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Price Ceiling and Prospective Payment Systems: Global Budget and Capitation
Liu Xiaolu

(School of Economics, Renmin University of China)
Abstract: This paper analyzes the effects of global budget and capitation under the price ceiling
in Chinese medical market. The analysis shows that price ceiling does not only weaken the
constraints of global budget and capitation on overtreatment, but also leads to dumping. Moreover,
although the effects of these two payment schemes are certain and equivalent in a market without
price regulation, the effects of global budget turn out to be influenced by fluctuations of the
number of patients under price ceiling, implying that capitation would be a more steady and
feasible option.
Keywords: Price Ceiling, Global Budget, Capitation
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Government Quality , Government Subsidy and Total Factor Productivity
Xu Baochang and Xie Jianguo
( Department of International Economics and Trade, School of Economics, Nanjing University)
Abstract; This paper uses Chinese manufacturing firms data over the period 2005-2007 and the
government quality index data from 120 Chinese cities constructed by World Bank (2006) to
investigate the effects of government quality and government subsidy on firm total factor
productivity. The results show that; (1) the current government subsidy has negative effects on
firms’ total factor productivity; (2) higher government quality can effectively enhance the
improvement of government subsidies on firms’ total factor productivity; (3) with the increase of
firms’ total factor productivity, the negative effects of government subsidies on firms’ total factor
productivity will decrease. The results of this paper show that, compared with foreign firms,
domestic firms relatively lack the initiative to promote their TFP. The conclusions of this study
prove that, improving the government quality can realize the targets of increasing the firms’ TFP
with smaller strength of government subsidy.
Keywords: Government Quality, Government Subsidy, Total Factor Productivity
JEL Classification: H11, H20, D24
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