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Historical Review and Reflections on China's Health Care
Payment Reforms: The Case of DRGs—based Payment

Gu Xin
(School of Public Affairs, Zhejiang University, Hangzhou 310058, China)

Abstract: As the top priority of China's new health care reform, provider payment reforms have been
set as a national strategy as early as in 2009. After 10 years of efforts, however, new payment methods
by health insurance, such as DRGs-based payment system, have yet to become the mainstream, nor
have they produced the effect of restructuring the incentive structure of the health care supply-side.
Most of the pilot reforms have a tendency towards scientism, elitism and mysticism, leading to bureau-
cratic powers playing a leading role in the grouping, pricing and quality assurance of DRGs. The nego-
tiation mechanism between the supply and demand sides, which embodies the characteristics of market

governance, has not been institutionalized. The functioning of community mechanism embedded in the
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market mechanism—that is, the association governance of the medical society/hospital association in
the formulation and implementation of the rules—is still absent. Strengthening market governance,
stimulating social governance, and improving bureaucratic governance lie at the core of the moderni-
zation of China's governance, and are necessary to promote the health care payment reform as well as
health care reform in the new era.

Key words: healthcare payment reforms; DRGs; incentive structure; innovation in public govern-

ance; community governance
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