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SECTOR OVERVIEW 

 
A. Economic Overview 

 
1. After decades of rapid growth in the People’s Republic of China (PRC), the economy 
has gradually slowed down in recent years. Gross domestic product (GDP) grew 7.4% in 2014, 
slightly missing its official 7.5% target and lower than the growth rate of 7.7% in 2013.1 For 
2015, the Government of the PRC set a lower GDP growth target of around 7%, as the country 
is rebalancing its economy from investment- and export-led growth to consumption-led growth 
and reducing its reliance on polluting fuels such as coal. The Asian Development Bank (ADB) 
estimates that GDP growth will be 7.2% in 2015. 
 
2. Strong growth in the PRC has lifted more than 500 million people out of poverty. The 
World Bank estimates that the share of the population living on less than $1.25 per day (2005 
purchasing power parity) dropped from 60.7% in 1990 to 6.3% in 2011.2 During 2008–2011, 
nearly 90 million people were lifted from extreme poverty in the PRC.3 However, poverty 
remains a salient problem in the PRC; in 2011, 35.1% of the population or 471 million people 
were living below the $3 per day poverty line (2005 purchasing power parity).4 According to the 
government’s own estimate, there are currently 80 million people in the PRC living below the 
official poverty line, which is set at a lower threshold of per-capita annual income of CNY2,300 
(equivalent to about $1 per day based on the current market exchange rate).5 The vast majority 
of poor people are in the central and western regions, and currently all the 592 extremely poor 
counties recognized by the central government are located in these regions.6  
 
3. The foreign currency sovereign rating for the PRC is AA– by Standard & Poor’s, Aa3 by 
Moody’s, and A+ by Fitch Ratings. 
 
B. Health Sector 
 
4. The rapid economic development over the past few decades has been accompanied by 
a significant rise in healthcare expenditure in the PRC; however, healthcare expenditures lag 
behind global averages. When the Reform and Opening policy started in 1978, healthcare 
spending was equivalent to 3.0% of GDP. This share had increased to 5.6% in 2013, although it 
was still well below the global average of 8.7%.7 The government expects the healthcare 
spending to rise to 6.5%–7.0% of GDP by 2020.8 Over the past few decades, the structure of 
healthcare spending has also experienced dramatic changes. The initial growth of healthcare 
spending from the 1980s primarily came from increases in out-of-pocket spending (i.e., direct 
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payment for services at the point of healthcare delivery), and private spending as a share of 
total health spending markedly increased, from 20.4% in 1978 to 60.0% in 2001. After the 
launch and expansion of three national health insurance schemes, the private share of health 
spending started a gradual decline from the early 2000s, reaching 34.4% in 2012.  
 
5. In urban areas, the Urban Employee’s Basic Medical Insurance System (UEBMI), 
funded via a payroll tax, was established in 1998 with municipality-level risk pooling. Urban 
residents not covered by the UEBMI have access to the Urban Residents’ Basic Medical 
Insurance program (URBMI), which was piloted in 2007 and launched to all municipalities 
nationwide in 2009. The URBMI provides voluntary coverage for students, children, the elderly, 
and other groups requiring social aid (e.g., the poor and disabled). The Rural Cooperative 
Medical System, a government-subsidized health insurance for the rural population, was 
launched in 2002 and covered 832 million beneficiaries as of the end of 2011. By 2011, more 
than 1.3 billion people or 95% of the population participated in one of these three basic national 
health insurance programs.9  

 
6. Healthcare in the PRC is administered through three different systems: hospitals; 
primary healthcare facilities; and public health institutions such as centers for disease control, 
maternal and child healthcare centers, and health supervision institutions. In 2012, there were 
23,170 hospitals in the PRC, of which 58% were public hospitals.10 Among all the hospitals, 7% 
were large class III hospitals with more than 500 beds, which provide high-level, specialized 
medical services and may also carry out medical education and scientific research; 28% were 
class II hospitals with 100–500 beds; and the remainder were either class I primary care 
hospitals with less than 100 beds (26%) or unrated hospitals (39%). Most private hospitals are 
small with limited service volume. In 2011, private hospitals accounted for only 9% of the 
nationwide healthcare service volume. Only 1% of the private hospitals in the PRC are class III 
hospitals, while 10% of all public hospitals are class III.11 In cities, different categories and types 
of hospitals and community health service organizations form the urban medical and healthcare 
delivery network. In rural areas, the county hospitals, township health centers, and village health 
clinics form the three-tier rural medical and healthcare delivery network. As an incentive for 
developing rural and urban grassroots healthcare institutions, the Government of the PRC has 
prioritized the development of county hospitals, which can provide treatment for 90% of 
common diseases and some severe diseases with complications, rehabilitation needs, and 
emergency care.12  

 
7. Public hospital reform has been a key component of the healthcare reform program 
implemented by the Government of the PRC since 2009. Traditionally, public hospitals’ 
revenues have come from a variety of sources including medical service charges, medicine 
sales, and direct government subsidies. Medicine sales used to account for a significant share 
of hospital revenues, as the government’s direct subsidies have historically been small, and the 
fees the hospitals could charge for medical services have often been below true costs.13 The 
reform seeks to move away from the practice of cross-subsidizing medical treatments from the 
profits generated from the markup of medicine sales, which could be up to 15% of the costs of 
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medicines. Under the ongoing reform, the medicine price markup is being eliminated and, at the 
same time, hospitals are allowed to increase their medical service charges.  

 
8. The government will continue to increase the budget for health expenditure at a higher 
rate than the general government current expenditure. Much of the budget increase is being 
used to expand two government-subsidized medical insurance schemes (the URBMI and the 
Rural Cooperative Medical System), which account for a growing share of hospital revenues.14 
According to an early study by McKinsey, payouts from the three public health insurance 
schemes (including the UEBMI, funded by a payroll tax) comprised around 60% of hospitals’ 
total revenue, and the share is expected to increase further.15 The government is also 
implementing a public hospital subsidy policy. The subsidies will be mainly used for covering 
policy-related operating losses and costs of public health services, supporting capacity building 
in key medical fields, constructing selected hospital facilities, and procuring specialist medical 
equipment. Ultimately, the public hospitals’ current and capital expenditures will be fully covered 
by direct fee payments, payouts from medical insurance, and government subsidies without 
contribution from medicine sales. 

 
9. The PRC has a decentralized system of healthcare finance, which has led to wide 
regional and urban–rural disparities in the quality of and access to healthcare. Poorer provinces 
receive some financial support from the central government, but such support is nonetheless 
inadequate and there are still large differences in healthcare spending. As a result, the 
healthcare facilities are poorer in the less-developed central and western regions. According to 
the latest statistics published by the Ministry of Health, in 2012 there were 2.96 hospital beds 
per thousand people in the central region and 3.10 beds per thousand people in the western 
region, while the ratio was 3.17 beds per thousand people in the eastern region (footnote 10). In 
the central region the average assets per hospital were CNY79.9 million, and in the western 
region CNY68.9 million, both significantly lower than the average of CNY122.6 million in the 
eastern region. In the eastern region, there were 1.36 advanced class III hospitals per million 
people, compared with 1.10 in both the central and western regions. The urban–rural disparity is 
more striking. In 2012, the per capita health expenditure in the urban areas was CNY2,969 per 
annum, which was almost three times the rural per capita health expenditure of CNY1,056 per 
annum. 

 
C. Financial Leasing Industry   
 
10. The PRC’s financial leasing industry is still in an early development stage. There are 
three types of financial leasing companies (FLCs): (i) special FLCs that are regulated by the 
China Banking Regulatory Commission (CBRC) as nonbank financial institutions (NBFI-FLCs); 
(ii) domestic FLCs, jointly regulated by the Market System Development Department, the 
Ministry of Commerce (MOFCOM), and the State Administration of Taxation; and (iii) FLCs with 
foreign investment participation, which are regulated by MOFCOM’s foreign investment 
department. 
 
11. In August 2007, the CBRC started to allow commercial banks to establish financial 
leasing subsidiaries as NBFI-FLCs. Following the CBRC move, ICBC Financial Leasing, a 
wholly owned subsidiary of ICBC, became the country’s first CBRC-regulated financial leasing 
company owned by a commercial bank. CCB Financial Leasing, Mingsheng Financial Leasing, 
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Bank of Communications Financial Leasing, and CMB Financial Leasing were among other 
similar companies formed next. With their large capital base and strong shareholder support, 
these bank-owned FLCs have grown at an extraordinary pace. Although the number of NBFI-
FLCs only increased from 11 in 2007 to 23 in 2013, the total value of their outstanding leasing 
contracts increased from CNY9 billion to CNY860 billion over the same period.16 
 
12. Since 2007, the MOFCOM-regulated FLCs have also experienced impressive growth, 
having benefited from strong market demand and government policy support. In 2011, 
MOFCOM and the National Development and Reform Commission issued implementation 
guidelines and a blueprint for developing the FLCs regulated under MOFCOM.17 The number of 
domestic FLCs increased from 26 in 2007 to 123 in 2013, and the total value of their 
outstanding leasing contracts increased from CNY10 billion in 2007 to CNY690 billion in 2013. 
Over the same period, the number of foreign-invested FLCs increased from 56 to 880, and the 
total value of their outstanding leasing contracts increased from CNY5 billion to CNY550 billion. 
 
13. Despite the rapid growth, the PRC’s financial leasing industry is still in early 
development. According to the latest Global Leasing Report, market penetration in the PRC was 
only 3.1% in 2013, compared with an average rate of 20.8% in the world’s 10 other largest 
financial leasing markets.18 The industry is also much smaller than the banking industry, the 
assets of which totaled CNY151.3 trillion at the end of 2013. At the end of 2013, the assets of 
the NBFI-FLCs totaled around CNY1.0 trillion, and the total assets of foreign-invested FLCs 
stood at CNY611 billion.  

 
14. The legal and regulatory constraints faced by the leasing industry are gradually being 
addressed. After the promulgation of the Contract Law in 1999, there were several unsuccessful 
legislative attempts to pass a dedicated law on financial leasing. In 2014, a legal breakthrough 
was achieved when the Supreme Court issued the Explanation on Applicable Laws for Cases 
Related to Financial Leasing Contracts, which was published after the release of six earlier 
drafts over the preceding decade. The explanation included 26 articles in five sections, clarifying 
all key issues related to financial leasing contracts including the validity and enforcement of the 
financial leasing contracts, contract termination, default penalties, and litigation period. Also in 
2014, the People’s Bank of China issued the Notice on Using the Lease Registration System for 
Financial Leasing Transaction Enquiries. All financial leasing companies are encouraged to 
register their ownership right of the leased assets with the Lease Registration System 
developed by the Credit Reference Center of the People’s Bank of China, and the notice 
required all commercial banks to search the above system before taking securities from their 
borrowers. In this way, the lessees would not be able to pledge the leased assets as securities 
to other lenders, which will protect the ownership right of the leasing company. 

 
15. Despite the positive development of the legal and regulatory environment, funding 
remains a challenge for most leasing companies. The FLCs don’t have a deposit base, and they 
mostly rely on short-term bank borrowings to fund their operations. The bond market in the PRC 
is still underdeveloped, and most FLCs have no access to bond finance. The scarcity of longer-
tenor finance has increased the asset–liability maturity mismatch of FLCs and remains a key 
obstacle to the development of the industry. 
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