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Abstract

The Chinese government attaches great importance to the construction of social security system, and regarded it as important features and key indicators of a harmonious society, and decided that a social security system covering people in both rural and urban areas should be established. There has been a remarked progress in China’s social security system since the reform and opening up policy was adopted. A social insurance framework including such five kinds of insurance schemes as the basic pension, medical, unemployment, work injury and maternity insurance covering workers in urban areas has been set up, and a pension system and new type cooperative medical system covering people in rural areas are gradually taking shape. By the end of 2008, the number of participants covered under the pension, medical, unemployment, work injury and maternity insurances for people in urban areas reached 218.91 million, 318.22 million, 137.87 million, 124 million and 92.54 million respectively with the number of participants in the first four insurances exceeding 100 millions. However, the proportions of coverage in the above insurances is not very high with 72.%, 52.5%, 45.6% and 41% in the pension, medical, unemployment, work injury insurances respectively. China has about 230 million migrant workers, and this group had low levels of social protection. The coverage of pension, unemployment, work injury and health insurance for migrant workers is 17%, 6.9%, 22%, 21% respectively. At the end of 2009, China promulgated the “Interim Measures for the transfer and continuation of the relationship of the basic old-age insurance of the urban enterprise workers”, and this document could be the foundation for a smooth transfer of the relationship and the expansion of China's basic old-age insurance in the near future. China's medical assistance and minimal living standard guarantee systems have been established, and the development in these two areas has been quite rapid in recent years, but the coverage is relatively small, and the level of benefits is low. In 2008 a total of 14.61 million person-times for medical assistance have been provided, with the government investment of 5.91 billion yuan; By the end of 2008, the number of people covered under the minimum living standard guarantee system reached 23.34 millions, accounting for only 3.8 % of people with registration in urban areas. Compared with the social security coverage in urban areas, that in China’s rural areas is even smaller and benefits level is relatively lower. In 2009, the work on Draft Insurance Law, the Scheme on New Medical Insurance Reform, the Pension Reform for Staff in Public Institutions and the Pilot Program on New Type of Pension in Rural Areas has been done very well.

Although China has achieved a lot in social security, China’s social security system is facing the three major challenges---- population ageing, an accelerated urbanization process and multiple forms of employment. China’s social security system is not suitable to cope with these challenges. In order to better meet these challenges, China will need to address the following key problems on hand: Firstly, there is the lack of policy coordination between government agencies, which all claim some of the responsibilities on social security administration. Secondly, there is the lack of social fairness in social insurance. Thirdly, there is the need of policy improvement. Lastly, the contribution rate to social insurance schemes is quite high. The reform on social insurance coverage is aligned with the social security system reform based on the human-based principle. Centered on the general requirement of developing a well-off and harmonious society, China is aimed to make its social insurance schemes to have wide coverage, and provide basic benefits for all. The social security system should also be a multiple pillar structure with sustainable development. It is imperative to have parallel development of the social insurance, social assistance and social relief system, with the emphasis on pension security, medical security and minimum living standard schemes. 

The development of social insurance should move along the direction of diversification, multiple pillars, and multiple forms. The diversification of the social security system calls for the system to take into policy consideration of the characteristics of the groups of urban employees, rural residents and migrant workers etc. The multiple forms of the schemes calls for meeting the needs of informal employees, civil servants, schools teachers, urban jobless residents etc. The multiple pillars structure requires the development of basic social insurance, supplementary insurance, commercial insurance and social assistance schemes. 

China will keep up its efforts to improve its basic pension insurance and medical insurance schemes, which are to combine social pooling with individual accounts. There is also the need to convert to a funded mechanism. While moving towards a funded account system, fund investment has to be improved to prepare the pension insurance scheme for the population ageing. China also encourages enterprises with favourable financial conditions to set up their occupational pension schemes. Pension reform for public institutions will also be promoted. Social security for all categories of workers in urban areas should be achieved. Therefore, the Chinese government also plans to gradually expand the rural old-age insurance, minimum living standard guarantee system in rural areas and enterprise pension coverage, while achieving new rural cooperative medical insurance coverage, and gradually narrow the gap between urban and rural social security benefits level. So as to better safeguard the principles of fairness and justice in social security.

A social security system is one of the most important social and economic systems in modern countries. Establishing and improving the system suitable to a country’s economic development level is a necessary requirement for a balanced social and economic development, and is an important guarantee for social stability and long term safety for the country. Expanding social security coverage is a key element in improving the social security system. However, the task of expanding social security coverage is especially tough and arduous in the case of China, as China is the biggest developing country in the world with the most populous people, low starting point in economic development, and unbalanced development levels between regions and between urban and rural areas.

The Constitution of the People’s Republic of China clearly stipulates that the State should establish and improve the social security system suitable to its economic development level. Based on China’s situation and in line with the People First Principle, the Chinese Government attaches great importance and is committed to establishing and improving the social security system. It also regards economic development as the basic preconditions for improving people’s livelihood and social security. The Decision on Some Key Issues Concerning Establishing a Harmonious Socialist Society adopted by the Sixth Plenary Session of the Sixteenth Congress of the Communist Party of China (CPC) in 2006 put issues concerning people’s livelihood and social security in strategic positions, and regarded them as important features and key indicators for a harmonious society, and decided that a social security system covering people in both rural and urban areas should be established. 

There has been a remarked progress in China’s social security system since the reform and opening up policy was adopted. A social insurance framework including such five kinds of insurance schemes as the basic pension, medical, unemployment, work injury and maternity insurance covering workers in urban areas has been initially set up, and a pension system and new type cooperative medical system covering people in rural areas are gradually taking shape. By the end of 2008, the number of participants covered under the pension, medical, unemployment, work injury and maternity insurances for people in urban areas reached 218.91 million, 318.22 million, 137.87 million, 124 million and 92.54 million respectively with the number of participants in the first four insurances exceeding 100 millions. However, the proportions in the above insurances is not very high with 72.%, 52.5%, 45.6% and 41% in the pension, medical, unemployment, work injury insurances respectively.。By the end of 2008, the number of people covered under the minimum living standard guarantee system reached 23.34 millions accounting for only 3.8 % of people with registration in urban areas. However, the social security coverage in China’s rural areas is even smaller and benefits level relatively lower. Faced on this tough situation, China is now stepping up efforts to establish a social security system covering people in both urban and rural areas. Premier Wen Jiabo reiterated the importance of people’s livelihood and social security system in the 2008 Government Work Report, one quarter of the Report were concentrated with contents about this aspect, which reflect the Central Government’s high attention on this issue. In 2009, the work on Draft Insurance Law, the Scheme on New Medical Insurance Reform, the Pension Reform for Staff in Public Institutions and the Pilot Program on New Type of Pension in Rural Areas has been done very well.

1. Brief Overview on Social Security System in China

1.1 Evolution of Social Security in China

After the founding of the People’s Republic of China, the social security system can be divided into four periods.

1.1.1 The period of traditional planed economy (from 1949 to 1978)
The main feature of the social security system in this period was closely linked with the planed economy, which can be divided into three separate parts based on benefits sources and participants’ identity, that is benefits from the State, benefits from the units where the participants work and benefits from rural collective cooperatives, among the three benefit sources, the units are the dominated one.

1.1.2 The transitional period from 1978 – 1992 when reform explored and carried out
In this period, the key task of economic structure transformation in China was to reform the operational mechanism of enterprises, enhance enterprises’ vitality and carry out various kinds of accountabilities on business operations with contracting out as main options. Under this context, the guidelines of social security reform was positioned on serving the needs arising from the reforms in enterprises, and social security system reform put as part of the overall reform measures in enterprises, which served as a entry point for breakthrough in the overall reform package.

As for the reform steps, reforming the pension system for workers in urban areas and establishing the unemployment ( or Daiyie in Chinese meaning waiting for a job) insurance served as a entry point, and with relevant reform measures being put in place for enterprises, other kinds of insurance schemes were gradually set up. In the aspect of the pension system, the State launched a pilot program on social pooling for pension fund in the collective owned enterprises in 1984. For the stated owned enterprises at city and county levels, the principle “the amount of collecting contribution depended on the amount of expenditure in benefits, and there should be an appropriate surplus in the budget”, and a unified collection of contribution and a unified distribution of pension benefits was adopted; In 1991, the State Council issued the Decision on Reform of Pension Scheme for Workers in Enterprises in which the basic pension, supplementary pension scheme and individual savings are combined as an insurance package with the State, enterprises and individuals jointly paying contributions, and which also clearly stipulates that the pension fund is collected through social pooling from city and county level gradually to provincial level. In term of unemployment insurance, in 1986, in order to implement the labor contract system conducted in the state owned enterprises, the State Council issued the Tentative Regulation on Daiyie (waiting for a job) Insurance for Workers in the State Owned Enterprises leading to for the first time the establishment of the Daiyie insurance system for workers in enterprises, which created conditions for enterprises to carry out labor employing system reform and retain workers with a labor contract. In 1993, in order to coordinate the implementation of the Rules on Transforming Business Operations in the Public Owned Industrial Enterprises and give the discretion of large and medium sized enterprises on labor, personnel and wage distribution, the State Council made some revisions in the Tentative Regulation on Daiyie (waiting for a job) Insurance for Workers in the State Owned Enterprises issued in 1986 and released the Regulation on Daiyie (waiting for a job) Insurance for Workers in the State Owned Enterprises which expanded the coverage of workers who were waiting for a job, and required that enterprises establish a fund for Daiyie insurance used for guaranteeing their basic living standards.

1.1.3 The period in which a framework was initially formed from 1993 to 2004

In 1993, the Third Plenary Session of the Fourteenth National Congress of the CPC adopted the Decision on Issues Concerning the Establishing of the System of Socialist Market Economy, in which one of the five parts relating to the fundamental framework of socialist market economy is the establishing of social security system and which included the main contents on social security system in China. Later, in line with the objectives, takes and basic principles set out by the Third Plenary Session of the Fourteenth National Congress of the CPC, social security system reform in urban areas was conducted, focusing on reforming pension, medical insurance and unemployment insurance system. In terms of the pension scheme, in 1995, the State Council released the Circular on Deepening Reform on the Pension Scheme for Workers in Enterprises, stipulating that a system of combining social pooling with individual accounts should be established and the contribution for the pension fund be jointly made by the enterprises and individuals. At the same time, the decision on conducting a pilot program on establishing the system of combining social pooling with individual accounts throughout China was made. In terms of medical insurance, in 1995, a pilot program was conducted in Zhengjiang City of Jiangsu Province and Jiujiang City of Jiangxi Province and a medial insurance system of combining social pooling with individual accounts began to be explored. In 1996, the State Council issued the Opinion on Enlarging the Pilot Program on Medical Insurance Reform for Workers, leading to the number of pilot cities implementing the medical insurance scheme expanded to 38. In terms of work injury insurance, in 1996, based on summarizing experience accumulated from different regions, the former Ministry of Labor issued the Tentative Method on Work Injury Insurance for Workers in Enterprises which standardized the requirements on claiming work injury compensation, benefit levels and management procedures and began to set up the work injury insurance fund. In 1994, the Ministry of Labor issued the Tentative Method on Maternity Insurance for Workers in Enterprises which standardized practices on the coverage of the maternity insurance, levels at which contributions are collected, fund raising and benefits payment etc., pushing forward the maternity insurance reform.
Since 1997, in accordance with the requirements set out by the Fifteenth National Congress and the Sixteenth National Congress of the CPC, the pace of social security reform has been quickened in China. The State Council issued the Decision on Establishing a Unified System of Basic Pension System for Workers in Enterprises in 1997, which unified the basic pension system in China. In 1998, the Decision on Establishing Basic Medical Insurance System for Workers in Urban Areas was released, which clearly stipulates the methods of basic medical insurance system for workers in urban areas and its reform direction. In 1999, the Rules on Unemployment Insurance was issued which further defined the coverage of insurance, methods on funds collection, contribution rates, requirements of eligibility and benefits levels. In the same year, the State Council issued the Regulation on the Minimum Living Standards for Residents in Urban Areas and the Tentative Regulation on Collecting Social Insurance Contributions which standardized practices on social assistance for residents in poverty in urban areas and methods on social insurance contribution collection. In 2004, the Rules on Work Injury Insurance was issued, which also clearly defined its coverage, methods on funds collection, contribution rates, eligible requirements and benefits levels.

In order to explore and seek experience on transformation of single social insurance schemes into construction of a comprehensive social security system, in 2000, the State Council issued the Circular on Pilot Program of Improving Social Security System in Urban Areas, and in the same year, a pilot project was conducted in Liaoning Province, and the transformation of single social security schemes covering only state owned enterprises into construction of a system covering all workers in urban areas began to take shape. During this pilot project, the basic pension, medical insurance, unemployment insurance for workers in urban areas, as well as the minimum living standard guarantee system for residents in urban areas began to be gradually and systematically improved. In 2004, based on the experience accumulated through the pilot project in Liaoning Province, the State Council expanded the pilot project to be implemented in Heilongjiang Province and Jilin Province. The social security system in the three pilot provinces is constantly improved and initial results have been made in terms of constructing a system, improving policy framework, solving issues arising during structural transitional period and exploring to build a long term social security system.

During this period of time, establishing a rural pension system and a new type rural medical cooperative system was also explored in China, and efforts on securing the minimum living standard in part of rural areas were made. By the end of 2004, the framework of the social security system including the pension, medical insurance, unemployment insurance and minimum living standard for residents in urban areas which were suitable for the needs of socialist market economy initially took shape. 

1.1.4   The period of an integrated development of the social security system covering both urban and rural areas after 2005

The reform of social security system carried out in China mainly focused on people living in urban areas prior to 2004. However, the reform entered a new phase with an integrated social security system covering both urban and rural areas being developed, and a comprehensive and unified management methods formed after 2005. In 2005, the State Council issued the Decision on Improving the Basic Pension Scheme for Workers in Enterprises, which realized the expansion of the pension scheme coverage from only formally employed workers into those in flexible employment, reformed the methods on calculating pension benefits, strengthened mechanism on stimulating and regulating practices in this aspect and established a long term mechanism. In 2006, the State Council issued the Opinion on Addressing Issues Concerning Rural Migrant Workers and the Office for General Affair of the State Council released the Ministry of Labor and Social Security’s Circular on Guidelines in Launching Efforts on Employment Training and Social Security for Displaced Farmers. Since then, the process of building up a social security system covering rural migrant workers began in China, during which those displaced people were carefully dealt with in securing their livelihood due to the urbanization process. In 2007, the State Council issued the Circular on Establishing the Rural Minimum Living Standard in China, the Guidelines on Conducting a Pilot Program on Basic Medical Insurance for Residents in Urban Areas, which stipulates that a minimum living standard should be established as a bottom line for securing residents’ livelihood, at the same time the coverage of medical insurance was expanded from employed people to non-employed people.

So far, a multi-tiered social security system with social insurance, social assistance and social welfare as the basis and with supplementary insurance, funds from charities and commercial insurance as supplements has been initially formed, with the aim of meeting the needs of people on social security. The social security coverage has been gradually expanded from covering workers in state owned enterprises to covering people from various kinds of institutions in the society, including people in flexible employment, and from covering residents in urban areas to covering rural residents. The welfare system featured by working units providing their staff with benefits has been transformed into a social security system covering residents in both urban and rural areas. Not long ago, the State decided to establish a new type of pension system for rural residents, which is another favorable measure for farmers after initiatives on abolishing agricultural taxes, providing direct subsidies for farmers and establishing farmers’ new cooperatives.

1.2 Innovation in practice and breakthrough in theory concerning social security

Expansion of social security coverage lies in innovation in practice and breakthrough in theory.

Innovation in terms of system, mechanism and structure has been made. After many years of reform, the social security system has been adapted to the needs of the market economy and realized the transformation of the system from enterprise security to social security. There are some innovations in the pension and medical insurance scheme, a system with a combination of social pooling with individual accounts is practiced. The five kinds of major insurance schemes have realized social pooling, and an insurance fund raising mechanism has been established with employing unit and workers jointly paying contributions, and the government providing subsidies. Institutions on handling issues concerning social insurance have been established, policies formulation and executive management are separated, insurance fund raising levels has been raised to higher levels. Services on management by local departments and socialized management are promoted. 

Innovations on formulating policies with Chinese characteristics concerning basic living standards for laid-off workers have been made. In order to transform operational mechanism of state owned enterprises with the aim at reducing the number of workers and improving the efficiency, a system of minimum living standard, unemployment insurance and basic living security for vulnerable groups, such as laid-off workers and unemployed people has been set up, which made it possible for more than 40 million laid-off workers in state owned enterprises to enter the reemployment service centers with a stable exit from these enterprises and entering the labor market without a big impact on the society, and this move really created a miracle in the world.

Breakthrough has been made in social security theory. As the phenomenon of arrears of pension benefits for retired worker in enterprises is very serious due to the inappropriate management method that used to allow the enterprises to submit only the surplus between the contribution of their part and the amount of benefits for retired workers to social insurance agencies in the late 1990s’, the theory on establishing a social security system independent of enterprises and institutions was put forward. In 2008, in line with the objectives of “Establishing a social security system covering residents in urban and rural areas”, the theory on establishing a social security system with Chinese characteristics with multi-tiered and diversified levels, which feature the following four aspects: first, a combination of fairness and efficiency; second, a combination of basic insurance and supplementary insurance; third, a combination of unification and specific characteristics. A social security system covering both urban and rural areas must be comprehensively considered and designed with a unified method in management so as to avoid a “fragmented” system as it will create frictions in the operation of the system. At the same time, the unbalanced development levels between urban and rural areas and between different regions must be faced up. These differences caused by unbalanced development levels should be fully considered and reflected under the unified system and regulations, and should give local authorities enough leeway. Special attention should be given to rural areas and the role of family and land use be given to a full play, and different methods and measures be adopted in urban and rural areas; fourth, a combination of considering issues arising from the past and current situation and the future prospects. Debts from the past due to structural transition should be paid off, but at the same time, the interests of current participants of social insurance schemes be secured. Gaps between people with social security benefits and people without benefits, and people with high level of benefits and people with low level of benefits should be reduced. Preparations for future aging population should be made in advance.

Construction of the system, legal framework and service provision were paralleled with the same importance. System construction was paid attention to while management of social insurance agencies was strengthened. Standards on services provided by social insurance agencies were appropriately set up. Institutional capacity building for social security agencies in urban areas was strengthened and the number of staff members in these agencies was increased, and working conditions for them improved. Construction of standardization, information and professionalism on service provisions by these agencies was pushed forward to raise management levels in social security service delivery focusing on interests and convenience for participants when they ask for services in this regard, and priorities in service delivery were changed from only focusing on benefits security to both benefits and services security. Legal framework construction was actively promoted, law enforcement strengthened, scales of law enforcement and inspection expanded, procedures of inspection improved, capacity building for law enforcement force strengthened, all of which provided legal framework security for effective implementation of social security system.

In recent years, on the basis of guaranteeing the payment of various kinds of benefits of social insurance schemes, the State constantly explore ways to establish an adjusting mechanism suitable to benefits levels and economic development so as to steadily improve various kinds of benefits levels and make people enjoy outcomes arising from economic and social development. The social security system reform not only realized the socialization on collecting social insurance funds, but also realized socialization of social security services delivery which reduced heavy burdens afforded by enterprises and institutions arising from dealing with social insurance affairs. 

2. Current situation on expansion of social security coverage

After constant and unrelenting efforts for 60 years, a social security framework suitable to the socialist market economic structure and economic development levels has been established in China, realizing the transformation of the social security system from welfare provisions by working units for workers to a solidarity system, realizing a major change from a system covering workers in urban areas to a system covering residents in both urban and rural areas. More and more residents in urban and rural areas are now enjoying basic social security.

2.1 Expansion of coverage of the pension scheme

The pension scheme in China is a multi-tiered system. In terms of its coverage, it consists of two parts – the pension scheme for residents in urban areas and the pension scheme for residents in rural areas. 

2.1.1 Pension scheme covering residents in urban areas

Construction of pension scheme covering residents in urban areas. This scheme mainly consists of basic pension and individual accounts, and the contribution rates of basic pension is 20% of the average income paid by the enterprises, and workers pay 8% of their wages. The State refers to the CPI and income increases of workers to make adjustments on basic pension benefit levels.

The Coverage of the scheme. Currently, the coverage of this scheme has been expanded from workers in enterprises to self-employed individuals and people in flexible employment, with the number of participants increasing all the time. According to statistics, the number of participants in the scheme has been increasing from 1997–2008 throughout China, and reaching 218.91 million at the end of 2008 (see Figure 1).

Revenue and expenditure of the pension fund. The amounts of revenue and expenditure are increasing year by year. In 2008, the total amounts of revenue stood at 974 billion Yuan, an increase of 24.3% over the previous year, among them the amount collected reaching 801.6 billion Yuan, subsidies financed by various level of governments being 143.7 billion Yuan. The total amount of expenditure was 739 billion Yuan, an increase of 23.9% over the previous year.

A normal adjustment mechanism of pension benefits established and improved. In 2009, the average monthly pension per retired worker has exceeded 1000 Yuan and by 2010, the figure will reach 1200 Yuan.

Replenishment of individual account. Due to flaws and fund shortage in the social security system in China, there are a lot of empty individual accounts existing for the past years. By the end of 2008, pilot programs on making a full individual account had been conducted in 13 cities and provinces, such as Liaoning Province, Jilin Province, Helongjiang Province, Shanghai Municipality etc., and the amount of fund injected into these accounts reached 110 billion Yuan.

Levels of social pooling. In 2008, there were 18 provinces and Xinjiang Production Construction Group in China that established the mechanism of social pooling at provincial level. Preparations for pilot projects on reform of pension scheme covering people in public institutions were made in 5 cities and provinces, such as Shanxi Province, Shanghai Municipality, Zhejiang Province, Guangdong Province and Chongqing Municipality. By the end of 2009, all the 31 provinces in China has arranged for a timetable on social pooling at provincial level and efforts on conducting pilot projects on reform of pension scheme covering people in public institutions are steadily pushed forward.

Enterprise pension scheme ( or supplemental pension). The enterprise pension system was established in 1991. By the end of 2008, there were a total of 33,000 enterprises having established pension schemes, covering 10.38 million workers. The total amount of accumulated fund of these pension schemes reached 19.11 million at the end of 2008.

2.1.2 Pension scheme in rural areas　
At the end of 2008, the number of people covered by the pension scheme for residents in rural areas stood at 55.95 million, and a total of 5.12 million farmers receive benefits in 2008. Also at the end of 2008, efforts on providing social security for farmers who lost their land were launched in 27 provinces and 1201 counties, covering 13.24 million farmers who lost their land and are included into basic living standards or pension system. At present, in accordance with the State Council Guidelines on Conducting Pilot Program of New Type of Rural Pension Scheme (Document No.32, 2009), China is now conducting a pilot program on the new type rural pension scheme. The also called Xin Nong Bao in Chinese, meaning new rural insurance, is different from other types of rural insurance schemes in the following aspect: firstly, in terms of fund sources, in the past, farmers have to pay the pension scheme by themselves, in fact, it is a type of self savings, while the biggest difference of the new type scheme is that it is funded by three channels: individuals, collectives and government. The specific contribution rates are decided by local governments, and the contribution rates usually are based on the average income of farmers within the jurisdiction of local counties over the previous year, and in principle the contribution rate is 4% -8%, but if farmers are willing to pay more, the rate can be less than 15%. Secondly, previous schemes were mainly involving farmers’ individual accounts while the new type rural insurance scheme involves two parts of fund sources in payment of benefits; the first part is the basic pension benefits, the second is benefits from the individual accounts. The basic pension benefit standards depended on such factors as the minimum living level in rural areas, the poverty level, incentives and supporting policies on family planning, farmers’ income levels etc., which are decided by the State Council and appropriately adjusted based on the economic development and CPI changes. The benefit standards can be raised based on the local financial strengths. According to the current pilot program of the new type rural scheme, the bottom line of the benefits is 55 Yuan, which are fully financed by the central revenue. In other words, the Chinese farmers will enjoy a benefit financed the State after they reach 60 years old. According to a plan, all farmers throughout China will enjoy benefits prior to 2020.

In terms of participation of rural migrant workers in the insurance scheme, as they frequently move from one place to another, and may become residents in urban areas or return to their hometown, and if they participated in the basic pension scheme for residents in urban areas and enjoy the same treatment as urban residents, they will not need to participate in the new type rural insurance scheme. If they are not qualified for the requirements of the pension scheme in urban areas, for instance, their accumulated working years during which they paid contributions is less than 15 years required, according to relevant regulations, their accumulated contributions can be transferred to their individual accounts in the new type pension scheme for residents in rural areas, and they can get benefits according to requirements of this rural scheme.

Table 1 Coverage of Pension Scheme in China

	Pension Types 
	Number of people already being covered

(in 10,000)
	Total number of population
(in 10,000)
	Percentage of covered people in the total 

	Basic Urban Pension Scheme (by the end of 2008)

	218.91 million
	Employed population in urban areas: 302.1 million
	72.50%

	Rural Pension Scheme (by the end of 2008)
	55.95 million
	Population in rural areas: 721.35
	7.8%


Notes: 1. Data sources: the Ministry of Human Resources and Social Security.

      2. Participants covered in the insurance schemes/total number of employed people in urban areas.

      3. Participants covered in the insurance schemes are current workers (not including the retired).

2.2 Unemployment insurance

The unemployment insurance framework is formed in line with the Unemployment Insurance Regulation issued in 1999, in addition to distributing unemployment benefits to the unemployed, this framework has a function of promoting reemployment. The contribution rate of unemployment insurance is calculated and based on the total amount of wages in enterprises (2% of the total) plus a worker’s wage (1% of the worker’s wage ). An unemployed person can enjoy unemployment compensation for 12 to 24 months. Based on the different levels of economic development in different regions, unemployment standards may vary.

The unemployment insurance covers workers in enterprises or institutions in urban areas. In terms of fund collection, it is stipulated that the State, employment units and workers jointly pay an appropriate contribution of their part. In terms of expenditure, the role of the unemployment insurance in securing basic living standards for unemployed persons is highlighted, at the same time, the principle of linking basic living standards with efforts in promoting reemployment is also clearly defined, which means that the unemployment fund will not only be used in securing basic living for unemployed persons, but part of the fund can be allocated for subsidies in conducting vocational training and job placement for them.

In terms of interfaces of different schemes, the unemployment insurance scheme is connected, supported and supplemented each other with the laid off workers’ basic living security system and the minimum living standard guarantee system for residents in urban areas. After the release of the Regulation on Unemployment Insurance, the coverage of the unemployment insurance is expanding year by year (see Figure 1).

Figure 1 Changes in the number of participants covered by unemployment insurance since the Regulation on Unemployment Insurance issued. (in 100 million)
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Sources: Compiled from statistics of Labor and Social Security Development Report over the past ten years.

In terms of the coverage, although the number of people covered in the unemployment insurance is expanding year by year, the majority of them is in the state owned enterprises and collectively owned enterprises in urban areas with a very limited number in private enterprises in urban areas. According to a survey (see Table 3), the highest proportion of participants covered is from the state owned enterprises, 58.1%, followed by joint ventures and collective enterprises, 36% and 28.4% respectively, while the proportion of participants from private enterprises is only slightly higher than 12%. 

Table 2  The Distribution of the unemployment insurance coverage in urban areas in China

	Year 
	Number of participants (in 10,000 )
	Persons employed by working units in urban areas (in 10,000 )
	Employed persons in urban areas (in 10,000 thousand)
	Persons employed by private enterprises in urban areas (in 10,000 )
	Total number of persons employed (in 10,000 )
	Percentage in persons employed by working units

(%)
	Percentage in employed persons

(%)
	Percentage in the total number of persons employed (%)

	2005
	10648
	11404
	27331
	3458
	75825
	93.4
	38.9
	14

	2006
	11187
	11713
	28310
	3954
	76400
	95.5
	39.5
	14.6

	2007
	11645
	12024
	29350
	4581
	76990
	96.8
	39.7
	15.1

	2008
	12400
	12193
	30210
	
	77480
	102
	41
	16


Sources: Compiled from data in China Statistics Yearbook and Labor and Social Security Development Statistics from 2005 to 2008.

2.3 Medical Insurance

2.3.1 The Basic Medical Insurance Scheme in urban areas

In 1998, the Chinese Government issued the Decision on Establishing the Basic Medical Insurance Scheme for Workers in Urban Areas, and began to push forward the reform on the basic medical insurance scheme for workers in urban areas. This basic medical insurance covered all members and retired persons in public organs, institutions, various kinds of enterprises, social groups and civil non-enterprises units. In addition, the State also supported the establishing of schemes on subsidies for civil servants, subsidies on large amounts of medical costs and supplementary medical insurance scheme for enterprises.

At present, the main components in the medical insurance system in China include the following: the basic medical insurance system with a combination of social pooling and individual accounts has been established for workers in urban areas. The sources of the fund are mainly from contributions jointly made by employing units and individuals with the employing unit paying a share of 6% of the total amount of the average wages of workers in enterprises and an individual paying a share of 2% of his or her wages. The retied persons do not pay contributions. Medical costs spent by participants are jointly paid by the medical insurance fund and individuals. By the end of 2008, the total number of participants covered in the basic medical insurance scheme in urban areas reached 318.22 million, an increase of 95.11 million compared with the figure at the end of 2007. Among them, the number of participants covered in the basic medical insurance scheme for urban workers reached 199.96 million, an increase of 19.76 million compared with that at the end of 2007 and the number of participants covered in the basic medical insurance scheme for urban residents reached 118.26 million, an increase of 75.35 million compared with that at the end of 2007. The target in 2009 is that the number of participants in the medical insurance scheme for both workers and for residents in urban areas will reach 390 million, plus the number of people covered in the new type rural medial cooperative scheme, on the whole there will be a total number of 1.2 billion Chinese citizens enjoying the basic medical security in 2009.

China has been trying to expand the medical insurance coverage. The first initiative on this is to include people in flexible employment into the coverage of medial insurance. The former Ministry of Labor and Social Security released the Guidelines on Including Urban Workers in Flexible Employment into Medical Insurance, which stipulates that people in flexible employment should be included in the basic medical insurance and corresponding measures be taken and tailored for different types of flexible employments. In terms of policies and measures, they should not only be suitable for the basic medical insurance for urban workers, but also be suitable for the features of workers in flexible employment. The second initiative is that China actively pushes people in non public sectors to participate in medical insurance. In May 2004, the former Ministry of Labor and Social Security issued the Opinion on Pushing People in Non Public Sectors to Participate in Medical Insurance, which required that people in non public sectors should participate in the medical insurance.

Considering that residents in urban areas were excluded from the medical insurance for a long time, in 2007, the State issued the State Council Guidelines on Conducting Pilot Program on Basic Medical Insurance for Urban Residents (Document No. 20, 2007), which stipulates that all resident with no jobs in urban areas should be gradually covered. The urban residents covered in the medical insurance are defined as those who are not in the basic medical insurance for urban workers, including students in primary and middle schools (including students in vocational schools, colleges and skilled workers schools), young people and children, as well as other residents with no jobs. The urban resident medical insurance fund is mainly from contributions from families and the government provides an appropriate amount of subsidies for it.

2.3.2 New type rural cooperative medical scheme.

The new type rural cooperative medical scheme is a solidarity medical system for farmers with government providing guidance and support, farmers’ voluntary participation, funds raised jointly by individuals, collectives and government which are used for major diseases. Funds collected through the following main channels: subsidies by central and local finances, supported by collective organizations and contributions paid by farmers, which are mainly used for costs in farmers’ admission to hospitals and serious diseases. 

In October 2002, the Central Body of the CPC and the State Council’s Decision on Strengthening Efforts on Health of Residents in Rural Areas, which clearly stipulates that a new type rural cooperative medical system should be established. According to the Chinese government arrangements, by the end of 2010, the new type rural cooperative medical system will cover rural residents. By the end of 2008, there were already 2729 counties establishing new type rural cooperative medical scheme, covering all counties (cities and districts) where rural residents resides. The number of farmers participating in this scheme reached 815 million, accounting for 91.5% of the total.

2.4 Work injury insurance

The work injury insurance in China refers to such kind of a social insurance system as when a worker suffered from injuries of an accident or professional diseases, resulting in his or her temporary or permanent lost of work capabilities, as well as death while he or she was engaging in his or her duties or under special circumstances specified, the worker in question or his or her relatives can get a compensation from the State and society. China is now establishing a work injury insurance system with a combination of work injury prevention, work injury compensation and work injury rehabilitation. 

Construction of the system. In 2003, the State Council issued the Regulation on Work Injury, and after that, the local governments released local laws and regulations in line with the national Regulation. In 2005, the former Ministry of Labor and Social Security together with the Ministry of Personnel, Ministry of Civil Affairs, Ministry of Finance jointly released the Circular on Issues Concerning Work Injury of Staff Members in Public Institutions and Non Profit Civil Groups. With the launching of efforts on establishing work injury insurance scheme for pubic institutions, a work injury insurance system covering people in enterprises, public institutions as well as self-employed individuals was fully established.

With the improvement of laws and regulations in this aspect and efforts made by the government, the number of participants and people enjoying the compensation of the work injury insurance has been increasing very quickly in recent year. The work injury insurance fund is gradually increased and standards of word injury compensation is also established and improved. At present, the work injury compensation standards are as follows:

Table 3  Work injury insurance compensation standards

	Compensation types
	Way of payment
	Payment standard
	Requirements of payment
	Payment sources

	Wages retained 
	Monthly 
	The amount of the individual’s wage
	During the period when the individual stops working, but receives wages.
	enterprises

	Living care allowance
	Monthly 
	Based on such three kinds of degrees as totally unable, largely unable and partly unable to which an injured worker can not live on his or her own, the amount of payment is 50％,40％ and 30％ of the average monthly wage of the insured worker recorded in the previous year within the region participating the social pooling.
	During the period when the injured worker can not live on his or her own after the period of stopping work and receiving wages expires
	Work injury insurance fund

	Disability subsidy 
	A lump sum
	Calculated by the injured person’s monthly wage, the amount of payment vary from 24 month’s wage when deemed as the first degree of injury to 6 month wage when deemed as the tenth degree of injury, with every 2 month per degree gradually decreasing from 24 to 6 month.   
	Degree of injury is from one to ten
	Work injury insurance fund

	Disability benefit
	monthly
	Calculated by the injured person’s wage, with 90% of the wage when deemed as the first degree to 75% of the wage when deemed as the fourth injury, with 5% per degree gradually decreasing from 90% to 75%.
	Degree of injury is from one to four
	Work injury insurance fund

	Medical subsidy on work injury and job subsidy on injury and disability
	A lump sum
	Decided by the provincial, autonomous region and municipality government


	Labor contract expires or the injured worker asks for relieving labor contract or termination of labor relations.
	Employing units

	Death and funeral subsidies


	A lump sum
	Calculated by the average wage of insured workers recorded in the previous year within the region participating the social pooling.


	Death caused by work accident
	Work injury insurance fund

	Benefits for the family of the deceased
	Monthly 
	Calculated by a certain amount of proportion of the deceased worker’s wage.
	Relatives of the deceased have to be supported before the deceased dies
	Work injury insurance fund


Coverage of the work injury insurance. Before the Tentative Method on Work Injury Insurance in Enterprise was implemented, participants are mainly workers and staff members of the state owned enterprises. However, the coverage of the work injury insurance has rapidly expanded since 2004 (see table 6).

Table 4  The Number of participants and people receiving compensation in work injury insurance in China (in 10,000 persons)

	year
	Number of participants
	Increase over the previous year
	Number of people receiving compensation 
	Increase over the previous year

	1995
	2614.8
	43.5%
	7.1
	

	2000
	4350.3
	9.8%
	18.8
	25.0%

	2001
	4345.3
	-0.1%
	18.7
	-0.6%

	2002
	4405.6
	1.4%
	26.5
	41.7%

	2003
	4574.8
	3.8%
	32.9
	24.2%

	2004
	6845.0
	49.6%
	51.9
	57.8%

	2005
	8478.0
	23.9%
	65.1
	25.4%

	2006
	10268
	21.1%
	77.8
	19.5%

	2007
	12173
	18.6%
	96.0
	23.4%

	2008
	13787
	13.3%
	117.8
	22.7%


Sources: China Labor Statistics Year Book in 2009, China Statistics Publishing House, 2009
At present, the work injury insurance practices the pay-as-you-go system and the principle concerning the work injury insurance fund is “the amount of fund collection is dependant on the amount of expenditure, and reaching a balance between revenue and expenditure”. The current fund collection rate is on the average 0.9% of the total amount of wages in enterprises which is fully afforded by enterprises that pay different rates stipulated. Several different rates are specified within each sector. The principle of “compensation of no faults” is carried out.

2.5 Medical assistance

The medical assistance is an integral part of the social security system in China, which has a special and important meaning in building a harmonious society. So far, all counties (cities and districts) throughout China have established City Medical Assistance System. The government helps to ease burdens of medical costs for people living in poverty by various kinds of means. Poor farmers are subsidized to participate in the new type rural cooperative medial scheme and poor residents in urban areas are subsidized to participate in the basic urban medical insurance scheme and make them enjoying the same medical security as other people. The State also mobilizes social resources to solve issues on medical problems for poor people through multiple means of social assistance, public donation and reduction or exemption of medical costs charged by medical institutions. In order to meet the basic medical demands of poor people, the Ministry of Civil Affairs, the Ministry of Finance, the Ministry of Human Resources and Social Security and the Ministry of Health jointly issued the Opinion on Improving the Medical Assistance System in Urban and Rural Areas in 2009, which simplified the assistant procedures and give the medical assistance as the first aid for people to a full play. For the recipients of the medical assistance such as people enjoying the minimum living standards in urban and rural areas, by showing relevant certificates or certified materials, their medical costs charged by appointed medical institutions should be paid instantly by medical assistance system. The recipient of the assistance only pay the portion required for them. 

In 2008, a total of 5.13 million person-times in urban areas received medical assistance, an increase of 26.2% over the previous year, and a total of accumulated 2.35 billion Yuan spent in the whole year on medical assistance in urban areas, an increase of 88% over the previous year. A total of 9.481 million person times in rural areas received medical assistance and a total of 27.861 million person times participated in medical cooperatives funded by the civil affairs departments, and a total of accumulated 3.58 billion Yuan spent on rural medical assistance in 2008, an increase of 52.3% over the previous year. The expenditure on the medical assistance is mainly from the government with central finance investing 5.04 billion Yuan for both urban and rural medical assistance and local finance investing 4.25 billion Yuan in 2008.

2.6 Maternity insurance

2.6.1 Framework of the Maternity insurance

Maternity insurance is a kind of social policy on providing living security and economic assistance for pregnant and bearing women legalized by laws issued the State. The aim of this insurance is to help them regain labor capability and return to work by providing them with maternity benefits, medical services and maternity leaves. In 1988, reform on maternity insurance system began to be implemented in part of China. In 1994, the former Labor and Social Security issued the Tentative Measure on Maternity Insurance for Workers in Urban Areas, which mainly covered enterprises in urban areas and their workers. According to Provisions stipulated in the Measure, employing units participating in the social pooling maternity insurance should pay contribution to local social insurance agency. The contribution rate is decided by the local governments, which is based on the maternity benefits and medical expenditure, with the maximum rate can not exceed 1% of the total wage, the individual workers do not pay the contribution.

2.6.2 Coverage of the maternity insurance

The coverage of the maternity insurance is steadily expanding in various regions throughout China after it adopted the opening up policy. The average annual growth rate is 11% between 1997 and 2008 in terms of the number of participants in the maternity insurance scheme. By the end of 2008, the number of participants in the maternity insurance scheme stood at 92.54 million in China, accounting for 58% of the total. The number of insured persons enjoying maternity benefits reached 1.08 million in the same year in China.

Table 5  The number of people covered in the maternity insurance scheme in China (in 10,000 persons)

	Year 
	1993
	1994
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002

	Number of participants
	557
	916
	1500
	2016
	2486
	2777
	2930
	3002
	3455
	3488

	Year 
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	
	
	

	Number of participants
	3655
	4384
	5389
	6459
	7775
	9254
	9794
	
	
	


Sources: China Labor Statistics Yearbook from 1993 to 2009
2.7 Establishing of the minimum living standards of residents in urban and rural areas in China and its coverage

The minimum living standard guarantee system for residents in urban and rural areas is an important part in the national social security system and is an essential channel in securing basic living standards for urban and rural people in poverty. Since the middle of 1990s’, the coverage of the minimum living standard guarantee system is gradually expanding from some cities to all cities throughout China, and further expanding from urban to rural areas.

2.7.1 Evolution of the minimum living standard guarantee system in urban and rural areas in China

2.7.1.1 The minimum living standard guarantee system in urban areas

The development of the minimum living standard guarantee system in urban areas in China underwent four periods:

The pilot period (between 1993 and 1996)  In June 1993, the Civil Affairs Bureau of Shanghai Municipality put forward a plan on establishing a security line on minimum living standards for residents in urban areas and issued the Circular on the Security Line of Minimum Living Standard for Residents in Urban Areas in Shanghai. In the same year, a total of 7680 people obtained basic living security through this system. This is the earliest minimum living standard guarantee system for residents in urban areas in China. Later on, some coastal cities, such as Qingdao, Xiamen, Dalian, Guangzhou, Wuxi and Haikou cities etc. began to conduct pilot programs in this aspect. By the end of 1996, 101 cities throughout China have established this system.

The fast development period (between 1997 and 1999)  In September 1997, the State Council issued the Circular on Establishing the Minimum living standard guarantee system for Residents in Urban Areas in China, which stipulates that by the end of 1997, this system should be improved for cities having established the system. In September 1999, the State Council released the Regulation on the Minimum Living Standards for Residents in Urban Areas, which marked this system is in the direction of being standardized and legalized.

Expansion period (between 2000 and 2002)  Although the minimum living standard guarantee system was founded in various regions as required, the amount of fund was not large enough to cover people in need of assistance as local finance investment was insufficient. In the light of this, in 2001, the State Council issued the Circular on Strengthening Efforts of Minimum Living Standard for Residents in Urban Area, which required increasing the investment and include all eligible people in the provision of living security. Thus, the number of people receiving minimum living assistance increased rapidly from 4.03 million in 2000 to 20.65 million in 2002, an increase of 512%. 

Steady development period (between 2003 to present)  The number of urban people covered in the minimum living assistance stood at 22 to 23 million since 2003, with an increase in the average standards, average subsidies and total amount of fund year by year.

2.7.1.2 Evolution of the minimum living standard guarantee system in rural areas

There are several schemes concerning social assistance targeting poor people in rural areas, including the following: (1) Five Guarantees in supporting livelihood for rural old people, disabled and juvenile orphans who do not the capability to work, and they have no other people to depend on with no income are implemented. These people are provided with food, cloth, dwelling, medical care and funeral, as well as education for children in schooling age. This scheme began in the early 1950s’. (2) Temporary Relieve scheme is to provide temporary relieve for poor people who are in shortage of food and cloth. This scheme began in the early 1950s’ and still in effect today. (3) Relieve Scheme with a certain amount of relieve benefits or food during a certain period of time (in a month or quarter). This scheme was launched in 1980s’ in some selected regions and later expanded to more regions. (4) Medial assistance.

Compared with the pension scheme, unemployment insurance and other insurance schemes, the minimum living standard guarantee system supported by the government is more oriented and targeted to people in poverty and is a relieve system with a certain amount of relieve and implemented during a certain period of time for people in poverty, which provides a “bottom line” living standard for those people. The minimum living standards are defined by local government at above county levels based on local living standards of maintaining basic livelihood for rural residents in a whole year in terms of living costs on food, cloth, water, electricity etc. The target of the rural minimum living standard is all rural residents whose net annual average income per person in a household is below the local minimum living standard.

The rural minimum living standard guarantee system has been implemented nationwide. By the end of 2008, there are a total of 19.822 million households and 43.055 million individuals provided with rural minimum living standard benefits, an increase of 7.392 million people over the previous year, or an increase of 20.7%, which indicated that the rural minimum living standard guarantee system is now moving towards the direction of covering all eligible people as much as possible. In 2008, the average minimum living standard is 82.3 Yuan per person per month, an increase of 12.3 Yuan over the previous year, or an increase of 17.6%. The total amount of distributed funds of the minimum living standard in rural areas in the whole year of 2008 reached 22.87 billion Yuan, an increase of 109.6％ over the previous year and the average subsidies per person is 50.4 Yuan per month, an increase of 11.6 Yuan over the previous year, or an increase of 29.9%. 

Table 6  Statistics on Minimum Living Standards in Urban Areas
	Year 
	Number of participants (in 10,000 persons)
	Number of households (in 10,000 households)
	Average standards (Yuan per person and per month)
	Average subsidies granted (Yuan per person and per month)
	Funds (in 100 million Yuan)

	1996
	85
	
	
	
	3

	1997
	8
	
	
	
	3

	1998
	184
	
	
	
	12

	1999
	257
	
	
	
	20

	2000
	403
	
	
	
	30

	2001
	1171
	
	
	
	53

	2002
	2065
	820
	
	52.0
	104

	2003
	2247
	931
	160. 0
	58. 0
	161

	2004
	2205
	956
	152. 0
	65. 0
	179

	2005
	2234
	995
	156. 0
	72. 3
	198

	2006
	2240
	1030
	173. 9
	83. 6
	236

	2007
	2272
	1064.3
	182.3
	102.7
	277.4

	2008
	2334
	1110.5
	205.3
	143.7
	393.4


Sources: 1. Tang Jun “Development of the Minimum living standard guarantee system for Urban Residents in a Jump Way in 2002”;

        2. China Statistics Abstract in 2007;

        3. Public Finance and Ordinary People’s Life;

        4. China Statistics Yearbook in 2009.

Table 7  The Minimum Living Standards in Rural Areas by Province (Region, Municipality) as of June 2007

	Areas 
	Minimum Living Standard (Yuan per person per year)
	Areas
	Minimum Living Standard (Yuan per person per year)

	Total 
	969
	Jiangxi Province
	840

	East Areas 
	1573
	Henan Province
	693

	Middle Areas
	740
	Hubei Province
	750

	West Areas
	708
	Hunan Province
	726

	Beijing Municipality
	1872
	Hainan Province
	804

	Tianjin Municipality
	1540
	Inner Mongolia
	800

	Liaoning Province
	1000
	Guangxi Zhuang Autonomous Region
	683

	Shanghai Municipality
	2560
	Chongqing Municipality
	805

	Jiangsu Province
	1305
	Sichuan Province
	668

	Zhejiang Province
	1897
	Guizhou Province
	731

	Fujian Province
	1200
	Yunnan Province
	693

	Guangdong Province
	1980
	Tibet
	800

	Shandong Province
	800
	Shaanxi Province
	625

	Hebei Province
	726
	Gansu Province
	600

	Shanxi Province
	693
	Qinghai Province
	700

	Jilin Province
	693
	Ningxia Hui Autonomous Region
	693

	Heilongjiang Province
	773
	Xinjiang Uygur Autonomous Region
	700

	Anhui Province
	700
	
	


Sources: Minimum Living Standard Department of the Civil Affairs Ministry
Note: 1. Date sources: China Labor Statistics Report in 2008;

      2. secured persons / the total of population in urban areas.
2.8 Social security for the migrant workers in China

2.8.1 The current situation of social security of the rural migrant workers.

Rural migrant workers (or migrant workers) refer to those workers in the urban areas, with their rural Hukou, i.e. rural household registration. Currently this big group has grown to 230 million across the country. They have made their huge contribution to the urban development, but they have only inadequate social security coverage up to now. This, to some extent, casts some negative impacts of their labour rights. The Government attaches high importance to this issue, and hence places emphasis on the development of a unified social security system covering both the urban and rural workers. Up to now, given the mobility of the rural migrant workers and that they have high tendency of transferring between jobs, the participation of rural migrant workers should allow adequate flexibility.

2.8.1.1 Employment Injury Insurance

The Regulation on Employment Injury Insurance, effective as of Jan. 1, 2004, has the provision that “this legal document applies to all enterprises in China and their employees.” The employees in this regulation include also the non-fixed term employees as well as rural migrant workers on labour contracts. For the employment injury scheme in China, there are two key principles of employers’ responsibilities and compensation disregarding employees’ fault in causing any accidents. This means that even if the employers have no fault play, they are still liable to the full amount compensation of the injured workers. By the end of 2008, there had been a total of 49.42 million rural migrant workers participating in the employment injury insurance. According to a joint study by the Ministry of Human Resources and the State Statistics Bureau, there were about a total of 225 million rural migrant workers in China. Thus the employment injury insurance coverage rate for the rural migrant workers was about 22%.

2.8.1.2 Medical Insurance

At present, the coverage of this scheme for the rural migrant workers stands at about 21%. In the recent years, many provinces laid out measures to include rural migrant workers into the coverage of medical insurance scheme. This initiative was mainly dealing with medical coverage for hospitalized rural migrant workers.

(1) Participants. 

In provinces of Shaanxi, Hunan, Ningxia, Shanxi etc, they have the legal requirement that rural migrant workers in local enterprises, public institutions, social groups and private entities. This is to include rural migrant workers into medical insurance coverage disregarding what employers they work for. In Shenzhen city, Guangdong Province, the Temporary Measures on Medical Insurance for Migrant Workers came into effect, making all enterprises and their employees under the coverage of medical insurance. In Inner Mongolia, they have further extended their coverage to all pasture farmers. 

(2) Contribution. 

In most of the provinces, such as Tianjin, Shaanxi, the medical insurance contribution is born by the employers with respect to their schemes for serious disease treatment and hospitalization benefits. Ningxia Autonomous Region requires the individuals to pay 10% of the total contribution, leaving the employers to pay 90%. 

(3) Benefits. 

Mostly, the serious disease schemes for rural migrant workers have similar benefits threshold, reimbursement rate with the general medical insurance. In Chongqing, Nanjing and Beijing, there are also the pooling funds, and mutual assistance funds for serious diseases to ensure the financing of the medical expenses.

(4) Fund Management

The fund of serious diseases and hospitalization scheme for the rural migrant workers depends on the employers’ contribution and the bank interests arising from the fund accumulation. The funding of such schemes is mainly based on the principle of keeping fund balance and making fund expenses below the fund revenue. These schemes are managed through the special financial accounts.

(5) Policy Development.

The State Council Directive on Rural Migrant Workers has made it clear that “conditions permitting, various localities should include the rural migrant workers into the general medical insurance.” This has become the case for more than 20 provinces. For rural migrant workers expected to have stable terms of employment can be included in the general medical insurance. 

2.8.1.3 Unemployment Insurance

The percentage of rural migrant workers participant in unemployment insurance is very low. In terms of the participation rate of the rural migrant workers to the pension insurance, medical insurance, unemployment insurance and employment injury insurance, the unemployment insurance is the lowest. By the end of 2008, there had been only a total of 15.49 million of rural migrant workers participating in unemployment insurance. This only accounts for 6.9% of the total rural migrant workers.

2.8.1.4 Pension insurance

According to statistics, at the end of 2008, there were a total of 24.16 million rural migrant workers participating in the pension insurance, accounting about 17% of the total of rural migrant workers.

3. Major Challenges facing China’s Social Security Development

3.1 Major Challenges facing China’s Social Security System

Population ageing, an accelerated urbanization process and multiple forms of employment have become the three major challenges facing China’s social security system. In order to better meet these challenges, China will need to address the following key issues on hand:

Firstly, there is the lack of policy coordination between government agencies, which all claim some of the responsibilities on social security administration. At present, the labour and social security departments( or human resources and social security departments) are responsible for social insurance schemes. The civil affairs departments are mandated to take charges on social assistance, social relief and social welfare. The departments of finance administer the financing of social assistance, social relief, labour and employment, medical insurance and the fund supervision of social insurance schemes. The segregated administration makes it hard to have concerted policies, and timely coordination. The social security fund administration at local levels makes fund pooling to be very difficult, hence poor fund transfer between different regions and less portability of pension insurance fund.

Secondly, there is the lack of social fairness. This is manifested by (i) financial imbalance between regions; (ii) unequal financial liabilities to different enterprises; (iii) unequal financial contribution for individual citizens; and (iv) unequal benefits for people with urban and rural citizenship. 

Thirdly, there is the need of policy improvement. The social security legislation is lagging behind. Internationally speaking, many countries formulated their social security laws before taking on their social security initiatives. However, this is not the case in China, which started its social security piloting programmes before formulating social security laws. There is not a clear division of responsibilities. The ambiguities can be demonstrated between historical and future liabilities, responsibilities between the government, enterprises and employees, the responsibilities between the central government and local levels of the government. There is the lack of pension policy and programmes for the farmers, rural migrant workers and jobless senior urban citizens.

Lastly, the contribution to social insurance schemes is quite high. Under the social security system, there are the pension insurance, medical insurance, employment injury insurance, maternity insurance, unemployment insurance schemes, which places heavy financial liabilities on the state and enterprises. The fund capacity proves to be inadequate, with fund revenue unable to meet its expenses. Under the planned economy system, there was no pension fund accumulation whatsoever; this became the key factor of pension transition reform. On top of this factor, about 20 million SOE, COE (collectively-owned enterprises) employees and retirees have yet to be covered by the basic medical insurance scheme.

China is facing the key challenges, such as population ageing, urbanization and multiple forms of employment. Population ageing is on an accelerated pace. It is estimated that by 2030, the population for those aged 65+ will reach 150 million, meaning China will be an old-aged society. At present, the population of those aged 60 and over has already passed 153 million. The peak of population ageing will be reached in 2030s. By then the aged population will be in the range of 350-450 million, making the dependency rate and the pension expenses quite high. Currently, the medical expenses by the senior citizens are about 4 times to the working employees. With the accelerated pace of the population ageing, medical insurance will have to meet its huge financial challenges.

3.2 Challenges Facing Pension Insurance

It will become more and more difficult to expand pension insurance coverage. At present, the population of those aged 60 and over has already passed 153 million. Out of them, there are only about 44 million entitled to pension benefits. This is below the 1/3 ratio. Out of 770 million labour forces, there are only 200 million, or less than 26.5% covered in the pension insurance. There are more than 600 pension pools at prefecture and city levels. However, these pension pools need to be upgraded. Otherwise, pension portability would be very difficult to achieve.

In addition, the financing of pension insurance combines the social pooling with individual accounts. However these accounts have yet to be fully funded to rid of such notional accounts. Under such practice, many localities are facing the dilemma of fund revenue unable to meet fund expenses.

3.3 Major Challenges facing China’s Unemployment Insurance

3.3.1 Limited Coverage and Difficult to further expand

Unemployment insurance has a very limited coverage. It does not stop there that it is very difficult to further expand. The Unemployment Insurance of 1999 makes it legal it covers all urban enterprises, public and private institutions and their employees. During the initiative of the tenth five-year period (2001-2005), the coverage of unemployment insurance was able to move up to 93.4% coverage rate in terms of employee participation rate. However, this high rate of coverage is only linked to urban enterprise employees, excluding the big number of non-urban employees.

3.3.2 Low Benefits

At present, the unemployment benefits are pegged to local minimum wages, which are set up by provincial level governments. The unemployment benefits (replacement rate) are normally in the range of 60-80%. In some provinces, different counties even in the same city may have a somewhat different level of unemployment insurance benefits level. The national average amount of unemployment insurance benefits were 398 Yuan (1USD exchanges 6.8 Yuan) in 2008, compared with an average annual per capita household consumption of 11,243 Yuan. Against this consumption amount, the unemployment benefits accounts only 42.5%. Compared with the monthly average wages in urban regions, the unemployment insurance benefits takes about 16.3% (according to the State Statistics Bureau, the annual urban average wages were 29,229 Yuan in 2008, or 2,436 Yuan per month). This ratio is much less than the minimum replacement rate of 45%, advocated by the ILO. This ratio is also less than that (with replacement between 40-75%) of many countries running unemployment insurance schemes. 

3.4 Major Challenges facing China’s Medical Insurance System

The public medical insurance schemes are headed by two ministries. The Ministry of Human Resources and Social Security takes the lead on urban medical insurance. The Ministry of Health is responsible for rural medical cooperation scheme. This dual system is productive at their initial stages to further expand scheme coverage. However, when a high coverage has been achieved, it prevents the integration of the two schemes. In terms of scheme benefits, the enterprise employees’ medical insurance is most generous, the urban residents’ medical insurance scheme and the rural migrant workers’ scheme are very similar, and the rural medical cooperation scheme has the lowest benefits level. In addition, there is also unequal fairness between different regions in China.

3.5 Major Challenges facing China’s Employment Injury Insurance

As the most populous developing country in the world, China is on the track of social policy transition. With the acceleration of industrialization and urbanization, employment injury insurance has the following challenges:

3.5.1 Employment injury insurance policy arrangement for people in the informal sectors has yet to be made. 
The number of those in the informal sectors is on a rapid rise. However, there are still policy obstacles for them (employees in small enterprises, casual workers and domestic workers etc.) to participate in employment injury insurance.

3.5.2 Employment injury insurance 

Employment injury prevention has yet to be given great attention. There is some regulatory provision on the prevention employment injuries and occupational diseases. The prevention of employment injuries and occupational diseases are on different government agencies. The State Administration on Work Safety is responsible for injury and accident prevention. The health departments are charged with the prevention of occupational diseases. The labour departments do not have public functions on accident prevention, but is involved in the aftermath of employment injuries.

3.5.3 Lack of a clear employment injury standard and a long procedure of employment injury assessment. 
In accordance with the Employment Injury Insurance Regulation, in order to get employment injury insurance benefits, it has to make clear their employment relationship, to be followed by applying for labour ability assessment. For employment injury dispute, the workers will need to claim for labour arbitration.

3.6 Challenges facing the portability of social insurance schemes

3.6.1 Analysis on the portability of social insurance schemes

China is a big country in terms of geographical area and population. So there are a big number of migrant workers moving from region to region. There are the labour groups of urban labour force, rural labour force and rural migrant workers. There are still sub-groups in these categories. There are also different social insurance schemes for different groups of the labour force. However, these social insurance schemes are no portable for the workers moving from region to region, resulting to many of them unable to be entitled to full social insurance benefits. Firstly there is the lack of scheme portability in the same urban city. This is evidenced in some enterprises that the employers have strong reluctance to produce contract termination certificate, or they do not turn in their paper work timely to indicate some of their employees that have left their jobs. This would make them unable to be registered with social insurance agencies when they find new jobs. Secondly, there is the difficulty of social insurance portability. For the rural migrant workers, only when they find new jobs, can they apply to the social insurance agencies to transfer their social insurance relationship. This is very inconvenient for the migrant workers to ask in person for these procedures to be completed. Thirdly it is even more difficult to make social insurance portable for workers moving between provinces. It is not unusual the social insurance agencies refuse to register for migrant workers from other provinces.

3.6.2 Analysis on the difficulties of social insurance portability

The difficulties of social insurance portability can be attributed to a number of reasons. Firstly, there is the dual socio-economic structure. It would be desirable to have provincial social insurance pooling practice. However, this is mainly operated at much lower levels. Between more than 2,000 social insurance pooling funds for the pension, medical and unemployment insurance schemes, they have different standards, thus very difficult to be portable. This makes the migrant workers in a very difficult position to transfer and continue their social insurance record.

Secondly, this is due to the fragmentation of the current financial system of the government. Currently, there is the division of financing responsibilities. This is why the portability of social insurance schemes will have substantial financial implications for them to take on social insurance participants that are coming to their provinces.

Thirdly, there are policy defects in the current social insurance system. Two policy arrangements are not contributive for the portability of social insurance records of migrant workers. The first is the requirement that pension claimant should have worked in one locality for more than 15 years before they are entitled to pension benefits. The second is that for migrant workers, they can only transfer with them their individual contribution, thus excluding them from their accredited rights from the social pooling component.

Fourthly, it is the information management system and the current birth place registration system (Hukou) that hampers social insurance portability. 

Fifthly, in some localities, due to the social insurance fund pressure, local social insurance agencies place policy obstacles on purpose for social insurance record transfer. 

4. The reform and the future of social insurance coverage

4.1 The development trend of social security system in China

4.1.1 General objectives

The reform on social insurance coverage is aligned with the social security system reform. Centered on the general requirement of developing a well-off and harmonious society, China is aimed to make its social insurance schemes to have wide coverage, provide basic benefits. The social security system should also be a multiple pillar structure with sustainable development. It is imperative to have parallel development of the social insurance, social assistance and social relief system, with the emphasis on pension security, medical security and minimum living standard schemes, to be supplemented by social welfare and commercial insurance schemes. 

The development of social insurance should move along the direction of diversification, multiple pillars, and multiple forms. The diversification of the social security system calls for the system to take into policy consideration of the characteristics of the groups of urban employees, rural residents and migrant workers etc. The multiple forms of the schemes calls for meeting the needs of informal employees, civil servants, schools teachers, urban jobless residents etc. The multiple pillars structure requires the development of basic social insurance, supplementary insurance, commercial insurance and social assistance schemes. 

The population ageing has placed huge pressure on the fund capacity of pension insurance and medical insurance schemes. To face up this upcoming challenge, the government has laid down its social security objective for 2020 to have social security access for all.

However, constrained by its huge population and limited fund capacity, it would only be possible for China to set up a social security system that has a very wide coverage, but with low benefits level. The emphasis should also be shifted to the social security for the rural population, featuring on the combination of social insurance and social assistance.

The social security reform in China should abide by the following three principles: (i) to be fit in the Chinese context. We have to consider the reality of the economic and social development as well as the future development trend, to make the social security level compatible with China’s social and economic development level; (ii) to reflect regional difference. A multiple pillar system that can meet the different demands of the people should be established; and (iii) social security rights and obligations should be in the equation at the same time. 

China will keep up its efforts to improve its basic pension insurance and medical insurance schemes, which are to combine social pooling with individual accounts. There is also the need to convert to a funded mechanism. While moving towards a funded account system, fund investment has to be improved to prepare the pension insurance scheme for the population ageing. China also encourages enterprises with favourable financial conditions to set up their occupational pension schemes. Pension reform for public institutions will also be promoted. Social security for all categories of workers in urban areas should be achieved.

4.1.2 Objectives

Specifically, the social security reform will take the following steps:

(1) Focus Efforts on Social Security Legislation

Up to now, there have not been any social security laws in China. Instead, there are some temporary government decisions, whose authority can be questioned. On top of this, the portability of social insurance entitlement has only been considered in the recent years. The Social Insurance Law should be promulgated timely, making clear provisions on universal social security coverage, the ways for national pooling and social insurance portability. The NPC has made its third reading of the draft of the Social Insurance Law, after its extensive consultation with the general public. After the promulgation of the Social Insurance Law in the near future, a Detailed Implementation Directive of the Social Insurance Law should be made public. Thus an authoritative legal structure on social security can be shaped.

(2) Improve Social Security Administration System

Strengthening coordination between government agencies and improving social security services have become very urgent. Firstly, there is the need improve social security service structure. Secondly, there is the need to have expanded services to the scheme participants. Thirdly, the administration of social security services should be further standardized, informationalized and professionalized. This requires for tight social insurance fund investment, extension of social security coverage and upgrading social pooling level, make the individual accounts funded accounts, expanding fund investment channels, enhancing the rate of fund investment return, strengthening fund supervision and gradually build up social insurance fund capacity.

In order to meet these requirements, the State Council approved the development of computerized Social Security Management Information System, also termed as the “Golden Social Security” Project. This system comprises of data bases from the national level, the provincial and city levels. This system will be a unified information standard system across China. It has the modules of social insurance claim processing, public services, fund supervision and decision support.

The first phase of the Golden Social Security Project is approaching its completion in 2009. The introduction of this information system will be very positive for expanding the coverage to informal sectors. This is because social insurance administration is very difficult to expand without having a standardized information management system. Therefore, in order to address the difficulties of social insurance portability, there is the urgent need to develop a four layer information system, connecting the central, provincial, city and county agencies. The social insurance participants will also have their social insurance Intellectual Card, to facilitate them check their social insurance rights conveniently. This way, the social insurance record of individual participants can be kept and shared across the nation for the ease of social insurance portability. The Golden Social Security System will play its role for social insurance information sharing between provinces, cities etc.

(3) Improving Rural Social Security System

The launching of rural social security system is a gradual process, and it will be implemented step by step, starting from economically advanced regions. The policy design needs to take into consideration of the different demand and needs of its participants. A multiple pillar structure is needed, with the basic social security as the backbone, complemented by village collective social security and voluntary supplementary insurance.

(4) Establish a Multi-layered Medical Insurance System

The public health products include immunization services, disease control, gynecological health care, occupation health, health education services etc. These services are provided by the government to the general public for free. As to basic health care, it should be financed mainly by the government for common diseases treatment. As for non-basic health services, the individuals should pay for these services, instead of the government.

(5) Upgrade the pooling level

In theory, the higher the social pooling level, the more productive for labour mobility, social insurance portability and social security administration. Currently there is the urgent need for trans-provincial social insurance portability and national level social pooling. The Chinese Authority has been exploring to address social insurance portability. The State Council Directive of 2005 on the Improvement of Basic Pension Insurance has made the requirement of upgrading the social pooling level to provinces. The draft Social Insurance Law has further added that based on provincial level social pooling, this should be gradually upgraded to national level pooling. The government has made further clearance of achieving basic pension national level pooling by 2012. As for other social insurance schemes, the government is also contemplating to upgrade the social pooling level. To have a national level social pooling certainly can clear the obstacles of social insurance portability once for all. In the meantime, a unified administration system and convenient measures are also needed before national social insurance portability can be achieved.

(6) Measures to be taken for national social insurance portability

There are many groups of social insurance participants, so the portability should be targeted. For the laid-off employees and the unemployed, they should be allowed to continue their social insurance participation. For those transferring from public institutions to enterprises, after they have their economic compensation, they should start their basic pension relationship with social insurance agencies. For social insurance participants who have suspended their contribution, they should be allowed to pay back and continue their social insurance participation. For those moving to other cities, their social insurance registration should follow with them to the destination cities. There should also be the policy improvement on social insurance administration. For instance, it is now regulated that social insurance participants can be entitled to monthly pension after they have made their social insurance contribution for 15 years. However, many rural migrant workers are casual workers with high labour mobility, this requirement would disqualify them for monthly pension. This is why we have seen suggestion to shorten this requirement to 10 years from 15 years. At the end of 2009, the State Council promulgated the “Interim Measures for the transfer and continuation of the relationship of the basic old-age insurance of the urban enterprise workers”, and this document could be the foundation for a smooth transfer of the relationship and the expansion of China's basic old-age insurance in the near future.
In order to achieve social insurance portability, there should also be a paradigm shift from relying on employers to socialized services from the social insurance agencies. As there will be many migrant workers, social insurance participants from the informal sectors, the record keeping, registration and management will be different from the traditional business approach. This means a shift from facing employers only to the facing both the employers and participating individual participants. Only under such concept and management approach, social insurance portability can be achieved.

4.2 The development trends of social insurance system on different groups in China

4.2.1 Pension insurance

The pension insurance system will keep the mode of social pooling plus individual account, but focus on four aspects, i.e., building comprehensive system, setting unified system, making real individual accounts and letting the social insurance relationship portable and transferable. 

“Comprehensive” means expanding the coverage to all the citizens, including the urban and the rural, and the focus is rural pension system. Currently, the rural pension system is just at the starting point which also takes the mode of basic pension plus individual account. According to the pilot plan design, the basic pension part needs no contribution which is paid by the government and enjoyed by all the peasants when they are 60 or 65. The individual account consists of four parts which include personal contribution, town collective subsidy, government subsidy and profits from the investment. To those who have not joined the pension system and have no income, there will be subsidy system to help them survive with the level similar to the minimum living standard and the fund will be included in the government budget. 

“Unified” means increasing the social pooling level and taking the unified management system. According to current system design, the basic pension is to adopt the national social pooling level and be managed by central level unit which is contributed by all the employers through pension fee based on a set proportion of the payroll and the deficit will be subsidized by the central finance. The transition pension fund and pension of those who have retired will be managed by the provincial units through social pooling plus individual account system, i.e., the employers and the employees should contribute jointly, where the employers are required to contribute a set proportion (about 11%) of the payroll, the employees are required to contribute 8% of his payroll. The provincial government is responsible for the deficit of the social pooling fund while the central government gives subsidy to those provinces which have financial difficulties. With the decreasing of the transition group and the aged until they disappear, the expected mode, i.e., the central government is responsible for basic pension while the local government is responsible for individual accounts, will be set up.  

"Real" means setting up real individual accounts which were only nominal accounts before and making the pay-as-go part into partial accumulation. From 2010 onwards, all the provinces will be required to set up the real individual accounts based on the proportion of 8% of the payroll and the fund is accumulated according to the actual contribution of the individuals so that the accounts match the reality. The empty accounts before year 2010 will not be made real temporarily while indeed retaining the rights and interests of record. The fund of the social pooling and individual accounts will be managed separately and established individually to ensure mutual non-crowding. The individual accounts will be managed in the direction of marketing investment and operation. At the same time, it’s required to strengthen the fund's regulatory and monitoring regime, legislation system, organization and capacity building in order to achieve the aim of keeping and increasing the value of the fund.

Transferable means the social insurance record and fund can be transferred and continued when the person changes his job from one city or province to another. China implements the new “Interim measures for the transfer and continuation of the basic pension insurance relationship of the urban enterprise employees” from Jan. 1st, 2010. All the urban enterprise employees, including the migrant workers, who join the basic pension insurance system, can transfer their pension insurance record and fund when they move to another city or province for jobs. Not only the accumulation of individual account can be transferred, but part of the social pooling fund. The years of participating the insurance system will be calculated together wherever the person works and the deposit of individual account will be accumulated jointly. In order to avoid the insured persons run back and forth between the two places applying for transfer of social insurance relationship, the interim measures regulates the unified handling process. When the insured person leaves the place of getting employed, the social insurance handling agencies issue a payment voucher for him which shows the record of his participating in the social insurance system. When the insured person participates in the social insurance system in another province, he only needs send written application of transferring the social insurance relationship, the social insurance handling agencies in both provinces can help to coordinate for identification, confirmation and transfer. Thus the whole transfer procedure could be completed and the migrant workers enjoy the same treatment under the system.
4.2.2 Medical Insurance 

The framework of basic medical insurance system which covers the citizens in both urban and rural areas has been taken shape. The focus in the future includes improving the system, solving the issues left by the history, expanding the coverage, improving the funding and financing growth system and gradually increasing the insurance level. According to the growth of economic and social development and social security level, China is to explore a stable, reliable and reasonable funding system, which will gradually adjust the contribution standard of the employers and employees meanwhile increase the government investment in the basic medical insurance. The minimum and the maximum payment standard, the proportion of payment of the medical insurance fund will be adjusted reasonably which is to give the seriously ill patients some preference. The scope of medical insurance is to be expanded by exploring the out-patient co-ordination method of support through various funding channel such as government subsidy, individual or family contribution, which should make use of community-based health service and take innovative medical care billing management method in order to solve the security of the insured out-patient medical treatment and increase the security level. The guideline of medical insurance reform in China can be summarized as “low standard, wide coverage, basic insurance, multi-level and sustainable development”. This aim will be extended to make every citizen enjoy the basic medical insurance and the insurance level is increased so that the phenomenon of “difficult and expensive to see the doctor” could be reduced significantly. By year 2011, 90% of the urban residents will be covered by the medical insurance system according to plan. The maximum of payment limit by medical insurance fund for the insured employees and residents will be raised to six times of their average annual wage and disposable income. The basic medical insurance paid for the unemployed will be improved through financial subsidy and the unemployment insurance fund transfer in order to lower the medical insurance burden of the unemployed. Another aim is to promote the employees in non-public organization and flexibly employed persons in urban areas to participate in the medical insurance system. At the same time, measures are to be taken through expanding the coverage and fee collection to solve the issues of those who retired from difficult state-owned and bankruptcy enterprises for their participating in the medical insurance system.

By year 2020, China is to build up a relatively sound medical insurance system according to “Views on deepening the medical and health system reform” by the state council. It’s required to realize the coordination and connection among current different systems, which includes coordination between the urban and rural in the system framework, the coherence between the urban and the rural in the handling and operational procedures, the connection between the urban and the rural in the treatment standard, the synchronization in the urban and the rural in the performance assessment. The focus is improving the medical insurance system for the urban residents since about 200 million urban residents need to be covered but not yet because of the old system design.       

4.2.3 Unemployment insurance

As mentioned before, the unemployment insurance system in China was only established in the 1990s and the coverage is only 42% of the urban employees and 11% migrant workers by the end of year 2008 although measures have been taking to expand the coverage gradually. Compared with that in the developed countries, where 74% of the employees in USA, 93% in Canada, 86% in UK and 68% in Germany, we still have a long way to go. 

Considering the current social and economic development level in China, it’s not so easy to expand the unemployment coverage widely in short time, however, it’s necessary to gradually increase the coverage rate through improving the current unemployment insurance system so that the system can be consistent with the social and economic development level of the country and break down the barriers of the ownership and the boundaries between the urban and the rural. Thus it’s to be expected that majority of the employees can enjoy the unemployment insurance system. According to current development level and possibility of operation, the focus groups should be covered include the following ones: 

1. Contracted migrant workers. Migrant workers group is an important part of industrial workers, who are most vulnerable to the economic fluctuation. Although the current system has covered this group, in reality only a small amount of migrant workers has participated in the unemployment insurance system. Therefore, it’s necessary to make more efforts to the expansion of the coverage so that all the contracted migrant workers can enjoy the unemployment insurance system. 

2. Employees of township enterprises. Employees of township enterprises have become the important part of the second industry with the development of economy in the past decades of years. At present, there are about 154.51 million employees in the township enterprises, which is about 29.34% of the rural labor force. 
This group is also vulnerable to the unemployment risk but few of them have joined the unemployment insurance system. Therefore it is necessary to break through the shackles of the urban-rural dual economic structure, to coordinate the unemployment insurance management between the urban and the rural areas, and to cover the employees in the township enterprises into unemployment insurance system. Thus, the coverage of unemployment insurance system can be effectively extended to the employees in the township enterprises, which is also conductive to the promoting of industrialization and urbanization. 

3. Staff in the institutions. It is conductive to the formation of unified human resources market and the smooth flow and rational allocation of human resources if staff in the institutions can participate in the unemployment insurance system. Current regulation has covered the staff in the institutions into the unemployment insurance system, but only a few institutions have participated in the system. Therefore, it is necessary to facilitate the staff in enterprise management institutions and public welfare institutions to participate the unemployment insurance system. 

Regarding the person employed in flexible way, the individual practitioners, as well as self-employed freelancers such as translation, writing which take professional technology as a career, a specific unemployment aid system tailored to them should be designed since their jobs have the character of dispersion and diversity.  
4.2.4 Work injury insurance

The objective of work injury insurance system reform is described as building up a system combined work injury compensation, accident prevention with vocational rehabilitation, which fits the requirements of socialism marketing economy system and covers all the units and employees in both urban and rural areas. Meanwhile the system is based on the legislation and the management service is socialized. Currently, the new work injury insurance system in China has been implemented smoothly and run stably. With the continuous expansion of the coverage of the work injury insurance, it is expected that more than 160 million employees will be covered by the system. However, the objective is not so easy to achieve which needs great efforts in the following aspects:

Firstly, to enhance work injury prevention and force the enterprises to contribute work injury insurance fee for their employees including migrant workers according to law and regulation. The Ministry of Human Resources and Social Security (MOHRSS) has chosen kinds of mining industry and construction industry as the focus and made the corresponding work plan. The work plan pays more attention to the migrant workers and establishes specific regulation on work injury identification, work ability identification and treatment payment tailored to the characteristics of the migrant workers such as frequent fluidity. Meanwhile, the regulation and measures corresponding to high risk industries are also in the process of improvement. 

Secondly, MOHRSS is actively studying the work injury insurance issues for the employees worked flexibly and is going to issue relevant policies timely. Although there is no regulation tailored to the employees worked flexibly, the government has required the system to cover them gradually. In 2009, the called peace plan was established which takes the work injury insurance of the migrant workers as the priority so that majority of the migrant workers employed in the informal sectors will be included in the system. Meanwhile, it is regulated that all the contracted employees should participate in the work injury insurance whatever the forms they are employed.      

Thirdly, to establish the integrated mechanism comprising work injury prevention, compensation and rehabilitation. According to current work injury insurance legislation, our work injury insurance system puts focus on delivery of work injury insurance treatment, but less articles of regulation on work injury prevention and rehabilitation. However, prevention is the most important protection to the workers as well as work injury rehabilitation which help them back to work and life. Therefore, China has put forward the aim that an integrated system combining work injury prevention, compensation and rehabilitation should be set up, which puts the prevention as the top priority in order to reach a complete and effective work injury insurance system.   

Fourthly, to promote and strengthen institutions capacity building. According to the requirements set by the government, one of the focuses in the following years is to strengthen institutions capacity building, to man competent carders and provide necessary conditions for fulfilling the various tasks of improving the work injury insurance system.    

4.2.5 Social insurance system for the migrant workers 

There are some urgent issues to be solved since the migrant workers are a special group.

Firstly, to set up the fund raising mechanism of migrant workers social insurance system. Running of migrant workers social insurance system is facing the same difficulty as the urban employees’ social insurance system, which is shortage of fund. As the social insurance system for the migrant workers was built up later than that for the urban employees, the gap of fund is actually much greater. Some suggestions have been put forward on the fund-raising. One way is using of tax preferential incentive policies which encourage the employers to contribute for the migrant workers. For instance, all the enterprises and institutions can put the contributed social insurance into cost without tax, have social insurance premiums for some years and the proportion is based on the amount they contribute. The second way is tailored to those migrant workers who have been urban residents in fact because of the contracted land transfer system. All or part of their transfer income should be transferred into social insurance fund and calculated as years of accumulation of their individual account. Thus it contributes the accumulation of their individual account as well as facilitates the expansion of rural land scale management. For other migrant workers, it is suggested to change the former agriculture tax into farmers social security tax which is transferred to rural social security fund and migrant workers social security fund. Another suggestion is setting up a horizontal financial payment system between the sending and receiving areas of the migrant workers. This can be regarded as a compensation for the migrant workers’ contribution to the country’s economy development. The proportion of this fiscal transfer to the city’s fiscal income should be calculated on the basis of the proportion of migrant workers to the city’s labor force. The fiscal transfer fund should directly go to the rural social insurance fund and migrant workers social insurance fund in the sending areas.  

Secondly, to establish trade union of migrant workers. Currently, the urban residents have their trade union which helps them to protect rights and benefits. However, the migrant workers have difficulty to establish trade union limited by the Hukou system which makes them difficult to realize rights protection. In recent years, some cities have permitted the migrant workers to join the trade union based on the enterprises they work. An idea mode is that the local communities can establish trade union for migrant workers, which is responsible for management and service for migrant workers such as registration and database management of migrant workers which is the precondition of social insurance expansion. At the same time, there should be inspectors in the community trade union who are in charge of dealing with migrant workers’ social security issues through monitoring and supervision. For instance, urging the employers to sign labor contract with migrant workers, contacting with law service organizations for those migrant workers who have been involved in the labor disputes, providing legal aid in order to protect the rights and benefits of the migrant workers. Last but not least, trade union of migrant workers can also work as the public employment service agency of the unemployed migrant workers. When the migrant workers get unemployed, the trade union can provide job opportunity or job placement information for them according to their skills and experiences.                    

Thirdly, to establish transfer mechanism of social insurance for migrant workers. Migrant workers are highly mobile and have the possibility to go back to the rural areas for agriculture. Therefore, it is quite difficult to transfer their social insurance relation offsite. At present, the rural social insurance system is at the beginning which makes it difficult to transfer the migrant workers social insurance relation to the rural areas. When this transfer could not be operated, the migrant workers have to stop their social insurance when they move back to the rural areas before they reach the condition of enjoying the pension treatment and only take back the savings in their individual accounts. Thus lots of migrant workers have no enthusiasm to participate in the social insurance system which will affect their rights protection in a versa. Therefore, it is urgent to establish the off-site transfer mechanism of social insurance relationship for the migrant workers. Recently, i.e., Dec. 22nd, 2009, the State Council of China issued “Interim Measures for the transfer and continuation of the relationship of the basic old-age insurance of the urban enterprise workers”, which points out that migrant workers can also transfer their social insurance relationship including both the individual account and part of the social pooling fund from Jan.1st, 2010. However, this can be operated only when the migrant workers transfer among urban areas. If the migrant workers move back to their hometown as a farmer and their contribution time has not reached 15 years, it means they can only take back the individual account and this means they have contributed but have no opportunity to enjoy the welfare. To this point, some experts suggest trade union of migrant workers help them through for this transfer although current mechanism has not considered it.    

4.2.6 Maternity insurance

China will make more efforts to promote the maternity insurance system which is expected to have the same development with the medical insurance system to reach the aim that all the persons who require maternity protection can be covered by the system. The focus will be the flexibly employed individuals and the migrant workers so that all the contracted employees can be covered by the system. The objective is that 90% of the urban employees can be covered by the system by the end of 2011 and all the people need to be covered can participate in the system. Now some of the cities in eastern, middle and western areas are taking a pilot program to explore the mode and management methods of urban residents maternity insurance. The priority is to research how to solve the childbirth fee reimbursement issues in the hospital for the urban residents and the employees in financial difficulties. The objective is to put the standard regulated medical fee of childbirth of the insured urban residents into the payment of basic medical insurance gradually. Meanwhile, the aim also includes promoting the childbirth delivery aid plan and the implementation of new rural cooperative medical insurance system in the rural areas through increasing fiscal aid standard so that the childbirth delivery fee for rural women in the township institutions can be lowered. 

4.2.7 The minimum living standard guarantee system
As mentioned above, the minimum living standard guarantee system in China consists of two parts at present, i.e., urban minimum living standard guarantee system and rural minimum living standard guarantee system. For the urban minimum living standard guarantee system, the focus in the future is to expand the coverage especially to those people who live in the city without local Hukou including the migrant workers from the rural areas and other cities. This system should be connected with the minimum wage system and reemployment support policies so that the people’s livelihood can be basically guaranteed while not fostering vagabonds. The rural minimum living standard guarantee system also needs improved by changing the methods of simply deciding the indicators from up to the bottom level and covering all the poor people in the rural areas who should be covered. The fund raising method also needs change, which currently depends more on local social pooling, by increasing the central and provincial fiscal investment. Meanwhile, there should be more local staff and working expenses for local civil affairs department. Another important issue is making sound survey and research so that the minimum social security is linked with income instead of the average tendency of minimum social security. The long term objective of the minimum living standard guarantee system is to make each citizen have the right to get assistance from local government if his family per capita income is below local residents’ minimum living standard. Meanwhile, the level of minimum living standard should be increased with the development of economy as much as possible.  
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