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Abstract

This study examines the economic effects before and after public hospital reorganization. A
comparative static analysis was conducted between 2012 and 2016 for four hospitals in the case of
hospital organization/reconstruction and two hospitals in the case of hospital networking. Economic
ripple effects, value-added amount, and labor productivity were obtained based on the hospital business
financial results, regional input-output table, and RESAS data.

The economic impact is high for hospitals on the hard side of integration, reorganization, and hospital
reconstruction. That is, by making the hospital an acute care hospital with advanced medical care and
high functionality, it will have high cost and high unit cost, and labor productivity will also be high.
However, it is susceptible to policy changes in the reimbursement system. Besides, it is questionable
whether they can coexist by expanding their service area and competing with other high-functioning
hospitals for patients.

Hospitals with network functions can have an economic effect, depending on the population and
economic scale. The initial cost is not so high, and the hospital has medium cost and medium unit price.
Labor productivity is moderate. Subsidy input is decreasing, and the number of physicians per 100 beds
is increasing after networking.

Reorganization and networking of public hospitals has economic benefits and should increase the
amount of value added and labor productivity of hospitals. To do so, functional differentiation should be
studied in the region and physicians and other technical personnel should be reallocated. Networking

also has the advantage of reducing subsidies and increasing the number of physicians.

Keywords: hospital consolidation and reorganization/networking, hospital business financial results,

input-output table, economic ripple effects, value-added of hospitals
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