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A Break-Even Analysis that Helps with Decision

Making involving the Introduction of Ultrasonography
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#* Dept. of Health Administration, Yonser University
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The purpose of this study was to provide criteria which help executives to
make decisions through the analysis of profitability of ultrasonography conducted in
each medical department. In order to achieve such purpose, the study conducted
break—even analyses on three medical departments of a university hospital in
which has used ultrasonography was largely conducted in diagnosing diseases and
performing surgeries. The research was carried out from January to June 2008.

The data necessary for calculating cost, were collected using by computerized
data.

The results of the study were summarized as follows.
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1. The Cost structure of each medical department

The Cost of ultrasonography was divided into direct cost and indirect cost
through the categorization by cost object. Labor cost accounted for the largest
portion of the direct cost with 69.3% in the department of obstetrics and
gynecology, 67.4% in the department of radiology and 58.2% in the cardiac
ultrasonography center, which followed by the depreciation cost of ultrasonography

equipment.

The calculation of the average material cost of each ultrasonographic test by
medical test found that the cardiac ultrasonography center took first place with
2,355 won, followed by the department of obstetrics and gynecology with 266 won
and the department of radiology with 233 won. As for the power cost of
ultrasonography equipment, the department of radiology took fist place with
442,000 won. The power cost, however, did not affect much the cost price,

because it accounted for only a small portion of the cost.

As for indirect cost, the cardiac ultrasonography center ranked first with
7,156,000 won. Building depreciation cost accounted for the largest portion of the

indirect cost.

2. Break—even analysis

Under the supposition that cost price can be divided into fixed cost and
variable cost, a break—even analysis was conducted using the cost price confirmed
through the cost structure of each medical department. As for the average
customary charge of ultrasonography test conducted in each medical department,
the department of obstetrics and gynecology charged 24,627 won, the department
of radiology 53,179 won and the cardiac ultrasonography center 65,174 won.
According to these results, the charges of ultrasonography test imposed by the
department of radiology and the cardiac ultrasonography center wre enough to
surpass break—even levels, but the charge imposed by the department of

obstetrics and gynecology was not enough to offset the cost price.
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In conclusion, labor cost accounted for the largest proportion of cost price of
ultrasonography test conducted in diagnosing diseases and performing surgeries in
medical departments, followed by the fixed cost of ultrasonographic equipment
depreciation cost. In medical department where the current charge of
ultrasonography test turned out not to offset cost price through the break—even
analysis of ultrasonographic equipment, ways to reduce fixed cost which accounts
for the largest proportion of the cost price should be sought. Even medical
departments whose current charge of ultrasonography test is enough to surpass
break—even level are required to work for efficient management and cost reduction

to continuously generate profits.
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