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Abstract

This independent study aimed at performance analysis of private hospitals in
Chiang Mai Province in 1994-1997 The benefits of this study were as follows :
firstly, the performance and problems of private hospitals in Chiang Mai Province
could be perceived. Secondly, the study could be used as a guideline for
entrepreneurs of private hospitals in improving their performances. Lastly, the study
could be used as a guideline for those who were interested in performance analysis.

in this analysis, data were collected from financial statements during
1994-1997 of § private hospitals with more than 100 units each. The five hospitals
comprised Lanna Hospital, Chiang Mai Ram 1 Hospital, Central Chiang Mali
Memorial Hospital, Rhuam Path Hospital and Changpuek Hospital. The following
analysis tools were utilized: trend analysis, cash flow analysis, financial ratio analysis
and Du Pont analysis. Besides, data were also obtained from interviews of private
hospitals’ entrepreneurs, relevant books and joumals. The results of this study
could be summarized as follows: _

Results from trend analysis revealed that since 1995 financial structure of
private hospitals consisted mostly of capital which was gained from debts, especially
current liabilities which increased by 146% on the average, resulting mostly from
bank overdrafts and accrued interest payables. Long term debts increased by 22 %
on the average since 1996. Shareholders' equities decreased every year due to net



loss by 30% on the average. Total assets raised every year by 24 % on the average.
Fixed assets increased due to land and building in 1995-1996 and began to
decrease in 1997. Fixed assets increased by 9% on the average. Current assets
decreased in 1995-1996 as shown in cash in hand and cash at bank, and increased
in 1997 from accrued interest receivables and short term lend. Current assets fell by
4% on the average. Total revenues increased every year by 48% on the average.
Revenues from medical - treatment fees increased in 1995-1996 and decreased in
1997 -on the average the revenues increased by 45.16%. Conceming costs, medical
treatment costs raised in 1995 -1996 and began to fail in 1997, on the average
medical treatment costs raised by 39%. Administrative expenses increased every
year by 50% on the average. interest payables increased every year by 80% on the
average. Net loss increased aimost every year, lexoept the results in 1896 showed -
net profit. Loss rises averaged 269%.

Results from cash fiow analysis revealed that in 1995, cash from operating
activities was mostly derived from bank overdrafts, accrued interest payables. Cash
from investing activities was invested in fixed assets. Cash from financing activities
was invested in long term investment. In 1996 , cash from operating activities was
derived from overdrawn account, accrued interest payables, deferred expenses and
redemption of short term promissory note, Cash from financing activities was spent
on loans to associated companies. Cash from investing activities was invested in
assets. In 1997, cash from operating activities was derived from bank overdrafts,
deferred expenses. Cash from financing activities was acquired mostly from long
term loans. Cash from investing activities was still invested in assets. When consider
cash management in these 3 years, private hospitals had more cash flow due to
current liabilities which however resulted in more burden of interest payables.

Results from financial ratio analysis revealed that private hospitals faced
problem about repayment of short term debts in 1995-1997 due to decreased
liquidity ratio. Average current ratio equaled 0.33 times, average quick ratio equaled
0.21 times. Financial structure was in the higher-risk level, caused by debt to equity
ratio which increased every year by 324.1% on the average. Times interest earned
ratio was low, averaged 0.64 times. Assets Turnover was relatively stable in
1994-1996 and began to fall in 1997 which equaled to 0.31 times. Profitability
revealed that gross profit margin was relatively stable, averaged 32.25 % each year.



Net profit margin revealed that losses tended to increase. Net loss averaged
-14.6%. Return on investment and return on shareholders’ equities also revealed
increasing losses. Average retumn on investment and retum on shareholders'
equities decreased by -4.88% and -36.5% respectively.

Results from Du Pont Analysis revealed that return on shareholder's equities
showed loss results since 1994, Retums on Investment in 1994-1997 were
-4.6%, -7.5%, 0.9% and -135% respectively. Increase of loss in shareholder's
equities was caused by higher loans for investing in fixed assets. This led to higher
burden of interest payables. Apart from that, administrative expenses tended to
increase, causing more negative results of net profit ratio. Assets turnover proved
inefficient.

Results from private hospitals’ financial statements analysis revealed that
dominant problems of private hospitals were higher curmrent liabilities due to
excessive investment in fixed assets which resulted in higher burden of interest
payables and increased administrative expenses. In regards to measures for solving
these problems, private hospitals should have discussions and negotiations with
finance institution in order to convert short term debts to long term debts and controf
on administrative expenses. Private hospitals should expand their target groups
according to social security act which enlarged the size of medical treatment
market, as well as put more emphasis on their strong points in each specialized
field.



