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Does Government Funding Crowds-Out Private Provision?
——Evidence from China’s Preschools(2001—2015)

ZHENG Qi', SONG Ying-quan?, LIAO Xiang-yi!
(1. School of Education, University of Wisconsin-Madison;

2. China Institute for Educational Finance Research., Peking University)

Abstract; After China’s State Council introduced Several Opinions of the State Council
on Currently Developing Preschool Education in 2010, which was aiming to universal
preschool education, government funding increased rapidly more than doubled in 2015
compared to 2010. However, around 90% of the funds flow to public sectors for expanding
government provisions. Applying a panel data from 2001 to 2015, based on 31 provinces in
China, our fixed effect model demonstrates the crowding-out effect of the size of private
kindergartens, ether institution or enrollment, measured by the proportion, caused by
increased funding, while no significant impacts on the size of it. Furthermore, our
interrupted time series model reveals a moderate negative effect of the increased funding on
private sectors, the growth speed of private enrollment slows down. Nevertheless, the scale
of private institutions keeps high-speed growing, and the crowding-out effect is relatively
small. According to our heterogeneity analysis, based on the variations of investment
strategies, institutional context, and the differentiated willingness to pay, we conclude that
the potential mechanism of why crowding-out is comparatively minor in China. The higher
level of economic conditions, higher urbanization, and smaller urban-rural income gaps
would result in a stronger crowding-out effect. China’s universal program targets the children
who were out of schools, in rural and undeveloped regions, rather than the toddlers enrolled
in the private providers, in urban and township.

Key words: preschool education; crowding-out; private provision; china education;

fiscal effort
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