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Abstract. CVS is the United States of America's medical retail industry oligarchy 
distributed in large and small cities in the United States. The rapid development 
of CVS over the decades since its inception has brought convenience to Ameri-
cans and has led us to consider whether the Chinese medical retail industry can 
follow such a model. This paper analyzes the Chinese and American healthcare 
systems and business models through case studies and comparative analysis and 
finds that the oligopoly model of CVS does not apply to the complex healthcare 
market in China. Patients will have access to more precise treatment options 
when they repurchase because of CVS's extensive national medical records, 
which also include the diagnostic findings and prescription medicine information 
from MinuteClinic. Patients would be able to promptly inform their doctors about 
their particular health conditions when they repurchase prescriptions if there were 
such a national medical record. Such a method and model could increase the ef-
fectiveness of doctors in a nation like China, which has a large patient population. 
Patients will be able to access more swiftly because of the large national chain 
and the dense concentration of pharmacies in the city. Oligopolies like CVS are 
unable to expand in China due to the disparate healthcare systems and healthcare 
retail profiles between the U.S. and China, but people can also learn from the 
advantages and disadvantages of the CVS operating model to better create a dis-
tinct healthcare retail sector for China. 
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1 Introduction 

Healthcare is an important factor for a country to maintain its society and improving 
health care can bring more social welfare and steady development of the country. The 
development of technology and social progress has also made more people aware of 
the importance of healthcare. 

American pharmaceutical retail oligarchy CVS has locations in both big and small 
cities all around the country. The doctors at MinuteClinic are able to offer consultation 
services to local residents in addition to offering ordinary retail products and cosmetics. 
MyChart is the patient portal of MinuteClinic uses to both patients and doctors to access 
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the medical records. This nationwide network of services provides patients and doctors 
with detailed medical records and the convenience of off-site visits. 

The CVS model's ease of use and effectiveness can significantly boost medical 
productivity. The ability to track and monitor patients' health would be improved if 
China's retail healthcare system could build such a unified healthcare system. The vast 
population of China could benefit more socially if the country's medical retail sector 
could expand into cities and create a unified networking infrastructure. 

This paper analyzes the Chinese and American healthcare systems and business 
models through case studies and comparative analysis and finds that the oligopoly 
model of CVS does not apply to the complex healthcare market in China. The different 
healthcare systems and different healthcare retailing situations between the U.S. and 
China prevent oligopolies like CVS from developing in China, but people can take the 
strengths of the CVS operating model and better develop a unique healthcare retailing 
industry for China. 

2 Analysis of Chinese and American healthcare systems 
and CVS operation models 

2.1 A general overview of the Chinese and American healthcare 
systems 

The US and Chinese healthcare systems are very different from one another. The 
healthcare system and health insurance are very different from one another.  

“The U.S. health system is a mix of public and private, for-profit and nonprofit in-
surers and health care providers” [1]. The United States has primarily adopted commer-
cial health insurance, which does not provide universal coverage. Despite the Afforda-
ble Care Act under the Obama administration expanding coverage, some people are 
still deterred from obtaining it because of the commercial private health system. 

China's medical insurance is predominately state-run, and the government has a va-
riety of initiatives to encourage the universalization of the healthcare insurance and 
medical system. “More than 97% of people in China use public health insurance sys-
tems, but the different plans affect the quality of the services they receive” [2]. Addi-
tionally, the healthcare system in China is distinct, “there is a robust primary care sys-
tem in China where community centers address most health issues regarding prevention 
measures and acute care” [3]. 
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Fig. 1. White Paper on China Commercial Health insurance [4] 

2.2 CVS's operating model and development history 

After the pharmaceutical reform in the U.S. in the 1970s and 1980s, the pharmaceutical 
system gradually formed a pattern of pharmaceutical separation, which means that hos-
pitals do not have outpatient pharmacies and most of the drugs are sold at the retail end. 
This has created a U.S. retail drug market dominated by three large pharmacy chains, 
CVS, Walgreens and Rite Aid. According to data in the latest “National Pharmacy Mar-
ket Summary”, the total number of pharmacies of all types in the U.S. mainland will be 
66,083 in 2021, and the number of chain pharmacies will be 46,964, with a chain rate 
of 71% [5]. CVS, the largest medical retail chain in the United States, has an unassail-
able position in its field. 

According to "Top U.S. pharmacies ranked by prescription drugs market share in 
2017", the highest prescription drug market share is CVS Corporation at 24.5% [6]. 
Such a high share has enabled CVS to rapidly acquire and grow since its inception in 
1963. In just a few decades of growth, CVS has had a chain of 9,939 stores in the United 
States [7]. 

There are a number of factors that have allowed CVS to quickly establish itself as 
an oligopoly in the U.S. healthcare retail sector. 

First, CVS provides residents with convenience in both time and space. In terms of 
time, "85% of customers in the U.S. live within five miles of a CVS location", so in the 
event of an accident or emergency, people can quickly come to a CVS that is open 24 
hours a day around their home to In the event of an accident or emergency, people can 
quickly come to a CVS within 24 hours of their home to purchase and treat their medical 
care. In terms of space, "CVS has introduced home delivery to customers nationwide" 
[8]. Residents around the area with limited mobility and special reasons are also able 
to make purchases directly from home. 
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Second, CVS has the nation's largest pharmaceutical benefits managers (PBMs). 
"PBMs are the connectors between employers, members, drug wholesalers, pharma-
cies, and drug companies, working to facilitate the best possible health outcomes at the 
best possible costs" [9]. PBMs have contracts with and represent multiple health phar-
maceutical companies, so it has the ability to bargain with large retail and pharmaceu-
tical companies, which minimizes costs. Maximizing profits allows CVS to have the 
capital to expand and grow rapidly. 

Finally, CVS is expanding its pharmacy and integrating its own model while also 
exploring overseas markets. in 2014, CVS acquired Navarro Discount Pharmacies, the 
largest Hispanic-American-owned pharmacy chain in the United States. "The Hispanic 
population in the United States is considered to be one of the fastest growing popula-
tions. with the Hispanic community contributing to almost 50% of the population 
growth in America, CVS is bound to strengthen its customer base further" [10]. There-
fore the acquisition of Navarro not only increase overall sales, but also enable a strong 
position in the Spanish market. In addition, CVS entered the Brazilian market with the 
acquisition of Drogaria Onofre, the eighth largest pharmacy chain in Brazil, in 2013. 
Expansion abroad will allow CVS to have a larger customer base. The diversified phar-
maceutical culture will also be more attractive to the medical retail industry and cus-
tomer base in different regions, which will lay the foundation for future expansion. 

2.3 Comparative analysis of Chinese healthcare operation model and 
CVS operation model 

China has also begun a phase of health care reform since the reform and opening up in 
1978. The medical landscape in China has undergone a significant transformation over 
the past few decades, from the era of barefoot doctors to the present-day specialist con-
sultations and from small, rural clinics to large, sophisticated hospitals. Hospitals, out-
patient centers, and medical specialty shops have all expanded quickly. Is there any-
thing that CVS, which has developed quickly into an oligopoly over the years, can learn 
from China's medical retail industry? 

First, China's drug retail market has no retail giants, mainly showing the character-
istics of "many, small and scattered" [11]. According to pharmaceutical retail sales, "the 
market share of the top five retail pharmacies in 2019 is about 13%, of which, Si-
nopharm Holdings tops the list, with a share of only 2.9%" [12]. China has a large 
number of medical retail pharmacies, and due to low industry concentration, the market 
share of individual retail pharmacies is quite low. It is challenging to achieve consoli-
dation among the numerous medical retail pharmacies under these conditions. Addi-
tionally, a large portion of the Chinese medical retail market is made up of small, pri-
vately owned businesses who, in their hasty expansion, neglect to develop their brands 
or practice good management. In rural places, the medical retail sector faces additional 
challenges such poor management and unfinished medications. It is challenging to im-
plement a nationwide uniform operation model like CVS because of all these factors. 

Second, similar quick domestic expansion to CVS may be challenging for China's 
medical retail sector. The system of pharmaceutical separation, which is challenging to 
adopt in China, is tied to CVS's quick growth. According to a 2019 analysis of the 
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market share of China's medication market by distribution channel, graded hospitals 
accounted for 68.9% of the total pharmaceutical market, primary hospitals for 10.4%, 
and retail pharmacies for 18.8% [13]. In China, hospitals are the principal places where 
medications are sold, and the general pharmacy, as well as the primary healthcare sys-
tem, are distrusted. The crisis of trust in medical treatment in China has been exacer-
bated by the high expense of medical care, the uneven distribution of resources, and the 
prevalence of medical errors. People have resisted small-scale private hospitals due to 
dishonest tactics like the Putian system of "overpriced" hospitals. For medical care and 
prescriptions, people prefer to visit large urban hospitals, which makes it challenging 
for the medical retail sector to see rapid growth. 

Third, given the size of the population and the poor penetration of healthcare, most 
individuals in China are unable to afford expensive medical care. And many medica-
tions are still out of pocket costs for even those with insurance. Many low-income and 
underprivileged areas lack access to retail health care, and some underprivileged people 
forgo treatment or turn to pseudoscientific "superstitious practices". China's medical 
retail industry is hindered in rural areas, which stops it from being present in major, 
medium, and small cities across the country like CVS, along with the poor perception 
of health issues in some impoverished areas. 

Fourth, the industry with the highest incidence of anti-monopoly lawsuits is China, 
which has rather severe anti-monopoly regulations for all industries. Ten percent of all 
antitrust administrative enforcement cases in the pharmaceutical and medical sectors 
were reported in the Panorama Report on Thirteen Years of China's Antitrust Admin-
istrative Enforcement Cases (2008-2021) [14]. The cases involved include APIs, fin-
ished drugs and medical devices. Even monopolies exist for some individual APIs, 
which makes managing them more challenging for the pharmaceutical industry. The 
Chinese medical industry is intricate, with many businesses having intricate organiza-
tional systems. Oligopolies can seriously harm a country's ability to provide for its cit-
izens. 

2.4 Recommendations for the existing problems in China 

The healthcare reform in China has been ongoing for some time and has made tremen-
dous progress, but there is still a significant gap with certain wealthy nations. The cre-
ation of new models and the management reform of the medical retail sector should be 
prioritized by the government. 

First, China has a doctor-to-patient ratio that is significantly lower than that of 
wealthy nations like the United States. Government health spending as a proportion of 
GDP is still substantially lower than in the United States, as is the gap between urban 
and rural areas. China has had years of economic growth, and government spending on 
healthcare has increased quickly, but health expenditure in China as a proportion of 
GDP is 7.1%, which is much lower than the US' 19.7% [15]. In hospitals, there are 
frequently long queues and a noisy atmosphere for patients. The concentration of med-
ical staff in big urban public hospitals has increased as a result of China's unequal allo-
cation of medical resources. There are several instances of people standing in line all 
night long to see a professional. People are more hesitant to obtain straightforward care 
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in the retail sector in such circumstances. China has to do more to invest in the medical 
sector and train more healthcare professionals. People would have more access to 
healthcare in the future if there were more healthcare professionals working in handy 
retail settings and rural locations. 

Second, the public's trust in the medical sector is also highly expensive due to the 
numerous issues that arise between patients and doctors. Many medical industries strug-
gle to grow on a broad scale due to limited medical resources, trust issues such medical 
misconduct, and the tendency of people to exclusively use public hospitals in major 
cities. As a result, the pace of development in China's medical retail sector still needs 
to be accelerated. Additionally, there has to be more rigorous media coverage of the 
medical retail sector. Along with educating more healthcare professionals, we should 
also raise public awareness of and confidence in other healthcare providers, such as 
community health clinics and medical retail establishments. 

Furthermore, China's healthcare retail sector is homogeneous. There is not a unique 
medical service that can set any medical retail company apart from the other many 
drugstore brands. In fact, China's medical retail sector is beginning to test out fresh 
paradigms for advancement and change. In the current digital era, the medical retail 
sector has transitioned into the "internet+ medical care" period. JD Group had the fore-
sight to set up its JD Health vertical, initially as a supplier of medicines and healthcare 
products leveraging its great customer online experience and vast logistics and fulfill-
ment network that reaches into every corner of China" [16]. Even if it has some limits, 
such an internet healthcare platform can mainly treat several minor ailments that affect 
individuals on a daily basis. As oligopolies like CVS are not ideal for the Chinese 
healthcare market, we can also investigate other models to support the growth of the 
healthcare retail sector. 

The system of medical monitoring still has some flaws, which remains the main is-
sue. There are numerous issues at all levels of medical treatment due to the enormous 
number of pharmacies, the variety of pharmaceuticals, and the challenge of moving the 
flow of medication from the factory to the patient for evaluation. The medical retail 
sector needs more oversight and improvement from medical regulators. Can the indus-
try achieve trust in the medical retail industry through transparency regarding the cor-
ruption and chain of interests in the industry, so that the medical retail industry can be 
scaled up and managed in a uniform manner like CVS. 

3 Conclusion 

This paper identifies issues with China's healthcare system and offers solutions. After 
analyzing the benefits and drawbacks of the CVS development model, it is envisaged 
that China's healthcare retail sector would create a distinctive sector that is compatible 
with the country's healthcare market. 

A national healthcare retailer like CVS, an oligarchic healthcare retail industry in the 
U.S. that has grown quickly and innovated to bring convenience to more U.S. residents, 
has not been able to form in China due to the differences between the U.S. and Chinese 
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healthcare systems and the "many, scattered, small, and chaotic" healthcare retail in-
dustry there. With a complex industry structure, low health insurance coverage, an un-
balanced supply of medical resources, and a high rate of medical malpractice, CVS's 
business model is still not well suited to China's medical retail industry, according to a 
comparison of the country's medical market and the industry. However, we can make 
appropriate decisions according to the characteristics of China's market, and the com-
bination of different pharmacies and Internet platform consultation services are flour-
ishing with the coming of the data era. 

A thorough comparison can help people comprehend the many flaws of the Chinese 
healthcare market, even though there is no clear benchmark for the various healthcare 
systems and operational methods of healthcare retail enterprises. It is challenging to 
support an oligarchy like CVS and win the public's trust in China due to resource scar-
city, imbalance, and industry complexity. 
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