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Abstract

Introduction: Hospital is facing with diff-
erent aspects both income and cost as a
firm. On other hand, health cost will alwa-
ys take a great share of family expenditure.
So, hospitals are constantly obliged to app-
ly and use cost-benefit analysis to increase
efficiency and productivity. Accordingly,
institution managers have to be aware of
hospital cost function.

Materials & methods: This research has
made an attempt to estimate the regression
function of hospital costs based on econ-
ometrics method with the help of 14 main
indices which will affect hospital cost in 8
governmental hospitals of Ilam province
during 2003-2013. It is worth to mention
that Translog function specification has be-
en applied in the estimation.

Findings: Results indicate that the cost of
Ilam hospital has a positive relationship
with labor -capital price and quantity of pr-
oduction positively during 200/-2013. Bes-
ides, since the coefficient is meaningful at
0.05 percent, se it shows that variables like
the emergency rooms, eqiupements, buildi-
ngs, bedridden time, releasing and morta-
lity rates has reciprocal effect on hospital

cost. 10 percent increase in quality of serv-
ices leads to 34 percent increase in hospital
cost.

Discussion & Conclusion: Since there is a
direct relationship between the quality of
services, relative cost of labor and inv-
estment and hospital cost so, in order to
decrease the hospital cost, one of the
following two effective factors including
labor force or investment should be
decreased. Labor force includes the number
of nurses and investment includes eqiu-
pements, building, and so forth. Production
decrease has a direct relationship with
decrease in number of visited, bedridden,
and released patients, and decrease in none
of them is acceptable. So, the labor relative
price decrease can be considered as the
best solution for decreasing hospitals’ rel-
ative cost which is obtainable via change in
the condition of labor engagement in ho-
spitals, application of the lowest wage rule,
and annual wage increase.

Keywords: Hospitals, production, costs, ca-
pital costs, labour cost
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