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Income Inequality, Public Expenditure on Education and Economic Growth:
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Abstract: As a middle-income country, China must stride across "middle income trap". Therefore, we have
to clarify the relationship between income inequality and economic growth. This relationship has been also a hot
in academic research. The article analyzed a mechanism between income inequality and economic growth based
on 31 provincial panel data from 1998 to 2012 by 3LSL method. The paper found that: (1) public expenditure
on education is the real conduction mechanism of the influence of income inequality on economic growth; (2)
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there was a significant positive correlation between the degree of income inequality and public expenditure on

education, and they have a significant negative correlation in short run; (3) the public expenditure on education

has a positive and significant effect on economic growth in long run. These results implied that promoting fair

income distribution will become the main direction if China aims for sustainable economic growth in future.
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