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The Evolution of Government-Market Relationship in China’s Health Care
Industry Since the Reform and Opening-up
Fu Mingwei Xue Xianling

Abstract; Since the reform and opening-up, accompanied by China’s journey to set up and improve a
socialist market economy system, the China’s health care system reform is market-oriented on the whole,
which can been seen from the following stylized facts; firstly, the share that state-owned providers take up
has been rising, and the number of private hospital has surpassed that of state-owned hospital in 2015;
secondly, state-owned providers have obtained more and more independence in operation. However, market
dominates government in some phase of the market-oriented process, while in other phase government
dominates market. Exactly, the process can be classified into three stages: Market Orientation and the Lack
of Supervision between 1978 and 1997, Unbiased and Trial-and-error Progress between 1997 and 2009, and
Government Orientation and Intervention Return since 2009. The primary reason lying behind this mode of
evolution is that the wrong mind of ineffectiveness of market mechanism is very popular among China’s
health care industry. Due to this wrong mind, policy orientation is under the influence of the reform thought
tide at the national level and the vested interest group, and as a result the mode appears. The systematic
reform on state bureaucratic apparatus put on the third Plenary Session of the 19th CPC Central Committee
offers opportunity for the re-adjustment of Government-Market relationship.

Key Words: Government-Market Relationship; Health Care System Reform; Market Orientation;

Government Orientation ; Information Asymmetry
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