
than 25 per cent of people in the villages 
studied were covered (in 2004). By the end of 
2007, 100 per cent of counties were covered 
and almost 90 per cent of households were 
participating, almost all voluntarily. If these 
figures are extrapolated, it would mean that 
more than 750 million people in rural areas 
are now covered by health insurance. 

One of the biggest issues at the start of 
the scheme was that the combined premium 
was far higher than the actual payout rate. 
But by 2007 the average reimbursement 
had increased substantially. The scheme 
has also improved its efficiency, with more 
than 87 per cent of households reporting 
that they were reimbursed within a week of 
handing in their receipts. 

However, there are still major 

shortcomings, most notably in providing 
insurance against catastrophic illness. 
In 2007, the scheme only reimbursed 
15 per cent of inpatients’ total healthcare 
costs. An even greater concern is that the 
reimbursement rate falls as the severity of 
the illness (in terms of cost) rises.

Conclusions
Overall, the study finds that the NCMS has 
made rapid and comprehensive progress in 
improving rural people’s access to healthcare. 
But there are still major shortcomings that 
need to be addressed for the programme to 
meet its goals. The authors suggest various 
policy measures to address these, including 
expanding the range of insurance options, 
increasing funding, or both.

There are still major shortcomings that need to be addressed for 
the programme to meet its goals.“ ”

KEY POLICY LESSONS

•• Programme funding should be 
increased to allow larger 
reimbursements, thereby 
reducing the financial risk to 
rural households whenever 
someone has a catastrophic 
illness.

•• A wider range of insurance 
products should be available 
so that people can choose 
what level of care they want to 
take out cover for. This will 
require a more sophisticated 
and experienced 
administrative infrastructure.

•• The rural population need 
greater access to information 
about preventive health and 
medical care, which should in 
turn improve the design and 
take-up of the NCMS.
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WORKING PAPER 
SUMMARY
Preliminary research findings 
from the Social Protection 
in Asia Programme

 Good News, Bad News: 
 Results from a National 
 Representative Panel Survey 
 on China’s NCMS
Public works schemes have long been an important measure in poverty alleviation worldwide 
but have been criticised for providing relief in the absence of sustainable and productive 
employment creation. The mutually reinforcing nature of the relationship between social 
security and enhancement of economic growth needs to be recognised and promoted.

 This study looks at the successes 
and limitations of China’s rural 
health insurance system over its 
first five years of implementation. 

It considers what health benefits the scheme 
has had for the rural population, and 
suggests ways it could be strengthened to 
ensure that it meets its main objectives.

The Chinese government launched 
a new rural healthcare initiative in 2003, 
the New Cooperative Medical System 
(NCMS). This paper assesses the progress 
of the NCMS during its first five years, 
focusing on coverage, participation, and 
payments and reimbursements. It analyses 
the programme’s impact on the health of 
the rural population, and identifies its key 
strengths and weaknesses. It proposes 
specific policy measures to address the 
main shortcomings of the system.

In the 1970s, 90 per cent of China’s 
rural population had access to healthcare 
through the Cooperative Medical System 
(CMS). But as national priorities changed, 

the system collapsed, and by 2003, this 
figure had fallen to 9.5 per cent. Most poor 
people (85 per cent) said they did not seek 
medical care when they were ill because 
they could not afford it.  

The government, amid growing concern 
about the flagging state of health provision 
in rural areas, launched the NCMS in 2003. 
Its aim was to improve rural people’s access 
to health services through insurance, 
and to reduce the risks that accompany 
catastrophic illness. (‘Catastrophic’ is 
defined as an illness costing more than 
5,000 yuan to treat – that is, more than the 
annual per capita income in rural areas.) 
The scheme is mostly funded by central and 
local government. Individuals make a small, 
voluntary contribution (10 yuan a year). 

The research team compared national 
household survey data first collected 
in 2005, then in 2008, covering 2,000 
households from 2003 to 2007. They found 
that the scheme has already achieved some 
impressive results. When it started, less 
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This paper assesses the progress of the NCMS 
during its first three years, focusing on coverage, 
participation, and payments and reimbursements.
“

”
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KEY RESEARCH FINDINGS

•• There continues to be strong 
demand for health insurance in 
rural areas of China.

•• Since the NCMS was 
implemented, there have been 
substantial improvements in 
coverage, programme design, 
and take-up of medical care. 

•• The programme still has a long 
way to go to meet one of its two 
main goals: providing insurance 
against catastrophic illness.

•• The NCMS is seriously under-
funded. Even if all the available 
funding were used solely to 
reimburse serious illnesses 
costing more than 5,000 yuan, it 
would only cover around one-fifth 
of expenditures. 

•• Many people in rural villages who 
are seriously ill still cannot afford 
to go to hospital. Most people 
use their savings or borrow from 
family and friends, sometimes 
even selling off assets to pay for 
healthcare.
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