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Evaluating the Financial Impact of Privatizing a Municipal
Hospital: An Application of Financial Analyses

Objectives: This study intends to investigate the financial impacts of different operation
alternatives for a government-owned hospital. Through financial analyses, decision-makers can
gain financial insight into different alternatives. Methods: Operation results of different alterna-
tives were obtained based on cash flow analysis, revenue/cost behavior analysis, net present value,
and sensitivity analysis. Data were obtained from financial statements of six municipal general
hospitals and six private not-for-profit general hospitals in the same medical region. Results: In
all cases, the semi-open and joint venture models resulted in higher net present values (NPV) than
did the other models. While the semi-open model obtained NT $314-$392 million NPV from its
operations, the NPV for the joint venture model was NT $517-$852 million. However, if the
hospital's share is less than 61% of its operating result in the joint venture model, the semi-open
model is preferred in terms of providing more actual financial contribution to the hospital. Con-
clusions: The semi-open and joint venture models are superior to other models in terms of finan-
cial results. However, for the decision-maker, the net financial contribution to the hospital should
be a relevant issue for consideration. This study establishes a systematic approach t6 decision
making by employing financial analyses. Nevertheless, accurate financial estimates depend not
only on a systematic approach but also on continuous refinement of the analyses based on past
estimating experiences. (Chin J Public Health. (Taipei): 2000;19(2):96-108)
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