Collaborative Governance in

China’s Health Sector:
A Comparison with Education,
Housing, and Long-Term Care
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What Is the role of the private sector Iin
contemporary China’s health sector, compared to

other sectors (e.g. education, long-term care,
affordable housing)?

Government initiatives to engage non-government
providers:

How prevalent across medium-sized cities?
What might explain heterogeneity in approach?
Examples of “collaborative governance”?

Descriptive/positive analysis (Vs.
prescriptive/normative)
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Public financing of health expenditures
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Figure 2a. GDP per capita and private share of
hospital outpatient visits, PRC 2010

O




Figure 2b. GDP per capita and private
share of inpatient admissions, PRC 2010
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Share of private primary school enrolment rose from
less than 2% in 2001 to over 5% in 2010.

Share of middle school enroliment in private middle
schools rose slightly more, from 2.5% in 2001 to
slightly over 8% in 2010.



Conceptual framework: Comparative advantage
of contracting out or collaborative governance

< Public (or sometimes private NP) providers have a comparative advantage for
health services with some combination of the following characteristics:
(a) hard to contract;
(b) involve pure public goods or high externalities;

(c) are not monitorable by patients, in the sense that they can discern provider quality distortions;
and

(d) are highly susceptible to inefficient patient sorting.

Examples might include care for the severely mentally ill, population-based health initiatives, blood
banks, and long-term care for elderly.

< Private providers have a comparative advantage for services that combine one or
more of the following features:
(a) readily contractible;
(b) quality monitorable by patients (directly or through provider reputation);
(c) susceptible to competition;

(d) not amenable to dumping of unprofitable patients, or for which risk
adjustment of payment is feasible and reasonably accurate; and

(e) incentives for rapid quality innovation are more valuable than low-
powered incentives for quality-damaging cost control.

Examples include elective surgery and most dental care, as well as the provision of
drugs and many aspects of primary care.

Eggleston and Zeckhauser, “Government Contracting for Healthcare,” published in Market-Based Governance: Supply Side,
Demand Side, Upside and Downside, John D. Donahue and Joseph S. Nye Jr., eds., Brookings Institute, 2002: 29-65.
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1. Emergency Medical Services

O

City Private Sector City Private Sector
Engagement Engagement
Cangnan Independent operation Jianshi No private participants
Mianyang Independent operation Yidu No private participants
Tai'an No legal private participants. Shapingba No private participants
Yichun No private participants Lianyungang No private participants

Ninghai No private participants Jiading Independent participation

Changyi Not enough data Cixi Independent participation
Xishui Not enough data Harbin No private participants
Pudong Not enough data Ningguo No private participants
Cangzhou No private participants Yan'an Independent operation
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“I think 1t almost impossible for private parties to
contract ambulance services, because of
specialization and high cost... Moreover, local people
hardly understand the concept of private
contracting. We have backward concepts.” —
Ambulance driver of Jianshi County, Hubel
Province.

Karen Eggleston, Stanford



2. Health Insurance & Services

()

City Private Sector City Private Sector
Engagement Engagement
Cangnan Contract outsourcing Jianshi No private participants
Mianyang Not enough data Yidu No private participants
Tai'an No private participants Shapingba Not enough data
Yichun No private participants Lianyungang No private participants
Ninghai Not enough data Jiading Government subsidy
Changyi No private participants Cixi Indepeﬂgsgittglp‘;a\r/ation, L
Xishui No private participants Harbin Independent operation
Pudong No private participants Ningguo Independent operation

Cangzhou Independent operation Yan'an UREREmEle! operatlon,. p_Ian
contract-out catastrophic ins.

CHC holds a majority stake (70%) in CHC International Hospital, a joint venture with
the local municipal government of Cixi located in Zhejiang Province. With a total
investment upwards of 870 million RMB, the hospital aims to admit its first patient
by mid-2013. The Tier 3A 500-bed 80,000 square meter general hospital will replace
the 150-bed Second People's Hospital that is now in place. nttp://www.chc-healthcare.com
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“Private hospitals certainly deliver worse services than public ones,
due to their limited resources and funds.” — Government officer,
Jiading County, Shanghai
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“Private hospitals need to fight for their life and actively compete for

patients. If we can have proper management, private hospitals could

be truly beneficial, helping to share the burden on public hospitals
and the government. Appropriate management and regulation are
the most crucial factors.” — Government Officer, Harbin,

Heilongjiang Province.

Karen Eggleston, Stanford



3. Elderly Care

O

Private Sector City Private Sector
Engagement Engagement
Cangnan No legal private participants Jianshi No private participants
Mianyang Government subsidy Yidu Independent operation
Tai'an government subsidy Shapingba Not enough data
Yichun Government subsidy Lianyungang Government subsidy
Ninghai Not enough data Jiading Government subsidy
Changyi Government subsidy Cixi Receiving subsidy
Xishui No private participants Harbin Receiving subsidy
Pudong Contract outsourcing Ningguo Receiving subsidy
Cangzhou Government subsidy Yan'an

Independent operation

Photo credit: Chris Lee
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“The biggest obstacle is attracting private firms, for it is almost impossible for a
private company to run a profitable nursing home according to the national
standard.” — Government officer, Cangnan county, Zhejiang Province.
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“Admittedly, private nursing homes have ameliorated the shortage of supply and
alleviated some of the pressure on the public sector. However, due to their limited
budgets, low quality facilities, and other problems, overall effectiveness is
limited/moderate.” — Government officer, Yinchun, Heilongjiang Province.

é‘a %SEE)JEEDDA%%ﬁiL ...... SFEAT AN Z BN AR - TR > 25
_Bl:E"JtE Z El Al

“We do not encourage the private sector to be involved in the elder care (long term

care) industry... Elder care should be undertaken by the government, since it is a

c%stly ﬁctivity, not a profitable business.” — Government officer, Jiading County,

Shanghai.

Karen Eggleston, Stanford



4. Care for the Disabled

O

City Private Sector City Private Sector
Engagement Engagement
Cangnan Government subsidy Jianshi No private participants
Mianyang No private participants Yidu Government subsidy
Tai'an Independent operation Shapingba Not enough data
Close collaboration between an
Yichun NGO and the government Lianyungang Government subsidy
agencies.

Private organizations and public
. s agencies interact closely to
IS PEMEISITE @ SR LUECIITE establish better service programs

Ninghai
for the disabled.
Changyi Government procurement Cixi Contract outsourcing
Xishui No private participants Harbin Receiving subsidy
Pudong Government procurement Ningguo No private participants
Cangzhou Government subsidy Yan'an No private participants
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“The government subsidy (for government procurement of
care for the disabled) is quite low — merely 3600 yuan per
patient. Private providers cannot sustain operations in such a
situation.” — Government officer, Xishui County, Hubel
Province.
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“We are running out of money, with little patronage from
welfare foundations... I wish that we can receive more aid and
notice from the society.” — Teacher at a care facility for
disabled, Lianyungang, Jiangsu Province.

Karen Eggleston, Stanford



5. Compulsory Education

City Private Sector City Private Sector

Engagement Engagement

Cangnan Not enough data Jianshi Independent operation

Some famous public schools
become shareholders of
Mianvang private schools by sharing Yidu
brands and teachers with the
latter ones.

Independent operation

Tai’ an Independent operation Shapingba Not enough data
Yichun No private participants Lianyungang No private participants.
Ninghai Independent operation Jiading Government franchise
Changyvi Not enough data Cixi Independent operation
Xishui Independent operation Harbin Independent operation
Pudong Government franchise Ningguo Independent operation

4 community primary schools
constructed by the community b .
Yan an Independent operation
developers and operated by E E
the government.

Cangzhou




» Mianyang, Sichuan (20,053 RMB per capita income)
In compulsory education, private education plays a significant role, and
service deemed to be of relatively high quality
Attract students who originally come from outside Mianyang

Government supports private education significantly

providing government-hired teachers, with official assurance that teachers
who go to private schools can return to the public schools;

subsidizing private kindergartens;

one of its county governments provides funding to a private middle school on
the same terms as for public middle schools .

» Jiading District, Shanghai (54,861 RMB per capita income)
Two types of Minban schools:
migrant children schools

o lower quality but vital : 56% of residents (‘& 33 A 1) are from other
provinces
o tuition and fees are exempted

private corporate schools (higher quality, higher tuition), operate
Independently

Karen Eggleston, Stanford



6. Affordable Housing

City

Cangnan

Mianyang

Tai’ an

Yichun

Ninghai

Changvi

Xishui

Pudong

Cangzhou

Private Sector

Engagement

Competitive bidding and
contract outsourcing.

Competitive bidding and
contract outsourcing.

Not enough data

Competitive bidding and
contract outsourcing.

Not enough data
Not enough data
Not enough data

Not enough data

Competitive bidding and
contract outsourcing.

City

Jianshi
Yidu
Shapingba
Lianyungang
Jiading
Cixi
Harbin
Ningguo

Yan’ an

Private Sector
Engagement

Competitive bidding and
contract outsourcing.

Competitive bidding and
contract outsourcing.

Competitive bidding and
contract outsourcing.

Competitive bidding and
contract outsourcing.

Contract outsourcing

No private participants

Competitive bidding and
contract outsourcing.

Competitive bidding and
contract outsourcing.

No private participants.




Unsurprisingly, private engagement is most common for
affordable housing, and absent for Emergency Medical
Services (where it Is technically illegal)

Few services appear to have truly “collaborative”
governance
Long-term care for elderly and disabled: a few cases of collaborative
governance across the 18 cities we surveyed.
Localities tend to adopt their own approaches to each
service; we found little correlation across cities in the
ratio of private engagement, or across services (Table 3).

Modest positive association between private engagement
(measured as the “collaboration ratio” in Figure 3) and
GDP per capita in each municipality we surveyed.

Karen Eggleston, Stanford



Extent of Collaboration in 18 Cities
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» Survey results confirm what the national and
provincial-level data suggested:

» Although localities differ in the extent of private
sector hospitals and clinics, in all surveyed cities
public sector continues as dominant insurer and provider;
few cities systematically contract with private providers;
no cities adopt an explicitly collaborative approach in the
health sector.
» Within health insurance, medical services and public
health, private engagement has been peripheral but
seems poised to expand.



Private sector role varies across subcomponents of
health sector

little presence in population health or emergency medical
services

significant presence in medical devices, pharmaceutical
manufacturing, and biomedical innovation.
Private presence in education iIs larger—comparable
for compulsory education, and greater for preschool,
vocational, and tertiary education.

Private role in in long-term care delivery and
affordable housing is larger still, and expanding.
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