New rural cooperative medical scheme in China (NRCMS)

The NRCMS is a new basic health social security system, started in 2003, that combines insurance and social assistance, and targets all farmers and rural residents.

This system is one of the key elements of the social protection floor in China. 

It is by far the largest state subsidized and linked micro-insurance system in the world.

Coverage and outreach

Coverage in 2009 amounted to 833 million persons. Participation is voluntary but with 94 per cent of the target population covered in 2009 and an estimated 97 per cent in 2010, coverage is already almost universal.  In order to limit adverse selection, all members of the family must join at the same time.

Financing

The NRCMS is co-financed and subsidized by both central and local Government, farmers’ organizations (cooperatives) and families. 

The cost of the insurance package in 2009 was 100 yuans(Y) per person per year at the national level [the equivalent of 10€ or US$15] for a guaranteed minimum cover. (At Y300 in Ningbo, and Y500 in Shanghai it was considerably higher in the eastern regions.) This basic premium will increase at the national level to Y120 in 2010 and Y150 in 2011.

These Y100 in 2009 per person per year were financed as follows:

- 
individual contributions amounting to Y20 per person per year (€2 or $3) or 20 per cent;

- 
subsidies from central Government: Y40 per person per year (40 per cent);

- 
subsidies from local governments: Y40 per person per year (a minimum of 40 per cent).

The cost of these subsidies for the State in 2009 amounted to Y78 billion (€8 billion or US$12 billion).

In addition, the State financed:

· a social assistance scheme (including the administrative costs of this scheme), subsidizing individual premiums and co-payments for the poorest families involved in the “five-guarantee system” (PROVIDING food, clothes, medical care, housing and burial  expenses); with 38 million beneficiaries in 2008 (no financial figures on this scheme were available);

· a programme of investment amounting to more than Y20 billion in 2009 (€2billion/US$3 billion) aimed at improving community-level health services and infrastructure through (i) the training of more than 2 million health workers and (ii) improving the availability of essential drugs at affordable prices at the local level – in village clinics.

This investment must be both sustained and increased in the coming years in order to improve the quality of services.

The total cost for the State in 2009 amounted to more than €10 billion or US$15 billion. This will increase 20 per cent per annum in the coming years to reach a minimum of 1 per cent of GDP.

In February 2010, the Chinese Ministry of Finance announced that Y22 billion will be used to subsidize the rural cooperative medical care system. (see: http://english.gov.cn/2010-02/12/content_1534568.htm) 

Nature of the basic package

The basic package includes out-patient care (primary health care), essential drugs and hospitalization (in-patient care).

The insurance at present reimburses only 50 to 60 per cent of costs (reimbursement rate), with the 40 per cent remaining as co-payment or out-of-pocket payment. It is planned that this rate will improve in the future to reach a reimbursement rate of 80 per cent.  This is already the case in Shanghai which at 80 per cent is the equivalent of urban health insurance. 

There is also a ceiling for the co-payments of 6 times the minimum income (Y90,000 in Shanghai). The cost for hospitalization covered by the health insurance (currently 60%) does not need to be paid by the insured but is directly reimbursed to the hospitals.

Utilization rate

In 2008, the utilization rate reached 73 per cent, which is relatively good for a rural scheme, although still too low. 

The rate of hospitalization reached 7 per cent. For hospitalization, a referral system is in place to limit moral hazard. The average reimbursement reached $157 per hospitalization. 

Organization and governance

The  scheme is organized and implemented at county level, with participatory supervision at community level.

Main challenges for the future

· to improve the basic package;

· to decrease out-of-pocket payments;

· improve the utilization rate;

· to upgrade the quality of infrastructure and services at community level;

· reduce the rural/urban differences;

· actuarial monitoring;

· to assess impact on health outcomes; 

· to improve preventive health education
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