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Abstract

This thesis looks into the expensive medical treatment problem, and
‘aims at the governmental regulation on medical price. The price form of
_;Iledical treatment is the fees, which directly changes people’s access to
‘medical treatment, determines the amount of medical service, or even
‘exclude the poor patients, therefore, all governments will strictly regu-
late medical price, so is with China, where a series of public policies
and regulations concerning medical price. are issued, but the effect is
ipoor. On the basis of the theories and practices of public. policy, neo-
!reconomics , Institutional economics, management economics, administra-
:tion ; statistics, the thesis mainly focuses on the following aspects:

_ The first question. is about the efficiency loss caused by market fail-
!:ure and government regulation. The author answers the question why the
T-govemment needs to regulate medical prices. There’re many reasons,
feach of which will result in efficiency loss. There are two main factors,
_isuch as monopoly and asymmetrical information on the medical market,
?Fand through the analysis we can see how and why they cause the efficien-
;_cy loss, which can supply the theory foundation for the government’s po-
“sition in regulation. Government regulation is a complex process, which
"involves theory of regulator, public interests theory, interest groups theo-
:ry, neo-economic objective regulation theory, transaction cost theory,
public choice theory, game theory and so on, all of these theories consist

*of, the foundation to realize government regulation. With these we can

“know a government may also deviate from the public welfare. Generally




8 o B BT BN I 9T

speaking, market failure is the necessary condition of government regula-
tion, but not the full condition, because government regulation may also
causes failure, such as the policy failure, the policy implementation fail-
ure, and regulation target deviation, etc.

The second question is about the characteristics of medical market
and government regulation. Firstly, medical industry is a welfare cause,
which puts social benefits in the first place and enjoys monopoly with
highly specialization. Medical industry is health concerned, which ‘
makes it quite different from other industries. In the medical market the
provider have two rights, the medical service demand is lack of the price
elasticity, the characteristics of the market and product, such as the
market subjects’ multiplicity and complexity, shows that medical industry
is different from other ordinary market; the characteristics of medical
product, such as invisibility, simultaneousness, heterogeneity, and tran-
sience, shows that medical product is different from ordinal products.
Meanwhile ; the deviation from supposed complete competition makes the
‘medical market incomplete. All these characteristics consist of the logi-
cal starting point of medical regulation. Secondly, the author combs the
structures of general medical resources, ownership, management classifi-
cation and the consumption of medical resources. Finally, the author an-
alyzes the model of medical prices regulation practiced by Chinese gov-
ernment and some foreign governments as well.

The third question is about the influential factors of medical prices.
The first factor is demand and supply. The second factor is the deficien-
cy of the system of “medicine income and examination income supplying
hospital and doctors” . It’s the most one that due to expensive medical
treatment. Concrete performance is: the mechanism inducement hospital
of “keep to curé by medicine, keep to cure by equipments” and doctor

prescribes a valuable medicine, using an expensive equipments; Cause
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‘the pharmaceutical factory be able to pass the control to provide the med-
icine to hospital, adopt the price bias policy, end make the hospital and
doctor become the medicine price to help to push a machine falsely and
‘highly; In order to encouraging the mechanism existence problem, the
‘doctor became the costliness medicine the best “boat tracker” , but pre-
scribed the costliness medicine and became the love of the boat tracker;
yThis system still sends to living a base coin to tend to pursue a good cur-
rency mechanism in the meantime, making the drugs of the quality goods
istt reasonable price hard to purchase to even disappear in the market,
‘and cause the medical treatment soar pricingly. The third factor is pay-
‘ment system and payment model that because different system and model
will produce different effect of restrain and encouragement. The fourth
factor is the profit-making model with medicine put on allocation. Under
‘this market structure , the field of medicines product has formed competi-
'tion, but the competition hasn’t brought cheap price. The fifth factor is
that the medicine income takes the largest share —over 50% in the total
‘income of hospitals. It’s originally hope to lead a mechanism into the
:_:competition, the norm cures to circulate order with the drugs by use the
-“drugs government purchase system. Because as a big consume group,
1government can rise his negotiations status through hlS purchase quantity
that can jnfluence market price enough and balance 1t but this action of
_balance is: decided by the purchase scale, variety and replacement. Be-
‘cause the government purchase system to still just rise in our country,
“many integrations not kept up with, so the common people haven’t realize
“to the government purchase system currently of real benefit. The sixth
ifactor is various interest groups which influence medical prices. From
Price adjustment and the progress of price regulation to see, different

tbeneficiary have different expression way, because they are in various

'situation and have different valuation. Emerge the conflict of the diverse
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benefits and the complicated situation of the integration. The balance
caused by government, electorates and interest groups, it’s usually be-
tween “sporadic majority” ( customers) and “concentrated minority”
(interest groups), in the case of asymmetrical information, the former
have so less power in decision-making that government are inclined to re-
present the latter’s benefits.

In the fourth part, the author reviews and analyzes the historical
change of the medical price regulation policies and laws, which experi-
enced three periods: the first stage is under planned-economy system,
during which the government controlled the whole pricing processes of
medicine and treaiment ; the second stage is a transitional period towards
market economy system within which plan and market combined togeth-
er; the third stage is the experimental stage of government regulation in
accordance with market economy system. The cha;lges demonstrate that
although price regulation policies and laws have always been strength-
ened, for example, since 1996 the government have intervened the med-
ical prices for 21 times, the result is not as good as expected, therefore,
the public became dissatisfied with the department of health and the
medical agencies began to have an ill name.

In the fifth part, the author analyzes the existing problems of gov-
ernment regulation on medical price in China. Firstly, the market orien-
tation of all medical agencies is sirengthened by the consistent decrease
of investment form government and financial decentralization of budget.
Secondly, the government is weak in monitoring the circulation of medi-
cal products. Thirdly, the narrow scope and simple measure of govern-
ment regulation weakens its power of supervision. Fourthly, failure also
oceur to govemmeﬁt itself while it tries to make up market failure; Fifth-
ly, the system of cure and medical treatment combination, the irrational

power division between the central and the local regulation organization
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+ and the overlapping administration. and affair cause systematic obstacles
;o the implementation of government regulation policies and laws. These
~are the key problems of government regulation.

' In the sixth part the author brings forward some suggestions on the
sreform of government regulation. The government should carry out system
. reform in the light of economic rationality and social rationality, borrow
:_successful foreign experiences, change market effect, and improve the
. level of the welfare of the whole society, the suggestions are as follows:
Firstly, the government should continuously increase investment in
~medical industry and curb its marketing trend so as to reduce individuals’
_economic burden. The government could adopt policies and measures

.step by step.
;
i

“.government should guarantee the non-profitable state-owned hospitals’

Secondly, as the gap between rich and poor is being enlarged, the

. full development, duly restrict the expansion of highly advanced medical
i;technologies, and control hospital scale in order to raise hospitals’ valid

* utilization.
r . . .
Thirdly, our government should strengthen its regulation on health

. industry. Although loosening regulation movement is on the rise, most

=governments of the world are going the other way. The central govern-

% ment should realize the world trend and take some measures, for exam-

Lple, the government should widen the scope of regulation and develop
i

-more scieniific measures.
w
[ ]

wical management. The full usage of network can lower management cost,

Fourthly, the government should deploy network technology in med-

wincrease transparency of management, enhance pertinence of manage-
- ment, and finally lower the cost of transaction and institution.
Fifthly, the reform on the separation of treatment and medicine

should proceed despite failures in experiments. The establishment of a
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sound complement rule is the breakthrough of the reform.

Sixthly, the government should break the monopoly of prescribed
drugs of medical agencies; therefore, the market competition can cut
down the average price of drugs, which will perform better than simple
administrative price limitation orders.

Seventhly, the drug stores recommended to medical insurance hold-
ers is an extension of the hospital pharmacies, which actually enjoy part
of monopoly, where the price of drugs is higher than the other drug
stores. So the rule must be banned finally as medical rules and regula-
tions are being completed.

Finally, the current medical insurance system has many problems in
is payment models, payment amount, and payment procedure, and a
generally covered medical insurance scheme must be created and carried
out.

All in all, the medical price is a superficial indicator of medical
problems. The government shouldn’t take stop-gap measures in medical
price regulation. The final settlement lies in the further reform of medical
treatment system. Government regulation is not only political process,
but also an inner-born variant of economic system. The nature of mar-
ket, the political influence, the choice of policies, the limitation of laws
and law-making, and interest groups are the main variants contributing to
the balance of price regulation policy. The regulation model should vary
with the variants, which is determined by the policy selection of the gov-
ernment and the stability of the market. The final scheme is the result of

the balance bhetween government’s responsibility, cost restriction and the

game of interest groups.
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