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Determinants nf Hospital Costs
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There Is no such thing as a “True cost.
“True Cost” = “Real Cost” = “Actual Cost”

= used erroneously to describe what Is believed to be the
underlying cost to produce a good or service, carry out
an activity, or achieve a goal.

= cost depends on many variables, including input prices
and decisions made by the producers (e.g., health care
providers)

= The cost of delivering health services Is not a single
point that can be measured—rather, it is a function of
decisions made by providers, which can lead to
Inefficiencies.

From: Annette Ozaltin, Costing of Health Services for Provider Payment, 2014



ricure Il. Considerations in Setting Provider Payment Rates

POLICY COST
OBJECTIVES ANALYSIS

RA:; {:I)II:JARB;":LEEE NEGOTIATION
PROVIDER PAYMENT RATES

From: Annette Ozaltin, Costing of Health Services for Provider Payment, 2014



Unit Cost The cost incurred to deliver a single good or
service (e.g., laboratory test).

Unit of Service A unit of output of inpatient or outpatient
health care delivery (e.g., bed-day, discharge, visit, lab test,
exam, surgery, prescription).

Unit of Payment The unit of output for which a health care
provider is paid under the payment method—per service,
per visit, per case, per bed-day, or per person per yeatr.



Identification of hospital services
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Figure 5.5 Methodology matrix: Level of accuracy of the
identification and valuation of hospital services

Sources: Tan, 2009; Tan et al., 2009b.



ricure 2. Top-Down Costing

INDIRECT COSTS

Allocated to departments
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From: Annette Ozaltin, Costing of Health Services for Provider Payment, 2014



FicurRe 4. Top-down Cost Calculation Example

AVERAGE COST PER OB/GYN UNIT OF SERVICE

TOTAL COSTS OF
{]E/GYN DEPARTMENT UNITS

TS INDIRECT COSTS OF

Salaries of Equipment depreciation, SERVICE
department staff salaries of administrative _

Drugs & medical staff, and other indirect D[-"'-‘h“fEEEJ_ '?:‘EJ‘
supplies costs allocated to OB/GYN days, or visits

from other departments

From: Annette Ozaltin, Costing of Health Services for Provider Payment, 2014 9



Ficure 1. Bottom-Up Costing

AYERAGE OYERHEADS USE IS MEASURED AND VALUED AND THE

IN D I R ECT COSTS COST IS ALLOCATED TO SERVICES OR PATIENTS
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FicurRe 3. Bottom-up Cost Calculation Example

COST OF INDIVIDUAL

OB/GYN PATIENT 3
- AVERAGE
=——lg COST PER
== T
et OB/GYN
. "» PATIENT
UNIT | INDIRECT =k=]
- - o COSTs T}f: ".i Sum of cost of many
. ==R= . individual OB/GYN
Personnel time Overhead ':‘n:: ".: patients + number
« Tests & _pmce-‘dures erlinated or =4 E of OB/GYN
. Drug.ﬁ. & medical allocated = 7 patients measured
supplies = i

From: Annette Ozaltin, Costing of Health Services for Provider Payment, 2014 11



Costing Sequence

Identify
Resources

Used

Measure
Resources

Used

Value
Resources

Used

IDENTIFY the resources used by the provider, department/specialty,
service, or patient.

MEASURE the amount (volume) of resources used by the provider,
department/specialty, service, or patient.

ASSIGN a value to the resources used by the provider, department/specialty,
service, or patient.

From: Annette Ozaltin, Costing of Health Services for Provider Payment, 2014
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Thal Health Data Standards: Current

Minimal data sets for
Insurance process (12 Files),

Health center activities reports
(18 Files)

1. Core data set standards

ICD 10 TM, ICD 9 CM

2. Semantic standards = g
Citizen IDs, Facility IDs

3. Syntactic standards X

4. Security and privacy standards X



Standard Data set for health insurance (12 files) 1996
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Thal Health Data Standards: Developing

43 Files
Referral, Chronic Diseases

Drug Terminology (TMT), SNOMED-CT

2. Semantic standards Lab. Code (LOINC)
Providers IDs

1. Core data set standards

3. Syntactic standards HL7 messaging, CDA

4. Security and privacy standards X
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Thailand Approach to Health Data Standards

ICD -10
12 Files
18 Files

CGD code
Shared

Health DRG
Citizen IDs g Facility IDs T™T
Health Inventory Indicators

N\
Client Facility Provider Coding &
Registry Registry Registry Terminology
\

Record
)
National LOINC Referral National
Provider SNOMED Docs. Product
IDs Catalogue

‘ ' Interoperability Layer )
? Open HIM, IHE, HL7, CDA, Authentication, Mapping services

Hospital Insurance mHealth Supply Chain
[ EMRs J [ Systems ] [ Claim J [ Applications J [ Applications HMISs

CGD = Comptroller General Department, TMT = Thai Medicines Terminology, DRG = Diagnosis Related Group, IHE = Integrating
the Healthcare Enterprise
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ANUUIVYSIUUATSISTUADY (ADSA.)
Health Systems Research Institute (HSRI)

SOUTH KOREAN PUBLIC
HEALTH IHSURANCE SYSTEM

Health Care

Review & Assessment D u-1ml|u|:|m ent
of Benefit Criteria

Review &
Assesament

Results |
N

_ RHeview &
Assessment

Results
s e
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Request for Yarification ? ; Provision of Benefit
of Feg & Benafit Cove rage : '.E.F and Fee Infermation
Co-payment
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Health Care Services

Paymant for Claims

Figure 8: Scuth Korea's Public Health Insurance System comprised of two primary institutions, the Health Insurance Review
and Assessment Service (HIRA) and the National Health Insurance Corporation (HHIC)
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Three dimensions to consider when moving towards universal coverage

From: http://www.who.int/health_financing/strategy/dimensions/en/
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