
Health-care reform 

Feeling your pain 

Despite extraordinary progress, 
reforming health care is creating 
almost as many problems as it solves 
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ON FEBRUARY 27th last year Qin Jinpei, a 59-year-old hardware salesman, was discharged from a hospital in Shanghai where he had 
been treated for the last stages of lung cancer. A doctor told Mr Qin’s son, Qin Ling, that no patient could stay longer than two weeks, 
and his father had stayed for almost three. The next day Qin Ling wrote an open letter of complaint to Shanghai’s then Communist Party 
secretary, Yu Zhengsheng, which he also posted on the internet. In a sign of the new “responsiveness” of some parts of Chinese 
officialdom, the Shanghai government posted an answer from Mr Yu a day later on Sina Weibo, a Twitter-like microblogging service. Mr 
Yu admitted that the Qin family had been “hurt by the flaws” in the health-care system. “I cannot guarantee that all the problems will be 
resolved very soon,” he said, “But I believe we all feel your pain.” The next day, the elder Mr Qin died. He had been turned away seven 
times by four different hospitals in the last two months of his life. 

Mr Qin’s ordeal was hardly unique. News media frequently report how hospitals turn away gravely ill patients, the latest evidence of a 
half-reformed health-care system. A decade ago the situation was much worse and such scenarios would have been the norm, as there 
was little health insurance—public or private—to defray the cost of medical treatment. The free health care of the Maoist era had, like 
much of China, become geared towards profit in the 1980s and 1990s, leaving most Chinese people to pay for most of their own 
treatment. After 2009, aware of the anger caused by the failed semi-marketisation of the system, the Chinese government accelerated 
reforms to make health care more accessible and affordable. Now more than 95% of the population is covered by some public health 
insurance. The schemes pay for, on average, about half of in-patients’ costs once they are admitted to hospital, according to a study 
published in 2012 in the Lancet, a medical journal. The patient must pay for the other half. 

In theory the system should offer better care than before for patients with serious diseases, but in practice the opposite is often true. 
Patients with minor illnesses benefit, but hospitals, under pressure to control mounting costs, turn away the very ill. This is because of 
the caps that have been placed on how much insured treatment a hospital can claim back from the government. Hospitals fear that, if 
they exceed the caps, they will have to choose between paying the extra themselves or turfing out patients like Mr Qin. 

As health-care coverage has broadened and deepened, so the government’s share of health spending has ballooned, from 16% in 2001 
to 30% in 2011. Patients still directly bear more than a third of the total costs nationwide. Social and commercial insurance make up the 
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rest. Over the past decade the country’s total health expenditure has grown almost fivefold, to an estimated 2.4 trillion yuan ($385 
billion) in 2011. McKinsey, a consulting firm, expects it to reach $1 trillion by 2020, roughly 7% of GDP. The health-care system will 
have trouble absorbing the added costs. Preliminary estimates by the Chinese Academy of Social Sciences in Beijing suggest that 
many local state-run health-insurance funds across China will begin to run deficits in 2017. 

As in America, inefficient and unnecessary care has contributed to the growing cost of Chinese health care. Hospitals are allowed to 
charge a 15% mark-up on the price of medicines, which inevitably encourages low-paid physicians to prescribe more expensive drugs. 
This is combined with a fee system, in which hospitals are reimbursed by the government for each service, regardless of the quality of 
care, thus giving doctors an incentive to perform unnecessary tests and treatments. 

Doc, your pay cheque 

Under the budget caps, hospitals are financially liable for up to 40% of the excess. In February a Beijing doctor posted online a 
message she received from a colleague, who had been ordered to keep the cost of treatment of each patient under 10,500 yuan 
($1,700). The message said that if physicians exceeded the budget, the extra expenses would be deducted from their own salaries. 
Such harsh measures to control costs are widespread. A hospital administrator in Guizhou province, who did not want his name used, 
says that the cost of treating each patient at his hospital is capped at 4,300 yuan. If a patient does not recover in two weeks, he says, 
“We would do whatever was necessary to get him out of here.” So patients are being both overtreated, with drugs and tests they do not 
need, and undertreated by not being admitted in the most serious cases. Gu Xin of Peking University says the health authorities 
“devised poor rules of the game and, as a result, they ruined the game.” 

Local authorities stress that hospitals are prohibited from turning patients away, and they may be disqualified from receiving patients if 
they do so, but there have been no reports of any hospitals being punished in this way. With significant monopoly power, government-
run public hospitals are often shielded from outside inspection and competition, says Zhu Hengpeng of the Chinese Academy of Social 
Sciences. Though the government is encouraging private hospitals to set up shop, they mainly treat the rich. Most people still go to 
public hospitals. 

Meanwhile, the seriously ill continue to suffer. Since his father’s death, Qin Ling has been trying to help late-stage cancer patients 
receive adequate care. But he says he still often has trouble getting the patients admitted for treatment. 

 


