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Executive Summary 

 

This  report provides an indepth analysis and evaluation of the recent developments in 

China’s healthcare market. It examines the role of various economic, political and 

demographic forces in shaping the future of the immature but fast-growing industry. Special 

attention is paid to the insurance sector, its key market players and their strategic moves.  

 

Pressured by the forces of quickly ageing population, structural development within the 

labour force and the rise of chronic illnesses, the Chinese healthcare system has been going 

through a decade of profound changes. Although the Chinese State has already achieved 

several  important milestones including the provision of public medical insurance; increased 

transparency in pharmaceuticital industry; and opening up to foreign investors, the speed of 

progress is still not sufficient to meet the needs of the heavily undersupplied market.   

 

To cope with the rising demands powered by growing personal disposable income, private 

companies have been continuously encouraged by government authorities to take the lead. 

A result of such empowerment was an unprecedented boom in healthcare ecosystems 

created through partnerships and M&A between the tech giants such as Tencent and Alibaba 

and the largest insurance providers. Along with these developments, greater market freedom 

has recently been granted to foreign insurance firms. Nevertheless, industries such as 

pharmaceutical manufacturing, distribution, and life insurance are still not fully open to 

foreign investors and are commonly dominated by State Owned Enterprises and favoured 

private firms, which impose significant market pressure on smaller private competitors.  

 

The future of the insurance industry is further predicted to be shaped by changing consumer 

preferences towards tailored products and increasing pressure from young affluent customers 

for digitally distributed products. The ability of the insurance providers to offer integrated 

solutions, allowing users to benefit from improved customer experience and simplified 

processes at every point of their medical journey, will be the primary determinant of their 

market success. Advancements in big data, along with development of AI-powered platforms 

are seen to be the primary enablers of these new healthcare ecosystems.  
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1. Introduction  

 

China’s Healthcare market is changing rapidly. As the country’s middle class becomes urban 

and wealthy, its members are seeking healthcare protection for their families. This paper 

examines the role of the key players in the China Healthcare markets, including the Party, 

State and Local Governments; regulators and policy influencers; State Owned Enterprises; 

domestic healthcare providers and international firms; insurance companies and 

intermediaries and how they are looking to shape the future of the market. It will further 

assess the role of the major technology platforms (i.e. Baidu; Alibaba; Tencent and ZhongAn) 

in shaping or disrupting the market. 

The paper will also analyse the key drivers behind previous and current market growth and 

how these, and other nascent drivers, will influence the further development of the market 

and its various components including product development and distribution; underwriting; 

servicing; claims management; network management etc.. The drivers to be assessed will 

include political, economic, social, technology, legal and environmental factors.  

 

1.1 China – An Economic Snapshot as of 2018  

Ageing Population 

In 2015 HAPI research stated that ‘China will be the first major economy to grow old before 

it grows rich’1. Steadily raising life expectancy and dropping fertility rates coupled with the 

magnitude of a 1.3bn population send a strong signal of the fast-ageing society. For China, it 

means that in a period of only 20 years (2005-2025) the percentage of citizens aged 65+ is 

predicted to double from 7% to 14%; a milestone which took other developed countries 60-

100 years to achieve. Although the government has recently allowed families to have up to 

                                                 
1 https://research.gsd.harvard.edu/hapi/files/2015/05/HAPI-Research-Brief-Demographics-of-China-final-draft-052715.pdf 
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2 children in an attempt to reverse decreasing birth rates, surging child-raising costs and 

higher participation of women in the labour force are likely to cancel the effect out2.  

From a historical perspective, a baby boom under Mao Zedong followed by the long-lasting 

restrictive ‘one-child’ policy3 are the major  causes of the significant misbalance between the 

narrow base of working-age population and an increasing proportion of citizens aged over 

65 (see Figure 1). A result of such asymmetry is the rise of age-related non-communicable 

conditions, such as mental illnesses and heart diseases, which government public services 

might not have the capacity to address.  

This, in turn, creates a growing opportunity for private insurers to create tailored products 

targeted towards the elderly, including o\in-home assistance and whole-of-life policies. 

 

Labour Market Restructuring 

Against the background of an ageing population, China is also experiencing a critical 

restructuring of the labour market. 

                                                 
2 https://www.scmp.com/news/china/policies-politics/article/2155366/chinas-ageing-population-problem-worsens-birth-and 
3 https://www.forbes.com/sites/kenrapoza/2017/02/21/chinas-aging-population-becoming-more-of-a-problem/#7b958541140f 

2018 2023 2028 

Figure 1: Demographic Timeline 
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The number of labour market newcomers aged 18-22 is expected to decrease sharply in the 

upcoming years, reducing by approximately 7mn young professionals annually4. According 

to CDRF 2011, by 2030 the proportion of workers aged 51-64 will significantly outweigh 

that of the youngest cohort, which will have a serious implication on China’s future 

economic development (See Figure 2).  

On top of this, China’s labour market is struggling to accommodate the inflow of highly 

educated workers, while having perpetual shortages for labour-intensive jobs5. The changing 

nature of the labour market will have critical implications for corporate insurance – 

significant product adjustment will be needed to accommodate the shifting talent landscape. 

Internal Migration 

Another factor contributing to China’s structural turnarounds is the phenomenon of 

explosive internal migration. After the ‘Hukou’ reforms, the number of migrants have soared 

– from 6.5m in 1982 to 221m in 2010, affecting mostly young people (under the age of 30) 

eager to move from rural to urban areas6. According to the sixth national census, the growth 

of permanent residents in the major economic regions, such as Beijing, Shanghai, and 

Guangdong was the most intensive over the past decade, leaving rural regions with even 

more misbalanced dependency ratio.  

                                                 
4 https://www.oecd.org/employment/leed/OECD-China-report-Final.pdf 
5 https://thediplomat.com/2015/02/chinas-changing-labor-conditions/ 
6 https://www.adb.org/sites/default/files/publication/191876/adbi-wp593.pdf 

Figure 2: Ageing Labour Force 
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With the inflow of a younger generation comes an increase in cheaper modes of 

transportation such as motorcycles, creating the need for inexpensive insurance coverage 

available for purchase through online channels.  

Policy and Regulation  

Inbound and Outbound Investment Policies 

China is continuing to open its markets to foreign investors through extensive deregulation 

of critical industries and creation of business-friendly environment in major economic 

districts of Guangdong Province’s Greater Bay Area and Free Economic Zones.  

In 2017, the Chinese government announced additional relaxations of cash management and 

currency controls to lessen operational complexities for international firms7. The Ministry 

of Commerce has recently published a report proposing to ‘loosen rules controlling foreign 

investments in domestic A-share market’. Another important proposal from the Chinese 

authorities concerned the minimum financial requirements for strategic investors; the 

presented plan aimed at reducing the cap of asset ownership from US$100mn to US$50mn, 

and minimum asset management value from US$500mn to US$300mn8. 

The opposite has been happening with regards to outbound cashflow, which China aims to 

put under stricter control. According to the National Development and Reform Commission, 

all foreign transactions conducted by Chinese firms and their legal entities abroad have to be 

reported through the online information system, supported by the Government. The new 

process is needed to identify ‘irrationally’ big investments, which can negatively influence 

the value of the Yuan as happened in 20179.  

Foreign Capital Requirements to Establish an Enterprise 

The process of establishing a legal entity in China remains a major challenge for potential 

foreign investors. Although there have not been any major simplifications in terms of the 

requirements that international firms have to comply with, the new ‘One Window, One 

                                                 
7 https://www.theglobaltreasurer.com/2018/03/01/chinas-regulatory-changes-stimulate-international-interest/ 
8 https://www.scmp.com/business/banking-finance/article/2157521/china-relaxes-foreign-stock-investment-rules-boost-share 
9 https://www.scmp.com/news/china/economy/article/2125725/china-sets-new-rules-overseas-investment-its-biggest-deal-makers 

https://www.scmp.com/business/banking-finance/article/2157521/china-relaxes-foreign-stock-investment-rules-boost-share
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Form’ procedure introduced on June 30th 2018 is expected to shorten the authorisation 

process through consolidation of several  previous steps. As stated in the policy, companies 

will have a centralised point to apply to for business registration instead of filling in a 

multitude of separate form for different departments. The application process is expected to 

be further improved through the introduction of an online platform, allowing investors to 

complete the majority of registration steps free of charge10. 

Belt and Road initiative to encourage global collaboration 

The Belt and Road Initiative – launched in 2015 by the National Development and Reform 

Commission – aims to create a highly connected, easily accessible business environment 

across Asia, the Middle East, and Central and Eastern Europe to encourage collaboration and 

trade among the developing countries11. If kept on track, this plan will help China to support 

its growth rates even during the periods of recession, through improved economic 

diversification, as well as to stimulate trade activity in the less economically active boarder 

regions 12 . For potential investors it promises improved infrastructure and resources 

conducive to conducting business 13, with China benefitting the most from its increased 

exposure to global trade flows.   

Greater Bay Area Plan 

International connectivity and expansion are not the only macro-economic strategies of 

China’s Government; there is a need for improved synchronisation of regulations and 

economic activity between Hong Kong, Macau, and Guangdong province, which currently 

operate under ‘one country, three systems’ slogan14. China’s Greater Bay Initiative aims to 

integrate these three regions and transform them into the new Tech Hub to directly compete 

with ones in San Francisco and Tokyo Bay as part of its ‘Made in China 2025’ strategy 15.  

                                                 
10 http://www.china-briefing.com/news/2018/05/21/china-to-simplify-business-registration-for-foreign-investors.html 
11 https://beltandroad.hktdc.com/en/belt-and-road-basics 
12 https://www.theguardian.com/world/2017/may/12/the-900bn-question-what-is-the-belt-and-road-initiative 
13 http://china-trade-research.hktdc.com/business-news/article/The-Belt-and-Road-Initiative/The-Belt-and-Road-
Initiative/obor/en/1/1X3CGF6L/1X0A36B7.htm 
14 https://www.scmp.com/special-reports/business/topics/special-report-greater-bay-area/article/2147716/can-chinas-greater 
15 https://www.chamber.org.hk/FileUpload/201710040918418786/The-greater-bay-area-initiative_EN.pdf 

 

https://beltandroad.hktdc.com/en/belt-and-road-basics
https://www.scmp.com/special-reports/business/topics/special-report-greater-bay-area/article/2147716/can-chinas-greater
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Economic Development 

Despite the ongoing trade war with the US and uncertainty over broader Emerging Market 

econonies, China’s economic growth remains strong, showing a reported 6.9% GDP increase 

in 2017 and 6.8% in the first quarter of 201816. Although inbound investments have been 

slowing down relative to the previous decade, the overall decrease has been offset by the 

strengthening growth of household consumption. That indicates that after the decades of 

uncontrolled success, the economy is finally rebalancing towards more quality growth17. This 

is especially noticeable in high-tech sectors, such as e-commerce, where China continues to 

drive the frontier, building its capabilities on the biggest number (700m) of internet users, 

more than a third of which are digital natives.18 

Looking at the micro-level, the last decade has witnessed an unprecedented rise of China’s 

middle-class (see Figure 3). According to McKinsey, by 2020 as much as 76% of China’s urban 

population will be considered middle-class, with 54% migrating to the upper-middle-class 

segment19. Their annual income will also rise by a minimum of 40% with the new range 

being between US$16,000 and US$34,00020. As mentioned above, consumer spending of the 

                                                 
16 http://documents.worldbank.org/curated/en/510581527687140906/pdf/126710-WP-PUBLIC-CEU-May-2018-EN-002.pdf 
17 http://documents.worldbank.org/curated/en/510581527687140906/pdf/126710-WP-PUBLIC-CEU-May-2018-EN-002.pdf 
18 https://www.imf.org/en/News/Articles/2018/07/25/na072618-chinas-economic-outlook-in-six-charts 
19 https://www.incorpchina.com/wp-content/uploads/2018/06/china-Wealth_China’s-Middle-Class-as-Percent-of-Urban-Households.png 
20 https://www.businessinsider.com/chinas-middle-class-is-exploding-2016-8 

 

Figure 3: Distribution of Income Levels 
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emerging upper-middle class will also follow the ascending trend, showing a 22.4% increase 

from 2012 to 202221.  

Accompanying the soaring incomes is a change in consumer preferences (see Figure 4). 

Interest in discretionary goods, such as dining out, apparel, and entertainment, is expected 

to increase signficantly. Overall, Chinese consumers are paying increasing attention to the 

lifestyle services and experiences. In addition, there is a noticeable switch from mass-market 

products to more unique branded offerings, even if it means a substantial price increase.22 

With customers’ purchasing choices indicating a shift ‘from more to better’, imported foods, 

beverages, and health products were at the very top of the grocery list in 2016 for all 

households, irrespectively of their income level23. Importantly, CCI (Consumer Confidence 

Index) in 2018 remains strong in all tier cities and continues growing in the second- and 

third-tier 24, signalling raising wealth in all society stratu. This has an important implication 

for it the product development in the insurance sector as consumers are becoming aware of 

existing options and demand  more tailored solutions 

 

                                                 
21 https://www.mckinsey.com/industries/retail/our-insights/mapping-chinas-middle-class 
22 https://www.mckinsey.com/industries/retail/our-insights/here-comes-the-modern-chinese-consumer 
23 http://economists-pick-research.hktdc.com/business-news/article/Research-Articles/China-s-Middle-Class-Consumers-Preferences-and-
Spending-Trends/rp/en/1/1X000000/1X0AAQP5.htm 
24 https://www.nielsen.com/cn/en/insights/news/2018/china-consumer-confidence-index-remained-high-in-q2-20181.html 

Figure 4: Consumer Preferences 
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2. Overview of China’s Healthcare Industry  

 

2.1 Development of China’s Healthcare Industry 

National Health Indicators 

 

According to the World Health Organisation, since the launch of its first development 

reforms, China has made significant progress on raising general population healthcare 

indicators.  

 

By 2015, due to diminishing child and infant mortality as well as substantially 

enhanced economic conditions, average life expectancy at birth has increased to 76.3 

years from only 67 years in 1990 25 . Moreover, China has further successfully 

introduced preventive treatment programs and managed to reduce the occurrence of 

several health threatening diseases, such as tuberculosis, poliomyelitis, and hepatitis 

B. Although the Chinese healthcare system has undergone noticeable 

transformations, the ruling party is still expected to address several serious challenges 

related to growing regional inequality, ageing population, and intensified migration 

in the shortening period of time.  

 

Macro View 

                                                 
25 
http://apps.who.int/iris/bitstream/handle/10665/206614/WPRO_2016_DPM_003_eng.pdf;jsessionid=13925DF7B1F7DF34DCE43
D690C0046B2?sequence=1 

Figure 5: Sources of Healthcare Expenditures 
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China’s healthcare industry has been booming for already a decade without any signs 

of slowdown (see Figure 5). 

 

Since becoming the second largest pharmaceutical market in 2014 26 , China’s 

healthcare sector has shown strong year-on-year growth, reaching US$853.7bn in 

201627. It was further projected to grow by 12% in the next two years hitting a target 

of US$1 trillion by 2020 and US$2.3 trillion by 203028. Total healthcare expenditures 

have also exhibited an upward trend, growing from US$126.1bn in 2006 to almost 

US$700bn in 2016 with 11% CAGR in the past three years, significantly exceeding 

the growth rate of the broader economy. Although healthcare spending in China 

(6.2% of GDP) is slightly higher than the APAC average, it is still much lower than 

that of the major OECD countries (9.3%) and almost three times less than that of the 

United States (17%). Yet, it is expected that China will be slowly closing this gap with 

time as healthcare market matures and regulatory framework refines.  

 

Market Deregulation 

 

Along with increasing expenditures, China’s Government has long been working on 

deregulating the healthcare market, encouraging more Chinese private healthcare 

companies as well as overseas enterprises to establish a presence in China.  

                                                 
26 Annual Report of China’s Healthcare Industry (31st May, 2017) by China Chamber of Commerce 
27 http://www.china-briefing.com/news/2018/02/19/healthcare-reforms-underscore-market-growth-china.html 
28 https://www.prnewswire.com/news-releases/developments-in-chinas-healthcare-industry-653613093.html 
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In 2015, to meet the needs of its underserved population, authorities issued additional 

policy directives aimed at fostering ‘fair’ competition in areas such as diagnostic, 

general and specialised health services29. However, private investors are still facing 

significant challenges when entering the healthcare market and the decentralised 

regulatory environment further complicates the licensing process as it varies 

significantly depending on the province or region30.  

 

However, contrary to forecast obstacles, the number of private clinics in China 

continues to grow and in the last 6 years has doubled to 16,900 in 2017, accounting 

for 57.2% of all hospitals in China31. This is potentially a result of Government policy 

decisions to allow 100% foreign ownership of private clinics along with full 

acquisition of existing ones.  

 

Altogether, current economic and political conditions are creating a unique 

opportunity for  new entrants to not only provide high quality customer-centred 

health services but also to create an interconnected health eco-system, including 

wellness, insurance coverage, and medical care.  

  

                                                 
29 https://openknowledge.worldbank.org/bitstream/handle/10986/24720/HealthReformInChina.pdf 
30 https://openknowledge.worldbank.org/bitstream/handle/10986/24720/HealthReformInChina.pdf 
31 http://en.nhfpc.gov.cn/2017-09/30/c_73091.htm 
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Healthcare System Reforms 

 

In line with the broader market reforms, China’s healthcare system has undergone a 

significant transformation through the introduction of nationwide healthcare 

insurance for different population segments and a major restructuring of service 

delivery channels.  

 

In its goal to make medical care more accessible and affordable to the general public, 

China’s Government has eliminated a previous 15% mark-up on drugs in hospitals, 

which originally served as a substitute for diminishing Government subsidies. As part 

of their 2009 reforms, authorities introduced the list of essential drugs (EDL), which 

included pharmaceutical products from both western and Chinese medicine. All 

primary healthcare entities in townships and provinces are required to maintain a 

reasonable stock of the listed goods and are not allowed to impose the 15% mark-up 

on them to ensure accessibility of basic drugs to diverse population groups 32. To 

further drive prices of drugs down, hospitals are required to purchase products 

through a bidding process rather than directly from distributors. These new policies 

indeed resulted in cheaper pharmaceutical products, but it also prompted healthcare 

providers to significantly increase their service charges to make up for the lost 

income33. Unintended effects of one-sided regulations demonstrated the need for a 

more systemised and integrated approach. Thus, new policies issued in 2015 aimed to 

tackle several problems simultaneously. To enhance public hospital performance, the 

Government will grant hospitals management greater autonomy and help them to 

develop new sources of revenue. To increase the quality of healthcare services 

provided, payment systems and incentives for physicians will be improved. Finally, it 

was proposed to initiate downward resource allocation to community-based primary 

care facilities to make medical services more accessible. 

 

  

                                                 
32 https://www.annualreviews.org/doi/pdf/10.1146/annurev-publhealth-031816-044247 
33 https://www.annualreviews.org/doi/pdf/10.1146/annurev-publhealth-031816-044247 
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2.2 Healthcare Industry Structure 

China’s healthcare system has been experiencing major structural changes as part of 

the Healthy China 2030 initiative. The Government’s primary goal was the provision 

of accessible and affordable medical care to the entire population through 

introduction of new healthcare plans and market deregulation.  

 
Healthcare Delivery 

  

Healthcare delivery institutions in China are commonly differentiated based on their 

geographical location. There are currently 5 levels used to classify all medical care 

providers: Central, Provincial, Prefectural, County, and Township34. Each regional 

authority starting with County level and higher is responsible for the provision of a 

functioning health bureau, forming a vertically integrated healthcare system. 

Additionally, China has established specialised public health services, which are 

different from the primary care providers; they are commonly concerned with 

‘Disease Control and Prevention’ as well as ‘Healthcare agencies for Women and 

Children’. According to the most recent statistics, there are currently 24,866 

specialised public health institutions and 926,518 primary healthcare providers, of 

which the majority (nearly 70%) are Village Clinics. The next most popular provider 

is Outpatient Department, constituting 23% of total healthcare institutions. Finally, 

there are only 36,795 Township Health Centres (<5%) and the rarest (<4%) are 

Community level Medical Centres35.  

 

Curative Healthcare 

 

Curative care in China is provided by public and private hospitals, which are 

categorised into several levels, depending on the quality of health services provided, 

educational and research work conducted, and the degree of doctors’ qualifications. 

First-tier hospitals are usually run on the Township level, while those at second-tier 

are responsible for providing healthcare services at the County and Prefectural level. 

                                                 
34 https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5360409/#b3-clep-9-167 
35 China Statistical Yearbook 2017 
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Third-tier hospitals are perceived as providers of advanced medical care, which serves 

the entire Province or even the whole nation36. Within each tier, hospitals are also 

ranked A or B based on their functions, equipment, and services offered. Third-tier 

hospitals designated Class A are usually considered the best. Both, private and public 

hospitals are ranked by the government using outlined classification framework.  

 

Drug Delivery  

 

Most prescribed drugs in China (approximately 70%) are sold through hospitals and 

other primary care providers with the remaining sales delivered by small pharmacies 

across the country37.  

 

Pharmaceutical products pass through a complex supply chain and many hands on 

their way from the manufacturing facility to the end consumer. It is common for 

medications travelling to healthcare institutions and drug stores located in villages 

and rural areas to pass through several layers of distributors; from those operating at 

national level to smaller local ones38. Such a long supply chain has long been the 

primary reason for steadily increasing mark-ups as each distributor adds on his profit 

share to the price. To reduce such socially damaging schemes, Chinese authorities are 

introducing the ‘Two-Invoice System’ aimed at reducing the number of distributers, 

making their activities more transparent and naturally reducing soaring margins39. 

This regulation only allows two invoices to be issued; one from the manufacturing 

facility to the distributor, and the second one from the distributor to the final 

consumer (hospital)40. The only exceptions are granted to imported drugs and inter-

company transfers as well as hospitals located in rural areas.  

 

  

                                                 
36 https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5360409/#b3-clep-9-167 
37https://www.dbs.com/aics/templatedata/article/generic/data/en/GR/052018/180504_insights_china_pharmaceuticals_a_brigh
ter_future_for_fewer_players.xml# 
38 https://www.atkearney.com/documents/10192/265152/Chinas_Pharmaceutical_Distribution.pdf 
39https://www.mckinsey.com/~/media/McKinsey/Industries/Pharmaceuticals%20and%20Medical%20Products/Our%20Insights/I
mplementing%20a%20two%20invoice%20system%20in%20Chinas%20MedTech%20market/Two-Invoice-System-in-MedTech-
McKinsey-White-Paper.ashx 
40 https://www.bakermckenzie.com/en/insight/publications/2017/02/china-new-two-invoice-system 
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2.3 Challenges  

Challenge 1: Insufficient public healthcare insurance coverage  

 

Although recently introduced public healthcare plans have indeed provided more 

than 95% of the population with basic medical insurance, its coverage is very basic, 

resulting in a third of the costs still being borne directly by patients. The situation is 

worse for rural citizens as their insurance fund (NRCMS) constantly faces financial 

constraints further limiting the reimbursement amount. Moreover, neither of the 

public health insurance schemes have coverage for critical illness cases, such as cancer 

and diabetes, which have the most severe impact on the affected families41.  

 

Challenge 2: Limited access to insurance benefits 

 

Another significant issue arises when it comes to internal migrants receiving medical 

assistance outside of their place of registration. In this instance, insurance benefits can 

only be claimed at the place of person’s  official registration, meaning that the patient 

has to either cover full costs out-of-pocket or return to their previous residency 

incurring additional travel expenses. There are currently 245m of underinsured 

migrants in China classified as ‘floating population’42, providing significant market 

potential for private insurers.  

 

Challenge 3: Lack of quality controls in drug production process 

China’s pharmaceutical industry has been continuously scaling up its drug production 

capacity. According to the Financial Times, China’s supply of active ingredients and 

manufactured products make up 40% of the global production 43 . The quality of 

China’s pharmaceutical goods, however, has been heavily criticised due to 

reoccurring scandals of dangerous elements found in them, which in some cases had 

lethal consequence44. This issue is compounded by the Government’s attempts to 

                                                 
41 http://fortune.com/2016/07/10/china-healthcare-costs-debt/ 
42 https://gbtimes.com/chinas-migrant-population-declines-for-a-second-year 
43 https://www.ft.com/content/38991820-8fc7-11e8-b639-7680cedcc421 
44 https://supchina.com/2018/07/17/chinas-continued-food-and-drug-quality-problems/ 
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improve pharmaceutical accessibility of drugs by decreasing their prices, which is 

likely to negatively impact already low quality levels and create further distrust 

among patients. Overall, the need for more sophisticated insurance products is 

undeniable: rising income levels and general distrust in public healthcare systems 

coupled with emerging demographical issues is more than likely to turn consumers 

towards private medical care. 

Challenge 4: Adaptation to ‘Two-Invoice System’ 

 

To comply with the recently announced ‘Two-Invoice System’, larger distributors will 

have to acquire smaller competitors in order to gain access to distant provinces and 

hospitals in rural areas. Unexpected M&A coupled with decreased margins are likely 

to have a significant impact on distributers’ financial health as well as create a need 

for due diligence and third-party compliance assessments. Furthermore, 

manufacturers are likely to need to undergo a profound structural transformation, 

completely reshaping their business models. Overall, the ‘Two-Invoice System’ will 

ensure better financial transparency and quality control, but will also bring short- to 

medium-term uncertainty to the industry.  
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3. Impact of Policy and Regulation 

 

China’s healthcare system is undergoing a period of significant reform. With a complex 

regulatory framework and major medical schemes having structures unique to China’s social-

economic environment, the government is attempting to tackle a number of challenges 

through reforms in four major aspects.   

 

3.1 China’s Healthcare Market Regulatory Framework 

The regulation of China’s healthcare market involves multiple stakeholders (see Figure 6). 

Under the supervision of the State Council, there include six key stakeholders that oversee 

different parts of the healthcare industry.  

Figure 6: Key Stakeholders in China Healthcare Market Regulatory Framework 

Regulatory body Function and Responsibility 

The State Council  Defines overall strategies and oversees the government bodies 

below  

  The National Health Commission 

(NHC)45 

Responsible for formulating industry policies, supervising the 

operation of state-owned hospitals, drug registration and safety 

and quality administration, disease prevention, etc.  

  The National Development and Reform 

Commission (NDRC)46 

Price-setting for drugs and medical services  

  The Ministry of Human Resources and 

Social Security (MoHRSS)47 

Responsible for national labour policy standards, regulation, 

and managing the national social security system, including 

social insurance management  

  The Ministry of Commerce (Mofcom)48 Regulates the distribution of medical and medical equipment  

  The Ministry of Finance (MoF)49 Investment in healthcare sector and subsidies for health 

insurance  

                                                 
45 The National Health Commission, formerly known as the National Health and Family Planning Commission of the People’s Republic of 
China (NHFPC); accessed from http://en.nhfpc.gov.cn 
46 The National Development and Reform Commission (NDRC); accessed from http://en.ndrc.gov.cn 
47 The Ministry of Human Resources and Social Security; accessed from http://www.mohrss.gov.cn 
48 The Ministry of Commerce People’s Republic of China; accessed from http://english.mofcom.gov.cn 
49 The Ministry of Civil Affairs of the People’s Republic of China; accessed from http://www.mca.gov.cn 

http://en.nhfpc.gov.cn/
http://en.ndrc.gov.cn/
http://www.mohrss.gov.cn/
http://english.mofcom.gov.cn/
http://www.mca.gov.cn/
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  The Ministry of Civil Affairs Medical aid for the poor 

3.2 Basic Medical Insurance Schemes 

Stage 1: Early healthcare access scheme (1950s – 1980s)  

The healthcare system between 1950s and 1980s was managed in a highly centralised 

fashion. Rural areas have the largest demand for healthcare services. The Rural Co-operative 

Medical Scheme (RCMS) consists of individual income contribution, a village collective 

welfare fund and subsidies from the central government. It was established for rural 

healthcare access, as ‘barefoot doctors’ 50, township health centres and country hospitals 

provided all the medical access to Chinese.  

Stage 2: Healthcare reform debate (1990s) 

The 1990s witnessed an intense debate as to whether the healthcare system should be 

government-led or market-driven. The NHC by then argued that healthcare services, as state 

welfare, should have been controlled within the public sector instead of the private sector. 

As a result, the NHC was against the idea of marketing the healthcare industry. However, 

the healthcare needs in urban areas had expanded rapidly since China’s reform and opening 

up in 1978, which led on the debate of healthcare reform. In 1998 the government initiated 

the Urban Employee Basic Medical Insurance (UEBMI) to give healthcare access to urban 

working and retired employees in both public and private sectors. As a mandatory scheme, 

the UEBMI was overseen by the MoHRSS and administered at a municipal level.  

Stage 3: The marketisation of China’s healthcare industry (2000s) 

Since 2000, China’s healthcare industry started to shift toward a market-driven model. The 

SARS outbreaks in China between 2002 and 2003 revealed a significant number of issues 

rooted in China’s healthcare system; the monopoly of public hospitals and its low efficiency 

and medical quality, insufficient coverage of healthcare insurance, inflexible and lack of 

                                                 
50 The ‘barefoot doctors’ refer to those who were trained in basic hygiene and traditional Chinese medicine. These people were the most 
fundamental form of healthcare access especially in rural China before 1990s.  
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healthcare access under higher social mobility, etc. A series of incidents exposed during the 

SARS outbreaks accelerated healthcare industry reform.  

In 2003, the Government introduced the New Rural Co-operative Medical Care Scheme 

(NRCMS). The NRCMS is a voluntary scheme subsidised by both central and local 

governments. Under the supervision of the NHC, the NRCMS covers expense in public 

healthcare facilities at all levels, although the rate varies by region and by type of facilities. 

With a rapidfast expansion of the scheme, over than 90% of China’s total population was 

enrolled in the scheme by 2008.  

However, the NRCMS has certain limitations. Firstly, the medical cost covered by this 

scheme is mostly limited to catastrophic and inpatient care, which makes it less efficient in 

reducing out-of-pocket medical costs. Moreover, as the coverage varies across level of 

healthcare facilities, patients end up paying 10-20% more if they visit a hospital at a higher 

level. Thirdly, fee-for-service in healthcare system leads to over-subscription or treatment, 

and consequently higher medical costs.   

In 2007, the Government also introduced the Urban Residents Basic Medical Insurance 

(URBMI) for urban residents who are not covered by the UEBMI. As a voluntary medical 

insurance overseen by the MoHRSS and administered at municipal level, the scheme is 

contributed by both the individuals and government. By 2015, over 95% of urban residents 

joined the scheme which largely benefited low-income urban residents.  

Stage 4: The accelerating reform (2010 – present) 

Today China’s ongoing healthcare and medical insurance reforms aim to provide the entire 

population with affordable and accessible healthcare. Although the current healthcare 

reform still has significant scope for improvement, the proportion of the country’s 

population that has gained basic insurance coverage has increased from less than 10% to 95% 

in only 15 years.  

Nevertheless, significant disparities between different insurance schemes still persists (see 

Figure 7). Since contribution to UEMBI comes from employees’ wages, it provides more 

extensive access to medical institutions and greater overall coverage, especially in the first-

tier cities such as Shanghai and Beijing. URBMI and NRCMS, in contrast, are primarily 
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funded by different Government systems (i.e. MoHRSS and NHC) and Provincial authorities, 

which limit the amount of total contribution, making insurance premiums dependent on a 

region’s level of wealth. Additionally, the two separate schemes increase the Government’s 

administrative burden, leading to issues such as duplicate insurance enrolment, overlapping 

Government financial allowances, duplicated administrative institutes’ construction and 

employment, and excessive complication around insurance IT system development, support 

and maintenance51. To promote healthcare access for both rural and urban residents and 

reduce the inefficiency caused by different schemes, the government decided to merge 

NRCMS and URBMS to create a universal basic medical scheme in 2016, with pilots being 

rolled out in cities such as Beijing and Henan.  

 

 

                                                 
51 https://bullcity.lawyer/know-merger-chinas-urban-rural-resident-basic-medical-insurance-schemes/ 

Figure 7: China's Basic Medical Insurance (BMI) Schemes 

  Urban Employee 

Basic Medical 

Insurance 

(UEBMI) 

Urban Resident Basic Medical 

Insurance  

(URBMI) 

New Rural Cooperative Medical 

System  

(NRCMS) 

Regulatory 

body 

MoHRSS MoHRSS NHC 

Provision Mandatory for urban 

employees of state-

owned and private 

enterprises 

Voluntary for Urban Residents 

not eligible for UEBMI, such as 

children, students, seniors, etc 

Voluntary for Rural Residents 

Fund 

contribution 

≈ Employer: 6%  

≈ Employee: 2%  

Government: ¥420/person 

Individuals: ¥90-180/person 

Government: ¥420/person  

Individuals: ¥90-180/person 

Total per capita 

Exp. 

 ≈ ¥3,558 yuan/person.   ≈ ¥1,412 
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3.3 Focus of the Healthcare Reforms 

To tackle the challenges in the healthcare industry, China’s Government has set forth a 

number of areas to prioritise in its reforms. Drawing on the concept of Chinese traditional 

architecture structure, the government has specified a model of ‘Four Beams’ and ‘Eight 

Columns’ for its healthcare system reform (See Figure 8) 52.  

 

The ‘Four Beams’ refer to: 

1) Public healthcare service 

To provide equal medical access to urban and rural residents, especially for healthcare 

education, epidemic prevention and family planning 

 

2) Medical service provision 

To develop a primary healthcare service provided by both state-owned institutions 

and private sectors 

 

3) Drug supply  

To establish a national system for essential drugs  

 

4) Medical insurance 

To expand basic medical insurance programmes from social security to private 

insurances  

Additionally, the ‘Eight Pillars’ in support of the ‘Four Beams’ include management system, 

operational system, input system, pricing system, supervision system, talents and R&D 

policy, information technology as well as laws and regulations.  

                                                 
52 https://books.google.com.hk/books?id=_bZUDQAAQBAJ&pg=PT36&lpg=PT36&dq=四梁八柱+医药改革
&source=bl&ots=8dCDU59D5w&sig=N7_tQaF1eXa7fUOBdg9aoxBzPUs&hl=en&sa=X&ved=2ahUKEwjF0oyzrrfdAhUaZt4KHcz4BloQ6AEwCXoE

CAEQAQ#v=onepage&q=四梁八柱%20医药改革&f=false 
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The 13th Five-year Plan for 2016 – 2020, stated that the healthcare industry reform will 

cover five aspects, including creating a new multi-level healthcare structure53; supporting 

private healthcare service providers to meet increasing demand for additional treatment54; 

promoting medical supply security and comprehensive supervision; as well as optimising 

hospital management and operations. Subsequently, the NHC issued the Healthy China 2030 

Planning Outline in Oct 201655. As a recent comprehensive framework on the goals and plans 

of its healthcare reform, the document outlines the strategic theme of ‘co-building, sharing 

and health for all’, and sets out the targets by 2030, including raising life expectancy to 79, 

substantially improving health services quality, expanding health industry through reforms 

in health insurance, pharmaceutical and medical instruments systems, as well as establishing 

inclusive regulatory systems, etc. 

Figure 8: ‘Four Beams’ and ‘Eight Columns’ of China’s Healthcare Reform 

Public healthcare 
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53 The General Office of the State Council, Guiding Opinions of the General Office of the State Council on Propelling the Building of a 
Hierarchical Diagnosis and Treatment System, accessed from 
http://www.nhfpc.gov.cn/yzygj/s3594r/201509/29b86ee9cd4c4e8f8b56800084e7a8c4.shtml∂ 
54 http://en.nhfpc.gov.cn/2017-05/23/c_72754.htm 
55 http://www.who.int/healthpromotion/conferences/9gchp/healthy-china/en/ 
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4. Key Market Players 

 

4.1 State-Owned Enterprises  

Aiming to cut excessive industrial capacity, the Chinese government has been undertaking 

major market consolidations across industries, including healthcare and pharmaceutical 

sectors56. According to DBS research, the majority of the biggest pharmaceutical distributors 

are State-Owned Enterprises, with rankings unlikely to be changing in foreseeable future as 

SOE’s market share is only going to increase with introduction of ‘Two-Invoice System’. As 

additional proof of China’s growing stake in pharmaceutical sector, the two largest state 

owned companies – China Resources Pharmaceuticals (94th) and Sinopharm Group (194th) 

were listed in the Fortune China 500 last year. SOEs, however, not only dominate the 

pharmaceutical sector, but also exercise considerable market power in the insurance industry. 

China Life Insurance Ltd. – a large state-owned financial insurance enterprise – holds a 

market leading position and has been listed in the ‘Fortune Global 500’ for 16 consecutive 

years57.  

 

China Resources Pharmaceuticals (CRP) 

China Resource Pharmaceuticals is a state-owned investment holding company, focusing on 

R&D, manufacturing, distribution, and retail of pharmaceuticals and healthcare products. 

Apart from product-related activities, CRP also offers warehousing, logistical, and other 

value-added services58. In 2017 financial year, the group recorded a total revenue and profit 

increase of 11.6% and 18.8% respectively, with pharmaceutical distribution accounting for 

82% of total revenue59. Predictably, leveraging on the ‘Two-Invoice System’, CRP continued 

expanding its distribution network to other provinces such as Jiangxi, Hainan, Qinghai, and 

Xinjiang. Altogether, CRP serves 27 provinces and a wide range of healthcare companies, 

including 5,475 Class 2 and 3 Hospitals, 37,941 primary medical institutions, and 30,270 retail 

pharmacies.  

                                                 
56 https://www.scmp.com/news/china/economy/article/2113869/past-its-use-date-warps-chinas-antiquated-policy-picking-industr 
57 https://www.chinalife.com.cn/yw/index/index.html 
58 https://www.bloomberg.com/quote/3320:HK 
59 http://www.crc.com.hk/IR/results/direct/crpcg/201807/P020180726653761918845.pdf 
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Sinopharm Group Co Ltd 

Sinopharm group was established in 2003 and is primary engaged in pharmaceutical 

distribution of pharma products, medical devices, and other healthcare products60. Over the 

last 5 years, Sinopharm, including subsidiaries, has demonstrated strong YoY  growth with 

CAGR of 13.58%. Relative to CRP, the Group has wider distribution coverage of 31 

provinces, supplying 15,023 hospitals (including 2,301 Class 3 hospitals), over 120,000 

primary healthcare institutions and 87,246 retail pharmacy61. Sinopharm’s future goals are 

focused on creation of vertically integrated supply chain from pharmaceutical manufacturer 

to the retail drug stores, powered by innovative technology platform.  

 

China Life Insurance 

China Life (a state-owned company) was established in 200362 with its primary focus on life 

insurance products and has since extended into healthcare and investment industries. At the 

end of 2017, with over 500mn customers and 268mn active policies, China Life’s market 

capitalisation reached US$121b making it the most valuable insurance company in the world. 

China Life continues improving its customer service through leveraging its technological 

capabilities. Earlier last year it introduced its ‘Health Platform’ along with mobile claims 

services and claims settlement via WeChat. Three major sales channels used by China Life 

include Exclusive Individual Agents (the biggest in terms of revenue), Bancassurance, Group 

Insurance Channel, and Others such as medical expenses insurance and basic social 

healthcare programs63. 

 

4.2 Insurance Companies 

According to recent research by Allianz, China is going to become the world’s largest 

insurance market overcoming the current leader, the US, by 202864. Statistics also shows that 

the number of private insurance companies, offering both life and P&C (including health) 

                                                 
60 http://ir.sinopharmgroup.com.cn/html/about.php 
61 http://sinopharm.todayir.com/attachment/2018042506320200033121116_en.pdf 
62 https://www.chinalife.com.cn/yw/index/index.html 
63 http://www.e-chinalife.com/IRchannel/files/announcement_20180411_EN_7.pdf 
64 http://www.chinadaily.com.cn/a/201804/27/WS5ae2b751a3105cdcf651aec4.html 
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products, has been steadily rising reaching 200 mark in 201665. Notable leading players are 

outlined below. 

 

Ping An of China 

Ping An was established in 1988 as the first joint-stock insurance company in China. From 

offering only life insurance, it slowly expanded its product range by diversifying into 

banking and wealth management services66. In 2017 Ping An introduced a number of new 

market and customer initiatives, starting with introduction of ‘Good Doctor’67 - the biggest 

online healthcare platform driving a 38.2% increase in net profit68.  

 

China Pacific Insurance 

China Pacific Insurance Group is a leading integrated insurance company, providing P&C, 

life insurance as well as asset management and investment services69. According to 2017 

annual report, CPIC serves more than 115m customers through the network of 874,000 

agents across the country. The group’s has seen strong recent premium growth across its 

main insurance products, with a  21.6% increase in net profits and steadily raising investment 

yields70. China Pacific, although slowly integrating technology across business operations, 

has been putting its major business development bets on the Belt and Road initiative. CPIC 

believes this program will provide them with multiple opportunities to offer their risk 

management and insurance solutions to Chinese enterprises during their global expansion71.   

 

People's Insurance Company of China Group 

People's Insurance Company of China Group – ranked 114th in Fortune Global 500 – is the 

first nation-wide insurance company in PRC established in 1949. Through its multiple 

subsidiaries, PICC offers a range of insurance and wealth management solutions, although 

its biggest product line lies within Property and Casualty sector. Unlike Ping An and CPI, 

People Insurance Company has experienced more modest growth in profits and gross written 

premiums across its product range 72 . In September this year insurer announced a new 

                                                 
65 Table 1 in the appendix, taken from Statista 
66 http://www.pingan.cn/en/about/history.shtml 
67 https://www.scmp.com/business/companies/article/2160487/ping-good-doctor-expand-medical-services-platform-southeast-asia 
68 http://www.pingan.com/app_upload/images/info/upload/fefe8a8e-fd10-4814-b7b2-aaecf814ff6d.pdf 
69 https://www.bloomberg.com/research/stocks/private/snapshot.asp?privcapId=5471113 
70 https://www.cpic.com.cn/upload/resources/file/2018/04/23/47593.pdf  
71 http://www.chinadaily.com.cn/business/2017-11/29/content_35123302.htm 
72 http://www.picc.com.cn/res/PICCCMS/structure/079a2e300e5ad34beecbd5ca7c2d0b76.pdf 
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partnership with high-tech companies (VeChain and DNV GL) to bring blockchain to its 

P&C business and further aims to raise US$1.6bn on Shanghai Stock Exchange. In case of a 

successful IPO, People’s Insurance will become the fifth Chinese insurer to be listed in 

domestic and Hong Kong Stock Exchange. 

4.3 Intermediaries  

According to China’s insurance law, there is a clear division between the insurance brokers, 

acting on behalf of the clients, and agents whom promote the interests of the insurance 

firms73. While there are no strict requirement to insurance agencies, a restriction applies to 

individual agents, who are only allowed to sell life insurance products on behalf of one 

insurance company. It is more common, however,  for large insurers to deploy their own 

fleet of sales agents rather than to outsource this part of business. With regards to second 

intermediary, there are currently 400 operating insurance brokerage firms across China, 

compared with only 14 insurance groups74. This number is likely to increase significantly 

with inflow of big international players as from April 2018 foreign-owned brokerage firms 

were allowed to expand their business activities to the same scale as domestic companies. 

Soon after the new regulation took place, Willis Towers Watson – a leading global advisory 

– became the first foreign insurance broker to receive the renewed operating license. Jian 

Tai and Mingya Insurance Brokers - China’s largest domestic brokerage firms – are other 

major players that are soon to go public. Until recently the insurance broker sector accounted 

for only 2% of insurance premiums, however this number is likely to grow as the industry 

becomes more open, welcoming foreign players. 

 

4.4 InsurTech Companies  

There is an increasing number of partnerships and joint-investment between established 

insurers and InsurTech firms. The line between partnership and investments is blurring as 

new ecosystems are created. All the major players in China’s insurance sector have formed 

partnerships with Alibaba, Baidu and/or Tencent to expand their online sales channel and 

leverage the tech companies’ huge amount of customer and user data.  

                                                 
73 IMF Country Report No 17/402 
74 http://www.asiainsurancereview.com/News/View-NewsLetter-Article?id=40702&Type=eDaily 
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Tencent  

Tencent - China’s leading technology giant - has recently been appointed by China’s Science 

Ministry to drive the creation of AI based healthcare platform to revolutionise medical 

service delivery75. In the past years, Tencent’s investment strategy was primarily focused on 

O2O (online-to-offline) start-ups and products with the only exception being a fully 

functioning Doctorwork clinic recently opened in Beijing76. One of Tencent’s most successful 

projects was WeDoctor – a WeChat based service that allows users to book hospital 

appointments, pay medical bills, and receive online consultation through an app77. With the 

majority of hospitals integrating their operations, patients can save up to 40 minuts of waiting 

time during their visits by skipping qeues and making instant payments using WeChat. 

Tencent’s next initiative is to launch WeSure – an insurance product created in collaboration 

with Taikang, which will further simplify the process of receiving medical assistance. A 

recent partnership with Novartis to build health management platform using WeChat as a 

base further indicates of  Tencents plans to create highly interconnected healthcare 

ecosystem, which would integrate all health and wellness related products78.  

 

Alibaba 

Alibaba – a major trading conglomerate, specialising in retail, e-commerce and internet 

markets – has been pioneering medical delivery and consultation services as well. Alibaba 

Group established a healthcare flagship Alibaba Health Information Technology in its 

mission to ‘making good health achievable at the fingertips’. According to its 2017 annual 

report, its goal is to build a digital drug distribution channel – in other words, to create a 

pharmaceutical e-commerce sales platform79. In 2017 Alibaba Health introduced AI-based 

medical laboratory to three leading hospitals in China in attempt to tackle a lack of medical 

resources and qualified personnel – a common problem across China’s primary care 

institutions, which is only expected to get worse with time. Similar to Tencent’s WeDoctor, 

Alibaba Health partnered with 23,000 medical ptactitioners, pharmacists, and nutritionists 

to provide online consultations to nearly 28mn active users 80 . Company is to continue 

                                                 
75 CBS Insights: State of AI in China 
76 https://technode.com/2018/02/11/tencent-medical-ecosystem/ 
77 https://disruptionhub.com/tencent-enters-healthcare-in-china/ 
78 https://www.redpulse.com/china/20180919/novartis-partners-with-tencent-on-digital-medical-services-d86d0c9dcf 
79 http://doc.irasia.com/listco/hk/alihealth/annual/2017/ar2017.pdf 
80 https://www.scmp.com/tech/china-tech/article/2146639/alibaba-health-expand-ai-investments-improved-sales-e-commerce 
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expanding its medical service range, although it is likely to face a growing competition with 

Tencent over the emerging market.   

 

Zhong An 

Zhong An – the result of collaboration between Alibaba, Tencent, and PingAn – is the largest 

online-only insurance company. Its USP is technological advancement, which allows it to 

stand-out among other insurance companies. Instead of adopting a standard agent-based sales 

model along with paper-based claims handling processes, Zhong An targets younger tech 

savvy consumers by digitizing its operational process from online insurance purchases to 

mobile claim settlement81. Its long-term goal is focused on delivering tailored P&C insurance 

solutions by leveraging accumulated data and sophisticated analytics. For example, Zhong 

An partnership with Boston-based biotech company Orig3n 82  promises to supplement 

insurer’s product range with healthtech solutions using DNA testing83.   

                                                 
81 https://www.ledgerinsights.com/zhongan-health-insurance/ 
82 https://www.crowdfundinsider.com/2018/08/137259-chinese-e-insurer-zhongan-has-teamed-up-with-biotech-company-orig3n-for-
health-tech-solutions/ 
83 https://www.prnewswire.com/news-releases/orig3n-and-zhongan-chinas-largest-e-insurer-announce-partnership-on-health-tech-
300689321.html 
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5. A Prediction of the Future Market Growth 

 

For markets such as China, the established healthcare ecosystem will significantly shape the 

insurance ecosystem of the future. There is a real risk that insurers will become marginalized 

and move further away from being a service provider (connected to the customer directly) 

to a disintermediated product provider. 

 

Some factors and ‘must haves’ that will drive market growth in the future include: 

 

Always On-Demand 

Customers get to choose when and where they want to get insured on insurance healthcare 

products. The typical annual policy renewal cycle may not continue, with people looking to 

purchase cover for non-traditional time periods and to cover specific rather than general 

risks. 

 

Data-enabled needs analysis 

Customers increasingly demand that insurers and intermediaries no longer simply list their 

available products, but rather let the customer design their own products based on their own 

needs. This will require a more sophisticated underwriting and risk management capability 

than most insurers currently have. 

 

Instant and Straight-Through Process  

Customers demand quoting and application processes completed in minutes versus 

days/weeks in conventional insurance businesses. The notion of real time is responsive will 

become the norm, and not the exception. 

 

Data-enabled underwriting 

For insuers, the ability to utilise machine learning in the underwriting process to speed up 

the application process will be a key differentiator for insurers to scale and yield efficiency 

gains in the back-end. 

 

Role of Insurtech Companies 
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As the Chinese market matures, insurers will need to to look to grow their existing market 

share via partnerships and investments with Insurtech companies. 

 

In Asia, an increasing number of insurers are becoming Corporate Venture Capitalists – 

buying into tech categories that support their business strategies. InsurTechs view 

incumbent insurance players as potential partners for cooperation, not as competition. 

Insurers should see their platforms as an opportunity to gain a competitive advantage, not as 

a threat to their business. This trend is expected to permeate to players in the Chinese market. 
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6. Conclusion 

 

In the past couple of years, China’s healthcare market has experienced a rise in collobarative 

partnership among medical institutions and high-tech companies in attempt to create highly 

integrated healthcare ecosystems. Along with that, multiple policies encouraging private 

domestic and foreign companies to enter insurance and medical treatment industries have 

been issued. Public insurance schemes have been launched to provide basic accessible 

medical coverage to all Chinese citizens. A decade of ongoing political, economic and social 

reforms have brought significant improvements to China’s Healthcare market, yet the scale 

of these disruptions was not large enough to narrow the gap between the supply of and 

demand for quality medical care. The primary cause of this chasm is thought to be the 

combination of demographic and microeconomic factors.  Constantly rising income levels, 

changing consumer preference, and greater exposure to the outside world coupled with 

ageing population and shifting distribution of the labour force have drastically transformed 

societal medical needs. To solve the overarching problem of undersupply of pharmaceutical 

products and therapeutic treatment Government should support further deregulation of the 

industry, including opening its doors to overseas MNEs, which can bring scale and scope to 

the healthcare market. As China’s markets begin to welcoming foreign players, companies’ 

ability to incorporate advanced data analytics into internal operations and provide tailored 

solutions to the customers will become critical factors to their future success and survival. 
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