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Macroeconomic dynamic analyses on the roles of the central and the local
governments for compulsory and higher education
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We consider the model where the central government supplies public education
in a centralized economy or the local governments do in a decentralized economy for the
accumulation of human capital, which determines an economic growth rate. The governments put weights
on both the economic welfare of the present generation and the economic growth rate leading to the
economic welfare of the future generations and maximize the weighted average of these objectives. It
is verified that if the central government puts more weight on growth, the fiscal transfer from the

central government to local governments becomes less. This implies that the growth-oriented local
government is more autonomous for fiscal operations.
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