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ABSTRACT
In 2003 China launched the New Cooperative Medical Scheme (NCMS) as a form of health insurance for the rural areas.  Counties play an important part in the management of the system. This raises issues over the capacity of local government to manage complex health insurance systems. This paper examines the extent and impact of managerial capacity of the county level to manage the NCMS. 

The paper is largely based on qualitative data but supported by quantitative data. Policy makers, NCMS administrators, health providers and rural residents were interviewed. Data was collected in May 2006 in six counties in rural China. 

Management capacity was defined as the capability to bring together and use resources to carry out responsibilities. The research results are grouped into three specific areas of management capacity: staff, organisational and contextual. Respondents complained about inadequate staff resources, poor organisational resources and conduct of responsibilities in key areas such as premium collection and remuneration.  Key problems in contextual capacity included: counties are restricted in their ability to use resources for management; counties lack support from other organisations and suffer from a conflict of responsibilities.   

This paper underlines the importance of effective management capacity for the NCMS at the decentralised level and suggests pointers for the content and process of management capacity development. 

Introduction
In 2003 China launched the New Cooperative Medical Scheme (NCMS) as a form of subsidised health insurance for the rural areas. Following the demise of the rural Cooperative Medical Scheme during the 1980s with the marketisation of the rural economy, large sections of the rural population were left without health insurance coverage.  The expansion of the new system has been dramatic. By September 2007, nearly 86% of the rural population were covered by the NCMS (Ministry of Health China, 2007). This process, however, has not been without its challenges.  It is well recognised that a key issue in the development of any insurance system is the development of a managerial capacity (Jakab & Krishnan, 2001; Mills & Bennett, 2002; Ahmed, Islam, Quashem & Ahmed, 2005).  The issue of capacity in the Chinese rural health insurance system is of particular interest given the decentralised nature of the system.  Counties play an important part in the management of the system, setting terms and conditions within a national framework, subsidising member contributions and generally administering the system.   This raises important issues over the capacity of local government in rural China to manage complex health insurance systems (Bloom & Tang, 1999). 
The aim of this paper is to examine the extent and impact of managerial capacity of the county level to manage the NCMS as perceived by the major stakeholders. The paper is based on mostly qualitative research conducted in three counties in the province of ShanDong and three counties in the province of NingXia.  Following this introduction, the paper provides a general introduction to the NCMS and the role of the rural counties and then briefly describes the methodology used in the research.  It then moves on to the findings on management capacity of the NCMS in the six study counties focusing on three dimensions of management capacity: staff capacity, organisational capacity and contextual capacity (UNDP, 2008).  The discussion section of the paper then develops two key themes based on the findings: the importance of managerial capacity in the context of decentralised health insurance and ways forward for the process and content of management change.  

The importance of the paper rests firstly on its relevance to health and health care in rural China.  The Government of China has, in recent years, shown increasing interest in the need to improve health care delivery in the rural areas, as expressed in a speech in 2005 by vice premier Wu Yi (Ministry of Health China, 2005). The paper also has an international dimension.  Countries as diverse as Colombia, the Philippines, Ghana and Tanzania have developed government sponsored health insurance systems in which local government plays an important part in their initiation, management and / or development (Ruiz et al., 1999; Appiah-Denkyira & Preker, 2005; Obermann et al., 2006).  
Background: NCMS and the role of the counties

Health care expenditure in China has soared over the last 25 years, growing at 16% per year which is 7% faster than the growth of gross domestic product (GDP). In addition patients’ out-of-pocket health expenditure grew at an average annual rate of 15.7% (Zhao et al. 2001; Blumenthal & Hsiao, 2005; Smith et al. 2005). Table 1 shows that expenditure on health in 2006 forms a percentage of GDP which is split between 42% government and 58% private expenditure.  Out of pocket expenditure takes clear precedence over private prepaid plans while 54.1% of government expenditure is through forms of social secutirty expenditure. Government run health insurance systems are different for the urban and rural areas; the urban areas are principally covered by the Basic Health Insurance System (BHIS) while the New Cooperative Medical System is a voluntary medical mutual assistance system for rural inhabitants. It was launched between 2003 and 2005 in the six counties of the research. The main focus of the system is to avoid the problems of poverty created by illness.  It is organized, guided and supported by government at different levels and operates through a joint system of financing by individuals and both local and central governments, as shown in table 1.  The decentralised character of the NCMS means that there are differences between the two provinces and counties. Also, NingXia receives central subsidies due to its lower socio-economic status.
Table 1:  Health financing and expenditure in China (2006)

Table 2: Basic features of the NCMS in the six research counties (in 2006)
Two levels of funds exist in four of the counties. Family members are organised into a family savings fund (FSF) which is mainly based on the individual contributions and is used totally for outpatient services.  The rest of the contributions go into a county wide common fund which is used totally to pay for inpatient services. In the other two counties, all funding goes into the county wide fund for both outpatient and inpatient services. Members can receive health care at any designated medical institution within the county or similarly designated referral services. Members pay the health facilities before treatment and then receive reimbursements. Counties, however, differ in the management of the reimbursements: in some cases members have to claim their reimbursements from the NCMS management office, while in other cases they get nearly immediate reimbursements from the health facilities and the latter then reclaims the money from the NCMS management office. The money is transferred to the account of the specific health facility through an agent bank after audit by the NCMS administration and finance departments. The NCMS also operates a number of mechanisms to avoid cost escalation and budget deficits.  For example, complex regulations exist including setting out deductibles, co-payments, and fund ceilings in addition to stipulations of drug and service lists. Table 2 indicates that five of the counties had a positive fund balance in 2006.

As already noted, the NCMS operates through a basically decentralised system, although it should be made clear that it is a national scheme in which central government operates a regulatory, financing and monitoring role. At the centre, the NCMS is the responsibility of the Ministry of Health (MoH) which has its own Department of Rural Health.  There is also a national level NCMS Committee with membership drawn from the MoH and other national ministries and organisations. The NCMS is then managed through the basic structure of decentralised government in rural China; the country is divided into provinces which, in turn, are divided into prefectures, counties and then townships. The prefectures are relatively limited to administrative and funding roles. The counties work within the national NCMS regulations to develop their own schemes. The counties can decide the amounts of premium to be collected from enrolees, what can be included in the benefit package, the reimbursement rates, co-payment and ceiling levels, and cost control methods to be implemented. National level regulations require that NCMS funding should not be used for the NCMS management or staff bonuses (Ministry of Health China, 2007). 
Methodology
The data presented in this paper was generated as part of a broader research project on rural health insurance in China and Vietnam and funded by the European Union.
The provinces of ShanDong in eastern China and NingXia in the less developed west were selected as study sites. This choice was based on willingness to participate in the research project, operation of the NCMS, geographical distribution and level of development. Three counties were selected in each province using the same criteria as above. Table 3 shows the basic information about the six counties.

Table 3: Basic information on six counties in ShanDong and NingXia provinces (2005)
Both quantitative and qualitative techniques were used to examine the extent and impact of managerial capacity of six counties to manage the NCMS. This paper presents mainly qualitative data, which is supported by relevant quantitative data. Data was collected in May, 2006. A survey of NCMS management and designated facilities was used to collect data on coverage, financing, payment system, reimbursement, organization and regulation for NCMS in the six counties. The survey was carried out by the project researchers, using a structured questionnaire.

Key informant interviews with 39 policy makers, managers and administrators (see table 4) were conducted, including government officials from health bureau, civil affairs department, finance department, township government and administrators from NCMS management facilities in county and township level.  These interviews explored perceptions of the current situation and experiences of difficulties in NCMS management together with ideas for capacity development. Focus group discussions (FGDs) with residents who were members and non members of the NCMS and interviews with users of inpatient services were conducted to generate information about knowledge and perceptions of NCMS schemes. FGDs with doctors and individual interviews with heads from hospitals were conducted to understand their perceptions of NCMS (see table 4). The focus group discussions and interviews were conducted by the project researchers, led by the first author, following a training workshop based on the detailed topic guides.
Table 4: Interviews and focus group discussions conducted according to province
The project, entitled, “Bringing health care to the vulnerable- developing equitable and sustainable rural health insurance in China and Vietnam (RHINCAV)”, was funded by the European Commission (Specific Targeted Research Project) and co-ordinated by the Liverpool School of Tropical Medicine”. Informed consent was obtained from each participant prior to the interview or focus group discussion.  Ethical approval was obtained from the Research Ethics Committee at the Liverpool School of Tropical Medicine in UK and at School of Public Health of Fudan University in China (Approval No. IRB#06-04-0061).

The quantitative data from NCMS management facility-based survey was checked, entered into a database, and was analyzed for description using Excel 2002. The qualitative information from key informant interviews was noted and recorded with the permission of each participant, and transcribed by the research team. The ‘frame-work approach’ was employed to analyze the data, using a common analytical framework based on key concepts investigated in the topic guides and themes emerging from an initial reading of the transcripts (Ritchie et al. 2003). All qualitative data was coded, sorted, and classified using Maxqda2, according to the agreed analysis framework. Charting of each key theme enabled the identification of common and divergent perceptions and associations, and the development of explanations. Triangulation of research participants and researchers enabled crosschecking of the data and brought out different points of view.

Capacity is related to the facility / capability to achieve objectives and meet responsibilities.  UNDP (2008, p.4) defines it as “the process through which individuals, organisations and societies obtain, strengthen and maintain the capabilities to set and achieve their own development objectives over time”. It is held (or not, depending on the case) by persons and within groups and organisations these being the counties in this research.  For the purposes of data analysis, management capacity is defined as the facility / capability to bring together and use resources with a view to carrying out responsibilities and achieving objectives (Keeling, 1972; Green and Collins, 2006).  With respect to the NCMS management responsibilities at the provincial and county levels, table 5 identifies them although it should be pointed out that there is some variation between counties in this respect.  The county NCMS regulations referred to in the table are usually proposed by the NCMS administrative organization and should be discussed and approved by the county NCMS committee, and then submitted to the provincial level for approval and recording.
Table 5: NCMS committee and office structure and responsibility at provincial and county levels

Greater precision is given in this paper to the meaning of management capacity through an adaptation of the areas of the UNDP (2008) framework for capacity development. Three areas of management capacity may be identified.  Firstly, there is staff capacity which refers to the skills and experience of the local NCMS management staff.  Secondly, there is organisational capacity which refers to “…the policies, procedures and frameworks that allow an organisation to operate and deliver on its mandate and that enable individual capacities to connect and achieve goals” (UNDP, 2008, p.6).  As will be seen in the research results, management resources such as buildings, transport and information technology may also be included as organizational capacity.  Thirdly, there is contextual capacity or the ‘enabling environment’ (UNDP, 2008) which refers to “…the policies, legislation, power relations and social norms, all of which govern the mandates, priorities, modes of operation and civic engagement across different parts of society. These factors determine the “rules of the game” for interaction between and among organizations” (UNDP, 2008, p.6).  Table 6 gives detail and precision to these three areas of management capacity by setting out the key and sub issues generated by the research data.  
Table 6: Areas of management capacity, key and sub-issues identified in the research
Results 
Local NCMS management staff capacity

National guidelines state that the NCMS fund is not allowed to use monies for NCMS management. While staff employed to meet the NCMS quota have salaries paid from the county budget, additional staff on temporary transfer are paid by their former unit/employer. There are, however, important variations between the counties. Table 7 shows the fluctuations and observed variations between the counties in relation to the funding of the management function. 

Table 7: Variations in the financing of the management function

The local NCMS staff were a mixture of permanent transfers and seconded staff and some were still paid by their former organisations. Most staff came from county level hospitals, township health centres or the county health bureaus while a few staff came from the local bank or other places. Most of them were health workers, a few were accountants, and several of them were secretaries or logistical staff in their former agencies. The education backgrounds of most staff were medical college (post secondary level) or technical secondary school (senior secondary level).  The majority of staff received some short-term training on NCMS policy and data management during the period of NCMS implementation. 

The study revealed that there are several problems related to human resources in the six counties. These include: shortage of staff (particularly qualified professional staff), instability/movement of staff and heavy workload. For example, a county NCMS director said that they did not have any staff with a background as a medical doctor to check prescriptions and patient charts.  The leader of a county health bureau explained the difficulties in staffing the NCMS centre:
We have 6 people in NCMS centre in total. Among them, one has difficulty doing this work as he has an agricultural background and was sent from the township government. Two who graduated from technical secondary school with some basic medical experience, were employed because they know other staff. They are now preparing for college and we cannot ask them to do more work. We have no statistician. 5-6 people are not enough as my county needs at least 10 professional staff to do this work.
The Director of the NCMS management office in one county compared staff in the NCMS rural office with the separate urban health insurance system running under the Bureau of Urban Basic Health Insurance System.  The data, as indicated in tables 8 and 9 (and provided by the Director), underlines the staffing difficulties faced by the county office of the rural NCMS.  The target population and the number of patients per year to administer are much higher for the NCMS while the staff quota and additional staff (seconded and paid by their original organisation) are much lower for the NCMS.  Workload comparisons underline the difficulties. The NCMS has to deal with significantly more patient reimbursements. In addition, participation in the BHIS is compulsory for staff when their organisation affiliates to the BHIS and premium payments are administratively easier through the account system in each work unit. In contrast, enrolment in the NCMS is voluntary and not based on organisational affiliation. It requires significantly more work, particularly in the actual process of premium collection and awareness raising.
Table 8: Staff numbers and skills in NCMS office

Table 9: Comparison of staff in local offices for BHIS and NCMS in one county

Directors from several of the other NCMS offices stated that staff with experience in medicine, management, finance, and computer science were all needed for NCMS management.
 Local NCMS organisational capacity
Management equipment 
There was no independent or separate office accommodation for NCMS management organization in the six counties. In five counties the NCMS offices were located in the Health Bureau building and in the County Hospital in the other. Computer equipment was generally poor, although better in the counties of ShanDong. The computers in the NCMS office in one county in ShanDong and two counties in NingXia were provided by local banks in which NCMS funds were deposited, while some counties received their computers through the budget of the County Health Bureau.  Most of the NCMS offices receive some furniture support from the local banks, while one NCMS office received a used vehicle for visiting the field. However, other counties do not have their own vehicles and are dependent on the Health Bureau vehicles for visiting the field. 
One Director of a NCMS office compared this situation to the management equipment available in local BHIS and NCMS offices: the computers, server and software cost 700,000 Yuan for the urban office, compared to 20,000 Yuan for the rural office.  Respondents reported that many NCMS management offices work with old equipment.  According to the director of a county NCMS office in NingXia: 
The NCMS computer equipment and programmes are not up to date, for example, a virus attacked the system some days ago and it took a week to kill the virus. This would not happen in the urban medical insurance scheme as their antivirus programmes are worth thousands of Yuan. 

All respondents from the county NCMS office and Health Bureau in NingXia complained that this makes it difficult for the offices to operate efficiently. 
A county level NCMS manager from NingXia complained: 
We received free pilot software for NCMS management from an institute in Beijing, but we have only 5 computers. To operate these programmes we need more computers and intranet. This may cost 300,000 Yuan, but we have no guarantee from the county government that they will support this. If we have no hardware, how can we use the software?
The Directors of the Health Bureau and the management office in one county in NingXia also expressed concern about out of date information services. It was pointed out that the examination and approval of claims, settlement of funds and auditing work is all done by hand. The importance of a more sophisticated information system was given added weight given the inadequate number of staff and the need to be more time efficient. The limitations of the computerized information system were seen to restrict the development of the management office.  
According to some village doctors: 

The membership card is handwritten, so problems such as unclear writing, alterations, and mis-recording exist. Also some families own 2 membership cards at one time.
Premium collection

Although county governments organise premium collection from the members, the means vary between the counties; in NingXia it is done by township and village cadres going from door to door, while in ShanDong it is done by village cadres door to door or by health staff in village and township health facilities. 
Most respondents from the county Health Bureau and NCMS office tended to see the premium collection process as difficult, inefficient and a burden.  One leader from a County Health Bureau (NingXia) commented:
It takes two to three months for village cadres to collect premiums door to door. Some families have to be visited 5 or 6 times. This requires a lot of human resources, but the cadres do not have any additional subsidy. I am not sure whether this kind of approach is sustainable beyond 3 to 5 years.
A county NCMS office staff member from NingXia said:
Based on a conservative estimation, for each ten Yuan premium, it costs at least 2 or 3 Yuan to collect it.
In one county in ShanDong where the health staff in the township hospital were responsible for premium collection, there were many complaints about the burden of this responsibility.  There was some debate amongst respondents in the different counties as to whether it should be done by health workers: while health staff were seen as more trustworthy by members, it did take them away from their service delivery roles and there was no additional funding for this activity.  
Designating health facilities
A management responsibility of the local NCMS office is to designate which health facilities are to be used by patients and how this fits into the referral system. Patients criticised the referral procedures as being complicated and  members lacked understanding of the procedures while some simply ignored them.  Respondents also considered that the procedures concerning designated health facilities and medicines are restrictive. 
Reimbursements
Counties take a key role in the reimbursement process; they can set (within national guidelines) the rate of reimbursement and are responsible for administering the process. Many residents tended to point to the complicated, long-winded, expensive and time-consuming nature of the reimbursement process. As reimbursements are generally recognised to be a small proportion of the initial fees paid to the health facilities, it is hardly surprising that this generates dissatisfaction among members. For example, one male NCMS member in NingXia mentioned:
I heard from a neighbour that he visited the reimbursement office 3 or 4 times, but only received 70 Yuan, having spent 5000 Yuan.

According to one doctor from a county in ShanDong:

The amount of reimbursement does not help the patient. If a patient spends 2000-3000 Yuan, he/she can only be reimbursed 200-300 Yuan. As the procedure for reimbursement is complicated and the reimbursement proportion is low, some patients are not willing to go through the process. 

Many complaints were made by NCMS officers about the current situation: reimbursement settlements are done by hand; members had difficulty in raising the money to pay the bill first before they sought reimbursement; reimbursement windows are few and their location required travel; on occasion members would travel some distance to be told to return at another time due to staff being unavailable; and lack of information technology (IT) raised the possibility of malpractice. 
One further problem of the reimbursement mechanisms is that the lengthy procedures can also present problems for the health facilities. The system whereby patients pay and are then partially reimbursed by the health facilities, who then claim from the NCMS office can cause financial problems for health facilities. Some facilities may get advances from the NCMS offices for this, but others do not, and payment delays can cause financial difficulties for facilities in either case.
Health facility supervision

There is a concern that the NCMS offices are not exercising effective management supervision over the health facilities in areas such as the reimbursement procedures. Table 10 illustrates these problems and their association with lack of management resources described in the previous section. Supervision in NingXia was also hindered by the lack of vehicles, computers, internet, and intranet. 
Table 10: NCMS office supervision and control of health facilities in the study counties (based on interviews with Health Bureau and NCMS agency staff)
Information and dissemination
Research data confirmed that one of the key tasks of the NCMS office – dissemination of information about the system – was not being carried out well. Many villagers were not clear about how to get reimbursement. In particular, a large number of villagers did not know that there is no reimbursement when the referral procedures are not followed.  This means that some patients incur a large amount of expenditure with no reimbursement. For example, a patient with a pituitary tumour in one county in ShanDong did not get any money back from NCMS although she spent more than 100,000 Yuan. The village cadres had not explained NCMS to her and she did not know that she needed to be referred in order to receive any reimbursement. 

Many residents preferred to go to the closest hospitals even if they were in another county. In NingXia, regulations state that in “out-of-county” hospitals, patients should pay the first 500 Yuan and then get reimbursement at a ratio of 15%. Some villagers did not know the referral procedure and thought that the reimbursement ratio was 30% or 40%, as it is in ‘in-county’ hospitals.  They knew little about this detailed regulation until they were discharged from hospital and applied for reimbursement.

Regulatory change

The research indicated a number of changes introduced since the scheme was launched to improve the NCMS management process and these are set out in Box 1. These changes were introduced in the period between the beginning of the scheme and the data collection for the research.  

Box 1: Management changes introduced in six research counties
	· Changes have been made to the regulations with an increased reimbursement ratio, decrease in the deductible and a system of second time reimbursement process following high expenditure by a member.

· Introduction of a quota of authorized personnel for the NCMS office.

· Some staff have been trained through workshops. 

· There has been an increase in the number of reimbursement windows and windows have been introduced into county general hospital and township health centres. 

· Greater clarity in the designation of health facilities covered by the NCMS by the NCMS has been introduced; in ShanDong all village clinics have been designated, whereas in NinXia designated village clinics have been piloted.. 

· Cost control has been improved through the use of an approved drug list. Also attention has been paid to villagers’ utilisation rate and the average cost increase in hospitals. The reimbursement window was closed in a county general hospital after the NCMS office found that the cost items had not been checked well concerning the package and drug list. 

· Cooperation took place with a research institute using pilot network software for information management. 


Many respondents from the Health Bureau and NCMS office also came forward with a number of ideas for further change, as set out in Box 2. As in the case of Box 1, these changes cover a broad range of management capacity, such as financing mechanisms, planning, organisational affiliation, disseminating information, and professional skills.  External support for the counties through central government regulation was also emphasised by one respondent from NCMS office in NingXia: 
NCMS has operated for three years and some regulations need to be established. These regulations have two main purposes: firstly to show that the central government is paying attention to NCMS and the rural residents. Secondly, they can clarify each department’s responsibilities, and reform the management situation from “personal rule” to “legal rule”. 
Box 2: Recommendations for management change in the six research counties
	· One county in NingXia is proposing to introduce a voluntary financing mechanism this year with members submitting premium payments to local banks.

· The need for a long term plan for the operating budget and for premium collection was emphasised by some respondents from Health Bureau and NCMS office.  
· Managers of Health Bureaus and the NCMS management agency all identified that in order to work more effectively, the affiliation of NCMS management agency needs to be more clearly defined. They thought that the NCMS management agency needs to be separated from the Health Bureau and the township hospitals, and an independent system should be formed, rather than merging with the Bureau of Urban Medical Insurance. One Health Bureau director said: The NCMS is a government agency providing service and supervision. So the management agency of the NCMS should be independent, not set by health bureau. In the future it should be like the urban medical insurance.   
· The majority of respondents from all NCMS offices also looked to the NCMS office taking the leading role in information dissemination: the NCMS needs to be supported by other government departments, dissemination needs to be routine, better explained, and more appropriate to the lives of villagers. Better information, it was considered, leads to more trust.  

· Other proposals included the need for more professional staff to manage the NCMS office.  The need for more government support in IT network, software and maintenance was also mentioned. 


Contextual capacity
Local NCMS authority
An important feature of the NCMS system is the decentralisation of authority to the counties and their role in the setting of the NCMS regulations.  As noted above, this has allowed for the development of local organisational capacity in the formulation and implementation of regulatory change. On the other hand, there is clear limitation on local NCMS capacity in that there is a national regulation forbidding the local NCMS authorities from using income from the premiums to fund management activity. This has had an impact on the staffing and level of equipment for management activity. Respondents complained about the inadequate and irregular operating budget for the NCMS office. According to one Director of a county NCMS office:

The sign of a long term plan for the NCMS is the operating budget of the NCMS management office being listed in the government financial budget. Otherwise, there’s no guarantee that the NCMS management will receive a regular budget.
Clarity of responsibilities

A particular problem of the local NCMS responsibilities is how they fit in with the broader local health system. Some respondents from the Health Bureau raised issues surrounding the dual role of the Health Bureau. On the one hand, it is responsible for managing the health facilities and needs to ensure that they are adequately reimbursed and are generating income to meet about 70% of health workers’ salaries (the other sum comes directly from the Health Bureau).  On the other, they are required to represent the interests of the members and ensure that member health expenditure does not lead to poverty.   The linking of the NCMS to the County Health Bureau does raise the difficult issue of a conflict of interest.  Table 10 also draws attention to the dependence in one county of the NCMS office on the local health facility while at the same time trying to exercise its supervisory role over the health facility. 
Organisational support

The local NCMS authorities depends on other organisations for management support and, as noted above, this has proved to be insufficient, variable and contradictory.  The issue of the lack of long term sustainability in the system was summed up well by one NCMS staff member from a county in NingXia:

To encourage people to participate in NCMS, every year the county government leader gives a speech at a premium collection start-up meeting. Last year we had that meeting, this year too, but how about next year or later? It is not certain what the situation will be in the future. Therefore we need to establish a long term mechanism: to set up a system, for example, establishing a branch of NCMS management office with someone being responsible for premium collection, reimbursement, and information dissemination.
A further issue concerns the extent to which health facilities are supportive to the management of the NCMS. An illustration of the complex issues facing NCMS control and supervision concerns the regulation that the proportion of out-of-list medicine prescribed should not exceed 8-15% of the total expenditure on drugs in three counties in NingXia. Once exceeded, the surplus needs to be covered by the hospital itself and the hospital can make the doctor responsible. As a reaction to the regulation, some doctors from NingXia said:

 Some county hospitals shifted inpatient prescriptions to outpatient prescriptions in order to avoid the punishment and “reduce” the average inpatient cost as well. It was difficult for the management centre to routinely identify this activity. 
Another problem mentioned by some doctors from NingXia was that some hospitals changed the names of non-list medicines used to those medicines on the NCMS list so that patients could be reimbursed. This was also difficult for the NCMS management centre to routinely identify.  Also, design and implementation problems in the referral process were expressed by some respondents from the Health Bureau and the NCMS office: the referral system was seen to be affected by the rent seeking behaviour of hospitals, whereby hospitals may not refer patients or delay referrals in order to generate money by treating them.  
Discussion

The aim of this paper is to examine the extent and impact of managerial capacity of the county level to manage the NCMS as perceived by the major stakeholders. The results point to key problems firstly in the area of staff capacity. Problems were also identified in the organisational capacity, particularly in the area of managerial resources (such as information technology) and in the procedures and policies in key areas (such as reimbursements and health facility supervision). On the other hand, managers show a clear capacity to innovate and introduce change to the local NCMS system.  The analysis of contextual capacity shows constraints in the ‘enabling environment’ of the local NCMS authorities. The description presented of the findings shows strong interrelations between the three areas of management capacity – staff, organisational and contextual. These findings raise important issues in relation to managerial capacity for health insurance at the decentralised level and the process of capacity development. 

Managerial capacity for effective health insurance at the decentralised level
These research findings confirm and develop the concerns over the capacity of the decentralised level in government sponsored health insurance in three ways. 
Firstly, the findings support broader concerns over general management capacity at the local government levels in China. Certainly Tang and Bloom (2000) have noted the lack of managerial capacity at the township level, which is below the county.  Wang’s  (2002) analysis of county level budgeting in three counties in north west China point to high levels of expenditure on staff, lack of budgeting in the non-staff expenditure plus little involvement of citizens in budget formulation. Writing on the introduction of the NCMS through pilot projects, Kelaher and Dollery (2003, p.21) noted the weak capacity of the county to “…implement and manage the new CMS…” while the province, which has an over-sight role, “…also has generally little experience with risk pooling health schemes.” Liu (2004) similarly raises concerns about China’s lack of experience in operating NCMS at the county level.
Secondly, the NCMS is a complex system that seeks, on the one hand, to widen coverage and access and, on the other, ensure cost containment through both supply and demand side measures. This research raised important issues over the capacity of the local level to manage and supervise such complexity. In particular, the county level lacks capacity in the supervision of health facilities and the practices of drug management by providers.  Concerns over the supervision of health providers and their practices are not new in China; there is, for example, a broader concern over supplier induced demand in China and rent seeking behaviour among health care providers.  This certainly raises the concern over the capacity of local government to design schemes to control such behaviour.  To balance these often competing objectives, the NCMS has developed a myriad of norms and regulations.  This complexity of the system has heightened the requirement for managerial capacity in the system. 
Thirdly, China, however, is not alone in combining features of decentralization

with government sponsored health insurance and expressing concern over its

management. Countries as diverse as Colombia, Ghana, the Philippines and Tanzania

also operate forms of local government involvement in government sponsored health

insurance. Local political influences in the Philippines (Obermann et al., 2006) and

management capacity in Ghana (Appiah-Denkyira and Preker, 2005) are challenges

to be met. In short, the incorporation of decentralized features into systems of health

insurance places the onus of strengthening the management capacity at that level.
Process and content of capacity development

The research provides some important pointers around the way in which capacity development could be undertaken.  
Firstly, any capacity development needs to be based on a capacity needs assessment (CNA). The research provides useful indications of the specific areas for capacity development; staff numbers and skills, management equipment, financing NCMS management, organisational structure and information systems. This allows for a subsequent targeting of capacity development initiatives around specific management resources and responsibilities. This research, which was mainly based on a qualitative methodology of interviews and FGDs provides useful but not full data for a CNA.  For example, it is interesting to note that issues such as the role of the NCMS office in ensuring quality of care and developing new forms of provider payment did not emerge as stronger issues in the research. Given the well recognised tendencies towards supplier induced demand by government health facilities in China, these may appear as strange. On reflection this may have been due to poor understanding of the different options in these two fields by the respondents and how the NCMS could take on such roles. 

Secondly, it is important to understand the issues of capacity within a context.  Context refers to those factors in the environment that have a significant impact on the phenomenon in question, which in this case is that of management capacity.  For example, the characteristics of the NCMS have to be considered.  It is a new programme, has been introduced very rapidly, is complex, decentralised and being implemented in many of the poorly resourced areas of the country.  Local context is also important; a point well made by one of the NCMS county level staff members in NingXia in referring to the lack of stable support for the NCMS among local government leaders. 
Thirdly, the issue of management capacity forms part of a broader process of improving health care in the rural areas. Not everything in the process of capacity development can be reduced to issues of management capacity. Neither can local management capacity be easily separated from other areas of capacity development. Member complaints over the low level of NCMS reimbursements, for example, are only partly related to management capacity. On the one hand, the funds accumulated strong surpluses (see table 2) which, while showing initial caution in fund management, could have allowed for better remuneration and wider health care benefits.  It should be noted that managers did subsequently show the capacity for regulatory change and implemented more generous remuneration, deductibles and health care benefit schemes. On the other, the level of remuneration and health care benefits depend also on broader factors such as the levels of subsidy from central government and the costs of health care providers.  

Together with management capacity development, technical capacity issues need to be dealt with also, such as improving the quality of care in, for example, staff technical skills through in-service training and clinical guidelines. Skilled management staff at the county level would need to play an important part, among many, in developing these sorts of initiatives of health care development.   

Fourthly, the problems of management capacity identified and discussed in this paper suggest the need to strengthen the role of the centre in developing the required managerial capacity.  The complexity of such management issues as IT for insurance systems and forms of provider payment require the development of expertise.  Where these are scarce they need to be focussed in, for example, central and intermediate agencies for their transfer to the decentralised level.  Decentralised health insurance systems should not be about a weak centre but developing its strategic, support and regulatory roles in relation to the NCMS.  
Fifthly, the research has shown that management capacity change is not only evident in the counties but also that respondents showed the potential for change.  This suggests the need to link capacity development with both consultation and innovation through learning.  Having said this, policy analysis needs to achieve a balance between channelling innovation in the system and robust policy analysis of the options and implications of change.  For example, the interest shown by respondents in giving the NCMS an organisational identity has a number of advantages expressed by the respondents. It does, however, raise issues, such as how the management is to be funded.  Using NCMS funds would take money away from reimbursements which are already so low as to question the legitimacy of the scheme.  Funding through the Health Bureau still raises the issue of the possible dependency of the NCMS and the conflict of interest mentioned above. As Tang (2007, p.17) also pointed out: 
“The county governments should allocate a special fund to support the administration of NCMS management office. However, most counties in the poor areas do not have a fiscal capacity to allocate a sufficient amount of money to cover the operation of NCMS. Such a policy has actually put the operation in jeopardy”.      

Last but not least is the importance of the values which drive and give orientation to the process of management capacity development.  These values will differ according to the stakeholders involved and the social, economic and political context in which they emerge.  In this research, values emerged, implicitly and explicitly, among the respondents. Equity is important given both the inter- and intra-regional inequities in abilities to fund NCMS. Trust in the NCMS needs to be developed among the members. Sustainability of the NCMS is important to ensure the long term development of health and health care.  These values, which are clearly interrelated, need to be the subject of discussion among the stakeholders. 

Conclusions
This paper has pointed to key problems of capacity in the local management of the NCMS in China.  These problems are focused around issues of staff capacity, organisational capacity and contextual capacity. The paper underlines the importance of capacity development of the NCMS and provides pointers for the content and process of capacity development. It comes as no surprise that there is no easy path to management capacity development. Managers work with scarce funds that are subject to competing priorities.  The NCMS has enough problems gaining legitimacy through acceptable levels of reimbursement without channelling resources to management capacity development.  However, the research does point to innovation within the system that needs to be supported and channelled. The role of central government needs to be defined in capacity development; policy analysis and contextual analysis are required together with an understanding of the values underlying capacity development.    These are no easy tasks yet failure to embark on a process of capacity development will restrict the process of rural health and health care development under the NCMS. 
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Tables:
Table 1:  Health financing and expenditure in China (2006)

	Indicator
	Figure (2006, %)

	
	

	General government expenditure on health as a percentage of total government expenditure 
	9.9

	General government expenditure on health as a percentage of total expenditure on health
	42.0

	Private expenditure on health as percentage of total expenditure on health
	58.0

	Out of pocket expenditure as percentage of private expenditure on health
	92.9

	Private prepaid plans as percentage of private expenditure on health
	6.3

	Social security expenditure on health as percentage of general government expenditure on health
	54.1


Source: http://www.who.int/whosis/data/Search.jsp (accessed 08.01.2009)
Table 2: Basic features of the NCMS in the six research counties (in 2006)
	
	ShanDong
	NingXia

	
	SD1
	SD2
	SD3
	NX1
	NX2
	NX3

	Enrolment rate %
	95.0
	98.1
	87.0
	80.3
	80.6
	79.1

	Financing (Yuan per enrolee)
	Total 
	44
	40
	40
	50
	50
	50

	
	Individual
	10
	10
	10
	10
	10
	10

	
	Central government 
	0
	0
	0
	20
	20
	20

	
	Provincial and prefecture government
	14
	17
	27
	12
	12
	12

	
	County government
	20
	13
	3
	8
	8
	8

	Funds
	Family savings account for outpatient services and common fund for inpatient services 
	
	
	√
	√
	√
	√

	
	Common fund for both inpatient and outpatient services
	√
	√
	
	
	
	

	Fund balance
	Remaining fund at year end as % of total fund for 2006
	-23.6*
	27.8
	65.6
	54.2
	18.8
	43.2


* This deficit is due to the non-receipt at the time of data collection of some national subsidies
Source: Research data from NCMS county offices
Table 3: Basic information on six counties in ShanDong and NingXia provinces (2005)
	County
	Total population
	Proportion of rural resident (%)
	GDP per capita   （￥）
	Average net income of rural resident（￥）
	NCMS launch date
	NCMS enrolment rate (%)

	SD-1

	993,947
	84.5
	21933
	5475
	07/2003
	89.0

	SD-2

	594,108
	76.8
	12214
	4565
	07/2004
	97.9

	SD-3


	417,146
	84.1
	12701
	3382
	07/2004
	83.9

	NX-1

	293,361
	82.0
	8290
	3307
	01/2005
	77.4

	NX-2

	257,039
	68.7
	18091
	4019
	01/2005
	68.3

	NX-3

	204,404
	76.5
	11451
	3375
	01/2005
	59.6


Source:  Local statistics bureau and health bureau
Table 4: Interviews and focus group discussions conducted according to province
	Participants
	Different types
	ShanDong

	NingXia
	Total

	Policy makers / managers
	Health Bureau
	2
	4
	6

	
	Finance Bureau
	3
	3
	6

	
	Bureau of Civil affair
	3
	3
	6

	
	Township government
	4
	4
	8

	Administrators
	Administrative personnel of the NCMS both in the county and township level
	10
	3
	13

	Rural residents (FGDs)
	NCMS member
	6
	10
	16

	
	Non NCMS member
	5
	5
	10

	Inpatients (hospitalised in the past year)
	NCMS member
	8
	8
	16

	
	Non NCMS member
	5
	4
	9

	Doctors (FGDs)
	County hospitals 
	3
	3
	6

	
	Township health centres
	3
	3
	6

	Heads of hospitals
	County hospitals 
	4
	4
	8

	
	Township health centres
	3
	3
	6


Table 5: NCMS committee and office structure and responsibility at provincial and county levels

	Level
	Members and responsibilities
	NCMS Committee
	NCMS office

	Provincial
	

	
	Members
	Provincial government head (chair);

Representatives from the provincial departments of health, civil affairs, finance, development and reform, agriculture, audit and the food and drug administration.
	

	
	Responsibilities
	To approve regulations and guidelines relating to the organization, management and coordination of the NCMS in province;
To approve changes in regulations and guidelines proposed  by province office;

To review province report.
	To draft regulations and guidelines relating to the organization, management and coordination of the NCMS in province; 
To monitor implementation of schemes in counties, including assessment of risk fund and balance of fund against agreed standards;

To collate statistical data from counties and produce report for whole province. 

	County
	

	
	Members
	County government head (chair);

Representatives from the county level departments of health, civil affairs, finance, development and reform, agriculture, audit and the food and drug administration;

Representatives from township heads;

Representatives of members
	

	
	Responsibilities
	To promote NCMS membership through organisation of IEC activities;

To approve NCMS plan, regulations and guidelines for the county;

To  monitor the use and amount of the  NCMS fund
	To draft the regulations and guidelines relating to the organization, management and coordination of the NCMS in county: 

To reimburse patients;

To supervise and monitor designated health facilities;

To collect statistical data and produce a NCMS report for the county;

To develop IEC materials and conduct IEC activities


Source:  Ministry of Health China. Document Compilation on New Cooperative Medical Insurance Scheme, 2005
Table 6: Areas of management capacity, key and sub-issues identified in the research
	Area of management capacity
	Key issue
	Sub issues

	Staff capacity
	Are there adequate staff resources to conduct the management process?
	Are there adequate funds for funding management staff?

Are there skilled staff for the management process?

	Organisational capacity 
	Does the organisation have the capacity to carry out key responsibilities?
	Does the organisation have appropriate equipment to allow for the conduct of its responsibilities?

Is there an effective system for the collection of premiums?
Is there an effective system for the designation of health facilities?

Is there an effective system for the management of reimbursements?  

Is there an effective system of NCMS supervision of health facilities?
Is there an effective system for the dissemination of information about NCMS?

Is there an effective process for the formulation and implementation of change in NCMS regulations?

	Contextual capacity
	Is there an ‘enabling environment’ for local NCMS capacity?
	Is the local NCMS management provided with sufficient authority to meet its responsibilities?

Do the local NCMS authorities have clear responsibilities within the local health system?

Do other organisations provide effective support to the local NCMS authorities?


Table 7: Variations in the financing of the management function

	Counties
	Year 
	Sources and amounts of finance for management

	SD 1
	2004
	300,000 Yuan  from county government which included money for activities to launch NCMS such as IEC activities and computers.   

	
	2005
	750,000 Yuan from county government, which included staff salaries. 

	
	2006
	No funds. NCMS office must apply to County Health Bureau for funds. 

	SD 2
	2004
	No funds . , 

	
	2005
	40,000 Yuan from County Government. 

	
	2006
	No funds. NCMS office must apply to County Health Bureau for funds. 

	SD 3
	2004
	NCMS not launched until 2005.

	
	2005
	140,000 Yuan from County Government, which included money for activities to launch NCMS such as IEC activities and computers.  

	
	2006
	No funds. NCMS office must apply to County Health Bureau for funds.

	NX 1
	2004
	NCMS not launched until 2005.

	
	2005
	70,000 Yuan as fixed amount from County Government. 

	
	2006
	70,000 Yuan as fixed amount from County Government. 

	NX 2
	2004
	NCMS not launched until 2005.

	
	2005
	110,000 Yuan to support launch of NCMS.

	
	2006
	No funds. NCMS office must apply to County Health Bureau for funds.

	NX 3
	2004
	NCMS not launched until 2005.

	
	2005
	NCMS office operated as a department of the Health Bureau. No specific budget for NCMS office from County Health Bureau or County Government. 

	
	2006
	NCMS office operated as a department of the Health Bureau. No specific budget for NCMS office from County Health Bureau or County Government.


Source: research data 
Table 8: Staff numbers and skills in NCMS office

	
	SD-1
	SD-2
	SD-3
	NX-1
	NX-2
	NX-3

	Number of staff
	5
	5


	5


	6
	7
	7

	Quota of  authorized personnel


	2.5
	5
	5
	5
	5
	7

	Target population 


	747,573
	446,930
	294,161
	154,539
	120,703
	93,119


Source: research data
Table 9: Comparison of staff in local offices for BHIS and NCMS in one county

	Type of office
	Target population (coverage)
	Staff quota
	Additional staff
	Inpatients (per year)

	BHIS office (urban)
	15,000
	15
	12
	1,500

	NCMS office (rural)
	181,000
	5
	2
	9,000


Source: research data
Table 10: NCMS office supervision and control of health facilities in the study counties (based on interviews with Health Bureau and NCMS agency staff)
	NX-1
	NX-2
	NX-3

	There is a lack of professional staff.

NCMS management office is located within the county hospital, occupying 5 rooms, and using water and electricity for free. This makes it difficult for NCMS management office staff to properly supervise the county hospital.
	The information network is poorly developed and limits the capacity of the NCMS management office to supervise the hospitals.
	There is a shortage of personnel and no staff with a background as a clinical physician who can check prescriptions and case charts. 

	SD-1
	SD-2
	SD-3

	Lack of staff is seen as the main reason for the low level of supervision.


	Patients used borrowed membership cards for inpatient services. The NCMS management office said the hospitals were responsible for ensuring the correct use of NCMS membership cards.
	Lack of personnel with a background in NCMS management.
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