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Effects of Confidence in New Rural Pension Scheme on Households’ Policy

Participation and Economic Decisions

TIAN Wenwen' YUE Yang® ZHU Hengpeng'
(1. Chinese Academy of Social Sciences, Beijing, China;

2. Xiamen University, Xiamen, China)

Abstract: Improving confidence in public policy can have far-reaching effects on individuals’ economic decisions in the
long term. To explore this issue, this paper examines the impact of confidence in China’s New Rural Pension Scheme on pen-
sion participation decisions, comparing insured and uninsured households. A life cycle model is used to analyze the dy-
namic impact of expectations of pension returns on rural residents’ insured behavior and family decision-making. The
model shows that individuals adjust their expectations of pension returns based on historical pension information,
which can influence pension participation decisions. And both insured and uninsured households adjust their savings
and labor supply decisions in response to changes in pension information. This paper conducts empirical tests based on
the China Health and Retirement Longitudinal Survey, and uses as proxy variables for the historical treatment status
participation in the old rural insurance scheme, the participation rate of rural insurance in the local village, and the
benefit level of the local village. The results demonstrate that the higher previous benefit levels of pensions, the higher
the probability of participation in the new rural insurance scheme. And the information in pension benefits affects the
savings and labor supply decisions of both the insured and uninsured. This paper suggests that the existing literature
related to social policy participation issues is biased, and that improving confidence in public policy can profoundly af-
fect individuals’ economic decisions.

Keywords: Confidence; Participation in the New Rural Pension Scheme; Saving; Labor Supply
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