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[ Abstract] In the late 1990s, the largest and public health system of US, the Veterans Health Care System
(VA) underwent a comprehensive reform. In half a decade, VA assumed industrial leadership in terms of health care
quality, satisfaction, operational efficiency and cost containment. Through analysis of available literature, the study
concluded that the success of VA reform lies in 2 aspects. In the macro aspect, regional integration of organizational
structure was adopted along with a risk-adjusted per capita payment mechanism. The result is a closed health mainte-
nance organization with strong incentive to invest in preventive health care and quality improvement. In the micro as-
pect, a performance-based management and a user-friendly information technology infrastructure were established with
a quick shift from specialty-focus to emphasis on primary care. The article also discussed the implications of VA re-
form for public hospital reform in China: instead of privatization, organizational reform that matches accountability
with power is the core of public hospital reform; further integration of organizational structure combined with capita-
tion-based payment may generate solid incentive for health maintainance; on the basis of macro level reform, scientif-
ic performance management, information technology and primary care can add great momentum to the development of

hospitals and transformation of health delivery system.
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