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Pricing and capacity planning of the referral system with delay-sensitive pa—
tients

CHEN Yan' ZHOU Wen-hui®*  HUA Zhong-sheng® SHAN Mi-yuan'

1. School of Business Administration Hunan University Changsha 410082 China;
2. School of Business Administration South China University of Technology Guangzhou 510640 China;
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Abstract: To relieve the serious utilization imbalance of medical resource in the community hospital referral
system in China this paper studies the service capacity design and its pricing via an integrated model of the
queuing and game theory. The behavior of delay-sensitive patients is first captured followed by a competition
equilibrium between a profit-oriented class 3-A hospital and a community hospital whose goal is to serve more
patients. We show that the optimal service capacity of community hospital is increasing in the government’ s
subsidy while the price of class 3-A hospital is decreasing if the subsidy is sufficiently large. Our result also

shows that the subsidy policy is an effective coordination mechanism to relieve the mentioned imbalance.
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