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Basic theory, difficulty and breakthrough in county hospital reform: The Shanxi Zichang re-
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[ Abstract] From goals and basic theory, this article explores thoughts of county hospital reform, and analyzes a
case in Zichang county, Shanxi province. A county hospital’ s objective and obligation is to treat common serious
medical conditions with appropriate cost, but facing great challenges on how to reform the profit-driven management
strategy. A theoretical thought on governance structure of public hospital is balancing between achieving social objec-
tives and promoting efficiency. Price disturbance, drug market monopoly and rough management skill of health insur-
ance are special factors in the operating environment for rural hospitals. County hospital reform must fully consider
those features. Zichang county government has resolved conflicts between social objectives and efficiency through a
combination of two policy reforms: fully funding employee cost and establishing a pay-for-performance method. The

challenge faced by Zichang reform is to overcome the potential efficiency loss from government direct management.
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