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Interpretation of the 2019 Major Tasks on Deepening the Medical and

Healthcare System Reform

BY Alan ZHOU, Yang CUI, Taylor HUANG

The year of 2019 is the tenth year of the so-called “New Medical and Healthcare
System Reform” (the “Reform”) which was launched in full scale in 2009.
Recently, the General Office of the State Council issued a key document on
deepening the Reform, namely, the 2019 Major Tasks on Deepening the
Medical and Healthcare System Reform (the “2019 Major Tasks”), which,
compared with the major tasks documents issued previously in recent years,
the 2019 Major Tasks is featured with language that is more concise and tasks
that are heavier, with its particular focus on the key and difficult issues in the
Reform. Since the implementation of the 2019 Major Tasks will have a
significant impact on pharmaceutical companies, medical institutions and the
general public, we hope to better help with your understanding of the 2019
Major Tasks by analyzing the tasks and providing necessary background

information thereof in this article.

Part . The 2019 Major Tasks in General: with the Health of the People as
the Core, Aiming to Solve the Problem of “Getting Medical Treatment

Being Difficult and Expensive”

It is set forth in the preface to the 2019 Major Tasks that in 2019 the work of
deepening the Reform shall be to conscientiously implement the decisions and
arrangements of the Central Committee of the Communist Party of China (the
“Central Committee”) and the State Council on implementing the national

policy of “Healthy China” and deepening of the Reform, to shift the core of the
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Reform from disease treatment to the general health condition of the people, to
persist in ensuring the provision and quality of the basic medical and healthcare
service, strengthening the ability of providing medical and healthcare service at
the community level, and establishing a sound mechanism of medical and
healthcare service, to enhance the prevention of diseases and the improvement
of health, solving the problem of “getting medical treatment being difficult and
expensive”, and deepen the coordinated reform of medical care, medical
security and medical products, in order to improve the general wellbeing of the

public.

The 2019 Major Tasks requires that 15 legal/policy documents be made and

that 21 specific tasks be implemented.

The 15 documents required by the 2019 Major Tasks to be made respectively
focus on the Healthy China campaign, promoting the healthy and lawful
development of private medical institutions, list of encouraged generic drugs,
further regulating the usage of medical consumables, further deepening the
Reform with the centralized procurement and use of drugs as a breakthrough,
medication management in public medical institutions, charges for Internet
diagnosis and treatment and medical insurance payment, reforming the title
system of technical personnel of the healthcare professional, establishing and
improving the healthcare service system for the elderly, performance appraisal
of public medical institutions of the second or lower grades, enhancing the
management of doctors, administration of medical consortiums, reform of the
salary system in the public hospitals, improving the accounts of employee

medical insurance, and regulating the use of medical insurance fund.
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The 21 specific tasks required by the 2019 Major Tasks to be implemented
mainly focus on three aspects, namely, to eliminate the difficulty of getting
medical treatment, to lower the costs of the medical treatments, and to enhance

management of hospitals.

From the perspective of eliminating the difficulty of getting medical treatment,
which incorporates the idea of better integrating and allocating medical
resources, relevant tasks include to promote the development of national and
regional medical centers, to orderly develop medical consortiums and promote
a hierarchical medical system, to deepen the reform of streamlining
administration, delegating powers and improving services and provide support
for private medical institutions, to promote “Internet + healthcare”, to promote
the comprehensive medical reform in counties, to carry out the Healthy China
campaign, and to strengthen the prevention of severe diseases including

cancer, eftc.

From the perspective of lowering the costs of the medical treatment, relevant
tasks include to promote the centralized procurement and use of drugs
organized by the state, to promote the reform of medical consumables of high
value, to enhance and improve the national essential drugs system, to promote
the reform of the medical insurance payment method, to improve the
mechanism for making compensation for public hospitals, to deepen the
comprehensive reform of public hospitals, and to further poverty alleviation in

the health aspect, etc.
From the perspective of enhancing hospital management, relevant tasks

include to carry out performance appraisal of public hospitals and to further

improve medical services, etc.
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The 2019 Major Tasks also makes clear the departments in charge of or
engaged in the tasks respectively, and a timetable for making all the required

legal/policy documents.

Part Il. Coordination of Three Aspects of Medical Care, Security and

Products, and a Focus on the General Health Condition of the People

In 2018, the departments of the central government respectively in charge of
medical care, medical security and medical products were established through
institutional reform according to the State Council Institutional Reform Proposal
approved by the National People’s Congress. They are, namely, the National
Health Commission (the “NHC”), the National Healthcare Security
Administration (the “NHSA”), and the National Medical Products Administration
(the “NMPA”). Since then, the three departments respectively or jointly
promulgated or implemented several significant Reform policies. They are also
the major departments each responsible for or involved in the implementation

of several Reform tasks in the 2019 Major Tasks.

Besides the tasks with respect to medical care, medical security and the
medical products, we have also noticed that, under the guidance of the Outline
of the Plan of “Healthy China 2030” and other high-profile documents, there is
a growing proportion of tasks relevant to the general health condition of the
people in the Major Tasks documents in recent years. Figure 1 shows the

proportion of tasks of the four types.

In order to achieve a clearer understanding, a comparison of 2017 Major Tasks

on Deepening the Medical and Healthcare System Reform (the “2017 Major
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Tasks”), Major Tasks on Deepening the Medical and Healthcare System
Reform in the Second Half of 2018 (the “2018 Major Tasks”) and the 2019

Major Tasks is in Figure 2, showing the change of the proportions of tasks of

the four types from 2017 to 2019.

General Health,
14%

Medical

Medical Care,
Products, 20%

48%

Medical
Security, 18%

= Medical Care =Medical Security =Medical Products General Health

Figure 4 Proportions of Contents Respectively Related to Medical Care, Medical

Security, Medical Products and General Health in 2019 Major Tasks

#28513L151 51



@m) IR B E SR
@ GLOBAL LAW OFFICE

60.00%
55.63%

53.24%
50.00% 8.26%
40.00%
30.00%
24.95%
19.78% 9
20.00% % 06% 19.44%
14.98% 14.84% 2494
9.75%

- I I 6-83%I I

0.00%

Medical Care Medical Security Medical Products General Health

Year of 2017 mYear of 2018 mYear of 2019

Figure 5 Changes of Proportions in 2017-2019 Major Tasks

Moreover, we have summarized relevant key issues of the four aspects
mentioned in the 2019 Major Tasks in Figure 3, in order to achieve a better view

of the general picture.
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Figure 6 Key Issues Relating to Medical Care, Medical Security, Medical Products and

General Health in 2019 Major Tasks

Our analysis of the 2019 Major Tasks is set forth below.

l. Enhancing the Prevention of Diseases and the Management of

Health

The 2019 Major Tasks emphasizes in its preface that the Reform will
shift its focus from disease treatment to the general health condition of
the people, and enhance the prevention of diseases and the promotion
of health. This is in line with the philosophy of the General Committee
and the State Council in the national policy “Healthy China” and the

Outline of the Plan of “Healthy China 2030”.
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The NHC is the first department of the State Council that has included
“health” in its official name. In the 2019 Major Tasks, there are a number
of health-related tasks that the NHC is to be in charge of, either on its

own or together with other departments, including:

- Toformulate by the end of June 2019 opinions on the implementation
of Healthy China campaign, Health China (2019-2030) and a plan for
the organization, implementation and assessment of the Healthy
China campaign;

- To implement the Health China campaign, to motivate individuals,
the government and the whole society to popularize health
knowledge, and to implement health promotion activities, and to
strive to make the people stay healthy, reduce the happening of
sickness, and prolong healthy life expectancy;

- To formulate by the end of June 2019 the guiding opinions document
on establishing and improving the healthcare service system for the
elderly;

- To speed up the reform of the system of disease prevention and
control, to improve the functions of disease prevention and control
institutions of all levels, to continuously promote innovation with
respect to the mechanism of maternity and child care institutions and
blood donor centers, to deepen the mechanism reform at the basic
level, and to gradually establish a mechanism combining financial
security and incentives;

- To strengthen cancer prevention and treatment, to promote
preventative examination and early diagnosis and treatment, to

speed up the registration and approval of new anti-cancer drugs at
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home and broad, and to facilitate the provisional import of anti-cancer
drugs that are desperately needed clinically;

- To strengthen the management of vaccination and to strictly
implement relevant operational procedures; and

- Towell prevent and control endemic diseases, occupational diseases,

AIDS and tuberculosis, etc.

The 2019 Major Tasks also makes it clear that it is necessary to support
medical institutions more in carrying out public health services, establish
a guarantee mechanism for public health service funding in medical
institutions, assess the implementation of basic public health service
programs, and improve the efficiency of fund use. This is not the first
time for the guarantee mechanism for public health service funding to be

promoted at the central government level.

On July 13, 2009, the General Office of the Ministry of Health (dissolved)
issued Opinions on Promoting the Gradual Equalization of Basic Public
Health Services, setting the goal that by 2020 the mechanism of gradual
equalization of basic public health services shall be generally completed,
which includes the guarantee mechanism for public health service
funding. Also, the Outline of the Plan of “Healthy China 2030” has, as an
important part thereof, included the plan of promoting the health services
and strengthening public health services that cover the whole population.
Moreover, in recent years, the per capita government expenditure on

basic public health services has been growing gradually.

The Reform of the Medical Insurance Payment Methods and the

Management for Medical Insurance Funds
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As the administrative department at the payment end / demand side, the
NHSA has been responsible for controlling payment out of the medical
insurance funds and reforming the medical insurance payment method
since its establishment. In addition to the policy of centralized
procurement and use of drugs, the following tasks in the 2019 Major
Tasks also deserve attention, all of which have also reflected that the
focus of the Reform has been experiencing a shift from the supply side

to the demand side.

a) Implementing the Pilot Program of Payments based on Diagnosis-

related Groups

The 2019 Major Tasks requires to step up the reform of the medical
insurance payment method, implement a pilot program of making
payment based on diagnosis-related groups (the “DRGs”) and
continuously promote the reform of a composite system of medical
insurance payments methods in which payment based on disease

types serves as the primary method.

On May 21, 2019, the NHSA, together with the Ministry of Finance
(the “MOF"), the NHC, and the State Administration of Traditional
Chinese Medicine (the “SATCM”) issued the Notice of the List of
Cities Participating in the National Pilot Program for Payments
Based on Diagnosis-related Groups (the “DRGs Notice”). According
to the DRGs Notice, 30 cities, including Beijing, Tianjin, and Handan
of Hebei Province, will participate in the pilot program and each shalll

follow the top-level design, carry out the pilot program and make
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actual payment accordingly, so as to ensure to complete the pilot

program on time.

The method of payment based on DRGs, which originated in the
United States, has been adopted by Japan, Germany, France and
other countries. It is recognized as an effective tool of modern
medical insurance payment. Briefly speaking, under the DRGs-
based payment method, patients are classified into different groups
based on factors such as clinical diagnosis, treatment difficulty and
outcome, gender, age and so on, and different payment standards
by medical insurance fund are set to different groups. The
implementation of DRGs-based payment can not only effectively
reduce unreasonable medical expenses caused by excessive
medical treatment under the fee-for-service system and standardize
medical service activities, but also improve the level of delicacy
management of hospitals and promote the improvement of medical
service quality. DRGs-based payment may further limit
unreasonable use of drugs and adjuvant medication, effectively
reduce the proportion of drug expenses in the overall medical
expenses and provide more opportunities for low-cost generic drugs

that have passed the consistency evaluation.

Consolidating the National Essential Medicines System and

Dynamically Adjusting the National Reimbursement Drug List

The 2018 Major Tasks required to adjust the national essential drugs

list (the “EDL”), formulate guidance documents for improving the
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national essential drugs system, and promote the prior use of
essential medicines. Accordingly, the General Office of the State
Council issued the Opinions on Improving the National Essential
Drugs System (the “Improving Opinions”) on September 13, 2018,
and then the latest version of EDL was published, with the number

of essential drugs increasing to 685.

The Improving Opinions puts forward requirements as to the
functions of essential drugs that essential drugs shall be of basic
medical use, and necessary for both disease prevention and
treatment, that the supply, prior use and quality of the essential
drugs shall be guaranteed and that the burden for using such drugs
shall be reduced. It requires to improve policies from the
perspectives of selection, production, circulation, use, payment, and
monitoring of essential drugs, and to join efforts with the coordinated
reform of medical care, security and products. It also requires to
increase the use of essential drugs, specify the proportion of use of

essential drugs by public medical institutions.

In response, at the beginning of this year, the NHC and SATCM
issued Notice on Further Enhancing the Administration of the
Distribution and Use of Essential Drugs in Public Medical Institutions
which further requires that public medical institutions shall formulate
their own management measures for clinical application of essential
drugs scientifically setting indicators for the use of essential drugs in
their clinical departments, and that the proportion of use of essential
drugs in terms of value and prescriptions shall be increased year by

year.
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The 2019 Major Tasks absorbs the key content of the regulations
mentioned above and focuses on the implementation of prior use of
essential drugs. It also demands the NHC and the NHSA be
responsible for improving the national essential drugs system and
specifying the proportion of the use of each essential drug in public
medical institutions of all levels and types within the scope of a
province, and establishing the incentive and constraint mechanisms

for prior use of essential drugs.

The 2018 Major Tasks also requires that the dynamic adjustment
mechanism for the national reimbursement drug list (the “NRDL”")
shall be improved, that qualified therapeutic drugs in the EDL shall
be added into the NRDL with priority according to due procedure,
and that outpatient medications for diseases such as hypertension

and diabetes shall be covered by the medical insurance.

According to the State Council's regular policy briefing on June 10,
2019, more drugs with high clinical value and good cost performance

will be incorporated into the NRDL after adjustment of the list in 2019.

c) Regulating the Use of the Medical Insurance Funds

It is set forth as a major task of the Reform for the first time this year
to regulate the use of medical insurance funds. The 2019 Major
Tasks requires to formulate a regulation on the use of medical
insurance funds, which shall be submitted to the State Council by

the end of December 2019. We understand that this is aimed to ease
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the intense expense pressure of the medical insurance funds and to

deal with medical insurance fraud conducts.

The NHSA has publicized a consultation paper for public comment
of the above-mentioned regulation on April 11 this year. The
consultation paper mainly focuses on improving the efficiency of the
use of medical insurance funds and cracking down swindles of
medical insurance. The consultation paper establishes a system of
law enforcement and supervision on medical insurance funds which
makes clear the power and responsibility of the administrative
department for healthcare security and medical insurance
administration institutions, and the rights and obligations of
designated medical institutions, physicians and pharmacists under
the management of designated service agreements, and insured
individuals. The consultation paper sets forth multiple supervision
methods for the use of medical insurance fund including credit
management, information report, unannounced inspection,
intelligent monitoring, and report incentives, etc. It is worth noting
that the consultation paper for the first time imposes obligations and
legal responsibilities on insured individuals with respect to the use
of medical insurance fund. According to the consultation paper,
where any insured individual leases out or lends to another his/her
valid healthcare security certificate or forges or alters evidentiary
materials in order to defraud medical insurance funds, he/she shall
be, according to the seriousness of the circumstances, subject to
legal liabilities such as suspension of medical insurance settlement,
fines or even criminal liabilities. This is aimed to crack down the

swindles of medical insurance funds. Once officially promulgated,
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the regulation will be the first special administrative regulation on the

use of medical insurance funds in China.

Il. Strengthening the Supply Guarantee of Drugs and Medical Devices

a) Timely Implementing Centralized Procurement and Use of Drugs in

Full Scale

The 2019 Major Tasks requires that, by the end of September 2019,
a policy paper on further deepening the Reform with the centralized
procurement and use of drugs taken as a breakthrough be
completed, that the pilot program of the centralized procurement and
use of drugs organized by the state be firmly implemented,
evaluated and timely promoted nationwide, and that the control of
drug quality, guaranteed stable supply, guaranteed prioritized use
and timely settlement of drug payment are still key issues in the

implementation of the centralized procurement and use of drugs.

Considering both the 2019 Major Tasks, and the Notice by the
General Office of the State Council of Issuing the Pilot Program of
the Centralized Procurement and Use of Drugs Organized by the
State, which made it clear that on the basis of the summarization and
evaluation of the pilot work the coverage of centralized procurement
shall be gradually expanded, we understand that an expanded
implementation of centralized procurement and use is imperative.
Also, since it is the Secretariat of the Leading Group of Deepening
the Medical and Healthcare System Reform of the State Council (the

“Secretariat”) that is responsible for making the above-mentioned
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b)

policy paper on further deepening the Reform with the centralized
procurement and use of drugs taken as a breakthrough, it goes
without saying that the centralized procurement and use of drugs is
considered to be of great importance for deepening the Reform.
Therefore, it is advised that pharmaceutical enterprises, in light of
their own circumstances, pay continuous attention to the policy of
centralized procurement and use of drugs, try figuring out the
possible short-term and long-term impacts thereof on them, and get

fully prepared.

Promulgating the List of Encouraged Generic Drugs

The 2019 Major Tasks requires that, by the end of June 2019, a list
of encouraged generic drugs be promulgated. This is a restated task,
since in December 2018, the NHC and other 11 -central
governmental departments jointly promulgated the Work Plan of
Accelerating the Implementation of the Policy for Supply Guarantee
and Use of Generic Drugs (the “Generic Drugs Work Plan”) already
set the goal to promulgate a list of encouraged generic drugs by the
end of June 2019 in order to guide the research and development,
registration and production of enterprises, and to promulgate a list of
encouraged generic drugs annually by the end of the year from 2020.
The Generic Drugs Work Plan was to implement the Opinions of the
General Office of the State Council on Reforming and Improving the
Policy for Supply Guarantee and Use of Generic Drugs (the “Generic
Drugs Opinions”) promulgated by the General Office in March 2018,
which set forth 15 opinions on aspects such as furthering the

research and development of generic drugs, improving the quality
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and therapeutic effect of generic drugs and improving support

policies.

Therefore, it has been clear that, in order to enhance the capability
of guaranteeing drug supply and better meet the needs of clinical
drug use and public health safety, measures to guarantee the supply
of generic drugs, including to encourage the development of high-
quality generic drugs, have become and will continue to be a

significant part in the work of deepening the Reform.

c) Strengthening the Management of Medical Consumables of High

Value

The 2019 Major Tasks requires to gradually unify the classification
and numbering of high-value medical consumables around the
country, conduct special regulation on high-value medical
consumables that are of high price and resource consumption, and
formulate a policy document on further regulating the use of medical

consumables by the end of August 2019.

High-value medical consumables refer to medical consumables that
are directly used on human bodies, with strict safety requirements,
large clinical usage, and a relatively high price. With respect to high-
value medical consumables, there have been practices of
centralized procurement at the national level, sunshine procurement
in some regions, regionwide joint price negotiations and the “two-
invoice” system. We understand, the requirements of the 2019 Major

Tasks are in line with the requirements for high-value medical
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consumables made in the meeting of the Central Committee for
Deepening Overall Reform on May 29 (the “Meeting”). It was
required in the Meeting to straighten out the price system of high-
value medical consumables, improve the supervision and
administration of the whole process, purify the market environment
and the environment for medical service practice, and promote the
formation of a governance pattern for high-value medical
consumables of high quality, fast circulation, reasonable price and
standardized usage, so as to promote the healthy and orderly
development of the industry. The Meeting also deliberated and
approved the Reform Plan on Governance of High-Value Medical

Consumables, which has not been publicized yet.

It's reported that the NHSA held a meeting attended by clinical
experts on high-value medical consumables on June 4. In light of the
2019 Major Tasks and the background thereof, we are of the view
that the governance reform may well start from high-value medical
consumables such as those relating to vascular intervention and
orthopedic implantation, which constitute a large proportion in high-
value medical consumables, and that a method of centralized

procurement with guaranteed procured amount is probable.

d) Improving the Mechanism for Monitoring and Early Warning of Drug

Shortage

The 2019 Major Tasks requires that the supply of drugs that are

clinically necessary, tending to be in short supply and lacking

substitution be ensured through methods such as enlarging the
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storage, unified procurement, and production by designated
producers, and that summary and evaluation of regionwide attempts

and methods that are of pharmaceutical service value be carried out.

After the Opinions of the Central Committee of the Communist Party
and the State Council on Deepening the Reform of the Medical and
Health Care System promulgated in 2009 made it one of the goals
of deepening the Reform by 2020 to universally establish a relatively
standardized system of guaranteeing the supply of drugs, there have
always been tasks relating to guaranteeing drug supply and dealing
with drug shortage in the Major Tasks documents annually
publicized, with the key focus of such tasks shifting from, in the first
a few years, monitoring and summarizing information of drugs in
shortage, to establishing systems of storing drugs in shortage,
guaranteeing the supply and giving early warnings, and to, in recent

years, perfecting such systems.

In 2017, the Implementation Opinions on Reforming and Perfecting
the System of Guaranteeing the Supply of Drugs in Shortage
promulgated in 2017 by the National Health and Family Planning
Commission, the National Development and Reform Commission
(the “NDRC”) and the Ministry of Industry and Information
Technology (the “MIIT”) required to by 2020 realize the
comprehensive administration of drug supply guarantee and the
sharing and shared use of the information of monitoring and warning
of drug shortages, establish a mature and stable system of real-time
monitoring and early warning of drug shortages and hierarchical

response, establish a five-in-one work pattern that integrates the
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collection of information, summary and analysis, interdepartmental
coordination, hierarchical response and guidance for the industry,
and thus form a system of guaranteeing supply of drugs in shortage

with Chinese characteristics.

Integrating Medical and Healthcare Resources

We notice that there are multiple policies in the 2019 Major Tasks aimed
at resolving the unbalanced allocation of medical and healthcare
resources in our country, which together form a relatively comprehensive
policy system, including developing medical consortiums to promote a
hierarchical medical system, providing support for private medical
institutions, constructing medical centers, promoting the development of
county hospitals and optimizing and integrating healthcare resources

allocation through the “Internet + healthcare” service.

a) Providing Support for Private Medical Institutions

From the prospective of providing support for private medical
institutions, the 2019 Major Tasks makes it clear that a policy
document on promoting the sustainable, healthy and regulated
development of private medical institutions should be formulated by
the end of June 2019. The 2019 Major Tasks requires to encourage
and support clinics privately funded and run, deep the reform of
streamlining administration, delegating powers and improving
services, improve examination and approval services, eliminate
discriminatory policies, and provide equal treatment and support for

private medical institutions.
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It is the fundamental principle and direction of the reform of the
medical and health care system to realize the joint development of
public medical institutions and non-public medical institutions with
the former taking the lead and to accelerate the formation of a pattern
with multiple hospital investors. This is also one of the development
goals to be achieved by 2020 set forth in the Opinions of the State
Council on Promoting the Development of Healthcare Service

Industry.

In the process of promoting private medical institutions, it is required
to gradually optimize the procedures and thresholds for non-public
medical institutions in terms of admission and practice. It has
become a trend to innovatively regulate, efficiently service and
create a convenient environment for the development of private

medical institutions.

The idea of streamlining administration, delegating powers and
improving services is also embodied by several other legal/policy
documents promulgated by the central government or departments
thereof, including the Notice on Optimizing the Interdepartmental
Examination and Approval of Privately-run Medical Institutions,
jointly promulgated by nine departments including the NDRC and the
Ministry of Civil Affairs, which proposed to simplify the approval
procedure for establishing medical institutions, and the Opinions on
the Pilot Program to Promote the Development of Clinics, jointly
promulgated by five departments including the NHC and the NDRC,

which changed the approval procedure into a filing procedure for
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establishing clinics.

On 10 June, 2019, ten departments including the NHC, the NDRC,
the MOF jointly issued the Opinions on Promoting the Sustainable,
Healthy and Regulated Development of Private Medical Institutions
(the “Opinions”) which is the policy document required to be made
by the 2019 Major Tasks on promoting the sustainable, healthy and
regulated development of private medical institutions. The Opinions
provides policy support for private medical institutions in multiple
aspects including increasing government support, simplifying
approval procedures and optimizing supporting policies on medical

insurance.

b) Constructing Medical Centers

The 2019 Major Tasks clearly requires to steadily promote the
construction of national medical centers and regional medical
centers. This is an important step to integrate medical and healthcare
resources, optimize the allocation of resources, and reduce patients’
cross-regional movements in order to get medical treatment in
response to the insufficiency and unbalanced allocation of overall
healthcare resources, and shortage of high-quality healthcare

resources.

In January 2019, the general office of the NHC issued the
Implementation Plan for Constructing National Medical Centers and
National Regional Medical Centers and makes clear that by 2020, as

per the actual needs, national medical centers and national regional
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c)

medical centers of corresponding specialist department services

shall be established. A four-level healthcare service system

consisting of national, provincial, prefectural, and county levels of

medical and healthcare services shall be established with national

medical centers as the leading force and national regional medical

centers as the backbone of the system.

Increasing the Accessibility of Basic-level Medical Services

(1)

Developing Medical Consortiums to Promote the Hierarchical

Medical System

The 2019 Major Tasks requires that administrative measures
for management of the medical consortiums be formulated
within this year. It is focused on building urban medical groups
in 100 cities and county-level medical communities in 500
counties. The latter was also one of the goals put forward at
the national medical care management work meeting held at

the beginning of this year.

It is one of major tasks of the Reform to establish a mechanism
of hierarchical medical services. In order to do so, it is
necessary to comprehensively improve the service capacity of
basic-level health institutions. One of the main purposes of
developing medical consortiums is to move the focus of
healthcare work and medical and healthcare resources

downward, so as to improve the service capacity at basic level.
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Since 2016, the Major Tasks documents have all clearly
included tasks relevant to the construction of medical
consortiums. Furthermore, in April 2017, the General Office of
the State Council issued the Guiding Opinions on Promoting
the Construction and Development of Medical Consortiums,
which set the goal that by 2020, the construction of medical
consortium shall be comprehensively promoted and all second-
grade public hospitals and medical and healthcare institutions
funded by the government at basic levels shall participate in

medical consortiums.

In May 2019, the Notice on Promoting the Construction of
Closely-connected County-level Medical Consortiums, and the
Notice on Carrying out Pilot Work on the Construction of Urban
Medical Consortiums, both promulgated by the NHC and the
SATCM, make clear respectively that by the end of 2020, a new
type of county-level healthcare service system with clear goals,
clear powers and responsibilities, and division and coordination
will be preliminarily established in 500 counties, gradually
forming a community of service, responsibility, benefit and
management, and that by 2020, the pilot program on the
construction of urban medical consortiums will achieve

significant results.

We understand that, on the grounds that the pilot program is
being carried out and that administrative measures are to come
out in 2019, in 2010 we may see a further and in-depth

development of medical consortiums.
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(2) Improving the Comprehensive Capacity of County Hospitals

According to the 2019 Major Tasks, the comprehensive
capacity of 500 county hospitals and 500 county hospitals of
traditional Chinese medicine should be improved with the focus
on disciplines construction, and the responsibilities and
functional positioning of medical institutions of different levels
and types should be clarified, in order to promote hierarchical

medical system.

County-level public hospitals (including hospitals of traditional
Chinese medicine) are the leading force of the three-level rural
healthcare service system and the link between urban and rural
healthcare service systems. Promoting the comprehensive
reform of county-level public hospitals is a crucial step to
deepen the Reform and can effectively ease the problem of
“getting medical treatment being difficult and expensive” for the

people.

In April 2015, the General Office of the State Council issued
the Implementing Opinions on the Full Implementation of the
Comprehensive Reform of County-level Public Hospitals which
required to comprehensively improve the medical service
capacity of county-level public hospitals (including hospitals of
traditional Chinese medicine), and fully promote the
comprehensive reform of county-level public hospitals

(including hospitals of traditional Chinese medicine).
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In October 2018, the NHC and the SATCM issued the Work
Plan for Comprehensively Improving the Overall Capability of
County-level Hospitals (2018-2020), which set the goal that by
2020, 500 county-level public hospitals (including county-level
public hospitals of traditional Chinese medicine), including
some county-level public hospitals located in impoverished
counties will respectively achieve the service capacity
requirements for third-grade hospitals and third-grade hospitals

of traditional Chinese medicine.

Therefore, we understand that the improvement of
comprehensive capacity of county hospitals will also be one of

the major tasks in at least the following 1-2 years.

d) “Internet+ Healthcare ” & “Internet + Nursing Service”

The 2019 Major Tasks requires to construct provincial-level
demonstration areas for “Internet + Healthcare”, and continue to
promote the construction of the national health information platform
and platforms for areas that are overall planned at the provincial level.
The 2019 Major Tasks also requires to summarize and evaluate the
result of pilot program on “Internet + nursing services” in a timely
manner and to formulate a sound and regulated system thereof. The
2019 Major Tasks further requires that at least 50% of hospitals of
second or higher grade shall generally provide online services such
as appointment-making for diagnosis or treatment based on time lots,

intelligent service of medical guidance and triage, self-help result
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checking, settlement of payment and Internet-based payment-

making.

Early in 2018, the 2018 Major Tasks required to promote the
“Internet+ healthcare” development and the construction of smart
hospitals and national health information platforms, and speed up
the sharing of diagnosis and treatment information among medical
institutions. In April 2018, at the executive meeting of the State
Council presided by the Premier of the State Council, decided to
develop “Internet + healthcare”, ease the problem of getting medical
treatment being difficult and improve people’s general health
condition. Later, the General Office of the State Council issued
Opinions on Promoting the Development of “Internet + Healthcare”
(the “Internet + Healthcare’ Opinions”). The “Internet +
Healthcare’ Opinions” provides opinions on constructing service
system in seven aspects including “Internet +” healthcare service,
“Internet +” Public Health Services, “Internet +” Family Doctor
Contracting Services, the “Internet +” Drug Supply Services,
“Internet +” Medical Insurance Settlement Services, “Internet +”
Medical Education and Science Popularization Services, and
“Internet +” Al Application Services. There have been further

provisions later.

The 2019 Major Tasks further requires that a policy document on the
charges for Internet-based medical diagnosis and treatment charges
and medical insurance payment should be completed by the end of
September 2019, since the lack of such document has become one

of the obstacles for the development of the “Internet + healthcare”
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industry. The “Internet + Healthcare’ Opinions” requires to further
improve the medical insurance payment policy, establish a cost-
sharing mechanism and improve the policy of Internet diagnosis and
treatment charges. We look forward to a clearer medical insurance
payment policy for Internet-based diagnosis and treatment coming

out within this year.

V. Strengthening Hospital Management and Promoting the Reform of

Public Hospitals

a) Conducting Performance appraisal of Public Hospitals

The 2019 Major Tasks for the first time specifically requires to
conduct performance appraisal of public hospitals. A national public
hospital performance appraisal information system is required to be
established. The performance appraisal of third-grade public
hospitals shall be universally carried out according to territorial
principle, and the appraisal results shall be announced to the public
in an appropriate manner. The 2019 Major Tasks requires to
promote the performance appraisal of public hospitals of the second
or lower grades. Before the end of November 2019, performance
appraisal measures for public medical institutions of the second or
lower grades shall be formulated. According to our observation, it is
a general trend for performance appraisal to be carried out in

hospitals across the country.

The performance appraisal of third-grade public hospitals was

started in China in 2019 according to the Opinions on Strengthening
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the Performance Appraisal of Third-Grade Public Hospitals issued
by the General Office of the State Council at the beginning of this
year. The performance appraisal criteria cover four aspects (medical
quality, operational efficiency, sustainable development, and
satisfaction evaluation) and include 55 indicators (including rational
drug use, use of essential drugs and centralized procurement drugs,
income and expenditure structure, cost control, etc.). The appraisal
results are linked to financial subsidies to the hospitals, medical
insurance payments, total amount of salary, and the hospital
director’s salary, appointment and dismissal, and rewards and

punishments, etc.

In order to effectively carry out the performance appraisal of third-
grade public hospitals in 2019, the NHC issued the National Three-
grade Public Hospital Performance Appraisal Operational Manual
(2019 Edition) on May 31, 2019, and this will provide public hospitals

with clearer guidance in this regard.

b) Optimizing the Income Structure of Public Hospitals and

Strengthening Medication Management

Compared with the 2017 Major Tasks and the 2018 Major Tasks, the
2019 Major Tasks puts forward specific requirements for optimizing
the income structure of public hospitals for the first time. It requires
to supervise and guide the establishment of a dynamic service prices
adjustment mechanism which is favorable for straightening out the
price comparison relationship and optimizing the income structure,

and to dynamically adjust hospital medical service prices.
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Following the full implementation of zero-markup drug policy across
the country, the 2019 Major Tasks requires to abolish the markup for
sale of medical consumables in public medical institutions as well. It
also requires to properly compensate the public medical institutions
for the reduced income caused by the policy of zero-markup medical

consumables.

Compared with the 2017 Major Tasks and the 2018 Major Tasks, the
2019 Major Tasks for the first time requires the NHC to made
administrative measures for medication management by medical
institutions by the end of September 2019. The 2019 Major Task
requires to strengthen medication management and standardization
in medical institutions. At the end of 2018, the NHC and another 11
ministries and commissions, in the Generic Drugs Work Plan, jointly
required to promulgate the Administrative Measures on the
Assessment of Rational Use of Drugs in Medical Institutions by the

end of June 2019.

c) Promoting the Salary System Reform in Public Hospitals

The 2018 Major Tasks proposed to timely summarize the experience
of the pilot program of salary reform in public hospitals and promote
the establishment of a salary system that matches the characteristics
of this industry. The 2019 Major Task further requires to deepen the
salary reform in public hospitals. For the first time, the Ministry of
Human Resources and Social Security is required to be responsible

for formulating guiding documents for the salary reform by the end
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of December 2019. The 2019 Major Tasks requires that the “two
permits”, meaning that medical and health institutions are permitted
to break through the current level of wage control for public
institutions, and that the revenue from medical services is permitted
to be mainly used for personnel rewards after deducting costs and
withdrawing funds according to provisions, be implemented, in order
that the proportion of personnel expenditures in public hospitals will

be at a reasonable level.

With the advancement of the Reform and the reform of the public
institutions by classification, the salary system in public hospitals has
become comparatively outdated. Medical professionals in China are
normally faced with a long training period, high professional risks,
great technical difficulty, and heavy responsibility. Establishing a
public hospital salary system that is in line with the characteristics of
the medical industry and reflects the value of knowledge is an
important part of the Reform and of great significance in mobilizing
the enthusiasm, initiative and creativity of medical professionals. In
light of the “two permits”, the pilot program of salary reform in public
hospitals starting from 2017 and the expanded pilot program carried
out in 2018, with the forthcoming guiding documents for the salary
reform by the end of December 2019, we are of the view that China

will fully implement the salary reform in public hospitals nationwide.

b) Strengthening the Management of Doctors

On April 21, 2019, Ma Xiaowei, director of the NHC, reported on the

management of doctors and the enforcement of the Medical
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Practitioners Law. He pointed out several key issues, such as
insufficient number of doctors, insufficient educational and training,
low quality of service, lack of rights protection mechanism and
insufficient performance of obligations, and proposed to solve these
problems by focusing on medical education, doctor admission,
doctor training, practice management, training of rural doctors, and
protection of the rights and interests of doctors and patients, etc.,
and amend the Medical Practitioners Law. The 2019 Major Tasks
proposes to promulgate administrative measures for strengthening
the management of doctors, which we expect may include

corresponding provisions to the abovementioned aspects.

Promoting the Pilot Program of Modern Hospital Management

According to the 2019 Major Tasks, the pilot program of modern

hospital management will be further promoted.

In order to realize modern, refined and scientific management of
hospitals, on July 14, 2017, the General Office of the State Council
issued the Guiding Opinions on Establishing a Modern Hospital
Management System. On December 20, 2018, the NHC, the NDRC
and other four departments issued the Notice on the Pilot Program
of the Establishment of Modern Hospital Management System (the
“Pilot Notice”), and selected 148 hospitals including the Beijing
Hospital as the pilot hospitals. According to the Pilot Notice, all cities
should support their pilot hospitals to establish a dynamic adjustment
mechanism for medical service prices, promote the reform of

payment methods focusing on payment based on disease types,
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VI.

establish and improve the mechanism of open and equal negotiation
and consultation between pilot hospitals and medical insurance
administration institutions, and carry out the salary reform in the pilot

hospitals.

Other Requirements

The 2019 Major Tasks also proposes tasks such as to support the
inheritance, innovation and development of Chinese medicine industry
and strengthen the quality management of Chinese medicines, to
further poverty alleviation in the health aspect, to provide more funding
and policy support for areas in deep poverty, to strengthen the capacity
of county hospitals in poor areas and improve the mechanism for urban
hospitals to provide professional support for rural hospitals, and to solve
the problem of lack of qualified doctors in some township hospitals and

village clinics.
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