
1.1 Background :

C hina l e d  low -in co m e c o u n t r ie s  in  r e d u c in g  in f a n t  
m o r t a l i t y  r a t e  and e x te n d in g  l i f e  e x p e c ta n c y  o v e r  t h r e e  d e c a d e s  
from 1950 to  1980 . R apid p r o g r e s s  h a s  g iv e n  way in  th e  p a s t  
d e c a d e s  o r  more to  im provem ent a s  th e  burden o f  d i s e a s e  h a s  
s h i f t e d  from com m unicable and v a c c in e - p r e v e n t a b le  c a u s e s  to  
c h r o n ic  c o n d i t io n  a s s o c ia t e d  w ith  p o p u la t io n  a g in g , su ch  a s  
h e a r t  d i s e a s e ,  c a n c e r  and s t r o k e .  Even though  th e  C h in e s e 's  
econom y d e v e lo p e d  s lo w ly ,  i t  a c h ie v e d  a r e l a t i v e l y  good  h e a lt h  
i n d ic a t io n  w ith  a  r e l a t i v e l y  m odest in p u t com pared w ith  some 
o th e r  c o u n t ie s  (F ig  1 ) .  Uhy c o u ld  China a c h ie v e  t h i s  p r o g r e s s  
in  h e a lt h  c a r e  u s in g  lo w er  e x p e n d itu r e ?  To a la r g e  e x t e n t ,  i t  i s  
r e la t e d  to  a  h e a lt h  p o l ic y :  F o c u s in g  on w o r k e r s , fa r m e r s  
and  s o l d i e r s ,  g i v i n g  p r i o r i t y  t o  p r e v e n t io n ,  m e r g in g  m odern  
m e d ic in e  w it h  t r a d i t i o n a l  C h in e s e  m e d ic in e  , i n t e g r a t i n g  
h e a l t h  w ork w it h  m a ss m ovem en ts and  p u t t i n g  t h e  p r i o r i t y  o f  
h e a l t h  work i n t o  t h e  r u r a l  a r e a s .

1 .2  R a t i o n a l e s  :

C h in a 's  eco n o m ic  sy s te m  p r io r  to  1978 was g o v ern ed  by th e  
h i g h l y - c e n t r a l i z e d  command economy th a t  was c h a r a c t e r iz e d  by an  
a l l o c a t i o n  o f r e s o u r c e s  by governm ent p la n n in g . The c e n t r a l  
govern m en t, in c lu d in g  th e  MOH, MOF and S t a t e  P la n n in g  Com m ission  
worked t o g e t h e r .  They c a r r ie d  ou t i n t e r s e c t o r a l  p la n n in g  fo r  
ea ch  p r o v in c e  in c lu d in g  a l l o c a t i o n  o f f a c i l i t i e s ,  h e a l t h  
manpower and h e a lt h  b u d g et. For exam p le , MOF and MOH worked  
to g e th e r  to  d e v e lo p  a bu dget fo r  th e  w h ole n a t io n a l  p r e v e n t iv e  
sy s te m . They a l l o c a t e d  r e s o u r c e s  to  n a t io n a l  l e v e l  i n s t i t u t e s  
and to  ea ch  p r o v in c e  d i r e c t l y .  F o llo w in g  th e  n a t io n a l  p r i n c i p l e .
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F ig u r e  1 .1  L i f e  E x p e c ta n c ie s  and H ea lth  E x p e n d itu r e  in  
S e le c t e d  C o u n tie s :  D e v ia t io n s  from E s t im a te s  E ased  on GDP

D e v ia t io n  p r e d ic te d  l i f e  e x p e c ta n c y (y e a r s )
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D e v ia t io n  from p r e d ic te d  p e r c e n ta g e  og GDP sp e n t  on h e a lt h

S o u rce: World Bank d a ta

ea c h  p r o v in c ia l  h e a l t h  bureau a l lo c a t e d  th e  p r e v e n t iv e  b u d g et to  
ea c h  c o u n ty .

A f te r  in t r o d u c t io n  o f th e  f i s c a l  d e c e n t r a l i z a t io n  sy stem  
began  in  th e  e a r ly  1 9 8 0 s , l o c a l  g overn m en ts becom e more 
r e s p o n s ib le  fo r  th e  h e a lt h  s e c t o r .  Most b u d g e ts  w ere a l l o c a t e d  
by l o c a l  governm ent w ith  g r e a t e r  d e c i s io n  m aking b e in g  
t r a n s f e r r e d  to  th e  co u n ty  l e v e l .  They a l l o c a t e  l im i t e d  b u d get  
b etw een  p r e v e n t iv e  and c u r a t iv e  s e r v i c e s .
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In  C h ina , th e  most im p o rta n t p r e v e n t iv e  i n s t i t u t e s  a r e  
th e  A n ti-e p id e m ic  S t a t i o n s  (EPS) and m a tern a l and c h i l d  h e a lt h  
c e n t e r s  (MCH) . They have p la y e d  a v er y  im p o rta n t r o l e  in  
d i s e a s e  c o n t r o l :  s i n c e  th e  e a r ly  5 0 'ร th e r e  h a s  b een  s u b s t a n t i a l  
p r o g r e s s  in  th e  r e d u c t io n  o f m o r t a l i t y  and p r e v a le n c e  o f  
com m unicable d i s e a s e s ,  e s p e c i a l l y  th e  fu lm in a t in g  i n f e c t i o u s  
d i s e a s e s ,  w h ich  w ere th e  main c a u se  o f d e a th  in  C hina b e fo r e  
1949 and a t  th e  b e g in n in g  o f th e  5 0 ' s .  The huge d e c l in e  o f  
in f a n t  m o r t a l i t y ,  from g r e a t e r  than  200 p er  1000 l i v e  b i r t h s  
in  th e  l a t e  4 0 ' s  t o  37 p er  1000 l i v e  b i r t h s  in  1996 ; The 
l a r g e  g a in  in  l i f e  e x p e c ta n c y  (From 54 in  1950 to  73 in  1996) , 
and th e  im provem ent o f h e a lt h  s t a t u s  o f C h in e se , sh o u ld  be  
l a r g e l y  a t t r i b u t e d  t o  th e  e f f o r t s  made by EPSs and MCHs(Huang, 
1994 ) .

W ith d e c e n t r a l i z a t io n  o f th e  f i s c a l  sy s te m  and th e  
d im in is h in g  le v e r a g e  a b i l i t y  o f  th e  c e n t e r ,  th e  r e s o u r c e s  
s h o r ta g e  f o r  p r e v e n t iv e  c a r e  in c r e a s e d . C om pelled  by th e  
p r e s s u r e  from th e  p u b l ic  who fa c e d  lo n g  w a it in g  t im e s  fo r  
h o s p i t a l  a d m iss io n  and o p e r a t io n , th e  l o c a l  governm ent s t r i v e d  
t o  expand th e  su p p ly  c a p a c i ty  o f h e a l t h  s e r v i c e s ,  c o n c e n tr a t in g  
in v e s tm e n t  in  c u r a t iv e  s e r v i c e s ,  w h ich  fu r th e r  d r a in e d  th e  
m odest r e s o u r c e s  f o r  p r e v e n t iv e  c a r e . The p r o p o r t io n  s p e n t  on  
p r e v e n t iv e  c a r e  in  th e  g o v er n m en t's  r e c u r r e n t  b u d get dropped  
from 1 7 .8 % in  1978 to  1 4 .1 k  in  1993 , w h ile  a t  th e  sam e t im e ,  
h o s p i t a l  b u d g e ts  in c r e a s e d  from 3 3 .8 k  to  3 8 .7 k  (M OH,1993). The 
f i n a n c i a l  s t a t u s  o f  p r e v e n t iv e  i n s t i t u t i o n s  d e t e r io r a t e d ,  
e s p e c i a l l y  th o s e  a t  g r a s s - r o o t s  l e v e l .  G e n e r a lly  s p e a k in g , th e  
l o c a l  governm ent b u d get f o r  p r e v e n t iv e  i n s t i t u t i o n s  a t  co u n ty  
l e v e l  c o u ld  o n ly  c o v e r  th e  p e n s io n  o f r e t i r e e s  and p a r t  o f  
s t a f f  s a l a r i e s .  The r e s t  o f th e  s a l a r i e s  and o p e r a t io n a l  c o s t s  
had to  be c o v e r e d  by in c o m e -g e n e r a t io n  a c t i v i t i e s .  The 
governm ent fo rm u la ted  a  p o l i c y  o f a l lo w in g  th e  i n s t i t u t i o n s  to  
p r o v id e  ch a rg ed  s e r v i c e s  to  su p p lem en t th e  gap in  governm ent  
b u d g e t. The p o l i c y  h e lp e d  p r e v e n t iv e  i n s t i t u t i o n s  s u r v iv e  
th rou gh  f i n a n c i a l  d i f f i c u l t i e s .  But s e r i o u s  p ro b lem s, su ch  a s  
s t r e s s i n g  in c o m e -g e n e r a t in g  a c t i v i t i e s  a t  th e  e x p e n se  o f f r e e  
p r e v e n t iv e  s e r v i c e s  a r o s e .  T hose u n p r o f i t a b le  p u b l ic  h e a lt h  
s e r v i c e s  have b een  u n fa v o r a b ly  re d u ce d . The w h ole  e f f e c t i v e n e s s  
o f h e a lt h  c a r e  s e r v i c e s  h a s  d e c l in e d .  The c o n se q u e n c e s  in  some 
r e g io n s  a r e  th a t  th e  im m u n ization  c o v e r a g e  r a t e  h a s  d e c l in e d .
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e s p e c i a l l y  f o r  c h i ld r e n  among m o b ile  p o p u la t io n s .  The 
p r e v a le n c e  o f  some i n f e c t i o u s  d i s e a s e s ,  su ch  a s  STD, TB i s  
in c r e a s in g .  In some p r o v in c e s  in  s o u th e r n  C h ina , 
s c h i s t o s o m ia s i s ,  w hich was announced a s  b e in g  e l im in a t e d  
r e c u r r e d  r e c e n t l y .  The p r e v a le n c e  o f  h e p a t i t i s  À in  Sh anghai in  
s p r in g  1988 , w hich  was e s t im a te d  to  c a u se  a  l o t  o f  s e v e r a l  
hundreds o f m i l l io n  Yuan was an i n e v i t a b l e  outcom e o f th e  
f u n c t io n a l  ch a n g es  o f EPS (Tu, 1994 ) .

From th e  a n g le  o f h e a l t h  s e r v i c e s ,  e f f i c i e n c y  means low  
in p u t and h ig h  o u tp u t . Low in p u t means th e  p r o d u c t io n  f a c t o r s  
a r e  b e s t  com bined a t  minimum am ount. H igh o u tp u t means 
im p rov in g  l o c a l  p e o p l e ' s  h e a l t h  s t a t u s  a s  much a s  p o s s i b l e .  
E f f i c i e n c y  in c lu d e s  many f a c t o r s ,  su ch  a s  e f f i c i e n c y  o f  
te c h n o lo g y , o f  r e s o u r c e s  a l l o c a t i o n  and m anagem ent. The 
e f f i c i e n c y  o f governm ent h e a lt h  in v e s tm e n t i s  now r e l a t i v e l y  low  
in  r e s p e c t  o f  a l l o c a t i o n  in  C h ina. For in s t a n c e ,  a l l o c a t i o n  o f  
r e c u r r e n t  h e a lt h  e x p e n d itu r e  i s  d e c id e d  a c c o r d in g  to  th e  s t a f f  
numbers a t  ea ch  e v e r  i n s t i t u t e .  The i n s t i t u t e  w ith  many s t a f f  
can  o b ta in  much more governm ent in v e s tm e n t. The r e s u l t  i s  th a t  
much more governm ent in v e s tm e n t s u b s i d i z e s  m ed ic a l s e r v i c e  
i n s t i t u t e s  in s t e a d  o f p u b l ic  h e a lt h  s e r v i c e s ,  e s p e c i a l l y  
p r e v e n t iv e  c a r e  s e r v i c e s .  C o n stra in ed  by eco n o m ic  r e s o u r c e  
l i m i t a t i o n ,  th e  co u n ty  h e a lt h  a u t h o r i t y  s h o u ld  ch a n g e  to  
a l l o c a t e  f in a n c ia l  r e s o u r c e s a c c o r d in g  to  maximum outcom e.

The i s s u e  o f e q u i t y  in  h e a lt h  c a r e  s t i l l  l e a v e s  open  th e  
q u e s t io n  o f p r e c i s e l y  what form i t  sh o u ld  o r  d o e s  ta k e . Many 
s u g g e s t io n  h ave b een  made, su ch  a s  eq u a l e x p e n d itu r e  f o r  eq u a l  
n eed , eq u a l a c c e s s  fo r  eq u a l n eed , eq u a l u t i l i z a t i o n ,  e q u a l  
h e a l t h ,  e t c .  The e v id e n c e  w ould seem  to  s u g g e s t  th a t  e q u a l  
a c c e s s  f o r  eq u a l n eed  i s  m ost fa v o r e d , e s s e n t i a l l y  th e  p r i n c i p l e  
o f eq u a l o p p o r tu n ity .

To e v a lu a t e  th e  c o n d i t io n  o f h e a lt h  c a r e  f in a n c e  in  
d i f f e r e n t  econ om ic d e v e lo p  r e g io n  , su p p o rt by W orld Bank, CÀPM 
(C h in e se  Academy o f P r e v e n t iv e  M ed ic in e ) co n d u c ted  a  su r v e y  in  
th r e e  p r o v in c e s  in  1994 . They a r e  J ia n g s u , S h an x i and G uizhou . 
Among t h e s e  th r e e  p r o v in c e s ,  J ia n g su  i s  c o n s id e r  a s  th e  r i c h e s t  
p r o v in c e  com pared to  Sh anxi and G uizhou, s i n c e  i t  i s  h ig h ly
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i n d u s t r i a l i z e d  w ith  p e r  c a p i t a  GPP o f  2865 Yuan in  1 9 9 3 . G uizhou  
i s  on e o f th e  p o o r e s t  p r o v in c e s  in  C h in a , w ith  l e s s  
i n d u s t r i a l i z a t i o n  and u r b a n iz a t io n , i t s  p er  c a p i t a  GPP o f 1225  
Yuan in  1 9 9 3 , a r e  l e s s  than 50*4 o f  J ia n g s u ' s .  S h a n x i i s  a t  th e  
m id d le  p o s i t i o n  among th e  th r e e :  p e r  c a p i t a  GPP in  1993 was 2133  
Yuan, among th e  3 p r o v in c e s  a t o t a l  o f  5 c o u n t i e s  w ere s e l e c t e d .  
They a r e  Shouyang(SY ) c o u n ty , Qi co u n ty  (Q i) ,  Jurong(JR ) c o u n ty , 
Danyang(DY) co u n ty  and L ipo(L P ) co u n ty  r e s p e c t i v e l y .  The p r o f i l e  
o f them i s  shown in  T a b le  1 .1 .

Table 1.1 Basic Socio-economic Indicators in Selected Regions

Population
(thousand)

per capita GPP 
(yuan)

per capita 
revenue 
( yuan)

per capita
expenditure
(yuan)

Shanxi 30,126.2 2133.16 240.39 251.32
SY 217.3 1109.18 133.47 156.48
Qi 244.3 1637.05 126.87 130.96

Jiangsu 69670.0 3952.92 317.64 235.21
JR 594.7 3850.88 156.39 136.21
DY 805.3 5495 25 341.41 177.22

Guizhou 33323.0 1225.55 169.55 202.23
LP 145.7 1166.78 123.45 185 31

1 . 3 R e s e a r c h  Q u e s t io n s  and  O b j e c t i v e s

R esea rch  q u e s t io n s ,  g e n e r a l  and s p e c i f i c  s tu d y  
o b j e c t i v e s  a r e  i d e n t i f i e d  in  t h i s  s e c t i o n .

1 . 3 .1  R e s e a r c h  Q u e s t io n s

1. How was th e  a l l o c a t i o n  o f p u b l ic  h e a lt h  b u d get  
ch anged  d u r in g  th e  econ om ic reform ?
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2. D id th e  a l l o c a t i v e  e f f i c i e n c y  in c r e a s e  d u r in g  econ om ic  
reform  ?

3. How d id  th e  e q u i t y  ch ange d u r in g  th e  econ om ic  
reform  ?

1 - 3 . 2  G e n e r a l O b j e c t iv e :

T h is  s tu d y  a im s to  a s s e s s  th e  a l l o c a t i v e  e f f i c i e n c y  and 
e q u i t y  o f th e  governm ent a t  d i f f e r e n t  l e v e l s  d u r in g  th e  
h e a lt h  c a r e  reform  .

1. To e v a lu a t e  a l l o c a t i v e  e f f i c i e n c y  o f th e  governm ent h e a lt h  
b u dget f o r  th e  c u r a t iv e  and p r e v e n t iv e  m ed ica l c a r e .

2 . To e v a lu a t e  th e  a l l o c a t i v e  e q u i t y  among th e  d i f f e r e n t  
c o u n t ie s

3 . To d e s c r ib e  th e  tre n d  o f governm ent b u d get f o r  c u r a t iv e  and  
p r e v e n t iv e  s e r v i c e s  in  th e  3 p r o v in c e s .

1 . 3 . 3  S p e c i f i c  O b j e c t i v e s :

1 . To d e r iv e  a m odel w hich can  r e f l e c t  th e  r e l a t i o n  o f  l o c a l  
p e o p l e ' s  s t a t u s  and d i f f e r e n t  in p u ts  su ch  a s  eco n o m ic  f a c t o r s ,  
e d u c a t io n , h e a l t h  b u d get and s o  on The p a r a m e ter s  d e r iv e d
from model w i l l  b e  u sed  to  e v a lu a t e  th e  a l l o c a t i v e  e f f i c i e n c y  
c h a n g e .

2 . To u s e  th e  Gjni coefficient t o  e v a lu a t e  r e s o u r c e s  
a l l o c a t i v e  e q u it y
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1 . 4 S co p e  o f  th e  s t u d y

F iv e  c o u n t i e s  in  th e  th r e e  p r o v in c e s  (J ia n g s u , S h an xi 
and G uizhou) from 1S85 to  1993 .
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