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[ Abstract] The abnormal expansion of the number of beds in public hospitals in China has many risks and
drawbacks. An economic interpretation model of the expansion was established referring to Niskanen model besides
the reasonable clauses. The scale of hospital beds is decided by a hospital total revenue rather than optimal supply
and size when the hospital’ s marginal revenue equals marginal cost. The desired scale is generally twice that of the
optimum size. This paper is intended to propose some recommendation to curb the abnormal expansion of public hos-
pitals, including eliminating public hospitals’ “internality,” re-orientating hospital operating focus away from health
insurance policies, creating strict requirements for hospital planning, and establishing reasonable paths that guide

medical need flows to primary hospitals.
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