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Economic essential and evidence of public hospital
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[ Abstract]In a market economy, public hospitals work as a government agency to resolve market failure and to
pursue specified social policy objectives. Public production, one of various government intervention instruments,
means that the government plays as an owner, and makes rather buys products and service from the factor market.
The public production will be desirable under the following three situations: (a) transaction cost can be reduced,
(b) market is missing, (c¢) and the residual claim and residual rights of control are vital for the government. Health
sector is characteristized as a feature of total market failure, which makes public hospital a desirable intervention for
the government to resolve various type of market failure in a comprehensive and integrated way.
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