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Study on New Rural Cooperative Medical System’s Welfare effects in
China and Reform Direction An analytic framework based on
supplier induced demand

NING Manxiu', YANG Zhiwu?, LIU Jin'

(1. College of Public Administration, Fuzhou University, Fuzhou 350108, China;
2. School of Economics and Management, Northeast Agricultural University, Harbin 150030, China)

Abstract: In the present stage, the new rural cooperative medical care system (NCMS) tries to control medical
expenses by focusing on co-payment mechanism which imposes restrictions on health care utilization of the demander
and hence reduces the farm household's welfare. Under the conditions of the supplier-induced demand, the excessive
treatments caused by suppliers’ moral hazard must bring about drastic increase for medical expenses, and moreover,
eventually lead to serious waste and low efficiency of medical resources allocation. This paper theoretically analyzes
the welfare effects of New Cooperative Medical System from the perspective of supplier-induced demand, and
concludes that reforming orientation for NCMS should be directed to control the medical supplier's moral hazard so that
really to improve farmer’s welfare from the NCMS.

Key Words: New Rural Medical System; Supplier Induced Demand; Welfare; Information Asymmetry; Payment
Method; Sustainable Development
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