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<Abstract>

A Study on the Financing Decision of Korean Private
Hospitals

Man Kyu Chai
Department of Health Administration, Namseoul University

This study focuses on the factors that make the financing decision of private hospitals
in Korea. Data used in this study were collected from 98 hospitals with complete general
data of current status as well as financial statements. They were chosen from the 138
hospitals that passed the accreditation process by the Korean Hospital Association from
1996 to 2000 for the purpose of accrediting training hospitals.

The dependent variables in this study consist of total liabilities to total assets,
borrowings to total assets. The independent variables are ownership, hospital type,
teaching status, location, bed size, period of establishment, asset structure, profitability,

growth, tax shields, volatility of profit, competition(market concentration), and other

factors.
The major findings of this study are as follows.

The factors found to have significant effect on liabilities to total assets are teaching
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status(-), asset structure(-), profitability(-), tax shields(+), and business risk(-).
University hospitals have less liabilities than the non-university hospitals. It was also
confirmed that high profitability, high fixed asset, high volatility of profit and low tax
shields results in decrease in liabilities. The factors that significantly affect on
borrowings to total assets are teaching status(-), period of establishment(-), volatility of
profit(-) and competition(+).

Key Words : private hospital, financing decision, liabilities to total assets, borrowings to total assets
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