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Abstract

As the demand for education increases, more
investments in education are needed for every
government However, either in developed countries or
developing countries, the shortage of the education
outlay is an universal problem. To solve the problem,
the governments need to establish reasonable policy
targets, to improve the efficiency of resource
allocation, and to induct the allocation properly.
Therefore, for governments in economy market,
participation is not only finance funds collocation, but
macro policies making and government behavior. This
means that the study should start from the education
cost and then have a thorough research and analysis in
the efficiency, system and the benefits of the

government expenditures.
Theoretical and practical meaning of this book .

The human capital theory and the public choice

theory have been developed and strengthened since the
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middle of 20th century. The conclusion, drawn from T. W. Schultz’s
human capital theories, that human’s resource is the main motivation of
economic and social development has important and profound influence on
the development of the whole economics. It also reveals why the economies
of Japan and other western industrialized countries such as German
developed so quickly.

According to human capital theory, the improvement of human’s
ability and life expectancy largely influenced by education, medical
condition and immigration is a form of capital. This kind of capital invested
in education produces higher yield than in other fields. Especially the
human resources which come from higher education take great role in
economic development and material production. In public choice theories,
education is a mixed product. Governments should provide different aids for
different education products.

Therefore, as a public choice, the government educational expenditure
itself can create conditions for human capital accumulation in the whole
society. Since education and training are the core of the formation of human
resources, which play a more and more important role in the whole society
and economic development, it has gradually become a new focus for
governments and academe how to allocate the limited money into education
and how to choose effective policy for the public educational expenditures
and how to improve the efficiency of resource allocation.

According to researches in recent years, human capital theory are
regarded as the foundation of the education economics in a number of
literatures. There are also many educational finance researches based on
public selecting theories and the public finance theories. But the focus of
education economics theory is to analyze the role of education on economic

increase in the aspect of education cost. It cannot study government



