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Abstract

A significant gap remains between rural and urban studentsin the rate of admission to
senior high school. One reason for this gap might be the high levels of tuition and fees for
senior high school. By reducing students’ expectations of attending high school, high levels
of tuition and fees could be reducing student academic performancein junior high schools.
In this paper we evaluate the impacts of a senior high tuition relief program on the test
scores of poor rural seventh grade sudentsin China. We surveyed three countiesin Shaanxi
Province and exploited thefact that, while the counties areadjacent to one another and share
similar characteristics, only one of the three implemented a tuition relief program. Using
several alternative estimation strategies, including difference-in-differences, propensity score
matching and difference-in-differences matching, we find that the tuition program has a
statistically significant and positive impact on the mathematics scores of seventh grade
students. More importantly, this program is shown to have a atistically significant and
positive effect on the poorest students in the treatment group compared to their wealthier
peers.
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Tuition Relief Impact on Poor Junior High Studentsin Rural China

I. Introduction

After morethan adecade of effort focused on universalizing access to primary education,
policy-makersin devel oping countries are changing their focus to expanding access to
secondary education (UNESCO, 2011). Onemajor challengefor policy-makersin developing
countries in expanding access to secondary education (including junior and senior high
school) isthat studentsfrom rural areas are underrepresented in senior high school compared
to students from urban areas (Ohba, 2011). Because fewer studentsfrom rural areas attend
senior high school than students from urban areas, students from rural areas might beless
likely to benefit from the high economic returns associated with both senior high school
and college (Psacharopoul os and Patrinas, 2004). Thus, the lack of access to senior high
school among rural students can, in turn, lead to greater income inequality between urban
andrural areasaswell aslower economic growth (Sala-i-Martin et al., 2004).

Low educational attainment in poor rural areasisan important and emerging issuein
China. Senior high school enrollmentsare far lower in most poor rural areasthan in urban
areasin China (Yang, 2006). Nearly 90 percent of studentsin large citiesin China attend
senior high schoal. In contrast, approximately 25 percent of students attend senior high
schoal in poor rural areas(Liu et al., 2009).

In the longer run, thisgap in school participation might harm the Chinese economy.
When poor rural children end up working in factories or on construction sites to obtain
short-run returns rather than studying mathematics, language, English and computers,
there are serious concerns that the children are not acquiring the necessary skills to be
gainfully employed in China’slabor market infuture (Rozdleet al., 2012). If China’seconomy
continues to grow over the coming decade, wages (which have been rising fast over the
past several years (Cai, 2007)) will almaost certainly continuetoincrease. However, employers
will only bewilling and ableto hire workers who have sets of skillsworthy of high hourly
rates. Workersthat lack such skillswill either beforced to find employment in theinformal
economy (in which returnsarelow and expectations of future risesof incomearenegligible)
or become unemployed (or drop out of society and even possibly resort to organized
crime). Hence, as rich urban students reap high returns, students from poor rural families
might beleft behind and China could face high rates of chronic unemployment, embedded
inequality and even growth-reducing ingability.

A major barrier preventing rural students from attending senior high school in
developing countriesin general is high tuition fees. High tuition fees are obviously a
problem because poor, rural families have limited resources to pay for tuition and other
direct costs of education (Banerjeeet al., 2000). Poor rural familiesalso might be unableto
borrow money to pay tuition fees because of limited access to well-functioning credit
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markets (Banerjee, 2004). Wherewd |-functioning credit markets do exi<t, familiesmay till
be unabl eto borrow money, dueto market imperfections: for example, human capital cannat
be used as cdllateral for educational loans (Deininger, 2003). Even when families can locate
the funds to pay tuition fees, tuition combined with the opportunity costs of going to
school can makethetotal costs of schooling prohibitively expensive (Lincove, 2012).

High tuition fees appear to be amajor reason for the low matricul ation rates to senior
high schools among students from poor rural areas in China. Notably, the tuition fees of
rural public senior high schoolsin China are among the highest in the developing world
and are often unaffordable for students from these areas (Liu et al., 2009). Not only are
tuition feeshigh, but students from poor rural areasappear to overestimate the actual costs
associated with attending senior high schools (Loyalkaet al., 2010). Indeed, the perception
of high tuition fees might discourage studentsin poor rural areas from studying hard in
junior high school, which, ultimately, lowersther chance of attending senior high school
(Wang et al., 2011).

In this study, our overall goal isto test whether a senior high tuition relief program
could counteract the negative impact of high tuition on the academic performance of poor
rural students. More precisely, we investigate whether sudentswould respond to a tuition
reduction program by (working harder and) performing better. \We a so attempt to determine
whether the poorest studentsin areaswith atuition relief program benefit morethan non-
poor students.

The rest of the paper is organized asfollows. Section Il describes the tuition relief
program, and Section |11 illusiratesthe data collection and sampling methodol ogy. In Section 1V
we explain our analytic approach. Finally, in Section V we present the results of the study
and discusstheir implications.

Il. Ningshan County’s Tuition Relief Program

A tuition relief program implemented in the County of Ningshan provides us with an
opportunity to examine the effect of such programs on the academic performance of junior
high studentsin China’s poor rural areas. Ningshan isanationally-designated poor county,
whererural per capitaincomewas 3201 yuan (US$500) in 2009 (Ankang Statistical Bureau,
2010). Asin other rural aress, the annual costs of attending senior high school far exceed
theincome of poor families. According to the official website of the Ankang Prefecture
Bureau of Education, tuition for senior high schools in 2010 was 1500 yuan per year.tln

LAll the counties studied in this paper (i.e. Ningshan, Shiquan and Hanyin) are located in the same
prefecture of Ankang in Shaanxi Province.
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addition, there were other fees and miscellaneous expenses. When interviewing the officials
of Ningshan, Shiquan and Hanying counties, we weretold that approximately 80 percent of
students live in the dormitories of their senior high schools. According to a survey of
senior high schoadl studentsat Yulin, Yanan and Shangluo in Shaanxi Province, on average,
asenior high student hasto pay an additional 3000 yuan per year for accommodation, food
and educational materials(Liu et al., 2009).

The Ningshan tuition relief program was announced in July 2009 during the summer
vacation. Thelocal government promised to pay annual tuition (1500 yuan) for 3 years of
senior high schoadl for thoseamong thetop 500 studentsin the entrance examination to senior
high school. Asthe average annual enrollment in the only senior high schoadl in this county
is approximately 550, the program coverage was 91 percent. In effect, the implementation of
the program meant that most sudentsenrolled after August 2009 did not need to pay tuition
fees. All junior high school sudentswereinformed of thetuition relief program.

Although in September 2009 only 15 percent of junior high students knew of the
program, when we revisited the schools in March 2010, 100 percent of students that we
randomly selected from grade 7 (or thefirst year of junior high school) were aware of and
could generally describe the nature of the program. According to interviewswith officials
from the Bureau of Education in Ningshan, the government promoted this program among
all junior high studentsin early October 2009. As aresult, amost every 7 grader in this
county knew about this program right after the fall term began. Hence, whether students
were familiar with this program or not, could not change the ultimate effect of this
program.

The neighboring counties of Shiquan and Hanyin are located in the same prefecture as
Ningshan. In China, studentswithin the same prefecture are usually required to take the
same courses, use the same textbooks, take the same entrance examination for senior high
school and pay the same amount of tuition. Thisistrue in the case of Ankang Prefecture.
There are other similarities between Ningshan and Shiquan/Hanying counties. Like
Ningshan, Shiquan and Hanying are poor counties. In 2009, therural per capitaincomewas
3323 yuan (US$519) in Hanyin and 3338 yuan (US$522) in Shiquan (Ankang Statistical
Bureau, 2010). All three counties are extremdy mountai nous. Per capitafiscal revenuesare
nearly zeroin all three counties, which meansthat almost al education expenditures are
financed by transfers from governmental units in the prefecture, province and national
levels. Moreover, more than 98 percent of therural population in all three counties are Han.
In sum, in terms of characteristics such as poverty rate, geography, fiscal capabilitiesand
ethnic make-up, thethree counties arealmost identical .

The sample students al so appear to be similar in terms of what would be expectedin a
poor, rural setting in China. For example, there are 6 percent more boysthan girls, aratio
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similar tothat cited in the Ministry of Education’s 2010 Annual Yearbook (MOE, 2010):
7 percent more boys than girls. Approximately 98 percent of the seventh gradersin our
sample are aged between 11 and 15 years.

Although the main sample at the time of the basdine survey (September 2009) included
atotal of 36 schools and 3121 students, there was some attrition by thetime of the endline
survey in September 2010 (Figure 1).2 For various reasons (e.g. dropouts, absences and
death), by the time of the endline survey, wewere only ableto foll ow up with 2742 sudents:
672 sudentsin Ningshan County (the treatment group) and 2070 studentsin Shiquan and
Hanyin Counties (the control group). The attrition rate isamost the same (12 percent) in
both groups, thus reducing the probability of attrition bias.®

Figure 1. Experiment Profile

All 6 junior high schools in Ningshan (treatment group) and all 30
Baseline junior high schools were sdlected in Shiquan and Hanyin (control group).
(September, 2009) l

Within each school, in Ningshan, all 20 classes were selected and in Shiquan and
Hanyin, 49 classes were randomly selected. Within each class, all the students
were surveyed (in total, there were 3121 students).

49 classes in the control 20 classes in the treatment
group (2356 students) group (765 students)
Attrition: 286 Attrition: 93

le—|
Follow up [ students students
(September, 2010)

v

Analysis 2070 students analyzed 672 students analyzed

2|t is possible that because of the leaking of information about the program, fewer students in the tuition
relief program county schools dropped out prior to the start of grade 7 (i.e. prior to the baseline). Two
things indicate that this is not a problem. First, during the baseline survey, we discovered that only
15 percent of the students and their parents knew about the program. Second, consulting records from
grade 6 (June 2009) and grade 7 (September 2009), we discovered that the dropout rate between the end
of grade 6 (June) and the beginning of grade 7 (September) was low (less than 1 percent). In addition, the
dropout rates were almost identical (1.03 percent in the county tuition relief program county schools and
1.09 percent in the control schools).

3The attrition rate, while high, is not unusual. In a working paper based on data from a county in Shaanxi
Province (Mo et al., 2011), the dropout rate of poor rural students between the first month of the first
year of junior high (grade 7) and the first month of the second year of junior high (grade 8) is reported
to be 13.3 percent.
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Table 1. Sample Average for the Students in the Treatment Group and the Control Group in 2009

(1) Treatment group (2) Control group (3) Differencein mean
®-Q
(€] Raw mathematics test score in 2009 (full score 54.82 54.29 0.54
=100 (15.29) 1733 072)
2 Age of the student (year) 12.92 13.06 -0.14
(0.81) (1.00) (3.28)%**
) Boy student (%) 49.18 53.20 —4.02
(0.50) (0.50) (L81)*
(4) Student who attended kindergarten (%) 16.47 15.15 131
(0.37) (0.36) (0.82)
(5) Student who attended preschool (%) 93.26 93.19 0.07
(0.25) (0.25) (0.06)
(6) Student without any sibling (%) 28.27 25.89 2.38
(0.45) (0.44) (1.21)
(@) Age of thefather (year) 39.48 40.62 -114
(4.78) (5.08) (5.02)%**
(8) Age of the mother (year) 36.73 37.64 -0.91
(4.26) (4.72) (-4.34y*+*
9) Father who completed middle school (%) 4413 38.33 5.79
(0.50) (0.49) (2.65)***
(10) Mother who completed middle school (%) 36.87 2452 12.35
(0.48) (0.43) (6.16)***
(11) Father who mainly worked in agriculture (%) 33.04 30.10 294
(0.47) (0.46) (143
(12) Mother who mainly worked in agriculture (%) 51.34 49.86 1.48
(0.50) (0.50) (0.67)
(13) Number of family members (person) 4.25 447 -0.23
(1.07) (1.15) (4.42)%**

Source: Authors’ survey.

Notes: Standard deviations are reported in parentheses for columns (1) and (2); absolute values of
t-statistics are reported in column (3). *** and * denote significance at the 1 and 10-percent level,
respectively.

Table 1 shows that the students were balanced in the key dependent variable (raw
mathematics test scorein 2009: row 1). To be specific, the mean mathematics scorein the
county of Ningshan (the treatment group) was 54.82 and themean mathematicsscorein the
counties of Shiguan and Hanyin was 54.29. Therewas no statigtical ly significant difference
between them. In addition, rows 2 to 13 show that there were no statistically significant
differences for most control variables, including the preschool history of the student, the
sibling dummy for the student and the occupation dummy for the parent.

However, there was one fundamental difference between Ningshan and Shiquan/
Hanying. Therewasnotuition rdief programin either Shiquan or Hanying. Because of this,
we believe we perform a quasi-experiment, and we designate students in Ningshan as

treatment students and studentsin Hanyin and Shiquan as contral students. That is, unlike
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the seventh graders in Ningshan County who knew about the tuition relief program for
senior high schoal, studentsin the control group who were in their first year of junior high
school were well aware of the fact that if they wanted to go to senior high school they (or
their parents) would haveto pay tuition.

[ll. Sampling and Data Collection

To evaluate the effectiveness of the tuition relief program, we collected data in Ningshan
County and two control counties, Shiquan and Hanyin. All 36 junior high schoolsin the
three study counties were surveyed. In Ningshan County, all seventh grade classesin all
six junior high schoolswere surveyed. In Shiquan and Hanyin Counties, a subset of seventh
grade classes in each of the 30 junior high schools was randomly selected for the survey
because Shiquan and Hanyin had a larger population (and it would have been too costly to
survey all studentsin all classes). We surveyed al students in each sampleclass. In total,
our survey covered 3121 seventh graders. These students werein 69 classes spread over
36 junior high schools.

Two surveys were conducted. Our baseline survey occurred in early September 2009,
at the beginning of the autumn semester, and our evaluation survey occurred 1 year |ater,
in September 2010. During each round of survey, the enumeration team visited each schooal
and conducted a two-block survey.

Thefirst block of the survey was a 30-min standardized mathematicstest. Thistest was
given to all sample students in the treatment group and the control group. Because we
designed, printed and administered the survey/test ourselves, we know that therewas no
coaching for the test before our survey. Because the test was conducted at the start of the
school year, we also know that neither students nor teachers shifted their attention from
other subjectsto math in order to prepare for thistest. In addition, even if the sudents had
known about the program, rural students seldom take extratutoring classes during summer
vacation. Therefore, the mathematics test scores we collected in early September can
reasonably be used as representative of the pre-program outcome. When we administered
the standardized tests, both the treatment and control schools were blind to the fact that
the surveys were meant to eval uate the effects of the tuition relief program. Only the two
lead enumeration team managerswereinformed of the goal of the survey.*

4We chose mathematics test scores because they are one of the most common outcome variables used to
proxy educational performance in rural China (Liu et al., 2009; Loyalka et al., 2010; Wang et al., 2011).
The mathematics standardized exam is based on the Trends in Mathematics and Science Study (TIMSS)
test.
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In our analysis, we report raw mathematicstest scores (full score equals 100) without
any further manipulation, for ease of interpretation. Asarobustness check, we also use the
normalized Z-score of the mathemati cs score. Thenormalized scoreis created by subtracting
the average test score of all sample students from the raw score for each student and then
dividing it by the standard deviation of the test scoresof all sample studentsin the same
grade. With this transformation, the normalized test score is interpreted as the units of
standard deviations from the mean score of all students in the same grade. When we
replicate our empirical analyses using normalized scores, theresults are almaost the same.
Using normalized scoreshasone advantage of facilitating compari son with other educational
programs.

In the second bl ock, enumerators collected data on the demographi c and soci oeconomic
characteristics of students and their families. From this part of the survey we are able to
createour control variables. The dataset includes measures of each student’s age (measured
in years), gender (described by an indicator boy student which is equal to one for boys and
zero for girls), sibling information (described by an indicator, one child, which isequal to
one for students who had no siblings and zero for students who had siblings), student
pre-schooling and kindergarten information (described by the indicator of preschool and
kindergarten, which equals one if students attended either preschool or kindergarten),
father’sand mother’sage (measuredin years), father’sand mother’seducation leve (whether
he/she completed at least middle school) and father’s and mother’s occupation (described
by an indicator variable called occupation, which equals one if a student’s parent worked
in the agriculture sector, and zero if the parent worked in the non-agricultural sector).

As part of the second block, students were also asked to indicate which assets their
families own from alist of 30 household asset items. Using these data, we generated an
asset index using principal component analysisto measure the wealth of each household.
Following the method by Filmer and Pritchett (2001), we use scoring factorsfrom thefirst
principal component to create the asset index. It is, in fact, a weighted average of the
observed 30 variables of assets, and variables with higher coefficients have moreweight in
determining the score. The higher the asset index is, the wealthier thehousehold is. Based
on this asset index, we divide the students into five equal-sized groups and create the
variables Poorest, Second, Median, Fourth and Richest to represent the students whose
household wealth was among the bottom 0-20, top 60-80, top 40-60, top 20-40 and top
20 percent and above.

IV. Analytical Approach

In this section we introduce our analytical approach. In the analysis we use a number of

©2013 The Authors
China & World Economy ©2013 Institute of World Economics and Politics, Chinese Academy of Social Sciences

87



88

Xinxin Chen et al. /80-97, Vol. 21, No. 3,2013

alternative estimation procedures to examine the impact of the tuition relief program. In
particular, we use difference-in-differences (DD), propensity score matching (PSM) and
difference-in-differencesmatching (DDM).

1. Difference-in-differences Model
We are interested in understanding the mean impact of the “treatment on the treated” (TT),
which isthe average impact of the program among those treated (Smith and Todd, 2005).
Thus, we use the following DD model to estimate the average treatment on the treated:

AScore = a +6Program; + yScore 09 + fXi + & , (1)

wherei isanindex for the student, AScore isthe changein the score of student i between

2009 and 2010, and Program isthe treatment variable (which makes o the parameter of
interest). In our analysis, Program = 1if student i participatesin the program (Program = 0
if student i does not participatein the program). Finally, theterm X isavector of covariates
that are incorporated to capture the characteristics of a student and hig/her parent and
household, including age, gender, preschool history, number of siblings of the student,
educational attainment, occupation, age of the student’s father and mother, and wealth
status of the household.

Itisimportant to remember that the identification of the causal effect usng DD relies
on the “paralld trend” assumption. That is, without the policy change (or intervention of
the program in our case), the average change in the outcome variable would have been the
samefor thetreated and the comparison groups.

As might be expected, the effectiveness of DD depends on the validity of this
assumption. In this study, the difference in these differences can be interpreted asthe
causal effect of the tuition relief program under the assumption that in the absence of
the program the differences in the test scores of students would not have been
systematically different in the treatment and control groups. Thisidentification strategy
might be invalid if the pattern of differencesin student scores varies systematically
across counties.

2. Propensity Score Matching and Difference-in-differences Matching
We apply different methods in the present study to obtain more robust findings. To
begin, we use PSM, an approach that does not require the parallel trend assumption.
With a sufficient region of support (or common support), it is possible to estimate the
propensty scores of all students and to compare the outcomes of students who partici pated
in and students who did not participate in the program that have similar propensity
scores.
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Propensity score matching isa more general method than standard linear regression
because it does not require assumptions about linearity or constant treatment effects, and,
thus, bias correction isimproved. Moreover, imposing common support® when matching
the treatment group with the control group in PSM can lead to efficiency improvements,
especially when the sample sizeissmall. It should be noted, however, that PSM estimates
are only unbiased if the unobservables are correlated with the observabl es upon which the
matching is based.®

Even though we contral for the individual observable differencesin estimating the
propensity score, there may still be systematic unobservable differences between the
outcomes of studentswho participated and studentswho did not participatein the program.
The systematic differences could arise, for example, because the student’s decision to
participateis based on certain unmeasured characteristics. Such differences could violate
theidentification conditionsrequired for matching (Smith and Todd, 2005).

To eliminate the bias due to time-invariant unobservable differences between
students who participated in and students who did not participate in the program, we
extend the cross-sectional PSM approach to a longitudinal setting and implement the
DDM strategy. With DDM we can exploit thedataon students both in 2009 and 2010 to
construct therequired counterfactual, instead of just using the datain 2009 (asisused in
the PSM analysis). The advantage of DDM isthat the assumptions that justify DDM
estimation are weaker than the assumptions necessary for DD or the conventional PSM
estimator. DDM removestime invariant unobservable differences between students who
participated in and students who did not participate in the program conditional on the
propensity score to participate in the program, a clear advantage over cross-sectional
PSM.

When performing DDM, we match by using thelog odds ratios and the same nearest-
neighbor matching methods with replacement that were used for our PSM approach. In
addition, we compute an “adjusted” version, where the control units are weighted by the

51t ensures that persons with the same characteristics have a positive probability of being both participants
and non-participants (Heckman et al., 1999).

5We achieve a good balance between the treatment and control groups after matching. The standardized
percent bias (Rosenbaum and Rubin, 1985) for each of the covariates across our matched treated and
control groups is small, especially for the covariates that have a relatively large difference in treatment
and control means (a large bias) in the pre-matched sample. The standardized percent bias (for each
covariate) is defined as the percentage difference of the sample means in the treated and non-treated (full
or matched) subsamples as a percentage of the square root of the average of the sample variances in the
treated and non-treated groups (Leuven and Sianesi, 2003). Full results are available from the authors
upon request.
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number of timesthat they are matched to atreated unit. Thestandard errors arebootstrapped
using 1000 replications.

V. Results

1. Effect of the Tuition Relief Program: Difference-in-differences

The results from our difference-in-differences model suggest that the Ningshan tuition
relief program had a significant impact on students’ academic performance. The baseline
test scores of the students in the treatment (54.82) and the control group (54.29) were
almost the samein 2009 (Table 2, row 1). However, when comparing the change in the
performance of thetreatment and control students between 2009 and 2010, control sudents
improved lessthan treatment students. Therisein thetests scores of thetreatment students
(18.37) was higher than therise in thetest scores of the control sudents (15.26: row 3).
Moreover, the 3.1-point higher risein thetest scores of the treatment studentsisstatistically
different at the 1-percent level of significance (column 4). From these basic descriptive
dtatistics, it appearsasif the Ningshan tuition relief program succeeded in stimulating the
interest/effort of the average student in Ningshan relativeto the average sudentsin Shiquan
and Hanying.

We are interested in determining whether sudents from poor familiesarelikely to be
most affected by the program. To test this proposition, we divided the sample of students
in the study countiesinto five equal sized groups (from poorest to richest), based on asset

Table 2. Changein Student M athematics Score between 2009 and 2010

Pand A: Change in raw mathematics score

Full sample Treatment group Control group Difference
(t-statistics in parentheses)
@ @ (©) »=2-0

) Mean scorein 2009 54.42 54.82 54.29 053 (0.72)
(16.85) (15.29) (17.33)
%) Mean scorein 2010 70.44 73.19 6955 364 (4.96)***
(16.61) (15.49) (16.87)
€) Difference = (2) — (1) 16.02 18.37 15.26 311 (2.96)***
(t-statistics in parentheses)
(35.45)*** (21.88)*** (28.71)***
Panel B: Change in normalized mathematics score
7)) Mean scorein 2009 0.02 —0.01 0.03 (0.72)
5 Mean scorein 2010 017 -0.05 0.22 (4.96)**
6 Difference = (2) — (1) 0.15 ~0.04 0.19 (2.99)***

(t-statistics in parentheses) (2.82)*** (1.45)

Source: Authors’ survey.
Notes: Standard deviations are reported in parentheses in rows (1) and (2); absolute values of t-statistics
are reported in parentheses in row (3) and column (4). *** denotes significance at 1 percent.
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Table 3. Changein Student Mathematics Score between 2009 and 2010 by Wealth

91

Changein raw score by wealth

Treatment group Control group ()
@ 2 [©)] 4 ®) (6
Scorein Scorein Difference = (2) - (1) Scorein 2009 Scorein 2010 Difference= (5) - (4) Difference = (3) - (6)
2009 2010
1) Poorest 54.86 75.00 20.14 51.99 68.31 16.32 382 (181>
(@) Second 55.34 7353 18.20 52.86 69.88 17.02 117 (0.69)
3) Median 55.43 73.15 17.72 55.13 69.13 14.00 372 (2.35)**
(4) Fourth 52.68 71.60 18.92 54.30 69.69 1539 352 (2.22)**
(5) Richest 56.22 73.93 17.70 57.57 70.89 1332 438 (2.39)**
Changein normalized mathematics score by weath
(6) Poorest 0.03 0.28 0.25 0.14 0.12 0.02 0.23 (1.84)*
(@) Second 0.05 0.18 013 0.09 0.03 0.06 0.07 0.71)
(8) Median 0.06 0.16 0.10 0.04 0.08 0.12 0.22 (2.37)**
9) Fourth 0.10 0.07 017 0.01 0.05 0.04 0.21 (2.22)**
(10) Richest 0.11 0.21 0.10 0.19 0.03 0.16 0.26 (2.39)**

Source: Authors’ survey.
Notes: Absolute values of t-statistics are in parentheses for column (7). ** and * denote significance at the 5

and 10-percent level, respectively.

index ranking.

While Table 3 demonstrates that studentsin all wealth categories that enjoyed tuition
reief (thosein Ningshan County) benefited, the average point rise among some categories
of studentsincreased morethan others. A little surprisingly, therichest sudents seemed to
benefit most from the program. After the program, thedifferencein therisein score between
the two groups was 4.38 points (column 7, row 5). This does not mean that the poorest
sudentsdid not benefit. In fact, ignoring the scores of the sudentsin the richest categories,
the poorest students saw their average scores rise the most (the difference in the rise
between the treatment group and the contral group was 3.82: row 1). The puzzlearisesin
the nonlinearity from the poorest to the richest. The second poorest students seem to
benefit least from the program because the difference in therise between the treatment and
control groupswas only 1.17 points (column 7, row 2). After this (as one moves from the
second to thefifth group), scores generally rise (rows 310 5).

In the next section we seek to control for a number of observable characteristics of
students (using the regression mode spelled out in model (1)). If we control for factorsthat
differ between rich and poor students as much as possible (e.g. the educational levels of
thelr parents), we might be able to confirm whether students (especially rich students) are
benefiting from thetuition relief program.

2. Effect of the Tuition Relief Program:
Difference-in-differences Multivariate Results
If we add control variables to our DD analysis, the results are largely consistent with the
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Table 4. Difference-in-differences Regressions: Evaluating the Effects of the Tuition Relief
Program on the Normalized M athematics Score of the Average Students
and the Poorest Students (Shaanxi Province, China)

Dependent variable (4Score )= Score, 2010 — SCore;, 2000

()] 2
1) Program dummy (1 = participated in the program) 0.17 0.14
(5.65)<* (1.50)
2 Poorest dummy (1 = poorest)® -0.04
0.73)
3) Interaction term of poorest and program dummy (Program * Poorest) 0.23
(2.99)***
@) Second poorest dummy (bottom 20%-bottom 40%)° 0.03
(0.53)
(5) Median dummy (bottom 40%-bottom 60%)° -0.01
(0.20)
(6) Second richest dummy (top 20%-top 40%)° 0.01
(0.08)
©) Richest dummy (> top 20% quintile)® 0.00
(0.02)
(8) Student controls® Yes Yes
9) Observations 2264 2264
(10) R 031 031

Source: Authors’ survey.

Notes: Absolute values of t-statistics are in parentheses. *** and ** denote significance at the 1 and
5-percent levels, respectively. 2The poorest dummy is the same as for Table 3. It equals 1 if the asset
index of the household is among the bottom one-fifth. °The dummies indicating wealth are the same
as in Table 3 and the comparison group is the poorest students (bottom 0-20%). °The control
variables are those listed in Table 1. cstudent controls included are student age, gender, whether the
student is the only child of the family, whether student has any kindergarten and preschool experience,
each parent’s education level (whether he/she completed at least middle school), age, occupation
(whether he/she works in the agriculture sector) and number of family numbers.

descriptive statistics in terms of the overall impact (Table 4). According to our analysis
(and consigtent with thefindingsin Table 2), thereisa positive and statistically significant
impact of the tuition relief program on the test scores of students. In the estimation of
Equation (1), the results demonstrate that the estimated treatment effect of the tuition
relief program on mathematics test scoresis equal to 0.17 standard deviations and the
impact issignificant at the 5-percent level (row 1, column 1). That is, when we usea DD
approach, wefind that the tuition relief program has had a positive and significant effect
on the academic effort (as measured by the scores of the standardized tests) of the
average student.

However, our multivariate analysis shows that the poorest studentsin the sample
(those with the lowest asset indices) benefit the most.” Asis evident from Table 4

7Because there may be too few clusters to run the regression this way, we executed the bootstrapping tests
as delineated in Cameron et al. (2008). In doing so, we find that the bootstrapping results are similar to
the results from the regression approach (the estimated effect of the tuition relief policy is still significant
at the 1-percent level). Full results are available from the authors on request.
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(column 2), when we control for all of the covariates and then add an interaction term
between the treatment variabl e (tuition relief program dummy) and a dummy variable
representing the poorest students, we find that the program’s effect is primarily on
the poor. Thisresult may have been “disguised” when only examining the descriptive
statisticsintable 3. Specifically, while the average treatment effect (which in this case
isthe average treatment effect for all of the students except the poorest) is still
positive (0.14), the standard error isrelatively large. In other words, we cannot reject
the hypothesis that the tuition relief program’s effect on all but the studentsin the
poorest asset category is zero. However, the positive (and large) coefficient on the
Poorest * Program interaction variable (0.23) meansthat the test scores of the poorest
junior high students are 0.23 standard deviations higher (and significantly so) than
those of other students.

Hence, if the multivariate results areto betaken serioudly, theresults asawhole (i.e.
both descriptive and multivariable) demonstrate that the tuition relief program increased
student academic performancein junior high. More importantly, the poorest students, or
those who were most likely to be from familiesthat were financially constrained, benefited
most from the program.

3. Effect of the Tuition Relief Program: Matching Results
In order to examine the robustness of our results using other approaches, in this subsection
we present results from our PSM and DDM analyses. In fact, theresults of both PSM and
DDM analyssare quaitatively identical to the DD multivariate results (Table5).

In Table 5, rows 1 to 3 present the estimated average treatment effects on the
treated (ATT) of different treatment groups. Columns 1 and 2 show the estimation
results from PSM and DDM, respectively. The PSM results show that the program has
a positive effect on the mathematics scores of the average students in Ningshan
(compared to the average students in the control counties). The effect is 0.18 standard
deviationsand issignificant at the 1-percent level (row 1). Likewise, when using DDM,
the average treatment effect is 0.15 standard deviations and significant. The average
impact on test scores when using PSM (0.18) and DDM (0.15) is close to the average
impact when using DD multivariateregresson (0.17).

The results of the PSM and DDM also reveal that the greatest impact of tuition
relief program appears to be on the scores of the poorest students (Table 5, rows 2 and
3). When we use PSM, the average test scores of the poorest students in the treatment
group improved by 0.28 standard deviations when compared to the poorest studentsin
the control group. Moreover, thisresult is statistically significant (row 2, column 1). By
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Table 5. Evaluating the Effects of the Tuition Relief Program on the Efforts of Students Using
Propensity Score Matching and Difference-in-differences Matching (Shaanxi Province, China)

Propensity score matching® Difference-in-difference matching
(1) Average t-statistic/ (2) Average t-statistic/
treatment effect for ~ Z-value’ treatment effect for Z-vaue’
the treated the treated
(1) Studentsin the treatment group 0.18 (2.95)*** 0.15 (2.42)***
versus
students in the control group
(2) Poorest studentsin the treatment group 0.28 (1.80)* 0.28 (1.69)*
versus
poorest students in the control group
(3) Richest studentsin the treatment group 0.12 (0.82) 0.08 (0.53)
versus

richest studentsin the control group

Source: Authors’ survey.

Notes: *** and * denote significance at the 1and 10-percent level, respectively. aThe matching method
used is the nearest neighbor matching method (random draw version) with replacement. bt-statistics
are reported for propensity score matching. The standard errors were bootstrapped using 1000
replications.

contrast, although the point estimate of the impact of the tuition relief program on the
richest students in the treatment group improves by 0.12 standard deviations relative
to the richest studentsin the control group, the gain is statistically insignificant (row
3, column 1).

Echoing these results, the DDM results show that the tuition relief program has a
statistically significant impact on the test scores of junior high students. Thisimpact is
significant for the poorest students, but the program seems to have no effect on the richest
students (column 2, rows 2 and 3).

In sum, all three (DD, PSM and DDM) estimation strategies show that the program
improves junior high students’ mathematics scores by morethan 0.15 standard deviations.
Moreover, the poorest students are, indeed, benefiting from the program.

VI. Summary and Discussion

In this paper we exploit aquasi-experiment to examine the effect of a senior high tuition
relief program on junior high sudentsin poor rura schoolsin Shaanxi Provincein China.
Seeking to understand whether atuition relief program improved the academic performance
of junior high students, we compared seventh grade students in Ningshan County,
where atuition relief program was implemented, to seventh gradersin nearby Shiquan
and Hanyin Counties. Wefielded a survey and administered a standardized mathematics
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examination, then analyzed the data using various estimation strategies, including DD,
PSM and DDM.

The descriptive and econometric results of the program effect were robust. In
general, wefind that the Ningshan tuition relief program positively impacted students’
academic performance. Indeed, for all of the models, we discovered a statistically
significant rise in the change of the mathematics scores between the control and
treatment students.

More importantly, we also find (in all of the different approaches using the
multivariate analyses) that the tuition relief program had the largest (and only)
significant impact on poorest students. In short, and perhaps unsurprisingly, our
findings demonstrate that the test scores of poorest students rose more (and
significantly so) than that of other non-poorest students. Our data also show that
the tuition relief program did not have a statistically positive impact on the richest
students, who are seldom financially constrained when deciding whether to go to
senior high school. This result renders additional support to the validity of the
assumption in the DD analysis.

Taken together, these results might suggest that poor students work harder when
they realizethat their families can afford high schoal tuition. However, it isimportant to
realize that other potential mechanisms exist: teachers, whose wages are linked to
student matriculation in highly ranked high schools, might invest more time teaching
poorer studentswho would have otherwise dropped out after ninth grade dueto financial
reasons. In general, the tuition relief program clearly and positively impacts students’
academic performance quickly (over just 1 year) and far before ninth grade (in seventh
grade).®

Theresults of this study contribute to a broader policy debate about how to effectively
investin rural education. Recently, there has been increasing support from officialsin the
Ministry of Education for greater investment in rural education. Opinions are divided on
how money should be invested. Our results suggest that China’stop educational officials
should at least provisionally expand tuition relief programs in poor rural areas as an
additional way to improve the human capital in rural areas. If future evaluations of tuition
relief programsal so show results consistent to ours, China should consider waiving senior
high tuition for all poor students.

8 In fact, because our intervention was only over 1 year, any effects on academic performance over the
long term are likely to be underestimated. While we cannot make empirically-backed claims regarding the
persistence of the benefits, the fact that the intervention had such immediate effects may further
underline the impact of the program.
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