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Scale Expansion and Overtreatment of Public Hospitals:
Evidence from the Change of Hospital Rank

Zhou Mei', Zhao Shaoyang?, Fu Mingwei’
(1. School of public administration, Southwestern University of Finance and Economics)
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Abstract: Based on the change of hospital rank, this paper empirically investigates the
overtreatment behavior of public hospitals in the process of scale expansion. Firstly, using the
long-term tracking data at the hospital level, this paper finds that the excessive medical treatment
mainly occurs before the rating. The specific performance is that before the rating, the hospital
will significantly increase the investment of equipment and medical staff to meet the
requirements of the relevant rating indicators. When the price of medical services is regulated,
hospitals cannot raise the price of medical services, but make income compensation by
increasing the rate of hospitalization and the expense of inspection. After the rating, the price of
medical services is increased correspondingly, while the average medical expenses and the
expense structure of inpatients do not change significantly with the rise of the price. Further
using the data matched by the hospital characteristics and inpatient expenses of insured, we get
the same conclusion: under the constraint of the declining drug proportion year by year, the
hospital does not reduce the average drug expense of inpatients, but significantly increases the
average inspection expense of inpatients. Thus, before rating, the proportion of drug decrease
significantly, while the proportion of inspection increase significantly, but this trend tends to be
stable after rating.
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