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Unit Cost Analysis: Standard and Quick Methods
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Abstract  Unit Cost Analysis: Standard and Quick Methods
Kanjana Tisayaticom, Walaiporn Patcharanarumol, Viroj Tangcharoensathien
Senior Research Scholar Program in Health Economic and Financing
International Health Policy Program-Thailand
Journal of Health Science 2001; 10:359-367.

This paper reports a brief technical detail on standard methodology and a quick way of
estimating unit cost of each hospital. Cost information derived from the standard method serves
as one of important management tools for cost control and efficiency improvement. The quick
method expedites cost comparisons among various health centers and hospitals. The standard
costing methodology consists of the followings : a system analysis, with categorization of
hospitals units and departments into cost centers (supporting, ancillary, patient services); direct
cost collection on labor. material and capital depreciation cost for each cost center. Then total
cost of supporting and ancillary units allocate to patient service centers (outpatient and inpa-
tient). Unit cost per outpatient visit and admission is derived from the full cost of patient
service units divided by its relevant number of services produced. )

The quick method is more simple, the total annual operating expenditures (labor and
material) for the whole hospital was divided by weighted output. The denominator is a summa-
tion of outpatient visits and number of admissions multiplied by a factor. This factor derived
from the previous standard method of costing and is the ratio of cost per admission and cost per
outpatient visit. The factors of 14 and 18 are employed for community and provincial hospitals
of the Ministry of Public Health respectively. For example, the paper demonstrates how to use
the quick method of cost estimation in some provinces.
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