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ABSTRACT

I China, more than 50% population are rural
residents, thus, the welfare betterment of rural
residents becomes a substantial aspect of the
overall national welfare improvement. There has
been an.increasing urban-rural gap in China. A-
part from the income differences, health care gap
is also a distinct and non-negligible problem.
The intensity of agricultural work makes health
as the foremost important productive factor.
Health can influence labor participation and
working time, People in better health tend to
have higher productivity; so naturally, health
exerts a direct influence on income. Existing
studies show that the health level in rural areas
of China has a significant impact on the labor
productivity of farming and non-farm work op-
portunities. Relevant studies also suggest that
the return of health is higher in rural areas than
in urban areas. On the other hand, after eco-

nomic reform, during -a long period of time,



most people in rural areas had to pay for medical
services themselves. There was few public in-
surance offered to them and almost no credit
market for borrowing. The price of medical care
has been increasing rapidly since the 1990s,
which has imposed higher financial pressure on
these sick individuals. Therefore, it is of great
realistic significance to study the factors that in-
fluence the health of rural residents and their in-
vestment decision on health as well as corre-
sponding policies aiming at improving health
condition, '

In recent years, government has helped
farmers by undertaking part of the medical ex-
pense through the rural cooperative medical sys-
tem (NCMS) and government subsidy in the
system has witnessed a growing trend. For in-
stance, in the initial stage, the government sub—‘
sidy was twice as the contributions from farm-
ers. The majority of rural residents paid 10
Yuan a year per person, with subsidy from gov-
ernments at 20 Yuan, In 2006, this subsidy rose
to 40 Yuan a year per person and this number
soon became 80 in 2008. Since then, the govern-
ment subsidies took up almost 70% to 80% of

the total insurance fund. Many comments have



