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Abstract: In recent years, centralized drug procurement has developed rapidly in my 

country, and it has become an important means to reduce drug prices. It also has a 

certain impact on China's related policies. This article combs the Chinese literature on 

centralized drug procurement, analyzes the relevant Chinese literature from the 

development status, existing problems, and models of centralized drug procurement, 

briefly evaluates the contributions, then prospects for deficiencies of the existing 

literature and future research directions. It is expected to provide reference for related 

research in academia. 
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1. Introduction 

Artificially high price of drug is the main reason why it is difficult and expensive to see 

a doctor in China. According to statistics from the China Health Commission, China's 

total health expenditure in 2019 is expected to reach 651.959 billion yuan, the per 

capita total health expenditure is 4656.7 yuan, and the total health expenditure as a 

percentage of GDP is 6.6%. Health consumption of Chinese residents has become one 

of the main consumption expenditures. Faced with problems such as the excessive 

burden of residents’ medication and the rising prices of drugs in the circulation process, 

China has implemented drug price control through the reform of the national medical 

policy, and the centralized drug procurement policy has played an indispensable role. 

The policy of centralized drug procurement in China began in 2000. In the past 21 

years, China has continuously explored and deepened the centralized drug 

procurement system. Drawing lessons from domestic and foreign drug procurement 

models, various provinces and cities have implemented a variety of different 

centralized drug procurement models. This measure has achieved results in controlling 

drug prices. Chinese scholars have conducted in-depth explorations on the 
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development process, mode and effect of centralized drug procurement, but most of 

the literature conducts research from a qualitative perspective, and there are few 

literatures on the gradual emergence of GPO models in China. Therefore, this article 

will sort out the research situation of centralized drug procurement in China in recent 

years, review the existing research in China, and propose the shortcomings of 

centralized drug procurement research in China and the future research directions. 

 

2. Research on the Development Status of Centralized Drug Procurement 

Centralized procurement of drugs refers to the procurement of required drugs by 

multiple medical institutions through a centralized procurement organization through 

bidding and bidding. Since 2000, the State Council of China issued the "Guiding 

Opinions on Reform of the Urban Medical and Health System", which opened the 

prelude to the centralized drug procurement system[1]. Over the years, China's 

centralized drug procurement system has developed rapidly. From a macro 

perspective, some scholars combed the evolution of China's centralized drug 

procurement policy, and summarized the development stage of China's centralized 

drug procurement. Geng used a retrospective analysis of the development process of 

centralized drug procurement, divided China's centralized drug procurement into five 

stages, and proposed that centralized drug procurement will enter a new stage of 

national joint procurement[2]. Cai took the national regulation in 2000 and the 

government-led and provincial-unit procurement model in 2000 as the watershed for 

the division of phases, and divided the centralized procurement of medicines into three 

phases[3]. Li et al. divided centralized drug procurement into five stages: preliminary 

establishment, local exploration, national unification, policy transformation, and new 

drug procurement phases, and proposed strong supervision of the implementation of 

centralized drug procurement to ensure drug safety is very important[4]. Li et al. 

divided centralized drug procurement into four stages: embryonic period, exploration 

period, rapid development period and steady development period, and proposed that 

China’s centralized drug procurement model tends to be diversified [5]. Zhang et al. 

reviewed the history of drug procurement since the founding of New China, divided 

the development of the procurement system into the development stages of unified 

purchase and marketing, decentralized procurement and centralized procurement, 

analyzed the problems existing in the development, and proposed that China's 

centralized drug procurement needs to establish a unified platform, and Standardize 

the group procurement model [6]. Dong analyzed the development process of 

centralized drug procurement in China, divided centralized drug procurement into six 

stages, and analyzed the role of centralized drug procurement at this stage [7]. 

Another part of scholars started from the current situation of centralized drug 
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procurement, specifically analyzed the problems that occurred in the procurement 

process, and put forward corresponding suggestions. Dai pointed out that new models 

of centralized drug procurement in China continue to emerge, and the decentralization 

and continuity of the procurement process are more obvious. At the same time, the 

phenomenon of "second bargaining" in procurement is more prominent, and the 

supervision of the circulation link is insufficient[8]. Zou and Man used methods such as 

comparative analysis and on-site investigations and interviews to conclude that when 

implementing Document No. 7 and Document No. 70, the provinces differ greatly in 

classified procurement, drug circulation, bidding drug scope, review system, and the 

number of drugs won. It is recommended that the medical insurance department join 

the centralized drug procurement system, and give full play to the role of the market 

mechanism, and build a complete quality evaluation system to ensure the smooth 

progress of the procurement work [9-10]. Zhang deeply analyzed the degree of 

integration of the "two-invoice system" and centralized drug procurement, based on 

the actual situation of the implementation of the two-invoice system. He believed that 

while the "two-invoice system" brought benefits, it also resulted in negative effects 

such as an upward shift in price increases. It is recommended to clarify the responsible 

party, strengthen the punishment and realize the traceability of the factory price of 

the drug [11] 。 Hu et al.believe that the winning bidders in centralized drug 

procurement are likely to form a monopoly, and the attractiveness of industrial 

investment will also be reduced due to the decline in profits after the procurement of 

drugs in large quantities[12]. Zhou analyzed the attributes of centralized drug 

procurement from the perspective of the three-medicine linkage, and proposed that 

the policy has particularities such as economic, social, and technical attributes. In the 

pilot program, it was found that the medical insurance payment mechanism needs to 

be improved, and the rational drug use mechanism has not yet been formed. It is 

necessary to promote the optimization of the medical insurance payment mechanism 

[13]. Shi analyzed the mechanism of the role of the market and the government in 

centralized drug procurement, and proposed that it is necessary to break the excessive 

medical treatment, severely punish fraudulent insurance and other means to make 

room for the price adjustment of medical services, and improve the medical insurance 

financing system to ensure the stability of the medical insurance mechanism [14]. 

To sum up, most scholars in China have studied the development of centralized drug 

procurement mainly from policy interpretation, and conducted research on the 

evolutionary development stage, development status and existing problems of 

centralized drug procurement. It can be seen that after four national regulations and 

one provincial-level regulation, China's centralized drug procurement has entered a 

stage of steady development. At the same time, in various development stages of 
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centralized drug procurement, a variety of centralized procurement models have 

emerged in China. The following will sort out the centralized procurement model. 

 

3. Research on centralized drug procurement model 

Since the implementation of China's centralized drug procurement system, the 

domestic centralized drug procurement model has gradually become diversified. Some 

models have used foreign centralized procurement models for reference and made 

improvements and innovations based on their own characteristics. Most scholars have 

conducted two types of research from the perspective of centralized drug procurement 

models. The first is to sort out the centralized drug procurement models at home and 

abroad, refine the main models of centralized drug procurement at home and abroad, 

and compare and analyze the differences between different models, and put forward 

relevant suggestions. The second is to use relevant theories to construct and improve 

the related model of centralized drug procurement in light of China's national 

conditions. 

3.1 Model analysis 

In terms of model analysis, some scholars summarized the implementation experience 

of foreign drug centralized procurement models through combing the literature, and 

provided references for the development of domestic drug centralized procurement. 

Chai introduced the Delhi model of India and the GPO model of the United States, and 

proposed that Delhi, India requires bidding companies to undergo prequalification. 

This model greatly guarantees the transparency and objectivity of the selection of 

drug suppliers, and the GPO model of the United States improves the bargaining power 

of medical institutions [15]. Li combed the centralized drug procurement model in the 

United Kingdom and pointed out that the United Kingdom is different from other 

countries that implement social security. Its medical treatment mechanism is unique. 

Medical expenses are mainly prepared by taxation and directly allocated to the NHS. 

Social pharmacies are the main retail channel for drugs. It is recommended that China 

need to refine its drug classification procurement strategy [16]. Yang analyzed the 

connotation and characteristics of procurement models in the United States, Germany, 

India, and Hong Kong, and proposed that separation of medicines is a characteristic 

of drug procurement in various countries. China’s use of “pharmacy trusteeship” for 

separation of medicines did not actually solve the problem of “medicine for medical 

care”. The problem is that the separation of Chinese medicines is still to be explored 

and the implementation of the policy of volume procurement needs to be enhanced 

[17]. Huang et al. comparatively analyzed the drug and consumable procurement 

models in the United States, Australia, and Germany, and found that although China 

is similar in procurement form, there are big differences in government intervention, 
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independent procurement rights, data and information systems[18]. Chen Pingyu and 

others summarized Singapore’s drug procurement model, believing that Singapore’s 

group procurement model has given full play to the advantages of market operations 

and improved the efficiency of centralized drug procurement, and proposed to 

implement a group procurement model to allow medical institutions to purchase 

independently[19]. Wang combed through the concepts, advantages and 

disadvantages of the American GPO model, and believed that learning from this model 

could improve China's pharmaceutical supply chain. He proposed that the government 

should strictly screen drug suppliers and medical institutions should carefully choose 

third-party procurement intermediary organizations. In addition, it is necessary to 

improve and enhance supervision in the bidding process[20]. Wei et al. compared the 

centralized drug procurement models between China and the United States, and 

pointed out that there are differences in procurement concepts between China and 

the United States. China mainly uses product specifications as purchasing willingness, 

quality level has replaced clinical efficacy, and price has become the main factor in 

drug bidding. It is recommended that China encourage the coexistence of multiple 

models in the GPO model [21]. Chang et al. studied the effectiveness of the 

implementation of GPO in the United States, and proposed that although the GPO 

organization has been questioned in the development process, it can indeed save costs 

for medical institutions. It is recommended that China’s centralized drug procurement 

needs to unify rules and implementation standards, and implement the policy of 

“purchasing in quantities” [22]. 

Another part of scholars sorted out a variety of different domestic centralized 

procurement models, summarized the existing problems and development trends of 

domestic centralized drug procurement through literature research, comparative 

analysis and other methods, and put forward suggestions. Xia et al. sorted out the 

centralized procurement model of various provinces, and developed the "double 

envelope" bidding model, current price listing and pilot group procurement are the 

current mainstream models in China. They proposed that although the current 

implementation of centralized procurement in China is effective, there is still limited 

price control [23]. Lin et al. combed the basic characteristics of the three drug trading 

platforms in Guangdong Province, and proposed that the three different platforms 

have formed competition in the province and avoided market monopoly. However, the 

procurement cycle and bid opening time of each platform are different, but the 

procurement situation is changeable. There are some unreasonable evaluation 

indicators, it is recommended to speed up the information construction of centralized 

drug procurement, and further improve the evaluation indicators [24]. Wang et al. 

analyzed the current situation of centralized drug procurement in Guangzhou based 



Volume 8 Issue 4 2021 
 

   76 

on the PEST-SWO model. They believe that the GPO model is not yet perfect, the 

supervision is insufficient, and the informatization construction needs to be 

strengthened. They proposed that medical institutions and distribution companies 

need to be motivated to participate and build communication platform [25]. Chen et al. 

analyzed the problems and challenges in the development of GPO models in Shanghai 

and Shenzhen through the GPO models in Shanghai and Shenzhen, and believed that 

there is a certain contradiction between the development of GPO and the current 

domestic policies, and there is a lack of official guidance for the development of GPO 

models. At the same time, it is necessary to further clarify the positioning of GPO 

under the development of the new domestic medical reform, formulate GPO operating 

rules that meet localized standards, and establish a corresponding regulatory system.  

[26]. 

3.2 Model construction 

There are also some scholars, combined with actual conditions and related theories, 

from the perspectives of drug procurement mode, drug circulation mode, procurement 

platform design, and supply chain financing mode, etc., conducted research on model 

construction and improvement. 

Regarding the drug procurement model, Cai et al. combined the PDCA theory. The 

procurement is divided into four cycles of planning, execution, inspection, and 

processing. They proposed to use the four-power separation model to manage and 

control the entire centralized drug procurement, and obtain results based on the 

implementation effects. The four-power separation model can effectively regulate and 

standardize the centralized drug procurement process [27]. Liu et al. used foreign 

experience to build a drug procurement model with GPO as the theme, and proposed 

that this model can not only return government departments to their supervisory 

functions, curb corruption, but also save medical institutions’ procurement costs.[28]. 

In terms of the drug distribution model, Xie Liyun and others sorted out the problems 

in China's drug distribution through field research and expert consultation, and 

concluded that there are bribery and withdrawal deductions in the circulation link of 

the current centralized drug procurement model in China.，They believe that logistics 

and business flow are separated and there is a problem of information asymmetry. 

Combining practical problems and related theories, starting from the perspective of 

supply chain, they construct a new model of drug circulation based on the integration 

of logistics business [29]. Fang et al. through combing the status quo of centralized 

procurement, found that due to differences in their own conditions, there are conflicts 

in the centralized procurement and distribution of drugs in various regions，Through 

the research on the competitive model and the regional decision-making model of 

enterprise distribution, a multi-level and competitive drug centralized procurement and 
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distribution model has been constructed. It is believed that this model can effectively 

solve the "Marshall conflict"[30]. Ding conducted a detailed analysis of the "one-vote" 

distribution model in centralized drug procurement from the four perspectives of 

information flow, logistics, business flow and quality management, and summarized 

the advantages and disadvantages of this model. They put forward suggestions such 

as advocating the three-medicine linkage and improving the platform construction [31]. 

In terms of procurement platform design, Ren et al. summarized the relevant 

requirements for centralized drug procurement, developed using J2EE and Oracle 

databases, and designed related systems for the centralized drug procurement 

platform to realize functions such as procurement management, supply management, 

supervision and management, and system management [32].Ding et al. combined with 

the realistic background of China’s three-medicine linkage, sorted out the basic 

situation of platform construction in various provinces and cities, analyzed the relevant 

needs of centralized drug procurement platforms, and put forward suggestions for the 

improvement of platform design for typical drug procurement platforms [33]. 

In terms of supply chain finance models, Yuan et al. conducted research on online 

settlement models, medical insurance fund prepayment models and comprehensive 

models in various provinces and cities, analyzed the relevant characteristics of each 

model, and constructed three application modes [34]. 

From the above research, it can be seen that China's centralized drug procurement 

has shown a trend of diversified procurement models after years of development. 

Among them, the GPO model has become the highlight of the new procurement model, 

which has attracted more attention from the academic community. After the 

implementation of a variety of models in various provinces and cities, it will have a 

greater impact on the drugs purchased and the members participating in the 

centralized procurement.  

 

4. Conclusions and research prospects 

This article focuses on the research on centralized drug procurement in China from 

the perspective of development status and model research. As an important means of 

controlling drug prices in China, centralized drug procurement has achieved 

considerable development, completing the transition from an exploratory period to a 

steady development period, and presenting a trend of coexistence of diversified 

models. Researchers' research on policy interpretation, development and evolution, 

model analysis and other aspects of centralized drug procurement has consolidated 

the theoretical foundation. This article summarizes the existing literature and proposes 

several shortcomings and future research prospects. 

First of all, most of the literature starts from the interpretation of macro policies, and 
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uses literature analysis, questionnaire surveys and other methods to get a qualitative 

analysis of the problems and effects of centralized drug procurement. There are only 

a few studies that have made a quantitative analysis on modeling the reality, and 

there is a lack of research on how centralized procurement specifically affects the price 

of medicines and the relevant members of the supply chain from a micro perspective. 

Secondly, in terms of model research, a large number of scholars focus on the 

summary and analysis of domestic and foreign models, using a single method and 

high repeatability. Only a few scholars have conducted relevant research on model 

construction. Unlike other capitalist countries, China’s national system determines that 

the market mechanism cannot fully play the role of the market mechanism in the 

centralized drug procurement. It is necessary to construct a relevant system that 

conforms to the development path of China’s centralized drug procurement. 

In summary, this article makes the following prospects for the future research of 

centralized drug procurement: (1) From a quantitative perspective, construct a 

theoretical model based on the actual situation, and explore the specific effects and 

factors of centralized drug procurement. (2) In light of China's national conditions, 

explore the path to the realization of the GPO model in China, and give full play to the 

role of the market mechanism while ensuring that the government has a guiding role. 
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