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ABSTRACT

This paper defines education and economic growth at very be-
ginning, and then emphasizes the contribution of education to eco-
nomic growth based on the current researches from the supply’s per-
spective, employing the methodology of logic deduction and empiri-
cal studies. Later it focuses on the mechanism and means of the con-
tribution and compares it across countries, which eliminates the de-
ficiency of discussion on the types and motivations of demands for e-
ducation in a micro view, or on the individual demand functions and
those of the society, or on the mechanism of contributions of de-
mands for education to economic growth, or on the comprehensive
comparison of education at home and abroad in terms of the contri-
bution, and in the end the author puts forward with the future edu-
cation development pattern in China.

Starting with the theories, this paper analyses the mechanism
and theorem of the contribution of education to economic growth
from the aggregate supply’s perspective in a micro view. It holds
that when there is partially full employment and the GNP is less
than the potential GNP, an increase in aggregate demand can im-
prove the equilibrium national income and real output. In the open
four - sector economy, judging from the characteristics of education
products, the social demands for them can be classified into four
types, namely private demands for consumption, private demands

for investment, government demands and overseas demands.
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Through studying the motivations and the influencing factors of the
above four demanding bodies, the paper constructs the individual de-
mand function and demand curves for education. It shows that as a
result of the bandwagon effects and the perfect convexity of con-
sumption curves, the society demand for education is more than the
sum of the individuals’ demands; therefore education has a greater
effect on the economic growth.

Judging from the supply’s perspective, education products ex-
hibit such properties as combining the buyers (consumers) and the
subjects (raw materials) ; besides, the production and consumption
of them show apparently positive external effects, subsequently edu-
cation has a greater influence on the quantity and efficiency of the
overall traditional production factors (labor, land, capital and en-
trepreneurship) , and this influence can also be generated as the in-
crement of the types of production inputs (human capital enters pro-
duction as an independent input) . In the end the paper proves the
mechanisms and means of contribution of education to economic
growth from an aggregate supply’s perspective.

It proves that education influences economic growth both from
the supply’s view and the demand’s view theoretically, then based
on the analysis and comparison of measurement methods available
over the contribution of education to economic growth, the paper
constructs the aggregate education demand model to test the contri-
bution of aggregate demand for education to economic growth from
the aggregate demand’s perspective, which is not seen in the aca-
demic world so far. What’s more, the paper chooses to test the con-
tribution of education to economic growth using the mature C - D

production function model and Feder model respectively. This paper
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selects China, USA, Canada, Japan, Britain and Australia as the
subjects for empirical test and comparison sample.

After regressions of the real data from the aggregate model of
the above six countries, the paper concludes that private demands
for consumption, private demands for investment, government de-
mands and overseas demands all have obvious effects on the economic
growth. In terms of expenditures on private education, China and
the USA list ahead of the others; while in terms of expenditures on
government demands for education, the USA and Canada list ahead,
and in terms of education export, Canada is listed in the first place.

Regressions from the C — D production function model show
that education in the six countries has a positive effect on their e-
conomies, but the output elasticity of education varies from country
to country. Specifically speaking, China’s elasticity of education is
lower than that of the other five developed countries. The contribu-
tion of education to economic growth also varies among countries.
The contribution of education to economic growth in China is
13.3%, lower than the average level of the other five developed
countries, which is 27.32%.

The paper also test and compare the contribution of education
to economic growth across representative regions in China using the
3 model above.

Regressions of external contribution from the Feder model, the
paper comes to the conclusion that education shows a distinct exter-
nal effect over the other sectors in the six countries and an increase
in education output can accelerate the economic growth but by dif-
ferent levels. The external effect has something to do with the edu-

cation and economic stages of the country. The difference of effi-
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ciency between educational and non - educational sectors varies
greatly.

A comprehensive analysis of the above theoretical analysis and
the regression results shows that the contribution of education to e-
conomic growth exhibits the following properties: 1st, the contri-
bution of education to economic growth is undoubted; moreover it is
embodied with a distinctly strong external effect of education; o
education can not only improve the capability of supply of the econo-
my but directly pull the overall domestic aggregate demands; 3%,
the efficiency of educational sectors directly determines investment
for education and finally determines the contribution to economic
growth. Although the effects of China is far more than those of the
developed countries; low efficiency of educational sectors offsets it,
therefore, the contribution is less than that of developed countries;
4" difference in contribution of education to economic growth a-
mong six sample countries mainly result from the education pat-
terns. The externality of Britain is far more than that of the other
four developed countries. The educational sectors in the USA and
Japan are most efficient. The output elasticity of American private
educational expenditures is well higher than thut of Britain, Canada
and Australia. Net export of education to economic growth in Cana-
da is the most prominent among six counties; 5%, the contribution
of education to economic growth is also embodied in deferent
province in China.

On the basis of the above conclusions, the paper finally puts
forward with some proposals in terms of China’s education develop-
ment, such as augmenting governmental inputs to education, re-

forming the governmental educational fund allocation systems and
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developing non — governmental education finance and etc.

Key Words: Education, Economic Growth, Aggregate De-
mand, Human Capital, External Effect
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