 0.1620
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3. The Mechanism by Which Fiscal Transparency Affects Public Service Quality

The institutional structure has an important effect on public service quality. Strengthen-
ing government accountability and providing key information to the public are important
ways to improve governance ability and governance level (Haque and Neanidis 2009). The
openness and transparency of fiscal information have increasingly become a key factor in
improving the government’s governance ability, which is the foundation for establishing a
modern fiscal budget system. Moreover, it has an important effect on the structure and
efficiency of fiscal expenditure. Several acceptable definitions of fiscal transparency have
been provided, consisting of internationally reliable, systematic, and timely data on public
revenues and expenses (Bastida and Benito 2007; Heald 2003; Kopits et al. 1998; Poterba
and von Hagen 1999). Currently, public service provision in China is still dominated by
government fiscal expenditure; as a result, fiscal transparency has an important effect on
the quality of public service.

3.1. Fiscal Transparency Affects the Scale of Government Fiscal Expenditure for Public Services

A sufficient amount of public expenditure funds is the basis for improving the quality
of public services. Fiscal transparency is conducive to the optimization of the structure of
fiscal expenditures and promotes increased investment in public services. The transparency
of fiscal information gives people information about government fiscal expenditure and ef-
fective supervision of government behavior, reducing the arbitrariness of fiscal expenditure
and optimizing the structure of such expenditure. There is an important negative correla-
tion between fiscal transparency and the administrative expenditure of local governments;
the transparency and openness of public fiscal information can force local governments to
reduce unnecessary administrative expenditure (Liu 2015). Fiscal transparency can also
effectively reduce fiscal expenditure on ostentatious projects, increase the supply of public
infrastructure and services (Bo et al. 2014), and direct fiscal expenditure more towards
public health, education, and other public service areas. With the continuously deepening
concept of building a service-oriented administration, people have expectations for higher-
quality public services (Ríos et al. 2016; Zeng 2014). Consequently, the Chinese government
is more concerned about public services that relate to the public’s vital interests, and is
motivated to increase public service expenditure.

Concerning the above analysis, this article proposes the following hypothesis.

Hypothesis 1 (H1). Fiscal transparency is conducive to the improvement of public service quality
by increasing the scale of public fiscal expenditure.

3.2. Fiscal Transparency Affects the Efficiency of the Use of Government Fiscal Expenditure in
Public Service

Fiscal transparency is not only conducive to promoting the optimization of fiscal
expenditure structure but is also conducive to enhancing the efficiency of the use of
public service funds, thereby effectively improving fiscal transparency performance and
increasing the quality of public service. However, excessive fiscal transparency does not
necessarily equate to high efficiency; there is an inverted U-shaped relationship between
fiscal transparency and efficiency. Before reaching the peak, fiscal transparency and effi-
ciency are positively correlated. After this peak, excessive fiscal transparency will lead to
overexposure, which in turn leads to the loss of efficiency (Heald 2003).

Although the total level of fiscal transparency is still low in China (Deng et al.
2018), it has been improving year by year through institutionalization. Fiscal transparency
plays a vital role in improving the efficiency of public service funds by restraining official
corruption. It can enable the public to more efficiently manage the use of fiscal funds,
expose the government’s wasteful, rent-seeking behaviors (associated with a high risk of
government corruption), and form a strong constraint against government officials using
the complexity and ambiguity of fiscal budgeting to engage in self-interested behavior.
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Thereby, fiscal transparency can effectively reduce government corruption, which is bound
to reduce unnecessary waste of fiscal funds and promote their efficiency.

Concerning the above analysis, this article proposes the following hypothesis.

Hypothesis 2 (H2). Fiscal transparency can increase the quality of public service by influencing the
efficient use of government fiscal expenditure in public service by reducing government corruption.

4. Empirical Analysis
4.1. Model and Variables

In China, the government has always been the main agency for supplying public
service, which provides funds for public services through fiscal expenditure. Therefore,
effective supervision for fiscal expenditure is directly related to public service quality, and
fiscal transparency is an effective form of supervision. Concerning empirically analyzing
the effect of fiscal transparency on the quality of public service, according to the character-
istic structure of panel data and referring to the existing literature, this paper constructs
the following panel data model. The panel data model can solve the problem of missing
variables caused by individual heterogeneity and improve the validity of estimation by
increasing sample information, but which can cause some problems, such as the error items
of the same individual in different periods have autocorrelation.

LPSit = αi + βitLXit + γitLYit + µit + εit (12)

In Equation (12), i represents the province and t represents time. The term PS is an
explained variable that represents the public service quality of the province i on the period
of t. The symbol X is the core explanatory variable, which expresses fiscal transparency.
The symbol Y represents a series of control variables. Control variables include official
corruption, government responsiveness, government administrative efficiency, fiscal ca-
pacity, urbanization, and urban–rural earnings gap. Furthermore, the symbol β and γ
represent variable coefficients, α is the intercept term, µ is the individual effect, ε is the
error term, and L represents the logarithmic form of each variable. Fiscal transparency
data was collected from the China Fiscal Transparency Evaluation Report issued by the
Shanghai University of Finance and Economics. The report evaluated fiscal transparency
by investigating the transparency of the governmental and departmental final budget in
China.

Official corruption will amplify the discrepancy between the supply and need of
public services, worsen input and outcome of public services, and weaken the effectiveness
of public service resource allocation, thereby eroding the efficiency of public services and
being unconducive to improving the public service quality. Official corruption is measured
by the ratio of the number of corruption cases prosecuted by judicial authorities to the
number of public officials. The data was collected from the Annual Work Report of the
People Procuratorate of China and the China Labor Statistics Yearbook respectively.

The stronger the government’s response to the needs of the citizen, the more accurate
public services the government provides, and the higher the quality of public service.
Government responsiveness is accessed by the proportion of welfare expenditure to total
fiscal expenditure (Yin and Yang 2014). Welfare expenditure includes education, science,
technology, culture, sports, media social security, employment, medical health, family
planning, and housing security expenditure. All the data was collected from the Finance
Yearbook of China.

The higher the administrative efficiency of the government, the more effective the
use of fiscal funds and the more helpful in developing the quality of public service. The
administrative efficiency of the government is measured by the per capita fiscal expenditure
of the agency, which is a reverse index. The higher per capita fiscal expenditure of the
agency, the lower the administrative efficiency. This is obtained by dividing the general
public service expenditure by the number of public officials (Zhang et al. 2007; Zhang
2004). The data of general public service expenditure comes from the Finance Yearbook of
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each province, and the number of public officials comes from the China Labor Statistics
Yearbook.

Fiscal capacity has a relatively important effect on the quality of public service. By
the continuous improvement of fiscal capacity, the quality of public services will gradually
increase (Lv and Wang 2008). Fiscal capacity is accessed by fiscal autonomy and per
capita fiscal transfer payments. Fiscal autonomy is the ratio of fiscal net income to total
expenditure (Chen 2010). The information comes from “Finance Yearbook of China”
(University Tsinghua 2017).

Where the level of urbanization is higher, the government needs to provide more
public facilities and public services, and a higher quality of public services. Urbanization is
expressed by dividing the urban population of each province by the permanent population,
and the data collected from the “China Statistical Yearbook”. The reduction of the income
gap among urban and rural areas makes the government’s financial affordability for public
services relatively light, which is favorable to the improvement of the quality of public
service. The urban–rural income gap is accessed by the ratio of the per capita annual
disposable income of urban inhabitants and rural inhabitants. The data comes from the
“China Labor Statistics Yearbook” (Editorial Board 2018). The above-mentioned nominal
variables eliminated the price changes based on the price level of 2010.

4.2. Effect of Fiscal Transparency on Government Public Service Quality

According to Table 4, Haussmann’s test shows the difference of coefficients under
different methods and the value of p is less than the confidence level of 5%. Therefore,
this paper used a panel fixed effects model to empirically analyze the effect of fiscal
transparency on public service quality.

Table 4. The result of Haussmann estimates.

Test Summary Chi-sq. Statistic Chi-sq. d.f. Prob.

Cross-section random 38.02 9 0.0000

The estimation results are mentioned in Table 5. Model (1) reflects the predictable
results of 12 coastal provinces and cities, and model (2) reflects the national estimate results.
Fiscal transparency has no impact on improving public service quality nationally, except in
coastal provinces and cities, which may be explained by the fact that the fiscal transparency
level is higher there. This paper analyzed the estimated results of the model (1) in Table 5.

Fiscal transparency plays a helpful effect on the quality of public service in 12 coastal
provinces and cities of China, where the analysis suggests that an increase of 1% in fiscal
transparency would lead to an increase of 0.0323% in the quality of public services.

Official corruption is negatively correlated with the quality of public service, which
means corruption is not helpful to the development of public service quality. The effect of
the per capita fiscal expenditure of an agency on the quality of public services is significantly
negative. This may be explained by the fact that excessive administrative expenditure
has taken away a portion of the fiscal expenditure that should be used in the area of
public services; a high level of per capita fiscal expenditure by an agency reflects that local
government administrative efficiency is low.

The proportion of welfare expenditure on fiscal expenditure is positively correlated
with public service quality. To increase welfare public service expenditure in fields such as
education, science, technology, culture, sports, media, social security, employment, medical
health, family planning, housing security, etc., will greatly increase the quality of public
services.

The effect of per capita fiscal transfer payments on public service quality has a sta-
tistically significant positive effect, but an increase in fiscal autonomy has not effectively
promoted an improvement in public service quality. This may be because the fiscal au-
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tonomy of most provinces is not high, and the assets for the supply of public services
significantly rely on transfer payments from the central administration.

Table 5. The effect of fiscal transparency on the quality of public services in 12 coastal provinces and
cities of China.

Variable Model (1) Model (2)

Fiscal transparency 0.0323 * 0.0150
(0.0157) (0.0151)

Official corruption −0.0457 −0.0604 *
(0.0466) (0.0333)

Per capita fiscal −0.101 *** −0.0629 **

expenditure of agency (0.0202) (0.0233)

Proportion of welfare 0.00201 0.107 *

expenditure (0.0584) (0.0593)

Fiscal autonomy 0.125 0.108
(0.164) (0.0758)

Per capita fiscal 0.309 ** 0.185 **

transfer payment (0.132) (0.0830)

Urbanization rate 0.131 0.867 ***
(0.279) (0.228)

Urban-rural income gap −0.277 ** −0.197 **
(0.108) (0.0899)

Constant −3.240 ** −2.099 **
(1.195) (0.890)

Time YES YES
Note: (1) ***, **, and * indicate the significance level of 1%, 5%, and 10% respectively. Model (2) is the standard
errors of heteroscedasticity are shown in brackets.

Urbanization is positively correlated with the quality of public service, which is
consistent with the conclusion of (Xu and Zhao 2015), and indicates that urbanization
is conducive to improving the quality of public services. The effect of the earnings gap
between urban and rural areas on the quality of public services is significantly negative,
which means it is not helpful to the improvement of the quality of public service. The
reason may be that a large urban–rural income gap increases the burden of providing
public services.

4.3. Analysis of the Mechanism by Which Fiscal Transparency Affects the Quality of Public Service

The previous analysis shows that fiscal transparency can effectively promote public
service quality in the 12 coastal provinces and cities of China, which were studied, but
further tests are warranted to demonstrate how it works.

Table 6 shows the test results of the mechanism by which fiscal transparency affects the
quality of public service. Fiscal transparency is positively correlated with the proportion
of welfare expenditure and negatively correlated with official corruption. This shows
that fiscal transparency has, indeed, promoted the optimization of the fiscal expenditure
structure, which increased the proportion of public service expenditure. Fiscal transparency
is conducive to reducing the amount of official corruption and consequently improves the
efficiency of public services.



J. Risk Financial Manag. 2021, 14, 13 11 of 14

Table 6. Test of the mechanism of fiscal transparency affecting the quality of public services in 12
coastal provinces and cities of China.

(1) (2)

Variable The Proportion of Welfare Expenditure Official Corruption

Fiscal transparency 0.0853 *** −0.157 **
(0.0260) (0.0684)

Official corruption 0.0673
(0.0566)

Government 0.0804 ** 0.0150
Expenditure per capita (0.0297) (0.0893)
Proportion of welfare 0.257

expenditure (0.212)
Constant −0.772 * −6.111 ***

(0.353) (0.405)
Note: (1) ***, **, and * indicate the significance level of 1%, 5%, and 10% respectively. (2) The standard errors of
heteroscedasticity are shown in brackets.

5. Conclusions

This paper presented an evaluation index system of public service quality containing
35 indexes from dimensions of public service output and effect. It used the entropy weight
TOPSIS method to measure the public service quality of 12 coastal provinces and cities of
China from 2010 to 2017. The results show that the public service quality in these 12 coastal
provinces and cities was relatively high. This paper analyzed the mechanism by which
fiscal transparency affects public service quality. First, fiscal transparency could improve
the scale of public service expenditure by increasing public service welfare expenditure.
Second, fiscal transparency could improve the efficiency of public service expenditure by
curbing the occurrence of official corruption. The panel data model was used to empirically
analyze the effect and mechanism of fiscal transparency on the quality of public service.
This study found that fiscal transparency had a positive effect on the quality of public
services in 12 coastal provinces and cities of China. An increase of 1% in fiscal transparency
would lead to an increase of 0.0323% in the quality of public service. The proportion of
welfare expenditure on fiscal expenditure was positively correlated with public service
quality. An increase of 1% in the proportion of welfare expenditure would lead to an
increase of 0.002% in the quality of public service. Official corruption was negatively
correlated with the quality of public service. An increase of 1% in official corruption would
lead to a decrease of 0.0457% in the quality of public service. Fiscal transparency was
positively correlated with the proportion of welfare expenditure and negatively correlated
with official corruption.

Given the role of fiscal transparency in promoting the quality of public services,
many measures should be adopted to continuously improve fiscal transparency. First,
establish the fiscal information disclosure standards, formulate operating procedures
for fiscal information disclosure through legislation, clarify the content, subject, time,
method, and principles of the disclosure, regulate the disclosure of government fiscal
information, and disclose it to the public to the greatest extent. Second, incorporate fiscal
transparency into the government budget performance appraisal system. Due to the lack
of a unified disclosure standard, there are large differences in information disclosure for
local governments. Local governments’ fiscal transparency should be gradually included
in the performance appraisal scope so that local governments have enough initiative to
increase fiscal transparency. Third, adopt diversified fiscal information disclosure methods.
In addition to requiring governments at all levels to disclose fiscal information on the
Internet, the role of the media should be used to disclose fiscal information to people
through newspapers, radio, and television. With the time of Internet big data comes, public
accounts, Weibo and other well-known platforms should be used to disclose financial
information.
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