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Abstract

Universal health care and expanded health co-ordination has become the main
theme of today’s global wave of medical reform. How to realize the orderly medical in-
surance coverage for all citizens has become a practical problem faced by all nations
designing the medical insurance systems. However, the roads to universal coverage
for all the countries have to undergo a process of integration and coordination of inter-
ests of funds originally set up individually and dispersed. It can be said that the era of
universal health care highlights the “fragmentation” of the medical insurance system
which becomes a social concern.

Rapid progress of China’s “universal health care” started from 2006 when the
target was set. In three years, the system achieved full coverage, and more than 90%
of the population was covered. However, China’s medical insurance system has a se-
rious condition of small geographical coordination and multi-standard split of the pop-
ulation. There are thousands of medical insurance funds, which lead to the fragmen-
tation of the system and the formation of a series of serious socio-economic problems
such as difference of treatment, repeated insurance, repeated subsidies etc. .

Facing these questions, various policy recommendations were put forward in
terms of consolidation of the systems, leveled treatment and segmentation of crowds
etc. . However, due to the dispersed pattern of multi-funds which technically means
that the risk spread only within small groups, politically, it means the partition of in-
terests among interest groups. Therefore, the lack of systematic theoretical study
makes it difficult to form a “technical standards” to integrate the funds. No consen-
sus has been made about the administration of “fragmentation” at the theoretical level
and at the practical level.

This paper applies theoretical and empirical methods, macroscopic and micro-
scopic analysis on both domestic and foreign data. Through the perspective of fund a-
nalysis, we try to find “technical standards” of medical insurance fund in an econo-
my, in order to provide decision makers with a useful reference on fund integration.

The paper is composed of six chapters.
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Chapter 1 Introduction. This chapter introduces the research background and
practical significance of the thesis, and gives a literature reviews of relevant domestic
and foreign studies on the “fragmentation” of medical insurance system and fund con-
solidation. It illustrates the research methods, research ideas and frame structure,
and briefs the proposed innovations and inadequacies of this study.

Chapter 2, Phenomenon Description and Analysis. Analyzing the appearance,
essentials and systematical origin of the “fragmentation” of China’s medical insurance
system. Starting from the introduction and evaluation of the traditional recognition,
putting forward subsequently that the “disunity” is not the essential of “fragmenta-
tion” . The paper innovatively re-examines the “fragmentation” issue from the per-
spective of fund, then proposes the essentials of “fragmentation” are the decentraliza-
tion of fund which is the combination of “dispersion” in form and “scatter” in con-
tent leading to the failure of “universal coverage” through risk management system.
On the basis of in-depth analysis of the “f{ragmentation” of medical insurance system
(repeated insured , coverage omissions, treatment comparisons and transfer continua-
tion) , the paper analyzes the composition of medical insurance fund to point out the
essentials of these issues lie in the vague boundaries by multi-standard fund division
and the interest diversification of the risk undertaker. Furthermore, the paper ex-
plains the policy root for this fund division.

Chapter 3, Theoretical Basis and Decision Considerations. First discussing the
theoretical issues on fund integration under asymmetric information to solve the prob-
lem of “how to combine” , which studies the integration of several independent funds;
then the major part of this chapter is studying the decision of the fund morphology un-
der asymmetric information. The overall analysis follows three clues separately. The
equilibrium theory of medical insurance market under asymmetric information is the
main one to determine whether the fund morphology can achieve the simultaneous e-

«

quilibrium for different risk individuals, while the “risk classification theory” and
“government control theory” under asymmetric information are two significant auxilia-
ry clues since the impact of the situation of risk classification and different government
controls for competitive market will largely determine the medical insurance fund mor-
phology. At last, this chapter concludes the decision issue for the integration mor-

phology of single funds, *Bismarck” competitive funds and “Beveridge” monopoly

split funds, and detailed analyzes how to form certain medical insurance fund mor-
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phology under asymmetric information with the limitation of the pricing for the insured
risk classification, compulsory government insured, price controls, risk adjustment
and other control measures, which solve the problem of “how to integrate”

Chapter 4, Comparative Study and Lessons Learned. This chapter in-depth ana-
lyzes the historical process, key reforms and mutual aid characteristics of the integra-
tion for the “fragmentation” medical insurance funds aiming to “universal coverage”
in Germany, UK and USA. From the perspective of funds, re-deconstructing the con-
stitution, relationship and growth of the top-three international medical insurance
modes , concreting the discussion of so-called “mode” to operation level of funds, in-
depth analyzing the layering, assembling and nesting of the most mainstream two
funds constitute form - “Bismarck” competitive funds and “Beveridge” monopoly
split funds— in modern western insurance market, summarizing the operation of these
two and briefly profiling the integration process of medical insurance funds of other
western countries for comparison.

Chapter 5, Micro-empirical Study and Reality Stimulation. Taking into account
the fund integration is an important macro-level issue in medical insurance market,
which is not only the significant basis for the macro-decision of medical insurance
mode, but also the policy foundation for the individual risk integration and spread.
Therefore, the paper takes Taizhou, Zhejiang as an analysis object to in-depth inves-
tigate the split situation of Taizhou medical insurance funds in different populations,
industries and regions, research and evaluate the core reform policy of Taizhou mu-
nicipal co-ordination arrangement. In addition, using the medical cost data for 300
thousand individuals for several years in Taizhou, this chapter makes positive analysis
on the utilization of individual risk evaluation methods and the design for the mutual
aid system for the insured under different conditions of competitive funds and monopo-
ly split funds, and simulated calculation on the practice of risk adjustment and risk
sharing system to provide significant empirical basis for the construction of competitive
funds.

Chapter 6, Mode Design and Policy Recommendations. This chapter first calcu-
lates the distribution and ratio of the medical cost difference among the east, middle
and west, provinces and urban and rural areas through the analysis of the Theil Index
and the Gini coefficient of the whole country, on which the decision-making frame-

work suitable for the medical insurance fund in China is explained. According to this
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framework , this chapter further discusses the scale of urban and rural difference and
the unsustainablity of monopoly funds split. In order to study the priority issues of
“urban and rural co-ordination” and “regional co-ordination”, the paper makes a
simulated calculation with the factors of demography and historical medical cost under
the macro analysis on medical risk evaluation model. The paper proposes the design
for mode architecture of the integration of medical insurance funds in China and relat-
ed policy recommendations on the calculation on the differentiation decomposition
the price differentiation space and the construction of mutual aid system.

On above analysis and argumentation, the paper proposes the decision-making
thought of “building NHI backbone project, implementing the provincial monopoly
funds split, and nesting competitive funds with serious illness insurance and patient
co-ordination” . At last, the paper raises a series supporting reform proposals: In in-
frastructure, propose to perfect three basic reforms: risk evaluation methods reform,
unified designation for information system and management platform transformation ;
in mechanism construction, propose to implement three mechanism transformations ;
the financial subsidy mechanism transformation, the risk adjustment mechanism trans-
formation, and the risk undertaking mechanism transformation ; in key obstacles to o-
vercome, propose to solve three problems: treatment differences, transfer continua-

tion and repeated insured.

Keywords: Medical Insurance, Fragmentation, Funds, Integration
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