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Equality and Growth Effect of Public Education Financing

Theoretical and Empirical Study Based on Dual Perspective of Fertility and Human Capital
Lu Hongyou & Du Yixuan (Wuhan University)

Abstract According to a two-stage overlapping model, by narrowing the fertility gap and human
capital gap between the rich and the poor, the public education-financing model can not only alleviate the
inequality of income distribution, but also help to promote the average income level of the society. The
empirical research on the effect of public education financing model on income level and income distribution
show that the ratio of government public financing to education services has a positive correlation with
the income level of different income groups, but the marginal contribution of low-income groups is greater,
so the public education financing model not only helps to improve the income level, but also help to ease
the inequality of income distribution, so as to achieve the balance between equality and growth goals. The
further mechanism test results show that the dual goal of equality and growth is due to the fact that
public education financing can improve the average human capital level while alleviating the human capital
gap between the rich and the poor, and alleviate the fertility gap among the low, the medium low and
the medium high groups.Therefore, to achieve balanced development of population and the creation of
talent dividends, and simultaneously to ensure the future economic and social sustainable and balanced
development, the key institutional arrangements are that government should finance education services
through public funds and provide more quality education services to reduce the education costs of residents.

Key words educational financing model; fertility rate; human capital accumulation; growth effect;

equality effect
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