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(ABSTRACT)

The Chinese health care system is presented in this thesis. In the past ten years,
the Chinese health care system has drawn the attention of interested people. However,
most studies explored the system in limited aspects. They do not take into account the
Chinese health care system as a whole. This thesis aims at describing the health care
system as a whole through examining its external and internal environments. The external
environment includes the factors of history, culture, politics, economy and demography,
which has influenced and shaped the development of the health care system in China. The
internal environment is considered as the aspects which are directly related to the purposes
of public health. Six selected aspects with regard to the internal environment of the health
care system are discussed and analyzed. They are health care administration, medical
education, health care delivery, health insurance, health costs and public health.

Through exploring and examining the system, this thesis seeks to answer the three
main questions: how did the health care system work?, what were the effects of health
care on the public?, and how did the health system use limited money to provide effective
health care?. Many information data published by the Chinese government and other

literatures are also presented to help answer these questions.



"Health is a precious thing...the only thing indeed
that deserves to be pursued at the expense not only of time,
sweat, labor, worldly goods, but of life itself; since without

health, life becomes a burden and an affliction."

Montaigne--a 16th century French essayist.
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CHAPTER 1
INTRODUCTION

The Chinese health care system is very unique because of a mixture of factors
related to history, culture, politics and economy. China is a country with an ancient
civilization and splendid cultural heritage. China is also a developing country with the
largest population in the world, which resides in the third biggest geographic area on the
earth. Politically, China is a socialist country in which private economic life is largely
forbidden. Like industrial, agricultural, transportation, commercial, financial, and even
religious organizations, almost all health care organizations are owned by different levels -
of government or community co-operatives. The Chinese system of health care has been
shaped and developed within these specific external environments in the last four decades.
The external environment refers to the factors of history, culture, politics, economy and
demography. These factors are discussed in Chapter IL.

Since the People's Republic of China was founded in 1949, the health care system
has been dramatically shaped by a series of economic policies and political decisions. As a
result, China has developed perhaps the world's largest national network of health care
services (Yang, Lin & Lawson, 1991). As early as 1950, the Chinese government
formulated a basic and important goal for the implementation of health care services. This
normative health policy is still used for guidance and direction with today's health care
system, which consists of the following four components: (a) serving the people, (b)
putting prevention first, (c) integrating traditional Chinese medicine with Western
medicine, and (d) advocating health work with mass movement (Sidel and Sidel, 1974).
In addition, based on the changes of political and economic situations in different historical
periods, there were different priorities made by government to fit the situations in the
health care system.

Since the early 1980s, following economic reform and institution of open door
policy, reform in the health care system has been taking place. The reform of economic

policies brought a series of changes in the health care system, such as increase in health



quality, introduction of new diagnosis and treatment technology, restoration of formal
medical education and training, an attempt at national health insurance, and improvement
of public health status. In addition, privatization started to appear in some areas and was
administered by certain government policies.

In the Chinese health care system, there is also an internal environment which is
determined by the factors of external environment. The internal environment involves
those health issues which are operated for the purpose of health. Six health related issues
are selected as major topics and discussed in Chapter IV. They are health administration,
medical education, health delivery system, health insurance, financing for the health care
and public health. The issues of the internal environment is directly related to the public
health status. In this thesis, the public health status is considered as the output of the
health system model.

What is the population's health status, or output under the health care system? As
we know, the most common criteria for evaluating health status are the infant death rate
and life expectancy. In 1949, the Chinese mortality rate for infants under one year of age
was 200 per 1,000 live births (Sha, 1991); that is, one baby in five died during the first
year. In 1987, the rate had decreased by almost 6 times, to 35 per 1,000. With regard to
life expectancy, in 1949, the life expectancy was 40 years; whereas in 1985, the life
expectancy at birth had risen to 67 years for males and 71 for females (Ministry of Public
Health, 1989). Without doubt, these indices are close to the indicators in many developed
countries and exceed the average numbers in world range.

How much money was paid for the improvement of public health status? On the
expenditure side, the health costs have remarkably been increased in the past 45 years,
especially in past 10 years in China. The health expenditure was about 3.3 percent of
1988 Gross National Product (GNP) (Liu and Wang, 1991). However, the money that
has been spent in health care was much lower than other industrialized nations because of
the limited economic resources. In 1987, health care spending was 184 billion yuan or

US$50 billion (Hu, 1992), which was one-tenth of the health care expenditure of the



United States. The health expenditure was US$500 billion in the United States in 1987
(Knickman & Thorpe, 1990).

The figures mentioned above indicate that the Chinese health care system used
limited money to derive a considerable improvement in its public health status, an
accomplishment which has drawn lots of attention. However, these quoted figures do not
necessarily mean that health care for most Chinese is as good as that for people in
developed countries. The reason is simple because figures alone do not reveal the total
picture of health care system: what is the quality of health care, how is health care
delivered, and how do people have access to it. In a word, figures do not clarify how the
Chinese health care system serves the largest population in the world in a big developing
country. In this thesis, the Chinese health care system is examined based on the external
environment, internal environment and public health status to give some insights into the

system.

Purpose
The purpose of this thesis was to examine the health care system as a whole and

provide a rationale regarding how the health care system functions in China. Furthermore,
this study was intended to clarify the basic structure and operation of the Chinese health
care system. An overview of the dynamic and development of the Chinese health care
system is also provided. By describing, discussing and analyzing the elements in the health
care system, this thesis attempts to present a whole picture about the Chinese health care

system, which seems complex and hard to understand for most foreigners.

Significance
To remain healthy is a goal of all humankind; to be unhealthy is a universal risk

(Gesler, 1984). Therefore, health care is a very important issue which is not only
interesting to experts, but also touches all people's lives. Since most of the research in

health care area has been concentrated on Western or developed countries, information



about the Chinese health care system is rarely seen by Westerners. Therefore, introducing
and analyzing the Chinese health care system has some reference value for western
countries. It can help those people who study foreign health systems to understand how
the Chinese health care system worked, what the particular political, economic and social
factors that shaped the development of the China's health care system were, what the roles
of the government, organizations, and individuals were in the system, and how public
health status has been improved. |

China has one-fifth of the whole population in the world, for which a large health
care network has been established. However, due to political and economic reasons, the
health care system has not allowed all people in China to enjoy high quality of health care
and access to health care. Since 1980, following economic reform and the open door
foreign policy, health care reform started in China. Privatization was allowed in some
areas. Many advanced health care experiences of Westerners were introduced; a lot of
advanced medical equipment was imported; and new medicine products were
manufactured by foreign invested companies. Thus, presenting the Chinese health care
system is important for the purpose of health, such as introducing new medical technology
and effective administrative methods, in order to increase the health care quality and meet
people's health demands.

Due to political and technical reasons, in past years, there was a lack of available
systematic publications, valid and complete information data, and scientific communication
in this field. This study attempts to fill the gap in knowledge regarding the Chinese health
care system and let other parts of the world understand the details about the health care

system.

Statement of Problems

The questions which this thesis sought to answer were:

1. How does the health care system work?



2. What are the effects of health care on the public? (The effects include (a) access
to health services, (b) health care quality, (c) health status results, and (d) improvement of
health care resources.)

3. How does the health care system use limited money to provide effective health

care for the largest population?

Definitions
Health: Health is a state of complete physical, mental, and social well-being, and
not merely the absence of disease or infirmity (Banta, 1990).
Health care: Health care is a combination of curative medicine, caring, and
attention to social factors (Banta, 1990).

Health care system: The health care system in a society can be broadly defined as

a set of ideas, practices and organizations which have been developed to deal with
problems of health and illness in the society. It has a structure and dynamics that can be
analyzed in an orderly way. Furthermore, the contents of health care systems vary from
one society to another due to different political, historical, cultural, and economic
situations (Lee, 1982).

In this introductory chapter, the background and significance of this study were
described. Three main research questions regarding the Chinese health system were raised

and designed to be answered in the following chapters.



CHAPTER 11
DYNAMICS AND DEVELOPMENT
In this chapter, an overview of the dynamics and development of the Chinese
health care system will be given. The overview will be organized around four Chinese
socio-historical aspects which strongly influenced change and development of the Chinese
health care system. These four socio-historical aspects are: (a) history and culture, (b)
politics and the economy, (c) national administrative structure, and (d) demography.
These socio-historical aspects can be considered as external environment in the health care

system since these factors have greatly affected the development of health care.

History and Culture

Traditional Chinese Medicine

Chinese civilization has existed for more than 6000 thousand years. Traditional
Chinese medicine and pharmacology have also been developed over several thousands of
years. The traditional medicine is based on a solid and simple philosophy and can be
traced back to as early as the Shang dynasties from 1500-1100 B.C. (Chen, 1989). At
that time, superstitious practices were gradually replaced by remedies sought from nature.
People tried grass, wood, stone and etc. to treat their diseases. Through numberless
attempts, people gradually identified an array of herbs. In the Han dynasties (206
B.C.-AD. 220), traditional Chinese medicine had a great development. During this
period, the first government medical organization--Imperial Medical Bureau--was
established, which consisted of famous traditional medical physicians (Chen, 1989). These
physicians developed acupuncture and promoted traditional diagnosis techniques such as
pulse feeling and palpation. In the latter thousands of years, the traditional Chinese
medicine, as the only type of medicine, was gradually developed to serve the population.

According to the theories of the traditional medicine, all changes are considered as
the results of interaction between Yin and Yang. The theory started from Eastern Zhou

dynasty (771-221 B.C.). In this concept, Yin represents moon, earth, night, darkness,



moist, or feminine; Yang stands for sun, heaven, day, bright, dry, or masculine. All the
events in life are thought to be influenced by the dynamic relationship between the two
cosmic forces. In the human body, qi, or life energy, is continually influenced by the
complementary forces of Ying and Yang (Sidel & Sidel, 1982). Whenever the balance of
Yin and Yang is damaged in a human body, the illness will happen. Therefore, the
concept of health in the traditional Chinese medicine is the balance of Yin and Yang.
Traditional treatment and preventive methods mainly include herbs, acupuncture, diet, and
exercise which are used to adjust the balance of Yin and Yang in a human body (Albrecht
& Tang, 1990). The Yin and Yang interplay among five elements that are metal, wood,
water, fire, and earth.

In addition, traditional medicine stresses the interaction of external and internal
environments for human health. Seven factors were summarized as internal environment:
joy, anger, worry, sense of loss, sorrow, fear, and a feeling of fright that occurs suddenly
and sharply. In fact, the seven feelings are also psychological factors. On the other hand,
the external environment involves six factors which were simplified into six words: wind,
cold, hot, moist, dry, and fire (Jia, 1988). These factors refer to different kinds of natural
weathers that can directly influence the internal environment or human body.

In traditional Chinese medicine, four methods of diagnosis are used for physical
check-up, which are (a) observation of the patient's complexion, tongue, expression, and
behavior, (b) auscultation and smelling, (c) interrogation, (d) pulse feeling and palpation.

The traditional Chinese medicine was the only type of medicine provided for health
care for thousands of years. Before 1949, its practice and development usually were
within individual families. There was no medical school for teaching traditional medicine.
Medical knowledge were imparted from father to son or son-in-law and sometimes from
master to apprentice. The practitioners in a family often treated one kind of special
disease and engaged in their practice which they passed on to even more than ten

generations (Chen & Shen, 1987).



Western Medicine

Western medicine began to emerge in China in the early 19th century. Some
Christian missionaries and colonial officers were considered as the first ones to introduce
Western medicine (Chen, 1989). For instance, Canton Missionary Hospital was built in
1835 by an American missionary, Dr. Peter Parker, which was one of the earliest hospitals
in China (Cheung & New, 1985). In addition, private foundations were also agents of
Western medicine. The Christian missionaries and private foundations displayed quite
different approaches to delivering Western medicine. The scope of medical work of
missionaries was much broader than that of private foundations. They established medical
schools, opened clinics and hospitals in both urban and rural areas, trained health workers,
translated medical texts into the Chinese language, and launched public health campaigns.
In one word, "health care and medical education provided by missionaries formed the
backbone of China's modern medical infrastructure before 1949" (Cheung & New, 1985).
The private foundations built medical schools and hospitals in coastal cities. For example,
Beijing Union Medical College was established by Rockfeller Foundation in 1921
(Bullock, 1980).

After 1949, both the medical missionaries and private foundations left when the
People's Republic of China was founded. All the medical facilities built by foreign
organizations were then owned by the Chinese government. Although "the spreader of
Western medicine" left, Western medicine was rooted in China, developed rapidly, and
gradually occupied a dominant position in the medical care system.

Integration of Two Types of Medicine

One of the most important health policies formulated in 1950 was to integrate the
two types of medicine in medical care delivery. Today, the two types of medicine,
traditional Chinese medicine and Western medicine, co-exist in the health care system and
play important roles in medical treatment and prevention.

Western medicine is in the dominant position in medical care. Most hospitals and

medical colleges are operating under Western medicine. For example, in 1991 there were



63,101 hospitals nationwide, among which 2,159, or only 3.4%, were traditional medicine
hospitals. Out of 135 medical colleges, only 31 of them, or 23%, were traditional
medicine colleges in 1991 (Ministry of Public Health, 1992).

On the other hand, the integration of the two types of medicine is also reflected in
hospitals and medical education. For instance, each general hospital has a traditional
medicine department which uses traditional methods to diagnose and treat patients.
Traditional medicine hospitals also adopt some Western medicine methods as alternatives,
such as performing operations, and using modern medical diagnosis technology. In the
traditional medicine colleges, Western medicine theories and concepts are taught for
students. In turn, traditional medicine principles are taught in the Western medicine

colleges.

Politics and the Economy

In 1949, the Chinese health care system began moving toward a socialist model.
As a sector of the national economy, the health care system was conducted according to
"planned economy." "Planned economy" refers to the fact that individuals have little
control or influence over economic questions and issues, and the government makes most
or all economic decisions. Most industrialized countries such as the United States have a
"market economy" which refers to the fact that individuals and businesses have a great
deal of economic freedom and can make economic decisions in a free marketplace (Deluxe
Library, 1994).

After 1949, dramatic changes in the health care system can be divided into three
stages based on political and economic changes.
First Stage (1949-1965)

When the People's Republic of China was established in 1949, a new socialist

system started to operate. Many health policies were formulated by the central
government. Therefore, the health care system became centralized. At that time, the

Soviet Union was the leader of socialist countries so that its economic and health models



were adopted by the new Chinese government. Private practitioners continued their
practices for some years, then moved into the public system (Lampton, 1977). For
political reasons, the foreign missionaries and foundations had to terminate their work in
China after 1949 (Cheung & New, 1985).

Early in this stage, the purposes of health care services were established. The
purposes included serving the people, putting prevention first, integrating traditional
Chinese medicine with Western medicine, and promoting health care work by encouraging
public participation. In 1952, the health insurance policy which included free medical care
plan for working people and cooperative medical care plan for farmers started to be
implemented. The three-tier networks of health care delivery were established broadly in
both rural and urban areas during this period. In addition, many hospitals were built and
some new medical schools were opened. Actually, this stage was a period of rapid
economic development.

Second Stage (1966-1976)

The second stage was a period of the well-known Cultural Revolution. Because of
a Mao Zedong dictum, "in health work, put stress on the rural areas," funds, personnel,
and facilities were shifted from cites to countryside. Like other higher education, medical
education was closed for 5 to 6 years in this period. After 1971, the schools opened
again, but the education for physicians and nurses was shortened from 5 to 3 years and
from 3 to 1 years, respectively. Medical research funds were cut (Henderson & Cohen,
1982). On the other hand, cooperative medical care (health insurance plan for farmers)
was developed rapidly at that time. Barefoot doctors, as an innovation, appeared in each
rural productive team to provide primary health care (New, 1986). These people were
selected from farmers and did not have formal medical education.

This stage was a disastrous period for the whole country. The national economy

did not have any major development.
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Third Stage (1977-present)
After the death of Mao Zedong in 1976, China underwent dramatic policy

changes. Since 1978, Deng Xiaoping has presided over the administration for economic
reforms. At that time, when Russia and Eastern Europe Communist countries were
undergoing great political transformation, China's reform agenda focused on economic and
institutional reform, starting with agriculture (Selden, 1988). The health care system
experienced the reform at a pace comparable to the reform in other sectors of the
economy and society. Privatization started to appear. For example, private clinics were
allowed to open to the public. In addition, the old health insurance policies were
reformed. Free medical care was no longer free of charge since co-payment was
instituted. In countryside, cooperative medical care collapsed and "barefoot doctors"
disappeared following the rural economic reform. On the other hand, a new health
insurance scheme which was introduced from Western countries was attempted in some
areas. Medical education was changed in content, process, and time. According to Smith
(1993), dramatic changes in the health care field also occurred in the hospitals which have
been restructured in the reform era. Some modern medical equipment and technology
were introduced from industrialized countries. In short, this reform stage was and is a

changing period in which the economy has developed rapidly.

Geographic Features and Administrative Divisions
For better understanding of the Chinese health care system, a general introduction

about China's position in the world and its administrative divisions is given.

China is located in Eastern Asia. Eastern China borders on the Pacific Ocean. The
western part consists of mountains and desert. Therefore, most of population lives in the
eastern part. Its area of 9.6 million square kilometers (about 3.7 million miles) is 7 percent
of the total land mass of the earth and ranks third after Russia and Canada.

There are 22 provinces, three municipalities, and five autonomous regions (not

including Taiwan) under the central government. (See Map of China in Appendix A.)
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Among the divisions, there are three municipal cities: Beijing, Shanghai, and
Tianjin. There are five autonomous regions: Inner Mongolia, Guangxi, Ningxia, Tibet,
and Xinjiang. The other divisions are provinces. The Chinese governmental system is
indicated in Figure 1.

The average population in each province, municipality and autonomous region is
35 million, ranging from 1.9 million (Tibet) to 100 million (Sichuan). There are 2137
counties, and each of them has an average population of 400,000 with a minimum number
of 10,000 and maximum number of 1 million. The mean population in each township is
16,000, ranging from 1,000 to 50,000. The lowest level in the rank is villages where
population varies from less than 100 to more than 3,000. A township consists of 14

villages on average (Liu & Wang, 1991).

Demographic Characteristics
Quantitative analysis of data shown in the tables and figures in this section

provides a means of describing and understanding the population served by the health care
system. From Greek, the term demography means "describing the people." In this part,
general demographic and health indicators and some comparisons with other countries are
given.
Number

The fifth census for the country was taken in 1991. (The other four censuses were
taken in 1952, 1957, 1985, and 1990.) The Chinese resident population as of July 1,
1991, was estimated to be 1,143,330,000 (China's Population Information and Research
Center, 1992). The population is almost one-fifth of the estimated 5.3 billion world
population. Compared with the United States, the Chinese population is 4 to 5 times
larger. Yet the geographic area is virtually the same, only 2 percent more than the United
States (Coale, 1984). In Table 1, the population dynamics from 1949 to 1991 are

indicated.
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