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On Contribution of Education to Economic Growth in China

WANG Dihai (Fudan University,200433)

CHEN Lizi (Qinghua University, 100871 )

ZHANG Yan (Fudan University,200433)
Abstract: According to New Economic Growth Theory, human capital is an important factor in improving
regional economic growth. Most of empirical studies, however, showed that increase of the average level
of education in China does not significantly promote economic growth. This analysis points out that when
a proportion of human capital that would otherwise flow to private sector to contribute directly to
production, is absorbed by the public sector due to the attraction of its relatively high wage, the effect of
education on economic growth would be significantly lowered. After considering the impact of wage
premium of the public sector on the flow direction of the educational human capital, this article uses the
panel data of 29 regions in China from 2000 to 2010 and the instrumental variables to reestimate the social
returns to education, and make comparison between different regions and between China and other
countries.
Keywords: Economic Growth, Public Sector, Wage Premium, Human Capital
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