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The Models and Determinants of Upgrading China's Social Basic Medical
Insurance Scheme from the Prefecture Pooling Level to the Provincial Pooling
Level
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Abstract: Pooling at a low level is one of primary problems faced by China's social basic
medical insurance schemes. Although China's central government claimed clearly in 2011 that its
social basic medical insurance schemes should pool at provincial level, merely seven provinces
have realized this objective for their Urban Employee-based Medical Insurance Scheme (UEBMI)
up to now. Employing a Probit model, our empirical study finds that the feasibility of upgrading
the pooling level of UEBMI from the prefecture to the provincial relies on the total size of its
enrollees, the income inequality among counties administered by the province, and the share of
counties financially directly managed by the province, but not on the number of counties
administered by the province. Based on the model prediction, among provinces having not
achieved the objective, Guangxi and Jilin are suitable for upgrading their pooling level. According
to the existent experience by the seven provinces, in order to facilitate the upgrading process,
policy-decision maker should let the accumulated pooled-fund surplus of the prefecture before
upgrading remain under the charge of the prefecture after upgrading; moreover, after upgrading, to
alleviate their moral hazard in supervision, prefectures should take certain responsibility by their
public finance revenue for the upgraded pool.

Key Words: Provincial Pooling level; Medical Insurance; Mutual Compensation Model;
Totally Integrated Model
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