
Part II.
Factors, process, 

institutional arrangements 
of the China’s social 
security system reform



Factors led to the reform

1. Great Demand for social security system

2.Funding problem by economics Transition
government  and SOE were unable to fully finance the system like before

3. Decline of coverage rate

4. Obstruction on free mobility of labor force and fair competition of enterprises 
different ownership 

separate social security system and different burden of different enterprises

5. Ageing problem



Economic Performance since the Reform

 2nd biggest economy in the world (2011)
 GDP: 7.3 trillion U.S. dollars 
 50 times of its GDP in the year 1978 

 Share of Chinese GDP in the World(1978-2011):  
 1.8% - 10.4%

 Average annual Growth rate of GDP (1978 -2011) 
 About 9.97%

 GDP per capita: 5432 USD (2011) 

 95th/182 economies

Source: World Databank of World Bank



Four significant  Changes
 Marketlization: Economic transformation from central-planned system to market-oriented 

system has been largely completed

 Nearly zero non- SOEs in 1978, about 80% non- SOEs in 2008

• Globalization: China’s economy has been converted from isolated structure in the past to the 
opening system at present

 Share of Chinese Foreign Trade( import & Export) in the world (1978-2009) 0.79%-8.79%,  Export 
volume rank 1ST (2009)

 FDI absorbed by China： 0.92bill(1983) -115bill( 2011)

 Foreign Reserve in 2011:              3.18 trillion. US$, Rank 1ST

• Urbanization: The pace of urbanization has been tremendously accelerated

 51.7% ratio of Urbanization (from 17.9% in 1978)

• Industrialization: The process of industrialization speeded up

 (Primary: Secondary: Tertiary in total GDP)28.2:47.9:23.9% - 10.2:46.8:43% (1978 –2010)



 Total of 764.20 million ，359.14 million in urban area among 
which

Population in employment



Demographic Situation

 Population:1.37 bill. (Nov. 1st, 2010)
 Mainland:1.33 bill.
 Hong Kong: 7 mill.
 Macau: 0.55 mill.
 Taiwan:23 mill.

 Population growth rate: 0.57% 
 Birth rate: 13.14 births/1,000 population 
 Death rate: 6.94 deaths/1,000 population  
 Net migration rate: -0.4 migrant(s)/1,000 population
 Age & Gender structure (Mainland):

 0-14 years: 16.6% 
 15-59 years: 70.14%
 60years and over: 13.26%
 Male/Female: 105.2:100



improvement of Chinese people's living 

standard

 Per capita income 
 Disposable income of urban residents: 8.95 times (1978-2009)
 Net income of rural residents: 8.61 times (1978-2009)

 Engel's Coefficient: 
 57.5% reduced to 36.5% (1978-2009)  urban residents
 67.7% reduced to 41.6% (1978-2009)  rural residents

 Life-expectancy on average
 68 years - 73.5 years(1981-2011)

 Average years of  education
 8.64 years



 

Source: National Bureau of Statistics: China Statistical Yearbook 



Problems faced by China’s Economy

 Problems in long-term

 Uneven benefit distribution, widened wealth gap

 Excessive resources consumption, Deteriorating environment

 Unsustainable economic growth-model



Present situation of China’s 
economy

Hazard of “hard-landing”

 GDP growth rate declined continuously

 Weak growth of “three driving carriages”  (Consumption, Investment , 

export)

 Enterprise profits decreased, especially in real economy area

 Government fiscal revenue growth rate fell down obviously

 HSBC PMI of China’s Manufacturing indicated the economic activity’s 

shrinking (below 50)



Uneven benefit distribution, widened wealth 
gap

 Imbalanced distribution of income and benefits

 Gini Coefficient   0.24  - about 0.48  (1984 – 2008) 

 Gaps of income per capita between urban & rural：

 Urban v.s. Rural  2.57 times (1978)， 3.22 times(2005)  

 Gaps of income between rich & poor households：

 10% of households with highest-income v.s. 10% of households 
with lowest-income    8.63 times  (2009 in urban)

 Gaps between different regions: 

 In 2009, the ratio of GDP per capita :Zhejiang (coastal province) : 
Gansu (barren hinterland Province) 3.45 times



China’s Gini Coefficient (1991 - 2008)

Source: World Bank

Gini Coefficient



Growth of wages
 Wages on average in 2011:
 Private Sector: 24556 RMB, growth rate: 18.3%
 Non-private Sector: 42452 RMB, growth rate: 14,3%

 Changes of Standards for minimum wages:
 25 provinces has adjust the standard for minimum wages, the average 

growth rate of which reached 22％

 The highest standard for minimum monthly wage: 1320RMB, in Shenzhen
 The highest standard for minimum hourly wage: 13 RMB, in Beijing



Process of Reform and Reconstruction
Time Content

1984 Pension insurance system

1986 urban unemployment insurance system 

1994 maternity insurance system

1996 Work related injury insurance system

1998 Housing security system

1998 medical insurance system reforms 

1999 the Minimum Living Standard Security System 

2003 New Rural Cooperative Medical Insurance

2007 Rural Minimum Living Standard Security program

2009 New Medical Insurance system

2009 New Rural Old-age Insurance System

2010 Social Insurance Law of the P.R.C.

2011 New Urban Social Old-age Insurance System



Social Insurance System

 Old-age Insurance

 Unemployment Insurance

 Medical Insurance

 Insurance for Work-related Injuries

 Maternity Insurance



Pension Insurance 
 China is now an aging society.

 According to China National Statistics Bureau, citizens aged 60 and above account for 
nearly 11 percent of its 1.3 billion people. and the figure will keep growing at an annual 
rate of 3.2 percent in the next decades, and will reach its highest percent in the 2030s .

 This represents the advent of an aging society in China according to the UN’s standard. 
Statistics show that China has about 10 million older people aged 80 or older, who needs 
caring. 



People 
 Population: 1,370,536,875

 Age structure:
 0-14 years: 16.6%
 15-64 years: 74.53% 
 65 years and over: 8.87%

 Sex structure:
 Male:51.27% (686,852,572)
 Female:48.73% (686,852,572)

 Population growth rate: 0.57% 
 Birth rate: 11.90 births/1,000 population 
 Death rate: 7.11deaths/1,000 population  
 Net migration rate: -0.4 migrant(s)/1,000 population



Family Planning Policy

 China introduced its family planning policy in late 1970s in a bid to curb 
the large population's pressure on the environment and resources, as well 
as to raise the population's quality of life.



Family Planning Policy
 Adjustment

 Family planning policies have loosened over the years. In many parts of 
the country, couples made up of people from one-child families are 
permitted to have two children. 

 In rural areas, couples are permitted to have a second child if their first 
child is female.



Coming, the challenges
• Sex imbalance

• The traditional preference for sons over daughters has led to the 
abuse of sex-selective abortion, especially in rural areas. 1982, China 
recorded for the first time an imbalance in the sex ratio among 
newborns in the country. It became worse during the 1990s and 
peaked in 2004, when 121 males were born for every 100 females, 
according to figures from the National Bureau of Statistics. The 
figure stood at 118 in 2010.



Coming, the challenges

• It is estimated that 10 years later, about 24 million men will not be able to find 
women to get married. And male laborers will move into the industries that are 
traditionally dominated by the female due to oversupply of male labors.



Coming, the challenges
• An Aging population 

 we can curb population growth counting on family planning policy, but we can 
not stop the trend that our nationals are becoming more and more elder. Some 
people worried that China will grow old before it grows wealthy. So some 
suggestions nowadays are also proposed that Chinese family planning policy 
should be more slack to meet the challenge. This maybe need our government to 
take it seriously.



Aging Problem

1953 1964 1982 1990 2000 2005 2010

0-14 36.27 40.30 33.59 27.69 22.90 20.77 16.60

15-59 56.4 52.67 58.77 63.74 66.64 68.70 61.27

60 and over 7.32 6.07 7.63 7.63 10.46 11.03 13.26

65 and over 4.41 3.53 4.91 5.57 7.10 7.69 8.87

Current Population structure
%

Source: China Statistics Yearbook
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Aging Problem

Life Expectancy

1981 1990 2000 2010

Total 67.77 68.55 71.40 74.83

Male 66.28 66.84 69.63 72.38

Female 69.27 70.47 73.33 77.37

Source: China Statistics Yearbook



China’s population pyramid 



The Main Impacts of China’s Aging Problem

Support ratio in the system of endowment insurance

year Workers’ population to retirees’

1978 30：1

1983 10：1

1990 6：1

2025 3：1



Ageing Population in China

 1999 Ageing society

 Average Life expectancy ,72(a)，

 70(m)、74(f)。

 Three phases

2001—2020 ageing society

2021—2050 speeding up

2051—2100 stable。



Institutional arrangement of old age insurance system 
for urban employees

Financing Pension Payments
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Achievement
 We carried out trials of old-age insurance for non-working urban residents in 

2,147 counties and county-level cities and districts, covering 13.34 million 
esidents, and 6.41 million residents received pensions. We launched trials of a 
new type of old-age insurance for rural residents in 2,343 counties and county-
level cities and districts, covering 358 million people, and 98.8 million people 
received pensions. We extended coverage of this insurance to more than 60% of 
China's counties. We solved longstanding problems oncerning pensions for 
more than five million retirees of collectively owned enterprises.



Official Registered Unemployment(1978-2010)
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Unemployment Peak 1
—1979-1980

 Most educated youth(zhiqing) returned to cities from periods of 
compulsory work in rural and border areas.

 By 1979, the number of the educated youth who couldn’t find jobs after 
returning cities reached 15 million.



Unemployment Peak 2
—At the end of 1990s
 SOEs(State owned enterprises) Reform

 laid-off workers 

 workers who have left their posts and are not engaged in other types of work 
in the same unit, but still maintain a relationship with the unit in which they 
have worked.

 They are given only very basic living subsidies instead 
of unemployment benefit, and they are not included in the 
registered unemployment rate.

 From 1999 to 2005, more than 21 million SOEs employees were laid off.



Unemployment Peak 3
—2002-present

 Accelerating of urbanization process over the last decade

 More than 200 million people have left the land. The proportion of people 
working in primary industries has continued to fall.

 Currently, over 120 million rural workers are “on the move”, making their way 
into towns, as part of the “floating” migrant population known 
as nongmingong.



How rural migration occurs?

 Increasing labor surplus in rural areas in 1980s

 Improvement in labor productivity resulting from 
agricultural reforms

 The baby-boom of the 1950s and 1960s

 The Chinese government encouraged the development 
of rural industry – TVEs(Town or Village Enterprises)



How rural migration occurs?
 In the 1990s, the growth of employment in TVEs slowed 

down due to strong competition from foreign-funded 
enterprises and the reformed SOEs. 

 Surplus labor continued to increase, creating a strong 
impetus for rural people to seek employment in cities.

 But City governments took more restrictive steps to curb 
the rising number of rural-urban migrant workers and 
reduce the unemployment of urban residents caused by 
restructuring of SOEs.

 As a result, no significant rise in the number of rural 
migrants was observed in the late 1990s.



How rural migration occurs?
 The number of rural-urban migrant workers increased 

again as China entered the New Millennium.

 Driving forces:

 Large income disparity between urban and rural areas

 Increasing openness of the Chinese economy to the 
world market and foreign capitals generated a greater 
demand for rural migrant worker

 Rapid development of the private sector and of self-
employment in urban areas



Migrant Workers—”Nongmingong”

 Employment of rural migrants was more concentrated 
in industries and enterprises in which local urban 
people did not want to work, or in jobs that local urban 
people disliked.

 Account for a large proportion of the work force in 
manufacturing and construction.

 In the services sector, rural migrant workers accounted 
for 52 per cent of the work force in 2000, a percentage 
thought to have risen since then.



Migrant Workers
—Challenges and Problems



Migrant Workers
—Challenges and Problems

 Long working hours

 1/3 of migrant workers had to work 9-10 hours per 
working day, and almost one quarter 11-12 hours

 over 80% of rural migrant workers worked 7 days per 
week, and only 7% worked 5. 

 Poor safety conditions 



Migrant Workers
—Challenges and Problems



Migrant Workers
—Challenges and Problems



Migrant Workers
—Challenges and Problems



Migrant Workers
—New Policies

 Reform experiments as regards the hukou (household 
registration card) system in some cities.

 Abolition of various fees charged specifically to rural 
migrants.

 Partial social security provision for rural migrant 
workers.

 Providing training programmes for rural migrant 
workers.

 Increasing access of rural migrants to public services.



Unemployment Peak 3
—2002-present

 College graduates unemployment 

 Employment opportunities for college graduates have 
been decreasing since the 1990s. 

 In 2003, 83 percent of new graduates were able to secure 
a job. The rate dropped to72.6 percent in 2005,10and 71 
percent in 2007.



Unemployment Insurance
 All enterprises and institutions in urban areas and their employees must 

participate in the unemployment insurance program, under which 
employers pay two percent of their total wage bill and individuals pay one 
percent of their personal wages as unemployment insurance premiums.



Unemployment Insurance
 Laid-off persons must meet three requirements to qualify for 

unemployment insurance:
 (1) the working units and the individuals must participate in the 

unemployment insurance and pay the contribution more than one year; 

 (2) termination of employment is not due to personal reasons; 

 (3)he should fill in the unemployment registration and actively search for job.



Health Insurance
 The basic medical insurance program covers all employers and employees in urban areas, 

including employees and retirees of all government agencies, public institutions, enterprises, 
mass organizations and private non-enterprise units.

 The funds for basic medical insurance come mainly from premiums paid by both employers and 
employees: the premium paid by the employer is about six percent of the total wage bill, while 
that paid by the employee is two percent of his or her wage. Retirees are exempted from paying 
the premiums. The individuals’ premiums and 30 percent of the premiums paid by the 
employers go to the personal accounts, and the remaining 70 percent of the premiums paid by 
the employers goes to the social pool program funds.



Payment standards
 Medical expenses are shared by the medical insurance fund and the individual: 

 Outpatient treatment fees (smaller amounts) are mainly paid from the personal account, while 
hospitalization expenses (larger amounts) are paid mainly from the social pool fund. 

 The minimum and maximum payments from the social pool fund are clearly set out. The minimum 
payment is, in principle, about 10 percent of the average annual wage of local employees, and the maximum 
payment is about four times the average annual wage of local employees. 

 The medical expenses between the minimum and maximum standards are mainly paid from the social pool 
fund, and the individual pays a certain proportion. Expenses paid by retirees for medical treatment and 
medicine are reasonably lower than those paid by people in employment.



Institutional Arrangement of urban Health Care    
Reform 1998
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Health Care Reform 2009

 After three years of hard work, in early April 2009, China unveiled a much 
anticipated blueprint for a new health care system. It also announced a more 
detailed three-year action plan from 2009 to 2011. 

 These two documents show China’s political will to overhaul the existing system 
and establish a new one by 2020.



Health Care Reform 2009

 The Guideline on Deepening the Reform of Health Care System, jointly issued 
by the Central Committee of the Chinese Communist Party and the State 
Council, for the first time clearly defines basic health care as a public  service 
provided to all Chinese citizens. 

 By 2020, China will have a health care system providing “safe, effective, 
convenient and affordable” health care services for both urban and rural 
residents.

 Currently about 200 million Chinese are not protected by any medical 
insurance.



Health Care Reform 2009
 Guideline of the New Health Care Reform

 The Guideline states four important principles:

 People-first principles 

 In accordant with China’s national characteristics.

 Embody the unity of equity and efficiency

 Follow an integrated approach that takes into consideration both long-
term institutional reform and the prominent problems of the day.



Health Care Reform 2009
 Action Plan for the New Health Care Reform: 

2009-2011

 The core of the Reform is divided into five areas:

 (1) Establishment of a nationwide Medical Insurance System;

 (2)Institution of the National Basic Medicine System;

 (3)Building and perfecting the grassroots medical service 
system; 

 (4) Equalization of public health services;

 (5) Pushing forward public hospital reform via experiments.



Health Care Reform 2009
 1)Establishment of a nationwide Medical 

Insurance System 

 In this area of reform, the action plan explicitly states that 
in the next three years, the pre-existing medical insurance 
schemes should be extended to include 90% of all urban 
and rural residents.

 For those economically disadvantaged social groups, the 
government shall provide subsidies to fulfill their 
premium contributions.



Health Care Reform 2009
 1)Establishment of a nationwide Medical 

Insurance System 

 The government’s annual subsidy for the rural cooperative 
medical insurance scheme will be raised to 120 RMB per 
head; the maximum payable indemnity will be capped at 
about six times of annual dispensable incomes for both 
urban and rural residents. 

 The system will also be made more accountable and 
flexible for the public. Strict regulations and greater 
transparency in fund management will generally render 
the insurance fund safer and more amiable to public 
interests.



Health Care Reform 2009
 1)Establishment of a nationwide Medical 

Insurance System 

 For social groups that may not follow easy  categorization 
due to their greater social mobility, the system will adopt 
flexible institutional and technical arrangement to take 
care of their interests. 

 For example, migrant workers will be able to access the 
system using an “electronic card” at different locations 
and levels of service units.



Health Care Reform 2009
 2)The National Basic Medicine System

 Will be centered on the compilation of a new list of basic 
medications and the set-up of a fully independent 
pharmaceutical sector. Medications on the list will be 
subject to national pricing and quality control 
administered by the central government. 

 All public medical establishments will be asked to make 
available these medications on the list. They will also have 
priority in receiving government subsidies and 
reimbursement.



Health Care Reform 2009
 3)The grassroots medical service system

 In the urban area, 3,700 community medical centers and 
11,000 community medical stations will be built or 
renovated to meet growing demands for low-cost medical 
service; the central government is ready to fully fund 
about 2,400 of these medical establishments in regions 
facing financial constraints.



Health Care Reform 2009
 4) Equalization of basic public medical service 

provision 

 The government will build on existing achievements to 
further ensure that every citizen has an equal share in the 
provision of public health.

 From 2009, the government will attempt to establish a 
medical documentary system for each citizen, provide 
regular medical check-ups for all senior citizens aged 
above 65, infants aged below three and pregnant women, 
among other needy social groups; common and 
contagious disease prevention ability will be further 
strengthened.



Health Care Reform 2009
 4) Equalization of basic public medical service 

provision 

 National public health projects will be extended to cover a 
variety of fields ranging from free scanning for prenatal 
deficiency, free operation for poor cataract patients, 
renovation of rural water and lavatory facility to the 
launching of the CCTV Health Channel.



Health Care Reform 2009
 5) Public Hospital Reform Experiments 

 Experiments will be carried out in various regions to 
enforce stricter regulations and impose internal control, 
on the principle of separation between ownership and 
management and perfection of the institutions of 
governance.

 The most important area of reform experimentation 
concerns source of income for public hospitals. surcharges 
derived from prescription of medications will be 
abolished as a legitimate source of income for public 
hospitals, while service charges and fiscal subsidy will 
remain as the only legitimate sources of income. 



Health Care Reform 2009
 5) Public Hospital Reform Experiments 

 The government will raise fiscal subsidy in general, with 
the support of special service departments such as 
emergency service, and special hospitals specializing in 
areas like traditional medicines, contagious diseases, 
psychiatric diseases, health care for women and children.

 public hospitals will be allowed to raise their service 
charge within a reasonable margin, subject to regular 
checks and assessments by health authorities.



The Work-related injury Insurance
 The state stipulates that all enterprises and all individual businesses engaged in 

industry and commerce with employees must participate in work-related injury 
insurance, and pay insurance premiums for all their employees, permanent as well as 
temporary. The individual employees do not pay such premiums. 

 The government determines the differential premium rates according to the degree of 
risk of work-related injuries involved in different sectors, and sets several premium rates 
within each sector according to the insurance payments and occurrence rates of such 
injuries.



Framework of Work-related injury Insurance 
System

 Scope of Application 
 Has been extended to all workers

 Funding Sources
 Employers and employees

 Pay-as-you-go scheme

 Different Rates of Contributions Between Trades
 The standard rates of the three types of trades: 

Low risk(0.5%), medium risk(1%), and high risk(2%)

(% of the total wage bill of the employers)

 Floating Rate of Employers
 Employers with higher rates of industrial injuries pay higher 

contributions



Work-related injury Insurance Benefits
 Work-related Injury Medical Treatment

 Work-related Injury Allowance

 Disability Allowance

 Lump-sum Disability Subsidy

 Dependents Benefits

 Lump-sum Death Subsidy



The Work-related injury Insurance
 The current work injury insurance system of China was established in the 

1980s. 

 By now it has become a nation-wide system. The coverage area of work 
injury insurance has expanded and the number of subscribers and 
beneficiaries has substantially increased. 



Work Injury Insurance
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Current Situation in China Requires to Expedite the 
Development of Work-related Injury Insurance 
 The social security system in China now is insufficient to keep up with the 

requirement of the deepening economic reform, esp. the enterprise 
reform.

 Rapid development of the energy, communications and processing 
industries, which feature a far greater risk of work-related injuries than 
agriculture and the tertiary industry.

 New occupational diseases are on increase. This has been underlined 
recently by an outbreak of major production accidents involving a heavy 
toll on life.



Current Situation in China Requires to Expedite the 
Development of Work-related Injury Insurance 
 Migrant workers from the rural areas, most of whom are not covered by 

work-related injury insurance.

 But they are mostly hired by the coal mining, construction, facing greater 
work-related injury risks

 They encounter great difficulties obtaining compensation when they 
suffer industrial injuries or contract occupational diseases.

 China initiated “Sound and Safe Plan” for migrant-workers’ work-related 
injury insurance in 2006



The Maternity Insurance Scheme
 The maternity insurance system mainly covers urban enterprises and 

their employees, and in some places women employees of 
government agencies, public institutions, mass organizations and 
enterprises.

 The premiums are paid by the employers participating in the 
maternity insurance scheme, and should not be more than one 
percent of the total wage bill. Individual employees do not pay the 
premiums. 



The Maternity Insurance Scheme
 Employers not having participated in the scheme will still be 

responsible for providing maternity insurance benefits. Employees 
giving birth to babies may enjoy a childbirth allowance for 90 days 
according to law. Women employees who have given birth to babies 
or had abortions shall maintain their original wages and positions, 
and get reimbursements for their medical expenses according to 
related regulations.



Existing Problems of Maternity Insurance 
System
 Narrow Coverage

 Offered mainly in state organs, public institutions, state-owned enterprises, collectively 
owned enterprises at and above the county level and in urban areas.

 Low Fund-pooling Level
 Operates between two systems: (1)offered by the employers;(2)offered by way of social 

pooling of funds.

 Benefits Not Standardized
 Different places set different stipulations on maternity insurance treatment and the disparity 

is quite wide.

 Excessive Accumulation of Social Pooling
 Closely associated with the state policy on family planning



Maternity Insurance
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The Trend of Maternity Insurance Reform

 Policy Improvement

 Steady Expanding the coverage

 Improving Medical Services and Management

 Advancing Maternity Insurance and Medical Insurance 
Simultaneously
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Social Relief and Social Welfare



2000-2005 Poverty Criterions

year 2000 2001 2002 2003 2004 2005

Rural poverty 
criterion (RMB)

625 630 627 637 668 683

Rural low-income 
criterion (RMB)

865 872 869 882 924 944

International 
poverty criterion 

(RMB)

876 882 873 884 918 935

Source of the data：CHINA STATISTICAL YEARBOOK、WORLD BANK



Anti-Poverty in rural areas
impoverished population in rural areas  (1978-2007)

year poverty                   impoverished            percentage of

criterion (RMB) population impoverished population(%)

1978 100 250.0m 30.7

1990 300 85.0m 9.4

1995 530 65.4m 7.1

2000 625 32.09m 3.5

2001 630 29.27m 3.2

2003 637 29.0m 3.1

2005 683 23.65m 2.5

2006 693 21.48m 2.3

2007 785 14.79m 1.6

Source：China Statistics Yearbook 2008



impoverished population in rural areas  
(2008-2011)

year poverty                   impoverished            percentage of

criterion (RMB) population impoverished population(%)

2008 1067 40.07m 4.2

2009 1196 35.97m 3.8

2010 1274 26.88m 2.8

2011 2300 128.0m 13.4

Source: China Statistics Yearbook



Housing Security System

publicly accumulated housing funds

the system of generally affordable 
and functional housing

the low-rent housing system

Contribution Rate: 14% - Shanghai

Institutional Arrangement of Housing Security System


