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The estimation of production function in Orumieh Medical
Sciences University hospitals

Hadian M.*/gohari M.R.?/ Yosefi M.?

Abstract

Introduction: Hospital is known as an important and the most costly performing unit of
health care systems, therefore, economic analysis of thisunit isvery important

M ethods: Thisstudy designed to estimate hospital production functionin Orumieh Medical
Sciences University hospital's. for this study 16 hospitals were studied. We used panel data
for estimation of mentioned function, data were gathered from 2000 to 2006. A double-
logged form of the Cobb-Douglas production function has been estimated. The dependent
variableisinpatient admissions, the explanatory variablesthat areincluded are the umber of
doctors, nurses, beds, other staffsand averagelength of stay (ALOS).

Results: Asaresult of study the elasticity of doctorsisE, =1.08 , the elasticity of nursesis
E, \=3.4,theelasticity of bedsisE, z=1.4, and theel asticity of other staffsisE, -=2.8. There
was not significant correlation between AL OS and the number of admission. The marginal
production of inputs are MP-=391 , MP=244 , MP;=103 , MP,=273 , and, there is an
increasing return to scale. Also, we have investigated MRTShetween production factors.
Conclusion: Results of this study show that, the maximum elasticity is attributable to the
number of nurses and then respectively to, other staffs, beds and doctors. The marginal
production of inputs shows animportant role of doctorsin production. The decision makers,
incritical circumstancescan substituteinputswith considering MRT Sbetweeninputs. There
isanincreasing economic of scaleand inlong-term therewill beamonopolistic competition
market, therefore, for achievement to equity issue, the intervention of government in this
hospitals market is necessary.

Keyword: Production function, Panel data, Marginal production, Marginal rate of
technical substitution, Return to scale.
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