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Regional Decentralization and Universalization of
Education and Health Care:
An Empirical Study on China’s Planned Economy

Huitian Bai  Li-an Zhou
( Guanghua School of Management Peking University)

Abstract The remarkable universalization of secondary education and healthcare in
rural areas during China’s planned economy has attracted a lot of attention among scholars
and international organizations. This paper empirically examines the role of regional
decentralization in promoting the access of secondary education and healthcare facilities in
rural areas. We find that while the centraldevel policy shifts favoring rural areas in 1965
is a critical turnaround the positive effects of these rurallyfavored policies on educational
and healthcare expansion in rural areas are significantly amplified by regional decentralization.
Our estimates show that after 1965 if a region moves up in decentralization of public
services from the lowest quartile to the highest quartile its effect can explain about 23%
of the improvement in junior high school enrollment between these two quartile groups
during 1965—1976. Interestingly the effects of regional decentralization in public
services on rural school enrollment and health facility access were largely negative prior to
1965. We distinguish the effects of regional decentralization in public services and

economic development. We find that regional economic decentralization tends to crowd out
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public services in terms of reducing the proportions of public service expenditures in the
total regional budget but also contributes to enhancing educational and healthcare access
in rural areas by boosting local industries and increasing the size of fiscal resources. Our
study sheds new light on the linkage between previous30 years during the planned

economy and later-30 years during the reform era.
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