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A STUDY ON THE EFFICIENCY DIFFERENCE BETWEEN PUBLIC
AND PRIVATE GENERAL HOSPITALS

KAN-SHAN SHiH!, Joan C. Lo?, Kuo-LiaNG CHEN?

There were numerous studies concerning
the impact of hospital ownership on their tech-
nical efficiencies, however, the results were
inconclusive. Some studies have demonstrat-
ed that the efficiency of public hospitals is
higher than that of private hospitals [1]. Some
studies have demonstrated that the efficiency
of private hospitals is higher [2], and there
were also studies exhibited that there were no
differences [3] between the two. The similar
studies in Japan have indicated the efficiency
of public hospitals is consistently higher [4,5].

Joan C. Lo et. al. [6] employed the
DEAmethod on the 1993 Medical Facility Sur-
vey of Taiwan, and reached the conclusion
that public hospitals uniformly had a lower
technical efficiency for all three input-output
combinations. Even after taking into consid-
eration of inefficiency of the public hospitals,

hospitals affiliated with medical schools still
had a lower technical efficiency.

In this study, we adopted the same data
and same analytical method, i.e. DEA, as Joan
Lo et. al., but further decomposed the effi-
ciency. The empirical evidence has shown that
not only the difference in production technol-
ogy, but also the characteristics of decreasing
returns to scale pertaining to the medical in-
dustry warrant the result that public hospitals
are relatively inefficient to private hospitals.
Moreover, the regression result of the Logit
model indicates the positive correlation between
bed-staff ratio and decreasing returns to scale,
and the negative correlation between area med-
ical needs and decreasing returns to scale. (Chin
J Public Health (Taipei): 1996; 15(5): 469-
482)
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