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Abstract: 

With the Chinese government attaching great importance to the "three rural issues", the status of rural 

education priority among priorities have been established, especially in the areas of compulsory education. 

This paper from the perspective of welfare economics mainly discusses how to make the most of school-age 

children and adolescents of rural compulsory education achieve maximum satisfaction in the right of getting 

education and realize the potential maximum development benefits through the national education 

investment. 
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1. Overview of welfare economics 

Welfare economics is the conomics under certain conditions of social value judgment standard, which 

study the relationship between resource allocation of the whole economy and personal welfare, especially 

the relationship between resource allocation in the market economy system and the welfare and various 

policy issues related it[1]. Welfare economics refers to the value judgment which answers "what should be" 

and its purpose is to evaluate the social desirability of alternative economic substance, so it belongs to the 

category of normative economics.  

The thought origin of welfare economics can be traced back to the rise of the philosophy of 

utilitarianism in the second half of the eighteenth Century whose  representatives include Jeremy Bentham) 
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and John Stuart Mill. Each of them has an oft quoted saying: "the greatest happiness of most people is the 

measure standard of judging right or wrong " [2] and" Every behavior which can promote the most 

happiness of the most people is the act of justice" [3] and "the greatest happiness of the majority" was 

established as the ethical and legislative basis. As what Bentham believes, human nature is the pursuit of 

happiness and the individual is the best judge of their own happiness which can be measured by efficacy and 

it is the calculation of pleasure and pain. 

Economic theory of welfare economics is based on the theory of marginal utility value in which utility 

is the main content and core of consistituting welfare with the same as "welfare". Theory of marginal utilityo 

value is a kind of subjective theory of value which evaluates commodity value and price decision on the 

basis of the individual subjective feelings to commodity and uses calculus to caculate the maximum value of 

utility. The consumer's marginal utility shows decreasing orderliness. That is to say, with the increase of the 

amount of consumption to a certain goods, degree of satisfaction of consumer from each consumption unit 

of the continuously increaseing to this goods is decreasing. 

British economist and reformist, J.A.Hobson insists on taking "social welfare" as the core content of 

economic research and exploring the problem of uneven distribution of society. The theoretical system of 

welfare economics began with British renowned economist Arthur C. Pigou and in 1920, he published the 

book "welfare economics" which has become the foundation of economics of welfare and in which based on 

cardinal utility and 

utility of different individualsm,  concept as "welfare" and policy application get sytically discussed. 

In 30s of twentieth Century, welfare economists, taking Italy economist, Vilfredo Pareto as one 

representative, put forward some theories such as Pareto standard, Pareto optimality conditions and social 

welfare function and made the field of welfare economics penetrated into  many aspects including politics, 

society, management and decision making promoting the development of welfare economics. 

As the theory source of education welfare, the research about welfare economics concentrates mainly 

on two aspects: the efficient allocation of resources and income distribution. The former is closely 

associated with the efficiency which emphasizing on the maximum economic cake; the latter is close to 

fairness, trying to share the economic cake in the best means. But from the process of origion and 

development of welfare thought, equality or fairness is undoubtedly the main line running through them and 

also the essence and core of the modern welfare system. 

 

2 The use of welfare economics to analyze the investment of rural compulsory education 

Research and application of welfare economics pays attention to two things：one is how to realize the 

effective allocation of resources, the other one is how to realize reasonable distribution. Generally speaking, 

it is a problem about how big the "cake" is and how to allocate it. The theory provides a basis for the 

analyzing of total investment of Chinese rural compulsory education and allocation efficiency. 

 

2.1 The total funding shortage of rural compulsory education 

In general, the insufficient total funding investment of ruralcompulsory education in China is mainly 

reflected in:  
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2.1.1 There is a gap in the total amount of investment of the national financial education funds 

The proportion that the national education investment accounted GDP is an important index to measure 

a country's education investment. "China education reform and development outline" (1993) proposed to the 

target that national financial education expenditure should account for the proportion of 4%GDP at the end 

of the twentieth Century. But until 2011, practical investment in China's education only reached the annual 

3.93% GDP.
1

 

 

Table1 the proportion of GDP in financial education funds of China 

Year 
GDP 

(Billion) 

Growth ratio 

of GDP(%) 

Education 

funds(Billion) 

  Growth ratio of 

GDP(%) 

 The proportion in 

GDP (%) 

2008 300670 20.49 10449.63 26 3.48 

2009 340507 13.24 12231.09 17.05 3.36 

2010 401202 17.82 14670.07 19.94 3.66 

2011 472882 17.86 18586.70 26.70 3.93 

2012 518942.11 9.74 22236.23 19.46 4.28 

Source: the implementation announcement of the national education funding  announced by  Ministry of 

education China in 2009~2013 

 

From table 1 it shows that Chinese government has increased investment in education in recent years. 

Total education funding is increasing year by year whose growth rate should be quick as the growth of the 

national economy in order realize the principle about the proportion of education investment ahead of 

growth, but the results have been delayed nearly ten years to achieve. Therefore, the total is still a gap. 

 

2.1.2 The ratio of education investment in structure is imbalant 

At present, the basic pattern of Chinese education which emphasizes higher education more than basic 

education makes the number of insuffient allocation funding to compulsory education is even less after the  

three  allocations of elementary, secondary and higher grades (see Table 2)  
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Table 2: Distribution proportion of three level of education accounting for Chinese financial  

education expenditure from 2005 to 2010(100%) 

Education 

Grades 
 2005 2006 2007 2008 2009 2010 

Higher  

 
 21.77 20.52 20.15 19.74 19.03 20.21 

Secondary  31.84 30.89 30.06 30.76 31.35 30.52 

Elementary 
 31.36 31.34 32.30 31.56 32.48 31.65 

 

Notes:  

1.the data in table is calculated by data of “China Statistical Yearbook” in 2012 ;  

2. the sum of proportion of three level education expenditure  in each year accounting for the 

proportion of total expenditure is less than 1 because financial education spending also includes education 

expenditure of preschool education, secondary occupation education and educational administrative 

departments 

Source: Bai Yanfeng, Yu Hui. financial expenditure and allocation structure of three grades of 

educations in China[J]. Journal of finance theory research. 2013 (2): 49 

 

Table 3 the proportion of education investment and distribution in major developed countries in (%) 

Country  Primary education Secondary education Higher education 

U.S.A     43 32 
               

25 

Britain 50 40 10 

Japan 42 45 13 

France 53 39 8 

USSR 39 43 18 

Source: Jin Xibin. The economics of Education (Revised Edition) [M]. Beijing: People's education press, 

2001.277. 

From 2005 to 2010, elementary education funds accounted for the proportion of GDP was essentially 

unchanged and the distribution pattern of the government in three levels of education funds remained 

unchanged.  

Compared to the proportion of education investment and distribution in the major developed countries, 

it is clear that investment has tilted to higher education which has crowded out the elementary education 

funding share (see Table 3). However, before the compulsory education is not completely free and universal, 

this pattern is not conducive to the accumulation of human capital in China and improve the whole. . 

 

2.1.3. The urban and rural distribution of compulsory education funds 

Through the above allocation, the share for compulsory education fund itself is small, yet considering 

the difference between urban and rural areas, the "cake" for rural compulsory education expenditure is even 

less. In 2011, for example, in education funding per student, rural primary school and junior high school just 
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acounts for 93.44% and 90.93% of the national average level separately. 

Thus, in the  situation that there is a gap in national investmenin for education  situation, even after 

the distribution  difference of three grade education structure and the differences between urban and rural 

areas, how much the rural compulsory education funds ultimately ?      

The ratio that the compulsory education funds accounted for the entire Chinese education funding is 

less than 1/4  in 2011. Yet at the same year, students in our country has reached the scale of 262010000 

people among which the number of compulsory education school students is 144590000, accounting for 

55.18%. Thus, there is a gap in the investment of education funds, and the funding gap for rural compulsory 

education is even greater. According to what welfare economics founder Pigou said, the two concepts of 

economic welfare and national income are equal and the lack of funds, directly affect the total economic 

benefits of rural compulsory education. Therefore, the rural compulsory education funds shortage is one of 

the main reasons which can not meet the welfare of rural compulsory education. 

 

Table 4 The situation of education funds in Chinese rural junior high school and primary school 

Year 

Education funds Education funds per student 

National 

(Billion 

yuan) 

Rural 

(Billion 

yuan) 

R/N 

(%) 

The 

national 

average 

(yuan) 

Rural  

(yuan) 

R/N 

(%) 

2010 

Prim 4887.07 3116.58 63.77 4932.76 4560.33 92.45 

Juni

or 
3413.35 1900.92 55.69 6528.36 5874.07 89.98 

2011 

Prim 6012.08 3797.50 63.16 6120.81 5719.00 93.44 

Juni

or 
4166.35 2287.96 54.92 8181.27 7439.43 90.93 

Source: “Statistical Yearbook of Chinese education funds” in 2011 and 2012. 

 

2.2 The resource allocation of the urban and rural compulsory education is not balanced 

General education resources generally includes three aspects of education expenditure, education 

material conditions and teachers, and also the imbalance of  urban and rural compulsory education resource 

allocation is mainly reflected in the three aspects. 

 

2.2.1 The disparity of financial resource allocation 

Within budget allocation of Chinese educational funds, it shows the pattern of dual differentiation 

between urban and rural areas. Since the gap between urban and rural areas is always there, so what we need 

to pay attention to is:  in the process of improving the welfare of rural compulsory education, will it cause 

the difference to get corresponding improvement or deterioration instead? 

Figure 1 shows a comparison of the budget expenditure and public expenditures of per student in 

Chinese junior middle school and primary school between the whole county and rural areas from 2009 to 

2012. From that, the expenditure of compulsory education budget education funds, the gap between urban 
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and rural areas has been slowed down in which the public expenditure slowed to a greater extent than 

expenditure. Although it shows that the government plays a larger role in the allocation of urban and rural 

compulsory education resources, the current rural compulsory education budget expenditure and public 

expenditure is lower than the national average level showing the financial resources allocation of 

compulsory education is still not equal between urban and rural areas in favor of the former. 

 

 

 

 

 

 

 

 

 

budget expenditure per student of primary school 

           budget expenditure per student of junior high school 

Public expenditure budget of per primary shcoolpupil 

Public expenditure budget of per junior school student 

Figure1 ratio trend of budget per capita expenditure of urban / rural in education expenditure in national 

junior high school and primary school in recent years 
2
 

 

2.2.2 Resources allocation gap 

 

Table 5 Conditions of Chinese urban and rural compulsory education school in 2009   

 
Average 

area m
2

 

Dagerous 

 area m
2

 

Computer 

per100(set) 

Books 

per 1

copy  

Electronic book 

sper1 GB  

Equipment 

value of per1

yuan  

Prim 

National 6.08 94977014 4.03 15.39 0.1617 378.54 

Urban 5.47 21757240 5.60 16.45 0.1831 562.93 

Rural 6.55 73219774 2.81 14.57 0.1450 234.52 

Jr. 

National 7.67 50994510 5.83 17.53 0.1634 542.42 

Urban 7.15 24177666 5.58 15.82 0.1418 583.40 

Rural 8.60 26816844 6.26 20.61 0.2024 468.30 

Source: Development Planning Department of education Ministry, "China education statistical 

yearbook.2009", people's education press, 2010. Note: average index = total /number of College students. 

 

Table 5 shows the condition gap between Chinese urban and rural compulsory education school in 2009. 

As can be seen from the table, in the building area, although the average rural area the student has is more 

than urban, but from the dangerous area, that of rural primary school is 3.37 times than that of the town 

primary school and rural middle school is 1.11 times than the urban middle school. Evidently, the dangerous 

2009 2010 2011 2012
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area of rural school building area is far greater than urban. In the allocation of modern teaching equipment, 

the gap between urban and rural areas is more prevalent and very significant. 

In addition, the town center tendency of public educational resources is also very obvious. First of all, 

the unified teaching syllabus, curriculum and textbook ignore that the great difference of educational 

environment and resources between urban and rural areas formulated mainly by urban students' competence  

and difficult to adapt for rural students. Secondly, public sports facilities such as library, science and 

Technology Museum, gymnasium and museums are mostly located in city and there is rare chance for rural 

students to enjoy and use these auxiliary teaching resources. 

 

2.2.3 The gap between the allocation of human resources 

First of all, from the number of teachers allocation, campared to urban area, phenomenon of teacher 

shortage is common n rural compulsory education, especially in English, art, music and other disciplines. 

Secondly, from the quality of teachers, in comparision to urban area, the overall quality of rural 

compulsory education teacher needs to be improved. In 2009, there are still 174000 substitute teachers in 

China, mainly concentrated on the rural primary school, particularly in the midwest. Due to the treatment of 

rural teachers is low, many teachers are still flowing to the cities and economically developed areas 

continuously. Because teaching and learning depend on each other, it is only an empty word that lets rural 

students enjoy the high quality of compulsory education welfare if effective measures to improve the overall 

quality of rural teachers can not be taken.    

In summary, although the China government has implemented a series of initiatives to increase funding 

for rural compulsory education, it is still not balanced in  the allocation of person, money and material 

resources which makes the total welfare of rural students in China getting through school education is 

smaller than urban students. According to the law of diminishing marginal utility, more utility can be gotten 

if invest the increment of educational resources in rural than in urban, the same to the benefits. Therefore, it 

provides a feasible way to improve the China rural compulsory education status and improve the total 

welfare of compulsory education.3 Conclusion 

It is an inevitable rule that increasing the total number of rural compulsory education welfare needs to 

increase total investment in rural compulsory education which has been confirmed in the process of 

popularizing compulsory education in rural areas of European welfare states such as Europe and the United 

States. 

The key of increasing the amount of investment in rural compulsory education is to increase the total of 

government investment and the government should play the main role in the investment of compulsory 

education. The focus is to carry out a new mechanism reform to ensure funding for rural compulsory 

education, make the rural compulsory education funds into the scope of financial protection, adjust and 

reconstruct the pattern of rural compulsory education funding, and especially attaches to strengthening the 

central and provincial government responsibility for the rural compulsory education investment and 

imroving financial supply level. 

Welfare economics with its special focus on people provides resource allocation with profound moral 

and ethical orientation. The so-called optimal economic efficiency is to achieve such a state in the allocation 

of resources: improving anyone's welfare should not be at the expense of deteriorating other people’s 
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welfare. We can say taht it is a good medicine for the treatment of  "Matthew effect" in the allocation of 

educational resources and also a tonic for helpping Chinese rural compulsory education play a greater role in 

improving farmers' welfare. 

 

Notes: 

1.The Ministry of Education, “National Bureau of Statistics and Ministry of Finance: Statistics bulletin on 

implementation of the national education funding in 2011”. See  

http://www. moe. edu.cn/publicfiles/business/htmlfiles/moe/s3040/201212/146315.html. 

2.
 
The data of the students of the whole country and, rural students spending per capita expenditure is 

caculated out according to “statistics of the education data” provided by the network of the Ministry of 

education “(2009~2012)” and “the statistical bulletin of implementation of national education funds” 

(2009~2012) the relevant data were calculated, the average cost of expenditure data in rural areas, and the 

two comparison, draw the drawing data. Then, comparing these two, the data in the figure is plotted out. 
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