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Cost Analysis of Nursing Homes
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Background. The main objective of this study was to create a database to be used as a
guideline for administrative decision making with regards to nursing home cost
analysis. The study results will provide detailed information about the administration
of licensed nursing homes in Taiwan, serve as policy guidelines for unlicensed nursing
homes, and help in the establishment of licensed nursing homes in the future.

Methods. In order to describe the cost of different sizes and administration methods of
nursing homes, we classified bed-size into three categories: under 30-beds, 31-60-beds,
and over 61-beds. Under each category, nursing homes were further classified according
to operation method: hospital-operated and self-operated. Therefore, there were a total
of 6 types for the combination of bed-size and operation method. The analysis of this
research was based on these levels.

Results. This cost analysis revealed that the monthly nursing fee of hospital-operated
nursing homes of all types was more than that of the self-operated nursing homes, i.e,,
the larger the bed-size, the lower the monthly service cost. The average admission fee
was below the average service cost for all levels. Except for self-operated nursing homes
with over 61-beds, nursing homes could not make both admission fees and service costs
meet. The largest proportion of the fixed cost was personnel expenses. The ratio of costs
for personnel expense to the revenue of nursing homes is 69.9%, which is over the
miminum requirement of 40% to 50%. Thus, each nursing home is in the red.
Conclusions. The research suggests that the model of the self-operated nursing home
with 61-beds should be taken into consideration when establishing a new nursing home.
Reducing the personnel and fixed costs allows nursing homes to operate more
successfully. ( Mid Taiwan J Med 2001;6:223-32)
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