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Abstract

The documents about the medical care system re-
form have been issued since April 6, 2009, which re-
ferred to public hospital reform as one of the most of
important matter. In this regard, we have no experience
on how to reform to draw upon. Especially, programs
about cost reimbursement which regarded as a pilot in
the three key aspects of reform have been disputed for
long time. At present, it is urgent need to explore medi-
cal service cost reimbursement plans after eliminating
medicine price plus basis gradually.

For cost reimbursement, cost accounting is the
foundation. However,the cost accounting is a very com-
plex task. The higher precision cost accounting is at-
tained, the more condition required. Therefore, a govern-
ment cost reimbursement plan based on cost accounting
can not adapt to different hospitals in different regions.
In addition, though scholars in field of cost accounting

have much research, they did not integrate process and
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apply with principle.

Therefore, this paper studied government cost reimbursement
mechanism of public hospital based on the cost accounting and put
forward the corresponding feasible scheme in terms of five aspects.
First, we analyzed the management features and the historical
background and necessary conditions about some typical national
medical service cost reimbursement abroad and compared with our
present situation. So, we revealed that direct cost reimbursement
must be implementation promptly. Second, we had more clear un-
derstanding about public hospital’s market situation, government
reimbursement policy orientation and method by way of exporting
the present situation of public hospital. Third, we obtained the opti-
mal reimbursement means throng discussing the reimbursement
foundation and standard abided by cost reimbursement and the op-
timum reimbursement theory at present. Forth, we designed three
projects such as simple, ideal and suboptimal project to be selected
for different areas and hospitals in terms of financial capability and
hospital management level. Fifth, the paper illustrate in detail the
implementation steps and methods of each project through the ac-
tual cases.

In terms of international comparison is concerned, the paper
discussed the system factor influenced with the medical service cost
and system classification firstly, then we selected America, U.K,
Canadian’s medical service system as sample to analyze them how

to contain production cost, treatment cost and health cost. To this



end, we summed up some very valuable regular management mea-
sures. At the same time, the paper put forward some relative prac-
ticability policy suggestions referred to regular management mea-
sures based on the analysis in brief about Chinese cost reimburse-
ment mechanism and management. The employment of policy sug-
gestions should be a procedure progressively since the huge differ-
ence between China and Western nation about management and
historic and culture, especially, and the consideration about politi-
cal system, the social history and culture and the hospital manage-
ment level and other factors when we expected to implement a
newly medical service management system. The paper believed that
direct cost reimbursement project must be put into effect in time.
The paper’s analysis started from the basic situation about
public hospital in our medical service market, development history
of government cost reimbursement to public hospital and status quo
of a public hospital about government direct cost reimbursement to
public hospital.  We found that public hospital predominated in
terms of beds, hygienic technical personnel and, especially, quanti-
ties, although the number of institutions in public hospitals broke
even with other properties statistically. Otherwise, we also found
that expenditure occurred in class 2 and 3 hospital shared 80%—-
90% of the medical institution expenditure. In other words, the re-
search of resource allocation about class 2 and 3 hospital repre-
sents health resources allocation in general configuration actually.

In view of cost reimbursement policy evolution, the policy guidance
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was a process from plan to market, then to emphasize public inter-
est. Cost reimbursement mode that government granted to public
hospital included in charge, the government subsidies and drug
mark—up. The government subsidies means mainly had the forms of
fixed and orientation. Moreover, the amount of revenue rooting in
government shared very low.

If we want to incentive public hospitals to provide service that
meet social expectations by the means of government direct cost
reimbursement, we need to put forward certain standards. Obvious-
ly, the rationalization of resource allocation was the first standard.
In view of economic, the optimal allocation of resources can realize
that we can produce some output in use of minimizing the total cost
or produce maximize output in use of some of cost. Another stan-
dard is to correct distorted doctor action. The serious problem in
public hospitals is that the labor price is low, and the price of drug
is too high in basic medical services, at the same time, hospital
revenue was related to drugs sales and staff’s salary was bound up
with hospital’s revenue,the so—called ‘profit derived from drugs
sales subsides loss from medical service’. So, the service action
were distorted.

In terms of medical service, resource configuration optimiza-
tion was to improve production efficiency, treatment efficiency and
the efficiency of health about medical resource gradually.

However, ‘profits derived from drugs sales subsides loss from

medical service’ had set obstacles for people to enjoy equal medi-



cal service and, on the other hand, made the social resources allo-
cation disorder and hindered economic development.

It maybe a choice that we adjusted the distorted price directly
to eliminate ‘profits derived from drugs sales subsides loss from
medical service’. But we couldn’t adjust medical service substan-
tially due to the realization that the demander of medical service
which exist huge difference in payment capability pays medical
service and medical security, so what we can do is to direct finan-
cial compensation for public hospital by government.

We could compensate public hospital not only by way of based
on the input, but also basing on the medical service output. Cost
reimbursement basing on the input couldn’t improve doctor’s be-
havior and medical service efficiency, and even make the original
distortion trend has become more serious. Cost reimbursement
based on the output was a good substitute. The different outputs
had different effects to doctor’s behavior and medical service effi-
ciency. If we adopted these different output to compensate public
hospital, the adjustment to doctor’s behavior step by step got closer
to the ultimate goal of the social demand for medical service in
terms of output such as beds and item and case mix and health.
The usefulness of these different output was a process that to adjust
doctor’s behavior to meet ideal state constantly.

It can promote the efficiency of hospital if we will compensate
public hospital based on per diem, but the promotion was uncer-

tainty. If we compensate public hospitals based on the item, it will
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improve hospital production efficiency. If we compensate public
hospitals based on the case mix, it will improve hospital treatment
efficiency. If we compensate public hospitals based on the health, it
will improve hospital health efficiency. Thus, if output was selected
as basement to compensate public hospital, it will improve hospi-
tal’s business. At the same time, different financial cost reimburse-
ment project were our choice inevitably which will adjust doctor’s
behavior and convenient finance department budget.

Cost accounting is very complex, and the higher the precision
is, the more cost we must pay in the process of accumulate relate
data. Otherwise, different precision cost accounting fit with different
personnel, equipment and hospital management level of informa-
tion. The paper put forward a simple financial compensation
scheme, the suboptimal compensation scheme and the ideal solu-
tion for different financial and hospital management level in differ-
ent areas.

Simple compensation scheme was a scheme based on the re-
sult derived from the hospital department cost accounting. In this
scheme, it first will calculate bed cost resulted from the cost of di-
rect medical department, then, carry out financial cost reimburse-
ment. Idea compensation scheme was a scheme based on the result
derived from the hospital item cost accounting. In this scheme, it
first will calculate difference between actual cost happened in some
hospital item and priced by government, then, carry out financial

cost reimbursement based on the difference. Suboptimal scheme



was a scheme intervenient above. Some item cost will be translated
from correspond department cost for some regular and overlap item.
Others calculated cost one by one. And the calculation of financial
cost reimbursement was the mix above.

When some area selected the scheme, they must take into ac-
count all factors such as financial capacity and financial operation
and cost accounting system in hospitals etc. Different scheme re-
quired different finance and hospital management level compatibly.
Government finance guaranteed the government to have enough
funds to invest the item of hospital cost accounting, and hospital
management level can ensure the work implement favorably. At the
same time, the paper also made detailed analysis about cost ac-
counting forum, the content, the implementation steps and result
check, which can effectively guide the practice.

The fifth chapter gave a full exposition of the cost accounting
principle, accounting method, implementation steps and the calcu-
lation about amount of cost reimbursement for simple cost reim-
bursement scheme based on the result of the department cost ac-
counting, as well as the idea scheme based on the result of the item
cost accounting in the sixth chapter. For the department cost ac-
counting, the paper firstly introduced fundamental principles such
as the concept of cost accounting, object, and product costing, then,
and the practice, data collection and calculation in the department,
questions and solution happened in sample hospital. Among them,

cost and unit cost calculations were used step—down accounting in

13



e e e e e
SEMWIFZREFIRI D ESEZ BN B i

~

the department. And, item costing was used activity—based costing
as accumulation method which is more advantageous in costing
precision and available management. The paper also introduced the
principle,  pooling steps and allocation methods about activity —
based costing. Among them, the key point was the confirmation of
resource and activity drivers and the process of cost accumulation.
Second, we all attained the figure by the way of calculation, and we
also calculate the quantity about government cost reimbursement
based on the cost figure. Finally, the paper analyzed the some
problem such as incentive and restraint in the process of cost reim-
bursement.

In short, the research about government direct cost reimburse-
ment to public hospital started from international comparison to
scheme implementation. The aim of this exploration was to solve
the problem that distorted hospital and doctor’s behavior derived
from “yi yao yang yi” and optimized the resource allocation in our
public hospitals, so then to fully embody the public hospital’s pub-
lic interest. As far as the situation of public hospital is concerned,
it was suitable to actual circumstances that government compensate
directly to public hospital used different cost based on different ob-
ject in terms of hospital management levels in accordance with the

present situation faced by public hospitals practically.

Key words: public hospital financial reimbursement

Cost reimbursement pathway  cost accounting
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