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The Effect of Government Educational Expenditure

on Economic Growth in A Two Sector Growth Model

YANG Juan, TIAN Si-tong

(School of Business, Beijing Normal University)

Abstract: This paper focuses on the external structure of education expenditure, the key
parameter of government expenditure composition. There are two key conclusions drawn in
this paper: theoretically, there is a golden interval as to the level of government expenditure
and its composition, where relatively high economic growth rate can be obtained. Combined
with the actual situation, we find that even though the simulation value and actual value of
the economic growth rate of each district of New Urban Development Area present a high
level, compared to other districts and counties, these districts still have the largest economic
development potential. Enhancing the proportion of education expenditure in the government
expenditure of each district of New Urban Development Area properly can thus greatly
enhance the economic growth rate of each district.

Key words: productive expenditure; government expenditure on education; economic

growth rate; macroeconomic equilibrium
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