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At the time of writing, health provision is the central social concern in
China, and the complexity of the issue presents a direct threat to the cohe-
sion of the Chinese social fabric and political discourse. This chapter dis-
cusses the ways in which the WTO affects health service provision in
China. Specifically, we shall provide a historical review of health provision;
details of the current health needs of the Chinese population; trends in
health care financing, investment and spending; the distribution of public
and private health services across urban and rural populations; monitoring
mechanisms in health provision; and major changes in health provision
brought about by WTO membership.

To begin, China’s WTO commitments in health-provision-related issues are
in the process of largely being fulfilled. Regarding distribution services, since
2002, China has allowed foreign service suppliers to establish joint ventures to
engage in selected and wholesale business of imported and domestically pro-
duced product categories (with some exceptions). Regarding architectural ser-
vices, such as hospital design and construction, the Chinese government has
mandated that multinationals may co-operate with Chinese organizations for
cross-border supply of materials; yet, for commercial purposes, China only
permitted the formation of joint ventures with foreign majority ownership in
2001. After 2006, the wholly foreign-owned enterprises are now permitted to
enter this market. Regarding medical and dental services, the Chinese gov-
ernment allows multinational providers to form joint-venture hospitals or
clinics with Chinese partners, with quantitative limitations, in areas that fulfil
Chinese needs. In this area, the Chinese government also allows foreign own-
ership. In accordance with the Interim Regulations on Administration of Sino-
Foreign Joint Venture and Cooperative Medical Institutions, issued jointly by
the Ministry of Health and the Ministry of Foreign Trade and Economic Co-
operation (or, now, the Ministry of Commerce – MOFCOM) in 2000, the
Chinese party in joint ventures and co-operative medical institutions shall
hold no less than 30 per cent and foreign investors shall hold no more than
70 per cent of the investment (Murphy and Li, 2005).
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Historical overview of Chinese health provision

Health provision in China went through rapid changes between 1949 to
2005. It is generally agreed that China made impressive progress in its
public health work prior to the reforms (World Bank, 1984). The health
care system is controlled and regulated mainly by the Ministry of Health,
which provides technical supervision through an interconnecting chain of
agencies reaching down to the village level. The decisions made centrally
are usually implemented without modification (Chen, 1989).

Prior to the 1980s, the major characteristics of the Chinese system were
the emphasis on prevention, easy access to basic curative care, health ser-
vices tailored to local needs and conditions, affordable services, and the
integration of Chinese and Western medicine. In 1984, there were 2,458
people per doctor in China, as compared with 9,900 in other low-income
countries, and about 4,310 in middle-income countries (World Bank,
1984). By 1984 China had made major gains in life expectancy, infant mor-
tality, nutrition and calories intake, distribution of food, and population
control; although the gap in the health services between urban and rural
areas is widening. Health-related indicators in China show that its efforts in
health care since 1949 have resulted in a healthier population.

As discussed earlier, the major policy directive for establishing public
health for all in China was issued by Mao Zedong on 26 June 1965, in
which he mandated the importance of building a rural public health infra-
structure by transferring public health professionals to villages. He also
mandated the increase of hospital beds in rural areas. It was estimated that,
between 1965 and 1980, about 40–60 per cent of hospital beds were in
rural areas.

During this period, China’s health care system was characterized by four
major principles: (i) medicine was at the service of the people; (ii) preven-
tion played a key role in public health; (iii) health education was carried
out through mass campaigns; and (iv) there was a close integration of bio-
medicine and Chinese medicine (Rosenthal, 1987). There was also special
attention paid to women’s health. It was noticed that there was a female
health worker in every work unit. There were special health policies that
protected women’s health; for example, pregnant women were prohibited
from engaging in hazardous work. A five-tier system was developed from
these principles. The government was the source of financing for China’s
health care system.

The rural health system

One of the major dimensions that determine access to and quality of care
in China is geographical location. Most progress in health care in China
between 1950 and 1979 was made in rural areas. During this period, the
rural health system operated on a five-tier system. On the first tier, the
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major innovation by Mao was the creation of the ‘barefoot doctor’ system
in 1965. Paramedics, the so-called ‘barefoot doctors’, assisted by midwives
and community health workers, were affiliated with the production brigade
health stations and posted in every village (Dong, 2001).

In this system, some 1.3 million peasants were trained as health care
providers as a basic prevention and intervention effort in the countryside.
They had to pass a national examination before they were allowed to prac-
tice (ibid.; see also Leslie, 1976). These barefoot doctors, paramedics in tra-
ditional health care as well as basic modern health care and sanitation
practices, were instrumental in reconstructing the health care system and
improving the health of the population between 1949 and 1978.

At the next level, the commune hospitals were staffed with Western-style
and traditional doctors, nurses and health workers, with a limited number
of in-patient beds. On the third tier, district commune hospitals offered
specialized services to its own commune and four to six others. The fourth
tier, the county hospitals, had the best rural facilities. On the fifth tier, the
County Bureau of Public Health were the centre of health care manage-
ment for the entire county (Rosenthal, 1987; Chen, 1989).

The urban system

In the urban areas of China, the health care system was structured hierar-
chically into three tiers: street health clinics and workplace clinics provid-
ing preventive and primary care; district and enterprise hospitals and
specialist clinics providing secondary care; and provincial and municipal
general hospitals and teaching hospitals providing tertiary in-patient care.
Prior to the reforms, these health care institutions were managed and
financed by the institutions in the public sector. The three-tier system
serves a different clientele in different settings. For example, in large cities,
the municipal hospitals addressed the needs of the employees of state-
owned enterprises, institutions, municipal government agencies, retirees,
disabled veterans, and university faculty, staff and students. District hospi-
tals took care of the employees of large and medium-sized state-owned
companies, district and street-level government organizations, district gov-
ernment affiliates, retirees, and middle and primary school teachers and
staff. The street hospitals undertook the health care of small state-owned
companies, and health centres. Beyond these three tiers, most large work
units owned hospitals, while smaller work units or institutions owned
clinics or health-care stations. All neighbourhoods had health centres,
supervised by neighbourhood committees, providing basic health promo-
tion and education and home care (Dong, 2001).

This universal health care system established by Mao proved to be effec-
tive in addressing major health issues, making it possible for the govern-
ment to provide free basic health services for all in the republic. It was
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widely agreed that, between 1965 to 1980, the Chinese made impressive
gains in many areas of public health (World Bank, 1984).

Overall, the health status of the Chinese population, as evidenced by
major health indicators, showed substantial improvement during this time.
When the communist government was first established, there was half a
billion people in China. The population then showed a sharp increase after
1949 because of the dramatic decline in population mortality. This was
considered to be a major success among Mao Zedong’s policies. The official
death rate in 1953 was 14 deaths per 1,000 people (Coale, 1984; Riley,
2004). The government’s efforts in improving the socioeconomic condi-
tions of the population, such as improving the food supply, famine relief,
reducing income disparity, bridging the urban – rural gap in accessing
social resources, and the intensive upgrading of the public health infra-
structure to improve access, generated positive results. Inexpensive but
intensive grass-roots prevention campaigns waged by local health workers
and political operatives proved to be effective in eradicating major public
health problems and increasing life expectancy. This public health effort
was interrupted several times by political events, the most notable of which
were the Great Leap Forward and the Great Proletarian Cultural Revolution.
The Great Leap Forward, designed to increase agricultural and industrial
production, and the Great Cultural Revolution, aiming at eliminating the
political rivals of Mao, caused major population dislocation and famine,
and the consequent deaths of 30 million people between 1958 and 1961.
In the years not interrupted by political upheavals, life expectancy at 
birth increased from 35 years in 1949 to 72 years in 2001 (People’s Daily,
28 March 2002).

As mentioned earlier, China made impressive public health gains
between 1950 and 1984. Infant mortality has declined dramatically,
although the precise magnitude of the decline is uncertain because data on
infant deaths are incomplete. The most reliable estimates suggest that the
infant mortality rate fell from 139 infant deaths per 1,000 live births in
1954 to about 41 infant deaths per 1,000 in the late 1990s (China
Population and Information Research Centre, 2001) China has combated
successfully infectious diseases of children, and wide-reaching immuniza-
tion programmes have reduced the prevalence of encephalitis, meningitis
and hepatitis. In addition, improvements in water quality, especially in
rural areas, have helped to prevent intestinal diseases such as diarrhoea,
typhoid and cholera, which affect children in particular (Banister, 1992).

Expanding health care

Preventive care was a major achievement during Mao’s rule. Immunization
programmes were widespread: by 1990, 98 per cent of infants had been
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immunized against polio and measles. The Chinese government also
financed all health services and made health care affordable for all citizens.
Since the economic reforms of the 1980s, however, fewer citizens have had
access to public health care, contributing to a rise in illness and mortality
among some groups.

Health care after the market reforms between 1978 and 1990s

The change in China’s health care system occurred as a result of the larger
social and economic reform ushered by the Chinese leader Deng Xiao-ping.
The introduction of a market-driven economy had a major effect on the
structure of health care financing. The economic reforms of the 1980s that
pushed China toward a market economy altered the country’s health care
system in ways that may have affected population health. In the early years
of communist rule, universal access to health care was a top priority, but
the shift towards a market-orientated system since the early 1980s has
meant the demise of guaranteed access to health care. Poor people cannot
afford health care, and rural residents might not have access to health ser-
vices, making those groups particularly vulnerable. Regional, gender, and
other differences in mortality are increasingly visible.

The principles underlying health policy during this time are to: (i) build
and improve both urban and rural primary health care services; (ii) effectu-
ate the prevention principle of disease control; (iii) integrate traditional
Chinese medicine with Western medicine; (iv) establish maternal and child
health institutions and enhance technical guidance in family planning; 
(v) upgrade medical education and training of health professionals; 
(vi) strengthen biomedical research; and (vii) improve health management
by upgrading the managerial skills of health managers.

In addition, China’s Ministry of Health developed national health reform
measures for, which were approved by the Chinese State Council in 1985.
The major objectives of these reforms were to: (i) decentralize responsibili-
ties in health management and regional development; (ii) expand existing
facilities and improve productivity through financial incentives to medical
staff; (iii) encourage the privatization of health care provision in the form
of private practice or family patient beds; (iv) increase staff support from
city hospitals to rural and smaller hospitals; (v) create a health legislation
system; and (vi) reform the health insurance system.

The 1985 measures initiated some changes in health care provision. 
The government limited the public sector’s support for health care to basic
personnel wages and restricted new capital investment to about 25–30 per
cent of hospital expenditure. It allowed more financial independence 
for hospitals and health centres, and facilitated the privatization of health
facilities and the establishment of private clinical practices (Hsiao, 
1995).
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Urban and rural health care provision

Prior to the reform, the urban health care institutions fell mainly into two
major employer-based systems: the Labour Insurance Programme (LIP) and
the Government Insurance Programme (GIP). Employees and retirees in
state-owned enterprises are covered by LIP, with medical expenses being
reimbursed from the employees’ pre-tax income. To address the issues of
inefficiency in health resource allocation and health care provision, and
the lack of risk pooling across enterprises, the Chinese government insti-
tuted a major reform, executed in two stages – from the 1980s to 1991, and
from 1991 onwards. The objective of the first stage reform was to contain
cost from both supply and demand sides. On the supply side, cost-sharing
mechanisms were established, such as pre-payment to hospitals according
to the number of beneficiaries in their areas, and setting a fixed fee for ser-
vices. Hospitals were allowed to retain earnings when hospital revenues
were greater than payments (Dong, 2001). The hospitals in this scheme
have to assume financial responsibility by improving efficiency. A second
reform was to define a list of pharmaceuticals eligible for reimbursement.
Improvements to GIP and LIP were also made, to increase risk pooling at
district or corporate level – for example, by establishing medical expendi-
tures for catastrophes.

In the second stage of reform, the primary goal was to expand the risk-
pooling capacity, in conjunction with cost-containing considerations. For
example, the city of Shanghai initiated a pilot programme requiring partic-
ipating partners to allocate 3 per cent of total wages to health benefits for
catastrophic and emergency care. The other example is that several cities
experimented with city-wide universal health care by combining individual
savings accounts and social risk-pooling funds to pay for health care costs.
Individuals were required to pay expresses from their savings and a fixed
amount of payment before being allowed to access social risk-pooling
funds. This experiment was expanded to fifty other cities in twenty-seven
provinces under a 1991 policy directive entitled ‘Opinions on Expanding
the Number of Pilot Cities for Reform of the Employee Health Protection
System’, drafted jointly by the State Commission for Economic
Restructuring, the Ministry of Finance, the Ministry of Labour, and the
Ministry of Health (ibid.).

Health issues and the needs of the Chinese population

The major health issues of Chinese society have changed rapidly since the
founding of the People’s Republic of China. Between 1949 and 1978, the
overall health issues were mainly malnutrition, infectious diseases (TB and
other respiratory diseases), hepatitis, parasitic diseases, and maternal and
child health. Between the 1980s and the early 2000s, the economic boom
in the cities and the rapid development of a market economy led to the
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emergence of a totally new set of issues. In 2005, according to the Ministry
of Health, the most frequent causes of death among residents of Chinese
cities are cancer; heart disease; stroke; respiratory diseases; injury and intox-
ication; digestive problems; endocrinal, urinary and reproductive problems;
mental illness; and neurological disorders, which together account for
92 per cent of all mortality in 2005. In contrast, the ten major causes of
death in villages were respiratory diseases; stroke; cancer; heart disease;
injury and intoxication; digestive problems; endocrinal, urinary and repro-
ductive problems; nutritional and metabolism issues; TB; and mental
illness, which together accounted for 91.9 per cent of all mortality statistics
(Sina News, April 2006, ‘Cancer tops the major causes of death among
Chinese residents’). This list reflects the results of the fast pace of economic
growth and inequity in social determinants of health; yet it is also impor-
tant that in the years ahead there will be increased mortality caused by
emergent infectious diseases such as HIV/AIDS.

Changing population issues

The changing patterns of morbidity and mortality are also related to chang-
ing population issues since the 1950s:

Fertility trends and population health:

China’s demographic changes and efforts to control its population size
have exerted a direct influence on the population’s health. Contrary to
some criticism against China’s population policy, the country has engaged
in serious efforts to improve maternal and child health through various
family planning campaigns. In the 1950s, starting from the first birth plan-
ning campaign espousing fertility control to improve maternal and infant
well-being, China’s family planning efforts have been conducive to the
health of its population. The second family planning educational cam-
paign, which ran from 1962 to 1966 was also designed to lower fertility,
particularly in rural areas. This campaign propagated the ideas of later mar-
riage, longer birth intervals and smaller families by providing easier access
to contraceptives and abortion. However, this campaign did not result in
much reduction in fertility in rural areas because of poor capacity and
infrastructure. During this period, China began to manufacture its own
contraceptive devices.

Population control continued after the Cultural Revolution. The third
campaign, from 1971 to the end of the 1970s, spread a similar message of
later marriages, smaller families and longer birth intervals. It was more suc-
cessful than the previous one in that it provided easier access for rural
women to the family planning services and established birth targets
throughout the nation. This paved the way for the later single-child policy.
A more rigid population policy was implemented in 1979, in the belief that
rampant population growth would cancel out all the positive gains of eco-
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nomic growth. Controlling population growth in rural areas was a particu-
lar challenge because rural areas had the highest rate of population growth
among all regions (about 75 per cent), and more difficult access to health
services (White, 1994, pp. 137–58; Greenhalgh, 1990). This policy closely
monitored population growth: every couple had to apply for approval
before having a child, and individuals who abided by this policy would be
rewarded by preferencial treatment in educational opportunities, health
care, housing and job assignments; but children who were born out of
quota would have reduced access to education and other social privileges.
The implementation of this policy has been criticized heavily in the inter-
national community; yet it is important to note that the Chinese govern-
ment relaxed the way that the population control policy was implemented
since the 1980s. In the first phase, the government used more forceful mea-
sures to reach its targeted goal, such as by requiring women to use contra-
ceptives and sterilization, especially after two births. However, a policy
change announced in 1984 in ‘Document 7’ allowed more flexibility in
implementing this policy, such as asking officials to adapt it to local cir-
cumstances (Greenhalgh and Winckler, 2001).

Past family planning efforts were successful in reaching the population
goal of keeping the size of the population to 1.2 billion by 2000 (Green-
halgh, 1990, pp. 191–229), and at the time of writing, China has one of the
lowest fertility rates among developing countries. Yet the fertility rate
varies across different regions of China. Fertility rate in urban areas had
started to decline in the 1960s, while the rural rate did not reduce until the
1970s. By the mid-1980s, rural rates were still 30–50 per cent higher than
urban rates (because of government policy of allowing families with two
children in rural areas (Peng, 1991, p. 228; see also Lavely, 1986). In 2001,
the urban fertility rate was 1.22 children per woman, contrasting with 
1.98 in rural areas.

As noted earlier, gender and socioeconomic status-related factors have a
particular influence on fertility and population health. These include: edu-
cation, income, social and professional status, and geographical location. It
was noted that regions differ in fertility. The decrease in fertility was first
noted in the more affluent Eastern provinces, but not in the rural and
Western provinces (Birdsall and Jamison, 1983, pp. 651–75). In 2000,
provincial fertility rates ranged from 0.9 and 1.0 children per woman in
Guangdong Province in the south, and Liaoning Province in the north,
respectively, to 1.7 in Ningxia Province in the west and 2.2 in Guizhou
Province in the south west. The variation is even greater within provinces
than among them (Poston and Jia, 1990). In addition, education as a whole
and women’s education, in particular, as well as income, marriage 
and childbearing patterns, and women’s roles in family, society and the
labour force were all contributors to social and population health in China 
(Wang M.L., 2006; Peng, 1989, pp. 1–38).
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Improvements in life expectancy and infant mortality

China has made major improvements in most health indicators, such as
life expectancy and infant mortality, since the 1960s. According to the
latest estimates by WHO (2003), China’s annual population growth rate
was 0.9 per cent; the percentage of the population aged 60+ years, was 10.5
per cent; total fertility rate was 1.8 and; life expectancy was 70 years for
males and 73 for females – this was 35 years in 1950. Child mortality was
32 per 1,000 for males and 43 per 1,000 for females under five years old
(WHO, 2003). China has one of the lowest infant mortality rates among
the developing countries (WHO, 2000). The improvements in the economy
and overall living standards are believed to have been a major contributor
to the improvement of major health indicators.

Imbalance in sex-ratio

An important side effect of restricting births was the unexpected imbalance
of sex ratio because of the preference for boys in rural areas – the so-called
‘missing girls’ phenomenon (Johansson and Nygren, 1991; Coale and
Banister, 1994, pp. 459–86; Zeng et al., 1993, pp. 283–302; and Gu and Roy,
1995, pp. 17–42). It was noted that the increasing imbalance in the sex
ratio would be ‘missing’ girls from the population registry. The close-
to-normal ratio – 105 boys to 100 girls in 1989, was tilting increasingly
towards the number of boys by 2000, which reached 120 to 100 girls, the
highest in the world. There were regional differences: most provinces were
abnormal, with Hainan and Guangdong provinces of reaching ratios of 135
and 138, respectively, while only Tibet and Xinjiang were close to normal.
It was estimated that the sex ratio for first births in 2000 was closer to
normal, at 107: 100, but rose much higher with second births, to 152: 100,
and to 160:100 for third births. In the villages, gender discrimination was
prevalent. In China’s fifth census, in 2000, the sex ratio was 119.2: 100 and
boys were still preferred in the villages (World Journal, 2005), (‘The next
fifteen years saw major changes in population structure’) The explanations
for the preference for boys in most villages were that the villagers wanted
boys to carry the family name (36.2 per cent), followed by livelihood secur-
ity (28 per cent), and emotional security (16.7 per cent) (World Journal,
2005, ‘Boys are preferred in reduced births among villagers’). In general, the
missing-girl phenomenon was evidenced by excess deaths of female babies
through infanticide, neglect or abandonment; the under-reporting of
female births; the putting up for adoption of female children; and sex-
selective abortions. There is little knowledge about the exact statistics on
these different options, since infanticide and sex selection is forbidden by
Chinese law (Zeng et al., 1993, pp. 283–302). Yet services for sex selection
were believed to be widely available in private clinics, and have often
escaped government surveillance (Gu and Xu, 1994, pp. 417–31; and 
Zeng et al., 1993).
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Neglect of the needs of the increasingly ageing population

The other phenomenon is the increase in the ageing population and lack of
resources to take care of the aged. Several related phenomena are occurring
in China. The rate of China’s population increase is one of the lowest in
the developing countries. In the 1980s, the number of newborns averaged
16 million per year but decreased to 7 million per year by 2004 (Sina News,
2005, ‘Three major crises in China’; see also The Blue Paper on Social and
Economic Conditions of China, China Social Sciences Sinica). The rate of
decrease in newborns has been much faster than expected, which has a
direct effect on the operation of schools. It has been estimated that in the
year 2004 alone, more than 30,000 primary schools were eliminated in
China, and a large number of them were being considered for conversion
to nursing homes for the elderly (ibid.). Liuyang City in Hunan Province is
a pertinent case in point. In 1995, there were 1,099 elementary schools but
by 2005 there were only 326 remaining as the total of the student popula-
tion had decreased by 61 per cent. Similar trends are occurring everywhere
in China (World Journal, 2006, p. 50, ‘China is on the threshold of an
ageing society’.

In contrast to the reducing birth rate is the increase in the elderly popu-
lation (see the analyses in ibid.). According to China’s 2000 census, about
10 per cent of China’s population was aged over 60 years, with 7 per cent
being over 65 years of age. The rate of ageing is increasing by 3 per cent per
year. By 2015, the demographers estimate that China will enter a ‘popula-
tion deficit’ stage, caused by the immense pressure brought about by
pensions for the rising elderly population. It was estimated that, by 2035,
about 20 per cent of China’s population will be over 65 years of age, and by
2040, China’s ageing population will reach 25–28 per cent – greater than
that of the USA (World Journal, 2005, ‘The next fifteen years will see major
changes in population structure’). By 2040, China’s elderly population will
reach 397 million, more than the total elderly population of France,
Germany, Italy, Japan and Britain combined. China’s working population
will reach its highest point in 2015, but will gradually decrease to 18–35 per
cent mid-century. In the 1970s, the ratio of children to elderly was 6:1, but
in the next thirty-five years this ratio will be reversed. In addition, three-
quarters of the Chinese working population have no pension plans. With
no reform, the Chinese population will face a large elderly group with no
family support, pensions or medical care, which will pose a serious threat
to China’s social and economic system.

The need for an effective pension system is urgent. Most state-run com-
panies provide good pension and health care plans, but private companies
do not provide any retirement and health plans. China is not oblivious to
this issue, however. Since the late 1990s, China’s State Council, equivalent
to the State Department of the USA, has required private enterprise to
provide pension plans. The new system has two components: taxes from
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the current working population are used to pay for those who are retired;
and the government had established private retirement accounts for those
retiring in the future. But a problem remains in that private enterprises are
refusing to participate in the private accounts project because most of their
funding has already gone on paying for the deficit in state-run pension
plans, leaving no funding for private accounts, and the funds already col-
lected in private accounts were often appropriated to pay for current
retirees. Reforming this system is critical to China’s economic success. If
the reform is successful, the ageing population will not be a social barrier.
The pension fund can be reinvested in the economy through various
financial instruments (stocks, bonds and so on) and will thus become a
powerful engine for economic development. It can thus improve China’s
investors’ position in the global capital markets. But most important, it
increases social solidarity, reduces the government’s financial burden and
decreases social cost. Ultimately, the reform is likely to increase the politi-
cal capital of the government (see related discussions in Zhang, 2004).

If the current pension system is not reformed, the elderly will receive less
support from the working populations in 2040 than it they do now. That
is, only 2 per cent of the working population instead of the 6.4 per cent as
in 2000, will be included in the safety net (WHO 2004).

Increasing presence of the ‘floating population’ in the cities

It was estimated that China now has a floating population of 150 million,
accounting for one-eighth of the total population (communication with Xu
Hua, Secretary General, China AIDS Foundation, 20 December 2005).
Floating populations have made major contributions to China’s economic
development. It has been estimated that migrant labour has contributed
21 per cent of China’s GDP since 1978, and about 100 million migrant
labourers have accounted for 57.6 per cent of the work force of the labour-
intensive sector, including 52.6 per cent in food and commerce, 68.2 per
cent in manufacturing and processing, and 79.8 per cent in the construction
sector (Sina News, 2006, ‘Beijing will invest more than $RMB100 billion in
the new “Eleventh Five-Year Plan”’). It was believed that, by the mid-1990s,
there were already over 100 million floating populations living in cities, 
but the numbers are increasing. What began as a small urban population
(about 20 per cent) at the end of the 1970s grew to be a much higher per-
centage in the early 1980s, after Deng Xiao-ping’s economic reforms. Causes
of this have been the government’s relaxation of migration policy, the fast
pace of urbanization, and increasing economic and employment oppor-
tunities in the cities. Between 1978 and 2005, population in Chinese town-
ships and cities increased from 170 million to 540 million; cities having
more than a million population increase from 13 to 49; and urbaniza-
tion increased from 17.9 per cent to 41.8 per cent. It was estimated that, in
1978, there were fewer than 200 cities in China and in 2005 there were 661
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(Sina News, 2005,) ‘Fast urbanization in China leads to 49 million-people
cities’).

Between 1990 and 2000, urbanization was increased by 1 per cent, and
between 2001 and 2005, by 1.4 per cent. Concommitantly, Neighbourhood
Mutual Support Committees, which used to strengthen social solidarity
have reduced, from about 100,000 to 77,000. This has had a serious effect
on public health because in the past these committees shouldered major
responsibilities in maternal and child health, public health alerts, and
disease monitoring and surveillance (Sina News, 2005, ‘Three major crises in
China’; see also The Blue Paper on Social and Economic Conditions of China,
China Social Sciences Sinica). Another cause of urban growth has been
access to more and better social resources in urban settings. Urban–rural
development in China is uneven and urban centres can often offer much
better opportunities for villagers. For example, the City of Shanghai had
over 17 million residents by 2005 in an area of 664 square kilometres, with a
population density of about 15,000 persons per square kilometre. The sub-
urban area around Shanghai is nine times larger than the City itself, but has
a much weaker infrastructure, therefore most migrants choose to remain
near the city centre, rather than in the suburban areas (World Journal, 2005,
‘Shanghai plans to control the population at under 9 million’).

Since the migrants are not in mainstream public or private employment
sectors, they generally take up temporary jobs as construction workers,
nannies, factory workers, or other posts in menial, labourers markets,
which are often low-paid and risky, with no health insurance. Some have
been forced to move between cities and villages – the so-called ‘circular
migration’ or ‘return migration’, tending to move back to villages after a
few years in the city. It was estimated that more than 40 per cent of the
construction workers in Beijing in the mid-1990s were migrants, and the
rate has been much higher in the 2000s (Lei, 2001, pp. 471–93). The state
regulations on housing, hiring, health care, urban employment, public
safety, schools and taxation, which did not take into account the situations
of the floating regulations in the past, are now gradually catching up with
necessary policies or programmes (Solinger, 1999).

A complicated employment structure and market

The unemployment picture is complicated by the increase in the ageing
and floating populations. The year 2005 saw an increase of 9.6 million new
jobs, and the recorded unemployment rate was less than 4.2 per cent in
small towns and cities. Yet, according to a World Bank expert who formerly
directed the Beijing office, the real unemployment rate was greater than 
10 per cent in these settings (Sina News, 2006, ‘Fluid labour market chal-
lenged the rights protection of labourers’). The labourers face major issues
of social security, health care, unpaid wages, and children’s education because
of the lack of unions and rights’ protection. The employment structure is
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also uneven: there is an oversupply of the unskilled but a shortage of
skilled workers. A general college education is no longer a guarantee of
employment (Sina News, 2005, ‘Three major crises in China’). In a report by
the National Development and Reform Committee on 14 February 2006,
the Chinese authorities pointed out that the employment picture was com-
plicated in 2006, and more than 14 million people, mainly in cities and
towns, will face major employment issues. Unskilled college graduates will
have to settle for jobs that are below their educational credentials, are low-
paid and with decreased benefits. In 2006, the labour force over the age of
16 is estimated to be more than 17 million, and the job seekers will
number more than 25 million, with the employment market offering work
for only 11 million (Sina News, 2006, ‘More than 14 million will face
employment difficulties: new graduates will face decreased salaries and
benefits’). The employment market is also unstable, sometimes varying
with the seasons or trends. For example, for 2005, the need for a stable
supply of menial labourers was heightened as China’s labour-intensive
industries increased. The Chinese New Year holidays in 2006 witnessed
high-level anxiety among labour-intensive producers, when the rural
migration workers resigned or left their jobs in the cities temporarily to
return to their village homes for the Chinese New Year. The recess affected
China’s overall productivity for three weeks. Many employers had to
provide the incentive of free round-trip transportation for these migrant
workers so that they could return to their employment, and many employ-
ers set up recruiting centres near train stations after the New Year holidays
to recruit a new batch of migrant workers.

Changing the social, economic and cultural environment

The economic reforms have also led to unprecedented social changes that
have affected China’s population, social and environment health. The
opening of the economy in China has led to an increasing emphasis on
economic growth without always foreseeing negative consequences. The
exhaustive use/abuse of human resources, land and natural resources has
led to serious environmental degradation, such as air and water pollution,
violations of occupational safety, and rural discontent. The liberalization of
the economic system and related changes in social values has produced
some negative health consequences, such as an increase in commercial sex
and arising incidence of STDs and HIV/AIDS. The capitalist mode of pro-
duction, which requires efficiency, maximization of profit-making and
expediency has also caused a decrease in social capital and an increase in
social exclusion. This has resulted in some unexpected social health issues,
such as the exclusion of the elderly, and an increase in the incidence of
mental illness and psychological problems. The economic changes have
also produced profound cultural changes that can have an affect on popu-
lation health. In urban areas of China, globalization has led to increasing
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exposure to an unhealthy diet, especially to fast food. Compounded by an
affluent economy, this exposure has increased the intake of high-fat, high
protein and high-sugar foods at the expense of the much healthier tradi-
tional Chinese diet. This effect, which is particularly pronounced in urban
populations, is a contributory factor to the increasing prevalence of obesity,
hypertension, cardiovascular disease and strokes. The concentration of
urbanization in major economic centres has increased population density
and is also the conduit for the spread of infectious diseases and epidemics,
such as avian influenza, SARS, HIV/AIDS, and an increase in violence.

Examples of major life-style issues include the changes in marriage and
family stability. The floating populations in particular face major chal-
lenges in marriage, which has a direct effect on the family stability that
Chinese society has valued for thousands of years. The floating workers
often have to rely on matchmakers to arrange their marriages, and the
arranged marriages often do not last. The men who provide a ‘marriage
guarantee fund’ for their marriage often cannot claim it back after a
divorce. In larger cities, ‘eight-minute’ matchmaking has become popular
among singles (World Journal, 2005, ‘Arranged marriage is the new way to
find a spouse for village youths’). The divorce rate is also rising rapidly, in
some cases, much faster than in industrialized countries. There are positive
and negative consequences of this trend. It is conducive to gender rights, as
most women believe that the right to divorce is a civil right. For example,
about 70 per cent of the divorces in Canton are initiated by women. From
October 2003, the Chinese government has simplified divorce procedures
and made it easy to divorce in ten minutes. In 2003, China’s divorce rate
was 19 per cent, five times higher than in 1979. In 2004, the divorce rate
was 21 per cent, 60 per cent of which were fast-track divorces in a Civil
Affairs Bureau, which requires only the marriage certificate, personal
identification, a photograph of both parties and a divorce application.
Among younger generations, there is heightened interest in fast-track mar-
riage and divorce: there have been cases of couples getting married in the
morning and divorced in the afternoon. For example, a 24-year-old woman
got married in September 2003, left for work a thousand miles away, and
was shocked after coming back for a conjugal visit to discover her husband
wanted a divorce. The couple only spent a few days together during the
entire period of their marriage. This kind of fast-track marriage is especially
prevalent in larger cities and has both direct and indirect consequences for
social and individual health. A survey found that the divorce rate in Beijing
was 50 per cent (World Travel Journal, 2005). Extramarital affairs have been
cited as a major reason for divorce. In Canton, extramarital affairs
accounted for 30 per cent of divorces, especially among well-to-do men,
who followed the fashion for taking a mistress. On the negative side of
sexual liberation, both men and women are paying the price for the liberal-
ization of marriage and sexual attitudes. These cultural phenomena are tied

Mei-ling Wang and Xiao-wan Wang 147



directly to the spread of hepatitis, TB, HIV/AIDS and STDs (World Journal,
2005, ‘Divorce rate rises fast in China. Chinese women choose foreigners
for their second husbands!’).

Major health issues in China

In general, the major health issues in China are different from those in the
1950s and 1960s, as mentioned in Chapters 1 and 4, and also differ
between rural and urban areas. For urban residents, the major diseases are
ranked in the following order: cancer and malignant tumours; stroke;
cardiovascular disease; respiratory diseases; and injury and intoxication,
while for rural residents, the major diseases are respiratory diseases; stroke;
malignant tumours and cancers; cardiovascular disease; injury and intoxi-
cation; and digestive disorders. For the government, the immediate chal-
lenge is infectious diseases. The beginning of the twenty-first century saw
an increase of infectious diseases in all regions of China. In a report
released by China’s Ministry of Public Health on the causes of mortality for
October 2005, the most prevalent infectious diseases are were TB, hepatitis
B, amoebic dysentery, syphilis and gonorrhea, which together accounted
for 87.71 per cent of morbidity. The top five causes of mortality were TB,
rabies, AIDS, hepatitis B and meningitis, which together accounted for
89.94 per cent of all reported cases  (World Journal, 2005, ‘Pneumonia is
number 1 cause of mortality’). In 2004, according to David Ho, a leading
global AIDS expert, the three major infectious epidemics in China are:
SARS, AIDS and avian influenza. After SARS was controlled effectively 
in 2004, AIDS and avian influenza remain major challenges (Sina News
2004, ‘Warnings from David Ho: China is facing three major infectious
epidemics’).

Respiratory diseases. In a report released in October 2005 by China’s
Ministry of Public Health on the causes of mortality, respiratory diseases
were the major causes of mortality, with about 1.6 million people dying
of them by October 2005 (World Journal, 2005, ‘Pneumonia is number one
cause of mortality’). It was estimated that more than 100 million Chinese
are infected with various kinds of influenza each year. And respiratory
diseases, including an extremely prevalent degenerative type of pneu-
monia, were the fourth largest cause of mortality among the whole
Chinese population, between January and October 2005, and a major
cause of mortality among villagers, because of smoking, air pollution and
hereditary factors, despite the fact that this degenerative disease is
curable. Overall, the rate of prevalence was 12.4 per cent among males
and 5.1 per cent among females. About 8.8 per cent of urban residents
and 7.8 per cent of rural villagers have suffered from this disease (China
News, 2005, ‘Respiratory disease ranked number one as major cause of
mortality for rural villagers’).
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Among the emergent respiratory diseases, SARS was the most serious
public health threat since the year 2000, and China was the worst victim 
in this crisis. During November 2002–July 2003, a total of 8,098 prob-
able cases of SARS were reported to the World Health Organization 
from twenty-nine countries, including thirty-eight cases from Canada; 
812 SARS-related deaths (case-fatality rate: 9.6 per cent) were reported 
38 cases of which were in Canada (Centre for Disease Control, 2003). 
In China, SARS claimed 348 lives, with 5,327 probable cases reported
during this period (Cui et al., 2003). It was estimated that China’s tourist
industry lost more than US$2 billion during the SARS crisis (Xinhua 
News, 2003) ‘SARS inflicted nearly 2 billion dollars loss on Beijing tourism
industry’.

SARS was a shocking wake-up call to the Chinese government as well as
the world at large about the vulnerability of the Chinese population to the
new wave of intractable infectious agents whose transmission was spear-
headed by the free flow of migration and globalization. When SARS first
appeared in South China, it was mis-identified as a typical influenza. Even
when the symptoms and toll of casualties in China began to cause alarm
among global health agencies, the seriousness of the disease was played
down, and related information suppressed. This initial lack of action
proved to be costly for the Chinese government.

The other example is avian influenza. Since the autumn of 2005, avian
influenza has posed a serious threat not only to China but also to the rest
of the world, and this threat is increasing every day. China was able to
control the avian influenza outbreaks successfully in sixteen provinces
between 27 January to 16 March 2004. But in 2005 there were newly
reported cases of mortality caused by H5N1, the virus causing avian
influenza in central, eastern, north-eastern, and western regions, such as
Hubei, Shinjiang and Qinghai provinces. The World Health Organization
warned China on 17, November 2005 that the country should be prepared
for outbreaks of this influenza in all regions. China is vulnerable to this epi-
demic because: (i) China has the largest poultry industry in the world, with
14 billion chickens, ducks and geese; (ii) as in Vietnam and Thailand,
which also experienced a high incidence of avian influenza, half of the
poultry farmers in China, mainly in the villages, are free-range farmers.
Poultry provides an important supplementary income as well as an impor-
tance source of nutrition for villagers. However, the intense contact
between poultry and human beings in these settings provides the most
direct channel of transmission for avian influenza (World Journal, 2005)
‘WHO should be alarmed by the increasing incidence of bird flu, and Avian
flu spread by birds and humans’.

Another example is porcine influenza. During the summer of 2005,
porcine influenza was detected in the nine cities of the Western Provinces,
such as Sichuan, causing 174 cases, with 34 deaths (World Journal, 2005,
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‘The quarantined areas in Sichuan saw an emergency delivery of vaccines’
and ‘Spread of porcine flu in Shih Shuan Province’).

Tuberculosis. Tuberculosis remains the most serious respiratory health prob-
lem in China. The number of TB cases increased dramatically in the 1980s. 
A 1990 survey found that six in every 1,000 people in China had some form
of the disease. Only half of those infected by TB who started treatment were
cured, and the cost of long-term treatment hampered efforts to reduce the
disease’s prevalence and spread. TB prevention and control efforts, aided 
by WHO and the World Bank have helped to stem the resurgence of TB in
some provinces, and have provided a successful model for combating other
infectious diseases. Their programme involved diagnosing and treating cases
at the village level with affordable drugs. The subsidized treatment and con-
certed effort has helped to bring TB under control in provinces served by 
the programme, but the disease is still widespread in many areas in China.
The intractability of TB in underserved areas highlights deficits in China’s
public health capacity. The outbreaks of SARS, HIV/AIDS and various types of
hepatitis have also further aggravated this picture.

Respiratory cancer caused by malignant tumours due to a variety of factors
is also a serious issue. According to a survey of some 170 medical facilities
in Beijing, malignant tumours are the major cause of mortality of the
Chinese population in Beijing, with an incidence of 179 in 100,000 per-
sons. Lung cancer took most lives, followed by cancers of the colon, liver,
stomach and breast (Sina News, 2004, ‘20,000 have malignant tumours
every year in Beijing’).

Malignant tumours and cancer. As mentioned earlier, the prevalence of
malignant tumours and cancer such as liver cancer is increasing both
among urban and rural residents.

Sexually transmitted diseases (STDs). According to China’s CDC (China
Centre of Disease Control and Prevention), reported cases of STDs increased
from 5,800 in 1985 to 750,000 in 2003, around 120 times higher, but it was
believed that the total number of cases could be more than 7 million. Since
90 per cent of those infected went to private clinics for treatment, the
actual statistics remain unknown, as these clinics do not normally report to
China’s CDC. People’s ignorance of their disease status has also increased
spousal or vertical transmission to foetuses (World Journal, 2005, ‘STDs
cases increase by 100 times in 18 years’). It was also noted that only a tenth
of those encountering sexual problems sought clinical help. Most people
first sought information from the internet, followed by books and only
later from health professionals. The information obtained from their
researches was often inaccurate and medicine ordered from the internet
was often counterfeit. A source of concern is that the prevalence of STDs is
directly related to the HIV infection. Controlling STDs should be at the top
of China’s public health agenda (World Journal, 2005, ‘Only 10 per cent
sought help from a doctor for sexual health’).
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Among all the STDs HIV/AIDS epidemic in China has caused the most
concern because of the grave public health and social consequences it can
inflict on Chinese society. Globally, HIV has infected a total of 40 million,
with 5 million new cases in 2005 alone (UNAIDS report, 2005). In China,
the total number of cases of HIV infection reported by September 2005 was
135,630, which included 31,143 AIDS cases and 7,773 deaths. However, it
is believed that the actual numbers are much higher. In 2003, it was esti-
mated that the number had reached 1 million cases, with only 5 per cent of
cases detected (Sina News, 2003, ‘HIV infected are 1 million and 95 per cent
not detected’). It has been estimated that HIV transmission has increased
by 30 per cent per year in China, and that by 2010 the number of people
infected may reach 10 million (Sina News, 2003, ‘Thirty per cent of HIV
transmission in China’).

The major causes of HIV transmission in China are drug use, blood trans-
fusions and sexual contact, of which IV injections account for 40.8 per
cent; blood transfusions accounted for 23 per cent; sexual contact 9 per
cent; and other routes, most probably via sexual contact, were 27.2 per
cent. The overall infection rate in China was low compared to other coun-
tries, but the prevalence and incidence rate was much higher among high-
risk populations and in certain geographical regions. HIV transmission
among commercial sex workers increased from 0.02 per cent in 1996 to
0.93 per cent in 2004. The rate for pregnant women in high-risk regions
increased from 0 per cent in 1996 to 0.26 per cent in 2004. Vice-Minister
Wang of the Ministry of Public Health admitted that under-reporting was a
serious issue in some regions. It was estimated that the actual cases might
have been more than 840,000 by 2004. Besides under-reporting, other
problems are: (i) areas of HIV surveillance are limited, and usually excluded
high-risk populations (homosexuals, drug users, and commercial sex
workers); (ii) a fear of stigma and discrimination means that most high-risk
populations do not want to be tested; and (iii) surveillance is difficult in
floating populations, entertainment workers (including escorts in karaoke
bars), students, military recruits and newlyweds. An estimate showed that
there were 8,644 AIDS-affected orphans, including 4,730 school-age
children, among whom 4,385 have received free education, close to the
national enrolment rate of 98.93 per cent (Sina News, 2005, ‘HIV/AIDS
close to 135,000 cases, with 7773 mortality’). It is also worth noting that
new cases of transmission among women have also increased.

Unlike in other countries, homosexual sex accounted for only 5–10 per
cent of total HIV/AIDS cases in China (Sina News, 2005, ‘Homosexual males
rank the second high-risk populations in HIV transmission’). Sales of blood,
a major source of income for villages in the early 1990s, became a major
contributor to HIV transmission. Illegal blood stations made large profits as
illegal agents brokered blood sales between the villagers and hospitals.
Blood sellers were paid US$22.5 for 400 ml of blood. Most of the blood
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stations were not legal or sub-standard. For example, a speech by the
Deputy Governor of Hebei Province on 8 April 1995, pointed out that out
of twenty-two blood stations in Hebei Province, only one was legal, and
out of 132 blood banks, only one was approved by provincial authorities
(Sina News, 2005, ‘The truth about HIV/AIDS in Shing Tai City of Hebei
Province’).

In the context of HIV increase in China and the taboo of sex related dis-
cussion, sex education is still very much needed. The contradictory results
showed a gap between increasing prevalence of STDs and self-reported pre-
ventive efforts. In a survey of Chinese sexuality, sex education started at 15
years of age, compared to 13.2 years of age in the rest of the world; 34 per
cent of Chinese do not use any protection, compared to 57 per cent in the
rest of the world; 18 per cent of Chinese admitted to having had STD infec-
tions, compared to 13 per cent in the rest of the world; 17 per cent of
Chinese have had one-night stands, compared to 44 per cent in the rest of
the world; and 15 per cent of Chinese have had extramarital affairs, com-
pared to 22 per cent of populations in other countries (Sina News, 2005,
‘Global sex behaviour report’).

What is disconcerting is that, among the Chinese surveyed, 34 per cent
of males and 33.56 per cent of females did not use any protection with sex
partners whose sexual history was unknown. Among individuals in the
16–55 age bracket, about 32–33 per cent of those surveyed do not use any
protection. The Chinese survey respondents expressed a serious concern for
HIV/AIDS, gonorrhea and herpes (ibid.). More educational effort is appar-
ently needed in this area.

Overall, the challenges facing China in containing HIV are numerous,
such as a weak and incomplete national HIV testing and surveillance
system; a dysfunctional public health system, particularly in rural areas; 
a lack of qualified human and physical infrastructure; the need for more
HIV education and prevention efforts; the need for a comprehensive 
post-testing follow-up programme; the lack of any co-ordinated effort on
horizontal and vertical levels; and the need for government support for
vulnerable groups in the population.

Life-style issues and chronic disease. Life-style-related issues are a major
threat to Chinese health. It is believed that more than 40 million Chinese
are overweight (Sina News, 2006, ‘Forty million people are overweight, a
large market for Hong Kong businesses’). In a study of the weight, blood
pressure, cholesterol and fat composition of 190,000 people aged 35 to 74
in twenty cities and townships, about 10 per cent of Chinese residents were
above the normal weight; 18 million were extreme cases of obesity; and 
64 million suffered from cardiovascular disease caused by poor nutrition or
a lack of exercise. Most of those who were overweight were women in
urban areas in the Northern China. Based on this study, it was projected
that more than 170 million Chinese are overweight (World Journal, 2005,

152 Hospital Reform and Health Service Provision



‘Physical checkups show that 18 million are excessively overweight’).
Chronic diseases caused by life-style-related issues are particularly serious
among urban dwellers. Obesity is a serious health threat. Urban dwellers
now exhibit the ‘three highs’ phenomenon: high blood pressure, high
cholesterol and high glucose. This is particularly pronounced among the
highly paid and those with high academic credentials. According to a
report released by China’s Ministry of Health, more than 160 million
Chinese suffer hypertension; more than 20 million are inflicted with dia-
betes; and more than 160 million suffer from cholesterol issues. Cardio-
vascular disease is a health problem that kills 2.6 million people in China
annually – a figure that is predicted to rise significantly by 2020 (see
Chinese Ministry of Health, 2006).

Chronic diseases increase with increasing GDP per capita of more than
US$800. According to a study undertaken in 2002, about 18.8 per cent of
adults aged 18 or above were suffering from hypertension, a 31 per cent
increase over a decade ago. An excessive intake of saturated acids is a major
health threat for city dwellers. For example, the major sources of energy for
Chinese urban residents are from dairy and meat products – some 35 per
cent of their overall diet, and much higher than the WHO-recommended
25 per cent (World Journal, 2005, ‘Gourmet diet makes Chinese city
dwellers lose nutritional balance’).

A report released by a physical examination centre in Beijing also showed
the seriousness of the fitness problem in urban centres. About 70 per cent
of 2,160 married males examined, 59.7 per cent of the examinees reported
a lack of regular physical exercise and being overweight. This is the most
important predictor of major illness, followed by hypertension, (suffered by
about 34.4 per cent of those examined); cirrhosis of the liver serosis (32 per
cent of those examined); and osteoporosis or bone loss. Among these
examined, 67.5 per cent reported abnormal social relationships and 41 per
cent suffered from chronic anxiety and depression, with major symptoms
of headaches, back pain, fatigue and memory loss (World Journal, 2005,
‘Sixty per cent of married males reported overweight’).

Obesity is also problematic among children. According to a 2006 survey,
about 17.6 per cent of teenagers aged under 18 were overweight and,
among them, 5.6 per cent were obese. In large cities, about 16.7 per cent of
boys and 9.6 per cent of girls were found to be overweight (see Sina News,
2006, ‘Health survey shows poor nutritional status for Chinese children’).

Nutrition is a complex health issue and imbalanced nutrition is a major
factor in poor health at the time of writing. According to ‘A 2006 survey on
the Nutrition and Health Conditions of Chinese Residents’, anaemia,
malnutrition and obesity are three major nutritional issues facing Chinese
children. For the better-off, the issue is excessive intake of proteins, fats and
calories, while for the poor, it is a lack of an adequate and balanced 
diet. A study has shown that, for children aged 7–12, the incidence of
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malnutrition was 20.6 per cent in large cities and 26.4 per cent in medium-
sized and small cities (Sina News, 2006, ‘Health survey shows poor nutri-
tional status for Chinese children’). A lack of basic micronutrients,
especially iron and vitamin A, is a major issue in malnutrition, and Chinese
children’s calcium intake is estimated to be only a third of the internation-
ally recognized standard. By March 2006, the calcium intake by Chinese
girls aged 11–13 was 312 mg; and 338 mg by boys. Both are below the rec-
ommended amount of 1,000 mg. It was estimated that about 12.3 per cent
of boys aged 7–17 in the cities and about 15.9 per cent of girls suffered
from anaemia caused by iron deficiency. The rate of anaemia was estimated
to be even higher in villages (ibid.). According to one estimate, anaemia
affects 15–20 per cent of the whole population of China – about
200 million people, and mainly affects women and children (Ohayo
Network, 2006, ‘200 million Chinese suffer from iron deficiency’). Diabetes,
especially among children, has also seen an increase in China. It has been
estimated that 5 per cent of Chinese diabetics are children (Ohayo Network,
2005, ‘5 per cent of Beijing’s diabetics are children’).

An increase in smoking also reflects changing lifestyles in China. It is a
serious health problem China under the WTO framework has become the
largest market for tobacco, with the Chinese tobacco market increasing 
to US$58 billion in 2004. According to a Chinese official estimate, about
180 billion cigarettes were sold to 320 million smokers in China. More
than 50 per cent of smokers started smoking before they were 18 years old.
Other smoking-related statistics were also alarming: 8 per cent of smokers
started smoking by 10 years of age; 12 per cent start between 11 and 14; 
34 per cent 15 and 18; 39 per cent between 19 and 25; 7 per cent after 
26 (see Sina News, 2006, ‘Most smokers start smoking by 18; monitoring
mechanisms are not complete’; see also World Journal, 2005, ‘Japanese
tobacco maker is looking to the Chinese market’). The reduction of ciga-
rette smoking in major industrialized countries, especially in Japan and the
USA, has made tobacco producers look to the Chinese market as their
major outlet. For example, the Japan Tobacco Company has been urging
the Chinese government to open up the tobacco market more quickly. In
general, tobacco smoking poses a serious threat to population health and in
China at the current time, about 12 per cent of mortality is related to
smoking. In a study of 500,000 residents in ten regions, it was estimated
that about 50 per cent of smokers had died as a result of smoking-related
disease. More than 80 per cent of Chinese males smoke, and it has been
predicted that, by 2010, there will be a million Chinese dying from
smoking-related problems; 2 million by 2025; 3 million by 2050; and 
6 million or more after 2050, most of the victims being males (Sina News,
2005, ‘12 per cent of Chinese male mortality is related to smoking’).

Rapid industrial development is contributing to environmental pollution
in China, and this in turn affects population health. The most serious envi-
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ronmental issue facing China at the time of writing is water management.
It was noted that the four major river systems in China are all highly pol-
luted. The Long River, the largest river system in China, absorbed more
than 16.4 billion cubic metres of polluted water each year; and the Yellow
River, the second-largest river system, more than 4.4 billion cubic metres
(Sina News, 2005, ‘High cancer rate village’). The Minister of Water
Resources, Wang Shu-tsen, has started that water shortages, floods, pollu-
tion and loss of water resources are major environmental threats to China.
On average, the Chinese population has at its disposal 2,200 cubic metres
per capita – about a quarter of the global standard, and each year there is a
water shortage of 40 billion cubic metres. The management of its water
resources is a major challenge to China during this social and economic
transition (Sina News, 2006, ‘Four major challenges in water resources and
development’).

A recent report has found that the drinking water for 700 million
Chinese was polluted. Three-quarters of the lakes were polluted and it was
estimated that about 80 per cent of the 60 billion tonnes of waste water
poured into the major rivers had not been processed. In 2004, in the Long
River alone, most of the waste water was dumped into the water system
without filtering (Epoch Times, 2006, ‘Environmental pollution is serious
and 700 million Chinese are drinking dirty water’).

Water shortage is often further aggravated by pollution. Among some
600 Chinese cities surveyed, more than 400 suffered a shortage of water
supply, 110 of these suffering very high level of water shortage. These water
shortages have been aggravated by pollution, making this a major life-
threatening issue for China. Among some 660 cities surveyed, around 
400 cities suffered pollution to different degrees, with 136 suffering serious
pollution. On the whole, about 50 per cent of the cities were polluted to
different degrees. Water shortage aggravated by pollution is a real public
safety issue in China (Sina News, 2005, ‘Half of the Chinese cities suffer
underground water pollution’). Of 118 cities investigated, about 75 per cent
of 10,000 kilometres of underground water was polluted. In Beijing’s
underground water alone, about 300 of its 375 kilometres of underground
water had various degrees of pollution, and 200 kilometres had serious pol-
lution. The major factor of underground water pollution was unprocessed
polluted water passing into river beds or underground water reservoirs. The
Liao and Shonghua rivers in north-east China are among the most polluted
in the country. In Harbin City, the pollution caused by seven toxins caused
a public panic. A similar incident occurred on 14 February 2006 in the Yue
River in Sichuan Province, where heavy contamination from three chem-
icals caused a temporary shutdown of the water supply system. The most
toxic chemical in these cases was benzene. Most of the population uses
below-standard volume of underground water. In villages alone, more than
300 million are forced to use unsafe drinking water every day.
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These water shortages invoke a vicious cycle of environmental degrada-
tion. For example, in north-west China, water shortage has contributed to
the rapid disappearance of some oases. The Mingching Oasis has lost 94 per
cent of its original size, which has seriously implications for the climate of
the Northern Hemisphere. This trend has already affected other oases in
China, such as Lobu Lake in Xinjiang Province (World Journal, 2005, ‘94 per
cent of oasis has gone’).

The soil and the ocean also face major threats from pollution. Regarding
soil pollution, more than a third of China’s soil has been polluted by acid
rain. The case of black soil is also a concern. China’s area of black soil
accounts for a fifth of the total area of black soil in the world. With a depth
of 60–100 cm, China’s black soil is disappearing by some 0.7 to 1 cm annu-
ally. The black soil area is a major agricultural resource in northern and
north-east China. As far as the ocean is concerned, there are reduced
fishing activities over more than 90 per cent of the ocean floor close to
China, caused by pollution. A large number of fish have been contami-
nated with pollutants such as mercury or PCP (Pentachlorophenol) (Epoch
Times, 2006, ‘Environmental pollution is serious and is threatening the
ecosystem in China’).

Most often, both air and water are polluted by chemicals issuing from
industrial areas (Tremblay, 2005). These include PCP, pesticides, herbicides,
food additives, detergents and mercury, and chemicals in vegetables,
seafood, air, water, grains and textiles. A recent case was that of a chemical
plant explosion which severely polluted one of China’s biggest rivers and
caused a cut in water supplies to millions of people. It also caused panic
among the public in neighbouring Russia. The explosion, at a PetroChina
factory in the north-west province of Jilin, deposited a large amount of the
carcinogen benzene into the 1,897-km-long Songhua River, according to
China’s Environmental Protection Administration. Benzene levels in this
incident were 108 times above national safety levels. An emergency
summons was issued to fourteen hospitals to treat possible cases of poison-
ing. The city of Harbin needed 80,000 tons of clean water on the first day
of the disaster. The pollution also affected the Far Eastern region of Russia,
with its several million population (World Journal, 2005, ‘Shonghua resi-
dents were evacuated for fears of pollution’).

Incidents of environmental pollution on a smaller scale take place every
day. A car transporting sulphur dioxide, which exploded in Shanghai led to
the leaking of 10 tonnes of sulphur dioxide and water pollution over an
area of 1,000 square metres (Sina News, 2006, ‘Nearly ten tons of sulfite
caused serious pollution near Shanghai’). Another incident of an explosion
involving propane, caused a major alarm in the city (Sina News, 2006, ‘Very
toxic chemicals exploded in Jiangxi Province’). Another environmental and
occupational disasters are related to mining. Mine disasters have been
occurring more frequently than in the 1990s (Sina News, 2005, ‘Mine disas-
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ters exposed problems in state-owned mines’). It has been estimated that
there were thirty-three mining accidents in China between 1 January and
21 August 2005 alone, an increase of 43.5 per cent over the same period in
2004, with mortalities totalling 951, an increase of 134.2 per cent (Sina
News, 2005, ‘Three major crises in China’; see also China Social Sciences
Sinica, 2005).

Waste disposal is also a major source of environmental pollution. The
accumulation of rubbish in major urban centres has reached 600 million
tonnes and is increasing by 4.8 per cent per year. It was estimated that two-
thirds of Chinese cities are facing major problems with waste disposal. The
capacity for disposing of waste and rubbish reached 149,000,000 tonnes in
66 cities, 4.96 times greater than 1980, but is still insufficient. A study has
shown that the capacity for disposing of non-toxic waste was less than 
15 per cent of what was needed in 2002 (World Journal, 2005, ‘Two-thirds
of cities engulfed by garbage’).

Another environmental concern, resulting from globalization, is the
increase in harmful micro-organisms, plant varieties or insects that has
incurred a loss of more than US$125 million in the agro economy. There
are more than 380 harmful plant varieties, 32 insects and 23 micro-organ-
isms. Among the hundred internationally defined most harmful living
organisms, more than fifty have been found in or transported into China
and have caused major damage not only to agricultural products but also to
environmental integrity and safety (Sina News, 2006, ‘Foreign organisms
damage China’s ecosystem’).

A major consequence of environmental problems is reflected in the
threats to the health of the population, especially in the rise of the pre-
valence of cancer, which has been rising rapidly. By March 2005, China
had 20 per cent of the world’s total of new cancer cases – some 2.2 million
(Parkin et al., 2005). The emergence of ‘high cancer prevalence villages’ 
is plaguing every province of China. In one village, the cancer rate was 
1.3 per cent in 2004. In one case, more than 30 out of 100 family members
died from various kinds of cancer caused by pollution. The victims were all
in their forties (Sina News, 2005, ‘High cancer rate village’). Lead poisoning
is another controversial issue. An estimated one third of Chinese children
suffer from lead poisoning (Sina News, 2006, ‘One-third of children suffer
lead poisoning’).

Other emerging health issues also pose a challenge to China’s health
systems: (i) Mental health. At the beginning of the 2000s, China was already
seeing a rising prevalence of mental health problems, especially depression,
neurosis, alcoholism, drug dependence and senile dementia. This can be
attributed to physiological, genetic, social and occupational factors, such as
rapid social and economic development and related population dislocation,
increasing urbanization and ageing of the population, intensified competi-
tion, and a rising unemployment rate. The prevalence has increased from
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0.54 per cent in the 1970s to 1.347 per cent in 2001 (People’s Daily, 2001,
‘16 million Chinese suffer from mental illness’). In 2001 it was estimated
that, compared with the 400 million cases across the world in 2001, more
than 16 million Chinese suffered mental illness. Mental illness has been
increasing by more than 100,000 cases per year in China. Some 16–20 per
cent of college students had suffered various psychological problems, and it
was predicted that mental illness would be a major health problem over the
next two decades in China, higher than the prevalence of heart disease, res-
piratory diseases and cancer. The capacity for treating mental illness was
inadequate by international standard, but is improving. In 2001, there were
575 hospitals, 110,000 beds, 77,000 doctors and 13,000 specialists. This was
43 times below the level and capacity in the USA. China, at the beginning
of 2000s, had 2.4 psychologists per million population, while in the USA,
there were 550 per million population. However, the Chinese government’s
efforts at improving capacity has gradually paid off and clinical visits for
treating psychological problems have increased. With more attention being
paid to this aspect of health care, and investment from both private and
public sectors, the capacity is likely to increase to meet the demand for
treatment (China Daily, 2001, ‘Psychological health stressed’; see also
People’s Daily, 2000, ‘Mental health problems on rise’). (ii) Occupational
health issues. Although the 2001 law on occupational health clearly stipu-
lated the protection of workers’ health, its implementation is still inade-
quate. It was noted that this regulation has been ignored by managers in
small factories or private companies (Xinhua News, 2001, ‘New law to
protect workers’ health’). For example, all enterprises must participate in
social insurance for pensions, unemployment, health care, work-related
injuries and maternal leave, according to state regulations. They are man-
dated to pay the full amount of social insurance premiums to social insur-
ance agencies and are also required to participate in making payments for
pension premiums. The trade union may participate in establishing a col-
lective contract with the enterprise for such matters as work remuneration,
work hours, holidays, workplace safety and hygiene, and insurance and
welfare. Yet in actuality, a large number of enterprises have never complied
with the law. (iii) Violence. Violence in different forms has been on the rise
in China, such as villagers confronting local officials, crime, violence
against women, and violence against children. It was estimated that two-
thirds of Chinese children were victims of domestic violence in 2004.
About 71.38 per cent of children reported corporal punishment by their
parents before reaching the age of 12 (Central Daily News, 2004, ‘An inter-
net survey shows that two-thirds of Chinese children have suffered domes-
tic violence’). (iv) Treatable but neglected diseases. There are a large number
of treatable diseases that receive inadequate support from the public health
sector, for example, eye diseases such as blindness and glaucoma.
Glaucoma is a most relevant case in point. It was estimated that about
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30–40 million individuals need glaucoma surgery but only an eighth –
400,000–500,000 can afford it. Of 2,700 townships, 40 per cent do not have
eye specialists, (World Journal, 2004, ‘Five specialties in one doctor in
China’).

Health provision and trends in health care costs

Health provision in China is undergoing many changes and facing many
challenges. According to one estimate, there are about 65,000 health
providers in China, but distribution of public and private health services in
the urban and rural populations is uneven.

Before the reforms, the division of labour in health provision was clear
between small health clinics and hospitals, with health clinics shouldering
the bulk of responsibility for health promotion and disease prevention.
Since the 1980s reforms, most health care provision has been concentrated
in the hospitals, and the management and operation of these has also
undergone rapid changes. There are two kinds of hospital in China: non-
profit/public and private/for-profit. Public hospitals are usually govern-
ment-owned. It has been estimated that, by 2005, China had more than
16,000 hospitals, 90 per cent of which are categorized as being public. It
was also estimated that more than 80 per cent of Chinese medical resources
were concentrated in urban areas, with less than 20 per cent in rural areas
(Wikipedia, 2005).

Government-controlled/public hospitals received their guidance from the
healthcare department of a province, city or county. In comparison, private
hospitals and publicly trading hospitals are operated as private enterprises.
Similar to the situation in the USA, profit-orientated hospitals are allowed
to retain their profits, but non-profit hospitals are required to reinvest their
earnings into the infrastructure or to pass them to affiliated government
agencies. As a rule, non-profit hospitals are given special tax incentives and
government subsidies, plus low-cost financing from public authorities for
their capital investment. After WTO membership, the entry of large
investors has led to an increase in large hospitals, but a decrease in small-
scale hospitals. The entry of JV (joint-venture) hospitals has also imposed
tremendous pressure on the non-profit hospitals (Wikipedia, 2005; see also
Wang and Chen, 2005).

Health professionals

Nurses must be qualified, but support staff are low-skilled workers with very
low pay. Nursing education offers a range of programmes. It usually takes
about four years to complete after a middle school education and three
years for senior high school graduates. Starting from the 1980s, some uni-
versities also offer a bachelor’s degree in nursing. Some medical schools,
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such as that at Beijing University, offer five-year programmes. Most hospi-
tals are staffed with full-time licensed nurses and staff, but more hospitals,
especially private ones, are hiring part-time support staff to reduce costs.
The Chinese government has intensified the quality control of health care
professionals, primarily in large cities. For example, the City of Beijing has
recently established a regulatory framework on training and hiring of
qualified hospital support workers (Zhang, 2006).

In the training and education of doctors, the Chinese medical education
system follows the British model. In total, there are more than 130 medical
schools, about 120 of which are recognized by the USA. Most of these are
located in large cities, such as Beijing, Shanghai, Tianjin and Chongqing,
and in other large cities in the provinces or in secondary cities. The most
highly rated are: Peking (Beijing) Union Medical College; Beijing Univer-
sity Medical School; the Fudan University Medical School in Shanghai;
Zhongshan University Medical School, Guangzhou; and Sichuan University
Medical School, Chengdu (Wikipedia, 2005).

Medical education takes about five years after passing a competitive
examination after high school. Some medical education programmes take
fewer than three years to complete but these are not regarded as highly as
those from schools with five-year programmes. Most hospitals hire gradu-
ates from five-year programmes. A medical school graduate begins as an
assistant doctor; after three years’ practice, the graduate will have to pass a
certification test, equivalent to the US board exam, to become a fully
licensed doctor. Exceptions are made for physicians with a master’s degree
in medicine. Having had seven years of training in total, the candidate
with a master’s degree can shorten the cycle by taking the certification test
after one year practising medicine. Residency is not practised uniformly. In
fact, it did not start until 2003, when the Huaxi Hospital of Sichuan
University established a residency requirement for new medical school
graduates. Similar to the US model, on this programme students have to
complete their medical education first, which is followed by the residency,
during which students must pass the certification test (Zhang, 2006; see
also Wikipedia, 2005; Wang and Chen, 2005).

Most of the medical students were trained as generalists, despite the 
fact there are specialist hospitals and clinics, such as those for treating
hepatitis, cancers, infertility, dental diseases, dermatitis, nephritis and
diabetes. Students focus on a speciality after their training has been
rotated through several different departments. Yet it is worth noting that
there is no system for developing speciality physicians in China. In
addition, all Chinese medical students have to study traditional Chinese
medicine. This provides market niches for joint-venture hospitals when
they enter China’s health provision market. The classification of special-
ities at a Chinese hospital is similar to that at a US hospital (Wikipedia,
2005).
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After graduation, most candidates work for public hospitals, but they are
encouraged to have their own private practices or also to work in private
practice. Practitioners of traditional Chinese medicine usually graduate
from specialized programmes in colleges or universities, but many of them
also follow an apprenticeship system, where they learn their trade from
their parents based on skills and ancient formulas handed down from their
ancestors (ibid.).

There are wide variations in salary levels among doctors. Salaries for
doctors at public hospitals can be as low as US$120 per month but for
those at the better-known hospitals, they are several times higher. Hospitals
are ranked 1–3, (3 being the highest rank) with a sub-classification system
A–C, (A indicating the highest rank). As such, the elite hospitals are ranked
as 3A+, and those who work at the highest-ranked hospitals are paid the
most. Generally, though, their incomes derive from multiple sources and
the base salary is not a clear indicator of their total income. Most doctors
have a ‘grey income’, and can increase their salaries by working at other
hospitals or owning private clinics. However, ‘grey income’ is controversial
because it also contributes to rising health costs. In the face of increasing
health needs in China, the need for medical professionals is also rising
(Zhang, 2006).

Health care financing

China’s overall health expenditure, including both public and private
sources, increased from 3.86 per cent in 1995 to 5.33 per cent of China’s
GDP in 2001. Facing rising population pressure, this figure is likely to
increase at a higher rate in the years to come. In addition, at the time of
writing, Chinese health care consumption totals more than US$500 billion
every year, about 4 per cent of the country’s GDP. This figure is likely to to
grow to US$2,000 billion by 2010. Health expenditure per capita in China
is US$36 (Wang and Chen, 2005; Sina News, 2004, ‘The government
should improve the public health system. Delegates made three sugges-
tions’).

Among the population as a whole, overall out-of-pocket health spending
increased from 23 per cent to 60.6 per cent between 1980 and 2001 (ibid.).
In another estimate, according to the Third National Health Survey in
2005, in the context of a lack of health insurance for the majority of
Chinese people, they spent an average of US$13.5 on every visit they made
to a doctor, a 57.5 per cent increase since 1998; in-patient one-off treat-
ment has reached US$500, an increase of 76.1 per cent since 1998 (Sina
News, 2005, Vice-chair of People’s Congress reveals that the Ministry of
Health will not allow an increase in pharmaceutical prices’).

The conceptual, legal and regulatory framework of financing and invest-
ing in health provision has undergone many changes since the 1950s. The
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government financed the total operation of all hospitals before the 1980s.
After the economic reforms, reduced public sponsorship in the 1980s 
and 1990s has now been replaced by more forceful intervention from the
government to improve public health, with increasing partnerships with
the private sector and intergovernmental agencies and foreign govern-
ments.

The regulatory framework for health provision is based on: (i) the direc-
tive from Chairman Mao in the 1950s to improve China’s public health
infrastructure; (ii) the policy on health reform in 1985 that allowed the
entry of private providers to health care. The health reform in 1985 was
designed to resolve the so-called ‘three difficulties’: difficulty in seeing a
doctor; difficulty in getting access to surgery; and difficulty in obtaining 
in-patient care. The 1985 reform opened up the participation of the private
sector in financing health care after forty-five years of being financed by
the public sector. The private sector was encouraged to invest in the build-
ing of new hospitals, improving existing hospitals by adding beds, purchas-
ing equipment and providing surgical facilities. In 1998, another reform
targeted health insurance, access to pharmaceuticals, and health care pro-
vision; (iii) WTO regulations allowed foreign ownership of hospitals and
the entry of foreign investment in health-care-related services and products
after 2003.

In the 1980s and 1990s, the public hospitals operated in both non-profit
and for-profit modes. In general, they relied on government funding to
finance such expenditure as staff salaries and capital costs – for example,
buildings and capital equipment. The government determined the charges
for health services without taking into account the cost of financing. In
general, health services, such as diagnostic and other non-pharmaceutical
categories, were below cost while the pharmaceutical charges were much
higher than the cost. As mentioned in Chapter 3, the Chinese government
has established a complete essential medicine list and reimbursement
system. Hospitals are reimbursed by the government on a fee-for-service
basis and therefore cannot make a profit from the reimbursement system.
As discussed earlier, most hospitals now rely on pharmaceutical sales to
provide additional profits to cover the inadequate government finance
(Wikipedia, 2005; see also Wang and Chen, 2005).

The year 2000 hospital reform

In the year 2000, the Chinese government announced a major reform of
the hospital system. The Ministries of Health and Foreign Trade and
Economic Co-operation participated jointly in the regulatory framework.
The two ministries will examine the qualifications of all JV hospitals estab-
lished without the permission of these two ministries, and multinationals
have to obtain approval from these two ministries before they build JV
hospitals. Those hospitals that are 100 per cent foreign-owned would not
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be allowed to operate. Prior to China’s opening up to to WTO, the JV hos-
pitals should follow internationally established standards regarding equip-
ment, technology and management, and would only be allowed to
provide services that local hospitals could not provide. The initial invest-
ment of all JVs should be at least US$2.4 million, with a no more than
70 per cent foreign share, over a term of twenty years, but there were
special incentives and exceptions for hospitals in inland China (central
and western regions), and remote and poor areas. Investors from Chinese
regions, including Hong Kong, Macao and Taiwan, had to follow the same
rules.

Health costs

As mentioned earlier, the Chinese insurance system has undergone rapid
changes. Most Chinese, about 45 per cent of the urban population and
80–90 per cent of the rural population do not have any form of insurance
(in another estimate, the overall uninsured rate was 70–90 per cent). The
health insurance scheme developed under Chairman Mao for the whole
population in the 1950s has been completely dismantled. In different
regions, new modes of health insurance are being experimented with con-
stantly. Between 1980 and 1994, the state-owned enterprise (SOE) and col-
lective insurance covered about 140 million workers, plus 60 million family
members were also covered. In 1994, a major health insurance reform was
initiated by the State Council. In December 1998, a National Medical
Insurance Scheme was launched by the State Council and managed by the
Social Insurance Fund Administration Centre, a department of the Ministry
of Labour and Social Security. By the end of 2002, this had covered about
100 million of the population in most of the country’s enterprises as well
as government employees in both cities and counties. This plan covers up
to 70 per cent of medical expenses and replaces other forms of govern-
ment-sponsored insurance scheme, such as GIP and LIP. In addition, multi-
national enterprises are obliged to provide health insurance but do not
have to participate via this programme, or they can choose to participate
through a broker or third party. WTO membership also allows the entry of
multinationals to commercial health insurance. The entry of high-end
commercial medical insurance offered by Chinese and Western companies,
such as China Life Insurance, Ping An Insurance, AIG and other big insur-
ance companies is of benefit mainly to high-income individuals (Wang and
Chen, 2005).

In general, the basic medical insurance programme covers only basic
medical treatment and is limited in relation to chronic illnesses or very
expensive health care items, and does not cover most of the rural and/or
excluded populations. The premium is shared by employers and employees
for both individual and aggregate accounts. The individual accounts pay
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for out-patient services and a limited amount of in-patient services. Certain
approved medications are eligible for reimbursement, and patients are 
free to choose which institutions they use. The existing framework of
health insurance is not perfect but has improved rapidly since the 1980s;
however, it is still not a flexible system that adjust to the needs of different
segments of the population. At the time of writing, health care costs are
paid from several sources: government-sponsored insurance, employer-
sponsored insurance, and most commonly, individual out-of-pocket 
payments.

Regulatory mechanisms of health provision and quality control

China has a framework for addressing malpractice through its 1987 ‘Regu-
lations on Medical Incidents’ and the ‘Amendments to the Regulations 
of Medical Incidents’, published on 4 April 2002 and implemented on 
1 September 2002. With the rapidly changing medical environment at
present, the latter needs further amendment to meet the rising needs of
both health care practitioners and patients. At the time of writing, patients
can choose private arbitration procedures or engage in civil procedures to
seek compensation.

Despite these provisions, the need for an improved legal and regulatory
framework for health provision in China has never been more urgent, to
improve not only the quality of care but also efficiency, health outcomes,
and most important, global competitiveness.

On patients’ rights, the major issues are: (i) a lack of guidelines on griev-
ance and legal procedures for victims complaining about malpractice; 
(ii) a lack of a dispute-settlement mechanism between hospitals, patients
and health care providers before a case reaches the courts; (iii) a lack of 
an effective public arbitration regulatory framework; and (iv) a lack of 
free legal assistance for victims of malpractice. Most important, there 
is a lack of education regarding patients’ rights as a whole. In China,
medical liability suits incur major costs on the part of patients and it often
takes a long time for arbitration to generate results (Sina News, 2004, ‘There
should be a buffer between the patients and health care providers’). 
Also, there is no effective legal and regulatory system to protect patients’
rights.

Regarding protection for health care providers, there is a lack of ethical
education in doctor–patient relations and interaction. In addition, there 
is no medical liability or malpractice insurance to protect the provider 
and support compensation for victims. This issue is closely related to the
discussions of other issues, such as the establishment of a monitoring
system by the public sector and non-governmental agencies, ethical capac-
ity building and health insurance provision, which will be analysed in
Chapter 6.
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The status of health provision under the WTO: major changes and
trends

WTO membership has brought with it a high level of energetic, dynamic
and creative partnership as well as complications to China’s health provi-
sion market. The momentum for these charges have mainly been brought
about by global interest in the size, needs and long-term potential of the
Chinese market. After China’s fulfilment of its commitment to open up the
health care provision sector in 2003 to WTO members, the government has
eliminated almost all barriers for private and multinational capital to enter
the health care provision market. Most of the stakeholders in this sector are
multinationals and domestic IPO (Initial Public Offering) companies.

As with pharmaceutical supplies, the health care construction market
has shown a large market potential for all stakeholders. It was noted in
2005 that China’s investment in health care construction has been
growing by about 20 per cent annually. In 2003, China invested US$4.5 to
US$7.5 billion in building health care facilities, and this investment has
been increasing every year (Murphy and Li, 2005). Even so, China’s health
care facilities still cannot accommodate all its needs. It was estimated that,
in 2005, China’s capacity was far below the world standard, with an
average of 2.4 beds per thousand population. Given the fact that China
accounts for 22 per cent of the world’s population, it has only 2 per cent
of the world’s medical resources (ibid.). Other factors also support the
expansion of the health care construction market: (i) about 80 per cent of
existing Chinese hospitals need reconstruction work; (ii) all Chinese
Centres of Disease Control (of which there are more than 300) need to be
rebuilt; (iii) the need for health care facilities is acute across all popula-
tions and all regions, including remote inland and poor rural areas, and
for excluded populations and the elderly. It was noted that China had
built an average of 270 hospitals annually during the period 1950 and
2000, and 519 hospitals between 2000 and 2004 (ibid.). This has given the
medical equipment industry a major boost. It was noted that, by 2005,
25–35 per cent of expenditure on health care facilities was devoted to the
purchase of medical equipment. Most new hospitals need high-tech
equipment to operate, including but not limited to: diagnostic imaging
equipment; surgical and therapeutical equipment or systems; biosafety
laboratory equipment or instruments; anti-cross-contamination equip-
ment for critical care units (CCUs); intensive care centralized safety air
conditioning and filtration systems; negative air flow systems; hospital
information systems and Post Acute Systems (PACS); hospital materials
flow and handling systems; testing instruments for food and environmen-
tal safety and occupational health; and rapid test instruments for commu-
nicable diseases (ibid.). This explains the multinationals’ intense interest
in this area. For example, Sanhsing (Tri-Star), a domestic investor, has
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invested US$35 million in establishing a 500-bed hospital in the south-
eastern province of Jze-jian on 236 acres of land. The interest of the
Taiwanese capital in the health provision market has been significantly
higher than that of other stakeholders because of the saturation of health
providers in Taiwan, which makes realization of profits within the country
inefficient. Since 2001, the Wang Group, the country’s largest conglomer-
ate, has generated a plan for investing US$3.7 billion in a chain of three
hospitals with a total of 11,000 beds in China. Other Taiwanese investors,
such as Sichuan Health System and Mingshen Health System, have similar
plans to establish leading positions in the provision of regional health
care. The legal and regulatory trends under the WTO are most favourable
to mega investment in hospitals. Yet, for smaller domestic investors, there
are major challenges facing stakeholders (Wang, 2002). The fact that, by
2005, among more than 290,000 medical institutions of all kinds, only
forty-five belonged to Sino-foreign JVs shows that the overall health care
construction market was still relatively untapped by multinationals
(Murphy and Li, 2005).

The WTO has encouraged all kinds of partnerships in China. In 2004,
Beijing Aikang Medical Investment Company acquired a state-run enterprise,
a 50-bed, AAA hospital (the highest rated), the first of its kind in China.
The dominant position in Aikang Medical Investment Company is SK
Conglomerate from South Korea, one of the top 500 businesses in the world,
although its core business had previously always been in telecommunica-
tions. The SK is the largest telecommunications company in South Korea, and
it operates one of the most advanced mobile technologies in telecommunica-
tions. The SK group is also the largest energy provider, controlling 50 per cent
of Korea’s gasoline provision market. SK’s involvement in health care dates
back to 1975, when it established a pharmaceutical R&D centre in the USA.
It also controls a pharmaceuticals manufacturer in Korea. As early as 2000, SK
established a life sciences enterprise in China, and in 2002, it invested
another US$1 billion to expand this. The Aikang Chinese hospital was the
first overseas hospital among SK’s health care investments, and it took the
Chinese government two years to approve this acquisition. The Chinese
partner was an affiliate of the Ministry of Health – the International Exchange
Centre – with a 20 per cent shareholding. Another 10 per cent of the owner-
ship is a private enterprise from Fuzhou. The company plans to acquire
twenty hospitals between 2004 and 2009, and fifty by 2014. Compared to the
Wang Group from Taiwan, whose hospital investment has been delayed, the
success of SK’s acquisitions lies in it filling the void in the Chinese health pro-
vision market, such as in plastic surgery and other health services such as
fitness services, housekeeping and membership service. The other reason for
its successful entry into China is that, like other JV hospitals, Aikang does not
compete with local markets. Most JV hospitals target very affluent sections of
the Chinese population – whose percentage is small, but volume is large by
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international standards. Aikang’s strategy is to target a small, focused market
with 50-bed units (compared to the unrealistic ambitious of the Wang
Group’s plans to build 6,400-bed hospitals with, 20,000 visits per year), The
Wang Group’s plan has posed a serious threat to local stakeholders because it
aims to penetrate the local markets on which local stakeholders have had a
strong hold for many years. Similar trends of privatization have also occurred
in regional hospitals. In Fuzhou, the capital city of Fujian Province, private
investors have also acquired four government-owned hospitals (see Lee, 2004,
p. 48; Wikipedia, 2005; see also Wang and Chen, 2005).

Several trends have increased the momentum of investing in China’s
health provision market:

The government has renewed its commitment to reinforcing health provision
through the Hospital Classification System, which mandates that the govern-
ment provides basic health care services, and that top-ranked regional and
national hospitals are designated as not-for-profit hospitals. The govern-
ment has also made major efforts to increase health insurance coverage, as
mentioned earlier. Despite the small volume of health insurance as a per-
centage of the total population (about 70–90 per cent of the population has
no health insurance and two-thirds of health payments are out-of-pocket
expenses), it increased by six times between 1999 and 2004. During the
same period, total combined health insurance premium grew at the 4 per
cent rate of reaching US$312 billion (Burrill & Co., 2005).

Increasing need for health provision. Starting from the year 2000, the
Chinese population is expected to increase by 10 million every year.
Population density, economic growth and liberalized lifestyle will increase
major health threats. In addition, the ageing members of the population
will account for at least 10 per cent of the total by 2015. This will be
further discussed in Chapter 6. Compared to the year 2000, these demo-
graphic trends are predicted to increase the need for treatment of chronic
disease by 55 per cent by 2015, especially the treatment of such chronic
diseases as cardiovascular conditions, cancer, diabetes and mental illnesses.

The potential for growth. China has 20 per cent of the global population,
but accounts for only 3 per cent of total global health expenditure (ibid.).
As mentioned earlier, China’s overall health expenditure, including public
and private sources, has increased from 3.86 per cent in 1995 to 5.33 per
cent in 2001. Chinese health care consumption now totals more than
US$500 billion every year being about 4 per cent of its GDP, compared to
more than 14 per cent in the USA, 9 per cent in Sweden, 5 per cent in the
UK and 6–8 per cent for Korea, Japan and Hong Kong. The potential for
growth is enormous and this figure is estimated to grow to US$2,000 billion
by 2010 in China, which suggests the arrival of an even larger health provi-
sion market. For now, health expenditure per capita in China is US$36,
compared to US$4,090 in the USA, US$2,339 in Germany, US$1,741 in
Japan and US$587 in Korea. It is estimated that, with the rising income
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from a booming economy, China will easily reach the level of Hong Kong
or Korea, but there are major issues to be addressed in this growth scenario.
(Wang and Chen, 2005). These will be discussed later in this chapter. It is
believed that the Chinese health provision market has become a coveted
target for global investors. The elevation of health care on the Chinese 
government’s policy agenda and its determination to increase its public
commitments has also increased the investment momentum in health
provision in China (see Wang and Chen, 2005).

The introduction of new financing mechanisms and creative partnerships. It
was noted that the government, as the only source of financing between
the 1950s and 1980, has serious limitations in improving the quality,
efficiency and coverage of health care provision. The centralized mode of
planning, financing and operating health care provision had led to some
problems, including an inflexible management style, overlaps of functions
and responsibilities, lack of competition, and a related lack of quality assur-
ance. The financing generally went into payments for personnel and staff.
The reforms of the 1980s generated diverse forms of partnerships, such as
private hospitals, JV hospitals and specialty hospitals. WTO membership
has further introduced foreign capital that is conducive to the presentation
of a wide range of products and services in health care provision. Under the
WTO, health care is categorized in the ‘services’ sector. China is committed
to opening up health care provision and dental services. Multinationals are
allowed to enter the Chinese market in the form of joint ventures, collabo-
rative health services, and clinics. Ownership by multinationals is not
allowed to exceed 70 per cent; but multinationals are allowed to be major-
ity owners in a given health care enterprise. This stipulation has given rise
to an increase of in private and joint-venture hospitals, which has forced
the government to develop a more sophisticated regulatory framework for
these new enterprises – that is, drawing a clearer distinction between not-
for-profit and for-profit businesses, although major efforts are still necessary
to clarify this distinction. For example, the Chinese government has com-
pleted a classification system for clinics and hospitals in villages and town-
ships; according to preliminary results, in 2005, the for-profit hospitals
accounted for 44.2 per cent and not-for-profit hospitals 55.8 per cent. The
investment flowing into the hospital market has helped to diversify the ser-
vices and scale of health provision. For example, Chungmeihua Hospital
was allowed to take over more than ten other hospitals and form a hospital
chain. In this picture, the public/non-profit hospitals still offer most of the
health provision, while the private or collaborative hospitals offer services
that compete or complement those of the public/non-profit hospitals,
based on market competition principles.

It is obvious that the WTO has been the major impetus behind the
enlargement of health provision market in China, through the unprece-
dented infusion of investment capital and the opening up of the Chinese
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financial market. The government has also developed creative ways of
financing in this environment. The entry of the stocks and bonds market
has provided the flexible financing mechanisms for health care provision.
In addition, the Chinese savings rate is unprecedented in the world. From
early 2002, Chinese savings have totalled more than a third of its GDP.
These funds also provide an abundant source of health care financing
(Wang and Chen, 2005). As with pharmaceuticals, health care provision is
also considered to be a promising target for investment. Its potential is
believed to be unlimited and has not yet been realized. For example in the
USA, health care services and products account for more than 30 per cent
and health care expenditure per capita was more than 14 per cent because
of rising population health needs. In comparison, Chinese health expendi-
ture is less than US$36 per person per year. With rising government invest-
ment, an increase in population income and health needs, the infusion of
private investment, and the involvement of charities, health provision has
much room to develop.

This trend was evidenced by the close interaction among investors and
health care providers over several events. For example, in June 2000, there
was the first alliance between three top-ranked hospitals – Tung-ren, 
An-tsen and Dze-suei-tan. By 2005, there were four major alliance hospi-
tals. The largest merger was between the top-ranked Hsieh-heh Union
Hospital and Telecom hospitals the total value of which was more than
US$800 million. The enthusiasm for integration was further evidenced by
the 2002 China Hospitals Investment Exposition, and various forms of ver-
tical and horizontal integration. The participation of Taiwan’s Wang
Group, Harvard University and Hong Kong’s top businessman Jia Tsen Lee
in the market of health care provision has further sustained the momen-
tum of takeovers, mergers, restructuring and partnership formation. It is
believed that the concentration of investment capital is also likely to
promote efficiency/cost-effectiveness, quality of care, and the diversifica-
tion of services in health care provision. Many hope that this trend will
lead to a more efficient allocation of health care resources and an improve-
ment in health provision that satisfies populations of different demo-
graphic strata.

In this competitive environment, the opportunities for multinationals
and domestic health care providers are unlimited, but the stakes are also
very high. For multinationals, including those from Hong Kong, Taiwan
and other Asian regions, the opportunities lie in: health care construction
markets (including hospitals, CDCs and clinics); speciality/high technology
hospitals; chain hospitals or clinics; integrated hospitals for biomedicine
and traditional chinese medicine; hospital management; hospital data and
informatics management; health professionals training and brokering;
infrastructure building, such as of hospital equipment and facilities; and
hospital waste disposal).
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For domestic stakeholders, the government will continue to play a strong
role in regulating the health care provision among not-for-profit hospitals,
which are in fact operated in a for-profit mode. They can still gain if they
can improve their management and financing issues through creative and
effective partnership in several areas: discount hospitals and clinics;
medical record management; medical supplies; outsourcing of Chinese
health care professionals; the Chinese medical and health care education
market; health prevention and promotion services, and health literacy;
health provision services for rural populations; low-tech hospital equip-
ment; low-tech hospital cleaning services; derivative patient services, such
as care of the elderly, postnatal care, and nursing homes; health test ser-
vices; and discounted drugs through collaboration with pharmaceutical
partners.

The use of creative partnerships and diversifying health care products
will be crucial for both domestic and multinational stakeholders. The
example of Tuonen Enterprise is instructive. Tuonen specializes in an
expensive cancer treatment device valued at more than US$10 million.
Hospitals often cannot afford this device. The creative strategy Tuonen sug-
gested is that, rather than selling the device, it will be rented out and the
company will sell the services needed to operate the equipment. In addi-
tion, the company provides certified physical therapists and its own health
care teams to the hospitals. It also has plans to establish a global health
care network that allows patients to receive health care services anywhere
in the world. In a creative way, Tuonen has become a highly flexible and
diversified health care provider (Wang, 2002).

Major issues facing stakeholders in the WTO framework

Some challenges remain for health care provision stakeholders:
Issues of classification, ownership and management between not-for-profit and

for-profit hospitals. Lack of regulatory control over classification and related
responsibilities inhibits the normal operation of market mechanisms.
Overall investment is still not sufficient. The public sector subsidy mecha-
nism is not efficient, and misallocated; for example, not-for-profit hospi-
tals are given enormous tax incentives while for-profit hospitals have to
deal with operational risks, management, revenues and changing health
care and insurance policies. Not-for-profit hospitals are operating like for-
profit hospitals in terms of charges for their services, yet they follow the
bureaucratic mode in service provision, capital management, and moni-
toring and quality control, because they lack profit incentives. They now
need a clear legal and regulatory framework of: (i) accountability and
transparency; (ii) ownership reform and the introduction of private part-
nership; (iii) the separation of health care management and financial man-
agement between different state agencies; and (iv) the separation of
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ownership and hospital management. This can follow the example of US
business. For example, in the USA, the board of trustees is often separate
from the executive management team of the enterprise.

Uncertainties in profit incentives for-profit hospitals. It takes one to five years
to obtain a return on a for-profit hospital, and most of the domestic for-
profit hospitals are still on too small a scale to generate fast returns. Most
important, many of the for-profit hospitals lack clear direction or
identification of their niche markets. The utilization rate is low because
most of the population cannot afford to use them: according to one esti-
mate, on average, county-level hospitals have more than 16,000 beds in the
whole country but the utilization rate is less than 60 per cent. They face
competitive pressure from the public hospitals over fees and payments,
therefore, their health care charges have to be lower or comparable with
those of the public hospitals. They have limited funding and operating
budgets, and the staff have to perform multiple tasks, which tends to
reduce the quality of care. Without the support of tax incentives, they have
had to rely on the sale of prescriptions, expensive tests, and recommending
unnecessary health tests and services for revenues. Alternatively, they had
to opt for ‘rare diseases’ niche markets. The services they offered were often
exaggerated, which further discounted their credibility. If the government
moves forward with its plan to separate medical consultation from drug
dispensing services, the potential earnings for the for-profit hospitals will
be even more seriously disrupted. It was estimated that the planned change
will affect the turnover of a typical hospital by 45–58 per cent (Wikipedia,
2006; see also Wang and Chen, 2005). The implemention of medical insur-
ance is not necessarily a positive incentive either for the for-profit private
hospitals. The higher utilization rate of hospitals that medical insurance
brings will put a greater burden on services, and hospital margins will be
under pressure because insurance providers will demand more discounts
from the hospitals to protect their own margins. As a result, the hospitals’
bargaining power will be quite weak. In addition, to keep their clients, the
hospitals will be pressured to upgrade their equipment and services. The
capital investment cost will possibly be transferred to the medical insur-
ance participants and most probably to uninsured patients (Wang, 2002,
p. 54).

Hospital Management. Hospital management at all levels, and between
not-for-profit and for-profit hospitals is a major issue and a source of waste,
inefficiency, malpractice and poor quality of care. Corporate governance,
financing, accounting and resource allocation, personnel management,
medical record management, supplies, equipment and facilities manage-
ment, waste disposal management, surveillance and monitoring, and
quality control have posed major challenges to health care provision.

Issues of quality control. The intense competition brought about by WTO
membership will help to improve the quality of care because of the need to
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attract and retain clients through high-quality services. The entry of large
JV hospitals, especially chain hospitals, is posing a real challenge to less
well-equipped and providers of lesser quality. The fact that patients are
now free to choose providers via a basic medical insurance scheme, and
increasing disposable income leading to a higher demand for quality in
health care is intensifying this competition. At the time of writing, China
has more than 65,000 health providers and most of the hospitals are
already under-utilized. This demand for quality is a positive trend for
patients, but the price tag for quality might further threaten access to
quality care by poorer patients. Complaints of poor quality have been
widespread. For example, carrying on physical check-ups is one of the
largest businesses in health care provision, but the quality of the service is
variable. In China, a physical check-up certificate is required for employ-
ment, migration and related housing, schooling and military service.
Providing certificates is a major source of revenue for private hospitals.
However, the poor quality of such services has led to many malpractice
complaints. In one example, it was estimated that, in Guanzhou, some 
3–4 million individuals use physical check-up services, worth of millions 
of US dollars: to make fast profits, about 160 tests were performed in 
3–4 hours, which led to serious mistakes. The misdiagnosis rate is very high
for such tests. However, with heightened competition from both multi-
nationals and domestic players, this situation should improve (World Journal,
2004, ‘Malpractice leads to serious mistakes. Wellness becomes illness’).

China’s health provision is facing many challenges, for which the stake-
holders in health care sector are also part of the solution. The quality and
quantity of health care provision has a direct impact on the population’s
health. This chapter has presented a historical analysis of China’s health
care provision, population health issues and needs, trends in health care
financing, investment and spending, the distribution of public and private
health services in both urban and rural populations, monitory mechanisms
on health provision, and major changes in health provision brought about
by WTO membership. The Chinese health provision system is undergoing
such rapid changes that it is predicted that, in a matter of years, it will have
an entirely new face. Under competition pressure brought about by the
WTO framework, the Chinese health care system is in the process of engag-
ing in a multi-sector-level reform of its current system. Yet other macro-
social issues should also be taken into account to examine the impact of
the WTO on China’s health system. These include macroeconomic growth
and sustainable development, equity, access, infrastructure and capacity
building, and public–private partnership, which will be further discussed in
Chapter 6.
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