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Background: needs to regulate Background: needs to regulate 
health care system in Chinahealth care system in China
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Two major pressing issues facing Two major pressing issues facing 
ChinaChina’’s healthcare systems healthcare system

•• Cost escalationCost escalation
•• Medical quality & safetyMedical quality & safety
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Cost escalationCost escalation
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The majority portion of cost escalation is The majority portion of cost escalation is 
borne by the patientsborne by the patients’’ OOPOOP
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Why cost escalation?Why cost escalation?
MarketMarket--oriented reform of the health care system has oriented reform of the health care system has 
changed the incentives of health facilitieschanged the incentives of health facilities
Health facilities rely more on usersHealth facilities rely more on users’’ feefee--forfor--service payments to service payments to 
raise revenue with much less government subsidies.raise revenue with much less government subsidies.

Prescription drugs and diagnostic/treatment technologies arePrescription drugs and diagnostic/treatment technologies are
allowed a markup beyond cost which creates incentives for allowed a markup beyond cost which creates incentives for 
providers to provide more services or use more expensive providers to provide more services or use more expensive 
services.services.

The incentives & behaviors of providers are not well The incentives & behaviors of providers are not well 
regulated by proper mechanismsregulated by proper mechanisms
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Cost escalation also leads toCost escalation also leads to……

Lower utilization rate of health care servicesLower utilization rate of health care services
Unequal access to basic health care servicesUnequal access to basic health care services
Public dissatisfaction with the health care systemPublic dissatisfaction with the health care system
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Medical quality & safetyMedical quality & safety

Conflicts between doctors and patients due to Conflicts between doctors and patients due to 
medical accidents & errors have increased medical accidents & errors have increased 
significantly in recent years significantly in recent years 
Counterfeit drugs & low quality drugs are still in Counterfeit drugs & low quality drugs are still in 
the market; incidences of adverse drug reaction the market; incidences of adverse drug reaction 
are happening with greater frequencies are happening with greater frequencies 
Inappropriate use of services lowered quality Inappropriate use of services lowered quality 
and safety (and safety (egeg. Misuse of antibiotics). Misuse of antibiotics)
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Drug safetyDrug safety

---The New York Times, Oct 31, 2007
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Regulation of the health care system in Regulation of the health care system in 
China needs to be strengthened toChina needs to be strengthened to……

Contain escalating cost (ensure costContain escalating cost (ensure cost--effectiveness)effectiveness)
Improve medical quality and safety (assure the legal Improve medical quality and safety (assure the legal 
rights and interests of both patients and medical rights and interests of both patients and medical 
practitioners)practitioners)
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Current situation of health care Current situation of health care 
regulation in Chinaregulation in China
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Framework for health care regulation Framework for health care regulation 
analysisanalysis
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Regulations related to cost containmentRegulations related to cost containment

SDRCSDRCPricePrice

SFDASFDAEntryEntryDrugsDrugs

MOH, SAICMOH, SAICCompetitive Competitive 
PracticesPractices

SDRC, MOH,SACP,MOLSSSDRC, MOH,SACP,MOLSSPrice (paymentPrice (payment））Health facilitiesHealth facilities

Regulatory EntitiesRegulatory EntitiesVariablesVariablesWhat to regulateWhat to regulate

SDRC: State Development and Reform Committee 
MOH: Ministry of Health
MOLSS: Ministry of Labor and Social Security
SACP: State Administration for Commodity Prices
SAIC: State Administration for Industry & Commerce
SFDA: State Food and Drug Administration
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Problems with the above regulationsProblems with the above regulations

Price/payment regulations of health facilities: Price/payment regulations of health facilities: 
Central government sets price guidelines and provincial Central government sets price guidelines and provincial 
governments set the actual prices of medical services. But a governments set the actual prices of medical services. But a 
flexible markup is allowed for new equipments & treatments. Sincflexible markup is allowed for new equipments & treatments. Since e 
the providers decide which services to use, they choose to use the providers decide which services to use, they choose to use 
more expensive treatments which causes the governmentmore expensive treatments which causes the government’’s price s price 
regulation to fail.regulation to fail.
Government subsidy to hospitals is based on the scale of the Government subsidy to hospitals is based on the scale of the 
hospital, not performancehospital, not performance
Payment from social insurance to hospitals is usually fee for Payment from social insurance to hospitals is usually fee for 
serviceservice
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Problems with the above regulations Problems with the above regulations 
(cont.)(cont.)

Competitive practice regulations of health facilities: Competitive practice regulations of health facilities: 
Hospitals compete to attract more patients by Hospitals compete to attract more patients by 
getting highgetting high--tech equipment, while regulations on tech equipment, while regulations on 
purchasing highpurchasing high--tech medical equipment by tech medical equipment by 
hospitals is weak. This increases the overuse of hospitals is weak. This increases the overuse of 
highhigh--tech services.tech services.
Medical advertisements are regulated by different Medical advertisements are regulated by different 
ministries and not well implementedministries and not well implemented
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Problems with the above regulations Problems with the above regulations 
(cont.)(cont.)

Entry regulation of drugs (drug registration) : the standards arEntry regulation of drugs (drug registration) : the standards are e 
too low for new drug registration and serious corruption at too low for new drug registration and serious corruption at 
SFDA during the process of drug registrationSFDA during the process of drug registration
Price regulation of drugs Price regulation of drugs 
SDRC sets price guidelines for a large number of drugs, but new SDRC sets price guidelines for a large number of drugs, but new 
drugs are allowed to set prices above the guideline prices. So drugs are allowed to set prices above the guideline prices. So 
pharmaceutical companies choose to register their products as pharmaceutical companies choose to register their products as 
new drugs by making minor changes to take advantage of the new drugs by making minor changes to take advantage of the 
price privilegeprice privilege
The policy of Centralized Drug Purchasing Through Bidding  The policy of Centralized Drug Purchasing Through Bidding  
failed because of the corruption in the bidding process and failed because of the corruption in the bidding process and 
bribes by drug companies to medical providersbribes by drug companies to medical providers
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Regulations related to medical quality & Regulations related to medical quality & 
safetysafety
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Problems with the above regulationsProblems with the above regulations

Entry regulations on health facilities and healthcare personnel:Entry regulations on health facilities and healthcare personnel:
Loose in suburban & rural areas, uncertified practitioners lead Loose in suburban & rural areas, uncertified practitioners lead to to 
potential medical riskspotential medical risks

Quality regulations of health facilities: Quality regulations of health facilities: 
Current practice guidelines have not become regulations but onlyCurrent practice guidelines have not become regulations but only
provide guidance and not vigorously followedprovide guidance and not vigorously followed
Accreditation of hospitals is governmentAccreditation of hospitals is government--driven and become driven and become 
superficialsuperficial
Current regulations for medical conflict settlements are biased Current regulations for medical conflict settlements are biased 
which impair the rights of both patients and medical which impair the rights of both patients and medical 
practitioners in different circumstancespractitioners in different circumstances
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Problems with the above regulations Problems with the above regulations 
(cont.)(cont.)

Quality regulations of drugsQuality regulations of drugs
The quality of drug manufacture is inspected by local The quality of drug manufacture is inspected by local FDAsFDAs, who , who 

also take into consideration of the local economic contribution also take into consideration of the local economic contribution of of 
the drug companies thus could not implement regulations the drug companies thus could not implement regulations 
vigorouslyvigorously
The quality issues in drug use are regulated by MOH. The The quality issues in drug use are regulated by MOH. The 
fragmentation of responsibilities leads tofragmentation of responsibilities leads to coordination and coordination and 
accountability problemsaccountability problems
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Fundamental Challenges Fundamental Challenges 
of health care regulation of health care regulation 

in Chinain China
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Fragmented structure of the regulatory systemFragmented structure of the regulatory system
Dependency of interests: the regulatory body (MOH) Dependency of interests: the regulatory body (MOH) 
owns and manages the regulated (public hospitals)owns and manages the regulated (public hospitals)
Lack of accountability : corruption and dereliction of Lack of accountability : corruption and dereliction of 
dutyduty
Lack of capacity: nonLack of capacity: non--professional human resources professional human resources 
and outdated regulatory mechanismsand outdated regulatory mechanisms
Lack of social participation in the regulation systemLack of social participation in the regulation system
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Recommendations for health Recommendations for health 
care regulation improvementcare regulation improvement

in Chinain China
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Integrate fragmented regulatory functions across Integrate fragmented regulatory functions across 
ministries with the ultimate goal of forming a ministries with the ultimate goal of forming a 
““National Health CommitteeNational Health Committee””
Reform the governance structure of the public Reform the governance structure of the public 
hospitals, making the government regulatory hospitals, making the government regulatory 
entities independent of the hospitals. Then the entities independent of the hospitals. Then the 
government could act on behalf of the public to government could act on behalf of the public to 
regulate the providersregulate the providers
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Increase accountability by strengthening intraIncrease accountability by strengthening intra--
government regulations and making the regulatory government regulations and making the regulatory 
entities accountable for regulation failuresentities accountable for regulation failures
Improve regulation capacity by enhancing the Improve regulation capacity by enhancing the 
professional capacity of the regulatory human resources professional capacity of the regulatory human resources 
and employing new regulatory methods such as and employing new regulatory methods such as 
information disclosure and performance assessmentinformation disclosure and performance assessment
Involve more social participation in the regulation Involve more social participation in the regulation 
process, such as the media and professional NGOsprocess, such as the media and professional NGOs
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Thank    YouThank    You
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