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The Interaction between Social Security Programs:
Crowding Out Effects of the New Rural Pension
Scheme on Health Insurance Participation
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Abstract: With a theoretical framework, we show that provision of social pensions can affect individu-
al demand for health insurance through affecting income, health and the disutility of risk. We then empiri-
cally test the effect of New Rural Pension Scheme (NRPS) on participation in the New Rural Cooperative
Medical Scheme (NCMS). The results show that implementation of the NRPS decreases the NCMS par-
ticipation rates of pensioners and contributors by 15. 4 and 10. 8 percent, respectively. The results also
imply that designing the social security system should take into account of interactions between different
programs, and avoid potential crowding out effect.
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