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Using the 2000, 2004, and 2006 CHNS longitudinal survey data and econometric methods (random-effect probit 

regression model and DID methods), this study conducted an empirical analysis to estimate the impact of NCMS. 

The major conclusions are as follows. First, predisposing factors, enabling factors, health care need factors, and 

lifestyle factors affect health care utilization. Second, results using DID methods indicate that NCMS did not affect 

health care service utilization (outpatient and inpatient) of individuals when ill, but it might increase the possibility 

of getting a health examination. Third, there is no difference in health care service utilization (both outpatient and 

inpatient) between the NCMS enrollment group and the non-enrollment group in both working age group (15~59) 

and the elderly group (60 and over). Therefore, it can be said that NCMS did not affect the health care utilization in 

both the group. However, NCMS positively affects disease prevention behavior (visiting the hospital to receive a 

health examination) in the working age group, but the effect did not appear in the elderly group. 
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Introduction 
In rural China, the Cooperative Medical Scheme (CMS), played a major role in preventing infectious 

diseases and providing primary health care as a part of the people's commune systems in the planned economy 
period of 1949–1977. However, in the economic transition period (after 1978), as the people's communes were 
eliminated and the rural household responsibility system was implemented, CMS enrollment rates decreased 
dramatically (from 90% in 1981 to merely 5%–10% in the 1990s) (Liu et al., 1995; Wagstaff & Linedelow, 
2008; Cheng et al., 2015). In addition, since the 1990s, the Chinese government enforced health care service 
market reform, moving from planned systems to a competitive market. Therefore, total health care expenses for 
individuals increased dramatically. As a result, a person with a serious illness risked poverty from high health 
care expenditures, which became the responsibility of the patients themselves. In this way, health care 
inequality resulting from income inequality became a serious problem in rural areas. To address this social 
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problem, the Chinese government introduced a new public health insurance program in rural areas, the New 
Cooperative Medical Scheme (NCMS) in 2003. Enrollment in NCMS is optional, and it covers all residents 
within the rural registrations. Although the NCMS financial foundation is supported by the central and local 
governments, participants have to pay medical insurance premiums. Since local insurance funds are insufficient, 
the government repayment accounts are low, a majority of health care expenditures are paid by patients 
themselves. Therefore, even if the individuals participate in health insurance and join NCMS, they may still not 
access health care services when required, worried that the higher health care expenditures could drive them 
into poverty.  Did the implementation of NCMS affect the use of health care services in rural China? An 
empirical study evaluates the impact of the new public health insurance system in China. 

Previous empirical studies have investigated this issue1. For example, Wagstaff et al.(2009), Shi et 
al .(2010), You & Kobayashi (2011), Lu et al.(2012), Li & Zhang (2013), Li et al. (2014) used cross-section 
data to estimate the impact of NCMS on health care service utilization (i.e., the probability of access to a 
hospital and health care expenditures when needed). In addition, Wagstaff & Lindelow (2008), Lei & Lin 
(2009), and Cheng et al. (2015) used panel data to address the heterogeneity problem of this issue. However, 
the estimated results were not consistent caused by the utilization of the different measurement methods and 
datasets, and some problems remain unanswered. First, although DID (difference in difference) analysis is an 
appropriate method for policy assessment, which is often used in empirical studies, this method is rarely used 
for this issue in China. Second, for the determinants of health care demand and health care service utilization 
behavior, the Anderson model (Anderson & Newman 1973; Anderson,1995) is generally used in studies 
pertaining to medicine and health economics, and it has not been used on this issue in China2. 

In this study, using three waves (2000, 2004, and 2006) panel data of the China Health and Nutrition 
Survey (CHNS), we investigate the impact of NCMS on health care service utilization: the probability of 
accessing a hospital (inpatient and outpatient) and the probability of receiving a health examination. This study 
uses a DID analysis method based on the Anderson behavior model to address the aforementioned problems. 

This study is structured as follows: part 2 introduces the framework of the empirical analysis, including 
models and datasets; part 3 presents estimation results; and part 4 gives a summary of the conclusions. 

Methodology 
Models 

Probit regression models are utilized to measure probability of the health care service utilization. 
First, to address the heterogeneity problem, random effect probit regression model is used, they are 

expressed as eqs. (1)~(3). 

itiitittit vuXNCMSay ++++= 21
* ββ                          (1) 

1 For empirical studies on the impacts public health care insurance reform on the health care service utilizations, please see Currie 
& Gruber (1996a, 1996b, 1997), Decker & Rember（2004）, Currie et al.（2008）, Card et al.（2008）, Finkelstein & McKnight
（2008). In these studies, micro-data based on social natural experiments by RAND are used to estimate the impacts of Medicare 
and Medicaid performed in the U.S. For empirical studies on developing countries, please see Jowett et al. (2004) and Sepehri et 
al. (2006) for Vietnam, Panopoulu & Velez (2001), Trujilo et al. (2005) for Columbia, and Gakidou et al. (2006) for Mexico. 
2 Li & Zhao (2006), You & Kobayashi (2011), Li & Zhang (2013) utilized Anderson’s behavior model to take empirical studies 
on health care service utilization, but they didn’t take analysis on the health insurance system. 
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In eqs. (1) ~ (3), i  denotes individuals; t  denotes survey year (2000, 2004, 2006); )1( =ityP  

indicates the dependent variable (e.g., equal to 1 if the individual has gone to the hospital (inpatient or 
outpatient) when ill and equal to 0 if not; equal to 1 if the individual has received a health examination in the 
last year, equal to 0 if not), *

iy  is a continuous but unobservable latent variable, we only observe the     
actual variable as expressed in eq. (3); α is a constant, itv  is the usually error term, μ is the error result    
from individual heterogeneity , which appears randomly with time periods. Using random effect probit 
regression model, bias result from μ error can be addressed. X are factors affecting the health care    
utilization behavior introduced in the Anderson model; NCMS  expresses the enrollment of NCMS system 
(equal to 1 if the individual has participated to NCMS system and equal to 0 if not); 1β 、 2β  are estimated 
parameters. If 1β  is positively statistically significant, it indicates that compared with the group who hasn’t 
participated to NCMS, the probability to go to hospital (outpatient or inpatient) is higher for the enrollment 
group. 

Second, it is thought the situations before and after NCMS implementation perhaps different, and there 
maybe exists unobserved attitude difference between the enrollment group and no-enrollment group. To 
address these problems, DID methods is utilized, it is expressed in eq. (4) 

ititittittit XDIDYearTreatmentay εγγγγ +++++= 4321
*               (4) 

In eq.(4), Treatment  express treatment group dummy. Using CHNS panel data, treatment group and 
control group are conducted as follows. Control group is the group who hasn’t participated to NCMS in both 
2000 when NCMS hasn’t be implemented and in 2004 (or 2006) when NCMS has be implemented. Treatment 
group is the group who hasn’t participated to NCMS in 2000, but has participated to NCMS in 2004 (or 2006). 
Year  is year dummy when NCMS has be implemented (here, 2004dummy or 2006dummy). X are factors 
affecting the health care service utilization. 1γ 、 2γ 、 3γ 、 4γ  are estimated coefficients. When 3γ  are 
positively statistically significant, it indicates that compared with the group who hasn’t participated to the 
NCMS, the probability to go to hospital (outpatient or inpatient) is higher in the enrollment group. Estimates 
results based on eq.(2) is the most inclement assessment methods to evaluate the impact of NCMS. 

Data 
This study employs three waves panel data of CHNS. CHNS is a nationwide longitudinal survey 

conducted by the Carolina Population Center at the University of North Carolina and the National Institute  
for Nutrition and Health (NINH, former National Institute of Nutrition and Food Safety) at the Chinese  
Center for Disease Control and Prevention (CCDC). The survey was conducted by an international team of 
researchers whose backgrounds include nutrition, public health, economics, sociology, Chinese studies, and 
demography. The survey took place over a 7-day period using a multistage, random cluster process to draw a 
sample of about 7,200 households with over 30,000 individuals in 15 provinces and municipal cities that vary 
substantially in geography, economic development, public resources, and health indicators. I utilized 9 
provinces samples3 which are all covered in 2000~2006. Samples are composed of 16150 in 2000, 9856 in 

3 9 provinces are Jiangsu, Liaoning, Heilongjiang, Shandong, Henan, Hubei, Hunan, Guangxi, Guizhou. 
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2004, 9788 in 2006. 
The independent variables of health care service utilization are binary variables (e.g., equal to 1 if the 

individual has gone to the hospital (inpatient or outpatient) when ill and equal to 0 if not; equal to 1 if the 
individual has received a health examination in the last year, equal to 0 if not. 

Anderson & Newman (1973), Anderson (1995) pointed out that four kinds of factors affect the health care 
seeking behavior-they are predisposing factors4, enabling factors, health care need factors, and life-style factors. 
Independent variable settings based on Anderson model are as follows. 

First, age, education dummy, gender dummy are used as index of “predisposing factors”. Based on 
Grossman’s health capital model (Grossman, 1972), it is thought the probability of health care service 
utilization (or seeking the health care service) is higher in both the elderly group and higher education group. 
Using the gender dummy, the gender gaps in health care demand can be controlled. 

Second, characterized by Andersen as a personal enabling factor, health insurance, income, health supply 
status are used as index of “enabling factors” in previous studies. NCMS is a binary dummy. The participants’ 
income is reported as the household income per capita, which divides the total household income5 by the 
household size. Province dummies are utilized to control the regional disparity of health care supply status. 

Third, self-reported health status, hypertension dummy, diabetes dummy are utilized as index of health 
care need factors. It is thought that the probability will be higher in the groups with hypertension or diabetes 
diseases, and in the group who reported his (hers) health status is poor. 

Fourth, smoking status (equal to 1 if the individual is smoking in survey year or has smoked in the past 
and equal to 0 if not), drinking frequency dummy, doing health exercise (equal 1 if the individual is doing 
health exercise in survey year and equal to 0 if not), living environment variables6 are setting as index of 
“life-style factors”. 

Econometric Analysis Results 
What Determines Health Care Service Utilization? 

A random-effect probit regression model was used to estimate the determinants of health care service 
utilization as shown in Table 2. The main conclusions are as follows: 

First, the coefficients of NCMS in Estimation (1) Entirety (outpatient + inpatient), Estimation (2) 
Outpatient, and Estimation (4) Health Examination are positively significant, but the coefficient is insignificant 
in Estimation (3) Inpatient. These results indicate that after addressing the heterogeneity problem and holding 
the other factors constant, the probabilities of visiting a hospital for the outpatient and receiving a health 
examination are higher in the NCMS enrollment group compared with the non-enrollment group. However, 
participation in NCMS has no positive effect on inpatient hospital visits. 

Second, holding the other factors constant, compared to 2000, the probabilities of visiting a hospital for 
outpatient services and receiving a health examination are higher in the NCMS enrollment group in both 2004 
and 2006. These results show that compared with the period when NCMS was not in place, the probabilities of 
utilizing health care services during the NCMS implementation period (2004 or 2006) are higher in both the 
enrollment and non-enrollment groups. 

4 Predisposing factors are socio-demographic factors such as education, age, gender, marital status. 
5 Here, Income composes of agriculture revenue, farming revenue, fruit revenue, no- agriculture revenue, and transfer income. 
6 Living environment variables composed water (drink water in home or out home), toilet (in home or out home), waste 
status( whether or not there are waste nearby the house). 
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Third, predisposing factors affect the probability of health care service utilization. For example, the 
probability of outpatient service is higher in the higher education and older groups, and the probability of 
receiving a health examination is higher in the age group 30–39. However, the coefficients of the attribute 
factors are all insignificant in probability estimations of inpatient visits. 

Fourth, considering need factors, individuals with poor health and chronic diseases (such as hypertension 
or diabetes) are more likely to visit a hospital for outpatient or inpatient care. However, compared with the 
group who report their health status as very good, the probability of receiving a health examination is lower in 
the group who report their health status as good. These results can be explained by understanding that the group 
that says their health is very good is more health conscious and aware of disease prevention. 

Fifth, in the estimated results for enabling factors, except for the effects of the NCMS which are described 
above, the coefficients of geographic regions are significant in Estimations (1) and (2). These results show that 
the situations of health care supply, which is different by region, affects health care service utilizations. 

Sixth, as pointed out in previous studies, lifestyle factors affect health care service utilization behavior; 
however, the relationship between the frequency of drinking alcohol and rate of using health care service is not 
linear. In addition, the possibility of receiving health care service is lower in the group living in a lower hygiene 
status, such as not having a toilet at home. 

Did NCMS Affect Health Care Service Utilization? 
Table 2 shows that compared with the period before the NCMS implementation (2000), the probability of 

seeking health care service is higher in both the age groups during the NCMS implementation periods of 2004 
and 2006). Measurement bias resulting from the differentials of health care service utilizations by groups and 
periods may exist in these estimations. To address these problems (e.g., enrollment selection bias based on 
group attributes differences, time series bias) and conduct more exacting empirical studies to assess the impact 
of NCMS, analysis using the DID methods were conducted and these estimated results are summarized in 
Tables 3 and Table 4. The main findings are as follows. 

First, the coefficients of DID items in Estimations (1), (2), and (3) are insignificant. They indicate that 
there is no difference of health care service utilization (both outpatient and inpatient) between the NCMS 
enrollment group and the non-enrollment group. In other words, holding the other factors constant when the 
heterogeneity problem and group selection bias problems are considered, NCMS did not affect patients access 
to hospital (either outpatient or inpatient) in the short-term after the NCMS system implementation (2004 or 
2006). 

Second, the coefficients of DID items in Estimation (4) are positively significant at the 1% statistical level. 
It shows that compared with the non-enrollment group, the NCMS enrollment group has a higher tendency to 
receive a health examination. Results indicate that NCMS enrollment might promote disease prevention 
behavior. 

Did NCMS Affect Health Care Service Utilization by Age Groups? 
Health care status is different by age groups. For example, morbidity and mobility are higher for the older 

group than for the younger group. Therefore, it can be surmised that health care service utilization is different 
by age groups. Using two sub-samples, the impact of NCMS on health care service utilization is estimated by 
two groups: age 16–59 (the working age group) and age 60 and over (the elderly group). 
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Table 1 
Statistics Description 
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Table 2 
The Determinants of Health Care Service Utilization 
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Table 3 
The Impact of NCMS on Health Care Service Utilization (Total samples)-Estimations (1) and (2) 
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Table 4 
The Impact of NCMS on Health Care Service Utilization (Total samples)-Estimations (3) and (4) 

 
 

Table 5 shows the results by age groups, and the main findings are as follows. First, the DID item in 
Estimations (1) and (2) are insignificant in both the 16–59 age group and the 60 and over age group. They 
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indicate that there is no difference in health care service utilization (both outpatient and inpatient) between the 
NCMS enrollment group and the non-enrollment group. Therefore, it can be said that NCMS did not affect the 
health care utilization in both the groups. 

Second, comparing the 2000 and 2006 samples, the coefficients of the DID items in Estimation (3) are 
positively significant at a 1% statistical level in the 16–59 age group, but it is insignificant in the 60 and over 
age group. These results reveal that in the working age group (16–59), there exist a positive effect of NCMS on 
disease prevention behavior, but in the elderly group (60 and over), NCMS does not affect health care service 
utilization. 
 

Table 5 
The Impact of NCMS on Health Care Service Utilization by Age Groups 
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Conclusions 

In China, NCMS was implemented in 2003 which is expected that this public health insurance policy 
would improve the inequality of health care service utilization in rural areas. Does NCMS affect health care 
service utilization? Using the 2000, 2004, and 2006 CHNS longitudinal survey data and econometric methods 
(random-effect probit regression model and DID methods), this study conducted an empirical analysis to 
estimate the impact of NCMS. The major conclusions are as follows. 

First, predisposing factors, enabling factors, health care need factors, and lifestyle factors affect health care 
utilization. These results are consistent with Anderson (1995). 

Second, results using DID methods indicate that NCMS did not affect health care service utilization 
(outpatient and inpatient) of individuals when ill, but it might increase the possibility of receiving a health 
examination. The main reason why NCMS did not affect health care service utilization in 2004 or 2006 is the 
structure of the system, which requires large contributions from participants. Concretely based on NCMS, 
patients (mostly inpatient) have to pay the total medical expenditures firstly and then apply to the local 
government for reimbursement. Patients can receive such reimbursement (less than 50%) only after the local 
government checks their applications. Inpatients usually must pay more than 50% of the total medical 
expenditures themselves. In addition, the entire outpatient fees are usually paid by the patients themselves. It is 
thought that the large proportions of out-of-pocket (more than 50%) in outpatient and inpatient expenditure 
under NCMS might cause poor effects (or the absence of positive effects) on health care service utilization. 
However, in the basic health insurance system for workers in urban China, employees only pay 30% of the 
health care expenditure by themselves when they are in hospital. These differences in public health insurance 
systems between the rural and urban areas deserve notice. To resolve health care inequality in rural China 
through the implementation of NCMS, the reimbursement proportions by the government should increase; in 
other words, the government should pay more for NCMS in rural areas and establish policies to enforce the 
integration of different public health insurance systems. 

Third, NCMS did not affect health care service utilization (outpatient and inpatient) in both the age groups. 
However, NCMS positively affects disease prevention behavior (visiting the hospital to receive a health 
examination) in the working age group, but the effect did not appear in the elderly group. 

Finally, some research limitations should be pointed out. Although CHNS panel data was used, the 
impacts of NCMS are estimated in this study. Factors such as time preference, disease status, and the distance 
from home to the hospital may affect an individual’s health care service utilization. Future research should 
gather additional information for empirical analysis. In addition, the following questions emerge: how does the 
impact of NCMS change by the policy implementation periods? Is there a short-term or a long-term effect of 
NCMS? This study estimated the short-term effect (after one year and three years of the NCMS 
implementation). It is valuable to answer these questions using longer period panel data. All of these questions 
constitute our research agenda in the future. 

References 
Andersen, R., & Newman, J. F. (1973) Social and Individual Determinants of Medical Care Utilization in the United States. 

Milbank Quarterly, 51, 95-124. 
 

 



Impact of the New Cooperative Medical Scheme on Health Care Service Utilization in Rural China 130 

Andersen, R. (1995) Revisiting the Behavioral Model and Access to Medical Care: Does It Matter? Journal of Health and Social 
Behavior, 36, 1-10. 

Card, D., Dobkin, C., & Maestas, N. (2008) The Impact of Nearly Universal Insurance Coverage on Health Care Utilization and 
Health: Evidence from Medicare, American Economic Review, 98 (5), 2242-2258. 

Cheng, L.,Liu, H., Zhang, Y., Shen, K., & Zeng, Y. (2015) The Impact of Health Insurance of Health Outcomes and Spending of 
the Elderly: Evidence from China’s New Cooperative Medical Scheme. Health Economics, 24, 672-691. 

Currie, J., & Gruber, J. (1996a) Health Insurance Eligibility, Utilization of Medical Care and Child Health. Quarterly Journal of 
Economics, 111 (2), 431-466. 

Currie, J., & Gruber, J. (1996b) Saving Babies: the Efficacy and Cost of Recent Changes in the Medicaid Eligibility of Pregnant 
Women. Journal of Political Economy, 104 (6), 1263-1296. 

Currie, J., & Gruber, J. (1997) “The Technology of Birth: Health Insurance, Medical Interventions and Infant Health,” Working 
Paper5985, National Bureau Economic Research, Cambridge, MA. 

Currie, J., Decker, S., & Lin, W. (2008) Has Public Health Insurance for Older Children Reduced Disparities in Access to Care 
and Health Uutcomes? Journal of Health Economics, 27 (6), 1567-1581. 

Decker, SL., & Remler, DK. (2004) How Much Might Universal Health Insurance Reduce Socioeconomic Disparities in Health? 
A comparison of the US and Canada. Applied Health Economics and Health Policy, 3 (4), 205-216. 

Finkelstein, A., & McKnight, R. (2008) What did Medicare Do? The Initial Impact of Medicare on Mortality and Out of Pocket 
Medical Spending. Journal of Public Economics, 92 (7), 1644-1668. 

Gakidou, E., Lozano, R., Gonzalez-Pier, E., Abbott-Klafter, J., Barofsky, JT., Bryson-Cahn, C., Feehan, DM, Lee, DK, 
Hernandez-Llamas, H. and Murray, CJ. (2006) Assessing the Effect of the 2001–06 Mexican Health Reform: an Interim 
Report Card. The Lancet , 368 (9550), 1920-1935. 

Grossman, M. (1972) On the Concept of Health Capital and the Demand for Health. Journal of Political Economy, 80, 223–255. 
Jowett, M., Deolalikar, A., & Martinsson, P. (2004) Health Insurance and Treatment Seeking Behavior: Evidence from a 

Low-income Country. Health Economics,13 (9), 845-857. 
Lei, X., & Lin, W. (2009) The New Cooperative Medical Scheme in Rural China: Does More Coverage Mean More Service and 

Better Health? Health Economics, 18, 25-46. 
Li, X., & Zhang, W. (2013) The Impacts of Health Insurance on Health Care Utilization among the Older People in China. Social 

Science & Medicine, 85, 59-65. 
Li, Y., Wu, Q., Liu, C., Kang, Z., Xie, X., Yin, H., Jiao,M., Liu, G., Hao, Y., & Ning, N. (2014) Catastrophic Health Expenditure 

and Rural Household Impoverishment in China: What Role Does the New Cooperative Health Insurance Scheme Play?Plos 
One, 9 (4), 1-9. 

Liu, G., & Zhao, Z. (2006) Urban Employee Health Insurance Reform and the Impact on Out-of-Pocket Payment in China. 
International Journal of Health Planning and Management, 21, 211-228. 

Liu , Y.,Hsiao,WCL., Li, Q., Liu, X., & Ren, M. (1995) Transformation of China’s Rural Health Insurance Financing. Social 
Science & Medicine, 41 (8), 1085-1093. 

Lu, C., Liu, Y., & Shen, J. (2012) Does China’s Rural Cooperative Medical System Achieve Its Goals? Evidence from the China 
Health Surveillance Baseline Survey in 2001. Contemporary Economic Policy, 30 (1), 93-112. 

Panopoulu, G., & Velez, C. (2001) Subsidized Health Insurance, Proxy Means Testing and the Demand for Health Care among 
the Poor in Colombia, Colombia Poverty Report Volume II. Washington DC, World Bank. 

Sepehri, A., Sarma, S., & Simpson, W. (2006) Does Non-profit Health Insurance Reduce Financial Burden? Evidence from the 
Vietnam Living Standards Survey Panel. Health Economics,15 (6), 603-616. 

Shi, W.,Chongsuvivatwong, V., Geater,V., Zhang, J., Zhang, H. & Brombal, D. (2010) The Influence of the Rural Health Security 
Schemes on Health Utilization and Household Impoverishment in Rural China: Data from a Household Survey of Western 
and Central China. International Journal for Equity in Health, 9 (7), 1-11. 

Trujillo, AJ., Portillo, JE., & Vernon, A. (2005) The Impact of Subsidized Health Insurance for the Poor: Evaluating the 
Colombian Experience Using Propensity Score Matching. International Journal of Health Care Finance and Economics, 5 
(3), 211-239. 

 



Impact of the New Cooperative Medical Scheme on Health Care Service Utilization in Rural China 131 

Wagstaff, A., & Lindelow, M. (2008) Can Insurance Increase Financial Risk? The Curious Case of Health Insurance in China. 
Journal of Health Economics, 27, 990-1005. 

Wagstaff, A., Lindelow, M., Gao, J., Xu, L., & Qian, J. (2009) Extending Health Insurance to the Rural Population: 
An Impact Evaluation of China’s New Cooperative Medical Scheme. Journal of Health Economics, 28, 1-19. 
You, X., & Kobayashi, Y. (2011) Determinants of Out-of Pocket Health Expenditure in China. Application Health Economic 

Health Policy, 9 (1), pp. 39-49. 

 


