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<Abstract>

N

Determinants of the Operating Profitability of the Medical Clinics

Medical clinics are core institutes that cover the primary medical care in Korea.
Financial viability of the clinics is essential for them to conduct their roles and functions,
and can be improved by increasing their operating profitability. On this ground, this
study aimed at finding important factors that affect the operating profitability, and
thereby at suggesting strategic alternatives that can contribute to the improvement of the
profitability. Operating margin was set as a dependent variable, and such factors as
general management conditions, number of visits, medical revenue, marketing activities,
input resources, medical cost as independent variables. Nineteen hypotheses related to the

variables were established and tested using data collected from 138 sample clinics for the
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year 2003. The results of the study are as follows :
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Firstly, such variables as percent ratio of the depreciation plus rent costs to total
administration costs, type of clinical department manifested whether medical, surgical, or
quasi-surgical, percent ratio of the interior facility investment to total fixed assets, and
total number of outpatient visit are important factors that affect, positively or negatively,
the medical profitahility of the clinics.

Secondly, following measures are needed to be established and implemented to improve
the medical profitability.

(1) Administration costs share 53.2% of the total medical costs, and depreciation plus
rent costs 16.3% of the total administration costs. This implies that such measures as
reinforcement of marketing activities, establishment of the cooperative utilizing system of
the facility and equipment, or group practice are needed to increase cost-effectiveness.

(2) Occupancy rate of the clinics with inpatient bed is as low as 45.5%, causing high
fixed costs and low medical profitability. For its improvement, the resource input
structure should be reorganized.

Thirdly, in the future, a study that can increase sample representativeness of the study
and explanation power of the variables should be performed for each type of clinical
department to find more specific determinant factors and to contribute to the improve-

ment of the medical profitability of the clinics.

Key Words : Medical clinics, Operating margin, Profitability determinant factors.
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