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Abstract

The Chinese health system has long privileged those with town and city hukou over vil-

lagers. This paper examines urban-rural discrimination in health insurance using data from

the Chinese Health and Nutrition Survey (CHNS). The central finding is urban privilege

in the health system has declined substantially. Indeed, village hukou bearers now receive

healthcare subsidies only slightly lower than those received by town/city hukou holders,

and the vast majority of their insurance costs are covered by subsidies—more so than for

town/city hukou holders. These results hold true even using relatively conservative defini-

tions. Moreover, health insurance covers a comparable fraction of healthcare costs regardless

of hukou. This convergence in insurance provision has occurred alongside a more gradual and

less complete convergence in healthcare costs, which remain substantially higher for those

with town/city hukou than for those with village hukou.



1 Introduction

Chinese urban areas have traditionally had a significantly better health system than Chi-

nese rural areas. This was reinforced by heavily pro-urban social welfare policies during the

Mao-era, although during that time barefoot doctors were arranged in rural areas and sig-

nificant improvements were made in the rural healthcare system. Both the urban and rural

systems decayed after reforms began in the late 1970s, but the collapse of the rural health-

care system was particularly abrupt and complete. Between the 1980s and the mid-2000s,

health insurance in rural areas was rare; in urban areas, often less than half the population

was insured. However, in the past decade, new insurance schemes have been set up for the

urban unemployed and the entire rural population, dramatically expanding health insurance

coverage.

This increase in the rate at which the population is insured has been well documented.

The natural next step is to quantify impact on urban-rural discrimination. Given the long

history of privileging urban areas, this is an important question worthy of investigation.

After briefly reviewing the literature on urban-rural discrimination, I introduce the survey

data used in this paper. I then review the changes in rates of insurance from 1993 to 2011,

as well as the quality of the insurance. Next I turn to subsidies, and finally to per capita

healthcare costs. In each case, I compare health insurance over time for those in counties

designated urban and rural and for those with village or town/city household registration

(hukou).
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2 Brief Literature Review

The varied and complex discrimination against rural Chinese has been intensively researched

over the years. During the Mao era and to a lesser extent after the start of reforms, migra-

tion restrictions and price controls put ruralites into what Whyte terms “socialist serfdom”

(Whyte 2010: 1). While reforms have loosened some of these restrictions, the past decades

have brought an increasing and large urban-rural income gap (Li, Sato, Sicular 2013: 32-33).

In social welfare broadly and in health insurance in particular, urban areas have consis-

tently been privileged over rural ones. While, as Gao, Yang, and Li document using China

Household Income Project (CHIP) data, reform has brought about a gradual decline in social

welfare systems overall (Gao 2010; Gao, Yang, Li 2013), it had a particularly abrupt and

destructive impact on rural healthcare. The system of cooperative insurance and barefoot

doctors established under Mao quickly evaporated as the market economy took hold (Yip

2010: 147-152). Ruralites often did not go to the doctor or seek the treatment they knew

they needed because they could not afford it; as a result, urban-rural healthcare outcomes

remained widely divergent (Yip 2010: 154, 157-161).

Urban government employees and workers at elite or successful state-owned enterprises

(SOEs) have consistently received relatively generous government health insurance, heavily

subsidized by the state.

As early as 1998, the Chinese government began to expand the urban health insurance

system, establishing the Urban Employee Basic Medical Insurance (UEBMI) scheme to in-

sure urban employees and retirees. While it nominally extends to informal employees, its

main target is formal urban employees (and not their dependents); generally, employers and
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employees are supposed to contribute 6% and 2% of wages, respectively. The scheme is ad-

ministered at the city level, and hence many characteristics vary widely. Generally, money is

split between medical savings accounts and various pooling mechanisms for more expensive

healthcare costs (Liu, Ikegami, Langenbrunner 2010: 7-17; Xiong, Zhang, Tang, Liu 2010).

The other major urban insurance scheme, the Urban Residents Basic Medical Insurance

(URBMI) scheme, was established in 2007 as a pilot program to serve urban children and

the unemployed. It is significantly less generous—and has less of an impact on medical

system utilization—than UEBMI. But, unlike UEBMI, it receives state subsidies that can

be substantial in less developed regions; similarly to UEBMI, it is locally run and program

characteristics vary by locale (Liu, Ikegami, Langenbrunner 2010: 18-21; Yip et al 2012: 835;

Zhou et al 2014).

Meanwhile, in 2003, the government launched pilot programs for the New Rural Coop-

erative Medical Insurance Scheme (NCMS). NCMS was expanded to almost all counties in

2007. Again, the scheme varies dramatically from one county to the next (Ma, Zhang, Chen

2012); and again it receives generous government subsidies in central and western provinces

(Liu, Ikegami, Langenbrunner 2010: 21-25). Most research on NCMS was based upon the

earlier pilot schemes. It suggests that higher cost healthcare is reimbursed at a lower rate

than lower cost procedures (Yi et al 2009; Babiarz, Miller, Rozelle 2012).

The creation of NCMS fit neatly into the Hu Jintao-Wen Jiabao administration’s cam-

paign to Build a New Socialist Countryside, launched a few years later in part to narrow

urban-rural gaps (Ye 2009); Ahlers and Schubert argue that significant investment in rural

areas has indeed followed (Ahlers, Schubert 2009). Frazier suggests that urban-rural gaps

have begun narrowing (Frazier 2014). Indeed, in a wide-ranging review of changes in China’s
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health system from 2003 to 2011, Meng et al showed that rural use of outpatient care, ante-

natal care, and hospital deliveries had converged significantly towards urban rates; moreover,

their broad, representative survey shows that inpatient reimbursement rates have increased

for both ruralites and urbanites, reaching 43.7% and 54.6%, respectively, in 2011, up from

5.8% and 34.5% (Meng et al 2012: 809-810). This convergence is interesting and important,

particularly since inpatient care can be the most expensive.

3 Data

This paper makes use of the Chinese Health and Nutrition Survey (CHNS), a longitudinal

survey of Chinese households begun in 1989 and last conducted in 2011. The survey has

included Guangxi, Guizhou, Heilongjiang, Henan, Hubei, Hunan, Jiangsu, Liaoning, and

Shandong provinces; in 2011 Beijing, Chongqing, and Shanghai provincial-level municipali-

ties were added. This paper uses only data from 1993 on, as before then the survey did not

ask the hukou (or household registration) of participants. I further restrict consideration

to the subset of the population that specified their hukou status. I include the data from

Beijing, Chongqing, and Shanghai, although they interfere with comparability over time; I

do so because their impact is marginal and counter to the thrust of this paper: they increase

measured relative generosity of the urban health insurance system.

I divide the population into four categories based upon two binary variables: whether a

respondent is in an urban or rural location and whether their hukou (household registration)

is in a village or a town/city. The designation of urban or rural is inherently problematic.

CHNS designates survey sites as urban or rural at the county level based upon government

4



Figure 1: Population Pyramids, 2011

categorization; CHNS has not changed these designations since the survey began. Since

1989, China has rapidly urbanized; moreover, some county-level jurisdictions incorporate

substantial urban and rural areas. The hukou distinction is more clear-cut, dividing the

population into villagers and non-villagers. In a representative sample, many village hukou

holders would live in urban areas as migrant workers. That is not the case with CHNS,

which as a longitudinal study tends to miss these migrant workers—indeed, the age sample

of the rural, village hukou component of the survey is visibly skewed, see Figure 1. Due to

portability problems with NCMS rural insurance, these migrant workers would likely have,

on average, worse experiences with the healthcare system. Some of this is, however, caught
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by surveying people in rural areas, who may be returned or vacationing migrants; the risk

is that the survey oversamples migrant workers who have returned home for healthcare,

thereby increasing per capita healthcare usage in rural areas. Moreover, since the sample is

biased towards older villagers, it skews towards the population that is benefitting from the

intergenerational transfer of health insurance. Town and city hukou holders in rural areas

are mostly town or township or county seat residents. To clarify, village hukou holders in

urban areas are largely legal residents of “suburban” (jiaoqu) villages.

Table 1: Sample Size by Location and Hukou

Location & Hukou 1993 1997 2000 2004 2006 2009 2011 Total

Rural Location, Town/City Hukou 2,202 2,388 2,456 2,069 2,057 2,058 2,862 16,092

Rural Location, Village Hukou 7,572 7,062 7,643 5,993 5,776 5,919 6,474 46,439

Urban Location, Town/City Hukou 2,400 2,653 2,881 2,841 2,678 2,671 4,696 20,820

Urban Location, Village Hukou 1,421 1,635 1,499 1,180 1,228 1,242 1,420 9,625

As Tables 1 and 2 show, the CHNS sample is relatively large for urbanites with town/city

hukou and ruralites with village hukou. Hence statistics computed for those categories are

more likely to be precise. The sample size in urban counties with village hukou is very small,

and hence is at higher risk of being unrepresentative and imprecise.

Unfortunately, the survey data is not nationally representative and does not come with

weights to compensate. Little can be done about the choice of provinces. Hence this paper

makes no claim to show changes beyond the nine provinces with longitudinal data. But the

ratios of survey participants across provinces are not the same as population ratios in census

data, nor is the fraction of each province that is Han. These are simple enough problems
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Table 2: Sample Using the Healthcare System by Location and Hukou

Location & Hukou 1993 1997 2000 2004 2006 2009 2011 Total

Rural Location, Town/City Hukou 139 131 155 323 320 285 573 1,926

Rural Location, Village Hukou 352 362 427 836 814 944 1,115 4,850

Urban Location, Town/City Hukou 196 246 296 570 469 463 1,197 3,437

Urban Location, Village Hukou 86 161 102 174 191 251 253 1,218

that using 2000 and 2010 survey data I construct weights to improve the representativeness

of the total sample after removing respondents who did not specify their hukou:

weighti,j,t ∝
census populationi,j,t

sample populationi,j,t

where i = Han or non-Han, j = province, and t = year. These simplistic weights are

by no means enough to resolve all concerns about the representativeness of the sample:

within province representativeness by geography and wealth are impossible to ascertain, and

urban-rural ratios are not accurate in some provinces. Still, that the sample is not totally

unrepresentative is certified by its strong pro-urban bias in the earlier years, which fits with

the usual understanding of Chinese health insurance.

The survey contains several questions on health insurance and healthcare system usage,

which have remained largely steady over the seven rounds of the survey from 1993 to 2011.

I focus on a few key measures:

• Fraction of Population Insured: The fraction of the surveyed population that reported

having health insurance.

• Per Capita Healthcare Costs in Last 4 Weeks: Survey respondents reported healthcare

costs in three categories: spending on an illness in the past four weeks for which they
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did not see a doctor, spending on a doctor’s visit in the past four weeks, and spending

on preventative care in the past four weeks. I sum these across all respondents in

a given geographical/hukou category, then divide by the sample population of that

category to get the per capita healthcare costs. A major source of error in this study

is that many healthcare costs are coded as zero.1 There is also the risk that certain

healthcare expenditures were left out if the respondent did not associate them with

one of these three categories or if the respondent made multiple trips to the doctor.

• Per Capita Insurance Assistance in Last 4 Weeks: For each category in which respon-

dents reported healthcare costs, they reported the percentage of the cost covered by

insurance; from this I compute the insurance reimbursement in RMB. I sum these across

all respondents in a given category, then divide by the sample population of that cate-

gory to get the per capita insurance assistance. Again, when insurance covered 100% of

expenditures, respondents sometimes did not know the monetary contribution of their

insurance, resulting in an underestimate of insurance assistance. A bigger concern is

that the survey combines both insurance assistance already received and reimburse-

ment which the respondent expects to receive in the future, potentially significantly

overestimating insurance generosity.

• Per Capita Monthly Insurance Premium: This is the self-reported monthly insurance

1This can occur if the service is given free of charge or if insurance covers 100% of costs. In the latter

case, this is indubitably an underestimate of the total cost. (From 1997 to 2004, this was most frequent

among people who reported having no health insurance. More recently it has been spread across those with

insurance plans roughly in proportion to their population in the sample, although NCMS participants receive

less “free” treatment.)
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premium averaged over the population group (for earlier years it is the annual pre-

mium divided by twelve). It is clear that some respondents significantly over-report

their insurance premium. On the other hand, many respondents simply do not report

an insurance premium. Among NCMS participants, almost everyone reports their in-

surance premium. Reporting in urban schemes is not as good. In the scheme for

government workers, nominally free, a particularly large fraction does not report their

insurance premiums; one would guess that they are actually paying nothing. On the

other hand, participants in the urban employees scheme also often do not report how

much they are paying. This may be because they have not bothered to check how much

money was removed from their paycheck for health insurance. One solution would be

to ascribe to everyone the average premium among those who reported their premium.

This increases premiums for urbanites and hence runs the risk of supporting this pa-

per’s argument by tinkering with definitions. It seems wiser therefore to assign no

premium (0 RMB) to people who failed to answer that question. The truth probably

lies somewhere in between.

• Weighted Insurance Reimbursement:

Per Capita Insurance Assistance in Last 4 Weeks

Per Capita Healthcare Costs in Last 4 Weeks

This shows the fraction of total healthcare costs covered by insurance.

• Fraction of Insurance Funded by Premiums:

Per Capita Monthly Insurance Premium

Per Capita Insurance Assistance in Last 4 Weeks

This is a measure of insurance subsidy. In a commercial insurance scheme, the total
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paid into insurance by subscribers should always be greater than the total paid out;

hence this ratio should always be slightly greater than one. However, if the scheme

is subsidized, this can fall well below one. The fraction of insurance reimbursements,

etc., that are funded by subsidies, the employer, or some other source is one minus

this fraction. The problem is that in some insurance schemes non-premium funding

comes from the employer (e.g., UEBMI) and in others it comes from subsidies (e.g.,

NCMS, URBMI). Hence this overestimates subsidies in cases where respondents have

employers who support health insurance, and therefore probably overestimates urban

subsidies. But, in general, the beneficiary in the insurance scheme is getting a better

deal the lower the fraction.

• Per Capita Insurance Subsidy:

Per Capita Insurance Assistance in Last 4 Weeks−Per Capita Monthly Insurance Premium

This is a raw measure (in RMB) of “subsidy” (as discussed above) averaged over the

total population (and hence lower when the fraction of the population that is insured

is lower).

All monetary figures are given in nominal RMB. Across time this has a relatively minor

impact on the data: the ratios should be immune to the value of the RMB at a given instant,

and comparisons between various population groups within each year remain valid. Costs

rise with inflation (and expansion of the healthcare system), limiting the meaningfulness

of monetary comparisons across time. A far bigger concern is the potential incomparabil-

ity of urban and rural healthcare costs. The price level in rural areas is generally lower
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than in urban ones (Li, Sato, Sicular 2013: 65); however, this is complicated by restricting

consideration to healthcare costs.

4 Changes in Rates and Quality of Insurance

The most striking change in Chinese health insurance patterns is the rapid increase in the

prevalence of insurance during the 2000s, shown in Figure 2. The rate at which the population

is insured in urban areas declined gradually from 1993 until 2004, although among those with

town/city hukou it consistently remained higher than those with rural hukou. Among all

four subgroups, patterns of insurance began to change markedly with the 2006 survey. In

rural areas, the few rural cooperative health insurance schemes that had survived into the

reform era were supplemented by the creation of NCMS, first as a widespread experimental

program and then, in 2007, as a national program. By the 2009 survey, almost all rural

village hukou holders had health insurance (about 94%)—and almost all rural residents

with health insurance had NCMS insurance (again, about 94% of insured ruralite villagers).

Urban areas followed suit, albeit with a far more complicated array of insurance schemes;

much of the increase was due to the expansion and creation of urban employee2 and urban

resident insurance schemes, respectively, although as of 2011 the rate of insurance remain

highest among ruralite village hukou holders.

This increase in the rate of insurance is important—and its slight pro-rural bias surprising—

but is not in itself particularly meaningful. Having health insurance does not necessarily

2While UEBMI was created in 1998, the CHNS survey appears to have categorized it under “other” until

2009.
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Figure 2: Type of Insurance

imply that one’s healthcare costs will be reimbursed. Measuring insurance quality is com-

plicated because a nuanced understanding requires detailed knowledge of how individual

insurance schemes are intended to function. This is impractical when analyzing national

data in China, as UEBMI, URBMI, and NCMS are run at the municipal- or county-level.

Given this complication, a simple measure of the overall reimbursement rate seems most

tractable. Presented in Figure 3, the weighted reimbursement rate makes clear the long-

standing anti-villager bias, as well as the decline in the Chinese welfare state through 2006

and its rapid resurgence since then.

In the context of this paper, however, the most important change is the convergence
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Figure 3: Fraction of Healthcare Costs Reimbursed by Insurance

of insurance schemes across the two hukou categories. Whereas in the 1990s town/city

hukou holders could expect a significant portion of their healthcare costs to be reimbursed

by insurance, village hukou holders, on aggregate, received no more than 8% up until the

2006 survey. At times in the 1990s, rural villagers reported receiving less than 1% of their

healthcare costs from insurance. With the 2009 survey, the situation changed dramatically.

By 2011, 35% of rural villagers’ healthcare costs were covered by insurance, only slightly

lower than the 42% rate for urban town/city hukou holders and essentially equivalent to

the 38% received by rural town/city hukou holders. Intriguingly, the new laggards are the

village hukou holders in urban areas.
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This convergence of reimbursement rates suggests that rural-urban discrimination has

narrowed rapidly in the past decade. It also suggests that the government’s plans to even-

tually merge the various urban and rural health insurance schemes into one are realistic.

A better way to interrogate this question is by comparing the insurance schemes directly.

The most generous insurance schemes in 2011 were the government employees’ scheme and

the urban employees’ scheme (with weighted reimbursement rates of 51% and 48%, respec-

tively). Next came the urban residents’ scheme and the NCMS rural insurance scheme (40%

and 33%, respectively). Clearly, though, the insurance schemes for non-village hukou holders

are still uniformly more generous than for village hukou holders.

This uniform privileging of non-village hukou holders does not hold if we investigate the

matter at the provincial level. In 2011, rural village hukou holders had the highest weighted

reimbursement rate of all four groups in Beijing, Henan, Hubei, Hunan, and Guizhou. Urban

town/city hukou holders won out in Heilongjiang, Jiangsu (where they have done consistently

better than in other provinces over the past two decades), Guangxi, and Chongqing. Thus

there is huge variation across provinces. But almost everywhere, rural village hukou holders’

reimbursement rates have improved dramatically since 2006.3

It is also interesting to consider reimbursement rates for different types of care. Urbanites

with town/city hukou get reimbursed the highest percentage of inpatient costs (58%), much

higher than the 38% reimbursed to ruralite village hukou-holders. But for both outpatient

and preventative care, ruralite village hukou-holders get the highest reimbursement rate of

the four groups: 35% and 37%, respectively, relative to 31% and 20% for urbanites with

3The sole exception is Jiangsu, where the reimbursement rate for ruralites with village hukous increased

sharply from 2004 to 2006 and has since held approximately steady.
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town/city hukou.

5 Changes in Insurance Subsidies

In discussing urban-rural discrimination, an important consideration is subsidies. After the

founding of the People’s Republic of China (PRC), rural areas were used to subsidize urban

investment and growth. This structured discrimination was undermined when state economic

planning declined in importance during the reform era. In the past decade the government

has pronounced its desire to reverse the relationship, with urban areas supporting growth in

rural ones. Much of this has to do with infrastructure and investment, but a component is

focused on subsidies for everything from pension schemes to health insurance.

Considering the fraction of insurance costs borne by premiums, the enormous change in

the urban-rural subsidy relationship becomes immediately apparent. In 1993, only 1% of

town/city hukou holders’ health insurance funding came from premiums they paid. Com-

pared to the 100% expected for a perfectly efficient (and totally unprofitable) commercial

scheme, these are extraordinary: 99% of insurance expenditures were coming from some-

thing other than contributions from the insured. Urban town/city hukou holders remained

heavily privileged (although not to quite the same extent) into the early 2000s. Of course,

as discussed above, this counts as “subsidies” contributions by work units (essentially salary

reductions) that go into health insurance. Still, it makes clear the contrast with village

hukou holders, who from 1997 to 2004 paid through premiums almost all of what they got

back from insurance.

Urban subsidies declined significantly through 2006, at which point urban town/city
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Figure 4: Fraction of Insurance Spending Funded by Beneficiary Premiums

hukou holders paid in premiums for 30% of their health insurance. Indeed, by 2009 village

hukou holders in rural areas were receiving more generous subsidies than anyone else, al-

though they were still paying for 19% of their insurance costs. Since 2009, subsidies have

increased with a clear pro-rural villager bias. By 2011, 89% of rural villagers’ health insur-

ance benefits were paid by something other than the recipients’ premiums. Among town/city

hukou holders in urban areas, this figure is only 67%. (And in fact this figure is almost cer-

tainly an overestimate. If we ascribe average premiums to those who failed to report their

premium—rather than unrealistically assuming they paid nothing for insurance, as we do

here—then 55% of urban town/city hukou holders’ insurance costs are funded by premiums,
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as opposed to just 12% for rural villagers.) Again, village hukou holders in urban areas have

the lowest subsidy ratio, with only 18% of insurance payments coming from subsidies or other

sources besides the beneficiaries’ premiums. Rural village hukou holders have the highest

subsidy ratio in most surveyed provinces, except Shanghai, Shandong, and Chongqing.

Figure 5: Per Capita Insurance Subsidy

A simpler but more problematic way to look at “subsidies” (with all the definitional

luggage described above) is in raw RMB amounts. This is troublesome because price levels

in urban and rural areas are different. Still, keeping inflation in mind (subsidies from earlier

years are inherently much lower as these are all in nominal RMB), Figure 5 shows a similar

pattern to that in Figure 4: subsidies collapse in 2006 and rise thereafter. However, raw
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subsidies (including employer contributions) are higher among town and city hukou holders

than among village hukou holders.

Looking at the level of insurance policies, NCMS rural cooperative insurance has had

by far the most generous payout ratio of any insurance scheme since 2006, exceeding even

that of government employees. In fact, the NCMS pay-out ratio fits quite well with annual

publicized government subsidies, which for 2011 were 200 RMB (compared to 246.21 RMB in

annual per capita insurance outlays, MOH 2013). Thus, using Ministry of Health data, 80%

of insurance costs were covered by subsidies; using CHNS data, it was 92%. In second place

was the urban resident’s scheme; in third was the urban employee’s scheme, with about 74%

of insurance costs covered by someone other than the beneficiary (i.e., the employer)—close

to the 75% policy target.4 The raw “subsidy” figure is led by the urban employees’ scheme.

These measures of subsidies are, however, problematic, as they do not account for pre-

pricing subsidies: anything paid directly to the hospital by the government that reduces the

total billed cost of healthcare. On the other hand, they are reasonably good at measuring

pro-rural subsidies: ruralites are less likely to have employers contributing to their health

insurance, and since the abolition of the agricultural tax in 2004-2005, rural governments

have been increasingly funded by transfer payments rather than local taxation.

Still, it is clear that subsidies for rural village hukou holders have risen rapidly. Subsidies

provide a higher percentage of their insurance costs than is the case for other population

groups—and this has risen dramatically in recent years.

4This falls to 57% if we assign average premiums to those who failed to report their premiums, almost

certainly a more accurate approach for the UEBMI scheme.
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6 Remaining Differences in Healthcare Expenditures

& Access

A discussion of healthcare is not complete without at least briefly comparing per capita

expenditures. Unsurprisingly, as shown in Figure 6, town and city hukou holders have

always spent more than village hukou holders. Since spending about the same amount on

healthcare in 1993, urban town/city hukou holders have spent more than rural village hukou

holders on healthcare. But the ratio has declined: in 1997, urban town and city hukou

holders spent 5.7 times as much as rural villagers on healthcare; by 2011, the ratio had fallen

to 1.6. However, this measure is subject to misinterpretation because it conflates differences

in quantity and quality of healthcare consumed with differences in the price level.

Looking instead from the perspective of different insurance schemes, for many years,

respondents with government employee health insurance spent by far the most on health-

care. Since 2009, holders of the urban employee insurance scheme have surpassed them, and

in 2011 urban residents’ scheme participants and even NCMS rural cooperative insurance

participants did as well.

Another way to look at the quantity of healthcare consumed—and one that escapes the

trap of geographically and temporally varying price levels—is the fraction of the population

that accessed the healthcare system in the past four weeks, shown in Figure 7. While it

is evident that rural village hukou holders are less likely to use the healthcare system, and

there is no convergent trend (in fact from 2009 to 2011 there is a slight divergence), the rates

at which each population group accesses the healthcare system increase together. More

problematically, the data shows a huge jump from 2000 to 2004, which reflects an enormous,
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Figure 6: Per Capita Healthcare Expenses in Last 4 Weeks

not readily explicable increase in the percentage of respondents reporting having been sick

or injured in the past four weeks.5

5This might have something to do with CHNS’s transition from a more household-based interview style

to a more individual-based one. One way around this problem is to measure the fraction of the self-reported

sick or injured population that saw a doctor for non-preventative care. While tempting, this seems primarily

to measure differences in how different portions of the population define sick and injured: ruralites with

village hukou are less likely to report being sick or injured that urbanites with town or city hukou, but they

are much more likely to see a doctor if sick or injured.
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Figure 7: Fraction of Population Accessing the Healthcare System in Last 4 Weeks

7 Conclusion

Chinese health insurance has evolved dramatically in the past two decades. The period to

2006 was marked by a general decline in generosity of benefits, particularly for the town and

city hukou holders who were the primary beneficiaries of the Mao-era and early reform era

systems. Since 2006, the insurance system has expanded dramatically to include essentially

the entire population. Moreover, these are substantive insurance schemes: subsidies and

overall insurance reimbursement rates have increased substantially, although they have not

attained the heights once seen by town and city hukou holders’ insurance in the early 1990s.

Perhaps more important to our understanding of China beyond the healthcare sphere,
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the discrimination against village hukou holders so blatantly prevalent in the past is now

a function of what measures are used to evaluate insurance quality. This convergence is

breathtaking. For over fifty years of the PRC’s existence, urban areas were privileged over

rural ones in terms of health insurance. That by some measures this has been reversed and

by all measures it has declined—and all since the mid-2000s—is astounding.

To the extent that reversal is evident, it is in the insurance payout ratio. The percentage

of insurance costs covered by subsidies is now higher for rural village hukou holders than

for urban town/city hukou holders. The weighted reimbursement rate suggests convergence

rather than reversal; most of the population now gets about 40% of its healthcare costs

covered by insurance. These costs, however, are dramatically higher for holders of town and

city hukou. This is partly because people with town and city hukou are consuming more

healthcare, but it is also partly because of different price levels in urban and rural areas.

Consistently, urban village hukou holders are benefitting the least from recent improvements

in health insurance.

In sum, the Chinese health insurance system today is vastly less discriminatory by hukou

than in the past. This is not to say that the system is no longer discriminatory. Huge

variations remain between provinces—the municipalities stand out for their generosity. But

the national dichotomy between privileged town and city hukou holders and overburdened

village hukou holders appears to be declining—or already gone—in terms of health insurance.

Whether the dichotomy will disappear as quickly in terms of other welfare programs such

as the conservative new rural pension scheme introduced in 2009 or the chronically abused

minimum livelihood guarantee is another matter.
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are available online at http://www.stats.gov.cn/tjsj/ndsj/renkoupucha/2000pucha/html/t0106.htm

and http://www.stats.gov.cn/tjsj/pcsj/rkpc/6rp/excel/A0106a.xls, respectively.
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