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Public Finance Investment, Fiscal Decentralization and Compulsory

Education Disparity Between the Urban and Rural Areas
Zhang Deyong Meng Yang

Abstract: Based on the provincial panel data from 2003 to 2010, this paper constructs
compulsory education disparity index between the urban and rural areas, and then ex-
plores the effect on compulsory education disparity empirically from the perspective of fis-
cal decentralization. It finds out that fiscal decentralization plays a negative role in the edu-
cation disparity significantly, while the economic growth and “new mechanism” pose a
positive effect. Therefore, in order to narrow down the gap between urban and rural are-
as, it is necessary to centralize finance system moderately in the relationship between cen-
tral and local government and improve the transfer payment system. At the same time,
this paper suggests increasing the intensity of providing compulsory education founds at the
provincial level and promoting the education equality with the urban-rural integration de-
velopment.

Keywords: fiscal decentralization; urban-rural compulsory education disparity; overall

planning at the provincial level
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