POLICY AND PRACTICE UPDATES
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Integration of Drug and Food Administrations

CPC Cenfral Committee Political Bureau held a meeting on February 23 and discussed “State
Council Institutional Reform and Functional Transformation Program (the Draft)”, which will be a
topic at the 18" Second Plenary Session. The Draft aims to create a Ministry of Food and Drug
Safety at the national level to house the current fragmented food and drug safety regulatory
bodies.

Researchers in food safety regulation points out that food production and distribution is a full-cycle
process that should be administered as a whole. Due to various historical reasons, this process was
broken up and regulated by multiple agencies, creating regulatory redundancy and loop holes.

Local governments will play a big role in this reform since they are the ones actually implementing
food and drug safety regulations. In fact, some local governments are leading the way by
combining food safety functions across multiple offices such as agriculture, commerce, quality
monitoring, public health, livestock, fisheries, and even forestry and environmental protection.
Experiences from local governments might serve as a blueprint for the national reform.
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Xiamen Held Debate on Private Capital Funded Hospitals

Xiamen hosted a debate on how best to use private capital to fund hospitals, with attendees from
diverse backgrounds that include government agencies, public and private hospitals, investors,
and related non-government organizations.

Minister of Health Chen Zhu stated that the current development in social capital funded hospitals
is still far from the goals set by the Twelfth Five-Year Plan. There are existing problems that are
hindering the process, such as small scale investment, uneven regional development, and less than
ideal personnel distribution.

From a historical perspective, private capital funded hospitals are beneficial for reforming medicall
system, increasing medical service quality, and providing much needed competition for public
hospitals.

Currently, 47.9% of hospitals in China are funded by private capital, occupying 9.7% of all hospital
beds, and 12.1% of medical service personnel. They are an increasingly important component of
the Chinese medical system.
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Initial Steps in Combining Medical Insurances

On March 18, Premier LI Kegiang chaired the first executive meeting of the new State Council, and
proposed combining three major medical insurances as one of the major tasks. The three main
basic insurances are for urban workers, urban residents, and rural residents, and under the proposal,
they will be managed under one ministry.

This proposal is a response to increasing criticism of the current medical insurance system as
insurance coverage expanded. Currently, there are two co-existing systems that manage urban
residents and works separate from rural residents. There are extensive overlap between the two
systems, resulting in considerable waste, both in resources and personnel. About 10% of policy
holders are insured under both systems. Health departments are required to manage both hospitals
and medical insurances, and are straining under the pressure.

Based on these factors, it is of utter most importance to combine the three types of basic
insurances under one system, to reduce burdens on the health departments and waste.
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Twelfth Five-Year Plan Medical Reform Blueprint: Piloting in County-level Public Hospitals

The State Council recently released documents regarding the deepening of medical reform during
the Twelfth Five-Year Plan. Of the three main goals, build a sound universal insurance plan,

39



reinforce basic drug list system, and push for public hospital reform, only the last one remains barely
touched and wiill be the focus of the next round of medical reform.

During the Twelfth Five-Year Plan, the focus of medical reform will move from local hospitals to
public hospitals, and the accompanying institutional reform problems will only become more
numerous and complicated. Through this reform, many deep-seated conflicts relating to different
interest groups will surface and need to be addressed one by one.

There have been several attempts at reforming public hospitals, the last “Fortress” in the medical
reform process, with little to no results. Most attempts only addressed surface-level issues, without
implementing any meaning change, such as reforming compensation system, building public
hospital infrastructure, balancing distribution of medical resources, and ensuring repayment of
basic medical insurance.

To address these issue, county-level public hospitals will become the center of attention during the
new round of medical reform, and be able to provide medical care to 90% of the county
population through comprehensive reform of management, repayment, personnel, purchasing,
and pricing system:s.
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Qinghai Implemented 5 Medical Reform Policies to Alleviate Residents’ Medial Treatment Burden

Starting May 1 of this year, Qinghai provincial government infroduced five new medical reform
policies aimed providing more accessible care to its residents.

First, Qinghai province will integrate urban and rural residents’ medical insurance policies under one
management system to reduce waste in administrative personnel and provide faster and more
convenient care to residents. Second, Qinghai province will provide serious illness insurance to
urban workers to alleviate financial burden for medical care. Third, the province will reinforce and
improve the essential drug list system, ensuring drug purchasing, distribution, and monitoring can be
done at the local level. Fourth, the province will establish emergency care system for patients who
are in dire need of medical care but whose couldn’t provide identification at the time. Fifth,
monitoring and supervising of the government and local medical institute will be strengthened
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through coalition of various organizations such as financial, civic service, human resources, social
welfare, media, and the general public.
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Shanxi Making Process in Medical Reform

Recently, Shanxi province made strides in streamlining the medical care system by reducing
unused hospital bed by 13,600. Going forward, medical institutes with under-utilized hospital beds
will continue this reduction based on needs.

How much does a bed cost for a hospital? For large-scale hospitals, bed investment costs about 5%
of their overall finance. Large amount of unused or under-utilized beds leads to increased financial
and personnel investments. Before the reform, Shanxi medical institutes have about 4.26 beds per
1.000 residents, exceeding the national standard of 4 beds per 1,000 residents. After reduction,
there are about 3.85 beds per 1,000 residents.

In the future, local level health clinics will concenfrate on observational beds, and surplus hospital

beds will be taken to resource poor areas, private capital supported hospitals, elderly care and
physical therapy facilities, to optimize and equalize distribution of medical resource.
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