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<Abstract>

Evaluation on Bankruptcy Prediction Model of Hospital using the
comparative Analysis of Financial Index

Jae Myeong Kim", Young Chang Ahn™"

Dept. of Business and Tourism and Accounting. Kangwon National University*
Dept of Medical Treatment Claim and Review. Hallym Collegex*

According to many recent studies suggesting that cash flow analysis method tends to
be more effective than traditional financial index analysis method to predict corporate
bankruptcy, this study applies the cash flow analysis method to hospital business to
identify the significant variables which can distinguish between superior hospitals and
bankruptcy hospitals.

The author analyzed recent 3 years, ie. from the vear of 2000 to the year of 2002,
financial statements of 31 bankrupt hospitals in 2003, and the same number of superior
hospitals through using Multiple Discriminant Analysis and Logit Analysis.

The results are belows;

First, the study releases that Logit Analysis is more likely to be effective than
Multiple Discriminant Analysis.

Second, this research also shows that traditional financial index analysis method is

more superior compare to cash flow analysis method for hospital bankruptcy predict
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model.
Finally, this study suggest that the significant variables, which can distinguish superior
hospitals from bankrupt hospitals, are Operating/Current Liabilities(Y5), CFO/Equity(Ys)

for cash flow analysis method and Net Worth to Total Assets Ratio(X;), Quick Ratio
(X3), Return on Assets(Xg), Growth Rate of Patient Revenues(Xjs) for traditional

financial index analysis method.

Key Words - Bankruptcy, Hospital, Cash Flow ratio, Traditional financial index.
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