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Abstract 
Rapid economic development and enhancing life and education standards along with the advance of society, 
change of lifestyles, and advance of health and medical technology have largely changed medical 
environment. To actually achieve the goal of promoting national health, the government devotes to 
developing healthy medical environment, expecting to establish the medical environment with lifelong 
health care. Taking Shanghai City as the empirical object, the economic development and medical 
environment statistics provided by Shanghai Municipal People’s Government are used for secondary data 
analyses. The research results conclude the significant correlations between 1.urban economic development 
and number of physicians, 2.urban economic development and number of beds, 3.urban economic 
development and number of discharged patients, and 4.urban economic development and number of doctor 
visits. According to the results, suggestions are proposed, expecting to resolve the correlation between 
economic development and medical environment to provide policy makers with definite directions for 
making policies and achieve the coexistence of medical environment and economic growth. 
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INTRODUCTION 
Domestic rapid economic development, enhancing 

life and education standards, increasing demands for 
health care, lengthening of life expectancy, reducing 
total birth rate, and increasing dependency ratio in 
population structure are along with advance of society, 
change of lifestyles, advance of health and medical 
technology, and globalization of medical information 
and technology. In face of global challenges, medical 
industry has to reinforce the preventive health care 
service and chronic disease prevention. Besides, the 
organizational change of public hospitals and the rapid 
advance of information technology also present major 
changes on medical environment. To actually achieve 
the goal of promoting national health, reinforce 
domestic economy, enhance international 
competitiveness, and conform to the global trend, the 
government would devote to the development of 
healthy medical environment. It is expected to 
continuously expand the application coverage according 
to the policies and the public needs, to establish the 

medical environment for national lifelong health care, 
to promote innovative activities and healthy public 
policies, and to build healthy medical environment, 
after completing the specific promotion measures, so as 
to respond to the new global trend of healthy city plans 
promoted by WHO. 

Economic development is a step-by-step process. 
From the viewpoint of total economic development, 
economic development is closely related to medical 
environment development. In face of increasing health 
care expenditure, the government has to limit the 
amount and growth of health care expenditure. When 
economic growth appears remarkably positive relations 
with medical environment, a definite direction could be 
provided for policy makers making policies. It is 
expected to resolve the correlation between economic 
development and medical environment and clarify the 
cause-effect relation between economic growth and 
medical environment. 
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LITERATURE REVIEW 

Urban Economic Development 
Han and Hyun (2015) mentioned that the entire 

society appeared obvious changes in the economic 
advance process, e.g. population structure, education, 
income distribution, and industry structure. It was the 
general name of economic development. Frederick and 
Gan (2015) indicated that the final objective of 
economic development was to enhance the citizens’ 
living standard, i.e. improving people’s life. The 
improvement of the citizens’ life might be reflected on 
the real average income of a person. Amaro and Duarte 
(2015) pointed out three types of economic 
development, including (1) increase in real national 
total production or total income, (2) certain degree of 
increase in national total income and average income of 
a person, and (3) long-term, continuous, and non-
temporary or accidental increase in national income and 
average income of a person. Faqih and Jaradat (2015) 
defined “economic growth” as increase in labor 
production, capital accumulation, and technology 
innovation to enhance potential production capability 
and expand effective needs of consumption, 
investment, or output so as to enlarge the economic 
scale. Peng and Chiang (2015) regarded the 
enlargement speed of national economic scale as 
“economic growth rate”. It was generally measured by 
the actual gross domestic product (GDP) to the increase 
rate of previous year, which was called “real growth 
rate” (Etemad-Sajadi 2016). Whittaker and Chee (2015) 
stated that the change in the research income was 
generally called economic growth, while the changes in 
research income, population, education, income 
distribution, industry structure, and other social indices 
were generally called economic development. Broadly 
speaking, “economic growth” and “economic 
development” referred to the increase of national 
production. 

Referring to Deng and Wang (2016), the urban 
economic development indices contain family income 
and expenditure, government finance, city size, 
education & culture, and health care in this study. 

Medical Environment 
Hung et al. (2016) indicated that the core of modern 

economic theory was to interpret the free operation 
function of market and “without government 
interference” was a primary preconception. Tamakoshi 
and Hamori (2015) mentioned that, in medical 
environment, unnecessary interference of health units 
allowed patients making correct judgment on medical 
quality and needs as well as self-enhancement and 

benign competition of hospitals in the free competition 
so as to enhance medical environment. Nevertheless, 
Beladi et al. (2015) argued that all information had to be 
completely transparent and all hospitals and clinics 
should be fair and equal for “complete free 
competition”. It was not achieved in past medical 
environment that patients could not make correct 
judgment from the medical quality, but made choices 
with the outlook of a hospital, transportation service, 
administration efficiency, and service quality, or were 
deceived by embedded advertising with asymmetric 
information. The spirit of free economy was therefore 
distorted and even appeared “bad money drives out 
good”. No wonder the government sectors had to apply 
more interference and control of health care decisions. 
Khan et al. (2016) pointed out large uncertainties in 
health care. Physicians extremely understood the limit, 
as 100% success or perfection of health care was not 
guaranteed even doing their professional best; 
sometimes, they would neglect to explain to patients. 
Bojanic and Lo (2016) indicated that patients did not 
understand the potential risks caused by health care 
uncertainties; in this case, they would fill with anger and 
hostility when encountering sequel caused by uncertain 
factors. Such unequal information and cognition gap 
would become disputes or protests under bad 
communication, impulsiveness, and resentment, or 
even striving for mind comfort through judicial 
solution. Explaining the sequel of uncertain factors with 
medical negligence would be the key in the tense 
doctor-patient relationship in medical environment. 
Frank et al. (2015) suggested that the establishment of 
“quality control center”, “medical quality committee”, 
“quality control meeting”, “quality control circle 
activity”, “patient safety committee”, “code of medical 
ethics”, and “medical personnel behavior regulations” 
could be used for the evaluation of medical 
environment, and various medical environment 
indicators of “incidence and mortality of sequel (e.g. 
infection)”, “medical record completion rate and 
integrity rating”, “instantaneous completion of 
consultation rate”, “rehospitalization rate in 15 days”, 
and “survival rate in 5 years” could monitor distinct 
medical environment. 

Referring to Go et al. (2016), the measurement 
indicators of medical environment, including number 
of physicians per thousand people, number of acute 
beds per thousand people, number of discharged 
patients per one hundred thousand people, and number 
of annual doctor visits per person, are used in this study. 
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Research Hypothesis 
Lee et al. (2015) indicated that economic standards 

contained developed, developing, and undeveloped 
countries as well as countries with rich resources but 
traditional society. Economic standards would affect the 
diseases, epidemic, health manpower and facilities, and 
medical technology of a country, which were key factors 
in the medical environment of the country. Bochaton 
(2015) pointed out medical environment as normal 
goods or luxury that increasing income would enhance 
medical environment needs and increase medical 
environment expenditure. There was not a conclusion 
whether medical environment was luxury; however, 
with cross-country comparison, ones with higher 
income showed higher proportion of medical 
environment expenditure (Dost et al. 2015). Per capita 
GDP was often used as the index of economic 
development. Yadav & Pathak (2016) mentioned that 
economic standard did not simply affect epidemiology 
in a country, the establishment or acquisition of medical 
manpower, medical facilities, equipment, as well as 
drug and medical technology required large amount of 
finance. For this reason, GDP stood for the standard of 
medical environment (Tang et al. 2016). Besides, in a 
long term, GDP was an important factor in medical 
environment systems (Lunt et al. 2016). The following 
hypotheses are therefore proposed in this study.  

H1: Urban economic development shows 
significant correlations with number of 
physicians. 

H2: Urban economic development reveals 
remarkable correlations with number of beds. 

H3: Urban economic development appears notable 
correlations with number of discharged 
patients. 

H4: Urban economic development presents 
significant correlations with number of doctor 
visits. 

RESEARCH METHOD 

Method and Model 
The fit test in LISREL model could be measured 

from overall model fit (extrinsic quality of model) and 
intrinsic quality of model. In terms of overall model fit 
test, the commonly used fit indices contain (1) “χ2 
ratio” (chi-square ratio), standing for the gap between 
actual theoretical model and expected value, which is 
better smaller than 3, (2) goodness of fit index (GFI) 
and adjusted goodness of fit index (AGFI), which show 

better fit when close to 1, (3) root mean square residual 
(RMR) of the square root of “fit residual 
variance/covariance mean”, which is better smaller than 
0.05, and (4) incremental fit index (IFI), revealing good 
fit when higher than 0.9. 

The evaluation indices of intrinsic quality of model 
are often applied to LISREL, including (1) square 
multiple correlation (SMC) of individual manifest 
variable, as R2 of manifest variables and latent variables, 
which should be higher than 0.5, (2) component 
reliability (ρ) of latent variable, as the Cronbach’s α of 
the observation index of latent variable, which should 
be higher than 0.6, and (3) average variance extracted of 
latent variable, which is calculated by dividing the R2 
sum of manifest variables in a latent variable by the 
number of manifest variables to show the percentage of 
latent variable being measured with manifest variables, 
which is better higher than 0.5. 

Research Sample and Object 
Selecting Shanghai City as the empirical object, the 

economic development and medical environment 
statistics provided by Shanghai Municipal People’s 
Government is used for secondary data analyses in this 
study. 

Reliability and Validity Test 
Validity refers to a measuring scale being able to 

really measure what a researcher would like to measure. 
General validity contains “content validity” which tends 
to qualitative test, “criterion validity”, which utilizes 
preset external criterion and the correlation coefficient 
in this test for the evaluation, and “construct validity”, 
which is used for evaluating the theoretical consistency 
of a measurement with other observable variables. The 
questionnaire content in this study is designed based on 
past theories and referred to the actual conditions of the 
research object to really express the essence of object 
and the complete representativeness so as to ensure the 
content validity of the questionnaire. Besides, the final 
commonality estimate of the factor analysis results is 
applied to test the construct validity among various 
items, and the acquired validity appears in 0.8~0.9, 
showing the favorable validity of this questionnaire. 

EMPIRICAL RESULT ANALYSIS 

Test of Model Fit 
“Maximum likelihood method” is utilized in this 

study, and the analysis results achieve convergence. 
Overall speaking, the indices in the overall model fit 
pass the test and fully reflect good extrinsic quality of 
the model, Table 1. 
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Test of Path Relationship 
The component reliability of latent variables, urban 

economic development and medical environment, is 
higher than 0.6, and the average variance extracted of 
dimensions is higher than 0.5 (Table 2) that apparently 
conform to the requirement for intrinsic quality of 
model. 

From the model analysis in Table 3, urban 
economic development shows remarkable correlations 
with medical environment (0.846), medical 
environment reveals notable correlations with 
organizational performance (0.871), and urban 

economic development appears significant correlations 
with organizational performance (0.863) that H1, H2, 
and H3 are supported. The research hypothesis tests are 
shown in Table 4. 

CONCLUSION 
According to the research results, the basic objective 

of medical environment systems expects to satisfy the 
citizens’ demands for health care with fair and efficient 
methods as well as guarantee the continuity of 
government finance and medical environment system 
operation. Each country presents the background and 
medical environment to develop the unique medical 
environment system. In this case, various countries, 
under distinct medical environment, would apply 
effective policies to take care of national health. The 
research results show that urban economic 
development could enhance medical environment. It 
therefore has to return to the governmental guidance. 
Government policies expect to guide the country to 
certain development. When current medical 
environment and systems should be matched in the 
transformation process, it could make improvement by 
referring to the experiences of various countries. With 
the advantages of the country to achieve the coexistence 
of medical environment and economic growth, such an 
experience could assist in other countries in the world. 

SUGGESTION 
By concluding the research results and findings, 

following practical suggestions are proposed in this 
study.  

1. Research results reveal significantly positive 
effects of urban economic development on 
medical environment that the strengths of 
industrial economy should be found out and 
improved in order to enhance the overall medical 
environment when the economy develops 
towards better directions. 

2. The operation and management of a hospital, the 
health insurance policies and systems, the 
authority and supervision of the government, 
and the cognition and perception of patients to 
medical processes could be integrated with 
management economy and social responsibility 
to acquire the balance. In this case, consideration 
would replace envy and cooperation would 
replace resistance to improve medical 
environment. 

Table 1. Model analysis 

overall fit 

evaluation index judgment 
standard result 

p -value p -value > 0.05 0.000 
χ2/d.f. < 3 1.388 
GFI > 0.9 0.981 

AGFI > 0.9 0.911 
CFI > 0.9 0.972 

RMR < 0.05, <0.025 
excellent 0.016 

RMSEA 0.05~0.08 good 
< 0.05 excellent 0.025 

NFI > 0.9 0.946 
IFI > 0.9 0.937 

 

Table 2. Component reliability of model and average 
variance extracted 

item urban economic 
development 

medical environment 

component 
reliability 0.871 0.892 

average variance 
extracted 0.85 0.88 

 

Table 3. Linear structure model analysis 
evaluation 

item 
parameter/evaluation 

standard result t 

internal fit 

urban economic 
development→number of 

physicians 
0.882 41.68** 

urban economic 
development→number of 

beds 
0.868 33.62** 

urban economic 
development→number of 

discharged patients 
0.855 29.27** 

urban economic 
development→number of 

doctor visits 
0.877 37.25** 

 

 
Table 4. Hypothesis test 

research 
hypothesis correlation 

empirical 
result P result 

H1 + 0.882 0.00 supported 
H2 + 0.868 0.00 supported 
H3 + 0.855 0.00 supported 
H4 + 0.877 0.00 supported 
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3. It is suggested that the cognition of management 
economy could be included in medical 
humanities and ethics education in the physician 
training and reeducation so as to cultivate high 
ideals and behaviors in the real society. Besides, 

including supporting systems and evaluation 
systems for implementing social responsibilities 
could be included in the actual operation of 
performance and finance overemphasized 
medical environment. 
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