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Effect of the Second Wave “Three-Year Plan of Preschool Education”
on Expenditure in Rural China: Empirical Evidence from

Time-varying Difference-in-Differences Estimate
DENG Zhong-yu, MA Hong-mei

(Faculty of Education, Central China Normal University)

Abstract: This paper provides a rough estimate of the policy effect of the second round
“Three-Year Plan of Preschool Education” on preschool education expenditure per student by
using the Theil index approach, and then test the policy effect more accurately based on

provincial-level panel data crossing 2012—2016 time span which makes it possible to employ
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time-varying difference-in-differences and fixed effect, an empirical strategy that is widely-
used by researchers to evaluate the policy effect under counterfactual framework. Research
findings are briefly summarized as follows: First, preschool education expenditures per
student in rural areas increase by 14. 1%, and public budget expenditure per pre-schooling-
aged student in rural areas increase by 14. 7%, respectively equivalent to 729. 41RMB and
542. 09 RMB measured by 2012 monetary value. The policy effect is robust to different model
specifications and placebo tests, and it is persistent. Second, the heterogeneity analysis
shows that the policy effect has a more significant expenditure increase on central areas and
western areas. On the whole, the second round “Three-Year Plan of Preschool Education”
increased preschool education funding in rural areas substantially and narrowed the
expenditure gap between urban sector and rural sector. However, there are some issues yet
to be addressed such as insufficient funding for preschool-aged kids. Preschool education
finance for kids in rural China still faces challenges under the context of building a high-
quality education system.

Key words: The second wave “Three-Year Plan of Preschool Education”; expenditure

for preschool-aged kids; urban-rural gap; time-varying difference-in-differences
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