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Abstract

China’s economic and social development is at a new historical
period of transition, which is characterized by both structure change and
system transition in the same phase. The field of health and medical
services in social transition is also in a critical historical period of
reform, the problems emerged from health care services are in great
need to be sorted out and dealt with. First of all, as to the scale of
government health spending, although the government investment has
begun to take shape and maintained growth year after year, the size of
government expenditure on health is yet inadequate and coﬂsequently
has an impact on the development of healthcare and the improvement of
national health and well - being, and thus is difficult to reflect the
government’s social responsibility for welfare and to provide basic
medical and health services for all citizens, which ultimately result in a
lot of problems and conflicts. Secondly, in terms of the government
health expenditure structure, there are no doubt existing problems either
with the use of structural funds for health or with health expenditure
responsibilities between the central and 16ca1 governments allocation
structure. This leads to the unreasonable allocation of healthcare
resources. Thirdly, on the fair effect of govemmént health expenditure,

there are differences of health resources investment and gaps of the
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health services accessibility between different regions, and between
urban and rural areas. The health problems of inequality seem to be
more obvious. Finally, from the perspective of the government health
expenditure performance, the overall performance of China’s govern-
ment on health expenditures is kept on a relatively low level, and the
performance of the less economically developed regions is below the
level of economically well — developed regions, which as a result has an
a negative impact on economic and social life.

In view of the existing problems with government health expendi-
ture, the article attempts to adopt quantitative analysis and qualitative
analysis, specification analysis and empirical analysis, static analysis
and dynamic analysis, as well as vertical and horizontal comparison.
With the combination of a variety of analysis approaches, an in — depth
analysis of China’s government health expenditure is carried out in order
to arrive at appropriate conclusions and policy recommendations.

First of all, the economic theory is used to build the Government’s
health system analysis framework, and health economics and public
goods related theory is adopted to clarify the necessity and scope of
government intervention in specific health and medical areas; Second,
by choosing the relevant representative data on China’s Government
health expenditures for the scale analysis, structural analysis, equity
analysis, to éxplore problems China’s government health expenditure
and find out root causes for them. Finally, from the public finance
pérspective on the development of the financial health cause, a rational
design of government intervention in the health field into the mechanism
is proposed and a suggestion on improving Government health
expenditufes is put forward to promote China’s health developments.

This dissertation is divided into nine chapters, and a brief account on
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the main structure is as follows:

In Chapter I, background and significance of the research in this
dissertation are introduced, related theories on government health
spending both at home and abroad are reviewed, and research ideas,
research framework, and research methods etc are illustrated.

Chapter II is involved in the theoretical analysis of health care
under 'intergovemmental intervention. First of all, this chapter intro-
duces the health - related economics theories to explain the definition of
health in the economics field, that health is a strictly limited life span,
providing services in the form of special goods or capital, whose
services can be consumed constantly throughout human life. Health, as
a type of “durable goods”, benefits people by the provision flow of
health services. Those who can not enjoy basic health services, are not
entitled to health care, do not have basic sanitation or healthy living
environment, can not develop a healthy lifestyle, or lack basic health
care knowledge, or under other health haphazard cases can all lead to
poor health. This chapter follows up to explain the basic nature of
medical and health products through the analysis of public goods
theory, and analyzes the health care market characteristics, namely, the
existence of asymmetric information, monopoly power of the provider,
the barriers of access, externality of a large number of products, as well
as malfunction of price signals. All of these above reasons combined
cause medical and health services market not a fully competitive
market. When the market mechanism can not automatically achieve
economic effectiveness, that is to say, there will be market failures. It
is therefore necessary to correct market failures in view of these causes.
By use of non — market institutional arrangements, we need to improve

the efficiency of medical and health services market, to fulfill the role
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played by the government, to control monopoly power, to provide
public goods, to correct externality, to develop health cause, and
promote health equality.

Chapter IIT is to explore the historical evolution of the Chinese
Government health expenditures. Firstly, China’s urban health care
system evolution is reviewed, followed by the analysis of the public
health care institutions and system, service providers in the planned
economy period, as well as the development of safeguarding the
provision of the service of public health systems and health care
institutions after China’s reform and opening — up. It continues to
review China’s rural health care system evolution, analyzes evolution of
rural public health system and medical security system in different
periods. Finally, it discusses policy evolution of the system of
government expenditure on health. The fiscal support of the medical
security means that the mobilization, distribution, management and
supervision of the needed medical resources are organized by national
governments at all levels to develop the country’s health care cause.
China’s fiscal management system was established in 1949, and since
then the track of changes of financial system can be described as: the
centralized power oriented “ Unification Commission Control” system to
the executive separate power — oriented “ public financial contract”
system and to the international practice of separate power-oriented “tax
sharing system” , that is the public finance system. As an integral part
of the national financial system, the arrangements of medical and health
finance system are constrained by the existing system environment in a
certain period of time, namely limited by public finance system of the
nation as a whole. With the evolution of the financial system, fiscal

support for medical and health security systems have gone through a
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number of adjustments and changes, but the course of change subjects
to the overall fiscal system reform of the country.

Chapter IV focuses on the size of government health spending in
our country. Fifst of all, this chapter introduces the basic methods and
commonly used indicator for measuring government expenditure on
health, and afterwards analyzes our government’s absclute size of the
expenditure on health, as well as the relative size, and spending
flexibility respectively. China’s total government health expenditures
continue to rise, but the growth rate is relatively volatile and lower than
the growth rate of fiscal spending, and meanwhile, government health
expenditure and as well as the proportion of GDP, and government
health spending in total health expenditure is in the declining share.
Policies of government expenditure on health, the size of the fiscal
revenue, transfer payment system is far from perfect, besides changes
in the structure of government spending are the important factors
affecting the size of government health spending in our country.

Chapter V deals with the analysis into the structure of our
government health expenditure. This chapter expands on China’s use
structure of government health expenditure and burden structure of
health expenditure in our government at all levels and the reasons for
the problems with government health expenditure structure. Rational
structure of government health expenditure is not only the prerequisite to
achieve rational distribution of health resources, but also an important
indicator to measure and evaluate the achievement of the health services
fairness and social satisfaction. The health investment channeled by
public finance system into different projects and different sectors will
have a direct impact on their service level. If the proportion of public

health expenditure structure is proper, project between the departments
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can coordinate well in configuration, it will be effective in promoting
the development of public health as a whole; It may lead to lack of
fairness of public health services system and performance reduction the
other way around. China’s government expenditure on health in the use
of the structure at all levels of government and the structure of the
burden of show a lot of irrationalities, which result from some factors,
such as the differences in financial institutions, differences in regional
economic development levels as well as the problems with of financial
transfer payment institution.

Chapter VI focuses on the analysis of government expenditure on
health equity issues. First of all, this chapter addresses some concepts
related to the fairness and evaluation methods of government health
expenditures, and then conducts a comparative analysis of the fairness
of government health expenditure between regions, between urban and
rural areas. The pursuit of fairness in health service is one of the main
goals desired by national and international health policy. In polar
different economy systems, social structures and cultural environments,
international experience can be learned as to how to achieve fairness in
health services; however, there is no universal solution for all
countries. There is inequality in such areas, like the allocation of health
resources, the use and the distribution of health costs and the health
conditions of residents in our country, which lead to greater differences
between different groups of people in the use of health services. They
are closely related to China’s the multilevel nature of economic
development pattern, as well as the long - standing urban - rural dual
structure.

Chapter VII is concerned with the government health expenditure

performance evaluation system. First of all, this chapter introduces the
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basic concepts and the main principles of the fiscal expenditure
performance evaluation. Then the basic design and main principles on
the government on health expenditure performance evaluation system
are introduced. Finally, empirical analysis of our government health
expenditure performance evaluation is carried out. China’s establishm-
ent of government health expenditure performance evaluation institution
and the system is an inevitable requirement to enhance the government
executive power and as important and effective means to deepen the
reform of financial expenditure and improve the supervision mechanism
for financial expenditure, and also is a prerequisite as well as the
foundation to achieve the performance of the budget. It is of great
significance for China’s government to improve the efficiency of the use
and allocation of health resources, the promotion of health and medical
services level and equality.

Chapter VIII is focused on conclusions and policy
recommendations. First of all, the preceding chapters are wrapped up in
this chapter, and respective conclusions of each chapter have been
drawn respectively. Then relevant policies and corresponding
countermeasures have been put forward to perfect our government’s
health expenditure addressing the existing problems in the aspect of its
size, structure and equality, that ié, in the reform of the health
expenditure, sticking to the spirit of people - oriented principle, to the
principle of balance between fairness and efficiency, and to the basic
principle of equality among public health services, and to the principle
of priority given to low — income population, as well as sticking to the
principle of the combining between government’s macroeconomic
regulation and market regulation can reasonably define  the

responsibilities of government health expenditure and its scope, and
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improve the system of transfer payments, achieve the match between
the power and authority of government health expenditures,
appropriately expand the scale of government expenditure on health,
and actively guide the other main organizations inputs into the health
and medical cause for the implementation of regional health planning
and rational distribution of health resources. It is also suggested we
should increase the equality of the distribution of government health
spending between urban and rural areas, improve the performance of
health expenditures, establish specialized modern financial regulation
system and perfect quality assurance mechanism in government health
services, strengthen the legal restriction mechanism of government’s
expenditure on health, as well as overcome “ market failure” by

“©

government intervention and in the meantime prevent “ government
failure”- and gradually explore innovative mechanisms to provide

medical services.
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