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Background Information
– Health Status

� Life Expectancy: 71.8 years
� IMR: 25.5‰
� MMR: 50.2/100,000

Background Information 
– Surveillance data of 2003

� U5MR:29.9‰
urban  14.8‰,        rural   33.4‰

� IMR: 25.5‰
urban  11.3‰,    rural   28.7‰

� MMR:   51.3/100,000
urban 27.6/100,000,   rural 65.4/100,000



Background Information – Governance Structure
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History of Medical 
Insurance System in China

� No comprehensive social health 
insurance system 

� Since early 1950s, medical insurance 
schemes have been performed 
separately in urban area and rural 
area of China. 



History – Three Schemes

� GHI-- Government Employee Health 
Insurance

� LHI-- Labor Health Insurance
� CMS(RCMS)– (Rural) Cooperative 

Medical Scheme

History – GHI

� Finance: general revenue
� Coverage: government employees, 

college teachers and students, disabled 
veterans 

� Service: public hospitals and affiliated 
clinics of organizations

� Fees: largely free outpatient and 
inpatient service



History – LHI

� Finance: individual enterprise 
� Coverage: workers and their dependants 
� Service: affiliated clinics of enterprises  

and public hospitals 
� Fees: largely free for workers and half of 

the medical spending reimbursed for the 
dependants

History – CMS(RCMS)

� Finance: voluntary based, collaborated 
funded 

� Coverage: peasants 
� Service: village health station or refer to 

upper level hospitals 
� Fees: get reimbursement at different rate



History –
Coverage of GHI and LHI
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History – Coverage of CMS

� 1975: 90% of the village brigades 
covered by CMS

� 1983: a sharp decrease of CMS coverage 
to the lowest level at about 5%

� 1992: increased to 10%
� 1993: returned to the lowest point again



Problems of Mealth Insurance 
Schemes – GHI and LHI

� Beneficiaries can not benefit as promised
� (For GHI) Government has to provide 

subsidy to the institutions a fixed amount 
according to the number of staff 

� Institutions or companies cannot afford to 
pay for the increasing medical expenses

� Institutions or companies changed their 
policy for reimbursement accordingly

Problems of Medical Insurance 
Schemes – Reasons

� Cost escalation: 
- Price increase
- lack of effective cost control policies
- Lack of good management

� No sustainable financing sources



History – Problems of CMS

� Lack of consensus on CMS
� Financial basis of CMS was destroyed
� Poor financial management 
� Peasants lost their trust to CMS

General Issue

� Existing medical insurance schemes do 
not keep in line with overall economic 
reform

� Lack of universal coverage and inequity 
in access to health service



Reform – GHI and LHI

� 1978-1992: focused on cost control
� 1992-1996: more comprehensive reform 

is being considered
1994– City of Zhenjiang, Jiujiang
1996– 57 cities

� 1996: National Health Conference

Important decision on National 
Health Conference

� To set up new social medical insurance 
system for urban populations by 
combining the Government Health 
Insurance scheme and Labor Health 
Insurance Scheme into one



Reform – GHI and LHI

� 1998: 
Nationwide urban medical insurance reform 
1. Ensuring access to basic care;
2. Joint premium contributions;
3. Individual medical savings account

(MSA) ;
4. Social pooling account (SPA). 

Basic Ideas of Urban Basic Medical 
Insurance Scheme

� Basic Level 
� Extensive coverage
� Regional management
� Co-finance: Organizations (6% of total salary)

Individual (2% of salary)
� Social funds (70% of the 6%) and 

Individual account (2%+ 30% of 6%)
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Coverage of Urban Medical 
Insurance Scheme

� 1998: 5.09million
� 1999: 5.94million
� 2000: 43.32 million 
� 2001: 76.3 million
� 2002: 94million
� 2003�Ö�Ö�Ö�Ö109.02million
� 2004: 123.86million
� 2005.12�Ö�Ö�Ö�Ö129million (planed)

Strengthening CMS in Rural Areas

� National Health Conference in 1996 
proposed strengthening CMS in rural 
populations as one of the key issues.

� Conference of Rural Health System 
Reform in 2002 emphasized on 
establishment of New Cooperative 
Medical System (NCMS)
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Basic Ideas of NCMS

� Organize, guide, and support by the 
Government;

� Voluntary-based;
� Multi-channel financing;
� Mainly share the burden of catastrophic 

and/or inpatient medical spending   



Progress of NCMS Reform

� Two to three counties of each province 
were chosen as pilot areas

� Number of pilot counties have been 
increased in 2004 and 2005

� Coverage of NCMS in 2005: 620 counties 
in 31 provinces account for 22% of the 
counties.

� Aim of 2010: cover all of counties.

Difference of NCMS and CMS

� More stable financial support
� Government taking responsibility
� Pay more attention on improving financial 

management 
� Larger risk pooling
� Win farmers’ trust gradually



Lessons from China: 
Keep in line with socio-economic development

� Sustainable finance is prerequisite 
condition of medical insurance scheme

� Improve management and introduce co-
payment mechanism benefit cost control

� Individual-enterprise-based risk-pooling 
is unable to share risk

� The importance of Social Capital

Challenges 

� Aging of population and increasing of 
medical expenditure

� Catastrophic disease, chronic disease, 
and some of the emergency outpatient 
service

� Floating population
� Health service providing (Fee-for-service,

unreasonable service behavior)



Thank you!


