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Estimation of the Total Cost Equation of General Hospitals
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ABSTRACT

The estimation of the total cost equation of general hospitals is studied in the perspective
of service providers. The objectives are to create a cost model for general hospitals and to study
the factors affecting the total cost of 17 general hospitals by using the panel regression model.
The results found that financial risk level, bed occupancy rate, number of beds, adjusted relative
weights, and case mix index are related to the total cost of the hospitals in the long term. The
number of beds has the most significant effect on the hospitals’ expense, while the occupancy

rate has the least impact. Moreover, the total cost of the hospitals does not change over time.
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WaN1INA&dU Granger Causality Test LLUUTIU

Null Hypothesis Obs F-Statistic Prob.
U, does not Granger Cause R, 51 0.318 0.729
R, does not Granger Cause U, 0.056 0.946
B, does not Granger Cause R 51 0.456 0.637
R, does not Granger Cause B, 70,695.8 6.E-81
AdjRW, does not Granger Cause R, 51 2.937 0.063
R does not Granger Cause AdjRW, 0.296 0.745
CMI,, does not Granger Cause R, 51 2.531 0.091
R, does not Granger Cause CMI, 0.927 0.403
TC, does not Granger Cause R, 51 0.704 0.500
R, does not Granger Cause TC, 1.071 0.351
B, does not Granger Cause U, 51 5.369 0.008
U, does not Granger Cause B, - 4.427 1.000
CMI., does not Granger Cause U, 51 1.647 0.204
U, does not Granger Cause CMT, 0.369 0.694
TC, does not Granger Cause U, 51 0.018 0.982
U, does not Granger Cause TC, 5.451 0.008*
AdjRW,, does not Granger Cause B, 51 - 22.346 1.000
B, does not Granger Cause AdjRW 2.059 0.139
CMI,, does not Granger Cause B, 51 -2.029 1.000
B, does not Granger Cause CMT, 2.041 0.142
TC, does not Granger Cause B, 51 -19.346 1.000
B, does not Granger Cause TC, 5.994 0.005**
CMI., does not Granger Cause AdjRW 51 0.434 0.650
AdjRW does not Granger Cause CMI 1.726 0.189
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Null Hypothesis Obs F-Statistic Prob.
TC, does not Granger Cause AdjRW, 51 0.325 0.724
AdjRW does not Granger Cause TC, 8.133 0.001***
TC, does not Granger Cause CMI, 51 0.558 0.576
CMI, does not Granger Cause TC, 0.671 0.516
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nan1magauAuilevasdayalagly Panel Unit Root Test fisedu Log | (0)

Individual Individual and trends None

Variable
Statistic Prob. Statistic Prob. Statistic Prob.
logR, -5.778 0.000 -8.220 0.000 -0.424 0.336
logO, -27.277 0.000 -24.739 0.000 0.877 0.810
logR, - - - - 1.393 0.918
logAdjRW,, -7.735 0.000 -06.642 0.000 5.201 1.000
logCMI, -25.480 0.000 -0.809 0.209 0.797 0.787
log7C, -5.929 0.000 -22.652 0.000 0.258 0.602
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Nan1sNAaau Panel Unit Root Test ¥@4A Error

Method Statistic Prob.

Levin, Lin & Chu t -45.298%** 0.000
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M5USHUIBUNANISIASIZRA287S Fixed Effect Model (FEM) waz Random Effect Model (REM)

Coefficient Std. Error t-Statistic Prob.

Variable
FEM REM FEM REM FEM REM FEM REM

logR 0.049 0.028 0.037 0.034 1.337 0.810 0.186 0.420

logO 1.029** | 0.117** | 0.404 0.052 2.550 2.252 0.013 0.027

logB 1.206*** | 0.366** | 0.434 0.164 2.782 2.239 0.007 0.028

logAdjRW | -0.128 | 0.502*** | 0.338 0.160 -0.379 3.134 0.706 0.002

logCMI | 0465 | -0.764 | 0347 0303 | -1.342 | -2.523 | 0.185 0.014

C Q.7277%% 112024 |  3.376 1.174 2.881 10.239 0.005 0.000
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NAN1INA§U Hausman Test

Weighted Statistics (REM)

R-squared 0.393 | Mean dependent var 5.078
Adjusted R-squared 0.354 | S.D. dependent var 0.166
S.E. of regression 0.133 | Sum squared resid 1.406
F-statistic 10.222 | Durbin-Watson stat 1.703
Prob(F-statistic) 0.000 | Mean dependent var 5.078
R-squared 0.393 | S.D. dependent var 0.166
Adjusted R-squared 0.354

Unweighted Statistics (FEM)

R-squared 0.726 | Mean dependent var 19.617
Sum squared resid 4.319 | Durbin-Watson stat 0.554
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