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Abstract 

    The medical service is an important field that is highly related to people's 

livelihood, the social equity and overall development in China. Since the 80's of last 

century, China's medical service market has entered a period of rapid development, 

during which the basic facilities and personnel quality all got improving. It is, 

however, that there has emerged many worrisome issues in the demand side in China's 

medical services market, such as the so called ‘get medical treatment is difficult’ and 

‘get medical treatment is expensive’ are still vivid. Behind the sustained and rapid 

growing of medical expenses, ‘the contradiction between doctors and patients’ has 

gradually become one of the most dissatisfied social issues in China today. 

    Based on the worsen ‘doctor-patient conflicts’, this paper studies the patients 

welfare, through a theoretical model and empirical study to reveal the mechanism of 

hospital privatization on patients’ welfare in China. We aim to further solve the 

‘doctor-patient contradiction’, curb the ‘difficult to get medical treatment’ and 

‘expensive to get medical treatment’ issue in China, and try to shed some light on the 

the clues to reform medical service market theoretically and practically in China.  

    The main job in this study are as follows: first, we analyze the mechanism of 

hospital privatization on patients welfare by constructing a game theoretical model. 

That is based on the background of mixed ownership characteristics in Chinese 

hospital market, this study combines with the mixed oligopoly game model of 

industrial organization theory, to analyze and compare with the mechanism of more 

private hospital (the direct hospital privatization policy) or more radical privatization 

of the existed public hospital (the indirect hospital privatization policy) to patient’s 



 

v 

 

welfare measured by quantity and quality of medical service through fiercer market 

competition caused by hospitals privatization. 

    The theoretical part of this study has the following conclusions. First, for the 

overall perspective, the hospital’s privatization increases the number and quality of 

medical services, which verifies that hospital privatization really gets the patients’ 

welfare improved. Second, how much of the hospital privatization on the 

improvement of patient welfare depends on the cost gap and the service quality 

differences between the public and private hospitals, when the cost gap or service 

quality difference is bigger, the hospital privatization leads to a more welfare 

improvement in the end. Third, after comparing the welfare change from the direct or 

indirect hospital privatization policy, we find the bi-hospital privatization policy (the 

direct and indirect hospital privatization) brings the greatest patients’ welfare, then 

followed by the single direct hospital privatization which let the private hospital enter 

the market directly, and lastly is the indirect reforming of existed public hospital more 

privately only. 

    Secondly, this paper continues to do empirical tests of the hospital privatization on 

patients’ welfare using China's 2004 to 2014 years’ provincial panel data. The design 

of empirical research are as follows. First, in variables choosing. In this paper we 

choose the ratio of the private hospitals as the independent variables (explanatory 

variables), choose the ratio of non-government or private hospital service share in 

outpatient and inpatient as two substituted hospital privatization measurement. For the 

dependent (explained) variables, this paper chooses the medical expenses per patient, 

the medical fees and drug fees of outpatients and inpatients per person, and each of 

the rescue success rate of observation room and emergency room patients as a whole 
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measurement of patient welfare. Lastly, for the control variables, this paper still 

controls other factors such as the region's economic development, population structure, 

health insurance coverage, hospital level and other factors that may affect the welfare 

of patients as well. Second, for the empirical method, this paper comprehensively 

takes the static panel data method such as the Ordianry Least Squares (OLS), the 

Fixed Effects method (FE) and the Random Effects method (RE), and also the 

dynamic panel data methods such as the Difference Moment Method (Diff-gmm) and 

the Systematic Moment Method (Sys-gmm) to empirical test the patients’ welfare by 

hospital privatization.   

    In the empirical study, we get the following results. First, regardless of the manner 

to measure hospital privatization or patient welfare, the hospital privatization always 

significantly reduces the patients’ all kinds of medical expenses and improves the 

saving rate of patients. This confirms the privatization of the hospital can steadily 

enhances patients’ welfare. Second, from the subdivision of patients’ medical 

expenses for further robust check, the results show that the hospital privatization 

mainly reduces outpatients or inpatients’ drug costs, then lower the medical expenses, 

and the least is reducing the inspection fees. Third, this paper constructs a dynamic 

index of patient welfare, finds that the hospital privatization can still suppress 

dynamic increase rate of the patients medical expenses, and improves patients 

dynamic rescue success rate as well, which reproves that the hospital privatization 

enhances the patients’ welfare dynamically as well.   

Key words: hospital privatization;  patient welfare;  the mechanism analysis. 
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