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The continuing scale-expansion mechanism of Chinese public hospitals ; the theoretical model of
“one circle-two flows-three entry points”
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[ Abstract] Based on the “components-relations-result” framework , through applying the Economics of Scale
Theory and Transaction-cost Theory, and considering the features of medical services, the paper proposes 5 compo-
nents of the continuing scale-expansion mechanism of Chinese public hospitals: medical technology, hospital scaling
up, degree of specialization, market scale and cost-transfer capability, and explores the mutual interactions among
these five components. At last, a theoretical model is set up: “scale-expansion equilibrium circle, hospital’ s profit
flow and cost flow, medical technology and market scale and capability of cost-externalization entry points” which to
call for short as “one circle-two flows-three cut points”. This theoretical model can be applied to explain various em-
bodiments of the continuing vicious scale-expansion of public hospitals during the Chinese economic transition and
provides a path way for the regulations.
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