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Sharing Country Experiences in Social Protection: 
CHINA: 
Selected Innovative and Best Practices


At the recent China – ASEAN High Level Seminar on Social Insurance held in Chengdu, China, from 14 to 16 September 2011, the fast expansion of social protection coverage in China could be considered as a good Practice in a number of respects, although some challenges remain.[footnoteRef:1] [1:  Valerie Schmitt (2011): Mission Report: China – ASEAN High Level Seminar on Social Insurance, 14 – 16 September 2011, Chengdu, China. ILO DWT Bangkok.] 


1) Gradual and incremental development of the social security system
China has made a major breakthrough in the expansion of coverage while adopting an approach in line with the SPF framework, by extending at least a minimum level of benefits to the whole population (horizontal extension) and by then gradually increasing the levels of benefits (vertical extension). For instance the Basic medical scheme covers today 1.2 billion people (94.6% of the total population). This significant extension was made possible though the introduction of the New Rural Cooperative Medical Scheme (NRCMS) (in 2003), the Minimum Income Guarantee (dibao) to the rural areas in 2004, and more recently the social rural pension scheme for all farmers over 60 years old (in 2009).  By 2020 universal coverage will be achieved for health care and pensions. The second phase will be to increase the level of protection by covering new contingencies such as maternity, EII, EI, etc. and also by increasing the levels of benefits of health and pension schemes. After 10 years of negotiation a new Social Insurance Law has been enacted in October 2010 and implemented from 1 July 2011. The main highlights of the Law are i) pooling of basic social pension funds at national level, ii) mobility of pensions and medical care, iii) improved coordination between rural and urban schemes, iv) expansion of level of benefits under rural schemes, iv) improved coverage of special groups, in particular migrant workers. 7,000 insurance agencies are in place in China and 190,000 community (grassroots) branches (one branch every 3 km.).

Furthermore, it is essential to gradually develop strong social security legislations based on experience. China’s example is interesting since the Law was enacted in Oct 2010 and implemented since July 2011 after 10 years phase of pilot testing different programmes and schemes. Thanks to its progressive development social security legislation is adapted and can be effectively implemented (this contrasts with the example of Indonesia where comprehensive legislation was imposed without much prior pilot testing). 

Social security development needs to be coherent and “has to find its roots in” countries’ contexts and capacities. In a country like China where economic development is unbalanced between regions, social security policies need to take these regional differences into account. Two implementation issues are important hereby:
· Support & leverage of grassroots structures / public services particularly in rural areas (with social security management assistants in all villages)
· Standardization and harmonization of systems; to ensure that all have access social security, standards and processes need to be harmonized across regions.
· National pooling of social security funds to support the Western provinces. 
· Higher flexibility in access to social services to ensure coverage of migrant workers. 

These issues are very relevant as well for Indonesia considering the large differences within its vast archipelago.

2) A unified database system
In most ASEAN countries the situation appears relatively fragmented with still very little efforts towards the creation of coherent systems of social protection with the exception of China which has already established a unified database system. China’s centralized data management based on the identification and registration of all beneficiaries (smart cards) are an inspiring example for other countries. 

3) A network of labour inspectors
Concerning the low enforcement of existing the social security laws in various countries (including Indonesia), the dissemination of the movie prepared by ILO China on linking labour inspection with social security databases is very useful. Another movie deals with the so-called “Twin” system, which facilitates the identification of possible contribution evasion by collecting and comparing data from two sides:
· A network of labour inspectors and assistants visit all enterprises in urban and rural areas in order to collect information on the labour force, working conditions, etc. This data is then entered in a common database and the information collected are compared with:
· The information received from social security institutions.

4) The extensive use of internet
A National Social Insurance Platform is also in place including a common database system accessible through the Internet. Employers and workers can pay their contributions through the internet. The social security system is linked with the banking system (ex: Bank of China) which facilitates the payment of contributions and benefits. All insured have smart cards which facilitates their identification and their access to services. The use of IT technology will be further increased in China, with an objective of issuing 800 million smart cards in the 5 coming years. This will also facilitate access/portability of benefits for internal migrant workers.

Community branches are integrated services (Single Window Service) offering access to all the available social protection schemes as well as job placement services and skills development programs. The combination of employment and social security services through integrated (Single Window) services is important for enhancing employability.

5) Sharing experiences through a series of workshops and a training centre
The need for knowledge sharing and learning from international experiences was recognised by all participants in Chengdu: It is key to exchange knowledge in order to learn from the successes and the failures of each other, e.g. through seminars and workshops, and through the GESS Platform/Website. A training centre on social security also exists in China, which can act as a good link for exchange of experience in the region. Capacity building of social security administration is important  to meet the demand. In China hundred thousands of people need to be trained. This is the task of the newly created training centre on social security that could also play a role at regional level.

6) Innovative health programmes[footnoteRef:2] [2:  UNDP/ILO/Global South-South Development Academy (2011): Sharing Innovative Experiences Volume 18: Successful Social Protection Floor Experiences. UNDP: New York.] 

Social security extension should be gradual – health care packages should be increased progressively: in China the development of social security is progressive in order to be able to little by little expand the fiscal space and ensure sustainability of social protection as a whole. In addition, gradual development is necessary in order to prepare the supply side of social services. While extending health insurance coverage to all, importance should be given also to finance health care infrastructure, staffing, etc. so that the increased demand can be absorbed/served. This concern was addressed by the 2009 major health care reform, which allocated a budget of USD 125 billion to support the implementation of the universal health insurance and also improve health care supply. This is why it is often recommended to start designing a basic/limited health care package and ensure that all health infrastructures can deliver this package at their respective levels of responsibility. When the NRCMS was launched in 2004, the reimbursement rate was fixed at 25% and gradually increased to 41% in 2010. Where this gradual approach is not followed and where the benefit package tends to be “comprehensive” but with very limited resource allocation, in the end the real level of benefits remains very low. 

Two schemes together work towards developing a Basic Rural Medical Security System in China:  the rural New Cooperative Medical Scheme (NCMS) and the Medical Assistance Scheme (MAS) which have been established separately since 2002. They are the main medical security schemes targeting rural residents and the poor in China (cf. Boxes 1 and 2).

 (
Box 
1: China’s Rural New Cooperative Medical Scheme (NCMS)
• 
Target population: all rural residents;
• 
Enrolment: on a voluntary basis;
• 
Provides reimbursements for enrolees’ health spending on inpatient care, outpatient service, some selected catastrophic diseases, pregnancy’s institutional delivery, and physical examinations. The approximate reimbursement rate of inpatient care was 39.82 per cent in 2009;
• 
833 million enrolees by the end of 2009; the enrolment rate was 94 per cent of the target population and about 62 per cent of the whole population in China; 
• 
Has a multi-channel financing mechanism. Both central and local governments subsidize the enrolees. The households of the enrolled farmers also contribute. Donations from the social sector constitute another funding source.
)Both Schemes have made great improvements in helping rural households, especially rural poor households, to cope with the financial burden from combating disease. The proportion of out-of-pocket expenditure has come down from nearly 75 per cent in 2004 to about 60 per cent in 2010. Farmers’ out-of-pocket spending as a share of per capita net income decreased from 74 per cent to 44 per cent with the introduction of the Schemes.

 (
Box 2: China’s Medical Assistance Scheme (MAS)
•
Target population: the rural poor;
• 
Provides financial assistance as well as exemptions for catastrophic health expenditures and some frequently occurring diseases for the poor and low-income groups;
• 
Funds come mainly from government revenue (central and local governments, including public welfare lottery) and from social-sector donations.
)However, out-of-pocket share of inpatient cost is still as high (approximately 60 per cent, 70 per cent several years ago), which is beyond the affordability of the poor. Thus, the New Cooperative Medical Scheme (NCMS) alone cannot solve the issue of accessibility and equity for the poor. In fact, among its members, the poor use many fewer services than the non-poor. This situation will not change unless the Medical Assistance Scheme (MAS) becomes integrated with the NCMS and pays all or part of the co-payment for the poor so that their out-of-pocket share can drop to 20 per cent or below.

In 2009, total NCMS expenditure was about 92.29 billion yuan and MAS expenditure was about 5.99 billion yuan. Compared to the overall GDP (33,535.3 billion yuan), however, NCMS and MAS expenditures are inappreciable. All of these expenditure amounts represent net benefit expenditures for the beneficiaries (administrative expenditure, which is financed by the fiscal payment and which has not been published, is not included).

Both schemes targeted to rural residents are in combination a major step towards a more balanced and sustainable economic development.
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