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Failure of the financial subsidy policy for public hospitals: Reasons and suggestions
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[ Abstract] In this study, this paper analyzes the failure of subsidizing public hospitals, and proposes a reform
plan that can solve this problem at its root. We review the history of subsidy changes since 1949 and review the asso-
ciated literature. We discuss the case studies of 13 tertiary public hospitals in a city, and examined financial state-
ments of those hospitals, identified problems with current subsidization policies. We concluded that without specifying
appropriate diagnostic and treatment procedures and reforming efficiency measurements for medical care, current sub-
sidization policies cannot achieve their expected objectives. Hence, policymakers should reconsider the strategy of u-
sing price controls and government subsidies to restrain medical care cost. Instead, government should allow social
health insurance agencies to negotiate payment with hospitals, allow health bureaus to be responsible for quality of
medical care, allow finance bureaus to budget government spending according to the public workload of a hospital ,

and allow hospital managers to run hospitals with a budget.
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