
C H A P T E R  3

L IT E R A T U R E  R E V I E W

T h e  o v e r a l l  l i t e r a t u r e  r e v i e w  o f  t h e  s t u d y  c o v e r s  t h r e e  p a r t s  a s  f o l l o w s ;  1 ) C o s t  T h e o r y  

2)  C o s t  A l l o c a t i o n  C r i t e r i a  3 )  H o s p i t a l  : P u b l i c  -  P r i v a t e  m ix  in F i n a n c e  a n d  P r o v i s i o n  a n d  4)  

S o c i a l  S e c u r i t y  S c h e m e  s t u d y

3 . 1  C o s t  T h e o r y

3.1.1 Types o f cost

U n i t  cost : A  u n i t  c o s t  is a  k i n d  o f  s i m p l e  a v e r a g e  - t h e  c o s t  p e r  u n i t  o f  o u t p u t  

o r  o u t c o m e .  It c a n  b e  a p p l i e d  t o  m a n y  t h i n g s  เท t h e  a n a l y s i s  o f  p r i m a r y  h e a l t h  c a r e .

T h e  b a s i c  c a l c u l a t i o n  o f  a  u ni t  c o s t  ( o f t e n  c a l l e d  a v e r a g e  c o s t )  w h e r e  t h e  t o t a l  

c o s t  a n d  t h e  q u a n t i t y  o f  o u t p u t  h a v e  b e e n  f o u n d :  Un i t  c o s t  =  T o t a l  c o s t  / Q u a n t i t y

“ C o s t  p e r  s e r v i c e  “ Un i t  is t h e  t o t a l  c o s t  o c c u r r e d  in o n e  p a t i e n t  s e r v i c e  o r  

e x p e n s e  o f  t h e  s e r v i c e  p r o v i d i n g  o n  vi s i t  ( พ a n n a v a k e , 1 9 9 0 )

M i c h a e l  M.  C o l t m a n  ( 1 9 3 0 )  e x p l a i n e d  t h a t  o n e  of  t h e  w a y s  t o  b e t t e r  a m o n g  

c o s t s  is t o  u n d e r s t a n d  t h a t  t h e r e  a r e  m a n y  t y p e s  o f  c o s t .  If o n e  c a n  r e c o g n i z e  t h e  t y p e  of  c o s t  

t h a t  is b e i n g  c o n s i d e r e d .  S o m e  o f  t h e  m o s t  c o m m o n  t y p e s  o f  c o s t  a r e  d e f i n e d  a s  f o l l ow s :

D i r e c t  c o s t  : D i r e c t  c o s t  is o n e  t y p e  t h a t  is t h e  r e s p o n s i b i l i t y  o f  a  p a r t i c u l a r  

d e p a r t m e n t .  M o s t  d i r e c t  c o s t s  will g o  u p  o r  d o w n ,  t o  a  g r e a t e r  o r  l e s s e r  d e g r e e ,  a s  r e v e n u e  

g o e s  u p  a n d  d o w n .  F o r  t h i s  r e a s o n  t h e y  a r e  c o n s i d e r e d  t o  b e  c o n t r o l l a b l e  b y ,  a n d  t h u s  t h e  

r e s p o n s i b i l i t y  of,  t h e  d e p a r t m e n t  t o  w h i c h  t h e y  a r e  c h a r g e d .  E x a m p l e s  of  t h i s  t y p e  of  c o s t  a r e  

f o o d  1 b e v e r a g e s  1 w a g e s  a n d  s a l a r i e s  , o p e r a t i n g  s u p p l i e s  a n d  s e r v i c e s  1 l i ne n  a n d  l a u n d r y .

I n d i r e c t  costs : I n d i r e c t  c o s t  is  o n e  t h a t  c a n n o t  e a s i l y  b e  i d e n t i f i e d  With a  

p a r t i c u l a r  d e p a r t m e n t  o r  a r e a ,  a n d  t h u s  c a n n o t  b e  c h a r g e d  t o  a n y  s p e c i f i c  d e p a r t m e n t .  E v e n  if 

t h i s  d i f f i cu l ty  c o u l d  b e  o v e r c o m e ,  it m u s t  still b e  r e c o g n i z e d  t h a t  i n d i r e c t  c o s t s  c a n n o t  n o r m a l l y  

b e  m a d e  t h e  r e s p o n s i b i l i t y  o f  a n  o p e r a t i n g  d e p a r t m e n t .  E x a m p l e s ;  G e n e r a l  b u i l d i n g  

m a i n t e n a n c e  c o u l d  o n l y  b e  c h a r g e d  t o  v a r i o u s  d e p a r t m e n t s .

F i x e d  c o s t  : F i x e d  c o s t s  a r e  t h o s e  t h a t  o v e r  t h e  s h o r t  r u n  ( a  y e a r  o r  l e s s t  

c h a n g e  o r  v a r y  wi th  r e v e n u e .  O v e r  t h e  l o n g  r u n  all t h e s e  c o s t s  c a n ,  of  c o u r s e ,  c h a n g e .  B u t  III 

s h o r t  r u n  t h e y  w o u l d  n o r m a l l y  c h a n g e ,  if a t  all,  o n l y  b y  a  s p e c i f i c  t o p  m a n a g e m e n t  d e c i s i o n .
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Variable cost : A  v a r i a b l e  c o s t  is  o n e  t h a t  v a n e s  o n  a  l i n e a r  b a s i s  wi th  s a l e s  o r  

r e v e n u e .  E x a m p l e s  o f  t h i s  t y p e  o f  c o s t  a r e  f o o d  a n d  b e v e r a g e s .  T h e  m o r e  f o o d  a n d  b e v e r a g e s  

s o l d ,  t h e  m o r e  h a v e  t o  b e  p u r c h a s e d  .If s a l e s  a r e  z e r o ,  t h e n  p u r c h a s e s  will a l s o  b e  z e r o .

3.1.2 Cost analysis

C o s t  a n a l y s i s  is  v e r y  i m p o r t a n t  f r o m  p r o v i d e r  p e r s p e c t i v e .  It is a n  e v a l u a t i o n  of  

e x a m i n a t i o n  o f  r e s o u r c e s ,  h o w  t h e y  a r e  b e i n g  s p e n t .  F r o m  p r o v i d e r  p e r s p e c t i v e  c o s t  a n a l y s i s  

c a n  h e l p  t o  k n o w  a n d  e x p l a i n  h o w  r e s o u r c e s  o r  f u n d  h a v e  b e e n  u s e d  a n d  t o  i d e n t i f y  t h e  a r e a s  

w h e r e  e x p e n s e  n e e d  t o  b e  r e d u c e d  o r  i n c r e a s e d .  C o s t  a n a l y s i s  c a n  p r o v i d e  i m p o r t a n t  u s e f u l  

i n f o r m a t i o n  o f  all k i n d s  o f  h e a l t h  s e r v i c e s .  It h e l p s  เท a s s e s s i n g  t h e  u s e  o f  h e a l t h  c a r e  d e l i v e r y  

p e r s o n a l  a n d  t h e  e f f i c i e n c y  o f  p u t t i n g  s u p p l i e s ,  t r a n s p o r t  r e s o u r c e s  a n d  o t h e r  i n p u t  t o  w o r k  

( C r e e s e  a n d  P a r k e r ,  1 9 9 4 )

3.1.3 Cost recovery

C o s t  r e c o v e r y  is a  c o m p a r i s o n  o f  t o t a l  r e v e n u e  a n d  to ta l  c o s t  o r  t h e  r a t i o  o f  t h e  t o ta l  

r e v e n u e  t o  t h e  t o t a l  c o s t .  เท t h i s  s t u d y  c o s t  r e c o v e r y  is i d e n t i f i e d  in t e r m  h o s p i t a l ’s  r e v e n u e  t h a t  

r e c e i v e  f r o m  s o c i a l  s e c u r i t y  o f f i c e ,  m i n i s t r y  o f  l a b o r  a n d  s o c i a l  w e l f a r e  ( p e r  c a p i t a t i o n )  a n d  

c o s t  f r o m  h o s p i t a l ’s  s s s  c o s t .

C o s t  r e c o v e r y  b y  i n s u r a n c e  s c h e m e s  is d e t e r m i n e d  in o r d e r  t o  a s s e s s  t h e  c a p a b i l i t y  

t o  c o v e r  t h e  c o s t .

3 . 2  C o s t  A l l o c a t i o n  c r i t e r i a

A l l o c a t i o n  c r i t e r i a  is  c r i t e r i a  t o  b e  d e s i g n e d  t o  a l l o c a t e  c o s t s  o f  a n y  d e p a r t m e n t  w h i c h  

d o  n o t  p r o d u c e  r e v e n u e s  t o  t h e  o t h e r  r e v e n u e  d e p a r t m e n t s  a n d  d e p a r t m e n t s  w h i c h  (Jo n o t  

g e n e r a t e  r e v e n u e s .  It i n d i c a t e s  r e l a t i o n s h i p  o f  b e t w e e n  a c t i v i t i e s  o r  s e r v i c e s  o f  o n e  c o s t  c e n t e r  

t o  o t h e r s .

Suver and Neumann (1981) : Berman, Weeks and Kukla (1986) c l a s s i f i e d  c o s t  

a l l o c a t i o n  m e t h o d s  i n to  4  m e t h o d s .  D u e  t o  o n e  o f  t h e  d i f f i c u l t i e s  in a l l o c a t i n g  i n d i r e c t  c o s t s  to 

s a l e s  o u t l e t s  IS in d e t e r m i n i n g  t h e  c o r r e c t  b a s i s  o n  w h i c h  t o  a p p o r t i o n  t h e  c o s t  t o  e a c h  

d e p a r t m e n t .



3.2.1 Direct apportionment

T h e  i n t e r d e p a r t m e n t  d e m a n d s  a m o n g  t h e  g e n e r a l  s e r v i c e  c e n t e r s  a r e  

i g n o r e d .  T h e n  t h e  a c t u a l  o r  e x p e c t e d  c o s t s  a s s i g n e d  to  t h e  g e n e r a l  s e r v i c e  c e n t e r s  

a r e  a p p o r t i o n e d  d i r e c t l y  t o  t h e  p a t i e n t  s e r v i c e  c e n t e r s .  T h e  m a j o r  a d v a n t a g e s  o f  t h e  

d i r e c t  a p p o r t i o n m e n t  m e t h o d  a r e  i ts s i m p l i c i t y  a n d  t h e  e a s e  w i t h  it i s  u n d e r s t a n d .  T h e  

m a j o r  d i s a d v a n t a g e  is t h a t  it f a i l s  t o  r e f l e c t  i n t e r d e p a r t m e n t  e x c h a n g e s  a m o n g  t h e  

g e n e r a l  s e r v i c e  c e n t e r s .

3.2.2 Step down method

It p r o v i d e s  f o r  t h e  a l l o c a t i o n  o f  t h e  c o s t s  o f  g e n e r a l  s e r v i c e  c e n t e r s  t o  o t h e r  

g e n e r a l  s e r v i c e  u n i t s  a n d  in t u r n  t o  p a t i e n t  s e r v i c e  o f  f ina l  c o s t  c e n t e r s .  U n d e r  t h i s  

m e t h o d ,  t h e  a d v a n t a g e  a r e  t h e  c o s t s  o f  t h e  g e n e r a l  s e r v i c e  c e n t e r  s e r v i n g  t h e  m o s t  

d e p a r t m e n t s  ( b o t h  g e n e r a l  s e r v i c e  a n d  p a t i e n t  s e r v i c e )  h a d  a l l o c a t e d  f i rst .  T h e  c o s t  

o f  t h e  g e n e r a l  c e n t e r  s e r v i n g  t h e  s e c o n d  l a r g e s t  n u m b e r  o f  d e p a r t m e n t s  a r e  a l l o c a t e d  

n e x t ,  a n d  s o  o n .  If t w o  d e p a r t m e n t s  s e r v e  a n  e q u a l  n u m b e r  o f  d e p a r t m e n t s ,  a n o t h e r  

c r i t e r i o n  s u c h  a s  r e l a t i v e  c o s t l i n e s s  s h o u l d  b e  u s e d  t o  d e t e r m i n e  t h e  o r d e r  o f  

a p p o r t i o n m e n t .

T h e  t o t a l  c o s t  o f  t h e  f i rs t  g e n e r a l  s e r v i c e  c e n t e r  is a p p o r t i o n e d  t o  e a c h  of  

o t h e r  c e n t e r s .  N e x t ,  t h e  t o t a l  c o s t  o f  t h e  s e c o n d  g e n e r a l  s e r v i c e  c e n t e r  a n d  t h e  

a p p o r t i o n m e n t  f r o m  t h e  f i rs t  t o  t h e  s e c o n d  g e n e r a l  s e r v i c e  c e n t e r  a r e  a l l o c a t e d  t o  

e a c h  o f  t h e  r e m a i n i n g  s u p p o r t  c e n t e r s  a n d  t o  t h e  p a t i e n t  c e n t e r s .  T h e  d i s a d v a n t a g e  is 

t h e  f i r s t  g e n e r a l  s e r v i c e  c e n t e r  is  c l o s e d  a n d  n o  a l l o c a t i o n  f r o m  o t h e r  s u p p o r t  c e n t e r s  

t o  t h i s  u n i t  i s  p e r m i t t e d  u n d e r  t h e  s t e p  d o w n  m e t h o d .  S im i l a r ly ,  o n c e  t h e  a c c u m u l a t e d  

c o s t s  in t h e  r e m a i n i n g  c e n t e r s  a r e  a p p o r t i o n e d ,  t h e s e  u n i t s  a r e  c l o s e d  a n d  n o  f u r t h e r  

a l l o c a t i o n s  a r e  m a d e  t o  t h e m .  T h i s  p r o c e s s  c o n t i n u e s  unti l  t h e  t o t a l  c o s t s  a c c u m u l a t e d  

in t h e  l a s t  g e n e r a l  s e r v i c e  c e n t e r  a r e  a p p o r t i o n e d  d i r e c t l y  t o  t h e  p a t i e n t  s e r v i c e  o r  f inal  

c o s t  c e n t e r s .

A l t h o u g h  t h e  s t e p  d o w n  m e t h o d  a l l o w s  f o r  a  p a r t i a l  r e f l e c t i o n  of  

i n t e r d e p a r t m e n t  e x c h a n g e s  a m o n g  g e n e r a l  s e r v i c e  c e n t e r s ,  it c a n  b e  c r i t i c i z e d  f o r  

f a i l i n g  t o  a l l o w  ful ly f o r  all e x c h a n g e s  a m o n g  t h e  g e n e r a l  c e n t e r s .  T h u s ,  t h e  s t e p  d o w n  

m e t h o d  p a r t i a l l y  r e f l e c t s  i n t e r d e p a r t m e n t a l  d e m a n d s  a m o n g  t h e  g e n e r a l  s e r v i c e  u n i t s .
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F o r  e x a m p l e ;  it IS a s s u m e d  t h a t  t h e  g e n e r a l  s e r v i c e  c e n t e r s  o f  t h e  h o s p i t a l  a r e

t h e  d i e t a r y ,  h o u s e k e e p i n g ,  a n d  l a u n d r y  d e p a r t m e n t s  w h i l e  t h e r e v e n u e  g e n e r a t i n g  or

p a t i e n t  c a r e  c e n t e r s  a r e  r e p r e s e n t e d  b y  t h e  l a b o r a t o r y  a n d r a d i o l o g y  d e p a r t m e n t s

a n d  a  n u r s i n g  uni t .

Department Code Number

General service centers: D i e t a r y 1

H o u s e k e e p i n g 2

L a u n d r y 3

Revenue generating centers:

L a b o r a t o r y 4

R a d i o l o g y 5

N u r s i n g  un i t 6

Figure 3.1 s h o w s  t h e  a l l o c a t i o n of  t h e  c o s t s  r e s u l t s  f r o m  t h e  u s e  o f  t h e  s t e p

d o w n  m e t h o d  f r o m  t h e  a b o v e  e x a m p l e .

W h e r e
AC11 = apportioned cost form center i to center j for i = 1,2,3

TC = Total cost
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T h e  t o t a l  c o s t  o f  t h e  f i rs t  g e n e r a l  s e r v i c e  c e n t e r  IS a p p o r t i o n e d  t o  e a c h  of  t h e  

o t h e r  g e n e r a l  s e r v i c e  c e n t e r s  a n d  t o  e a c h  of  t h e  p a t i e n t  s e r v i c e  c e n t e r s .  N e x t ,  t h e  

t o t a l  c o s t  o f  t h e  s e c o n d  g e n e r a l  s e r v i c e  c e n t e r  a n d  t h e  a p p o r t i o n m e n t  f r o m  t h e  first  to 

t h e  s e c o n d  g e n e r a l  c e n t e r  a r e  a l l o c a t e d  t o  e a c h  of  t h e  r e m a i n i n g  g e n e r a l  s e r v i c e  

c e n t e r s  a n d  t o  t h e  p a t i e n t  s e r v i c e  c e n t e r s .

3.2.3 Double distribution method

T h e  d o u b l e  d i s t r i b u t i o n  m e t h o d  u s e s  t w o  r o u n d s  o f  a l l o c a t i o n s .  T h i s  t e n d s  to  

o v e r c o m e  s o m e  o f  t h e  w e a k n e s s e s  i n h e r e n t  in t h e  s t e p  d o w n  m e t h o d .  เท t h e  first  

d i s t r i b u t i o n ,  t h e  c o s t s  a s s i g n e d  t o  t h e  g e n e r a l  s e r v i c e  u n i t s  a r e  a l l o c a t e d  t o  all t h e  

o t h e r  d e p a r t m e n t s  ( b o t h  g e n e r a l  s e r v i c e  a n d  p a t i e n t  s e r v i c e )  in a c c o r d a n c e  wi th  

m e a s u r e s  o f  t h e  r e l a t i v e  d e m a n d  e x e r t e d  o n  t h e  e n t i t y  w h o s e  c o s t s  a r e  a p p o r t i o n e d .  

A f t e r  t h e  f i rs t  d i s t r i b u t i o n ,  t h e  c o s t  a l l o c a t e d  to  t h e  g e n e r a l  s e r v i c e  u n i t s  t h e m  a r e  

r e d i s t r i b u t e d  t o  t h e  f ina l  c o s t  c e n t e r s  u s i n g  e i t h e r  t h e  d i r e c t  o r  t h e  s t e p  d o w n  m e t h o d .

3.2.4 Simultaneous equation method

T h i s  m e t h o d  u s e s  inf in i t e  r o u n d  of  a l l o c a t i o n  uni t .  T h e  a d v a n t a g e  IS n o  c o s t  

left  in t h a t  c o s t  c e n t e r .  T h e  c a l c u l a t i o n  is d o n e  b y  c o m p u t e r  e x c e l  p r o g r a m .  T h e  r e s u l t  

u n d e r  t h i s  m e t h o d  is t h e  m o s t  a c c u r a t e  a m o n g  t h e  r e s u l t s  of  all m e t h o d s .  B u t  t h e  

d i s a d v a n t a g e  is t h a t  it c a n  n o t  s h o w  h o w  t h e  c o s t  o f  o n e  c o s t  c e n t e r  is a l l o c a t e d  to  

o t h e r  c o s t  c e n t e r s .

R e l a t e  d a t a  f r o m  s t e p  d o w n  m e t h o d ,  t h e  i l l u s t r a t i o n  of  t h e  c o s t  f i n d i n g  

t e c h n i q u e s  h a s  b e e n  s i m p l i f i e d  b y  a s s u m i n g  t h a t  t h e  h o s p i t a l  is c o m p o s e d  of t h r e e  

g e n e r a l  s e r v i c e  c e n t e r s  a n d  t h r e e  f inal  c o s t  c e n t e r s .  H o w e v e r ,  w h e n  p e r f o r m i n g  c o s t  

a n a l y s i s  in a  h o s p i t a l  c o n s i s t i n g  o f  m a n y  g e n e r a l  s e r v i c e  a n d  f inal  c o s t  c e n t e r s ,  It is 

n e c e s s a r y  o n l y  t o  e x p a n d  t h e  n u m b e r  of  r o w s  a n d  c o l u m n  o f  t h e  m a t r i x  a c c o r d i n g l y .  

F o r  i n s t a n c e ,  s u p p o s e  t h a t  t h e  h o s p i t a l  IS c o m p o s e d  o f  f ive  g e n e r a l  s e r v i c e  c e n t e r s  

a n d  f ive  f inal  c o s t  c e n t e r s .  T o  a c c o m m o d a t e  s u c h  a n  o r g a n i z a t i o n a l  a r r a n g e m e n t ,  w e  

m i g h t  m o d i f y  t h e  m a t r i x  e q u a t i o n .

T o  u s e  m u l t i p l e  d i s t r i b u t i o n s  t o  b e s t  a d v a n t a g e ,  a  c o m p u t e r  s h o u l d  b e  u s e d .  

เก f a c t ,  a  m e t h o d  o f  d i s t r i b u t i n g  i n t e r r e l a t e d  c o s t s  h a s  b e e n  d e v i s e d  in w h i c h  

s i m u l t a n e o u s  e q u a t i o n s  a r e  p r o g r a m m e d  o n  a  c o m p u t e r .

S e v e r a l  r e s e a r c h e s  w e r e  d o n e  t o  d e t e r m i n e  un i t  c o s t s  o f  h o s p i t a l  s e r v i c e s .  

A n d  t h e r e  w e r e  m a n y  h e a l t h  s t u d i e s  c o n c e r n i n g  in c o s t .  T h e  m e t h o d o l o g y  ol e a c h  

w a s  d i f f e r e n t  เท d e t a i l s ,  b u t  t h e  m a i n  o b j e c t i v e  w a r ;  t o  u s e  t h e  r e s u l t s  a s  a  lool  to  

m a n a g e  t h e  l imi t i ng  r e s o u r c e s  o f  t h e  o r g a n i z a t i o n .
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For this thesis, it will use both step down and simultaneous equation method

due to

-Step down method is a  m o r e  a d v a n c e d  c o s t  f i n d i n g  t e c h n i q u e  t h a n  d i r e c t  

a i l o c a t i o n ,  f o r  it i n v o l v e s  t h e  d i s t r i b u t i o n  o f  t h e  c o s t s  o f  n o n - r e v e n u e  p r o d u c i n g  

d e p a r t m e n t s  t o  o t h e r  n o n - r e v e n u e  d e p a r t m e n t s  a n d ,  in t u r n ,  f i na l l y  t o  r e v e n u e  

d e p a r t m e n t s .  T h e  c o s t s  o f  t h e  n o n - r e v e n u e  d e p a r t m e n t  s e r v i n g  t h e  m o s t  d e p a r t m e n t s  

( b o t h  r e v e n u e  a n d  n o r i - r e v e n u e )  a r e  d i s t r i b u t e d  f i rst ,  t h e  n o n - r e v e n u e  d e p a r t m e n t  

s e r v i n g  t h e  s e c o n d  l a r g e s t  n u m b e r  o f  d e p a r t m e n t s  is d i s t r i b u t e d  n e x t :  t h e  o n e  s e r v i n g  

t h e  t h i r d  l a r g e s t  n u m b e r  n e x t ,  a n d  s o  o n .

D u e  t o  s t e p  d o w n  m e t h o d :  t h e  f i rs t  g e n e r a l  s e r v i c e  c e n t e r  IS " c l o s e d "  a n d  n o  

a l l o c a t i o n  f r o m  o t h e r  g e n e r a l  s e r v i c e  c e n t e r s  t o  t h i s  un i t  is p e r m i t t e d  u n d e r  t h e  s t e p  

d o w n  m e t h o d  s o  Simultaneous equation methods h a v e  b e e n  d e v e l o p e d  in a n  a t t e m p t  

t h e  a c c u r a c y  o f  c o s t  f i n d i n g .  B y  u s i n g  c o m p u t e r ,  t h e  m o d e l s  will r e f l e c t  t h e  

r e l a t i o n s h i p  a m o n g  a n d  b e t w e e n  d e p a r t m e n t s .  T h e s e  s y s t e m s  r e p r e s e n t  t h e  m o s t  

p r e c i s e  m e t h o d s  o f  c o s t  a n a l y s i s  c u r r e n t l y  a v a i l a b l e .

T o  c o n c l u s i o n s :  เท o r d e r  t o  a d j u s t  f o r  i n t e r d e p a r t m e n t  s e r v i c e s ,  t h e  

s i m u l t a n e o u s  e q u a t i o n  m e t h o d  p r o g r a m m e d  f o r  a  c o m p u t e r  is t h e  m o s t  e x a c t .  S t e p  

d o w n ,  a l t h o u g h  a c c e p t a b l e  t o  m o s t  t h i r d  p a r t y  p a y e r s  is l e s s  a c c u r a t e  b e c a u s e  o f  t h e  

“c l o s i n g "  o f  a  d e p a r t m e n t  f o r  r e c e i p t  o f  c h a r g e s  f r o m  o t h e r  d e p a r t m e n t s  o n c e  Its 

o r i g i n a l  a n d  a c c u m u l a t e d  c h a r g e s  h a s  b e e n  d i s t r i b u t e d .

3.1.6 Summary of unit cost papers

Table 3.1 Summary of unit cost studies
Year Researcher Hospital Allocation

Method
Unit cost / visit บกit cost LC:MC:CC

1991 Priya Chonburi Double distribution OPD=109.54
ER=172.83

-

1996 Walaiporn Khon Kaen simultaneous OPD=236 
OB Gyn=136

I P D =1,242 48:45:7

1996 Seelepat Payamengrai Direct allocation Traditional medicine 
OPD=91

- 8:1:1

1998 Pakawadee Bangsaotong Direct allocation Maternal and child 
care = 228.97

' 33:60:17

1998 Kitteerawutipong Maeai stepdown OPD= 117 IPD=286/day -

Note; LC = L a b o r  c o s t ,  M C  = Mater i a l  c o s t ,  c c  = C a p i t a l  c o s t
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Priya (1991) studied unit cost of out -  patient Department and Emergency Unit 1 

Chomburi Hospital.She found that unit cost of out -  patient Department and Emergency Unit, 

Chonburi Hospital was rather low 1 comparing to other similar hospital. The reason were 

having a lot of building, furntiures and medical instruments that beyond the depreciation 

period and the well -  managed of Chonburi Hospital.

Walaiporn (1996) studied unit cost of out -  patient and in -  patient service of khon 

Kaen Hospital. This study revealed that the direct cost of the hospital is 411,086,423 baht. The 

total cost is composed of cost from NRPCC 17% RPCC 50% PS 32% and NPS 1%. Surgical 

intensive care unit has the highest unit cost (4,720 baht/day) but the gynecological ward has 

the lowest one (721 baht/day).

Silapat (1996) studied unit cost and cost recovery of traditional practice clinic in 

Payamengrai hospital, Chiangrai. Total program cost recovery was 33.19 percent. Material 

cost recovery was 312.15 percent. The result of the study could provide hospital 

administrators to compare between cost and benefit (both in money and other benefit term) 

and decide to promote the program or not.

Pakawadee (1998) studied unit cost analysis per activity of health center in 

Bangsaotong minor-district samuthprakan province. The unit cost per activity was derived 

from the total cost of all activities divided by the sum of all activities. Medical and nursing 

activities was 56% of the total cost.

Kitteerawuttipong (1998) studied operating cost of Maeai hospital, Chiangmai provice. 

He found that cost center which had the highest total direct cost was administration, and the 

lowest was X-ray.

3 . 2  H o s p i t a l  : P u b l i c  -  P r i v a t e  m i x  i n  F i n a n c e  a n d  

P r o v i s i o n

The increase in the proportion of industrial workers and urban residents IS apparent.

Rapid

industrialization has caused major change in lifestyles, health status, health behavior and 

increasing demand for overall health service. The improvement was due to more people 

participating in health development and to an increase in public spending on health.
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Both public and private health services have been expanded and wii! continue to 

improve until the country achieves an acceptable coverage. The success of health 

development is due to better coverage of basic health services, both public and private. Thus, 

more attention must be paid to the development of health management with an appropriate 

social and financing mechanism, Attention must be devoted to an improvement in health 

promotion, prevention, curative and rehabilitation services. There are 4 kinds of public and 

private mix เท finance and provision as following;

1) Public finance and public provision

2) Public finance and private provision

3) Private finance and public provision

4) Private finance and private provision

The point is that public finance does not have to match public provision 1 nor private 

finance and private provision. 3ublic provision could be financed by private arrangements 

(private insurance, direct charges, etc.) and private provision by public finance (e.g. 

prospective payments made by government agencies directly to private hospitals.)

s s s  is a example of mix between public finance to public or private provision which 

the universal coverage of health insurance and the active participation of the private sector 

and the local population must be encouraged. For example; s s o  which is public finance 

payment per capitation to Nakornthon Hospital which is private provision. เท the other way 

Nakornthon Hospital which is private provision pay to contract clinic which IS private provision.

3 . 3  S o c i a l  S e c u r i t y  S c h e m e  s t u d y

Anne Mills, Sara Bennett, Porntep Siriwanarangsun, Viroj Tangcharoensathien (2000) studied The 

response of providers to capitation payment: a case-study from Thailand

There has been a increase in interest เท low and middle income countries in 

introducing (or expanding) compulsory social health insurance schemes. Some social health 

insurance schemes in middle income countries, such as South Korea and Taiwan, have for 

some time purchased care from public and private facilities on a fee-for-service basis. The 

experienced of these schemes, particularly in terms of the rapid cost inflation experienced, 

has acted as a warning to other countries just initiating social health insurance or
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contemplating insurance reform. For example fee-for-service payment in Taiwan during the 

period 1980-1994 was undoubtedly a major factor behind the annual, per capita, health 

spending increase of 15.7% compared with a per capita annual GNP increase of only 12.1%. 

เท Korea, health expenditure as a share of GDP increased from 2.8% in 1975, to 4.3% in 1986 

and 7.1% เท 1991. The Ministry of Health and Social Affairs attempted to contain costs by 

mandating lower fees, but this was countered by volume increases. เท Thailand, fee for service 

payment has been used under the Civil Servants' Medical Benefit Scheme. This scheme 

experienced annual cost inflation of 20% in nominal terms during the period 1988-97, despite 

low inflation and almost zero growth เท civil servant numbers. The very high rates of cost 

inflation experienced were, at least in part, a response by providers to the incentives inherent 

in the fee for service payment system

An alternative means to control health care costs, while avoiding the complex 

demands imposed by case-based payment, is capitation payment. Social health insurance 

schemes in Argentina, Brazil, Nicaragua and Thailand have adopted, or are currently piloting, 

capitation payment as a means to remunerate public and private providers and this form of 

payment is attracting increasing interest. Capitation payment may help to control costs by 

transferring risk to the health care provider. But this transfer of risk also has potentially 

negative consequences. เท the United States, the evidence concerning the impact of 

capitation based payment on the quality of care is mixed and provides very little help to 

countries facing very different market structure, demand conditions and regulatory regimes. 

Very little is known about the effects of capitation เท middle income countries.

Capitation payment coupled with choice of provider are often recommended for 

compulsory insurance schemes, in an attempt to ensure both cost containment and quality of 

care (Barnum et al .1995). Thailand already has experience of capitation payment and there 

is a need to evaluate the experience of capitation payment and there is a need to evaluate the 

experience of capitaiton payment and there is a need to evaluate the experience of capitation 

payment under the s s s  in order to provide in formation that can guide the reform of the other 

schemes. The Thai experience in designing and implementing the scheme is also of great 

relevance to other countries who may be thinking of introducing similar approaches
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T a b l e  3 . 2  N u m b e r  o f  I n d i v i d u a l  C h o i c e  o f  H o s p i t a l s  in  T h a i l a n d ,  1 9 9 1  -  2 0 0 1

Y ea r P u b lic  H osp ital P rivate H ospital T otal
1991 1 ,9 9 6 ,9 5 3  ( 8 2 .2 2  ) 4 1 4 ,2 3 4  ( 1 7 .1 8  ) 2 ,4 1 1 ,1 9 0
1 9 9 2 1 ,7 0 3 ,2 4 6  ( 6 1 .8 2  ) 1 ,0 5 1 .8 4 4  ( 3 8 .1 9  ) 2 .7 5 5 .0 9 0
1 9 9 3 1 ,6 1 2 ,0 7 7  ( 4 8 .6 8  ) 1 ,6 9 9 ,2 9 0 .5 0  ( 5 1 .3 2  ) 3 ,3 1 1 ,3 6 7 .5 0
1 9 9 4 1 ,7 4 8 ,3 4 5  ( 4 4 .7 1  ) 2 ,1 6 2 ,3 2 8  ( 5 5 .2 9  ) 3 ,9 1 1 ,1 6 2 .5 0
1 9 9 5 1 ,9 0 0 .2 5 8  ( 4 4 .8 1  ) 3 ,3 3 9 ,7 5 2  ( 5 5 .1 8  ) 4 ,2 4 0 ,0 1 0
1 9 9 6 1 ,9 8 0 ,5 8 2  ( 4 0 .3 8  ) 2 ,9 2 4 .2 6 2  ( 5 9 .6 2  ) 4 ,9 0 4 ,8 4 4
1 9 9 7 2 ,3 1 7 ,4 4 6  ( 4 3 .1 0  ) 3 ,0 5 8 ,9 1 2  ( 5 6 .9 0  ) 5 ,3 7 6 ,3 5 8 .5 0
1 9 9 8 2 ,5 3 4 ,4 1 2  ( 4 5 .4 6  ) 3 ,0 4 1 ,1 6 3  ( 5 4 .5 4  ) 5 .5 7 5 .5 7 5
1 9 9 9 2 ,3 9 6 ,2 5 0  ( 4 2 .7 3  ) 3 ,2 1 1 ,7 5 1 .5 0  ( 5 7 .2 7  ) 5 ,6 0 8 .0 0 1 .5 0
2 0 0 0 2 ,4 3 6 ,7 0 e  ( 4 2 .0 1  ) 3 ,3 6 8 ,0 0 5  ( 5 7 .9 9  ) 5 ,7 9 9 ,7 0 9
2 0 0 1 2 ,4 8 0 ,9 2 4  ( 4 1 .3 1  ) 3 ,5 2 4 ,9 8 9  ( 5 8 .6 9  ) 6 ,0 0 5 ,9 1 3

N o t e  : t h e  v a l u e s  in p a r e n t h e s e s  a r e  p e r c e n t a g e .

The number of insured people at Nakornthon Hospital show as follow ;

เท 1 9 9 9  N u m b e r  o f  i n s u r e d  p e o p l e  w a s  3 1 , 0 5 6  p e r s o n s .  ( 0 . 0 0 5  %  o f  w h o l e  c o u n t r y

i n s u r e d  p e o p l e )

เท 2 0 0 0  N u m b e r  of  i n s u r e d  p e o p l e  w a s  4 2 , 9 7 1  p e r s o n s .  ( 0 . 0 0 7  %  of  w h o l e  c o u n t r y  

i n s u r e d  p e o p l e )
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