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During the past two decades, China underwent a gradually deepening
process of transition in social structure, social-economic system, interest pat-
tern, and social attitude, shifting from a traditional agricultural society and
central planning economy to a modern industrial society and market-oriented
economy. The old personal security system established in the planning economy
gradually lost its essential basis to sustain in the transition process and thus
raised up the needs to reform the health insurance system not only to help peo-
ple manage their health risks but also to mitigate the social frictions which be-
came increasingly severe and serious. However, the reform of China’s urban
health insurance system, which began in the beginning of the 1990s, ran into a
Jot of problems. It is sobering that about forty percent of the urban residents do
not carry any kind of health insurance and the accessibility to health insurance
is becoming more and more positively relevant to one’s financial strength, as the
government narrowed its responsibilities significantly. The main purpose of this
book is to find an optimal mixture of government and market, and to find the
best institution pattern for China’s urban health insurance system.

This book will adopt an innovative research method combining the study
patterns of related branches of economics with historical, idealistic, and ideo-
logical factors, trying to include the impact factors as many as possible such as
characteristics of transition, inertia in people’s behavior, path dependence, and
mature degree of the market, etc. An analysis framework aiming to solve
China’s problem will be built on the theoretical basis of health economics, new
institutional economics, public economics, sociology, political science and fi-
nance.

This book begins from a thorough examination of the development and

changes of China’s urban social health insurance system and health insurance
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market from the angle of history and comes up with a deep understanding in the
intrinsic logic and typical characteristics of the system’s reform. Next, this book
clarifies the desirable and feasible goal of China’s urban health insurance sys-
tem and the meaning of equity and efficiency in the era of transition both in e-
conomy and society, aiming to build a solid foundation of theoretical research
and a set of scientific judgment criteria. The most important problems faced by
the current urban health insurance system are also examined. This book then
focuses on the role of government and market in the three most representative
health insurance systems of the world historically and statically, and reduces
the complex international experiences to several key factors that may have deci-
sive impacts on the pattern choice and development trends of a country’s health
insurance system. Based upon the conclusions drawn from the comparative
study, Chapter 4 sets up a “ preference-capability to cooperate” research frame-
work , which takes government as an endogenetic factor. Chapter 5 specifies the
maximum probable aggregate for China’s urban health insurance system using
this framework , finds out the root of the inefficiency in the current system and
then comes up with a feasible reform direction and relevant discussion on the
path toward the desirable combination of government and market.

The major conclusions of this book are as follows: (1) the optimal role of
government and the most efficient way of government intervention in the health
insurance system lie on the social preferences and social capabilities to cooper-
ate. There is not a uniform and perfect model for combination of the government
and the market. (2) A health insurance system in which the government plays
a much less important role is the endogenetic and logical outcome of China’s de-
velopment process and transition. This system will depart from its scheduled
goal in a long time, however, since the inherent dual functions of the govern-
ment are difficult to be separated and an efficient control system has not come
into being during the transition. (3) China’s government should establish the
direction of reform and consider the legislation as soon as possible. One proba-
ble way is to set up a two-tier health care system, each tier of which corre-
sponding to its distinct financing system.

Keywords: China’s Urban Health Insurance System; Transition; Transi-

tion Period; Government; Market
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