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Abstract:

Despite the enhanced significance of the optimal design of institutions, relatively less
is known about the role of governance structures in shaping household-level
development outcomes. In this paper, we study the link between type of governance
(centralized v/s decentralized) and house[1]holds” allocation decisions towards
education. We exploit a unique policy experiment in Vietnam in 2009 that
recentralized provincial administration by abolishing district peoples’ councils and re-
allocating administrative control to the sub-national authorities in select provinces.
Employing a quasi-experimental identification strategy, we find that education
expenditure for households in recentralized provinces increased by 1 pp (15% relative
to the mean), primarily for house[1]holds with children enrolled in public schools. We
also find that education subsidies received by the average households decline as a
result of the policy, suggesting a potential mechanism that households” out-of-pocket
expenditure on education may have increased. This is supported by supplementary
evidence that enrolment rates and school choice remain unchanged.
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