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Preface

A university campus, if it holds no intellectual activities or possesses no aca-
demic atmosphere, no matter how physically beautiful or modern it is, it would
be spiritually desolate and barren. In fact, the earliest historical European uni-
versities started from academic learning. The relationship between a university
and the academic learning cannot just be interpreted literally, but more impor-
tantly, it should be set on the ideas and academic learning which are the so —
called sources of the energy and vitality of all universities.

Zhongnan University of Economics and Law is a high education institution
which enjoys rich academic atmosphere. Having the academic germs seeded by
such great masters as Fanwenlan, Jiwenfu, Panzinian and Mazhemin, generations
of scholars and students in this university have been sharing the favorable aca-
demic atmosphere and making their own contributions to it, especially during the
past fifty — five years. As a result, at the beginning of the new century when a
new historical new page is turned over with the combination of Zhongnan Univer-
sity of Finance and Economics and Zhongnan University of Politics and Law, the
newly established university has set its developing strategy as “Making the Uni-
versity Prosperous with academic learning; Strengthening the University with sci-
entific research” , which is not only. a historical inheritance of more than fifty
years of academic culture and tradition, but also a strategic decision which is to
lift our university onto a higher developing stage in the 21st century.

Our ultimate goal is to make the university prosperous and strong, even
through our struggling process, in a greater sense. We tend to unify the destina-
tion and the process as to combine the pursuing process of our magnificent goal
with the practical struggling process. The youth’s Academic Library of Zhongnan

University of Economics and Law, funded by the university, is one of our specific
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measures.

The guideline or academic theme of this Library lies first at promoting the
publishing of selected academic works. By funding them, an academic garden
with high — quality fruits can come into being. We should also make great efforts
to form the awareness and atmosphere of selected works and improve the quality
and standard of our academic productions, so as to make our own contributions in
developing such fields as finance, economics, politics, law and literate humani-
ty, as well as in working out solutions for major economic and social problems fa-
cing our country and the Communist Party. Secondly, our aim is to form some ac-
ademic teams, especially through funding the publishing of works of the middle —
aged and young academic cadreman, to boost the construction of academic teams
and enhance the strength and standard of our academic groups. Thirdly, we aim
at making a specific academic field of our university. By funding those academic
fruits which have some original or innovative points in their ideas, methods and
views, we expect to engender our own characteristic in scientific research. Our fi-
nal goal is to form an academic school and establish an academic idea system of
our university through our efforts. Thus, this Library makes great emphases par-
ticularly on the middle — aged and young people, selected works, and original ac-
ademic monographs.

Sowing seeds in the spring will lead to a prospective harvest in the autumn.
Thus, Let us get together to cultivate this academic garden and make it be opulent

with academic fruits and intellectual flowers.

Wu Handong
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Health care is human’s basic need. It has direct bearings on people’s health
and living standards. The improvement of people’s health is conducive to elimina-
ting poverty, narrowing social inequality and promoting economic growth. There-
fore, it’s government and society’s major policy objective to ensure people’s acess
to basic health care. In recent years, China’s health expenditure is soaring and
people’s medical burden is increasing. As a result, the difficulty and high costs of
getting medical treatment is increasingly serious and the poverty caused by dis-
ease is becoming prominent. How to solve these problems is one of the urgent is-
sues in reforming China’s health care system. To solve these problems, it is nec-
essary to analyze the factors affecting people’s demand for health care so that we
can allocate medical resources scienfically and ensure the resonability and feasi-
bility of reform policies.

Using the data of Urban Resident Basic Medical Insurance Survey ( URB-
MI) organized by State Council in 2007, this dissertation aims to conduct an
empirical study on the demand for health care among urban residents so as to pro-
vide scientific evidences for policy makers. The structure of dissertation is as fol-
lows: Chapter one introduces the background, aims, significance and layout of
the study. Chapter two presents a historical view on the evolution of health care
sytem in urban China and its existing problems. Chapter three reviews the theorec-
tical and empirical study on the health care demand. We first introduce
Grossman’s model of demand for health and health care and Supplier-induced
Model (SID) so that it provides theoretical foundation for econometric analysis,
then summarize the empirial studies both at home and abroad and introduces lat-
est development. Chapter four introduces the data source, variable selection and

characteristics of the population. Chapter five is empirical study, which is also
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the main body of the dissertation. In the first part, we use Logit model to analyze
whether residents reported illness in past two weeks. In the second part, we use
Multinomial Logit Model (MNL) to analyze the health care-seeking behavior by
the residents who reported illness. The third part analyzes the inpatient health
care utilization by urban residents over the past year. We disscuss four models
that are commonly used to deal with count data, which are Poisson Model, Neg-
ative Binomial model, Two-Part Model and Latent Class Model. We use AIC and
BIC to compare the performance of these models and found two-part model per-
forms best. In part four, we analyze both the outpatient and inpatient expendi-
tures by urban residents, disscuss and compare the strong points and weak points
of Sample Selection Model, Two-Part Model and Generalized Linear Model in
dealing with health care expenditure data. In chapter six, conclusions and policy
implications from the empirical study are summarized and some polices in refor-
ming China’s health care system are disscussed.

The empirical analysis is robust and reliable, which can give us meaningful
directions to control health care expenditures and meet people’s health care de-
mand. With descriptive analysis and econometric modelling, it is found that the
demand for health care is affected by insurance, age, income, sex, marital sta-
tus, work status, region, distance and chronic disease. The major conclusions
are as follows:

1. Health insurance can effectively reduce the disease burden of insured peo-
ple. The more generous the health insurance plan, the more health care utiliza-
tion and expenditure the insured use and the less self-paid money by the people.

2. The higher level the household’s income, the lower probability the people
reported disease. The higher income increases people’s probability of going to see
doctor after they got ill. The income elasticity of medical care is near zero, impl-
ying that health care is a normal good for urban residents.

3. There exist regional differences in people’s demand for health care. The
phenomenon of “did not see care after getting ill and minor disease is delayed into
catatrophic disease” is more serious in middle and western areas. Inequality in
health care expenditure also exists in different regions.

4. Chronic disease is major factor causing the higher demand for health care
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and heavy medical burdent for urban residents.

5. The rate of self-reported disease is higher among the poorest people. The
poorest people are less likely to see doctor after they got ill. However, the self-
paid inpatient cost of the poorest people is higher than non-poorest people, which
cause the poorer to subsidize the non-poor and make the inequality in health care
more serious.

6. The privatization of hospitals can effetively reduces the cost of medical
care; alleviate the problem of “the difficulty and high costs of getting medical
treatment” . The inpatient cost of private hospital is 34% lower than that of public
hospital after we control the disease patterns.

7. The distance of nearest medical institutions can affect people’s health care
seeking behavior. The farther the medical institutions, the lower probability the
people went to see doctor and the higher probability to seek self-medication.

After discussing and explaing the above results, we propose several sugges-
tions for pushing forward China’s health care reform.

1. Continue to push forward the basic health inusrance programme featured
by susidizing the demand side; conduct payment reform, changing from retro-
spective payment into prospective payment; cancel Medical Savings Account
(MSAs) and proportional payment.

2. Put the public finance into full play; establish government-financed medi-
caid system and take comprehensive medicaid as the major approach.

3. Attach great importance to chronic disease burden and include outpatient
services into the payment plan. At the same time, channel more resources into t
primary health care institutions and introduce gatekeeper and capitation so as to
change disease treatment into health promotion and management.

4. Further open the medical care market, encourage the entry of private re-
sources so as to promote the competion of medical institutionas and reduce medi-
cal prices.

The originalities of this dissertation are :

1. Econometric Methodology. Among the relevant studies in China, most of
which didn’t treat the problems such as endogeneity, sample selection bias etc.

This study focuses on these problems and uses the latest econometric models to
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compare and find the best model. Therefore, it can help us to estimate the model
more accurately.

2. Comprehensiveness. This dissertation studies the demand for health care a-
mong urban residents from four aspects: whether the residents reported illness in
the past two weeks, the health care-seeking behavior by illnes-reported resi-
dents, inpatient health care utilization and health care expenditure, thus it can
give us a more general understanding of the residents’ demand for health care.

3. Some novel findings. Although this study is based the many other studies,
it reveals some novel results. For example, in analyzing the inpatient health care
utilization, we found the two-part model performs better than other models; in
analyzing the health care expenditure, we found that there is no selection bias in
health care expenditure data. These findings not only help us better analyze the
factors affecting health care demand, but also help us deepen the understandings
of econometric methodology.

However, there are some shortcomings in this dissertation. First, the study
is limited to urban residents and cannot be generalized to the whole population;
Second, the data used is a cross-sectional data, thus cannot fully eliminate the
bias caused by the unobserved heterogeneity; Future studies can use the panel
data. Third, owing to the data limitation, we cannot include the price and quali-
ty variable in econometric models; future studies can collect the price and quality
information; Fourth, supplied-induced demand (SID) is a controversial topic
in health economics. If the variables about suppliers such as physicians per capi-
ta, hospital beds per capita are included in this study, it is very meaningful to
conduct an empirical study on whether SID exists in China, and if it exits, what

is the extent.

Key words: health care-seeking behavior; inpatient health care utiliza-

tion; health care expenditure; health care reform
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