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(Abstract)

Hospital Cost Analysts' Perception on Prime Cost of Medical Services

and Future Direction to Establish a Cost Accounting system

Jin-Won Noh*, Hae—Jong Lee®* ", Hyun—Chun Park*

Dept of Healthcare Management. Eulii University™ Dept of Health Administration, Yonsei University™*

It is necessary to calculate prime cost of medical services accurately in order to evaluate the adequacy of
medical fee. This paper aims to identify cost analysts’ perception on prime cost of medical services and needs in
establishing a cost accounting system in hospitals, proposing future directions and guidelines for the calculation of
medical fee.

A self—administered questionnaire and telephone survey on operation of a hospital cost—accounting system was
conducted in November, 2012, among cost analysts currently working in the hospitals and hospital administrators
planning to implement the hospital cost—accounting system.

Our study shows that most of the cost analysts were aware of the importance of calculating prime cost and
responded that collection of the prime cost data from government is necessary although they are less likely to
provide the data in the future concerning the risk of data misuse and data security. They also responded that lack
of budget allocation and excessive workload were the main reasons for not estimating the prime cost and
operating cost management information system. Results show that hospital cost analysts considered the data
accuracy is the most critical factor in calculating prime costs of medical services. However, there was no
investment budget allocated in some hospitals or limited to less than 100 million, indicating that hospitals are
reluctant to invest on implementing the cost accounting system. Respondents stated the organization that collects
the prime cost of medical services among hospitals should display strong analytical capabilities, ensure data
security, and maintain independence, which is most demanded.

There are 57 hospitals that calculated the prime cost of medical services for 2012 by each medical department
and 20 hospitals that calculated the prime cost by fee—for—services, aiming to establish a cost accounting system.

Our results indicate that hospitals should voluntarily provide the accurate prime cost for medical services in
order to properly evaluate the adequacy of medical fee. Consequently, it is critical to establish an independent
organization to collect and appraise the data. It is also recommended that government should implement various
policies to encourage hospitals to participate in the data collection to achieve the data accuracy and
representativeness.

Key word : Hospital costing system, perception on prime cost of medical services,
operation of hospital costing system
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