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Preface

Medical security system, as a product of social and economic
development, has been continuously developed along with the changing
external environment. In terms of the function, medical security was only
served as government intervention for the private insurance market failure
initially. Medical security, however, has been gradually transformed into the
regulation mechanisms of health supply market now.

At present, the “command and control” model on health service supply
sector was faced with government failure. That is the primary reasons for
this paper focusing on medical security purchasing service mechanism.
Along with the reforms, the behavior of health service sector is becoming
increasingly market-oriented. Policy implementation failure is common under
the “command and control” resource distribution model. Since the 1990s,
purchasing health service mechanism was used as general tools in health care
reform, which aim to overcome the failure of the administrative command in
health service sector. A lot of researches and international practices show that
medical security system gradually converted from simple financing system to
an important policy tool for the regulation of medical service market in which
health services are purchased with market-based (quasi-market) mechanisms.
Purchasing health services mechanism is the reconstruction of the entire
medical security system with the concept of purchasing, which can be used as
a policy tool to guide health service institutions using economic incentives.

Thus, purchasing health care mechanism can be considered as a policy
tool to solve the behavior anomie of health care institutions and help to
achieve the goal of health care reform in china. Hence, this research study

on International comparison of purchasing health service mechanism,
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summarizing the experiences of the corresponding countries, providing a useful reference
for our purchasing health service mechanisms in basic medical insurance.

Literature review shows that Domestic researches focus on consultation and negotiation
instead of purchasing health service mechanism in basic medical insurance. Moreover,
international experience summary is lacking. Therefore, this study focuses on the summary
of international experience, summarizing the evolution and rules of purchasing health
service mechanism and its important components. This paper tries to answer the following
questions: 1) what the reconstructed medical insurance system should be like? 2) What
are the main components and key designs of the purchasing health care mechanism? Why
should they be included? 3) What is the law of development regarding to these components
and key designs? Why? 4) How to improve the purchasing health service mechanism of
basic medical insurance in China?

Following the rules of representativeness, Material accessible and completeness as well
as consistency for statistics and description, this paper chooses 46 countries as samples. To
facilitate the study, these samples are divided into two main categories: transition and non-
transition countries. Then each category is divided into two subgroups, including countries
which have already established purchasing health service mechanisms and which have
not. And each subgroup is divided into more groups in accordance with the characteristics
of medical care, including competitive, multi-purchaser social health insurance; non-
competitive, multi-purchaser social health insurance; single payer, local purchaser social
health insurance; single payer, national punchers social health insurance, purchaser and
provider separated national health service; purchaser and provider unseparated national
health service.

As the purchasing health service mechanisms is reconstruction of medical security
system with the concept of purchasing. This paper apply the conceptual framework of the
tripartite structure model of medical security system, which focuses on the modification
of provider (health service market), insurer (purchaser market) and insured as well
as the relationship among them .As to the financial relationship between the insured
and purchaser, this paper focuses on the mechanism of funding and the allocation
(redistribution) of funds. In regard to the relationship between purchaser and provider,
this paper focuses on purchasing contract and payment mechanism. As for the relationship

between provider and the insured, this paper focuses on gatekeeper mechanism and free

< 2



Preface [

choice of provider.

The study is divided into eight chapters, which can be grouped into three parts.

The first part focuses on the research design and literature review, which consist of
two chapters.. Chapter 1 is introduction. The main objectives of the introduction include:
1) explain the reason and the meaning of this study; 2) define key concepts used in this
research; 3) propose research methods and overall structure, Chapter 2 is literature review,
analysis framework and sample countries, which review the literature from domestic and
international researchers, propose the conceptual analysis framework, and select sample
countries.

The second part is about international comparative study, which consists of five
chapters. Chapter 3 to 5 focus on international comparative studies which use the three
main components of medical security system as research objects. Chapter 7 and 8 are case
studies and law summary which use the whole purchasing health care system as an object.

Chapter three is an international comparative study on the relationship between the
insured and purchaser, which focuses on the financial relationship between them. This
chapter use census study on all the sample countries, sum up the basic model of funds
allocation (redistribution) mechanism and the factors which are used to calculate capitation
as well as figure out design rules and causes for them. Chapter four is an internationals
comparative study on the relationship between purchaser and provider, which focus on
purchase contract and medical expenses Payment. The research of purchase contract
focuses on contract type, content and the corresponding determine mechanism which
is based on consultations and negotiations. Payment of medical expenses was analyzed
regarding to four aspects: methods of payment in practice, portfolio of payment methods,
application environment and their law of development. And the analysis is made under
conditions of four different kind of service: primary health care, outpatient specialist
service, inpatient specialist service and hospital services. Chapter five is an internationals
comparative study on the relationship between the insured and provider, which focuses on
the patient choice of provider and patient pathway. This chapter makes census study on
sample countries, summering up the practice and law of gatekeepers system of health care
and patient choice of provider.

Chapter six is about case studies on typical countries, which are representatives

of different kind of health care system. This paper chooses eight sample countries
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in accordance with two criterions: type of medical insurance model and whether-or-
not-transition country. The eight typical countries are the United Kingdom, Italy, the
Netherlands, France, Latvia, Kazakhstan, Bulgaria, and Slovakia. Chapter seven is the
study on the evolution law of purchasing health care services in different health care
systems. The sample countries are divided into three types: social health insurance
countries, National Health Service countries as well as soviet model countries in
accordance with the health care system before the introduction of the purchasing
mechanism. Then the author summarizes the evolution law and current situation of these
countries.

The third part is about the current situation and improvement of purchasing health
service in china, which only has on chapter. Chapter eight is the analysis of the current
situation of Chinese basic medical insurance purchasing health service mechanism and
the recommendations for improvements. In this chapter, the author uses the same concept
framework to summarize the conditions and environment of the purchasing health service
mechanism of China and provides some recommendations for improvements.

The primary conclusion of this research shows that different medical security systems
show a trend of convergence after introduction of purchasing health service mechanism.

Main characteristics of tripartite actors and the relationships between any two show a
trend of convergence and complexity. Universal coverage and homogenization of medical
security benefits are the main trends of insured. The purchaser party transformed form
passive payer to active purchaser and their management autonomy has been continuously
improved. The market concentration developed from excessive concentration or excessive
decentralization to moderate level. The provider party, such as public service organizations,
has got more autonomy and the privatization level of market has improved, Primary health
care market shows a tendency of private practicing.

Funding Allocation (redistribution) mechanisms are generally established between
purchaser and the insured. Adjustment factors that are used by these mechanisms changed
from simple social demographic factors to the combination of complex disease-related
factors and financing extractive capacity factors.

Purchase contracts between purchasers and providers of medical services and the
payment mechanism are increasingly refined. Purchase contracts gradually developed

from simple fixed agreements to complex contracts that aimed at encouraging competition
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and bringing down transaction costs. Collective contracts are the main forms, which are
made by representatives of stakeholder groups through consultations and negotiations.
Individual contracts, generally based on direct negotiations between the purchasers and
providers, play a supplemented role. Collective contracts are always used for the purchase
of physician services, while individual purchase contract s for inpatient services and
special services. Payment methods present trends towards DRGs, combination as well as
refinement. Purchaser always uses different payment methods and method combination
according to variations of providers, medical services and the demand situations. Besides,
priorities of current health policy are also considered.

Gradual convergence is found between the insured and provider in the patient pathway
and choice of provider. The establishment of gatekeeper mechanism on health care system
becomes a trend. Patients’ choice of providers shows convergence under the same rules
and pathway.

It should be noted that despite convergence trend of medical security system. Health
care system in different countries has different development stages of purchasing health
service mechanism. The specific designs and application of key elements are influenced
by several factors, including health care system, stage of development as well as market
features. Thus, the design of purchasing health service mechanisms should be based on the
specific situation of the country.

On this basis, tripartite structure of social security is used as framework to sum up
the environmental basis for basic health insurance. On the aspects of insured, universal
coverage has been achieved, while reimbursement level still limited; insured in different
projects and different regions have different benefits; duplication treatment and diagnostic,
directly to the high-level medical institutions for medical treatment are common tendency
for insured behaviors. on the aspects of purchaser, basic health insurance agencies still
plays the role of passive payer , while those agencies only have limited autonomy, which
on behalf of insured in country or city. The revenue from basic health insurance in
hospitals still limited. On the aspect of provider, public institutions still play dominant role
in primary health care , for profit organization play dominant role in private health service
sectors, physicians and hospitals stilly mainly in public sector, public hospital lack of
normative autonomy.

On the financial relationship between insured and purchaser, there is still deficiency of
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premium allocation (reallocation) in basic medical insurance for urban employee, while a
simple capitation system which depends on the domicile place of insured are established in
basic health insurance for urban residence and The New Cooperative Medical Scheme.

Simple agreement is used to regulate the Relationship between purchaser and provider,
which based on point-of-service and fixed executive order; payment reform is just started.
Gate keeper mechanism is not fully established, only a few of pilot schemes, most pilot
effect is not ideal which are not have abundant medical resources. Vast majority of insured
still have full choice of medical providers.

In the end, this paper gives some recommendations for basic health insurance
purchasing health service mechanism in china. First, mechanism of purchasing health
service in china should be treated as new tools to promote health care reform. Then,
mechanism of purchasing health service should be used to replace the “command and
control” model of management. Second, on the aspect of purchaser, modify the pathway
of basic health insurance integration, improve the purchasing power and service capability
as well as autonomy of basic medical insurance, transform from passive payer to active
purchaser. On the aspect of provider, autonomy of public hospital should be expended and
normative, Social Capital should be encouraged to invest in health service sector which use
nonprofit origination model, the function of medical services agencies should be specified,
the group and alliances of medical institutions should be encouraged, the capacity of
primary health care sector should be strengthened, primary health care sector privatization
should be seen as a reform options. On the financial relationship between the insured and
purchaser, the new urban basic medical insurance premiums redistribution mechanism
should be established, financial funds from central government allocation mechanism the
medical insurance for urban residents and the new rural cooperative should be improved.
On the Relations between purchasers and providers, the purchase contract should
transform from a simple agreement to a sophistication contract which aimed to encourage
competition, while payment of medical expenses towards DRGs and gradually refined and
combinations. The decision to establish a gatekeeper mechanism should depending on the
capability of primary care service agencies, in the mean time the choice of hospital should

be guided.
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