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~ Costing determinants for healthcare
services in Saudi Arabia

Case studies for 3 private hospitals
in Jeddah
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Abstract

The aim of the study is to determine key factors of costing methods
provided by privately owned for-profit hospitals in Saudi Arabia, and to
determine if they were applying accounting modern approaches to
pricing health services. To achieve the objectives of the study, one to
one interviews have been held with 3 respondents represented 3 private
hospitals in Jeddah, to answer 12 questions about costing methods
applied in their hospitals. The questions were designed to discuss health
care sector in Saudi Arabia, and to determine what it really misses to
achieve a consistent high performance. Answers have been’ discussed
and showed great similarity. Results of the study showed that Saudi
hospitals applied traditional accounting methods for health services
pricing, and the prices influenced by the health services of the similar
hospitals and its prices in recent years. These results meant that Saudi
hospitals in general did not apply modern accounting tools, as target
costing for example,or implement DRG to help improve costing
practice. At the end, study recommended more researches about
performance assessment in Saudi hospitals, which could be an essential
factor to improve health services costing and price setting, and applying
modern accounting tools to cost reduction, maintaining hlgh quality
performance and to keep its competitive positions.
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*Tertiary Care: Specialized consultative care, usually on
referral from primary or secondary medical care personnel, by
specialists working in a center that has personnel and facilities

for special investigation and treatment. (Secondary medical

care is the medical care provided by a physician who acts as a
consultant at the request of the primary physician.)
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10Relative value unit (RVU): a comparable service measure
used by hospitals to permit comparison of the amounts of
resources required to perform various services within a single
department or between departments. It is determined by
assigning weight to such factors as personnel time, level of
skill, and sophistication of equipment required to render
patient services. RVUs are a common method of physician
bonus plans based partially on productivity.

% Equivalence of the two healthcare costing methods:
bottom-up and top-down

Michael K. Chapko, Chuan-Fen Liu, Mark Perkins, Yu-
Fang Li, John C. Fortney and Matthew L. Maciejewski
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SHealth Basket was a part of the Specific Targeted Research
or innovation project in the European Commission’s 6th
Framework programme (Grant: SP21-CT-2004-501588). The
project was launched in April 2004 and was completed in
March 2007. The participating countries included Denmark,

France,

Germany, Hungary, Italy, Poland, Spain, The

Netherlands, and the United Kingdom.
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'6 The EURO-DRG Project aimed to identify regional and
structural factors for adjusting hospitalization costs (whilst not
losing sight of variations in treatment patterns). Alongside
harmonization of classification systems, adjusting for these
factors is a fundamental pre-requisite for meaningful, cross-
national comparisons of healthcare providers in Europe.

http://www.ehma.org/?q=node/47
By ol peis Jaue sl et Jlas pl pa illall o assdl olsyast

55l lasedl pladl e Ciay g il colaadd ped us 2 M o 3342 1o gannt,

JMM&SJ:E&:&G-- L‘JBF'MFL“;I:J‘P*"JU‘;JVUN Y'CJ‘JSQ

35 by (Y N =Y 0 08) oo owele Uyl 3 G anal g g p2dh s OB geldl jisaall iy
Loty MHCTO-COSHING Joodl S Glao 3 b pliscal 42 i oA
iogad Chiadl o o3 oo pladl M Sl e Bopest ol By comandll o al
Qs BBV Jgs il (S e 3002 038 Olil 5 legest 3 dnkall Sl
<, of asuall aludl é_}fu Sebl By caddr (3 1S B pladl s o Gl
@ o g3 @ Gl pas aaly A L Bsk L g ol el 1id 2 LA

il Skl Ol gt p Ao ez ol il S lan Lo 2SI S

e ST e s A....“} ALSA Jalgall wad ) gl e Oas a5,
LS LJ._uz:J\rJ':.E Sl ) BloYb ;Cbbd\ C';L:' R I wlase gy

a8l Al Lad (3 Al e ) Sledst 53 o aali gl Au 3 ) S ol



IO atially Sl Lo J o ol oy CAUNESN (o 5 A o sl Jall Coneay 3
Tpulae ity Lualal) sl yaY! lais dans clgnand s LU iy gon den 3000
LK iy psebe £ d) Aui ok Gl gy AASU s Gk el
Osdl e Ugo IS S oLl Sase b Caadf 3 gl llandll Jpend (B o505

S il jabial ) Lida Gl pgihe ) e A0

L Lty i sl Gplle of Zud pall Cada g Lgnand s RIS iy pany (Bl Lash
el 43,k A e JCost-based pricingYAalall ida jeadl dG,k DA e
g AN Al st Laalle of o sy cdlall ald padil cile gead
aliiy Loalall cile oYl Glay Bl Lad Wl copaiiall e ol Cpaall (oudasall dpuailly
Cpe B3 el e Blat Jeall o 5onS CilidEA) A jall s a8 SN dulas
Cist s daial9) Lidiuadl Lass S sl B ally 28SH 59 e JSa Leand

Aatall ZEY ) e a3 ok (RS il IS 5 o Jaladll 5 cilleal

Ay sy allsal cligfa i AdS ey (Bl s 385k 3la Led W
LA Gl 550 U aasd oy Sl clgSe of Auall ey S clgans
e &l Microcosting Jeadall 4iSal (s 45 )l 5/Gross Costing eyl
dagshy s «Top-Down il geiall Bottom-Up (sacloaill geiall glastud Dla
ol el At ol cadl aly cadlSall s 383 (a0 8 matag Ayl JS iliss Jlal
la sl aie Al o Jsall Ly caaial (Al Jalgall G (e 1 2l Ddle V) oSG

YA pricing method in which a fixed sum or a percentage of
the total cost is added (as income or profit) to the cost of the
product to arrive at its selling price '
http://www.businessdictionary.com/definition/cost-based-
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18cost effective: Economical in terms of the goods or services.
received for the money spent.
http://www.thefreedictionary.com/cost-effective

“Improving patient-level costing in the English and the
German “DRG” system -
Matthias Vogl
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2 A cost pool is a grouping of individual costs, typically by
department or service center. Cost allocations are then made
from a cost pool. For example, the cost of the maintenance
department is accumulated in a cost pool and then allocated
to those departments using its services.
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24 Equivalence of the two healthcare costing methods: bottom-
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33Costs and prices for inpatient care in England: mirror twins
or distant cousins?
David Epstein —Anne Mason

3National Health Service was launched in 1948.It was born
out of a long-held ideal that good healthcare should be
available to- all; regardless of wealth — a principle that remains
‘at its core. With the exception of some charges, such as
prescriptions and optical and dental services, the NHS in

England remains free at the point of use for anyone who is a
UK resident. That is currently more than 64.1 million people
in the UK and 53.9 million people in England alone.

http://www.nhs.uk/NHSEngland/thenhs/about/Pages/overview

.aspx
Known as Primary Care Trusts (PCTs)
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*Known as foundation trusts

*"Block contract:

'An NHS (UK) term of art for an arrangement in which the h

ealth services provider (as used in the UK, providersrefer to c

orporate entities such as hospitals and trusts, and not to indivi

duals) is paid an annual fee in installments by the Healthcare

Commissioner in retirn for providing a defined range of serv

ices, especially a new service—

e g respite care, day care, home care—over afixed period.
payment by results” (PbR)
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