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<Abstract>

An Analysis of the Changes in the Financial Performance
of Teaching Hospitals after the Implementation
of the Separation Policy of Prescription and Drug Dispensing:
A case of the teaching hospitals in D area

Jong Seong Eun’, Kyung 1 Youn'
Dongsan Medical Center Keimyung University’, Graduate School of Healthcare

Admirnistration Keimyung University

The separation policy of prescription and drug dispensing which has been implemented
since the Ist of Julv, 2000, has brought about great changes in patients flow within the
healthcare delivery svstem. The changes in the patients flow, in turn, resulted in the change
in the distribution of financial resources among the participating entities in the healthcare
delivery svstem: pharmacies, clinics, small hospitals, general hospitals, and teaching
hospitals. The purpose of this study is to shed some light in the change in the financial
performance of teaching hospitals under the separation policy that has created environmental

changes such as the decrease in the number of out patients visits, the increase in the capital
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expenditures, the rapid increase in labor costs and so on.

For the purpose, this study has compared and analyzed the balance sheets, the income
statements and other operational data of three teaching hospitals located in D area. The data
include two periods: beforelyear 1999) and after(vear 2001) the implementation of the
separation policy. The analysis was conducted with an emphasis on the changes in the
financial ratios such as liquidity, turnover ratio, performance ratio, and capitalization ratio.
The results show that the financial performances of the hospitals under studv were weaker
than before the implementation of the separation policy, and that, while the operating
expenses have increased remarkably, there was no tendency to corresponding increase in
revenue. And the result of analysis of other operational indicators also show that the
performance of the hospitals is getting worse.

Based on the results, this study has suggested the directions of the healthcare policies.
This study suggests to improve the current model of separation of prescription and drug
dispensing, to grant subsidies for the training of residents in teaching hospitals, and to

lower the rate of patients” out of porket payment in teaching hospitals.

Key Words . Hospital financial performance, financial ratio, the Policy of separation of prescription

and drug dispensing, comparative study, health policy
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