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This life is a hospital in which every patient is

possessed with a desire to change his bed.
— Charles Baudelaire
1.1 PREFACE

Today, health care is enrolled in a fascinatingkeia of
innovation. The value for physician has been regalday the value
for services in terms of quality, technology, fagiland the price
charged. Fulfilling patients’ customized needs h&#meeome the
motto of the hospital sector. A drastic changehe toncepts of

healthcare has been placed by commercialization.

Man’s desire is rich with unfulfilled need and tbpitome
of ambitious thoughts. His/her every need is reafi with the
introduction of commercialization. The basic neextales its
position through the new trends in commercializatiMaslow in
his need hierarchy theory has very well interpretesl needs of
man and value each proposes. According to Maslberet are
general types of need (physiological, safety, l@steem and self —
actualization) that must be satisfied before a @ersan act
unselfishly. He called these needs ‘deficiency se&dn the whole
an individual cannot satisfy any level of need asalphysiological
and safety needs are satisfied. There is no génesatepted

definition for need.



An overwhelming thought that exists in todays’isbcis
the priority in ‘need’. Survival needs outreach thastence of an
individual. Similarly, safety needs narrow alongsglrvival needs.
Safety needs include health, a major task for sustain an
ecological cycle. In the current scenario, to balthg explains not
only the physical and mental being but also thekdhaps to
sustain it. Health is perhaps one of the most aliffi healthcare
term being defined. WHO defined health as a stateomplete
physical, psychological, social and spiritual welbeing and not

merely the absence of disease and infirmity (WHD9)'.
The Language of Healthcare

Healthcare needs are often measured in terms rofrle,
but demand is to a great extent ‘supply — inducgédt. example,
variations in general practice referral or condidtarates have less
to do with status of the populations served thath wifferences
between doctors, such as their skills or refernaésholds. Last
notion of the ‘clinical iceberg’ of disease has mesipported by
various community studies indicating much illnessunknown to
health professionals. It is this situation thabwal the physician a
great deal of control over utilization by allowirige supplier of

services to determine the demand.

In fact, it was estimated that during the mid -809®

individual physicians’ accounted for 80% of theioals healthcare



expenditure (although less than 25% goes for plarsiservices)

due to their gate keeper function. (Eisenberg, Y086
Healthcare Vs. Disease Care

The patient outcomes are exercised through theome
achieved per rupee expended. It is not the differsrvices
provided or the volume of services delivered thattters but the
true status of health. The hospital usually fedfgcdlt to allocate
the cost of stand by facilities such as generdtack up operation
theatre and extra trained staff. They charge thesg to each
patient which overloads the price. Use of sophastid technology
and equipment by the doctors and hospitals, atedutermed as
quality and keeps a better mileage for the hospitéle core
services are often blanketed with these sophigtitait which
blindfolds the consumers’ needs. Hospitals todayidoon disease
care by summing up the circumstances with mediais| curative
and preventative care have been shifted to thedueased corners
of the hospital. Recent trends that venture inte #8phere has
proved that treatment for various disease are mbo®ncern than
recreating the health of a person. Much of the dsins drive
force towards treatment of diseases than on themndgdncept of

healthcare.

The meaning of healthcare has been transformed time
mere curing of the disease and not taking a destper for better

health and preventive care. A spectacular view on



commercialization has explored marketing strateffiethe disease
care in a hospital. Healthcare has therefore bedeafined by the

verges of commercial entities.
Medical Service Review: An Vow to the Human Kind

The iron triangle of healthcare i.e. cost, quadityd access
highly demonstrate its sensitivity. The historigadlominant model
in US society is referred to as the medical modéle medical
model had its genesis in the establishment of géeory as the
basis for modern scientific medicine. This perspecemphasizes
the existence of clearly identifiable clinical sytoms, reflecting
the conviction that illness represents the exiseof biological
pathology. Thus, illness is a state involving thesgnce of distinct
symptoms, health is the negative residual conditiftecting an
absence of symptoms. lliness is a broad term whigtlains the
poor state of mind and body on the other hand,tihealpositive
term of being free from all illness. The connedtivapparent to
illness and health often secludes towards the d@atisun with a
physician. The rise in trust and delicacy of theation brings up
the necessity of a physician for healthcare. Theepcharged for
his services were merely on the level of satistactrendered
through the services. But, the independent evolutal fee
schedule for various procedures has resulted inesowtable
imbalances in fees. This means that when objeatnteria are
applied, some procedures are identified as ovesgriothers as

underpriced. A new way of looking into the marketsanecessary,



and this involved transforming health services iptoducts and
patients into consumers. Market hegemony was ateate the
whole. From a medical perspective, the focus istlma formal
utilization of health services. Physician unitsspitals admissions,
outpatient procedures and drug prescriptions aedily used as

indicators of the volume and types of health bebravi

In the South East Asia region, at least 65 miljp@ople are
impoverished because of out-of-pocket health spgpndnuch of
which is on medicines, while others forego treatimegrause of
the cost. Medicines are only “accessible” if theg @aid for in
such a way that they actually reach the people wéed them.
(WHO, 20175

Price Sensitivity in Hospital Service

An affordable care is always a dream cause for any
consumer in healthcare sector. Healthcare markethighly
competitive in the current scenario and therefastasnability for
the hospitals and medical choices for the consunages the
bottlenecks. Consumers have greater understanditige ovarious
health facilities in the market and they often emter with various
substitutes in parallel to the price and qualitye Bituation resulted
into a higher responsiveness of the consumers tsaarailing the
healthcare services. A slight change in price binbtige consumers
to rethink of the substitutes available and sereitess in choosing

various medical services.



Cost Management

In the last decade, many non-profit and hospital
organizations started to face difficulties in baiag limited
resources and costs to provide their demand forces:. Due to the
introduction of modern medical techniques and medg and
consequent increase of consumed costs, many hesaitaunder
pressure to adopt more advanced cost managememiigees
usually utilized only in profit organization sectoHospital
managers frequently seek the advanced techniquesbdtter
understanding of relations between the cost andiged services.
The intensity in competition and the restlessnasstezhnology
modernization carried in the significance of cosinagement in
this industry. Cost has become an extremely stromgpetitive
tool. One of the key factors of effective compangnagement is
ability of accurate estimation of the cost of seeg. Service
costing is an essential economic tool used to dfyatite cost of

interventions carried out.

Hospitals were induced to be cost consciousnesanas
impact of the competitive market. Charging prices Yarious
services induced cost consciousness to a gredtmteost for the
value of the services turned to be the motto ofititistry. The
goal for the sector was tuned as value maximizatigmolding the
worth of cost sacrificed. The need for an accunaiethod of
costing in hospital organizations is frequently érgized by many

authors. Gujral et al. (2010) comments, that healthcare



organizations use cost accounting to estimate thé aost of
services they provide. Koyama (200@}ates, that the importance
of accurate estimates of costs for medical servigescreasingly
recognized by hospital managers. Ridderstolpe. 2025 state,
that a valid basis for calculation is increasingtyportant in the
cost control of health care against a backgroundnofeasing

demands and resource constraints.

Conventional cost management techniques, well knasy
cost smoothing has undergone tremendous criticaluation in
this era of scientific and technological existen@e. costing
approach that broadly assigns the average (spigaafithe cost of
resources uniformly to cost objects (such as prdac services)
when the individual product number crunching ovses, in fact
those resources are in no uniform way. Direct ardiréct costs
attributed to healthcare represent a significantl amcreasing
burden on the economies of countries providing modealthcare,
and may not be sustainable at current growth r&lesschman and

Parker (1997) evidence for a relatively mature cost management

has been found in four major areas of activity: tcosntrol
techniques, accounting for overhead, costing fatine and special
decision making, standard costing in 1980’s.



Cost Structure in Healthcare Sector

Modern technology in healthcare sector and coresgqu
changes in cost structure is another importanteisatich is
discussed with regards to costing method. Traditiocosting
methods have caused distortions in indirect costs accounting
reports normally do not provide the managers’ prigiations and
actions for the control of deviations related teda@fic problems.
The difficulty inherent in choosing a proper anctw@ate costing
method outlay various scenarios of managerial de@s The
important limitation of traditional (absorption) sttng methods had
been also deeply discussed along with advantagethef costing

techniques as Activity-Based Costing (ABC).

Healthcare costs are continuously spiraling up faogpitals
are facing a steep competition to provide increaased to high
quality services. The industry has ferociously grmote a wider
spectrum in concern with technology and techniealitvhich has
lead in initializing the mushrooming of hospita@ver the years,
the revenue lines have been increased and cosnsions have
entered into a scenario building an in-depth coitipetmarket. As
brought forward earlier in this chapter, cost mamagnt has
become a strong tool to sustain in the marketecéflg cost

consciousness at its know-how.



Activity Based Costing

In a highly competitive environment, business gjia
under the cost pressure and therefore the profigimaqueezes.
As a result of this intense competition, the bussnemust
effectively manage cost and competitively price pheducts and
services. Therefore, both cost measurement anchaisagement
methods are becoming more important in the aspdgiscing and

overall marketing decisions.

Johnson and Kaplan (1987ktates that the traditional
costing methods cause miscalculations in the prtogdtcing by
giving importance to production volume than to dstivities.
Introduction of an activity based costing methdtes filling such
gaps and moreover, preventing incorrect costing anding
mechanism. ABC identifies firstly, the major acties creating
overhead costs, then it groups activities having $ame cost
drivers into cost pools, and finally it assignsataiverhead costs to
each product or service by formulating each cost’e@bsorption

rate.

Aldukhil (2012f mentions that Robert Kaplan issued a
challenge to ‘derive new internal accounting systehmat will be
supportive of the firm’s new manufacturing strategyhe success
factors that leads ABC include process cost impre, non-

process cost improvement, revenue improvement amsumner



satisfaction. ABC increases management visibihtg ihow service

consumes work and resources.

Key Elements of ABC

The key elements of ABC costing are given in tablg

below:

Table 1.1List of Key Elements

€s,
etc.

ELEMENTS DESCRIPTION

Economic elements used to perform activit
Resources L

such as management costs, facilities, support,
Activity Processes or procedures used to do work
Activity Center| A cluster of related activities
Resource Factors used to allocate resources or pool
Drivers costs to activities
Activity Cost | The total cost assigned to an activity
Pool

Activity Driver

A factor used to assign cost from an actiy
center to other activity cost pools or cost objec

ity
ts

Cost Element

The amount paid for a resource assigned tg
activity

D an

Cost Object

The ultimate goal for performing an activity;
ABC, it represents the final cost assigned t

in
D a

product or service

Source: Compton, T. R. (1996)

Pavlatos and Paggois (2089%xplains that often ABC is

driven by the need to improve consumer profitap#éibalysis, gain
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accurate information on cost for pricing, to prepaelevant

budgets. Application of ABC involves:

. Service planning

. Consumer profitability analysis
. Service —mix

. Performance evaluation

. Budgeting

. Cost reduction

. Cost Modeling

. Output

. Service design.

Activities form a crux to evaluate over the funding.
Each activity is analyzed to find the economic kregen points.
Eventually optimize the business operations ascpst creation.

Developing an activity based costing system enthrkse steps:

Identifying resource costs and activities
Assigning resource costs to activities

Assigning activity costs to cost objects

An explanation of these aspects are discussedhén t
chapters ahead.
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Healthcare — Indian Scenario

Indian healthcare system is in a broken down sRit in
the cost of medical care among private hospitalghés situation
which crumbles and no control of government onéhasspitals is
visible. Although healthcare real costs looks afédnle but the

health care price is, almost prohibitive to therage Indian citizen.

The Constitution of India makes health in Indiae th
responsibility of state governments, rather than déntral federal
government. It makes every state responsible fsitrg the level
of nutrition and the standard of living of its pé®pand the
improvement of public health indices as among iiisary duties"”.

There are great inequalities in health betweerstat

Hospitals today are places where medical treatment
provided, but also places where major life evesiish as birth and
death, occur. Yet, their history is relatively dhahey were born,
together with modern medicine, some two hundrdg fiears ago
at Paris. Around 1790, large hospitals and piongeresearch
blossomed throughout Europe, replacing the Hippgimcraodel of
disease with the localizations paradigm. The rifeghe modern
hospital began in Paris when the social changeghtoabout by
the French Revolution provided the momentum for the
transformation. For the first time in history, cuwethe body and
care for the soul were separated, and physiciatBer than the
church and rich lay patrons, took charge of mediastitutions.

12



Medical treatment was no longer a privilege of tioh (at home)
or charity for the poor (in hospital), but an imkssable human
right. The first hospitals were founded when Clarsty became
the state religion of the Roman Empire. World'sstfiprivate

integrated group practice was initiated by Dr. V&t Worrall

Mayo. Patients discovered advantages to a pooleduree of
knowledge and skills among doctors. Mayo Clinicarged the
medical history stating that the ultimate succdgh® Clinic, past,
present and future, must be measured by its caomirits to the

good of mankind.

Hospitals guarded the social order and enabled
uninterrupted running of commerce and manufacturecities.
Considered as institutions of social preventioeytiimultaneously
protected marginal social strata from homelessardshunger, and
the society from the marginal social layers. Thegulght under the
same roof all those who could not afford betteroanmodation —
abandoned children, travelers, the sick, and tle.go contrast to
monastic institutions, they employed university-eated medical
practitioners. This was the period when early-mealigype of
religiousness, marked by asceticism, withdrawainfrie worldly
life, and contemplation, was replaced by the laezheval
“secular” type, which emphasized the need to aciaig and
charitably. Thus, the number of hospitals were rofiggher than

what the population size required.

13



Modern hospital was thus born with the seculatestand
medical reform in the French revolution. The nornsl values of
the new revolutionary society were built into tleehdations of this
institution and in modern medicine. This short ev@wv of the
history of the “pre-modern hospital,” which appehravith
Christianity in the late antiquity, showed that majuestions we
grapple up today had also been tackled by our malkancestors.
Different models coexisted at the same time in ®wnly a few
hundred kilometers apart, but under very differesgjimes and
economic circumstances, reminding us how deeplyhib®ry of

medicine/medical treatment is embedded in socsbhy.
Indian Medical System and International Sector

With the establishment of the Portuguese Eastalndi
Company in Goa (1628-1633), a meager change wdsdevisith
the gathering of valuable materials from the Igglaysicians. For
the rest of the 17th Century, there was free exghaof ideas
between the Indians and the Portuguese on medezhtent. The
Dutch East India Company was also very much intedes the
traditional medicines of India and showed a greal of regard for
the local flora and fauna of the Malabar Coast.nltike British
arrived in India to pursue trade which was followbg the
establishment of the British East India Companfgrmally known
as John Company. Like the Dutch and the PortugubeeBritish
rulers also faced the same difficulty, i.e., aféectoy new set of
diseases in India. Naturally, they resorted toreay the art of
oriental medical treatment from the native pramtiérs. In turn,

14



native practitioners were highly interested in taag the surgical
methods from the British as they were not accustbnoe such
methods. Later, we find that the attitude of théi&r towards the
traditional medicine changed. With the introductiai Lord

Bentinck’'s educational reforms in 1935, support fyurvedic

training and teaching of oriental medicine in sfateded colleges
ceased though the oriental practitioners contintoedractice. As
early as the 1860s, people of Bengal had forced Mieelical

Department of the Bengal Presidency to introducewa policy, to
prescribe traditional Indian medicine. During thendiln

independence movement (especially during the Swvadasd

Boycott Movement), traditional medicines receiveaviolable

support from the Indian masses, especially from rthgonalists.
Since India got independence in 1947, the goverhmas shown
interest in the development of both cosmopolitad tmaditional
medicines.

The totality in health spending accountebhdia's
expenditure on the health sector has risen fronpé&rcent of the
GDP in 2013-14 to 1.4 per cent in 2017-18. The tguhas set
public health spending to 2.5 per cent of its ga@sestic product
(GDP) by 2025.

The index based on human development approach,
developed by Amartya Sen, frames about desirablgghn life. It
includes being well fed, sheltered, healthy and eoth
commonalities. TheHuman Development Index (HDI) is a
statistic composite index of life expectancy, edioca and per
capita income indicators, which are used to rankntrtes into four

15



tiers of human development. A country scores adrighDI| when
the lifespan is higher, the education level is bigland the gross
national income GNI (PPP) per capita is higherwdts used to
measure a country's development by the United Nstio
Development Program (UNDP).

Human Development Index of Indian states since5199
showcase a precise point where the states arerschih a HDI.

Table 1.2.HDI
Rank State HDI | HDI | HDI | HDI | HDI | HDI
1995 | 2000 | 2005 | 2010 | 2015 | 2018
1 Kerala 0.562| 0.610 0.694 0.732 0.770 0.784
UT1 | Chandigarh | 0.607 0.642 0.670 0.658 0.739 0J774
2 | Goa 0579 0.628 0.684 0.751 0.763 0.764
UT2 | Lakshadweep| 0.660 0.711 0.7839 0.729 0.738 0749
UT3 | Delhi 0.630| 0.673 0.700 0.718 0.784 0.744
Andaman and
UT4 | Nicobar 0.663| 0.704 0.732 0.722 0.731 0.742
Islands

UTS | Puducherry | 0.694 0.738 0.767 0.756 0.737 0[739
3 | Punjab 0.547 0.582 0.620 0.664 0.706 0.721
4 ;"rra“;g:ﬁ' 0.557| 0.596| 0.653 0.675 0.706 0.720
5 | Sikkim 0.515| 0.549 0.598 0.643 0.606 0.716
6 | TamilNadu | 0.507 0.546 0.605 0.655 0.694 0.J08
uT6 B;’tma” and | 5 608| 0.669 0.695 0.686 0.695 0.706
7 | Haryana 0.515 0550 0.594 0.639 0.687 0.704
8 | Mizoram 0532 0.574 0.637 0.694 0.697 0.697
9 | Maharashtra | 0528 0561 0.6p7 0.651 0.683 0/695
10 | Manipur 0.525 0.563 0.603 0.691 0.699 0.695
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Rank State HDI | HDI | HDI | HDI | HDI | HDI
1995 | 2000 | 2005 | 2010 | 2015 | 2018
11 |Jammuand | g 4951 0530 0591 0.646 0.675 0.684
Kashmir
12 | Karnataka 0.481 0517 0567 0.610 0.662 0l682
13 | Uttarakhand | 0.594 0.647 0.655 0.643 0.662 0/677
14 | Nagaland 0491 0524 05%8 0.666 0.681 0/676
15 | Gujarat 0.489 0.526 0573 0.6D8 0.651 0.667
16 | Telangana 0.598 0.628 0.655 0.643 0.551 0|664
uT? ng;ﬁg%en 0.645| 0.686 0.714 0.704 0.665 0.661
17 | Arunachal g 4291 0501 0531 0.639 0661 0.658
Pradesh
18 | Tripura 0.499 0532 0561 0.613 0.645 0.655
19 | Meghalaya 0.435 0470 0531 0.621 0.648 0650
20 ﬁ:‘:(;‘é’;‘h 0.443| 0.476| 0529 0581 0627 0.643
21 | WestBengal | 0.474 0506 0.540 0.376 0.620 0/637
22 | Rajasthan 0.430 0.462 05p5 0.847 0.501 0621
23 | Assam 0.453 0486 0.527 0565 0.593 0,605
24 | Chhattisgarh | 0.525 0.585 0.581 0.570 0.586 0|600
25 | Odisha 0.422 0452 0.489 0583 0.580 0.597
26 '\P/'raa%g"’r‘] 0.419| 0.450| 0.493 0.533 0.577 0.594
27 | Jharkhand 0.557 0.537 0.583 0.372 0.578 0/589
28 | Uttar Pradesh| 0.423 0.4%54 0496 0.529 05566 30.58
29 | Bihar 0.401 0430 0.464 0511 0551 0.566
India 0.460| 0.493| 0.536 0581 0.624 0.640

Source: UNDP, 2018
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Public Vs. Private Sector in Healthcare

According to National Family Health Survey-3 (2011%),
the private medical sector remains the primary@of health care
for 70% of households in urban areas and 63% o&dimnids in
rural areas. Reliance on public and private hezdtle sector varies
significantly between states. Several reasons iaed €or relying
on private rather than public sector; the mainoeas the national
level is poor quality of care in the public sectaiith more than
57% of households pointing to this as the reason their
preference for private health care. Most of thelipubealthcare
caters to the rural areas; and the poor qualitgearifrom the
reluctance of experienced health care providersidi the rural
areas. Other major reasons are distance of thécpddtor facility,
long wait times, and inconvenient hours of operatibhe study
conducted by IMS Institute for Healthcare Informatin 2013,
across 12 states in over 14,000 households indicatesteady
increase in the usage of private healthcare fesldver the last 25
years for both Out Patient and In Patient serviaesss rural and

urban areas.

With the help of numerous government subsidie$980s
the private health providers entered the marketdter to the
middle class which was disillusioned with the paliiealth sector
and sort to exit it wherever possible. Also openipgof the market

in the 90’s further gave impetus to the developnadrthe private
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health sector in India. 80% of new beds built befmv®005 and
2015 are in for-profit hospitals.

Kerala Model of Healthcare

In Kerala, the Healthcare Sector has a sophisticable
which is quite liberal to the science of managem&he service
pricing and its outlook are yet an oath of the itradal translation
and is least viable to the trendy costing cultuAdth the best
gualified professionals in each and every fieldogathic, dental,
Ayurveda etc. which is indeed renowned over theldvoifhe
competent medical facilities and doctors are tharrmoh which
Kerala has always shared around. Services, thalka dreatment
is an over thought for the world class medical lfigci Even the
cause and its effect over medical facility haverbdeminated by
the manpower and the enlarged technology. The egicatlly
medical ailment and the thorough processing ofrteldgy along

with up gradation is an arm to the means of pritivgservice.

The Kerala Model of Health is often known as “gdwalth
based on social justice and equity”. Cost has lemacterized
under this model which initially popularizes it tlmgh the quality
rendered. Social equality is one among the hallkmmaf Kerala
modelThe rule of the market and the traditional appreachtill
conquer the kingdom of healthcare. Transparency cost
management needs to be questionable in the cunesidthcare
costing structure. Among the most under polishextguiures cost
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management has also placed its position in largéh Bie private
sector and public sector need an esteem evaluatitre services

provided thereon.

Hospitals whether valued as specialty or supecialtg or
multi-specialty or the general hospitals need tealide the cost
pertained on the value of their services. Categlmgs not rename
their cost valuation rather the transparency carsysehronized
with a good set of factors. Identifying and evalugtthese major
and minor elements of cost is highly volatile witle manpower

and technology that is established.

Kerala’'s development experience has been disshedi by
the primacy of the social sectors. Traditionallgueation and
health accounted for the greatest shares of tlie gavernment’'s
expenditure. Health sector spending continued tovgeven after
1980 when generally the fiscal deficit in the sthigdget was
growing and government was looking for ways to oant
expenditure. But growth in the number of beds aruditutions in

the public sector had slowed down by the mid-1980s.
Growth of Private Healthcare Sector

From 1986-1996, growth in the private sector ssspd
that in the public sector by a wide margin. Pukkctor spending
reveals that in recent years, expansion has beetedi to revenue
expenditure rather than capital, and salarieseattst of supplies.

Many developments outside health, such as growitegaty,
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increasing household incomes and population ag@eaying to

increased numbers of people with chronic afflicsipnprobably
fuelled the demand for health care already crelyeithe increased
access to health facilities. Since the governmestitutions could
not grow in number and quality at a rate that wdwdgte satisfied
this demand, health sector development in Keraier dhe mid—
1980s has been dominated by the private sectorariSqmn in

private facilities in health has been closely lidke developments
in the government health sector. Public institugi@hay by far the
dominant role in training personnel. They have ademsitized
people to the need for timely health interventiansl thus helped
to create demand. At this point in time, the goweent must take
the lead in quality maintenance and setting of daeshs. Current
legislation, which has brought government healttitations under
local government control, can perhaps facilitates tthange by
helping to improve standards in public institutions

For Kerala, the health sector is the backbonecohemic
and social prosperity. Kerala’s health sector wdolcls on twin
goals of health care promotion, namely “healthditt and “health
hubs”. The medical establishment Bill, 2013 porsrayhe
importance of state private hospitals, laboratoridsaagnostic
centers in the medical care. Currently private aeatcounts for
more than 70% of all facilities and 60% of all bedke types of
ownership range from corporate to single ownershipe

sophistication in hospitals from single doctor taltirspecialty
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hospitals have become the preferred providershferaffluent and
middle class. The number of private healthcareitiigins has
swelled in the arena of super-specialty and mpkieglty during
the last decade. Kerala being charmed by the veftgsionals is
also drained by the cost that consumes the profeslsi the

anarchy of cost elements is highly subjected isdhservices.

Time also pursue the healthcare sector to a greatent.
Lifestyle has accustomed various diseases alonggidebusy
operations in life. To extent this perspective otisty, lesser
importance to health and much importance to curissite named
under disease is concentrated. A change from loaaélo disease
care has prospectively led to institutionalizingl apecializing the
health. The demand for increased disease care rgged

hospitals into the sphere.

Quite often it is much observed that this mushriogof
hospitals have lead to an enormous competitive etarkKhe
tremendous trend was led by the demand and the ot of
commercialization. Corporate culture has provediésand in the
healthcare sector. Providing high end technologyl detter
facilitated non — core services have become pattpamcel of the
competitive market. Various facilities that portrine lifestyle of
the society has been enlarged to attract the commam Facilities
of a global scenario have been pushed to the mésketving the
medium of healthcare. Technical and technologibahges in this

sector are much subjective to the demand broughaial.
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Corporatization has indeed promoted packagedngritor
various healthcare services. Various promotiong tiedegorize
commercialization can be observed in this sectouali®y
Accreditation is another valuing process among ialspas part of
its advancement.

1.2 SIGNIFICANCE OF THE STUDY

Kerala’s healthcare sector has become a demandddeim
bringing out phases of corporate culture and aniseodsed
commercialization. Today, people choose their meguimedical
service and their higher awareness in medicalif@silis one such
character. Technological advancement has indeed lexbm in the
technicalities of this sector. Hospitals competevprg their edges

in facilities and creating a sound quality meds=ivice.

The presence of multiple systems and providesacd, the
absence of a proper referral system in place amebxistence of a
huge unregulated private healthcare sector neduetaddressed
adequately before embarking on a provider paymeahanism. In
addition, International exposure, NRIs’, IT boon lglad to the
shift in healthcare demand. Theoretically, an uolesgd private
health care is bound to result in market competiiio terms of
price and quality. High quality of care is ofteruated with access
to the newest technology, the most advanced méalsatand

facilities, poised at the cutting edge of clinicate and research.

In the current scenario, trend towards increasgdnaation
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reduced human labour have replaced direct coshdweict cost.
ABC is related with improvement in cyclical time camuality.
Nowadays, global competition forced manufacturiegvices and
organization to become more flexible, integratedd amghly
automated in order to increase their productivityemluced rate.
But it is impossible to sustain competition with@umt accurate cost

calculation mechanism.

Through the realm and roads, cost and its era bemapied
a pivotal place in the managerial science of a.fifime fascinating
importance of cost management can be termed ayeammener
among the business magnets. In simple terms, cast be
described as a total of all expenses incurred, wangtaid or not.
The cause of change has immensely portrayed ahyeaittlook
across the business world. Performances over di@miuhave
challenged the ethics of Business Accounting to eatry of
extended satisfaction. The major components of diksivise
material, labour and overhead have shifted its mapce over the

period.

Being an aid to management, arrangement of cdatisla
tool for guidance. Surviving over the surplus cissbften riskier
for a heavy growth .This paves the role of cost agament in the
Healthcare. As cost management is simply not éondirfg rather it
is a device for cost control and reduction, higheptal can be
marked in a diagnosed analysis of the cost streact@eographical

distance is no more a space of design, affectigh bpportunities
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provided by the global competition. Improved tramsation and
communication in conjunction with high quality techogical
operations carry higher prices which have urgedrtbeease in cost

management.

But, looking through costing terminologies, indirecost
certainly has increased overtime and its managemient
unsophisticated. Mere apportionment of cost doet prove
scientific and require an activity wise analysisatasorb this cost.
The study here reaches to this gap of understanusgital cost
structure, moreover, the overhead cost impulsi@hthe awareness

of Activity Based Costing technique in its allocarti
1.3 STATEMENT OF THE PROBLEM

Had it been technological innovativeness or thalifi@s
furnished, healthcare sector has entered into goebtive arena
were healthcare services require strategic imprevenHospitals
were the considerate of medical services througlalitgu
definitions. Over the years, medical science hahltbe essence of
healthcare services. Physicians played a vital moleiagnosing
various ailments. Labour cost and material cosewle threshold
cost of healthcare services.

Recent trends highlight the texture of healthcaw®ices as
a medium through the advancement in technologyilifies have
been attached to the core services of a hospitdtaétic change in

the purview of healthcare sector can be seen. iithastry further
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led to a competitive market, nurturing commercediian. This
scenario further created the edges of competitiarket. The
structure of healthcare culture has been tamed nonards
commercial aspects. Technology powered the valueoaumer
denomination to levels of income and lifestyle. ltezare
generally termed and categorized for its uniquerseskuded with

riskiness and rigorous crucial aspects.

Cost has become the competitive strategy to sustaihe
market. The changing lifestyle and dynamics of lifeas
sophisticated the relevance of cost in healthcaemagement.
Today, consumers go for value for money. Value twhis
conceptualized as benefit through cost of gettiregldenefit at the
price paid. Moreover, labour cost is punched bjuerice of high
technology — overheard cost. The total amount arloead costs

base increased in significance over time.

At the same time, many overhead activities arelated to
the units served. The Overhead activities are qoesglby services
in different proportions than are unit - based @ead activities.
Activities form a crux to evaluate over the fundaiitg. Each
activity is analyzed to find the economic break reveoints.
Eventually optimize the business operations aspst creation. A
positive energy from the mismatch of expenses ealed by better
management. The need for rigorous cost manageseldar.
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1.4 RESEARCH QUESTIONS

Based on the statement of the problem discussed th

researcher has set the following research questions

1.

Are patients’ price sensitive towards availing sss from
Modern Science hospitals?

What is the prevailing cost structure among thdeckht
classes of hospitals?

Has there been any cost management practiced by the
hospitals?

Are the hospitals aware about the scientific alioca of
overhead cost to each consumer?

Does the hospital performance indicators improvesrwh
there is better cost management and cost struftllogved
by the hospital?

Is there any variation in the study variable basedhospital
profile?

1.5 OBJECTIVES

Based on the above research questions, the foigpwi

objectives have been set for the study.

1.

To examine the patients’ price sensitivity towakdsdern
Science Hospitals’ services in Kerala and its \emmebased

on the sample profile.
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2. To analyze the prevailing cost structure of ho$iéavices

and its variations.

3. To study the prevailing cost management practickswed

by hospitals in Kerala and its variations.

4. To examine the awareness, interest and implementafi

ABC in hospitals of Kerala and its variations.

5. To study the empirical relationship between cost
management practices and the performance indicatohe

hospital.
1.6 SCOPE OF THE STUDY

Kerala model of healthcare is always a discusseh fof
service. The research is on cost management pgactic the
healthcare sector of Kerala. The study has focusedprivate
hospitals of Kerala, in particular to Modern Sciemospitals. Both
General and Multi — specialty hospital form partied study. Super
specialty hospitals are considered as multi-spgdaspitals in the

study.

For the further objective of the study, to examitne
sensitivity among the patients towards healthcaeices, 450
patients have been framed for the study.
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1.7 HYPOTHESES OF THE STUDY

Based on the objectives mentioned the following

hypotheses have been formulated and tested.
Hypothesis 1

Patients’ price sensitivity towards Modern Sciehospital

services in Kerala is independent of profile vaeab
Hypothesis 2

The cost structure of hospital services of Kerada

independent of profile variables.
Hypothesis 3

The cost management practices of hospitals aspartient

of profile variables.
Hypothesis 4

The awareness, interest and implementation of ABC

hospitals of Kerala are independent of profile afles.
Hypothesis 5

The performance indicators of the hospital areepshdent

with regard to the cost management practices.
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1.8 POTENTIAL CONTRIBUTION OF THE RESEARCH

The present study aimed to validate the existomgcepts of
Cost Management and Activity Based Costing techamigund
contribute for better appropriation of cost to vas cost centres
and cost units so as to increase the value ofdhsuners. A better
understanding of hospital cost structure has aksenhbvisualized

through this research.
1.9 CONCEPTUAL FRAMEWORK

Based on literature review, concepts that are rapb
predictors of cost management were identified. Frahe
observations made about the concepts, the con¢dpanaework
was developed as shown in Figure 1.1. The varidblethe study
include the elements of cost on the basis of naarper CAS — 1
i.e. material, labour and overhead. Furthermoref otanagement
practices were evaluated using cost planning, castrol and cost
reduction techniques. Value Analysis and engingerin
benchmarking, responsibility centre, outsourcirng ate examined
as part of Cost control and Cost reduction techesquPatient’s
price sensitivity alongside institutional cost coinosisness is also
part of the study. Explanation of this sensitivitlfimately results
in the technique of Activity Based Costing. The its
performance is summed up through the relationsbkipvéen cost

management and performance indicators.
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A translation of the concept developed in the ptoan be
widely diagrammatized through the figure. An aerxisw of the
different objectives and their relation throughiahles form part of
the diagram. The framework broadens the scope oiobua

concepts used in the study.

Cost

Cost Activity N Cost ACTIVITY BASED
Sensitive

Pools Analysis Drivers COSTING

Cost Control Cost Reduction ( \
Performance
Value Value Indicators
Engineering Analysis
Alternati * TOR
Outsourcing ernatve « OP/IP
Material
aterial . o7
R ibilit Bulk * XRAY
esponsibility ul R
Centre Purchase LAB TEST
Bench Alternative
marking Labour { COST CONTROL &
\ COST REDUCTION

Cost Cost COoSsT
Planning Estimation MANAGEMENT

Cost
Cost
Relevance

Appointment
COST
STRUCTURE
( Cost Awareness )
Fig. 1.1 Conceptual Framework

Material Labour
Expense

Cost
Classification

Material Labour Cost
Expense Allocation
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1.9.1 Elements of Cost

1. Material cost: Cost of consumables and medicingzed
to render the service. It involves tourniquet, d@gptton,
Spirit Swab, Vaccutainer, Syringe, Isopropyl aldoho
Tubes, Glucometre, Bandage, Stool bottle/Sputuntiehot

Glucose strips, Suture material etc.

2. Labour cost: Cost for physician, paramedical armiostaff
services in the hospital. Labour Cost has beersifiled as
doctors cost and other staff cost. Doctors costtlagecost
expended for attaining the services of the physgisnd
the other staff cost are the cost expended fomaitathe

services of staffs other than physicians in a habkpi

3. Overhead Cost: Cost incurred by the entire orgaioizand
not directly related to the volume, for examplectieity,
water etc. It has been further classified has teldgy cost
and quality cost. Technological cost is the totatdor the
technology used and quality cost is the cost fointaaing

the quality of the healthcare service.
1.9.2 Cost Control

An execution action to eradicate activities whidb not

value the services and increase the cost as a whole

1. Value Engineering: A technique designed to exantimee

cost of a service and to determine whether elirmonais

32



possible keeping all other aspects including fuomdj

guality and performance in a sustainable manner.

Responsibility Centre: Subunits of an organizatifom
which authority and responsibility is sorted. Rawerand
cost information are reported on the basis of resibility

allocated to these centres.

a) Cost Centre - The unit may be a product, a service,
division, department, section, a group of plan and
machinery, a group of employees or a combination

of several units.

b) Profit Centre - A profit centre is a business ot

segment that generates revenues and incurs costs.

Outsourcing: It is One-way that helps take emplsyen
third party roles especially when it is for one ¢improjects.
This saves the employer from taking the cost on® h
books. This is definitely done keeping in mind thhé
outsourcing partners are of the standards thabtlbamper
the quality of services to the consumers of theinass.
Besides the employees, certain projects also can b
outsourced, which helps in saving the additionapleyee
costs onboard as well as get access to outsidet tatel

technology, helping in optimizing the resources.
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4, Benchmarking: A set of standards, used as a pdint o
reference for evaluating performance or level o&liqu

The best practice comparison mechanism.

1.9.3 Cost Reduction: A permanent reduction in cost and
evaluation of activities and resources that canacedaost and value

the performance of the services provided by thétut®on.

1. Alternative Materials: Substituting materials byguéating
its quality and maintaining the predetermined vslue

services.

2. Bulk purchase: Framing out a larger purchase g0 asake

use of discounts and reduce cost on an overak basi

3. Value Analysis: Element wise detailed evaluatiorcadt to
introduce cost reduction and to feature variouseetspof
services provided. Solely to have a continuous awgment

of cost.

4, Alternative Labour: Substituting labour by regutati its
quality and maintaining the predetermined values in
services, for instance utilizing trainee insteadhajualified
labour.

1.9.4 Hospital Performance:The measurement of a hospital is
central to quality improvement; it provides a metmslefine what
the hospital actually does, and to compare thah wie original

targets in order to identify opportunities for impgement.
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TOR: The bed turnover rate essentially definespéeod
for which a bed is occupied and indicates the speitl

which patients on any bed are rotated.

OP/IP: The number of outpatients are related tantiraber
of inpatients. This is an indicator in which Inggeti services

are being utilized in the hospital.

OT: The utilization of surgical operation facilgiendicates

the functioning of the hospital.

X-ray: A good indicator of how the hospital is faiening
can be visualized through the utilization of X-raged

scanning machines.

Lab Tests: The availability and efficiency of diagtic
facilities in a hospital is indicated.

The entire concept of the study visualizes thendtof the

cost management application in the healthcare isecto

1.10 RESEARCH METHODOLOGY

Theoretical concept of “research onion” is one agthe

ways for research methodology as proposed by Sasireteal.

(2016)2. An exhausting description about the many layestages

of research onion in a very well formulated metHody is

accomplished through research onion. Raithatha7(#d1
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The main philosophy commences in this methodoleily
choosing of approaches, methods and strategies ¥eell-defined
time horizons which further takes the researchclagier to the
research design i.e. the formation of the main riegles and

procedures of data collection and analysis.

The research onion concept was developed by Sesetle
al. (2007¥* It describes the layers that must be coveredewhil
developing a research strategy. Each layer of thenodescribes
has a more detailing stage of the research proedss viewed
from outside Saunders et al. (20857)

The methodology of research used for this study is
presented below:

RESEARCH

¢ POSITIVISM
PHILOSPHY

RESEARCH
STRATEGY

TIME
HORIZON

— CROSS-SECTIONAE

TECHNIQUES &
PROCEDURES

Fig.1.2 Research Onion
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1.10.1 Research Philosophy

It refers to the set of beliefs that concerns mia¢ure of
reality investigated Bryman (201%) The research philosophy
explains the assumptions inherent in the reseamteps. It is the
definition of the nature of the knowledge. A resbaphilosophy
assumptions provide justification on how the resleawill be
undertaken Flick (2011}

In other words, what is the nature of truth or\iemge is a
research philosophy question. In fact, there aner feesearch
philosophies used, namely (1) Positivism (2) Caiticealism (3)
Interpretivism and (4) Pragmatism. These are diaatibns that
are based on ontological, epistemological and agioal

assumptions.

Ontology examines how a person analyses the lassine
world and the researchers choice is restricted ljgctive or
subjective or a combination of both Thomas & Ha(@p11)e.
Here, the researcher used objective approach ialajgng a new

knowledge.

Epistemology explains the method of finding readinhd the
related theories. The acceptable values and gelmoeledge is
also explained in this stages and how the knowlégigenveyed to
also. A quantitative or qualitative or a combinatiof both is
enhanced here. The scholar frames quantitativeerieritfor

interpreting knowledge in the field.
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The performance of values and ethics within treeaech
method is evaluated in the concept of Axiology. ias & Hardy,
(2011)°. The researcher in this research has used pssitigs the
research philosophyPositivism elaborates the reality that exists

independently. Newman (1998)

The philosophy actually provides a justificatioar fthe

methodology.
1.10.2 Research Approach

For the generation of knowledge there are threecaghes

namely,

1. Deductive approach: This approach pinpoints the
hypothesis upon a pre-existing theory and further
formulates the research approach Silverman (2613)

2. Inductive approach: This approach features a move from
the specific concept to the general concept Bry&dell,
(2011¥>.

3. Abductive approach: A form of logical inference which
begins with an observation or set of observatiors seeks

for the most likely explanation for the study obsgions.

This research inculcates on validating the exgstheories
of cost management and therefore the deductivenapprhas been

utilized.
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1.10.3 Research Strategy

The strategy of how the researcher intends toy aart the
work is explained in this layer. Saunders et &0@7°.

The researcher has used survey method for congudi

interpretations to the research objectives.
1.10.4 Methodological Choices

The research onion outlines the choices whictuges the
mono method, the mixed method, and the multi-metBadnders
et al. (2007¥*. There are several methodological choices which

includes:

Mono quantitative
Mono qualitative
Multi quantitative

Multi qualitative

a bk~ w0 N e

Mixed methodology
This research enhances mono quantitative method.
1.10.5 Time Horizon

The time framework of the project is within which

completion is intended. Saunders et al. (2807)
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Cross sectional time horizon for an already ewsthbdt
framework, where the data is collected at a pdininee. Goddard
& Melville (20045,

The research is based on Cross-sectional timedyori
1.10.6 Research Design

Basically, there are three research designs usedely
exploratory, descriptive and explanatory researchsighs.
Exploratory research is used to provide insight® iand an
understanding of the problem confronting the redear
Descriptive research, as the name suggest, thegriloesthe
phenomenon without establishing association betwaetors and
explanatory research focuses on an aspect of & studktail. The
study designed here is a descriptive study. Varmesailing cost
management practices have been studied alongsiee ctist
structure of Modern science hospitals in Keralae Hwareness
level of Activity Based Costing technique in the déon Science
hospitals’ of Kerala are also examined.

1.10.7 Source of Data

Both secondary and primary data have been utiliaethe
study.

Secondary Data necessary for the study were aatdiom
the published reports, earlier studies, and booknnection with
this topic, relevant journals, articles, governmpuablications and
newspapers. This includes the following:
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Harvard Business Review

International Journal of Marketing

Management Accountant

International Journal of HealthCare Research (IHRJ)
Journal of Healthcare Management

Healthcare Management Science

Healthcare Management Review

Journal of Cost Analysis and Management
International Journal of Strategic Cost Management
Journal of Cost Management

International Journal of Science and Research

The Accounting Review

Journal of Public health

Journal of Management Accounting Research
Medical tourism magazine

Primary data

There are two main stakeholders in this sectomeata

hospital management who invest money and run tlpitads and

the patients who avail the healthcare services. cklerthe

researcher identified two set of informants fodection of primary

data namely hospitals and patients. Since, the pumibhospitals

and patients who avail the hospital services arg kagge, a census

survey is not practically feasible and thereby ttesearcher

employed sampling method.

41



1.10.8 Selection of Hospitals

The population frame for the selection of hospstainple is
the private Modern Science hospital in Kerala. €hae altogether
731 such hospitals in Kerala spread over 14 distrithis include
general, multi-specialty and super specialty haggit

At the first stage the researcher has dividedathele state
into three regions namely north, central and solrththe south
region all the five districts of the state via Thiananthapuram,
Kollam, Alappuzha, Pathanamthitta and Kottayamimackided. In
the central region four districts of Ernakulam, K&} Thrissur and
Palakkad are included. The remaining five distraft®alappuram,
Wayanad, Kozhikode, Kannur and Kasargod in theheont part of
Kerala are included in the north region. From eaegion one
district is selected at random by using lottery hmodt Thus, for
south region Thiruvananthapuram, central region akuium
district and north region Malappuram district apdested at the
first stage. Detailed list of all hospitals in thethree districts are
compiled by the scholar with the help of Districetical Officers
and IMA representatives of respective districtshe Tdetails are
given in the graph (Figure 1.3) below.

From each of the selected districts 30 hospitassalected
as the samples for collecting primary data reprtasgieneral and
Multi-Specialty hospitals in the ratio of 1:2 byimug stratified
random sampling method.
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Thus, altogether 90 hospitals have been selected
representing 30 General hospitals and 60 Multi-cty hospitals
for all the three districts together in the stdt&erala.

1.10.9 Selection of Patients

From the 90 hospitals selected for the three regiof
Kerala, five patients were selected at random femnoh hospital
(one each from the four identified services i.ensudtation service,
radiology service, lab service and operation tleesérvice) making
a total of 450 samples patients for the study.

1.10.10 Target Population

The study emphasis on Private Modern Science tadsmif
Kerala. There are 633 Modern Science hospitalssirald.

MODERN SCIENCE HOSPITALS

THIRUVANANTHAPURAM 29
KOLLAM 35
ALAPPUZHA 61
PATHANAMTHITTA M
KOTTAYAM 45
IDUKKI 7
ERNAKULAM 46
THRISSUR 47
PALAKKAD 40
MALAPPURAM 35
KOZHIKODE 63
WAYANAD 35
KANNUR 2
KASARGOD 2

0 10 20 30 40 5 60 70 80

Source: Primary Data

Fig. 1.3 Population Frame

43



1.10.11 Sample Unit

Modern size hospital is the sample unit for thedgt For
examining the price sensitivity of the patients &oels the
healthcare services, patients availing any ondefidentified four
services of these hospitals have been taken asathele unit for

the study.
1.10.12 Sample Size

The sample size for the study is 90 hospitalsngysloasoft
software, the sample size was determined. Fordunalysis the

link is attached.

http://www.raosoft.com/samplesize.html

(Margin of Error: 5%, Confidence level: 95%, Popida size: 120,
Response distribution: 50%)

1.10.13 Sampling Method

Stratified Random Sampling has been used for theys
One district is randomly selected from the classlifthree regions
of Kerala. In total of 90 hospitals from the thresgions are
summarized for the study. 30 hospitals from eastridt have been
chosen randomly. The quantum of General and Mulpés
Specialty Hospital is 1:2, in this proportion 10 @eal and 20

Multi-specialty hospitals have been considered.
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NORTH REGION CENTRAL SOUTH REGION

(30) REGION (30) (30)
General Multi General Multi General Multi
10 Hospitals 20 Hospitals 10 Hospitals 20 Hospitals 10 Hospitals 20 Hospitals

1.10.14 Scaling Technique

For analyzing the prevailing cost management mest 7
point Likert Scale has been used in view of theonmiants’
knowledge. In case of price sensitivity, patieneravinterviewed

using 5 point Likert Scale.
1.10.15 Research Instrument

For the preparation of interview schedule expgainion

was chosen.
1.11 VARIABLES USED

The following variables are used to analyze variaspects

of cost management.
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Table 1.5List of Variables Used

g No. of
N ' Purpose Variables Name of Variables Source
0.
Used
1. Type of hospital
2. Bed size Harris (1976)%
classification Bhagawathi
3. Adoption of cost (2012)28
management
1. Classification 7 practices Devakaran and
4. Bed Occupancy rate | O'Farell (2015)2
5. Quality Accreditation
6. Region wise
7. Years of
establishment
2. Study Variable
1. Detailed price 1. Nachtmann,
analysis for choosing H.and Al-Rifai
, the hospital service (2004)30
g' Pr'.c.e . 2. Charged more for the | 2. Hilsenrath et.al
ensitivity - 4 hospital . 2015)3"
Patients O,Sp' a se.r\{u.:e ( , )
3. Price Sensitivity 3. Laurila et.al
Rating Price (2000)32
Comparison
1. Consumer complaint | 1. Vogler(2012)3
) on pricing of service | 2. Mamun et.al
g' P”.C.e . 2. Priority for patients’ (2014)3
ensitivity — 3 . o
Institutional price sensitivity 3. Chapman
3. Affect due to change (2014)3%
in price
c. Cost 1. Material Cost
Structure 3 2. Labour Cost 1. Sigkina et.al
(Charu 3. Overhead Cost (2010)%
Chandra, 2009) 2. HSCIC (2015)7
1. Awareness Level 1. Popesko
d. Activity 2. Interest (2013)8
Based Costing — 4 3. Implementation 2. Rajabi and
Aggregate 4. Activity Analysis Dabiri,.( 2011)*
Awareness 3. Stole (2007)%0

4. ICAI,(2015)¢
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No. of
Purpose Variables Name of Variables Source
Used

Sl.
No.

1. Cost Planning
* Cost relevance 1. Cokins (2006)*2
« Cost Planning 2. Cooper &

» Cost critical Kaplan (1991)*

« Costappropriation | 5 XU et-i';
method (2012)

2. Cost Control

e. Cost * Value Engineering
Management 12 » Responsibility Centre
 Benchmarking
 Outsourcing

3. Cost Reduction

« Value Analysis
 Bulk purchase

* Alternative Material

 Alternative Labour

f. Performance 5 1. Bed Turnover Ratio
Indicators 2. Outpatient /Inpatient

Ratio ICAI,(2015)4
3. Number of
Surgeries

4. Number of x-rays
5. Number of Lab tests

1.12 PILOT STUDY

For the purpose of the study, the scholar hasapeeptwo
detailed interview schedules, one for the hospitahagement and
the other for the patients in order to collect gnenary data. The
schedule involves all the aspect of the study. Exppinion has
been collected from the experts in the field fog fhurpose. The
interview schedule have been pre-tested with 1(pitads and 25
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patients and on the basis of the feedback receitvéds been
modified before finalizing it. The scholar has algalidated the
research instruments with reliability analysis. .

1.13 RELIABILITY TESTS
The research made use of the tests as mentionad:bel
1.13.1 Normality Test

To analyse the perfect normality in the data digtron
(which is seldom achieved), = 2.58 indicates rapectthe
normality assumption at the 0.01 probability levehd = 1.96
signifies a 0.05 error level Hair et.al, (20%0)The researcher
examined the normality by using the SPSS Softwarek&ge in
this study, by applying the skewness, all the oues of construct
seems to be normal.

1.13.2 Content Validity

It is the extent to which a scale or set of mesasur
accurately represents the concept of interest Efaal., (2010)
and ensures the ability of a scale to measurentieaded concept.
Face/content validity ensures that the measuredesl an adequate
and representative set of items that tap the canCepthe face of
it, the items that measure the various conceptsveticadequate
coverage of the concept. In order to obtain contahtlity, a panel
of experts examined the research instrument aryvieee asked to
give their comments on the instrument.

48



1.13.3 Reliability Analysis

For analyzing the internal consistency of the extal
statements, the researcher conducts a reliabilgt tusing
Cronbach’s Alpha Reliability Analysis.

Table 1.4Reliability of scales

. No. of Reliability study

Study Variables items (Cronbach’s alpha)
Price Sensitivity - Patients 4 .884
Price Sensitivity — 3 944
Institutional
Activity Based Costing — 4 .875
awareness level
Cost Management Practices 12 .853

As tabulated in the Table 1.4, Cronbach’s Alpha tfoe
scaled statement was 0.88 for the price sensitauiiglysis among
patients, 0.94 for the cost consciousness of thpitad and 0.88 for
ABC awareness level, which was higher than the dstah
Cronbach’s Alpha of 0.7. The test proves intermaisistency and
the interview schedule can be considered highiglvkd.

1.14 METHOD OF CONTACT

Undisguised interview method was used for coltectof
data. Mechanical and manual design were followed thy
researcher.
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1.15 DATA ANALYSIS

The data gathered from the sample of hospitalgriofite

sector were processed and analyzed using deseripgind

inferential statistics by employing the Statistiddackages for
Social Sciences (SPSS 22). Independent samplé, tatesysis of
variance (ANOVA) and Post Hoc analysis for testinige

hypotheses of the study.

For analyzing the data, following tools were atll:

Sl

No. Tool Description
Mean, Standard | A measure that is used to quantify the
1. Deviation and amount of variation or dispersion of a set] of
Percentage data values.
Independent D.etefr.mmes 'whether there is a statlstlcal!y
2. significant difference between the means in
Sample t test
two unrelated groups.
Determine whether there are any statistically
3. ANOVA significant differences between the means of
two or more independent (unrelated) groups.
When the assumption of homogeneity | of
4 Tukey HSD — Post variances is met, Tukey's honestly significant
' Hoc test difference (HSD) post hoc test is a post-hoc
test based on the range distribution.
. A method of statistical evaluation used |to
Correlation . .
5. : study the strength of a relationship between
Analysis :
two variables.
A statistical procedure for analysing
6 Regression associative  relationships  between | a
' Analysis dependent variable and one or more

independent variables.
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1.16 OPERATIONAL DEFINITION

HEALTH: Health is a state of complete physical, mental and
social well-being and not merely the absence ofeatis or

infirmity.

HEALTHCARE: The organized provision of medical care to
individuals or a community. In other words, the vaetion,
treatment and management of illness and the prasanvof mental
and physical well-being through the services offedey the

medical, nursing and allied health professions.

HOSPITAL: An institution providing medical and surgical
treatment and nursing care for sick or injured peopithin a
minimum of three medical departments including Gahe

Medicine.

COST: The quantity expended for the services attainedt Gahe
resource sacrificed or forgone to achieve a speofijective. The

guantitative aspect of cost is taken in the study.

COST AWARENESS: The level of cost recognition within the
organization. Whether cost is absorbed as a padtioinal thinking
or it's unique to profit considered. The understagdcapacity of
the Hospital administration on the cost served ubho services

rendered.
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COST STRUCTURE: On the basis of cogst elements i.e. material,
labour and overhead, synchronizing cost to attafaimview of

absorption. As per the CAS -1, the nature of cosbnsidered.
LABOUR

Physician, Clinical Labour, Non- clinical labowrin part

of the labour for the study.
MATERIAL

Includes medicines and consumables like gown, eglov
safe swab, suture material, disposable blade,dnii@rinstrument,

draining pad, mopping pads etc.
VALUE

The term value refers to the increase in the Uise$s of the
product or services and as a result its valueg¢atmsumers. Value
to patients: the outcomes achieved for treatingediocal condition
relative to the costs incurred over a complete cgode. Value for
healthcare is to achieve better outcomes at thedbpossible cost.

1.17 PERIOD OF STUDY

For the research, the data collection is done Ijn#anough
structured interviews, observations and secondawnyces include
journals, magazines, books, articles and websitbs. period of
primary data collection is from®BMay, 2016 to 2% November,
2018.
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1.18 LIMITATIONS OF THE STUDY

Like any other social science research this stsidyot also
free from limitations. The researcher faced sevelifficulties
during the study period. It was found that not maogpitals were
practicing scientific method of managing cost, whinitialized a

tedious process to share information.

1. Most of that data were qualitative in nature, whietd to be
qguantified for the purpose of the study. Limitagsoof the

scaling technique apply for this study also.

2. The collection of data was during the busy hoursvork,

therefore the mood of work counts the collectioocess.

3. Lack of support to share the information, in puwief
confidentiality.

4. Recall errors form part of the data as the methéd o

interaction bounded memory recollection.

5. The collection of data from among the patients \atiailed
identified services of the particular hospital hbhsen

mechanized.
6. The limitations of the sampling method persist.

However sincere efforts have been taken to redbee

errors.
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1.19 CHAPTERISATON

The thesis has been chaptered on the basis ahbiketive
of the study. The first chapter gives an overvieismthe Indian
healthcare sector, in concern to the Kerala modld¢iealthcare
and discusses the statement of the problem, signiée of the

study with the objectives of the study and researethodology.

A review of prior research associated with genesisost,
cost management healthcare, cost control, costctiedu and
Activity Based Costing technique are discussed ag@er II. It
includes discussions on how cost management is levard
decision and the influence of Activity Based Caogttechnique in

healthcare sector.

Chapter 11l discusses the theoretical framework tloé
study. The chapter discusses the theories undgrlyimeir
relationships.

Chapter IV, includes a summary of price sensititotvards
the hospital service, the analysis of price sensitifrom both
patient and institutional point of view, also thaske findings
pertaining to prevailing cost structure of the kiezdre sector and

the key findings from it.

Chapter V, begins with the level of cost managdamire

various factors analyzed in the cost control andt aeduction
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measures. Another section of this chapter deals thé awareness,

interest and implementation phase of Activity BaSedting.

Chapter VI focusses in the identification of wtestltost
management practices of a hospital has any rektiprwith the
hospital performance indicators and

Final Chapter VII discusses the main findingstad study,

implications of the findings and scope for futuesearch.
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2.1 INTRODUCTION

Fluctuating health cost is an unpressured knotthe
calculations of budget. Maintenance of health is igsue
unambiguous for the nation’s economic growth. Thenagement
of cost is terminal in the journey of quality andstnation of
efficiency in the Healthcare Sector.

Through the absorption into different areas, tbecept is
clarified with importance over circumstance. Gesesi cost
management explains the origin and relevance dfrnasagement
to the alignment of finance and the backgroundusitess. One of
the most important decisions that a manufacturormgpany should
make is to determine the product mix that will nmaizie the profit.
To proportionate the index of Activity Based Cogtireflections of
Activity Based Cost absorbs the crux along withpitss and cons
in various fields including wine manufacturing, daétory tests,
marble industry etc. ABC implicitly takes a longeterm view by
recognizing that, overtime, these indirect costs loa changed and
hence are relevant to management choices. Stratelgeeces drive
activities in ABC, there are three essential siapsstablishing an
ABC system: defining the activities that supportpa, defining
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the links between activities and output and devatpphe cost of
activities. The current status of cost managemerteu various
circumstances is described lky new state-of-the-art hospital
indulging that high qualified human element suchtlas cost
manager is an important parameters to increasgdhiermance
efficiency. Cost measurement, cost of errors amdiyst diversity

are continually changing overtime.

There are several literature available in the @ah at the
conceptual and empirical literatures. These litees are reviewed
and presented under three broad headings namejgn@sis of cost
management (ii) reflections of Activity Based Cogti(iii) a new
state - of- the - art hospital in chorological arfflem latest to the
earliest.

2.2 GENESIS OF COST MANAGEMENT

Shivaraj (2015} explains that focus of cutting is primarily
on bolstering margins, some of the immediate effetdy lapse in
delivery and quality of product. Consumers areroftery sensitive
to these changes and rightly so, as they becometemtional
recipients of the cost-cutting exercise. Cost Opation focuses
on consumer value rather than just on cost reducsi@merging as

a viable alternative.

Mariques et.al (20143 claims costing subsystem as a key
element of any organization information, which idwwit is

important to know how the costing information issd among the
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rest of the systems within a company. At the adwoptand
broadcasting level of the systems depends on tbelkdge that

the assured companies could have about it.

Ramachandhran (2014) identifies attributes such as
management errors, regulatory approvals, erroriiewloat might
be the cause for project cost escalation. Thechyfele cost of a
project COMPASS (Cost Control Strategy and Planning
methodology assists management in evaluating ttenpal degree

of cost escalation.

Fisher (2013} portrays that shifting focus from control to
creativity value for the firm through cost reductiand increases in
asset productivity, inducing ABC express greatenfidence in

their information.

Hibadullah et.al (20139 explores lean management
practices that include supplier management, employe
involvement, just in time, consumer focus and stiatl process
control to monitor quality. The core principle ctudes the
elimination of non-value added activities, wastenirthe business

etc.

Thomas & Larsten (2012% examines the quest regarding
‘what are the cost from the management point ofv\iethe main
starting points for cost cutting, Does size, opegatmode or
quality standard correlate with the managementesiyt cost

structure, the basic cost drivers behind differges of cost
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concluding that to apply cost management, cossparency is a
pre-requisite. Cost management is important ascépacities are

rising while there is no opportunity for rising pes.

Yilmaz (2012) brings out two ways to measure business
cycle, through calculation of the loss of outpubnfr the full
employment level, agents dislike risk, costs, aillingness to pay,
to avoid business risks. Investigation in the asaalevant to fulfill
the best of our knowledge, no empirical evidenceceaning how
large are the costs of business cycles and unddistathe fact in

the special case of a developing country is segahent

Mulimani (2012)® scrutinizes cost effective analysis
involving an assessment of both cost and effectsenThere are
standards for cost-effectiveness, but at timedeptty adhering to
these standards is not realistic, and compromiseoféen made,
that may be entirely scientifically legitimate. $iee Costing is that
form of operation costing which applies where stadized
services are provide either by an undertaking oalservice cost

centre within an undertaking.

Xu etal (2012Y This study states that the area of
engineering practices where engineering judgemashieaperience
are used in the application of scientific princgblnd techniques to
problems of cost estimating, cost control, businglssning and
management science, profitability analysis, projeanagement
and planning and scheduling. The epistemic unceytaiaused by
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lack of knowledge is arguably more difficult to auigy and will

require fundamentally different strategies.

Vazakkidis et al (2010)° organizes the problem
recognized as the public sector aims at the contisumprovement
of quality of the provided services. Cooperation oew
technologies and new methods of management, catveesll the
deficiencies of Public Sector, so as citizens andmarison will be

better served.

According to Afanasyev (2010% consumer’'s service
values and delay costs are interdependent bechesdisutility of
construction delay is larger for residential cabimeakers and
commercial specification consumers. The higher toatent
quality, the more a consumer suffers if there ata dransmission
delays. Thus, the delay cost is interdependent thighvalue of the
content to the consumer. A delay in cost structuaekes both a
structural and practical difference in the analysiscompeting

congestion prone service providers.

Jabbour (2009%2 portrays in service industry, costs are not
extensively used to make pricing decisions. They ettensively
used to plan and control via responsibility centdten linked to

the problem of capacity management.

In the opinion ofShim & Siegel (2009%° before the dawn
of industrial century, costs and price of produatty depended on

some directed costs which are classified as variabkts today
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such as: direct labor, direct materials, and mastufang overhead.
All of these will be divided equally based on sofix®d criteria

such as direct labor hours. However, when the atoayscientists
focused more on the costs study aspect, they dised\that except
direct costs as mentioned in documents, thereare ®ther costs
which can be considered as indirect costs like taaance, tooling,
production control, purchasing, quality control,orsge and
handling, plant supervision and engineering cddtdike directed

costs, these did not be changed during a long ghesiben any

changes occurred in the volume of products.

Cokins (2006%* explains that in ABC cost assignment
network, each product incurs its own activity cosith a cause-
effect relationship, not with an arbitrary indirembst allocation.
This then creates layers of costs that produce npaofjt margin

layers.

Ananad (2004¥° opines that the cost management systems
changed acutely from the few financial measuresa bvoad set of
perspective to achieve corporate mission. Diffituite has its own
merits, displaying its relevance through innovatiskills and

creativeness are its fair outcome.

Deo (20013 delve into the concreteness of cost as a basic
measure of productivity. Resource Cost productjatyneasure of
resource use efficiency to determine the produgtiloss of a
production process. If the cost per unit of outigeluces by making
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improvement in the system, then the productivitytlod system
increases and if the cost increases, the prodtycifithe system
decreases relating to the greater than zero v&esource Cost
Productivity effect is an indicator that the systemay further be
improved by organizing the resources in the prddaocprocess.
Operation Based technique is also new techniqueloesd to

accurately measure the productivity loss in produacsystem.

Smith & Betley (2000}’ are of the opinion that cost
sharing can be an effective means of cost conubiniey not be
preferred to more selective means employed by nehagcare
plans. Evaluation of ‘what works’ and ‘which is tegt configures

the status of cost.

Marshall et.al (2000¥8 scrutinizes to compare the effect of
manipulating different variable to reduce cost dhe regression
analysis presents those cost effect in an eadgygretable manner.

Ceo & O’'Sullivan (1993)° recommends three types of
indirect costs need to be charged to cost cengsipments and
materials used on the job , Departmental costs ¢hanot be
charged directly to the daily work performed, Owatl services
provided to live departments by such staff agenaepersonnel,
purchasing, accounting, the legal department addiag. The key
reason why costs are understated is that the wotdcests of
performing work are not properly accounted for amgborted.
Indirect cost relates to hidden cost. When the dobt is known
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choices informed can be made out, subsidies, wotkhud and

guality can be procured.

Flieschman & Parker (1991%° proves that the evidence for
a relatively mature cost management has been foufalir major
areas of activity: cost control techniques, accigntor overhead,
costing for routine and special decision makingndard costing in
1980’s. The four categories of cost accountingvdgtiare cost
control, accounting for overhead: complex product cest
calculations, costs for routine and special denisimaking,

standard costing: associated with awareness okawsigs.

According toCooper & Kaplan (1991F* not only direct
materials, direct labors and direct manufacturimgrbead costs but
also indirect cost such as indirect materials amstailing and
maintenance costs are to be distributed dependiniie required
activities of each products or services. Howevewring) the
production process, there are some other sustagasig. This can
be individual or group. Therefore, these expenkesld be divided
separately to related activities of products owvises based on a
factor which is called cost driver rate. This witicrease the
reliabilities of data and help managers make tret tecisions for

specific support productions activities.

Dharmarajan (19852 found that the high cost of labour
coupled with its bargaining strength has led toaegd scale
migration of industry. Production estimate througiocess,
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processing methods, identify process cost, stringjuotal cost are

the gradual steps in reforming the cost structure.
2.3 REFLECTIONS OF ACTIVITY BASED COSTING:

Another area extensively researched by the schsldne

different aspects of ABC.

Dubihlela & Rundora (2014f® extracts the reason why
firms do not implement ABC involving, lack of mareagl
commitment, lack of training facilities, lack of ABknowledge,
resistance to change, high cost of implementing Agstem. ABC
is a weapon to cushion SMEs from the unstable lgsin
environment in order to ensure their survival anogh. The four
key components of ABC method include employee imngin
managerial commitment, ABC implementation and penénce of
SMEs.

Kaplan (2014f* comments that the system rely on
inaccurate and arbitrary cost allocations and pi®vilittle
transparency to guide attempts by first line carevides to
anticipated and modify the true drivers of theistcdAdoption of
ABC has been widely used in industries outside theate to
improve operational process and help managers nisdteer
decisions about resource allocation, product amdicge mix and
pricing. Few reasons occupy the providers cannadike
benchmark the cost of treating a clinical conditadrdifferent sites

because (a) costs are rarely measured over a cempjele of
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clinical care (b) most costs are allocated arhiyrand inaccurately
to patients, making these costs irrelevant to ciihmeasures (c)
differences in costs due to variations in the pricd inputs.
Moreover compensating the major barrier was thelngised fee —
for service reimbursement system, when encouraggh tost,
potentially inefficient care. Alike the bundled mpagnt
reimbursement has the potential to motivate pragide deliver
healthcare efficiently, to minimize or eliminatengplications and

to optimize outcomes.

In the words ofPhai et.al (20143 revival stage business
units face a more dynamic environment than matwige units
and pursue innovation and product diversificatioran attempt to
reinvigorate the unit. ABM practices are expeciedbeé crucial for
revival stage units for a number of reasons. Ashien case of
growth stage, the relative advantage of ABM infdiiorais high
due to the increased product diversity, overheadtscand
complexity.

According toTanur (2013¥° ABC is created to respond to
the need of the companies retrieve correct cosirnmédtion per
product and also use this information in stratefgicision making.
It also fulfills the need of the market to gain ref@gcance out
casting efficiency and practicality. It signifiesat the only way
that a firms’ survival in the pure competition metrks to control
their costs which will eventually lead to an in@eain profit

margin. In the light of trends, companies triegéarch for ways to
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control their cost budget by accurately providingpduct cost
information that can be used in pricing decisiohBC model can
be used in decision making and strategy creatiolchwivould be
used to guarantee long term success and help themntlg ability
to react to the emerging trends in the markets.t @osounting
symbolizes the role of cost allocation, cost trgciand data
retrieval. The types of activity cost drivers aransaction drivers,
duration drivers, intensity drivers under the dfesstion approach

of facility level, product level, batch level andiulevel.

According to Damjanovski (2013’ the value of ABC
methodology is mainly anticipated in the fieldscokt control and
profit analysis, as well as in the areas of proaggsnization and
decision making, where its assumed to be creatimglitons for
increased financial performance and improved |le¥alperational
efficiency. The business process is a network adiviies with
common purpose, so the activity costs belongs tcgsses. The
benefits are assessed for some of the company’sikayces and
business aspects which include cost controlling bodgeting,
profitability analysis, optimization of key processthe company

as well as its impact on decisions making process.

According toLevant & Zimnovitch (2013¥8 TDABC lays
the principle of equivalence methods, accordingh® which a
multi-product or multi-activity firm is brought dawto an entity
that manufactures only one product, by considertigof its

production in terms of multiple reference unit. &ikhe Phoenix
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reborn from ashes, advanced equivalence methods teehave
new lease of life in the 1990’s in the form of UMAethod and
TDABC method. Allocating overheads drawn of the tises’
homogenous methods. Tracing the words of Paul Yaler
‘Everything that is simple is false, everything tth& complex is

unusable’ reflects the evolutionary volume of aogtmethods.

Pandey(2012¥° explains visibility into cost of service and
cost control are critical. By using activity basedsting to
understand their true costs, healthcare providars avoid many
potential pitfalls that can result from using ttaxhal costing
methods. Accounting costs are particularly likedydeviate from
true costs in the hospitals, where there tend® torbad acceptance
of historical charges for service without clearigty into cost of
service delivery. For each of the service packalfiesost elements
must be identified, for example: time invested byygcians,
nurses and other staff, pharmaceutical consumalasts medical
equipment utilization cost and infrastructure cadsiopting ABC
as the method for calculating service costs requiresubstantial
commitment and it could challenge long held beli¢fabits and
priorities. Nonetheless the belief gained from atteoe
understanding the organization’s actual cost makegell worth
the effort.

Cannavacciouoloet.al (20125° on an aspect of RBV the
steps involve: structuring phase, i.e. constructidnare sources

portfolio containing all the resources controllgdebfirm, bundling
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phase firms combines its resources to constructnodify its

current capabilities. The leverage phase focuseth@mpplication
of firms’ capabilities to create value for consunaed wealth for
owners. ABC methodology fits well the need ast(i} ia technique
of cost analysis based on the concepts of progesactivity (ii) it

makes it possible to determine the cost of an ¢olgedhe basis of
the activities and resources that it consumes.stéyes also involve
to map resources, activities, competencies andlittks among

them.

Xu (2012§* highlighted that ABC is underutilized in many
developing countries despite its huge success éndiveloped
world as a redefined costing system that providéecive
information for cost management. The main objectV&BC is to
obtain more accurate costing information. In depetb countries
behavioural issues overwhelm technical ones. Thdysteveals
that there are major impediments in relation to ceasful
implementation of ABC in developing countries owitg their
vastly different business, economic and -culturaliremment.
Findings of the study indicates that one of theitp@soutcome of
implementing ABC was significantly improved relatg between
accountants and operational managers. Lack of assseand
expertise of ABC in developing countries may hasd hearing on
this outcome, the cross culture difference did hawpact on

successful implementation. The key factor leadinthe successful
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ABC was top management support. 7 characters of ABtays

time, quality, service, cost, speed, efficiency angortance.

Tuominen & Anselmi (2012f? claims that through
scheduling of the whole process succeeded is aortamd aspect
to choke point the process while providing handsrdaormation
about the workload involved in this kind of followg of individual
activities. Activity Based Costing attempts to itiBnthe most
relevant cause and effect relationship for eaciviacpool instead
of just attempting to find the most obvious andieststo-link

numerical cost driver for indirect costs.

According toAldukhil (2012)33 top management support is
the critical factor for the success of ABC impleraion, and its
significance has been emphasized by several stulliRfS success
lays on process cost improvement, non-processitcgsbvement,

revenue improvement and consumer satisfaction.

Khataie (20114 pointed out that the main purpose to show
how ABC/M acts as a common cost accounting, inféionaand
managerial approach to syndronize the two mentionedels and
to introduce the combination as a hybrid decisioppsrt system.
ABC/M as a two-stage cost accounting process, (Eaking
manufacturing overhead cost into different cost Ipoand (2)
assigning manufacturing overhead cost through gpjate activity

cost drivers to the cost.
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Kayrbekova (2011%° highlights the challenges affecting
life-cycle costs of advanced, complex and integraiéishore oil
and gas production facilities. The research dematest a
comparison of the conventional and non-conventicoat systems,
LCC analysis and AB-LCC. The study focuses on tifliénce of
good quality cost assessment of the selected teahsblution
alternatives on the tool life cycle cost of an bffise oil and gas
production facility to be used in the harsh, rematel sensitive
environment. Performing credible cost analysis lehgles the lack
of knowledge, experience, research and publisheth @ad
information. AB-LCC helps to determine how manyo@es need
to be spent on each activity which has to be peréar on the
production facility directed towards Activity Basednd

Environment Management.

According toCokins & Capusneasse (20139 cost objects
consume activities and these resources. Resouross @re
assigned to activities based on their resourcesaatity costs are
reassigned to cost objects (outputs) based on dbts @bjects’
proportional use of those activities. The objectitean ABC/ABM
system is to provide knowledge to managers and @raps, not
just basis data. The objective is to assist emgeye shift from
being reactionary to being activities participantsere they can

intelligently create and shape the future of theganization.

According to Huyen (2011}’ ABC is the best tool for

refining cost system and enhancing the effectivenes the
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business. Cost reducing, products quality improvesand saving
manufacturing time can be listed as three main fiitsrtbat ABC
can bring to organizations in operating performaraspects.
Although more detailed and precise information isuge strength
of ABC, it is also a weakness of this method. Mesrp
implementing ABC method also needs many objectators such
as market competitiveness, core business and tloemation

technology infrastructure quality.

According to Popesko et.al. (201%§ application of the
ABC in healthcare institution entails a number ag&dictable
benefits, especially the ability to quantify thetumd costs of
activities, to identify the relationship betweem tosts and means
of carrying out these activities, to identify capydnfluences on
the overall costs of the organization and in theessment of
legislative issues regarding the reimbursement aftiqular
performances to also measure the “profitability” pfovided
operations. It is necessary to view profitability this case as an
identified discrepancy between the amount of reirsément for a
certain performance and the actual (full) cost rateking into

account all overhead costs.

Levin & Sallbring (2011)%* conducted a studwith the
objective to develop a cost estimation system #rables the
salesperson to estimate the cost in order to ingrine four
problem areas. These constitute, categorizatioexpénse leading

to identifying main activities, establishing matrixeplacing
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checkmarks by proportionating the matrix, obtainv@ues to
values, accelerating activity product dependenceplacing
checkmarks in the matrix to finalize obtained valuwd product.
The basic idea summarized is that the resourceedrshould

express the use of resources for different actiwiti

Suthummanon et al (2011} proves that an ABC system
gives visibility to how effective resources arergeused and how
all activities contribute to the cost of a produearthermore, ABC
allows creation of a costing system that providesagement with
reliable cost information. It would be an importaid in making
management decisions, particularly for improvingipg practices
by making costing more accurate. The three metlaodpted for
allocation of indirect costs: equal allocation- a@xes cost is
allocated equally to all object that consume thsoueces, output
based allocation — resource cost is allocated doupto an output
related allocation base, ABC allocation - resoumsts are
accumulated into activity cost pools based on howchmof the
activity is consumed by the objects. ABC method deployed

across the internal value chain.

Marques et al (2010¥%* contend that most hospitals with
costs management systems, use the absorption médttaatitional
costs methods have caused distortions in indirexdtsc and
financial reports normally do not provide the mamag

interpretations and actions for the control of déwns related to
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specific problems also, their actions are rarelylected in

accounting reports leading to frustration.

Stouthuysen, et.al. (2009} describes in detail obstacles
existing in procedures of accurate cost drivercdela and the data
collection. The possible way of the simplificatiohthe system is
the application of time-driven activity-based cogti system
(TDABC).

Troche (2009 argues that the cost level in the
conventional systems is too aggregated to presdue\analysis of
any activity because product costs are not brokewnd by
activities. Thus, the objective of traditional dogt system are
inventory valuation and financial reporting. Fourffetent
methodological approaches for determining costidgcintuition,
education gaining, Traditional Cost Accounting, ity Based
Costing. ABC makes indirect cost direct.

According toGuan et.al (2009} while quality and time
are important improving these dimensions withoutregponding
improvement in financial performance may be futifenot fatal.
ABC'’s major source of information for activity basmanagement.

Two dimensions include — cost dimension and prodassnsion.

Patel (2009%° explains that overhead costs are allocated
from cost centers to cost objects through varioeshods such as
surcharges and activity allocations. ABC implem#gataenhances

the cost management functionality. All overheadtcase still
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assigned to cost carrying out a process that a#ectne cost of
those resources to the process. The process isctitaumed by
cost objects (such as production orders) and tladerk costs are
allocated to those cost objects. Cost centre attguanswers the
guestion of where cost occurs, whereas ABC ansthersjuestion

of why (for what purpose) cost occurs.

Pavlatos & Paggois(2009f® derives through the purpose
of the study as to provide some empirical evideoicthe current
general trends regarding the practical considara@aloption and
use of activity — based costing in hospital indus®ften ABC is
driven by the need to improve consumer profitapifibalysis, to
gain accurate information on cost for pricing, tepgare relevant
budgets. ABC applications involve service pricingpnsumer
profitability analysis, service — mix, performanavaluation,
budgeting, cost reduction, cost modelling, outsaryvice design,

overall price etc. ABC initially reflects the tragest.

According toAykol et.al (2007}" ABC measures cost and
performance of activities, resources and cost ¢djdicalso ensures
that high impossibility to sustain competitivenesgthout an
accruable cost calculation mechanism. It is argtieat using
multiple cost drivers reduces the risk of distartiand provides
accurate cost information. Cost drivers are oftezasares of the
activities performed such as number of units predudabour
hours, hours of equipment time and number of ordessived etc.

The existence of the ABC database is an advantageBEC
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applications since its financial phase recommends ABC
implementation. Kaizen application and BSC can dive firm

great advantages in the short and long run un@esdbpe of ABC.

Kaplan & Anderson (2007)8 is of the opinion thanBC
corrected serious deficiencies in traditional cegstems. The
traditional systems categorized cost into threenelds: material,
labour and overhead. Through automation and inlistr
engineering driven efficiencies, the percentage tatfl costs
represented by the somewhat arbitrary allocatidr@verhead had
continually increased in the twentieth century. @&indriven
incorporates variations in the time demands madedifferent

types of transactions.

Shaik (2006%° contend that ABC can radically change how
managers determine the mix of their product lirdentify the
location for sourcing components and assess newmaéngy. The
danger that only those incremental costs that amegquely
attributable to individual products will be classd as relevant for

decision making.

Gonzélez et.al (20069 opines that quality cost ratio is the
highlight of business with traditional cost provingeless as they
do not provide relevant information about the casid their
management. Through the study of wine making, geoto face
the complexity and variety of wine making procehks,use of ABC
system was adapted for wine making process. Tlgestavolving
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pre-fermentation, fermentation and post fermenmtatwders the

sequence for ABC.

Martin (2006)°! constitutes an ABC model requires 1)
identify the main activities 2) determining the rpary and
secondary drivers for the activities 3) aggregat@agvities into
homogeneous cost pools and selecting activatingsunes: to

represent each pool or cost driver.

Aho (2006%? investigates the implementation of a real time

ABC in a manufacturer along with the profitabilitgpnsumer
relationship or a product development process.ottish in costs
is common in conventional costing systems as cargsusing for
example a volume measure. ABC analysis refer togtiagh of
cumulative profits as the whole curve. The studytplcumulative
profitability versus consumers. The height of themip of the
whale indicates that the profits earned by ther®ss units most
profitable products. The remaining products, brgakeand loss
bring total profits down to sea level. ABC systegpresents a shift
from a strictly financial perspective to a holisti¢hole-system
perspective because they include both financial ramafinancial
data in its reporting. The main motivation for amgmany to
implement and use ABC is the need for reliable aofstrmation.
The focus should be on the most critical activitikat will add
value to consumer or help the effective operatarbiisiness.
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Gecevska & Anisic (20067 are of the opinion that
expense activity dependence matrix catalogues ragsieally
ensure success. A cost system based ABC requigesiinational
changes, employees acceptance, investment in seftaad
hardware, equipment for data collection. A smoo&imgition from
a traditional costing system to ABC, it does noquiee a high
investment in sophisticated data collection systemd doesn’t

require a serious organizational restructure faslspompanies.

According toCooper & Slagmulder (2005%* in a world
when the globalization becomes a trend of the tiesieABC can
be considered as a popular and dominated costoignitpue for
most of the organizations. In the past, profit nse@ou had a list of
potential consumers who can buy a huge quantitgrofiucts in
many times. However, this might be not right in litga
Profitability not only depends on the quantity balso the
differences between the price and the costs. Iy fae higher the
differences, the higher the profitability. Unlikeaditional method
which allocates costs equally among products, AB@des costs
based on the requirements of costs objects likdyats, services

and jobs.

Cokins (20055° points at the number of disadvantages,
such as high complexity of the system or large arhai non-
financial data requirements in introducing ABC teicjue.
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In the words ofJanne (2005° ABC implementation
research has developed from rationalistic survespttaesearch to
case based research addressing institutional fadBoisiness units
following a prospector strategy are more likelyatopt activity-
based systems because they continually implemedt chlmnge
organization as they seek out new opportunitiesCAd3a technical
system specially designed for the management ofrfl@ael and
product diversity, especially in the globally cortipg

manufacturing Industry.

Cardinaels et.al (2004) states that more developed cost
systems such as activity-based costing (ABC), naailifate strive
for cost efficiency. ABC provides more detailed tcogormation
on the activities of the hospital, which could tadly result into

better cost reduction and cost management.

Cohen (2004® contend that in ABC system there is no
direct relationship between production volume anastc
consumption. There are three categories of cosedriwhich can
be chosen in an ABC model — transaction driversatthn drivers
and intensity drivers. The purpose of stage maalifon is to trace
activity costs to cost objects and way to reachgibe is to choose

the appropriate activity cost drivers.

Anand et.al (2004)° brings an attempt to capture the
development in cost management practices suchcasiating for
overheads, application of budgetary control anehdsied costing
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among Indian corporates. Better insight for benaking and
budgeting with the ABC cost system yet the consisten priority
is lacking unlike the firms are using traditionalsting system.
According to the scholar, a wider spread is congded by ABC
and standard costing leaving the Traditional Cgssiystem.

Ali (2004)° argues that ABC recognizes that in long run
most manufacturing costs are not fixed and it seéeksnderstand
the forces that causes overhead costs to changetimwe ABC
system use volume-related cost drivers such astdabour hour
or machine hours’ drive the consumption of powdre DBenefits to
be received from introducing an ABC are dependegminuthe
diversity of service or products of a company,léhel of degree of
competition and the number of products or servemdd. The more
competitive the operating environment, the gredamanded will

be the need for accurate costing.

Cooper (1988 Ittner et al. (2002f? Using a more
complicated but high detailed calculation metho®CAplays an
important role in decisions making process as waglbperational
process of managers. Cost cutting and cost corgeslings
characters enhances the position of ABC in devetppalue added
products or services while still maintain an effeetcost resources.
One of the most popular implementation of ABC isrecard
balance which provides a fair judgment among variptoducts
and services. In other words, this is a flexiblecgse and detailed

costing method. In previous researches, ABC isrmredleas a task
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for accountants to identify the key products ovmes, cost drivers

and related activities cost assigning.

Bhatta (2001%® brings down the particularity with
revolutionary industrial technique and the presgay computer
support. The study intends that any business hawsveng it is
will have to torch the future in order to have catifve edge over
others through competitive excellence. The cruxABC is well
focused, it details that ABC is capable of accuyatiessipating the
indirect costs to the end product. It eliminatessersubsidization
of indirect costs among the products. There is nablpm in
identifying the direct cost (predominantly direcaterial) with the
products especially in the wake of automation aedch, this
process is related to backyard.

Rajaraman (2001%* relies the fact of managing real time.
ABC itself is not an end in itself and will not tésprofits, what is
required is the translation of insights from an AB@alysis into

action to tap the full potential for profit impranent.

Garrison & Noreen (2000%° explains the different steps

towards implementation of ABC:

a) Activity Identification

b) Activity Analysis

C) Cost Assignment

d) Activity Rates of Calculation

e) Assignment of Costs to Cost Objects
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f) Preparation and Distribution of Management Reports

Mullins & Zorn (1999%° investigated that cost centre
containing both high volume and low volume produmtservices
will tend to overcast high volume products relattedow volume
products, which is mainly because of indirect costeh as
overhead distribution and marketing are usuallystamt over a
range of different volumes or grow at a decliningt wate relative
to volume. Fudility and change in the service d&=lyvenvironment,
characteristic of local often create instability measurement and
assignment of cost. On the other hand, ABC traocsts@ccording
to activities performed in contrast to traditiomalst system which
allocate indirect costs (and even some direct fastshe basis of
single measures of product volume and input (sushahour,
machine hours and material dollars).The latter aggh fails to
adjust for differential relative resource usageoasrproducts or

process unrelated to the relative volume of pradact

Sallivan et.al (1999’ observations demonstrate the use of
the ABC approach together with the theory of cansts (TOC)
philosophy in determining the optimal product mindarestrictive
bottlenecks of a company. A basic assumption of AB@at cost
pools are homogeneous, which means that the cbatdiaities in
each cost pool should have same cause — effet¢toredhip with
the chosen cost driver. ABC is a long term orientades cost of
resources used in production, may lead to wrongrimétion in

short run. Traditional Costing is Value Based C®gitem. A good
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rule of thumb is not to have more than 20-25 afstigentres for an
ABC project.

Innes & Mitchell (1998)°8 configures the distinguishing
difference of ABC from conventional methods raisky the
treatment of overhead costs which are not relatezttty to the
volume of activity. The first stage of ABC beingnslar to the
conventional cost accounting process but, the stigpal output
activities to that consume the resources by assigoosts to each
of the resources, thereby giving visibility to theeakdown of the
total expense. Moreover, line/activities posses® fprofitability
but the principle objections to the form of managaiaccounting

are the efforts required to implement such a system

According toPohlen & LalLonde (1994§° ABC can assist
logistic managers by revealing the links betweemfopming
particular activities and the demands those am®/imake on an
organizations’ resources. ABC increases managemisitility
into how products, consumers or supply channelswoe work
and resources. ABC has provided the leading lagisirms with a
more accurate system for costing activities and sonéag
performance. The level of ABC sophistication emplbyappears to
be based on the firms’ objective, ongoing capabitid track
activity information, the proportion of indirect sts, and the

diversity of products, services, consumers or suppannels.
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Dopouch (1993)° in the study highlighted that ABC may
be moving too far in the direction of deriving native
implications. Potentially, different cost estimatiéunction can be
derived using a general ABC analysis, falling withine category

of materiality

Babad & Balachandran (1993} argues that the goal of
cost management is to provide relevant and timafigrimation to
the management. ABC has also been extended intotytiased
management to include other considerations suchc@ssumer
profitability, manpower utilization, distributiorhannels and other
management issues. ABC reveals cost and profitabiiiucture on
the other hand ABM scoops consumer profitabilityanmower

utilization, distribution channels and other mamaget issues.
2.4 ANEW STATE-OF-THE-ART HOSPITAL

The researcher conceptualizes the recent trenidh® iarena
of hospital industry in this part of the review.

Tomlin et.al (2015¥% consummate that using indirect
standardization, small groups of patients usind lwgst medicines
influence general practices expenditure on pharoimads. Factors
such as patients’ needs, age, previous experi¢nee,constraints
and reliance on drug company information may leadlifferent
prescribing choices. This also indicated differeange patient

demographics and morbidity.
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Zarai et.al (2015 Past studies on influencing variables is
concentrated mainly on behavioural, organizaticarad technical
aspects; while studies on the role of organizatiama technical
aspects and the role of culture in ABC successbas rare to the
study. The factors impacting ABC include externaVieonment,
individual characters, organizational factors, techl factors and

task characteristics.

Emry & Brantes (2015)* points out the little reason to
doubt that many provider groups and health systears a more
rational payment system and are willing to makefohichanges to
accommodate value-based payment. But employers gibse a
significant obstacle to such changes and werenilingi to
fundamentally change their employees’ benefit pla@sickly
moving from an opaque and paternalistic systemdgséem that is
transparent and driven by consumer action - a mareniscent of
the financial industry’s transition from local banland savings

amount to online day trading and mutual funds.

Dyas et.al (20159 The application of lean to healthcare is
widely debated in the study. The cost per patienirhas been
formulated by dividing the total activity coststtee multiple of the
total number of patients over the period in whible tosts cure
incurred and the average time spent by a patienhenactivity.
Process improvement involves factors like time otidas could
result in an increase in employee turnover, staffuctions could

lead to a decrease in consumer satisfaction ra@mgsinventory
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reductions could lead to a decrease in consumisfasaion ratings

and inventory reductions could hamper disastergregness.

In the words oMacMillan (2014Y®a major motivation for
managing the utilization of laboratory testing asréduce the cost
of medical care. The process of laboratory testnojudes three
distinct components termed the pre-analytic, afmalgnd post
analytic phases. Operating cost is casted overtatampidget and
operating budget. Job order accounting and proaessunting are
two generally used approaches for calculating t® in a test.

Kaplan & Haas (2014)’ contents in this study is
developed through the missteps that keep us pagmgnuch for
treatment is counterproductive and ultimately lagdio higher
costs and sometimes lower quality care. The liestritexpense
categories on the profit and loss state formulateduction are
usually made without considering the best mix gbreces needed

to deliver excellent patient outcomes in an efficimanner.

Kalicanim & Knezevic (2013)® argue that accuracy of
cost information is conditioned by finding adequatationship
between overhead costs and cost objects, idergifgimd tracing
cost drivers and output measures of activities lapdnonitoring
cost behaviour of different levels of product. Morer, value
analysis releasing a step towards consumer sdi@iad’he want
of gain, keep or improve its competitive advantagdich is
condition sine qua in modern business, should parits primary
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and secondary activities more efficiently thancisnpetitors. Cost
tracing, analysis and management entails makingitguand

accurate operative and strategic decisions as ia fasthe long
term orientation of a company. The true cost thradpminantly
affect costs (cost drivers) are in each activitythe value chain.
These are: economy of scale, experience curve,ofdsty inputs,
and connections with other activities in the vatirain and value
system, savings made by vertical integration orobysourcing,
strategic choices and operational decisions abbat dervices
provided to consumers, the number of functional atter

characteristics of the product, the amount of wagges

Phatshwane & Baliyan(2011)° the study contend that the
use of ABC has been effective tool for planning &duodgeting in
both private and public healthcare settings. Theaathge of
ABCM systems is that it allows better understanding control of
activities, at the same time giving insight on hmgources are
demanded by the activities in the delivery of avieer bringing

change in orientation and culture of cost managémen

Bhagawathi (2010¥° defines Healthcare as a multitude of
services rendered to individuals, families or comities by the
agile of health service or profession, for the s of promoting
good health. Medical care ranges from domiciliaayecto resident
hospital care and it refers chiefly to the pers@®bices that are
provided directly by the physicians or rendered arndheir

instructions.
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Cokins & Capusneasse (2018 The strategic purpose of a
cost driver has been analyzed through the caser$aittat changes
the nature of costs to be allocated. The basic gaerpof an
allocation base (or factor) has been visualized/ weell in the
study. The cost driver quantities are the case mfdycing
structural changes of activity costs and resoues@enses. In case
of the level of allocation of indirect cost, wedithree types of cost
drivers: the resources level, activity level andtaubject level.

Sumagna (2009¥ explains that management of complex
tasks involved in treating a patient particulady the one suffering
from complex ailments, healthcare resource managens a
serious issue. Proposing an architecture to imphknreat flow
management is structured and deals with healthoarelving
human life which must specify precautions to exoEst
Workflow process are marked by dimensions; contfiolw
dimension — ordering of tasks, resource dimensiadentifying
their rules, care dimension — individual cases. ddoer three
phase of span of treatment i.e. Adhoc — suitabiitypatient is
studied, Adapt — refined to suit the patient, Adeptfound
progressive, adopted for continuation.

Callaghan et.al (2007§® interprets that direct healthcare
costs one component of medical cost refer to theourees
consumed in delivery care to the patient and ireladsts of in-
patient, out-patient and emergency care. The stagyhasis on the

healthcare costs which directly form part of theeraue system.
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Hayward (2005* argues that because the functional level
of buildings are very complex, services need tadlesered jointly
and the service mix and methods of operation areediaand, in
most cases, unknown at the outset. Consequendychhllenges
are how to deal with the uncertainty regarding desn in
operational needs over time and how such changesidstbe

considered when planning a healthcare facility.

Young (20005° points out that the key to price sensitivity is
the availability of substitutes. One of the diffiies in health care
is that the product is often complex, the outconmelear and
information about prices, quality and effectivenes$ard to find

and interpret.

Stromborn et.al (2002 characterizes related to the cost
of switching plan, substantial variation in priensitivity related o
expected healthcare costs: younger, healthier emes are
between two and four times more sensitive to phe® employees
who are older and who have been recently hospthlinr
diagnosed with care. Price conscious consumer ehsia market
oriented healthcare reform proposals. The link betwproviders
and plans will generate greater “brand loyalty” nthinat which

occurs in other product markets.

Bescos et.al (2009) explains the fact that Activity Cost
Management can enable firms to make a more adegilatation
and the major reason that justify the adaption &®&CM are
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comparable from one country to another, the diskatiion with
the traditional cost accounting systems and bdleft ABCM
provide more accurate information. The study cobotes the
Canadian and French firms’ reason for introducir®CM involve
; to improve the accuracy of cost information, rssesy for
reduction, because the difference among produciszse or
because the product/service creation process wareeflected in
their manufacturing costs alone. Need to revieve@ssing, change
in the product/service creation process, increaseoverhead

outlays the few.

Shepard et.al (2000§% entangles concepts of Hospitals
absorbing the bulk of health spending in most coesit evidence
suggest that there is considerable scope for inipgowthe
management of these resources. By better undens¢pofivarious
activities, managers can improve the efficiency Hudspital
departments as well as hospital systems as a wkoten the
administrative point, cost centres can be distisiged according to
the nature of their work — patient care, clinicatecand overhead

centres.

Stailey (19995° presents the reduction of under used
facilities and activities that duplicate effortsteicturing activities
through intra- service and cross service consotidatevitalization
to attain a modern, efficient and effective laborgtenvironment

with a focus on the costs of facilities and infrasture.
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According toAtwal (1996)° the pharmaceutical industry is
now one of the most information intensive in therhp and
problems of information management therefore, astyuanore
challenging in the pharmaceutical and healthcadestries than in
most. Other areas of business; these industriestimaybe viewed
as paradigmatic in this context. They are increasinglgbal in
their activities, with the need to accommodate l&gns and
standards at both international and national lg\aisl to maintain
awareness of relevant new information worldwideforimation
resources and procedures for the discovery, denadop
registration, marketing, and support of medicines iacreasingly
systematized into common practices across the wanld operated
transnationally. The rate of change of impactingrés constantly
accelerates, and is the consequence of the groitifaymation
output, pressure for innovation and competitive aadage, the
globalization of markets, the convergence of tetgies, and

trends toward global harmonization of procedures.

William (1996)°! scrutinized in search for non- value added
activities that many companies have discoveredggfg misty,
grey” activities, which is unclear whether actwiadd value. This
concept lay common in business that attempt to enéng entire
business rather than just production with ABSs. efsure the
success of ABSs, activity levels, logical approacted drill down

cost allocations must be direct functions of thelgiectives.
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Sundaresan (1993% contend thattailoring the costing
system to the needs of the institution with a catgkequence of
elements including factors affecting hospital castes a line of
action for efficiency. The necessity and significarof reducing
cost of valuable hospital services hallmark thepoesibility
towards the mankind. The golden fruits of ever gngvmodern
medical technology should be made available tasedtions of the
society at the lowest possible cost, the mottods# Quality patient

care at minimal cost.

Roy (198852 contributes towards the various aspects which
should be given consideration while designing at cesluction

program for a hospital. It includes:

a) Location of hospitals
b) Training program

C) Type of Building, Equipment and facilities

d) Staffing
e) Hospital Supplies
f) Utilities

0) Maintenance
h) Shared service

i) Management responsibility

Levitz & Brooks (1985f* concretes their study through
measuring the performance utilization which conefsa series of

indicators of financial condition, efficiency ofseurce utilization,
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profitability and productivity. Total cost per patit — day and

labour costs per case conditions the productivity.

According to Donabedian (1983% there are three
approaches to the assessment of quality: obsenvafistructure,
process, and outcome. Structure refers to theivelat stable
characteristics of the providers of care, theiroueses, and the
physical and organizational settings in which thayk. The actual
process of care is the primary object of assessmaut the
judgment of quality is based on what is known abdlg
relationships between process and the consequehgescess for
the health and welfare of individuals and soci&tye quality of the
process of care is defined in terms of the normssaéntific
medicine and the ethics and values of society. @uécrefers to a
change in a patient's current and future healthnyMeonsider
measures of outcome to be the most valid indicaibtbe quality
of care, but evaluations, especially those of hakmare, have
tended to focus on structure or process. Thereaaneimber of
reasons to place more emphasis on outcome meaJiresnost
commonly available outcome measures, such as daa&thysually
too rare to detect small differences in care aeduently appear

too long after the care to be useful.

Howard et.al (1981Y° organizes micro and macro cost
alongside cost control at operational levels. Goshtainment is
defined as the attainment of operating efficiencithi the

constraints of providing a high standard of senticgatients, i.e.
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effectiveness. Efficiency cost is characterized tlas extent to
which the particular strategy under review accosty@s the goals
at its purpose at minimum cost per unit of servieadered.
Manifestation of cost consciousness involve conmpaiactivity,

consultation, tension, reprisals and politicking.

Thomas (1965) outlines that hospitals do not use cost
accounting system in the traditional sense, insteag employ cost
finding techniques. The objective of hospital cbatling is the
accuracy in determining departmental cost. Evenntiost basic
hospital accounting systems usually record diregpenses
departmentally, but indirect cost must be calcdatad then total
cost properly allocated to different departmentaictions or types
of patients.

Lasser (19543 conceptualizes that the theory of
accounting in private hospitals should portray patients charged
according to the principle “what traffic can beatijut must

consider cost also into account.

According to Kaltman (1948)° cost benefit analysis
essentially entails a comparison of costs and litssrfef a series of
program, thoughts of as alternative or competitorgublic funds.

There are 3 categories of benefit:

1. Savings in the use of health resources
2. Gains in economic output
3. Satisfaction from better health
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Buckingham et.al (20013)°° Even though many Japanese
manufacturers are aware that with increased automat their
plants, direct labor may not have a cause-andteffdationship
with factory overhead, they continue to use dirattor as the
principal basis to allocate overhead because thegad to believe
that using direct labor for this purpose provideganizational sub-
units with an incentive to use less labor. In otlerds, the use of
direct labor as the major allocation bases in Jegparcompanies

provides a direct stimulus to automate production.

Punkari et.al (19953° In cost and volume contracts, the
total price for the health care services providedafined in terms
of the volume of services provided, bed-days, saigbrocedures
and outpatient days (and combinations of these, tthatment
packages) being used as indicators of volume. Hesdtment
package is then assigned an average price, whichsislly
assumed to be cost-based. Thus, the purchasingipaiities can
pay for the health services roughly according &rtbonsumption
of the service. If the actual demand differs frohe testimate
specified and budgeted in the contract, the firntsk is shared
between the purchasing municipalities and the piogi health
care district.

The concept of cost management traced within wuario
situations allocate the furnishing its options imahcing
profitability and the responsibility towards mantin The

dimensions of cost control and its reduction masagements of
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cost to be transformed. Relatively various studissussed above
focuses on the cost management strategies thegdiliee business
crisis, the advantages of ABC that moved the coitipetstrategy

in intending the current scenario of this industnpointing the

strengths that outlay cost management and the sdopeto the

intensity of competition in the market which hagdge the scope
of this study. To further elaborates, the slottfos study has been
summarized through the strengths and weakness eofabiove

reviews, which exerts that Kerala model of heattreacneeds better
cost management overview for sustenance in the stndu

Moreover, the likelihood that prospers the hosstadtainability is

very well discussed.

2.5 CONCLUSION

The concept of cost management traced within variou
situations allocate the furnishing its options imahcing
profitability and the responsibility towards mantin The
dimensions of cost control and its reduction masagements of
cost to be transformed. Relatively various studissussed above
focuses on the cost management strategies thetchlfee business
crisis, the advantages of ABC that moved the coitiypetstrategy
in intending the current scenario of this industynpointing the
strengths that outlay cost management and the sdopeto the
intensity of competition in the market which hagdge the scope
of this study. To further elaborates, the slottfos study has been

summarized through the strengths and weakness eofabiove
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reviews, which exerts that Kerala model of heattreaneeds better
cost management overview for sustenance in the stndu

Moreover, the likelihood that prospers the hosstadtainability is

very well discussed.

Above reviews concentrates on the three aspecttheof
study. The first half elaborates the concept oft coanagement
mentioned in various studies, the areas, originritmmeand
challenges that formulates the management of ttdstther points
out that to sustain the competition and its intgnsi the market,
costmanagement plays a vital role and has become @betite
need of the hour. Reflection of ABC is the secoaff, ithis part
highlights the transformation of conventional cogtmethod to the
ABC technique. The reviews indicates that cost etgvand
measurement of activities absorbs the momenturosifrather that
the traditional absorption rate methodologyarious studies
redefine cost through the overhead managementitpehr-ABC.
Final half pinpoints the current scenario of haagitand the trends
that originate the corporate culture, visualizihgttthere exists a
gap in identifying the cost structure of the haalgitand analyzing
the cost management practices through the ABC aeasdevel.

This study indicates these gaps as its objectvgsh are

fundamentally established.
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3.1 INTRODUCTION

The goal of sustaining a competitive market isdtrategic
tool that follows the challenges. Compromising cakingside
quality deregulates the ethical values of the lessnHealth and its
amenities cannot trespass the need of the housyarahronize the
necessity to admire the cost value. Designing ofise is tuned to
the lump sum ailment in health and also the unptedistructure

of cost.

An understanding of the price of a service invels®me
understanding of cost. Price and cost are indis$ploonnected.
Specifying the calculations in expense that is aekedging
transparency alone cannot retain the service guaiéalth is the
king of wealth and dominated by its highly natwalise and worth
in mankind. Establishing a zeal with cost or therifae to benefit
a health service is a tremendous motion towardsitdogy.

3.1.1 Pieces of Pricing Puzzle

Pricing is not mystical. Setting and changing ofcer
represent a species of human behaviour that wideflect

perceptions, cognitions, aspirations and precomept Moreover,
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it also reflects the making of business decisidhs, quality and
availability of information motivation, environmerd&nd prior

experience.

A price setter becomes deeply involved in atlehsee
usually quite separate areas of business: cosfingnce and
marketing. A blend of pricing and decision makingnis essential
for the survival of a product or service in the qmtitive market.
The actions in business in general and in markedimg pricing in
particular should be goal oriented, laying theacfior a purpose.
The importance of price comes from the influenceébehaviour of
important participants in the marketing process,owould be
ultimate consumers, resellers, competitors, suggplieor
government. If a shift in price would provoke rigab take a strong
and painful measure, price decisions must be ceraildvital. Price
also affects the attitude of ultimate consumer towahe brand’s
quality, the hospital and its future changes ircg@rand quality.
Costs are the floor below which prices will not &t except in
crisis situations. Competitors’ price is a ceiliagove which most

sellers hesitate to set price except in unusualigistances.

When consumers’ value increases with quality ardlice,

decrease with price.
3.1.2 Approaches to Pricing

Price as means of communication, communicates dst m

consumers more than about information about tHerseimonetary
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demands. It says something about the quality, biéitya and the
nature of the people who avail the service. A prataicture
combines vertical and horizontal price differergtighat must be
viable in the face of operating costs and competitircumstances.
A company can pursue five objectives through pgcisurvival,
maximum current profit, maximum market share, maximmarket

skimming or product - quality leadership.

How elastic or responsive, demand would be toaagé in
price better forms the price for the service. Dedthanlikely to be

less elastic under the following conditions:

1. There are few or no substitutes or competitors.
2. Buyers do not readily notice the higher price.
3. Buyers are slow to change their buying habits.

4. Buyers think that higher prices are justified. #ndand is
elastic, sellers will consider lowering the pric&.lower

price will produce more total revenue.

Eventually, demand sets the ceiling and cost thetsloor.
The three Cs — the consumers’ demand schedulepsidunction,
and the competitor’s prices lays a platform to ceéeprice. Cost
sets the floor to price, competitors’ price and thece of
substitutes’ provide an orienting point. Consumessessment of

unique product features establish the ceiling price
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Mark — up pricing: Estimating the total cost andliad a
standard markup for profit. Markups are generaigghr on
seasonal items. By tying the price to cost, seléangplify
the pricing task.

Target — return pricing: The firm determines the@ithat

would yield its target rate of return on investment

Perceived value pricing: Consumers’ perceived vahkie
made up of several elements, such as the buyeegjarof
the product performance, the channel deliverabths,
warranty quality, consumer support and softer lattgs

such as the suppliers reputation, trustworthinadseateem.

Value Pricing:A pricing strategy in which a company sets
prices and promotes it based on the value consumers
perceive a service or good to have. Phiaciple applies to
markets where possessing an item add to a consusedr
image or facilitates unparalleled life experiences.

Going rate Pricing: Where costs are difficult toasgre or
competitive response is uncertain, firm feel tet going
price is a good solution because it is thoughteftect the

industry’s collective wisdom.

Auction type Pricing: One major use of auctionoiglispose

of excess inventories and use goods.
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7. Group Pricing: A discounted price is presented teefo

extended group of consumers.

To summarize, pricing a service or product foredhse
scenario of market to be presented with. Certaiobsts are an
inescapable ingredient for all decisions.

3.1.3 Role of Cost

Business computes cost for two main purpose:o(inelp
them to perform their custodial functions (repaytbo owners and
tax authorities and attempting to uncover dishgneand
inefficiency) and (ii) for decision making purpos€ost is a
composite of numerous elements — some direct ame smputed,
some fixed and some variable, some provable ane $leoretical.
Expenses and benefits are the linear factors agedcivith cost,
benefit received for the sacrifices made is amidéel value of cost
over actual. Negotiating the need with the experssipsilates the
value in cost, an ultima of sacrifice for the bénefategorizing
cost is mainly concluded with material, labour awverhead cost as
its elements. Variation in the proportion of thetements cannot

be nullified with difference in sector.

Traditional costing systems have proved their iirtgland
inadequacy to support pricing decisions in a comglempetitive
business environment since they are aimed at &ihgcto the total

cost on the basis of consistency rather than reteza
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Relevance is valued more than objectivity and tabdity,
though whatever data used must be defensible amdparent to
organizational participants. Organization uses rmfttion about
costs to make important product feature and prodhuctdecisions.
Organization acquire productive capacity: commitmabts, the
amount of committed costs is related to the plantea! of
activities and is incurred independent of how mush is made of
the committee resources during the period. A costra pertains
to a homogeneous group of tasks, i.e. activitiefabior that affect
the amount of the costs, for example in the prooéstorage cost
of activities may be dependent: place, time, stoekue etc.
Flexible costs: out of flexible resources - raw enil, labour, fuel.

[ Cost Finding

[ Cost Analysis

Cost Recording

[ Cost Reporting ]

Fig.3.1 Tasking of cost
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3.1.4 Cost Classification

Element wise detailed evaluation of cost to intrcel cost
reduction and to feature various aspects of ses\pcevided, solely
to have a continuous improvement of cost. Ravennegf an
analytical technique designed to examine all tloettaand cost of a
product in order to determine whether or not aeyitof cost can
be reduced or eliminated, while relating all fuootl, performance
and quality requirements. Segregation of cost oe #spect
underlined to mark a difference in the stereotypaigthe cost
formulation. Consumption of material is the absathia a product
or service. A direct relation in formation of theoduct or service is
congenial in formulating the direct material ased@ment of cost.
Tying a knot with the bunch of aspects which arsepsal in
loading characteristic purview of material alsanjsiits elemental
cost. Productive in an aspect of study is dimerdico the
elements it subordinates. Driving a series of nmaltés logical to
the essence of relation it pursue to the matedatent as a whole.
The character of material along with its value irprduct or

service serve its role as an element to cost.

Tasking of labour to mould a product or service is
generalized in direct and indirect manifold. Relatl features
sense the extent of fold to which labour may dé#ssification of

labour is bound to the necessity of its product uactured or
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service rendered. Fraction of series in activitieemulate the
purpose of labour in manufacturing and servicemse@valuating
the traditional mode, direct material and dirediolar dominated

the factory cost.

Along with material and labour, other expenses cWwhi
cannot be directly integrated to a product or servie. overhead
form part of the cost elements. Dignified by thatss$ of indirect
expense, a mere recognition cannot seal its presésorbing the
indirect material, indirect labour and indirect erpe in a product
or service is closely divisional to the part itydan the entire cost
generation. Apparently a convenient method of qoswvides a
thrust for cost formulation. Traditional costingssyms based on
volume based allocation of overhead have lost agle® in a
manufacturing environment that has seen a sharpedase in

overhead and a subsequent decline in direct labour.
Top — Down Costing

Costing is intended to serve as a basis for apatep
pricing procedure in the absence of adequate maifeéls owing
to the imperfections in the healthcare market. dherriding aim
of costing is to ensure that the full cost of tiheduict is allowed for
the calculated cost. This is called top — downingstThe steps in

the top — down approach are to:
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1. Identify the total, hospital-wide costs that arpested to be
incurred in the year. This is calculated on theidhax
resource inputs and utilization, expected level®wtputs,

and any agreed surplus/deficits generated in a year

2. Classify costs in a standardized form such thag tan be
allocated to the services specialties that form khsis of

the global budget.

This approach is defined over various steps. Tded 3.2
explains the various steps involved in the appraaictop —down

costing.
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Step — 1: Identify total, hospital-wide costs]

'

Step — 2: Classify costs
* Direct
e Indirect
* Overhea

Y

Step — 3: Allocate direct costs

v

Step — 4: Allocate indirect costs and overhe%ds

A\ 4

Step — 5: Total specialty costs obtained

\ J

\4

N
[ Step — 6: Repeat steps 1-4 to subspecialty

(if appropriate)

J

Step — 7: Reconcile total specialty cost to
original total, hospital — wide costs
subspecialty (if appropriate)

Fig.3.2: Basic Top — Down Costing
Source: (World Bank, 2009)
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Bottom — up Costing

The patient based micro — costing model also redeto as
bottom — up costing is another approach to cosfiing. stages are

to:

Identify activity data

2. Establish clinical protocols for procedures or case-type
group
Set the range of procedures to cost
Establish a cost profile for each procedure baseaverage
resource consumption

5. Cost the input resources on the profile.

Reconcile total activity times cost to the hospgahntum.

Bottom —up costing is generally done on a spsclajt
specialty basis, with the specialty quantum of €@ the control
total. This approach is justified not simply in ey of the
“costing”, but also because any price approach ia¥costing is
flawed in the error of estimation in apportionmentallocation of
costs to small volume activities are bound to besent in the

process.
3.1.5 Overhead

Change in proportion of cost elements is ratiortaléhe
product or service it entangles. Taking a scenmwvin these
aspects, a high range of deviation is notable witerhead as an
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element of cost over the past 20 years. Influerfcé@lmour has
blurred recognition over these years due to theemsa power of
technology in its own form. Diminishing utility dbour is the
consequence led by the clout of technology. Thel iveigh time
conservancy automatically lead to the digitalizedrf of labour.
An ongoing business stimulates the expenses intessablished
manner, dealing over a vibrant technology. They mdirect
charges, the total absorption of indirect cost lisbloed under

overhead.
3.1.6 Costing

A management philosophy, experimenting the elemeht
cost to build the amount to be stipulated is oadntvith the
behaviour of cost. In terms of variability, i.e. &her fixed,
variable or semi-variable is adjacent to the timal anature.
Drawing lines to create the cost through elementdominated by
the three elements of cost. The system of computiost of
production or of rising a business, by allocatingpenditure to
various stages of production or operation of firm.

3.1.7 Cost Management

Management of cost focuses on three aspects wese;ost
planning, cost implementation and cost control. &dwer, it is
conclusive to the limits set, i.e. the mode of a¢nstature, elements
to be confined with and the costing triggers tovadued. As an
initial stage, planning is the basics for managdm&milarly cost
planning over an anticipated means to form thererstiructure of
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cost and to pertain the value of cost. Outlining tlost is essential
step to be forwarded in cost management. Each eleaieost is
purely recognized as a separate unit in determithiegfinal cost
and in deriving the pursuit of cost. Drawing linesand between
the costs is deliberately conjoint to the cost ngen@ent. The
approaches and activities in planning and contestisions that
improve the value of service and lowers the coshfdl'he process
of planning and controlling the budget of busine&sform of
management accounting that allows business to giredpending
expenditure to help reduce the chance of going budget.

Most of the healthcare organizations continue ttaggle
with identifying the costs of products and serviceadered by
them, capturing the full cost of products and smysj including
inter-entity and departmental cost as part of fodst. The
difficulties experience in allocation and absorptaf costs are due
to the integration of various interrelated procemsd inter-
dependence of the process flowing from various isencost
centers mutually. Imperative to hold the sound gonahagement
strategies and technology healthcare service pricgguires a
balance between the patients concern for afforitiabiand
industry’s concern for adequate return on investnien growth
and sustainability.

3.2 COST ACCOUNTING STANDARDS

The Institute of Cost Accountants of India, recagrg the
need for structured approach to the measurementost in

manufacture and service sector, to provide guidaocthe user

130



organizations, government bodies, regulators, reBeagencies
and academic institutions to achieve uniformity aodsistency in
classification, measurement and assignment oftoogtoduct and
services, has constituted Cost Accounting Standdodsd (CASB)
with the objective of formulating the Cost Accoungfi Standards.
Formulation of CAS is comprehended to the usagelaofs,

business environment that prevails in the country.

The researcher has extended the study in evajudencost
accounting standards applicable to the study amé\iitalizing the

cost description based on these standards.
3.2.1 CAS -1: Classification of Cost

Cost has been classified on the basis of natuexpénses
and traceability. Accumulation of cost and discivagg the

expenses on this classification has form part efstiudy.
3.2.2 CAS -6: Material Cost

Assignment of material cost involves establishargpitable
procedure to identify and record the resources woesl by the
cost object. Material costs shall be directly é¢o a Cost object
to the extent it is economically feasible and fwalsbe assigned to
the cost object on the basis of material quantiysamed or
similar identifiable measure and valued as perptheciples. All
traceable costs to the extent possible for bringfiegmaterial up to
the place of provider are to be reckoned.
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3.2.3 CAS -10: Direct Expenses

Whether an item of expense is to be treated asctdir
expense or indirect expense, is to be determinedeims of
materiality of an item. Materiality depends on #iiee and nature of
item judged in particular circumstances. An itefmempense is
considered material if its omission could influertbe economic
decisions of users of the cost statement.

3.2.4 CAS -13: Cost of Service cost centre

Each identifiable service cost centre shall baté@ as a
distinct cost object for measurement of the cosger¥ices subject
to the principle of materiality. Cost of servicest@entre shall be
the aggregate of direct and indirect cost attribleteto services
being rendered by such cost centre.

The crux of traditional profit planning is basead lmow costs
behave over range of volume level of activitiestdilag of cost is
essentially remarkable to the fact that excessemidwill bog
down the project and not provide any material benief its
analysis. Too little detail will observe the meagiul results that
could be achieved. Modern 7Cs’ in cost managemlé eulture,
competition, controls, compensation, change pro@samitment,
and continuous education have captured the bustyassnism.

3.3 ACTIVITY BASED COSTING

Organizing and tracing the activities formulatirnge
manufacture of a product or deliver a service istagious to the
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costing dignifies. Value addition to any product service is
through the inbuilt structure moulded. ABC initialleletes non-
value added activities and formats only the valuiliteonal

activities. An addition to an activity is highly @igalence to the
relevance in structuring it. Cost objects consumtevifies in such
the same way that activities consume resourcesactual level of
activity performed to make products and serve com@ss

determines the quantity of flexible resources. ABCelated with
the improvement in cycle time and quality. ABC mases
management visibility into how product, consumers sapply

channels consume work and resources. The benefit
implementing an ABC system closely matched the aressfor

implementing an ABC system. Most firms initiallyciesed on the
cost data and planned to explore the possibilityngfiementing an
activity based management system. Cost manageraeguires a
good understanding of how the total cost of a otect changes
as the cost drivers change. It is a system thatsisx on activities
as the fundamental cost objects and uses the tistse activities
for compiling the cost for the service. The serwost is built up
from the cost of the specific activities undertakemprovide it.

The main concept in ABC involve: resources, atitgi
cost objects, resource drivers and cost driverg flimdamental
theory behind ABC is actually fairly easy to undensl, this
implies not all costs should be seen as produdte primary
building materials of ABC is knowledge — Knowledgé the
activities performed by the people and other resssiemployed by
the organisation. The goal of ABC is not to allecabmmon costs
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to products. The goal is to measure and price buhe resources
used for activities that support the production atelivery of
products and services to consumers. The factorsaatmyg ABC
include  external environment, individual characici

organizational factors, technical factors and skracteristics.

Adoption H Implementation }[ Deployment

Fig.3.3 Stages of ABC

ABC developing stages involve : adoption - theislen
making and planning process regarding quality, tand resource
allocation for the project. It should be decided ettler
transforming into new system would be cost effector not and
whichset of application techniques and approachmddvbe most
suited for the organizational context. Implemewitati include the
process of team organizaing, personnel acquiritigraplementing
the new system. Because of overlapping limitatieml the
neccessity of extending the existing classificatjodeployment
stage concludes the same. The final phase is delatthe process

of training, routinization, using and managing tiesv system.

Improved analytical capacity and causality priteipf
ABC is an approach to ascertain product cost moairately.
ABC is the most sophisticated way of allocatiorowérhead costs
in the sense that it is consistent with the prilecigf causality. The
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usefulness of ABC analysis can further be enhameeldding a
value analysis of every activity. An ABC model wdhable us to
analyze our product according to different consusagiments they
are targeted at and compare the costs of eachocgtegth the
premium and the buyer segment allow us to chargadifional
cost methods group the general expenses (overhest)l in the
general cost centres such as those of productiomnastration,
disposal, services and research and distributidhesfe costs to the
products, ABC categorizes them according to thévides that
consume them. Infact, ABC analyses all the acésitiproviding
information to the administration of the activitieghether these
activities contribute less or cost more than thieguéd, abolishing

the non- value added.

ABC objectives are achieved through:

. Gauging the efficiency of different activity.

. Determination of non-value added activities.

. Attacking the area of cost redundancy.

. Ability to pin down the hidden cost.

. Determination of focal point for continuous impravent.

Comparing the traditional costing to ABC methaaliad on
the arbitrary addition of a proportion of overheadts on to direct
costs to attain the total cost. ABC avoids allcwati or
apportionment by turning indirect costs into dirembst. To
eventually calculate the true cost i.e. measuradsts of the
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resource items, the traditional approach to cdsetaition relies on

three basic aspects:

. Accumulate costs within a production or non- prdauc
department.

. Allocate non- production costs to production depearits.

. Allocate the resulting production department costs

various products or services or consumers.

Activity management can reduce cost in four wagtivity
elimination, activity selection, activity reductioand activity
sharing.

Various limitations contradict the existence of ABGvolving:

. ABC is often a complex and relatively costly systarbe
implemented. This basically originates from the hhig
insistence of ABC acquiring exact information rethto the

consumption rate of cost drivers.

. Some cost objects consume variable amount of cudt a
others, inherently consume variable amount of siype in

a company.

. In manual production lines, unlike automotive, the
consumption rate of cost drivers is often morealda and
hence ABC is likely to be implemented.
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. ABC is more of accounting nature.

ABC model can be used in decision making and esisat
creation which would be used to guarantee long gracess of the
firm and help them gain the ability to react to #merging trends

in the markets.

Cost Cost
Resource drlveI r Cost dfist Service
cost Pools Cost

Fig.3.4 ABC model

. Resources (inputs): The basic elements within an
organization that are consumed in the productionit®f
services — in a manufacturing environment these
“resources” include the things that comprise thedpct

such as materials and labor Sarkis et al. (2006)

. Activity: The most basic building block in thertstruction
of an Activity Based Costing model is an activityAn
activity is an event that causes the consumptiaesjurces
Brewer et.al (2016)and, when viewed in the sequences in
which they are performed, activities represent liasic
actions that can be connected together to formoaegss
Sarkis et al., (2008)

. Activity measure: One unit of an activity is &activity

measure” and expresses how much of an activity is
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performed; these measures are the basic unite adtivity
used to accumulate them into activity cost pootg] #nen

assign them out to processes Brewer et al. (2010)

Activity cost pool: An activity cost pool is altection of
costs pertaining to a particular related set oivaigs; it is
the “bucket” into which costs relating to a partaruactivity
or closely related set of activities is accumulaBzewer et
al (2010§

Cost drivers: Cost drivers are the elements tiaate a
direct bearing to causing costs Kinney & Raibo@900¥;
they are the factors that determine the level aitan a
particular activity or process (e.g., more of avericauses
higher costs); in a manufacturing environment more
production (the driver) would increase electriagtsts, for
instance Sarkis et al.(2006)

Process: A process is comprised of activities amy given
entity (such as a manufacturing plant or a schadl)have
several. A process is a connected series of tesvi
performed to create an output Kinney & Raiborn 0@ a
process can also be thought of as a path throusgt af
activities Euske et.al (1998hat leads to an output.

Cost objects (outputs): Cost objects are anydymb or
service of an organization for which cost accumaoret is
desired — this is highly dependent upon the orgditiz — in
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a manufacturing environment a typical object wonddone
unit of output Sarkis et al. (2006)

. Activity analysis: An activity analysis is theqgeess of
studying an organization’s activities for the puspoof
categorizing them and also to determine which ave n
adding value to the organization’s purpose Kinney &
Raiborn (2009

. Process map: A process map is a graphic refdedsan— a
detailed flowchart that depicts how activities aomnected
into processes and how processes, in turn, areectethto
creating outputs Kinney & Raiborn, (2069)activities are
combined together in a meaningful way to form psses
Euske et al. (1998}

3.3.1 Cost Centre
Where cost is absorbed, the smallest segment witaair

area of responsibility for which costs are gathered

[ Operation and process J

@ Production and servicej

[Personal and impersonal]

Fig.3.5 Types of cost centre
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Cost Centre includes Billing, Information systenfeltction
control, public relation, marketing, nursing depaht, payroll,
security, dietary, and finance.

3.3.2 Revenue Centre

Blood bank, cardiology, laboratory, pharmacy, réuliy,
operating room, emergency department, medical sgplabor
and delivery.

3.3.3 Responsibility Centre
To achieve the goal of providing proper incentives.

Cost efficiency: Keeping costs low and being cofficient
provides an organization with a strong competitideantage.

Kaplan'’s four stage cost model

Poor Focus on Innovation and Integrated
Quality » external [ managerial > cost
Data reporting relevance system

Fig.3.6. Cost Model

The basic concept that Kaplan explains is thathakes
sense to have one cost accounting system to genafatmation
for financial statements, another to collect cagbrimation needed
to motivate and evaluate managers, and third tdarsmaking key
management decisions. Furthermore, the cost moeetlaped
represents the relevance of cost arrangement insginere of

business.
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3.4 COST STRUCTURE

On the basis of cost elements i.e. material, laband

overhead, synchronizing cost to attain a fair vadvabsorption.
3.4.1 Cost Control

An execution action to eradicate activities whidt not
value the services and increase cost as a whaleridative of cost
accounting, reflecting optimum utilization of resoes or
performing the same job at same cost and monataitg lon cost.
A continuous comparison which aims to achieve tadjeost. The
only way that the firms survive in the fierce corifpee market is
to control their costs which will eventually leaadl &an increase in
profit margins. To meet the economic challengesdaby the
industry, and to provide low-cost high quality Sees, healthcare

organisation need to develop stringent control ¢heir operations.
3.4.2 Cost Reduction

A permanent reduction in cost and evaluation odiveies
and resources that can reduce cost and value tfegrpance of the
services provided by the institution. The philospddehind cost
reduction is that no item of expenditure is in saahdle level as to
preclude reduction. It may mean either (i) prodgcmore at the
existing level of expenditure. (ii) Producing ae tbxisting level at

reduced expenses.
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3.4.3 Direct Cost

The cost that can be conveniently and economicediyed

directly to the cost pool or cost object.
3.4.4 Machinery

Include suction, quartery - diathermy, anesthesia
workstation, boiling point apparatus, shadowlegght]i c-arm,
laproscopy, microscope, OT table, air conditioqmrse oximeter
and multipara monitor etc. used in the hospitals.

3.4.5 Overhead

The cost which do not result from the existence of
individual cost units in the hospitals. The indtreast which has no
convenient or economical trace from the cost todbst pool or
from the cost pool to the cost object.

3.4.6 Cost Management

The approaches and activities in planning and robnt
decisions that improve the value of service andelothe cost.
Control and reduction measures are part of the m@stagement
definition.

3.4.7 Cost Awareness

The level of cost recognition within the organiaat
Whether cost is absorbed as a part of rationalkittgn or it's
unique to profit considered. The understanding ciépeof the
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hospital administration on the cost served througgrvices
rendered.

3.4.8 Cost Relevance

The extent of importance evaluated over the costhe
Hospital. Identification of the pertinence of cadbng with the
services served within the hospital.

3.4.9 Cost Allocation

Assigning positions for cost according to its mefu
variability in occurrence and purpose. Distinguighicost and
charting them to the relevance attained. Identffyinggregating
and assigning cost to any cost object. Relying ba value
perceived by the cost object i.e. the activity tam for which
separate measurement is allocated. Mass of expenséhe
overhead formation is dissected with the traceslistribution it
surrenders, assign cost more on the basis of rathdrary or even
subjective rules.

3.4.10 Cost Appropriation

Proportionating common cost through understandings
behavior, occurrence and estimated basis of bsnediteived.
More precise in nature as assigning cost usingsrbl@sed on
factors such as actual wage or consumption. Lump amount is
dived with the clear cut measurable fact.
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3.4.11 Cost Planning

An initial stage in cost management cycle, desigmf cost
in improving quality and performance of service.rdaasting of
cost, department wise or on historical basis to tmte
requirements of efficient utilization.

3.4.12 Cost Classification

Generalization of the cost as per its variabilgggregation
under certain norms which are exclusive to its irtgpme in the
hospital management.

3.4.13 Cost Estimation

The approximation of cost for a particular seryice
department and rating of cost according to the mapce of
service. Analyzing the cost behaviour to eventudlgck the
planned sketch of cost with its determinants.

3.4.14 Cost Conscious

To evaluate the extend of responsiveness towarsisand
whether keen in organizing hospital services.

3.4.15 Cost Sensitive

Sensible to the values in cost and any deviatiorcast
simultaneously effects the performance of actisitie
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3.4.16 Responsibility Centre

Subunits of an organization for which authoritydan
responsibility is sorted. Revenue and cost inforomaare reported
on the basis of responsibility allocated to thes@res.

3.4.17 Alternative Material

Substituting materials by regulating its qualitynda
maintaining the predetermined values in services.

3.4.18 Bulk Purchase

Framing out a larger purchase so as to make use of
discounts and reduce cost on an overall basis. Butkhase is a
cost reduction technique.

3.4.19 Outsourcing

The practice of having certain job functions dongside an
organization instead of in-house department. Thi rdvantages
include cost saving, focus on core business, coaswsatisfaction
and operational efficiency. Ausiness practice in which certain
functions required by the business are performedutyide parties
on a contract basis rather than the business’sogmmgs. Hospitals
often entertain security services, canteen anddkaeping in this

category.
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3.4.20 Alternative Labour

Substituting the employment array with outsourcid
other means by regulating its quality and maintajnithe

predetermined values in services.

3.4.21 Value Engineering

A technique designed to examine the cost of aiceand
to determine whether elimination is possible kegpail other
aspects including functions, quality and perfornreanm a
sustainable manner. According to Lawrence D Miies)volves a
study of the characteristics cost of an item nandelsign, methods
of manufacture, quality etc. with the objectiverefiucing the cost
of production. It is the study of designs and systeprior to the
rendering of services for theurpose of achieving essential
functions at the lowest life cycle cost consistenth required

performance, quality, reliability and safety.

3.4.22 Value Analysis

A systematic application of established techniques
identify the functions of a product or componend &m provide the
desired functions at the lowest total cost. It @eative approach to
eliminate unnecessary costs which add neither #ditgunor to the
appearance of the product.
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3.4.23 Medical Services

Departments which generates income directly frdma t
patients are called medical departments. Exam@esisultation
Service, Gynecology Service, Surgical Service etc.

3.4.24 Medical Support Service

These services generally support medical servithsese
may also generate revenue from Patients directiyantples:
Laboratory Services, Radiology Services, Blood B3&rkvices etc.

3.4.25 Non-Medical Support Services

Those services which do not generate income djréctt
supports the medical and medical support servioesla their
services effectively are known as non- medical suppervices.
Examples: Finance and Accounts, Housekeeping, Asioms
Medical Records etc.

3.4.26 Outpatient Care

Output patient care is medical department providedan
outpatient basis including diagnosis, observatioansultation,
treatment, intervention and rehabilitation seridkis care can
include advanced medical technology and proceduesn evhen
provided outside the hospitals.

3.4.27 Quality

There are two types of service quality — techniaat
functional. Technical quality refers to the deliyeare services or
their outcomes (i.e. what is offered and receivediile functional
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quality refers to the healthcare services deliygncess or the way
in which the consumer receives the service (i.& tiee service is
offered and received)

3.4.28 Cost Driver

The level of activity or volume that causally affe cost
over a given time span. There is a cause and eféationship
between a change in the level of activity or voluane a change in
the level of total cost. A variable, such as theeleof activity or
volume, that causally affects cost over a giveretgpan.

3.4.29 Doctors

Most profit maximizing organizations however emgiha
technical rationality and quantitative efficiencyhere are three
categories of doctors namely; Empanelled DoctoetaiRers and
Salaried Doctors.

. Empanelled doctors- are visiting doctors at eachitiaand
they get a share of the doctors’ fee in the suegeri
performed.

. Salaried Doctors (on payroll) - At this unit areetfresh
MBBS and MDS with little or no experience. They are
regular, full-time employees who get salary anceofhinge

benefits each month.

. Retainers- get a lump sum amount and are not exhtith
benefits such as leaves, medical reimbursemenvjdenat
fund etc. Majority of the doctors are retainers wimrk on
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a retainer ship fee instead of a salary or anyrdtivel of

revenue sharing arrangement.

There are star doctors who can be on retainer ahipe
empanelled with their own revenue — sharing modéky are
responsible for attracting patients to the hospiaing to their
reputation in the medical field. There are someelyidecognized
doctors who are the ‘rain makers’ of the organmati They are
chief revenue generators and several patients awneg to the
fame of these ‘doctors’. The recruitment for thectdos of all
categories is mainly through referrals from senimctors and

poaching of reputed doctors from other hospitals.
3.5 HEALTHCARE

Health is man’s natural prerequisite and it is thsult off
living in accordance with natural laws pertainiongobdy, mind and
environment. The World Health Organisation (WHO)firtks
health as a state of complete physical, mentalsacdl well-being
and not merely the absence of disease or infirntitgalthcare
management is defined as multitude of services emaud to
individuals, families or communities by the agenfsthe health
services or profession, for the purpose of prongogood health.

The efficient goal for any health care systenoitouch and
enrich billion lives with creating certain set oélve i.e. Patient
Centricity, Ownership and integrity to patients. ugble in

healthcare is measured through the terms of patemtomes
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achieved per rupee expended. The true status matter
worthwhile of healthcare service. Healthcare indust described
as a lifeline industry whose service cannot be awgd or
substituted. The industry is a core sector, alwagarded as a

noble service because it deals with human life tvisqorecious.

Healthcare costs are continuously spiraling up faogpitals
are facing steep competition to provide increasaseeto high

quality service.

Medical care ranges from domiciliary care to resid
hospital care and it refers chiefly to those peatservices that are
provided directly by the physicians or rendered arndheir
instructions. Best healthcare is conditioned frommi to tomb
with effective deployment of available resourcesnéing the cost
curve that is initiating cost control and reductio;m widely
spontaneous. The hospital usually feel difficultitesallocate the
cost of stand-by facilities such as generator, bpckperation
theatre and extra trained staff. They charge thest to each

patient, which is overloading the price.

3.6 CONCLUSION

An in-depth view is countered to the medical anedical
support services in its utmost generalized forme Hketch to
randomly notify the advancement in medical sciemrel the
healthcare costing system is summarized in a dsthform with
the purview of costing facets. Criteria to fulfihe instant need of

150



cost is measured with sacrifice made not onlygares, but also as

a means of qualitative configurations.

Costing not only summarizes the expenses markedlbol
lines out the intact value that surrounds its exise. Managing is a
needful tool which fulfills control and reductioomroversies in its
adaptable form. To trigger the perceived value eflival ailment
and pinpoint the outrageous expenses which oftém out the
entire price figured, brings forth better managiteghnique to
monitor the current status of cost to service. $pamency in cost
management needs to be questionable in the cunesithcare
costing structure. Among the most under polishextguiures cost
management has also placed its position in largéh Bhe private
sector and public sector need an esteem evaluititre services
provided thereon. Hospitals whether valued as Sfigabr Super-
specialty or Multispecialty or the general hosgitaked to idealize
the cost pertained on the value of their serviGzgegory does not
rename their cost valuation rather the transparenag be
synchronized with a good set of factors. Identifyand evaluating
these major and minor elements of cost is highlkatie with the

manpower and technology that is established.

Kerala being charmed by the best professionalslss
drained by the cost that consumes the professiotiesanarchy of
cost elements is highly subjected in these servidé® study

notches in terms of costing purview.
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Healthcare is the most difficult, chaotic, and
complex industry to manage today and the hospital
is altogether the most complex human organization
ever devised.

— Peter Drucker

Market texture has very close relation to its coners. An
imperfectly competitive market has its demand isebr related to
its price, in other words, price rules the serviofgained. This
chapter has been divided into two parts. Part —xanmgnes the
level of price sensitivity among patients towardee thospital
services and cost consciousness of the hospitakally, the price
sensitivity of the hospital has been termed as cossciousness of
the hospital. The study has been categorized frath lihe
perspective i.e. institutional and patient. Pa& delve into the cost
structure analysis of the hospital. The researshermmarizes that
cost consciousness of the hospital rebuilds thestoscture for the
healthcare services. Furthermore, cost consciospitad would

indulge in much better analysis of its cost strretu
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4.1 Part - A: Patients’ price sensitivity and Hospals’ cost

consciousness towards healthcare services.

Price sensitivity can basically be defined as péhe extent
to which demand changes when the price for a seref@anges.
The price sensitivity of a service varies with thevel of
importance consumers place on price relative teropurchasing
criteria. Some people may value quality over prioaking them
less susceptible to price sensitivity. People wieomaore sensitive
to price means a slight change in price affectsr therchasing
attitude. Price sensitivity places a premium onarstAnding the
competition, the buying process, and the uniqueatse services
in the marketplace. For example, consumers haveerlpwce

sensitivity if a service is unique or has few sitbsss.
Price Sensitivity in Economics

In economics, price sensitivity is commonly reéefras
changes in demand based on changes in price. Wher p
increases demand decreases and vice versa. lasuned using the
price elasticity of demand, or the measure of tienge in demand
based on its price change. The law of demand staé¢$ all other
market factors remain constant, a relative priceease leads to a
drop in the quantity demanded. This law is violatedcase of
giffen goods, where a product is consumed more faprice

increase and vice versa. It is also known as giffaadox.
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High elasticity means consumers are highly respent®
price changes. Inelastic demand have lower respemsss to
changes in price. Price sensitivity can be defiasdhe degree to
which consumers’ behaviors are affected by theepré the
product or service. Price sensitivity is also knowvas price
elasticity of demand and this means the extentHiahwa particular

service provided is affected.

Consumers are less sensitive to price when tla ¢ost is
low compared to their total income. Likewise, tb&at expenditure
compared to the total cost of the end product tdfgurice
sensitivity. Another way of explaining price sensiy is, “the
consumer demand for a service is changed by the afoshe
service”. It basically helps the providers’ studyetconsumer
behavior and assists them in making good decisalmsut the
service. The level of price sensitivity varies degiag on various
services and consumers. In other words, a pricgitsenconsumer
is cost conscious. Cost when summarized is thefibeaeeeived for
the sacrifices made, quantified with the obtainatle of service.
Price conscious consumer choice is a cornerstonenafket

oriented healthcare reform and the purchasingegfied used.
Price Sensitivity in Marketing

Pricing policy turns to be one of the keystonamairketing
strategy. The constellation of preferences pladd imorendering a
service. Consumer demand rate is price sensitanty depends on
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the gap between the sales price and the reference n
consumers’ mind. Analyzing price sensitivity is g useful in
attempts to determine the impact created by theahotutcome of a
specific variable, if it is different from what hdseen assumed
previously. Pricing is a key determinant for anyrkesing activity.
Inducement of advertisement, colourful media anallehging
substitutes have made allocation of money towardspital
services a bigger challenge. Various pricing medmas including
price signaling, price skimming, penetrating pripece bundling
etc. add value to the marketing technique. The t@yprice
sensitivity is the availability of substitutes. Nkating nourishes the
empire of hospital services reallocating qualitg @nice. Berry and
Yadav (1996) In essence the ability to charge a particularepisca
barometer that determines and confirms the suafedstermining
decision such a branding, positioning and commuimgathe
competitive advantage of the service provided.

Consumers are less price sensitive if they areanaire of
or if there is few substitution. This wholesome @ach has been
shattered by the tremendous domination of heakhdacility.
Various factors determine the degree of price coispa and
switchover which are terminals of price sensitiviBomparing the
price for various medical services and contrastingh the
requirement is a trend originated with sensitiwitynealthcare. The
transparency in available facilities contribute tiwe track of

scrutinizing the need and figure. Comfortability,uafjty,
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convenience are among the supporting elementsaitizgtand the
satisfaction level of medical ailment. A detailedalysis on the
financial aspects is an insight in the reform ofaltteare
facilities.ltems which are commoditized will usyaéxhibit higher
price elasticity, i.e. a small change in price wdhd to a large
change in the quantity demanded. Items which aedastic,
however, are defined to be those where a largegeham price
leads to a small change in the quantity demandedeheral, the

price sensitivity of consumers are a function of:

Purchasing power: People with fixed or low levels of income will

usually exhibit higher price sensitivity.

Nature of the service:If the service is a commodity (i.e., is easily
available and not much differentiated), it will @iy exhibit higher

price sensitivity.

Market structure: Characteristics of a market design the
competition and pricing policy. Competitive markeirove
relevance to pricing mechanism through the detamsin the
market. A perfect competition market structure iwes large
sellers and buyers engaged in selling and buyingooiogenous
products at a single prevailing price. Whereas #msec of
monopolistic competition market structure, there kErge sellers
selling the products that are similar and competk gach other on
factor other than price. For an oligopoly marketcharacterised by
few sellers selling homogenous product, with mdreantrol on
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price. A market structure with single seller sejlia product with
no close substitutes and has price control, knowrManopoly

market is yet another confined market structureidation.

Regulatory policy: Government restrictions on price that can be
charged in the market. Furthermore, Governmentstateps to

control and regulate the pricing mechanism in tiaeket.
Price Sensitivity in Cost Management

In hospital cost management, price sensitivity the
consciousness of the patients’ towards the costlavils or range
dealing with. Competition value of the servicesoasubstantiate
the price sensitivity of patients in the literalrfo of cost
management, as they can negotiate to a greatendexie this
context. It is important for the hospitals to beghly cost
consciousness in case the patients’ are signific@nice sensitive
towards the hospital services. Making fruitful st@es and
positively analysing cost is an important challerfgeed by a

hospital in a highly competitive market.
4.1.1 PATIENTS’ POINT OF VIEW

Mushroomed across the country, hospitals in tgtdlave
vented a fog of innovations. Precisely these halreimistered the
quality of various facilities to the quantum of negnexpended.
One of the major difficulties in health care isttllae product is
often complex, the outcome unclear and informatabout price,
guality and effectiveness is hard to find and iottet.
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Price for all factors is the value or worth enjdyby a
patient. Moreover, from a patient’'s perspective sherifice made
for the benefit received, price rather being thatcof service.
Unlike manpower, equipment or supplier, money it aadangible
resource, it is with a cost or a potential benefit.

To be responsive towards price is countered with t
affordability of a patient. To value a service inagtum to the
money dispensed has a linear relationship withathéty to pay.
Demand for a hospital service when shifted with dhange in
price is relative to the affordability. Switchindap explains the
ability and willingness to pay. Understanding horce elasticity
varies with consumer characteristics is importantefvaluating the
potential of market oriented health services. Peiesticity reflects
the income or disposable income which is undefined.

The patient’'s perception about a hospital serand the
actual service received deals with the feeling asmatch in
satisfaction and the price being charged. Evalgatiarious
substitute in terms of patient’s affordability atie® ease of benefit
received. These ultimately rise into a situation pfice
sensitiveness. The dependency on price comparidbara to the

willingness to pay and affordability.

This part of the chapter analyses the sample Ofpéients
for the patient perspective and 90 hospitals fostitutional
perspective, chosen for evaluating the price sgesiss. The

detail of sample frame is as explained elsewhere.
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4.1.1.1 Aggregate Price Sensitiveness - Patient Wi

Selected patients were asked about the hospitak pr
sensitiveness through an interview schedule asusksc in the
methodology part and the result is tabulated aedgnted in Table
4.1 given below.

Table 4.1:Aggregate Patients’ Price Sensitiveness

FACTOR Aggregate
Score

Detalled price analysis for choosing the hospital 4.70 (0.66)
service
Charged more for the hospital service 2.65 (1.76
Price Sensitivity Rating 4.80 (0.67)
Price Comparison 4.58 (0.83)

AGGREGATE 4.18 (1.03)

*Figures in brackets are the standard deviation.

Above Table 4.1, shows the aggregate patientstepri
sensitiveness towards Modern Science hospital egvivVarious
factors analyzed reveals that the aggregate meane $or price
sensitiveness among the patients is 4.18 out o0f83%.6%).
Furthermore, it reveals that the price comparigorilie service as
a part of choosing the hospital has a mean scoe58f (91.6%).
This concludes that the patients have higher psiesitivity of
83.6% towards Modern Science hospital services.

4.1.1.2 Hospital type wise classification of patiési price
sensitivity

The aggregate data on patients’ price sensitivilye been
classified hospital wise and presented in Tablegd.@n below:
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Table 4.2: Distribution of Sample means on the basis of tfjghe
hospitals

TYPE General Multi/ | Aggregate t Test
FACTOR Super Score (p value)

=

Detailed price analysis fg 4.83 4.64 4.70

choosing the hospital (050) | (0.71) (0.66) .001**

service
Charged more for the 2.34 2.80 2.65 008+
hospital service (1.75) | (1.74) (1.76) '
. e . 4.82 4.78 4.80
Price Sensitivity Rating (0.61) (0.70) (0.67) .584
. . 4.73 451 4.58 n
Price Comparison (0.68) | (0.88) (0.83) .003
AGGREGATE 418 | 418 4.18 098

(1.23) | (0.92) (1.03)

*Figures in brackets are the standard deviation.
** Significant at 5%level

It can be noticed from the above Table 4.2 tha th
aggregate mean score of patients’ price sensitofitypoth General
hospitals and Multi-specialty hospitals are 4.18 olu5 (83.6%).
Focusing the price sensitivity ratings, it can leserved that the
mean score is 4.82 for the General hospital patiastcompared to
the Multi-specialty hospital patients’ with a meacore of 4.78.
Price comparison by the patients in case of Gertergpital and
Multi-specialty hospital shows a mean score are8 4id 4.51,
respectively.

The aggregate mean difference in the price sgitgiscore
and between General and Multi-specialty hospitaé arot
statistically significant, for ‘t’ test at 5 per mesignificant level as
the ‘p value’ is above 0.05. Regarding price analynd price
comparison the mean scores differences are statlgtsignificant.
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Further conceptualizing the fact that, in casamdlysis of
patients’ price sensitivity on the basis of hodpiype, there is a
substantial sensitiveness taking into consideratiammous factors
analysed for price sensitivity.

4.1.1.3 Gender based classification of patients’ jwe sensitivity

Below Table 4.3 classifies the aggregate datardoup to
gender wise classification of the sample resporsdent

Table 4.3: Distribution of Sample Respondents on the basis of

gender
GENDER Aggregate| t Test
FACTOR Female| Male Score | (p value)
Detailed price analysis for 4.73 4.67 4.70 357
choosing the hospital service (0.66) | (0.65) (0.66) '
Charged more for the servig 2.52 2.17 2.65 .140

Ca74) | @rn)| (@.76)

Price Sensitivity Rating (401'2;) (401';?) (g'g% .616

. . 451 4.65 4.58
Price Comparison 0.89) | (0.77) (0.83) .091

4.14 4.22 4.18

AGGREGATE (1.09) | (0.97)| (1.03)

921

*Figures in brackets are the standard deviation.

It can be observed from the Table 4.3, that femal
respondents are less price sensitive as comparedndte
respondents with a mean score of 4.14 (82.8%) a2l 84.4%),
respectively. Moreover, price comparison and ratiofg price
sensitivity is highly positive among male resportdeas compared
to female respondents.
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Analyzing the aggregate variation among the redeots
gender wise, using t Test statistically, it does prove significant
difference at 5 % level, with a ‘p value’ more th@r95.0n the
basis of gender classification, it can be concluthed there is no
evidential price sensitivity among the patients.

4.1.1.4 Place of residence based classificationpaitients’ price
sensitivity

In order to understand whether there is any difiee in the
price sensitivity based on place of residencerurl, semi-urban
and urban, the above data has been classifiedeobat$is of place
of residence of the respondents and presente@ ihahle 4.4.

Table 4.4: Distribution of Sample Respondents on the basis of
place of residence

PLACE OF Semi
DENCE | Rural _ Urban Agé]regate ANOYA
FACTOR urban core (p value)
Detailed price
analysis for 4,71 4.72 4.38 4.70 043+
choosing the (0.69) | (0.62) | (0.82) (0.66) :
hospital service
Charged more for 2.52 2.66 3.08 2.65 358
the service (1.79) | (1.74) | (1.79) (1.76) '
Price Sensitivity | 4.76 4.81 4.75 4.80 209
Rating (0.77) | (0.62) | (0.85) (0.67) :
. . 4.62 4.58 4.42 4.58
Price Comparisor] 0.83) | (083) | (0.88) (0.83) 548
4.15 4.19 4.16 4.18
AGGREGATE | 1 69) | (1.03) | (0.74) | (1.03) 998

*Figures in brackets are the standard deviation.
** Significant at 5%level
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It can be noticed from the table that the patiexsiling
hospital services from semi - urban area are palgnmore price
sensitive with a mean score of 4.19 as comparé¢aatoof the rural
and urban areas, having a mean score of 4.15, ahf 4
respectively. Moreover, the factor like detailedcer analysis
shows a higher mean score among the patients’ §&mi - urban
sector as compared to urban sector, with a meae stat.72 and
4.38 respectively.

To analyze the variance between the respondents fr
rural, semi-urban and urban area, One-way ANOV#Asisd, which
proved that there is no significant difference & 3evel of
significance, with a ‘p value’ more than 0.05.Wleein case of
variation regarding the factor, detailed price gsial for choosing
the hospital, it is proved significant at 5% lewdl significance,

with a ‘p value’ more than 0.05.

This further pinpoints that, in case of the clsation place
of residence, patients’ price sensitivity is nadilcke in certain

factor for consideration.

4.1.1.5 Pair wise analysis of patients’ price setisity based on

place of residence

A further analysis of price sensitivity is madeutaderstand
where areas are similar and dissimilar in this eespFor this
purpose, Post Hoc Test is carried out and thetrespresented in
Table 4.5.
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Table 4.5:Post Hoc Test (Tukey HSD)

Mean
Depgndent (I) Residence (J) Residenc{ Difference Std. Sig.
Variable (1-J) Error

Semi Urban -.346 .138| .034*

Urban
Rural -.337 147 .057
Urban .346 138 .034*

Detailed Semi Urban

Rural .009 .072 .992
Urban .337 147 .057

Rural
Semi Urban -.009 .072 .992

*. The mean difference is significant at the 0.€&ll.

In the Table 4.5, Post Hoc comparisons evaluasgsvise
differences among the group means using Tukey H&D dince
equal variances were tenable. Tests revealed isignif pairwise
differences between the mean score for the facttaléd analysis
for choosing a hospital service between the paigotn urban and
semi — urban sector with the ‘p value’ less th@b0Moreover, the
comparison with the same factor for the area batviee rural and
semi — urban is not significantly different as the value’
establishes a more than 0.05 value. This furthestrates that there
is a visible price sensitivity factor wise analygithe categories of

hospitals on the basis of place of residence.

4.1.1.6 Hospital

patients’ price sensitivity

ownership pattern based classifitan of

In order to understand the patients’ availing e&w from

which type of hospital are more price sensitivey thlevant data
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have been classified on the basis of ownershigepatif hospital

and presented in the Table 4.6 below:

Table 4.6:Distribution of Sample means of price sensitioitythe
basis of ownership pattern

OWNERSHIP C . o . o
PATTERN | »2 5.8 13 2 | & g | Se| =2
St 5| 0= 64 e g 3 28 o
2329828 £ 5 = g | Z 2
g el a 9 £ o < < =
FACTOR
Detailed price
analysis for 481 | 480 | 476 | 455 | 475 | 4.70 014
choosing the (0.42) | (0.45)| (0.62)| (0.82) | (0.55)| (0.66) | -
hospital service
Charged more fof 2.77 | 2.40 | 2.77 | 2.85 | 201 | 2.65 006+
the service (2.78) | (1.95)| (1.74)| (2.78) | (2.59) | (1.76) | -
Price Sensitivity | 4.82 | 4.80 | 492 | 474 | 472 | 4.80 185
Rating (0.60) | (0.45) | (0.43)| (0.81) | (0.73)| (0.67) |
Price 473 | 480 | 460 | 439 | 472 | 458 008"
Comparison (0.64) | (0.45)| (0.74)| (1.03) | (0.68) | (0.83) | -
428 | 420 | 426 | 413 | 405 | 4.18
AGGREGATE | 1 61)( (1.20) | (1.00)| (0.87)| (1.36)| (1.03)| 298

*Figures in brackets are the standard deviation.
** Significant at 5%level

Above table displays patients’ price sensitivenessthe
basis of hospital ownership pattern. The patiemtsliag services
from hospitals with an ownership of trust has leastan score of
4.05 as compared to the ownership pattern of Saierietorship
(medical), Sole Proprietorship (Non - Medical), tRarship, and
Company with a mean score of 4.28, 4.20, 4.26 ariB 4
respectively in case of aggregate response.
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For analyzing whether these variations between the
different factors and the ownership pattern is ifiggmt
statistically, One-way ANOVA is used. It furtheroped that the
patients feeling charged more for the service aikegomparison
before attaining the service shows a significaffedénce at 5 %
level, with a ‘p value’ less than 0.05. This funthiustrates that
there is a visible price sensitivity factor wiseabmzing the

categories of hospitals on the basis of ownership.

4.1.1.7 Pair wise analysis of price sensitivity gbatients based

on ownership pattern

It is made to infer further whether the price $visy of
the patients based on ownership pattern are simildissimilar in
the following analysis. For this purpose, Post Hest is carried

out and the result is presented below:
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Table 4.7:Post Hoc (Tukey HSD)

Mean
Dependent ) J) Difference Std. Sig
Variable Ownership Ownership (1-J) Error ‘
Sole Medical -.055 096 .979
Sole Non-
Trust Medical -.047 .298| 1.00¢
Partnership -.011 .09 1.000
Company .203 .088  .143
Sole Non-
Medical .368 .796| .991
Sole Medical| Partnership -.004 240  1.000
Company -.080 224 997
Trust 756 .257| .028*
Sole Medical -.368 796 991
Sole Non- | Partnership -.373 794  .990
Medical Company -.448 789 .98D
Trust .388 799  .989
Charged Sole Medical .005 240 1.000
Sole Non-
. : 373 794|990
Partnership | Medical
Company -.075 218 .99y
Trust 761 251 | .021*
Sole Medical .080@ 224 997
Sole Non-
Company | Medical 448 .789| .98(
Partnership .07% 218 997
Trust .836 .235| .004*
Sole Medical -756| .257| .028*
Sole Non- J
Trust Medical -.388 .799| .989
Partnership -761| .251| .021*
Company -.836| .235| .004*
Sole Non-
Medical -.073 .376| 1.00G
Comparison | Sole Medical Partnership 127 A14 797
Company .337| .106| .014*
Trust .010 121 1.000
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Mean

Dependent () J) , Std. .
Variable Ownership Ownership D|ff((la_r‘]e)nce Error Sig.
Sole Medical .073 376 1.000
Sole Non- | Partnership .20( .37p  .984
Medical | Company 409 373 .808
Trust .082 378 .999
Sole Medical -.127 A14 797
Sole Non-
. -.200 375 .984
Partnership | Medical
Company .209 103 .25P
Trust -.118 119 .859
Sole Medical -337| .106| .014*
Sole Non-
Company | Medical -.409 .373| .808
Partnership -.204 108 .252
Trust -.327 111 .029*
Sole Medical -.010 121 1.0Q0
Sole Non- ~082| .378] .99
Trust Medical ' ' '
Partnership 114 .11p .859
Company 327 111 .029*

Table 4.7 Post

Hoc comparisons evaluates pairwise

differences among the group means using Tukey HSD dince

equal variances were tenable. Tests revealed isignif pairwise

differences between the mean score for the fattarged more for

the service and price comparison between the patiersiting

urban sector with the ‘p value’ less than 0.05nibicant at 5%

level. Moreover, the comparison with the same fafito the area

between the rural and semi — urban is not sigmiflgadifferent as

the ‘p value’ establishes more than 0.05.
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4.1.1.8 Age group wise classification of patients’price

sensitivity

In order to understand age with variation in tlagignts’
price sensitivity, the relevant data has been ifledson the basis
of age of the respondent and presented in the BaBle

Table 4.8:Distribution of Sample Respondents on the basegef
group

GE GROUP | 15t0 | 25t0 | 4510

24 44 64 65 | Aggregate | ANOVA

FACTOR years | years | years above| Score | (pvalue)
Detailed price
analysis for 470 | 473 | 467 | 1.33 4.70 co1

choosing the (0.67) | (0.61) | (0.67) | (0.44) (0.66)
hospital service

Charged more for 2.78 | 2.53 | 2.79 | 2.56 2.65

the service (1.85) | (1.74)| (1.77)| (1.88)| (1.76) 526
Price Sensitivity | 4.78 | 481 | 4.79 | 4.56 4.80 843
Rating (0.64) | (0.62) | (0.69) | (1.33) (0.67) ‘
Price 459 | 462 | 454 | 433 4.58 715
Comparison (0.80) | (0.76) | (0.90) | (1.32) (0.83) '
AGGREGATE 421 | 417 | 4.20 | 3.20 4.18 545

(0.96) | (1.10) | (0.94) | (1.53)| (1.03)

*Figures in brackets are the standard deviation.

Above Table 4.8 reveals patients’ price sensitgsnon the
basis of patients’ age group. The patients’ inabe group 15 to 24
years shows a high mean score of 4.21(84%) as cechpa
patients’ in the age group of 65 and above havingean score of
3.20 (64%). Similarly, the price comparison showhigh mean
score of 4.62 for the age group of 25 to 44 yearsompared to the
least score of 4.33 for the age group above 65year
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Furthermore, an analysis is statistically carred using
One-way ANOVA to verify the variations, which fugh proved
that there is no significant difference between pla¢ients’ ages
groups and the aggregate price sensitivity at 5 exell of
significance, with a ‘p value’ more than 0.05. Tpispoints that
there is no visible price sensitivity categorizihg hospitals on the
basis of age group.

From the forgoing analysis, it can be concluded gatients
are highly price sensitive towards Modern hospsivices. The
aggregate average sensitivity is 83.6%. Most ofpiigents go for
detailed price analysis for choosing the hospjaice sensitivity
rating and price comparison. No marked differereceden in this
respect between gender, place of residence, typéospital,
ownership pattern of hospial and age group.

4.1.2 HOSPITAL MANAGEMENT POINT OF VIEW

In order to have a deeper understanding of theepri
sensitivity in this sector, in addition to the atis’ view, the
hospital management view point were also colleeted analysed.
For the hospital point of view, it is analysed & tbasis of cost
consciousness. Three statements related to thigctaspere
included in the interview schedule and scored Tnpaint scale.

4.1.2.1 Aggregate Cost Consciousness — Hospital Wie

Hospitals selected were inquired about the patiecst
consciousness through an interview schedule asistisd in the
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methodology part and the result is tabulated aedgnted in Table
4.9 given below.

Table 4.9:Aggregate Cost Consciousness of hospitals

Factor Aggregate Score
Consumer Complaint on pricing of services 4.2822.0
Priority for patient’s price sensitivity 6.30 (I)P
Affect due to change in price 5.60 (1.54)
AGGREGATE 5.39 (1.03)

*Figures in brackets are the standard deviation.

It can be noticed from the table that the aggeegaean
score is 5.39 out of 7 as a relative of 77%. Tlhutofs considered
include consumer complaint on pricing of servicdsiclv scores
4.28, priority for patients’ price sensitivity sesr6.3 and the affect
due to change in price stands 5.6 as against anmaxiscore of 7.
This indicates that there is a higher level of coshsciousness

among the hospital management.

4.1.2.2 Hospital type wise classification of hospit management

view about cost consciousness towards hospital sees

The data relating to the cost consciousness t@naodpital
services have been arranged on the basis of hiogmeawise and
presented in the Table 4.10 below.
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Table 4.10: Distribution of Modern Science hospitals on theiba
of type of hospitals

Type
yp General | Multi | Aggregate| t Test
Score -Val
Factors (p-Value)
Consumer Complainton  4.71 4.12 4.28 294
pricing of services (1.94) (2.03) (2.02) '
Priority for patient’s 6.33 6.29 6.30 859
price sensitivity (1.34) (0.96) (2.07) '
Business affecting due tp 5.88 5.50 5.60 308
change in price (1.80) (1.43) (1.54) '
5.64 5.30 5.39
AGGREGATE 0.84) | (1.10) (1.03) .694

*Figures in brackets are the standard deviation.

From the table it can be seen that the aggregate $or all
the three statements put together, the Generalithbghows a
mean score of 5.64 and Multi — specialty hospitéhvk.30 as
against a maximum score of 7. Statement wise meane gor all
the three statement in this respect shows thatrgkehespital has

higher mean score than multi-specialty hospital.

However, the mean difference are not statistically
significant as the ‘p value’ for t Test is highérah 0.05 at 5 %

level.
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4.1.2.3 Bed capacity wise classification of hospitmmanagement

view about cost consciousness of hospital services

In order to understand the management perceptiouta
patients’ cost consciousness among hospital oérdifft bed size,
the aggregate data have been classified on the bBbked size and

presented in Table 4.11.

Table 4.11: Distribution of Modern Science hospitals on theiba
of bed capacity

501
and | Aggregate| ANOVA
above Score (p-value)

BED SIZE | ypto | 101-| 301-
100 | 300 | 500

FACTORS Beds Beds Beds Beds

Consumer

Complaint on 4.78 4.03 | 3.08 | 4.50 4.28 047
pricing of (1.94) | (1.85) | (2.10) | (3.54) (2.02) '
services

Priority for

patient’s price 6.40 647 | 592 | 4.00 6.30 006**
sensitivity (1.19) | (0.57) | (1.12) | (1.41)| (1.07)

Affect due to 5.96 5.50 4.92 3.50 5.60

in pri .029**
change in price| (1.54) | (1.33) | (1.66) | (0.71) (1.54)

571 | 533 | 464 | 400 | 539
AGGREGATE | gay | (1.23) | (1.44) | 0.50)| (1.03) 342

*Figures in brackets are the standard deviation.
**Significant at 5% level.

It can be observed from the table that aggreg&@nnscore
of all the three statements relating to cost canssiess put
together has highest in hospitals with up to 108 bee (5.71)
followed by hospitals with a bed size 101 — 300 beeé (5.33). It
is lowest among the hospitals with 501 and abowkdize (4.00).
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Statement wise also more or less similar pattersesn among
hospitals with different bed size. For all the thretatement the
mean value is higher on hospitals with up to 108 bze and
lowest in hospitals with more than 500 bed sizephtabk

The aggregate mean difference is not statisticadjgificant
as the ‘p value’ of One-way ANOVA for the aboveQi®5 at 5%
level. But, the differences are statistically sfgaint for factor wise
consideration of price sensitivity, as the ‘p valter One-way
ANOVA test is less than 0.05 at 5 % significant devThe
variation factor wise may be due to the fact thadbn®mically
weaker section depends on small hospitals andrbaftesections

depend on large hospitals.

4.1.2.4 Pair wise analysis of cost consciousness lodspital

management based on bed capacity of hospital

Furthermore, it can be analysed that the costoioumsness
of hospital management is made to understand onb#ses of
ownership pattern whether they are similar or difar in this
category. For this purpose, Post Hoc Test is ahroet and the
result is presented below:
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Table 4.12Post Hoc Test (Tukey HSD)

Dependent Mean Std. :
Variable (l) BED (J) BED Difference (I-J) | Error Sig.
101 - 300 744 462| 377
0.100 |301- 530 1.701 617 | .035*
501 an 278 1.416 | .997
above
0- 100 -744 462 | 377
101 - 300301 530 956 651| .460
. >01 an -467 1431 .988
Complaints above
0- 100 -1.701 617 | .035%
301 - 500 181 ] 330 ~.956 651| .460
°01 an 1.423 1488| 775
above
0- 100 -.278 1.416| .997
501 and 757755, 267 1431  .9o8d
above
301 - 500 1.423 1.488 775
101 - 300 -.067 237| 992
0. 100 281 - 530 477 317| .439
an *%
ove 2.400 728 | .008
0- 100 067 237 | 992
101 - 300 281 - 530 544 334| 370
an
. 2.467 735 | .006**
Priority above 006
0-100 477 317 | 439
201 . 500 | 101 330 -544 334| 370
501 an 1.923 765 | 065
above
, | 0-100 -2.400 728 | .008**
501 and 7577305, 2.467 735 | .006**
above
301 - 500 -1.923 765| 065

* The mean difference is significant at 0.05 level.

The Table 4.12 Post Hoc comparisons evaluate [sa&rw
differences among the categories of bed size meares with the
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factors for hospital cost consciousness using TWk8 test since
equal variances were tenable. Test revealed signifipairwise

differences between the mean score of the catexfdned size up
to 100 beds and 301 to 500 beds in case of conscwngplaint on

pricing of services. Similarly, in categories of11® 300 beds and
501 and above beds as the ‘p value’ is less tHam @.proves that
there is a comparable difference.

4.1.2.5 Adoption of cost management practices wise
classification of hospital management view about sb
consciousness of hospital services

In order to understand the hospital managemertepaon
about cost consciousness among hospital basedopti@u of cost
management practices, the aggregate data haveclzssified on
the basis of bed size and presented in Table 4.13.

Table 4.13:Distribution of Modern Science hospitals on theiba
of adoption of cost management practices

Periodicity A -
Practiced | Unpracticed ggregate t Test
Score (p-Value)
Factors
Consumer Complaint 4.25 4.41 4.28 763
on pricing of services| (2.03) (2.00) (2.02) '
Priority for patient’s 6.26 6.47 6.30 466
price sensitivity (1.14) (0.62) (1.07) '
Affect due to change 5.53 5.88 5.60 264
in price (1.63) (0.99) (1.54) '
5.35 5.59 5.39
AGGREGATE (1.02) (1.06) (1.03) 791

*Figures in brackets are the standard deviation.

Above tabulation illustrates that the institutibparception
of hospitals practicing cost management has a rseare of 5.35
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out of 7, which is 76.4 % whereas the hospitals @ not
practising cost management has a slightly higheanmgcore of
5.59 out of 7, that is 79.8%. To analyse this \temmastatistically, t
Test is used which further proves that the vanmtis not
significant with a ‘p value’ 0.05, at 5% level afysificance. The
variation between the two classifications may be ttuthe lack of
vision in the cost management of the institution.

4.1.2.6 Bed Occupancy rates wise classification dfospital

management view about cost consciousness of hospita
services

In order to understand the management perceptionta
hospitals’ cost consciousness among hospital basedbed
occupancy rate, the aggregate data have beenfieldssi the basis
of bed occupancy rate and presented in Table 4.14.

Table 4.14:Distribution of Modern Science hospitals on theiba
of bed occupancy rate

BED
CCUPANCY
RATE 1- 25% - | 50% - | 75% - | Aggregate | ANOVA
25% | 50% | 75% | 100% Score | (p-Value)
FACTORS
Consumer
Complaint 4.36 4.08 4.42 4.24 4.28 945
on pricing of | (1.93) (2.04) | (2.08) (2.17) (2.02) )
services
Priority for
patient’s 6.36 6.38 6.00 6.53 6.30 414
price (0.99) (0.88) | (1.47) (0.62) (1.07) )
sensitivity
g';f:rftg?r? © 604 | 583 | 513 | 529 5.60 152
lang (1.24) | (1.34) | (1.68) | (1.83) (1.54) :
price
5.59 5.43 5.18 5.35 5.39
AGGREGATE (1.07) | (1.20) | (0.79) | (1.15) (1.03) 972

*Figures in brackets are the standard deviation.
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As seen in Table 4.14, the hospitals with bed panay
rate 1% to 25% shows a slightly higher aggregatamseore of
5.59 (79.8%) as compared to the mean score of tatspvith bed
occupancy rate 50.01% to 75% of 5.18 (74%).The atian
between the hospitals classified under differemnt decupancy rate
was further analysed using One-way ANOVA, whichtistizally
proved that there is no significant difference wattp value’ more
than 0.05, at 5% level of significance.

4.1.2.7 Quality Accreditation wise classification o hospital
management view about cost consciousness of hospita
services

In order to understand the management perceptiouta
hospitals’ cost consciousness among hospital basedhospital
Quality Accreditation, the aggregate data have bdassified on

the basis of quality accreditation and presentethinle 4.15.

Table 4.15:Distribution of Modern Science hospitals on thesiba
of hospital quality accreditation

QUALITY
CCREDITED , Non Aggregate| tTEST
Accredited Accredited gSgcogr;e (p-value)
FACTOR
C(_)r!sumer Complaint on 3.80 4.41 4.28 2392
pricing of services (1.88) (2.05) (2.02)
Pr_iority for_ pqtient’s 6.10 6.36 6.30 344
price sensitivity (0.97) (2.09) (2.07)
Af_fect due to change in 4.95 5.79 5.60 031+
price (1.73) (1.43) (1.54) '
4.95 5.52 5.39
AGGREGATE (1.15) (1.00) (1.03) .553

*Figures in brackets are the standard deviation.
**Significant at 5% level.
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Table 4.15 indicates the overall cost consciousmmésthe
hospital management with a mean score of 4.95 se ch quality
accredited hospitals, while mean score of 5.549ble in case of
non-accredited hospitals. The variations betweerilo categories
did not prove significant as statistically, t tgsbved ‘p value’

more than 0.05, at 5% significant level.

4.1.2.8 Region wise classification of hospital magament view

about cost consciousness of hospital services

The aggregate data have been classified on the bés
different regions for a better understanding alitbatmanagement
perception regarding hospitals’ cost consciousaegspresented in
Table 4.16.

Table 4.16: Distribution of Modern Science hospitals on theiba
of region classification

Region
North Central South Aggregate ANOVA
Score (p-Value)

Elements
Consumer
Complaint on 4.89 4.20 3.85 4.28 134
pricing of (1.85) (1.99) (2.11) (2.02) '
services
E;'t?é'rt%;ogrice 607 | 637 | 6.42 6.30 15
sensitivity (1.27) (0.89) (1.03) (1.07)
Affect dl_Je to 5.33 5.43 5.97 5.60 216
change in price | (1.59) (1.63) (1.36) (1.54) '

5.43 5.33 5.41 5.39
AGGREGATE | 60y | (1.09) | 1.37) | (1.03) 993

*Figures in brackets are the standard deviation.
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Table 4.16 discreen that in the region wise d@ssion of
the data, North region has an aggregate mean sfote43 as
compared to the Central and South region whichahaman score
of 5.33 and 5.41, respectively. Furthermore, theatian among
the region were analysed statistically using Ong-WwdNOVA
which proved that the ‘p value’ more than 0.05istpthat there is
no significant difference, at 5% level of signifitze.

4.1.2.9 Years of establishment classification of hpital
management view about cost consciousness of hospita
services

In order to understand the management perceptiouta
hospitals’ cost consciousness among hospital basegears of
establishment, the aggregate data have been ®@dssii the basis
of years of establishment and presented in Tallle 4.

Table 4.17Distribution of Modern Science hospitals on theibas
of years of establishment

vears 1- 263”3 51_yrs 76yrs- | Aggregate| ANOVA
Elements 25yrs 50yrs | 75yrs 100yrs Score (p-Value)
Consumer
Complaint on 416 | 455 | 3.67 3.67 4.28 650
pricing of (1.94) | (2.18) | (2.07) | (0.58) (2.02) '
services
E;'t‘i’e”rtl{,;"grice 6.28 | 629 | 6.67 | 6.00 6.30 614
sensitivity (1.10) | (1.12) | (0.52) | (1.00) (1.07)
Affect due to 5,51 | 5.68 | 5.67 5.67 5.60 966
change in price | (1.72) | (1.42) | (1.03) | (1.53) (1.54) '

532 | 551 | 534 | 511 5.39

AGGREGATE | 1 57)| (0.88)| (1.53)| (1.26) | (1.03) 983

*Figures in brackets are the standard deviation.
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The Table 4.17 shows that the hospitals withinrérege of
26 years to 50 years of establishment has an aafgregean score
of 5.51 as compared to the hospitals with 76 yéars00 years
with a mean score of 5.11. To have a wider knowdedg the
variation among the different categorized hospitdie data was
further analysed statistically using One-way ANOV#hich
proved that there is no significant difference wattp value’ more
than 0.05, at 5% level of significance.

Above analysis concludes that the hospitals’ hlaxger
level of cost consciousness. There lies an aggregatrage cost
consciousness of 77%. Moreover, the hospitals givéigher
priority for patient's price sensitivity, consumepmplaints on
pricing of services and mechanizes over the affaetto change in
price. There is no noticeable difference betweenclassifications
on the basis of type of hospital, hospital bed capaadoption of
cost management practices, bed occupancy rate, ityqual
accreditation, region wise distribution and yedrsstablishment.
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4.2 Part —B: Cost structure analysis of hospital seices

Hospitals and healthcare have become necessitaithgrs
of a family budget. Man has become a carrier @slifle diseases
due to several reasons. The eventual rise in derduarftealthcare
services leads to the mushrooming of hospitalecgfig a high
potential competitive industry. The iron trianglehealth care i.e.

cost, quality and access highly demonstrate itsigeity.

To sustain in this sector, hospitals need to gireser their
pathways towards various services. Rather thanigiray well-
accomplished facilities, figures tagged to the isexw played a
crucial role. Optimum cost of healthcare is oftequaed with
access to the latest facilities and technologysembiat the cutting

edge of hospital care and research.

The researcher here tried to understand the trostwe of
the healthcare sector, to which cost element irtierns outstood.
Elements of cost are classified as per the Costodaing
Standards (CAS - 1) issued by the Institute of @asbuntants of
India, 1959. The cost incurred by the hospitals cneceptualized
on the basis of their nature of expense as matdabbur, and
overhead. The study analyses the cost structutieeofiospitals on
various basis, which includes type, bed size diaasion, adoption
of cost management practice, bed occupancy, quadityeditation,
region wise, and years of establishment to undaistahether

significant variation exist in respect of any okthlassifications
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followed. Each of the parameters analyses the pbeor of

elements of cost structure i.e. Material cost, labcost and
overhead cost. Doctors and other staff cost arsidered as labour
cost. All the indirect expenses form part of thernead cost.

4.2.1 Aggregate Cost Structure

The cost incurred for the hospitals has been idigd on
the basis of elements of the cost. Materials te Hactors are the
consumables used, Labour cost include doctors #mer payroll
staff including paramedical staff and administratigstaff cost.
Overheads involve all other indirect expenses dileetricity, water
and outsourced expenses. The aggregate cost sérugdtiihe 90
hospitals are taken as the sample for the studychwhas been

consolidated in the below Table 4.18.

Table 4.18: Distribution of Modern Science hospitals’ aggregat
cost structure (in percentage)

Elements Aggregate Score

22.20

Material (9.63)

49.70

Labour (12.95)

28.10

Overhead (11.98)

AGGREGATE 100

*Figures in brackets are the standard deviation.
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It is revealed from the table that labour costimes 49.7
per cent of the total cost incurred in the hospii@lowed by the
overhead cost of 28.1 per cent and material co32 & per cent.

Healthcare sector is a labour intensive sector r@ihe
doctors’ cost involve a major share of the laboostc Overhead
expenses form the second major part of the total, c@cent
technological advancement and the technicalitiesived in the
diagnostic services brings this significance. Materost occupies
only third position with less than one fourth oéttotal cost.

4.2.2 Type of Hospital wise classification of costructure

In order to understand whether any variation existhe
cost structure among different types of hospitdf@nala the above
aggregate cost structure data have been classifieithe basis of
type of hospitals and presented in Table 4.19.

Table 4.19: Distribution of Modern Science hospitals’ aggregat
cost structure on the basis of type of hospital (in

percentage)
Type
General Multi Agé]gggr;:te ( t—\zlite)
Elements P
. 2133 | 2252 22.20
Material (10.61) | (9.32) (9.63) -610
4938 | 49.82 49.70
Labour (14.39) | (14.94) (12.95) 887
2929 | 2767 28.10
Overhead (14.03) | (11.23) (11.98) 572
AGGREGATE | 100 100 100

*Figures in brackets are the standard deviation.
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It can be revealed from the above table that ith ibe
general and multi-specialty hospitals labour cegresents half of
the total cost followed by overhead cost and malenst.

The above difference between general and multiajtg
hospital are statistically tested with t Test ahd tesult shows no
difference exist in respect of all the three eletmeof cost in
general and multi-specialty hospital as the ‘p gais more than
0.05, at 5% level of significance.

4.2.3 Hospital bed capacity wise classification @bst structure

As per industry norms bed size is a criteriondetd to
classify hospitals. Hence, bed size of the hosp#ala major share
in the cost formulation. The classification on bsde are: up to
100 beds, 101 — 300 beds, 301 — 500 beds and &l0dvkbeds. To
infer whether there is any change in the cost siracdue to
change in bed size is examined through Table 4.20.

Table 4.20:Distribution of Modern Science hospitals’ aggregat
cost structure on the basis of bed size (in pesgE)t

Bed Si
ed >ize Upto | 101-| 301- ggé Agaregate ANOVA
100 300 500 | ~bove gSgco?e (p-
Beds | Beds | Beds Value)
Elements Beds
Material 21.80 | 21.40 | 24.85 | 26.00 22.27 672
(9.20) | (11.03)| (8.48) | (1.41)| (1.71) '
Labour 51.07 | 48.97 | 46.62 | 50.00 49.74 797
(13.16)| (13.97)| (10.63)| (7.07)| (2.04) '
27.13 | 29.63 | 28.54 | 24.00 27.99
Overhead | 1534y (11.44) (13.21)| (5.66)| @.76) | 728
AGGREGATE 100 100 100 100 100

*Figures in brackets are the standard deviation.
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Table 4.20 illustrates that, in case of the cfasdion under
bed size, up to 100 beds, labour cost stays highiést51.17 per
cent of the total cost. Hospitals with 501 and a&bdeds has
material cost next to the labour cost, around 2&cpat of the total
cost. While other three categories i.e. up to 18Q0sb 101 — 300
beds, 301 — 500 beds, overhead cost stands 27r1&pe 29.63
per cent, 28.54 per cent respectively, which stagst to labour
cost. Overhead cost holds second major portiohetdtal cost due
to the main fact of technological advancement. Nimdifference
exist in the cost structure in hospitals of differéed size. In all
hospitals labour cost constitute almost 50 per «#ntotal cost
followed by overhead cost which account for abobitt@ 30 per
cent of hospital total cost and material cost at&futo 25 per cent

of total cost.

Statically it has been proven that there is naiBaant
difference in the elements of cost under each tmdtksrough One-
way ANOVA indicating a ‘p value’ more than 0.05.

4.2.4 Hospital adoption of cost management practicavise

classification of cost structure

A highly competitive environment in the healthcare
industry especially among the hospitals have inwbkeessentiality
in inducing cost management practices. There waseawhen the
hospitals in its miniature group i.e. at the priwatphase of the
industry were not bound to confine upon cost mamesge. Today,
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the dynamic scenario has overreached a positioa stestainability
can be encroached only through cost managemenrd. adpect is

considered and has been studied by the researcher.

The classification of whether evaluation of casti part of
periodic practice demonstrates a difference instinecture of cost
elements. A description of change in the proportmin cost
elements to the practiced and unpracticed cost gesnent is
measured under this analysis.

Table 4.21:Distribution of Modern Science hospitals’ aggregat

cost structure on the basis of adoption of cost
management practices (in percentage)

Periodicity
Practiced | Unpracticed | A99régate |t Test
Score (p-Value)
Elements
i 22.53 20.76 22.20
Material 9.72) (0.58) e 498
49.92 48.76 49.70
Habour (12.96) (13.23) (12.95) 743
27.55 30.47 28.10
Overhead (1211) | (14e) | (1o | %8
AGGREGATE 100 100 100

*Figures in brackets are the standard deviation.

Table 4.21 discreen that not much difference exist
various elements of cost by the hospital practiciogst
management and that not practicing cost managenhenboth
category hospital labour constitute the most ingart cost
followed by overhead cost and material cost. Inséhdospitals
were cost management is practiced about 50 perafethie total

cost is labour, 27.6 per cent overhead and 22.5c@et material.
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The corresponding figures in hospitals were coshagament is
not practiced are 48.8 per cent, 30.5 per cent2th8 per cent
respectively labour, overhead and material. Adgptn periodic
practice of cost management and its non — adoplb@s not show
variation as the mean difference is also not sieaity significant
with the ‘p value’ above 0.05, at 5% level of sigrance.

4.2.5 Hospital bed occupancy rate wise classificai of cost
structure

Bed occupancy rate is a key performance indicatoch is
used to exhibit the actual utilization of an inipat health
competence for a given period. A bed occupancy ratean
efficiency indicator of the hospital. A classifizat on the basis of
rate of bed occupancy is made to analyze the cigttgre
significance. The various groups include 0 — 25%02% - 50%,
50.01% - 75% and 75.01% - 100% of bed occupancy.

Table 4.22: Distribution of Modern Science hospitals’ aggregate
cost structure on the basis of bed occupancy nate (

percentage)
Bed
Occupanc
pRaté/ 1- 25%- | 50% - | 75% - | Aggregate | ANOVA
25% | 50% | 75% | 100% Score | (p-Value)
Elements
. 19.15 | 21.67 | 26.71 | 19.86 22.20
Material (8.90) | (8.85) | (9.07) | 10.78)| (9.63) 2.154
52.96 | 47.19 | 47.25 | 52.14 49.70
Labour (1356) | (13.46)| (12.26)| 11.72)| (12.95) | 1215
Overhead 27.93 | 31.14 | 26.04 | 28.00 28.10 0.542

(12.43) | (13.85)| (9.64) | (12.69)| (11.98)

AGGREGATE 100 100 100 100 100

*Figures in brackets are the standard deviation.
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Above Table 4.22 discloses that among all levéldex
occupancy, proportion of labour cost takes majoti@o followed
by overhead and material cost. Through the clasgifins, a
comparatively higher labour cost is viewed in thesl lnccupancy
classification of 1-25 per cent and 75-100 per.o&monsiderable
difference in overhead and material cost amongctassifications
can be noticed in the bed occupancy of 25-50 pdr ce

Under the classification of 1-25 per cent, 52 qaant is the
labour cost as compared to the classification ebP5er cent, 50—
75 per cent and 75-100 per cent which has a |latmsirof 47 per
cent, 47 per cent and 52 per cent respectivelyléNthe overhead
cost is 27.9 per cent for the bed occupancy of 1p@5cent as
compared to the 31 per cent of the bed occupaneg@per cent.
The material cost has a similar cost per centemtrerhead cost in
case of bed occupancy rate of 50-75 per cent amthesity of
both the cost have its highest utilization in ttasegory.

Statistically, One-way ANOVA shows no significant
difference in the cost structure of these hospitatgler bed
occupancy rate, justified through ‘p value’ beingrenthan 0.05, at
5% level of significance.

4.2.6 Hospital quality accreditation wise classifiation of cost
structure

Quiality is explained as the essentials for impdogknical
outcome. A quality assurance system is said toongthe hospital
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efficiency thereby the work process and the créitdion capturing
patient’s confidence. The researcher has plottedhdispitals on the
basis of Quality Accreditation. Cost structure hasn evaluated on
this aspect, whether Quality Accredited hospital Alon — Quality
Accredited hospitals have a key difference in thest structure.

Table 4.23:Distribution of Modern Science hospitals’ aggregat
cost structure on the basis of quality accreditat{o

percentage)
Quality
: Non
Accredited
ceredite Accredited | Accredited Aggregate tTest
Score (p-Value)
Elements
. 23.05 21.96 22.20
Material (11.46) (9.13) (9.63) 657
50.25 49.54 49.70
Labour (11.81) (13.33) | (12.95) 831
26.70 28.50 28.10
Overhead (13.56) (11.56) | (11.98) 556
AGGREGATE 100 100 100

*Figures in brackets are the standard deviation.

Cost structure when interpreted under the layd@uality
Accreditation, labour cost is reflected with 506 pent in Quality
Accredited hospitals and 49.5 per cent in Non - rédited
hospitals, as per the indications of the above &4dt22. Overhead
cost and Material cost being 28.5 per cent and 2B cent
respectively in Quality Non — Accredited hospitals.

Quality Accredited hospitals has material costhkigthan
Non — Accredited hospitals, while overhead costigher in Non —
Accredited hospitals and compared to that of Qualitcredited
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hospitals. There is no major variation in both tla¢egories as the
cost allocation and cost bearing needs scientftaration.

Statistically, t Test proved that the difference the
elements of cost is not significant, which has aahie’ more than
0.05.

4.2.7 Region wise classification of cost structure

Kerala has been segregated to three divisioneebdsis of
its historical formation. The state has been digidethree regions
namely; North, Central and South. The sample oh&¢pitals is
categorized region wise and analysis of the elesneftcost is
determined to understand any variation in costcaire exists in
the proportion of each element to the total cogstrotligh this
categorization the researcher analysis the absarpfi cost region
wise.

Table 4.24:Distribution of Modern Science hospitals’ aggregat
cost structure on the basis of region wise assartme
(in percentage)

Region ANOVA
o | cancat | Soun | "R o
Elements value)

24.11 20.73 21.97 22.27

(1017)| (1018) | (8.66) | (1.71) | “*°

Material

Labour 49.19 | 52.00 | 48.03 | 49.74 168
(13.75)| (13.56) | (11.74)| (2.04) | °

26.70 | 27.27 | 30.00 | 27.99
Overhead | 106ay| (11.99) | 13.07)| (1.76) | 216

AGGREGATE 100 100 100 100

*Figures in brackets are the standard deviation.
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As per the Table 4.24, in all three region i.extimocentral
and south labour cost holds major portion of thaltoost. Among
the three regions, Central region has the highkekibour cost as
compared to the other two regions i.e. North andti&dNhile the
North region has the highest of material cost ampared to
Central region and South region. On the other hane, South
region has the highest of overhead cost and leashe North
region. A non- remarkable difference visualized amthe groups

is due to the immediate vicinity adaptation.

Overhead cost holds the next major portion witlp80cent
of the total cost in the south region, whereasniith and central
region holds 26.7 and 27.3 per cent respectivelycdse of the
central region, 20.7 per cent of the total costresponds to
material cost, while the north and south regioneot$ 24.1 and
21.9 per cent respectively.

However, it has been statically proven through @ag
ANOVA that there is no significant difference regiavise with a
‘p value’ more than 0.05, at 5% level of significan

4.2.8 Hospital years of establishment wise classifition of
cost structure

An analysis with arrangement of hospitals as pger t
number of years established is condensed in Tal®® 4o
understand any variations in cost structure basedyears of
establishment. The years have been distributedta®23 years, 26
to 50 years, 51 to 75 years and 76 to 100 years.
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Table 4.25: Distribution of Modern Science hospitals’ aggregat
cost structure on the basis of years of establisttime
(in percentage)

Years

1-25 | 26-50 | 51-75| 76-100 | Aggregate| ANOVA
Yrs. Yrs. Yrs. Yrs. Score (p-Value)

Elements

Material 20.37 | 23.87 | 24.17| 23.33 22.20 0.993
(9.90) | (9.83) | (7.36)| (2.89) (9.63) :

50.60 | 49.66 | 45.00| 46.67 49.70

(12.83)| (14.04)| (7.75)| (1041)| (12.95) | 381

Labour

20.02 | 26.47 | 30.83| 30.00 | 28.10
Overhead | 15g6)| (11.81)| (7.36)| (10.00)| (11.98) | 0439

AGGREGATE 100 100 100 100 100

*Figures in brackets are the standard deviation.

The above tabulation indicates that the classiGoaunder
established years labour cost holds the major pharthe cost
followed by overhead cost and material cost incallegories of
hospitals. The hospitals having established yeatlsirwl to 25
years has the highest of labour cost and thoseitatsswith 51 to
75 years has the least. This may be mainly duees¢eding phase
of the hospital in the first category and entremchbase in the 51
to 75 years and 76 to 100 years of hospital estaiient. On the
other hand, overhead cost is highest in hospitals ¥l to 75 years
as compared to the hospitals with 26 to 50 yeargtwhas the
lowest. Similarly, in case of material cost, hoalsit having
established years within 1 to 25 years has the dowkthese cost

compared to the hospitals with 51 to 75 years ttathe highest.
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The hospitals under the category of 1 to 25 yéas its

major cost in the labour of 50.6 per cent as tocttegories of 26
to 50 years, 51 to 75 years and 76 to 100 yeats 49t7 per cent,
45 per cent and 46.7 per cent respectively . Oftaked cost, 22.2
per cent is owned by the material cost, among tiegories,
hospitals with established years of 51 to 75 yd@as the highest
with 24.2 per cent. The interpretations reflectat thears do not
count any difference in the cost structure.

However, statistically using One-way ANOVA showsit
there is no significant difference in the variasdrased on years of
establishment, with a ‘p value’ more than 0.05.

To recapitulate, material cost has a substangjabte in the
analysis of cost structure of the hospital. Abomalgsis crystalizes
the proportion of material cost to be dealt witheimch aspect of
hospital cost. Whether it be categorization on ltkd occupancy
rate or the hospital quality accreditation thees la significant cost
in the overall service cost of a hospital.

From the foregoing analysis of cost structurés itlear that
labour cost constitute about 50 per cent of totst ©f hospital
services following by overhead cost with around @9 cent of
total cost. Hence, in order to get a detailed wstdeding of the
cost, these two elements have been further analygbdifferent
items of cost constituting labour cost and overhmesd.
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4.3 ANALYSIS OF LABOUR COST IN HEALTHCARE

SERVICES

Productivity of any organization is measured tiglouhe
labour support of the organization. Doctors plakeg role in the
hospital with the assistance of other staffs. Labowost of the
hospital has been grouped as Doctor cost and ctfaéf cost.
Hospital being a labour intensive sector, labowst qdays a key
role. Doctors cost include both salaried and cdastildoctors.
Other staffs include all the payroll staffs othban the doctors.
Table 4.26 shows the analysis of the labour cogherbasis of the
type of hospital.

4.3.1 Type of Hospital wise classification of labau cost
structure

An analysis with arrangement of hospitals as peirttype
is condensed in Table 4.26 to understand any \@mgtin cost
structure based on type of the hospital. The halspihave been
categorized as general and multi-specialty hospital

Table 4.26: Distribution of Modern Science hospitals’ labowrst
structure on the basis of type of hospital (in

percentage)
T t Test
ype General Multi Agdgregate ©s
Elements Score (p-Value)
34.50 31.24 32.87
Doctors (1351) | (9.78) (2.31) 0.092
14.88 18.58 16.73
Other Staff (5.93) (9.41) (2.62) 0.154
AGGREGATE 49.38 49.82 49.60 .987

*Figures in brackets are the standard deviation.
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It can be observed from the table that, of theregmte
labour cost of 49.60 per cent, approximately 33 gert Doctors’
cost and 17 per cent other staff cost. General ithdspshows
Doctors cost higher as compared to that the Mpkieglty
Hospitals. In case of other staff cost, Multi-spdigi Hospitals has
higher percentage of cost as compared to that oEf@éhospitals.
A countable difference in the other staff cost nieydue to the
employee overload in the Multi — specialty hospitaCost of
doctors bore highest due to the fact of heavy payrmstiations.

Further details can be observed from the table.

On the basis of t Test, it has been proven thaettetis no
significant difference in the doctors cost in bdtre types of
hospitals, as the ‘p value’ is more than 0.05 atsigaificant level.

4.3.2 Bed capacity of Hospital wise classificationf labour

cost structure

To have a deeper understanding of the components o
labour cost and the existence of variation basedaspital bed
size, the above data has been classified accoydargl presented
in the Table 4.27.
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Table 4.27: Distribution of Modern Science hospitals’ laboursto
structure on the basis of bed size (in percentage)

Bed Size Upto| 101 —| 301 —| 501 and

ANOVA
100 | 300 | 500 | above Agggg?:te |
Element Beds | Beds | Beds| Beds (p-Value)

32.07
30.13| 27.54| 1750 | 32.87

Doctors (172)'6 ©.17)| (8.92)| (10.61) | (2.31) 0.137
18.00| 17.93| 16.77| 1200 | 16.73

Other staff | 416)| (9.11)| (6.56)| (2.83) | (2.62) 0.364

AGGREGATE | 50.07 | 48.06| 44.31 29.50 49.60 .598

*Figures in brackets are the standard deviation.

It is very clear from the above Table 4.27 tha&t Doctors’
cost has highest portion of total labour cost & thtegory of bed
size up to 100 beds as compared to the other a&egthe least of
which can be observed in 501 and above beds. Arnddference
in the two categories can be sketched becausesdgplication of
volume distribution. Other staff cost evolve itadein the category
of 501 and above beds and its most in the categbop to 100
beds. A discriminant variation in the bed size @sdabour cost

can be expanded on the volume determination.

The doctors cost is 32 per cent when comparedether
staff cost of 18 per cent in case of bed size upO® beds. For the
bed size of 301 to 500 beds, Doctors’ cost is pérscent and other

staff cost stands 16.8 per cent.

However, One-way ANOVA shows that there is no

significant difference in the labour cost elemebetween the
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categorized bed size hospitals, were the ‘p vatugiore than 0.05,

at 5% level of significance.

4.3.3 Adoption of cost management practices of Hosal wise

classification of labour cost structure

The data redirecting to labour cost has been durth
classified into Doctors’ cost and other staff cost the basis of
adoption of cost management practices by hosatadisthe details

are given in the Table 4.28.

Table 4.28: Distribution of Modern Science hospitals’ labourst
structure on the basis of adoption of cost manageme
practices (in percentage)

Period Aggregate| tTest
Practiced | Unpracticed ggreg
Score | (p-Value)
Elements
32.52 30.35 32.87
Doctors (10.95) (10.91) 231) | 0660
17.40 18.41 16.73
Other staff (8.23) (8.60) (2.62) 0.862
AGGREGATE 49.92 48.76 49.60 .958

*Figures in brackets are the standard deviation.

It can be noticed from the table that under theopec cost
evaluation practiced hospitals Doctors’ cost iglgly higher as
compared to the unpracticed. While other staff desnoticed
slightly higher proportion in the periodic evaluati of cost
unpracticed hospitals as to the practiced hospifaisunscientific
evaluation of cost may be the major factor for thaiation in
labour cost.
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The cost for doctors in cost management practicegitals
is 32.5 per cent and those unpracticed hospitaB)i4 per cent.
While the other staff cost tends to be 17.4 and} J&r cent
respectively in cost management practiced and utipea
hospitals.

But, the difference is not statistically signifitaas the ‘p
value’ is more than 0.05, at 5% level of significan

4.3.4 Bed Occupancy Rate of Hospital wise classdion of
labour cost structure

Bed occupancy rate in itself occupies the cosbvexy of
any hospital, the average cost that can be recovireugh the
utilization of bed (inpatients).Here, the analydarifies the labour
cost categorization and the bed occupancy rateéaeship.

Table 4.29: Distribution of Modern Science hospitals’ laboursto
structure on the basis of bed occupancy rate (in

percentage)
Bed
ccupancy
Rate| 0—25 | 25-50 | 50-75 | 75-100 | Aggregate | ANOVA
% % % % Score (p-Value)
Elements
3422 | 29.67 | 27.96 | 29.29 32.87
Doctors (12.59) | (13.15)| 8.78) | (8.29) | (2.31) | %68
18.67 | 17.52 | 15.89 | 19.50 16.73
Other Staff | 992y | (9.63) | (7.10) | (7.67) | (2.62) | 9749
AGGREGATE 52.89 | 47.19| 43.85 48.79 49.60 .962

*Figures in brackets are the standard deviation.
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Table 4.29 discreens the labour cost classifiedeurbed
occupancy rate. The category of bed occupancyofadeto 25 per
cent has the dominant share of doctors’ cost deeaategory of
50 to 75 per cent is considered as the least. Aecdar this
scenario is that the bed occupancy rate of 0 tpe2&cent does not
meet the break even cost for the hospital. Therattedf cost is
least at 50 to 75 per cent and most at 75 to 100ed.

The classification of 0 to 25 per cent stays dpit&ase of
Doctors’ cost with 34.2 per cent as in case ofb03 per cent bed
occupancy rate which is 27.9 per cent. An abbrmnab the other
staff cost particulates 18.6 per cent and 15.8pst for hospitals
under bed occupancy rate of 0 to 25 per cent artd 36 per cent,
respectively. Overall no significant difference sxin the labour
cost elements of hospitals over different bed oaoup rate.

One-way ANOVA correlates this as the ‘p value'niere
than 0.05, at 5% level of significance.

4.3.5 Quality Accreditation of Hospital wise class$ication of
labour cost structure

Labour cost has been further classified on thesbasi
guality accreditation and presented in Table 4.30
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Table 4.30: Distribution of Modern Science hospitals’ labourst
structure on the basis of quality accreditation (in

percentage)
Quality
ccredited : Non Aggregate | tTest
Accredited Accredited Score (p-Value)
Elements
31.75 32.21 32.87 -
Doctors ©74) | (188 | (231 | 9009
18.50 16.73
Other Staff (9.88) 17.33 (8.46) (2.62) 0.854
AGGREGATE 50.25 49.54 49.60 975

*Figures in brackets are the standard deviation.
**Significant at 5% level.

Table 4.30 reveals that, among the 17 Quality édited
hospitals and 73 Non — Accredited hospitals, thetats’ cost is
higher for Quality Non — Accredited hospitals asnpared to that
of Quality Accredited hospitals. Similarly, Qualitgccredited
absorbs a better portion of the other staff costampared to the
Quality Non — Accredited hospitals. This variatioan seemingly
be upheld on the criteria of better scientific noethof cost
allocation. A drastic concentration of cost candbserved in the
doctors’ cost which proves that the standardizadiolabour cost in
all aspect is essential.

The aggregate 32.97 per cent of the total lab@mst ¢s
absorbed by the cost for Doctor. As aggregate,33fpef cent and
32.2 per cent are the doctors’ cost in case of éditgd and Non —
Accredited hospitals, respectively. The other stafft stood 18.5
per cent and 17.3 per cent in case of Quality Adited and Non —
Accredited hospitals, respectively.
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Analytically, it has been proven that there isignigicant
difference between the Quality Accredited hospitatgl Non —
Quality Accredited hospitals in case of Doctorsstcproving a ‘p
value’ less than 0.05. On the other hand, othdf stet does not
show any significant difference with a ‘p value’ rmdhan 0.05, at
5% level of significance.

4.3.6 Region wise classification of labour cost sicture

Region wise description of the labour cost striecanalysis
is depicted in Table 4.31. Comparing the threeamgi it can be
seen that North region has a higher Doctors’ cestanpared to
the other two regions. In case of other staff cQ@antral region
holds the highest of its cost while North regioa teast of the cost.
A major reason in the variation of Doctors’ costamg the regions
proclaims an attitudinal difference in defining@ctbr.

Table 4.31: Distribution of Modern Science hospitals’ laboursto
structure on the basis of region wise classificat{m
percentage)

Region
Aggregate | ANOVA

North Central | South
Score (p-value)

Elements

3452 | 2877 | 3289 | 32.87
Doctors (1153) | (842) | 12.02)| (231 | *2°
Other Staft 1352 | 2323 | 1630 | 1673 | ...,

(6.54) | (10.26)| (5.67) | (2.62)

AGGREGATE 48.04 52.00 | 49.19 49.60 872

*Figures in brackets are the standard deviation.
**Significant at 5% level.
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Labour cost has its major share for the doctorst ab
34.5per cent in the North region of Kerala, whik&per cent is
observed in the Central region and 32.8 per centhen South
region. An average of 16.3 per cent of the labast éorm part of
the other staff cost in the South region, while @dnand North
region carries 23.23 per cent and 13.52 per cepexively.

One-way ANOVA having a ‘p value’ more than 0.05
explains no significant difference among the regiose Doctor’s
cost, on the other hand other staff cost shows gaifgiant
difference with a ‘p value’ less than 0.05. Furtheranalysis to this
significant value is done through Post Hoc test.

4.3.7 Pair wise analysis of labour cost of hospitlbased on
Region classification

It can be analyzed that the price sensitivity isdm
understand whether ownership pattern are simildrdassimilar in
this respondent. For this purpose, Post Hoc Tesarised out and
the result is presented below:

Table 4.32: Post Hoc Test (Tukey HSD)

Mean Std. .
() REGION (J) REGION Difference Error Sig.
(1-9)

North Central -6.33 2.057 .008
South 3.23 2.012 .250

Central North 6.33 2.057 .008
South 9.55 1.956 .000

South North -3.23 2.012 .250
Central -9.55 1.956 .000

* The mean difference is significant at 0.05 level.
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Table 4.32 Post Hoc comparison evaluates pairwise
differences among the group means using Tukey HSD dince
equal variances were tenable. Tests revealed isignif pairwise
differences between the mean score of other staffio the North
and Central region, similarly in Central and Sorgbion as the p
value in both cases is less than 0.05, at 5% lelsignificance.
Moreover, the comparison between the other stast ob North
and South region is not significantly different e ‘p value’

establishes a more than 0.05, at 5% level of saamite.

4.3.8 Years of establishment wise classification &Gibour cost

structure

Substantiating the fact regarding the cost strectbrough

the established years of a hospital can be viewdae Table 4.33.

Table 4.33: Distribution of Modern Science hospitals’ laboursto
structure on the basis of year of establishmene wis
classification (in percentage)

Years
1-25| 26-50 | 51-75 | 76-100| Aggregate | ANOVA

Yrs Yrs Yrs Yrs Score (p-Value)
Elements

Doctors 21.67 | 28.33 | 31.55 | 21.67 | 32.87 0.494
(7.64) | (7.53) | (10.63) | (7.64) | (2.31) :

25.00 | 17.50 | 18.89 | 25.00 | 16.73
Otherstaff | 1399y| (8.22) | (9.51) | (13.23)| (2.62) 0.230

AGGREGATE | 46.67 | 45.83 50.44 46.67 49.60 .980

*Figures in brackets are the standard deviation.
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In all categories of hospitals, except 1 — 25 yetre
doctors’ cost is the major element followed by otk&aff cost.
Further, in case of first category hospitals, ostaff cost is higher
than doctors cost. Further details can be seemanTable 4.33.
Furthermore, statistically One-way ANOVA indicatiest there is
no significant difference between the hospitals hwidifferent
established years and their labour cost with ‘pu@amore than
0.05, at 5% level of significance.

This part of the chapter concludes the classiticaof
aggregate labour cost on various basis, signifihiag) Doctors’ cost
hold a higher proportion of cost as compared thnetogical cost.
It has been fairly proved that 33% of the totalolabcost is shared
by the doctors cost.

4.4 ANALYSIS OF OVERHEAD COST OF HELATHCARE
SERVICES

Another element of cost, which occupies secondtipas
after labour cost is overhead cost. It explainsitiggect expenses
which form part of the overall cost and doesn’tluie direct
material and direct labour. Overhead is further l@&xpd as
technology cost and quality cost. Technology cast the cost
incurred for furnishing the technical services udthg laboratory,
radiology and other medical support services of Hospital.
Quality attainment cost of the hospital is the sechalf of the

overhead cost.
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4.4.1 Type wise classification of Overhead cost stiture in
Modern Science hospitals in Kerala

As explained above, the Overhead cost is furtpét iato
technology cost and Quality cost. This is furthixssified on the
basis of type of hospitals and presented in thdeT4l34.

Table 4.34: Distribution of Modern Science hospitals’ overhead
cost structure on the basis of type wise clasgibca
(in percentage)

Type
. Aggregate t Test
General Multi Score (p-value)
Elements
18.88 17.34 18.11
Technology (12.35) | (8.67) 109y | 059
. 10.42 10.29 10.36
Quality (4.68) (6.31) ©092) | 992
AGGREGATE 29.30 27.63 28.47 .894

*Figures in brackets are the standard deviation.

The category of General hospitals holds technolomgt of
18.9 per cent while the multi hospitals are caraady with 17.3
per cent. It can be observed from the table th#tetotal overhead
cost of 28.47 per cent, 18 per cent is technolaxst and 10.4 per
cent is quality cost. Not much difference existtims respect

between general and multi-specialty hospitals.

Statistically also the minor difference in teclog} cost
and quality cost between general and multi-spegciadtspital are
not statistically significant as the computed ‘pueais higher than

0.05, at 5% significant level.
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442 Bed size classification of Overhead cost sttwre in

Modern Science hospitals in Kerala

In order to examine any variation exist in tecloggl cost
and quality cost in the total overhead cost betwsaspitals with
different bed capacity. The aggregate data has bkssified and
presented in Table 4.35.

Table 4.35: Distribution of Modern Science hospitals’ overhead
cost structure on the basis of bed capacity wise
classification (in percentage)

Bed Size| _ _
pto | 101 301 501and
100 | 300 | 500 | above | A9gregae A'\i/OYA
Elements Beds | Beds | Beds | Beds (p-value)
17.96 | 18.17| 17.15| 12.00 | 18.11
Technology (10.45)| (9.09)| (9.50)| (2.83) | (1.09) | 081
. 9.18 | 11.47| 11.38| 12.00 | 10.36
Quality 4.68) | (6.80)| (7.19)| 2.83) | (0.92) | 0522
AGGREGATE | 27.14 | 20.64] 2853 2400 2847 022

*Figures in brackets are the standard deviation.

The table reveals that not much difference exsthis
respect in hospitals with different bed capacitlesall category of
hospitals technology cost is more than half ofltoterhead cost
except in hospitals with 501 and above bed capatiis may be

due to the volume of bed in such hospitals.

On the basis of One-way ANOVA, it has been protret
there is no significant difference between the gspuas p value
proves more than 0.05, at 5% level of significance.
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4.4.3 Adoption of cost management practices clagstion of
Overhead cost structure in Modern Science hospitals

Kerala

The overhead cost has been analysed on the bésis o
hospital evaluation of cost management practiced.

Table 4.36: Distribution of Modern Science hospitals’ overhead
cost structure on the basis of bed capacity wise
classification (in percentage)

Period ¢ Test
Practiced Unpracticed AgSg regate es
core (p-Value)
Elements
Technology 17.26 (9.84) (2809%(; (1186191) .297
Quality 10.29 (6.00) (15057) (100932‘; 908
AGGREGATE 27.55 30.47 28.47 .828

*Figures in brackets are the standard deviation.

Table 4.36 concludes that, the hospitals practiosith
periodic cost evaluation and unpracticed hospitalBsve a
considerable portion of 18 per cent technology .c¥¥hereas,
practiced hospitals’ technology cost is 17.3 peit @s to the 20 per
cent in case of unpracticed hospitals. A significaariation is not

shown as per the t test with a ‘p value’ more t0&b.
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4.4.4 Bed occupancy rate classification of Overheadost

structure in Modern Science hospitals in Kerala

The overhead cost structure has been classifigdebasis

of bed occupancy rate of the hospitals.

Table 4.37: Distribution of Modern Science hospitals’ overhead
cost structure on the basis of bed occupancy nate (

percentage)
Bed
cupancy | 0-25 25-50 | 50-75 | 75-100| Aggregate | ANOVA
ate % % % % Score (p-value)
Elements
16.59 | 20.95 | 18.00 | 14.86 18.11
Technology | 11 19y| (11.14)| (7.33) | (7.96) | (1.09) 0.421
. 10.85 | 10.19 | 8.75 | 12.64 10.36
Quality (5.46) | (5.85) | (4.19) | (8.62) | (0.92) | %274
AGGREGATE | 27.44 | 31.14| 26.75| 27.5( 28.47 975

*Figures in brackets are the standard deviation.

The efficiency of the hospital is evaluated thiiotige Table
4.37. The hospitals having bed occupancy rate &% 85 50% has
technology cost of 21 per cent and hospitals wed bccupancy
75% to 100% has 15 per cent. The category of 50%b68 bed
occupancy rated hospitals has quality cost of 8r&pnt.

Through One-way ANOVA with ‘p value’ more than 8,0
it's clear that there is no significant differeroetween the groups.
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4.4.5 Quality Accreditation classification of Overlead cost

structure in Modern Science hospitals in Kerala

Below the tabulated presents the overhead casttste on
the basis of quality accreditation of the hospitals
Table 4.38: Distribution of Modern Science hospitals’ overhead

cost structure on the basis of quality accreditatio
classification (in percentage)

Quality
Accredited _ Non Aggregate | tTest
Accredited Accredited Score (p-Value)
Elements
14.65 18.67 18.11
Technology (10.41) (9.37) (1.09) 0171
. 12.05 9.83 10.36
Quality (8.11) (5.00) (0.92) 0.521
AGGREGATE 26.70 28.5 28.47 873

*Figures in brackets are the standard deviation.

The magnitude of differences in Quality Accreditadd
Non — Quality Accredited hospitals is indicatedhe above Table
4.38. Technology cost is 14.7 per cent and 18.7ceet in case of
Quality Accredited and Non — Accredited hospitatspectively.
Quality cost involves 9.8 per cent in case of NonQuality
Accredited hospitals, while Quality Accredited hibals is served
with 12.1 per cent. This distinction is not sigo#nt, proved
statistically through t test ‘p value’ more tha®®. at 5% level of
significance.
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4.4.6 Region wise classification of Overhead codtigcture in

Modern Science hospitals in Kerala

Region wise overhead cost has been categorizeithein
tabulated form.

Table 4.39 Distribution of Modern Science hospitals’ overdea
cost structure on the basis of region wise
classification (in percentage)

Region A t ANOVA
North Central | South ggregate
Score (p-Value)
Elements
2055 | 1630 | 1604 | 1811
Technology (10.87) | @43 | 787 | (.09 | %11°
. 9.45 10.97 | 1067 | 10.36
Quality 494) | (6.95) | 5.65) | (0.92) | 9999
AGGREGATE | 30.00 2727 | 26.71] 2847 951

*Figures in brackets are the standard deviation.

As per the Table 4.39, in each of the region merth,
central and south technology cost absorbs majotiogpoof the
overhead cost with 20.6 per cent, 16.3 per centl&hger cent,
respectively. Quality cost with 9.5 per cent in tieeth region and
11 per cent of the total overhead cost correspdod=ntral and
south region.

Through the statically proven ‘p value’ which isra than
0.05, at 5% level of significance, there is no eléince based on
region wise classification.
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4.4.7 Years of Establishment classification of Ovaead cost
structure in Modern Science hospitals in Kerala
The overhead cost classification i.e., technologgt and
quality cost has been summed up on the basis ofsye&
establishment of the hospitals.

Table 4.40: Distribution of Modern Science hospitals’ overhead
cost structure on the basis of years of establisttime
classification (in percentage)

Years | 1-25| 26-50| 51-75| 76-100 | Aggregate | ANOVA
Elements Yrs. Yrs. Yrs. Yrs. Score (p-value)

Technolo 1802 | 1711 1947 2000 | 1811 | oo,
9 | (10.75)| (9.15) | (5.85) | (10.00)| (1.09) :

| 1123 | 911 | 11.67] 1000 | 1036
Quality 6.26) | (5.85)| (2.58)| (0.00) | (0.92) | 939

AGGREGATE | 29.25 | 26.22| 30.84 30.0( 28.47 .978

*Figures in brackets are the standard deviation.

The above tabulation indicates that the hospitalser the
category of 1 year to 25 years has technology ab&8 per cent.
Of the total overhead cost, 11.2 per cent is owmedhe quality,
cost among the hospitals with 1 to 25 years of béistanent,
whereas with the established years of 26 year®tgears it is 9.1
per cent and for 51 — 75 years it is 11.7 per cent.

Analytically, One-way ANOVA does not prove sige#int
with a ‘p value’ of more than 0.05 at 5% level @frsficance.

This section summarizes the overhead cost steicrthe
basis of various factors of analysis. It furtheoyas that an
aggregate of 18% of the overhead cost is sharetedynology
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cost. One of the significant reason for the higteehnology cost
may be the technological advancement in this sector
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Traditional cost accounting focuses on the cost of
doing something whereas Activity Based Costing
also records the cost of not doing something.

— Peter .F. Drucker

A competition led economy is always vigorous in
renovating its edges for sustainability. Today, fiads lead a
dynamic situation where their visibility is captdrein a
tremendously competitive environment and cost mamant has
become a crucial weapon. Fundamental rethinking for
contemporary measures of performance such as qosijty,
service, and speed is essential. A surgical approaprofitability
and cost management, by understanding which servcomsumers
and channels are truly profitable and which elesemé draining

value from the process has become a necessitdted.ac

The entire gamut of the cost accounting system desn
broadened to equip and assist managers to better the needs of
the consumers and manage the firm’s business Eesdhat are
used to create consumer value. The vital aspeet iseproviding
consumer value for less cost than its competititnss enhancing
the competitiveness and profitability of the firidanagement of

the cost for sustenance in the competitive margea istrategic
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theory of Management. Cost management is the meibiod
planning and controlling of an organization's casanaging
activity in the short and long term. As managersett®p their
strategies, they must address two main challenggwrefitability
in the short term and securing a competitive pamsiin the long

term.
5.1 COST MANAGEMENT

Beginning from the procedure of ascertaining coet
costing into the collection, interpretation andvenetion of cost is
formulated under cost management. In other worals, efficacy is
dealt through cost management. Cost that do novaldg must be
eliminated in order to refine the costing proceduest benefit
analysis is recognized as a well shed managememtitpie, but in
a longer perspective it is unclear that whether sharces may
concentrate loss overtime. Therefore, managemenbsif require
the in-depth vision of effectiveness and efficientyrough
underlined cost control and cost reduction methddansen -
Mowen (2003) has identified the following factors affecting tos

management.

(@) Global Competition-Free market economic po$iciend
improvement in transportation and communicationeys
have led to a global market for manufacturing aexvise

firms. This new competitive environment has incesathe
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(b)

()

(d)

demand not only for more cost information but afeo

more accurate cost information.

Growth of the Service Industry-The service gediad a
meteoric rise in the last decade and a half. Therdiization
and deregulation of many services like Airlines,
Telecommunications and other Utility sectors heasulted

in fierce competition in this segment. The increlse
competition has made managers in this industry more
conscious of the need to have accurate cost intovméor

planning, controlling and decision-making.

Advances in Information Technology-The Inforioat
Technology innovations have revolutionized everyeas of
business management. The Enterprise Resource mpdanni
(ERP) which provides an integrated software systeat
can run all the operations of a company, the abiiila of
Personal Computer (PC), Online Analytic Programs
(OLAP), Decision Support System (DSS) and the
Electronic Data Interchange (EDI) which involvese th
exchange of documents between computers usinghtalep
lines have empowered the cost accountant to becoone
flexible to respond to the managerial need for more

complex product costing.

Total Quality Management-Nonstop improvemend &me

elimination of waste are the two basic criteria of
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(€)

contemporary manufacturing. Product Quality is kbg to
success in today's highly competitive business
environment. Cost management supports the concept o
Total Quality Management by providing crucial infaation
concerning quality related activities and qualitpstc

control.

Time and Efficiency as a Competitive Elemenimd and
Efficiency are two vital components in the phaséshe
value chain. The highly competitive environmentcés
modern day firms to reduce time to market by regesg
products and processes, by eliminating waste and no
value- added activities. Similarly improving effaicy is
also an essential concern. Cost is a critical nreasd
efficiency. For the various efficiency measuresb® of
values, cost must be properly defined, measured and
accurately assigned. All these factors have resuftethe
need to innovate and introduce strategic cost obntr
techniques in order to withstand the prevailing petitive
business environment and enhancing competitiveness.
Bench marking has been evolved as a potent tdm tased

for Strategic Cost Control and to improve and ewban

competitiveness.

The two major concepts that occupy cost managearent

cost control and cost reduction. They correlate nr@nagement

syntax of cost.
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Cost Control: Various concepts of cost complicée problem of
adapting a costing system that provides for adequaintrol.

Control is a tool to measure the effective combamaof the factors
of management. Control has been defined as thénconis process
of conscious directing or influencing of certainusas so that
certain desired effects will result. Cost controvalves budget
deciding targets of different expenses and creaifaesponsibility

centre. It does not only evolve monetary limitsamst but it also
involves optimum utilization of resources or penfiimg the same

job at the same cost, creating no cost beyondtaplar level.

Cost Reduction: According to Brierly et.al (20§73 cost can be a
vague and indeterminate concept, and as a consagjaerariety of
costs can be identified for reduction. Cost cuttiegisions that are
based on a flawed understanding of the situatiom lead to
counterproductive outcomes. Few means that incluadest
reduction are increasing productivity, reducing tage and
improving efficiency. Searching for alternative erals also
drives cost reduction. A constant drive to reduest,c.e. reducing

cost per unit is also a means of strategic codysisa

Various tools that formulate cost management ohelthe

following:

1. Value Analysis — It is an approach that review pinecess
to identify and eliminate the activities that da add value
to the service but incur cost for providing thevess. The
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key focus is the management of functionality tdd/ialue

to consumer.

Value Engineering — An approach that triggers catepl
overhaul of the system, alternate design, altermeatterial,
design verification of strength. In overall a casintrol

mechanism.

Work study — Alongside ergonomics, measuring thekwo
and improving it lead through a whole series ofcecto

improve the efficiency through cost management.

Job evaluation — On the basis of performance ansiite
analysis and assessment of job to determine tlaivel

value within the organization.

Quality control — Continuous improvement efforts emh
properly applied ultimately leads to financial s&as.
Quality is a multi-dimensional attribute, cost- ttya

relationship contributes to a higher clinical outeoratio.

Classification and codification — Classification ihe
grouping of items with similarity. Accurate class#tion of
all items is actually an advantage to any form obtc
analysis and control system. Codification helpseamsy
identification, coding can be done by allotting rerival

codes or alphabetical codes or a combination df.bot
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10.

11.

Standardization and simplification — Standardizati&nd
simplification creates accuracy in coordination and

classification of cost, relatively analyzing thestmcurred.

Inventory Management — Minimizing inventory carnyin
cost and processing cost is a vital step for ssceawl
survival of a business. Stock piling also createsficiency

in cost management.

Benchmarking — Ensures comparability for a besttpe,
in other words to quantify organizational perforroarto
competitors and identify their performance, cosd apply

insight to strengthen competitive responses.

Business process re-engineering — Redevelopingiadss
process with the core objective of improving oufmutality
and reducing cost. To figure out inefficiency atichanate

the line of activities.

Outsourcing: The pattern of business were by a sagm
contracted to a third party for functioning.

5.2 ENIGMA OF HEALTHCARE COMPETITION

Healthcare sector has certainly grown horizontahyd

vertically in India, which has deep-rooted the cetitpn level in

this sector. The most beneficial concept of thisigetitive market

is that, overtime the consumers or the end usersyaich aware

about the facilities that has broaden the spacea ihospital.
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Creating a contrastive review on the charges affifer the
services, bringing the consumers more price seitgitiand

ultimately leading the industry much cost conscious

In length to the intensity of competition that hleeare
industry bears today, the means of surpassinguhgtyjand price
has narrowed. Advancement in technology and thengdmce in
the facilities provided has overruled to a certantent that the
competition persists. The showcasing of high respwemess by the
consumers towards the healthcare services haveerprdiie
significance of cost consciousness among the raspid sustain

the strength of competition.
5.3 COST: AN EVENLY SPREAD

Over the yester years, full absorption costing pyed a
vital role in outlining the hospital cost. Assintitan of cost is
metaphoric to absorption costing method. In otherds, cost of
the hospital is absorbed and proportioned on highliable single
base, known as peanut butter method. The methaprafading
cost based on a broadly defined actively levelptvery precise
method of assigning cost. This method reflectsitlea that the
organization would apply the same tactics to alpeass of a
business cost smoothing. The conventional cost gsmant
practice underwent various flaws which was latgudged by cost
control techniques like standard costing, budget@ogtrol etc.
Affixing of losses and wastages incurred by the vemtional
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model of cost management was later controlled legigtermining
the cost of various process and services i.e. atdndosting and
also inculcating a control system through budgetaoglules. But,
recent trends in the technological and technicaleets of the
healthcare industry has brought forward some pahidisruption
into the costing arena of hospitals. Rather a pacdistortion in
the elements of cost is highly visible through theends. The lack
of accurate, reliable cost data is an enormoustagke long-term
viability of hospitals and health systems. Overheast proved a

substantial increase in the vitals of cost.

Hospital care vary in size, service breadth and/ice
depths. Overall, hospital overhead costs may beethby volume
(number of patient days and number of dischargesapacity
(number of available hospital beds), and complexitymber of
medical services and depth of ancillary servicdsré&fore,
indirect cost showed a versatile difference in ¢bsting structure
of hospitals. Most hospitals don’t even know ifythtee making or

losing money on service lines or episodes of care.

Mere apportionment in the overhead cost did naiver
significant in analyzing the overhead cost, rathetivity wise
analysis proved significant. In other words, analgzactivity wise
costing and allocating cost incurred by each agtiproved
scientific. The emergence of cost of activitiesulggd into the
finding of cost drivers leading to the factors tlbatise a level of

change to the cost in an activity. Overhead costeds were the
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neglected drivers, resulting in an unscientificht@que of costing.
Permanent reduction in cost and improving the cditiyeness and
profitability probed the degree of modern cost nggmaent
techniques.

Competition is highly focused and multiple sergiggay a
significant role, necessitating multiple costing,emioving

undercosting and overcosting.

Over the years of technological and technical adgment,
a substantial change in the cost structure of gadtincare industry
can be observed, restating the various elementsost .i.e.
material, labor and overhead. Drastically, overhleasl turned out
to be a challenging cost in the current scenarimimaue to the
healthcare facilities and technicalities that hawaurished this
industry through the yesteryears. In other worlls, ihdirect cost
has got a compactable shift which has become at poin
examination today. Proportioning and apportioniniy various
indirect costs to the different departments of apital need a
critical valuation for effective cost managementeTrole of
Activity Based Costing arises here, creating thkevence for
analyzing activities that add value to the senaod initiates cost

that need to be highlighted in rendering bettet otanagement.
5.4 GUESSTIMATE: A VALUESS NOTION

Guesstimate valued the cost of services, presititayan

insignificant nurturing of cost. Dumped up with ars
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proportionalities, cost for healthcare service msystematic in its
own way. Costing was least considerate until comipetrouse the
essentiality of cost management in healthcare sefetwthermore,
realization to the fact of technological cost rabBshed overhead

cost mechanism.

The accounting purpose of a cost driveeans the cause
factor changes the nature of costs to be allocailée: basic
purpose of an allocation base (or factor) — coswedr is
complementary to the first inductive effect. In agoting terms,
the activities are consuming resources and adsviire based on
their underlying triggers (e.g., products, serlioes, consumers).
Activity Based Costing helps in getting the vigilyil into the
costs. Identification of overhead or indirect cdsters can be the
impetus for more efficient management of the resesidevoted to

health care.

The rising cost of healthcare is a globally pregsioncern.
This makes detailed attention to the way in whiokting is carried
out of central importance. The reliability problem healthcare
costing is due to the difficulties of calculatingcarate costs in
healthcare. To address these challenges, healthidpre use
different costing methods, leading to costing pcactvariation.
Cost differences between providers arise, then, amdy from
different resource consumption patterns, but alsmmf costing
practices variation .To achieve this, some cousitieeg., Germany,
The Netherlands, and Denmark, have introduced rgdeeel
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costing, following a predominantly bottom-up adiyvbased
costing approach. Other countries, e.g., Englardl legland, are
currently considering a shift away from a predomthatop-down
volume-based costing approach towards bottom-upitgcbased

costing.

In the healthcare system, increasing costs, deiaga
profitability, inadequate access, and poor qualilie, within
organizational operations—the nuts and bolts of ltheare
delivery. The healthcare arena is filled with ogpoities for
significant operational improvements, to incredse eéffectiveness
and efficiency of tomorrow’s healthcare system. ik@c cost
pressure in healthcare, costing practices areaéasing concern.
A key characteristic of costing in healthcare laythe specifics of
the healthcare sector itself. In this sector, kegiglons on the long-
term evolution of services are made by outside igesv
organizations. Growing competition from less costiyd more
convenient alternative delivery modes; increasisg of medical
purchasing power by third-party payers and the rass
community; and increasing regulatory interventionioi hospital
operations by state and local government are areoumgonmental
trends which threaten the continued survival of ynhaspitals as
autonomous institutions. In face of these tendencimany
hospitals are under pressure to become more duseef. In this

situation, attention to the acceptable accountimgl aosting
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systems is paid, in order to improve the efficierafyexisting

operations.
5.5 ACTIVITY BASED COSTING (ABC)

As in the case of manufacturing organizations, ohée
key factors of effective company management igtglof accurate
estimation of the cost of products. Product cost;gn essential
economic tool used to quantify the cost of indiabinterventions
carried out. Most hospitals with costs managemgstems, use the
absorption method. Traditional cost methods haveised
distortions in indirect costs and financial repantgmally do not
provide the managers’ interpretations and actionghfe control of
deviations related to specific problems; also,rthetions are rarely
reflected in accounting reports. The difficulty @rnt in choosing
a proper and accurate product costing method farufaaturing
enterprises has been widely discussed by acaderait$
practitioners. The important limitation of tradii@l (absorption)
costing methods have been also deeply discusset aldth
advantages of other costing technique as Variablgting or
Activity-based costing (ABC). The use of ABC in pdals
generated significant contribution to hospital ngeTaent in
planning and managerial control, as they enablerozgtional
behavioral changes by enhancing the attention fémusctivities

due to volumes.
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Application of the ABC in healthcare institutiomteils a
number of predictable benefits, especially theigtiib quantify the
actual costs of activities, to identify the relasbip between the
costs and means of carrying out these activiteeglentify capacity
influences on the overall costs of the organizateord in the
assessment of legislative issues regarding thebresement of
particular performances to also measure the “@iofity” of
provided operations. It is necessary to view pability in this case
as an identified discrepancy between the amourgiofbursement
for a certain performance and the actual (full)t@ter taking into
account all overhead costs. Despite the fact thatvidy-based
costing technique had been originally developedttieruse in the
manufacturing organizations, use of the technique nion-
manufacturing sectors, such as services or headth€aot unique,
but relative frequent. ABC applications in manufaictg
organizations have remained the focal point of rege for
academics and practitioners during the 1990 sjrbtite middle of
the decade, we can identify the early applicatiohthe technique

in healthcare institutions incurred.

The previous chapter organizes various cost ieduimn a
hospital in a scientific manner. Categorizing oftcon its nature is
the satire objective of this research. Here, thiapter gives an
insights into the cost management practices piliagaiin the
hospital sector and the level of awareness abouwifc Based
Costing technique. The first section of the chapteks into the
level of cost management and cost control amonghtispitals.
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Moreover, various cost control and reduction teghes practiced
among the hospitals has also been analyzed. Codtotoan

important derivative of cost management to sustainthe

competitive scenario. Modern business managemermy must

plan for the future but also must constantly saiaé the results of
operations, so that wherever possible, out of cbsituations can
be attacked and eliminated. Cost reduction alwayeavours to
achieve a real and permanent reduction in costt @ahiction

starts where control ends cost. The philosophy naehcost

reduction is that no item of expenditure is in saohdle level as to
preclude reduction.

56 PARTA- COST MANAGEMENT PRACTICES OF
HEALTHCARE SECTOR IN KERALA

The aggregate cost management practices incluciisg
control and cost reduction level has been analypethfer the
prevailing level of cost management among the Modgcience
hospitals in Kerala. The relevant data collectemnfrthe selected
Modern science hospitals have been presented iie bah

Table 5.1: Aggregate level of Cost Management

FACTORS AGGREGATE SCORE
Level of Cost planning 57.39 (23.48)
Level of Cost control 79.71 (20.34)
Level of Cost reduction 19.17 (13.74)
AGGREGATE 52.09 (30.62)

*Figures in brackets are the standard deviation.
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Above Table 5.1 explains the level of cost manag@m
practices occupied by the Modern Science hospitalgures
represent an aggregate mean score of 52 per centodst
management being followed by the hospitals. Whilst ceduction
has a mean score of 19 per cent as compared temusdl which
has a mean score of 80 per cent. It further expldimat cost
management is followed alongside cost control lmst ceduction

measures needs drastic initiations.

5.6.1 Hospital type wise classification of level ofcost

management practiced by the hospitals

In order to understand the level of cost managémen
practiced among hospitals and the cost control eetliction
techniques aggregate data have been classifieleobatsis of type

of hospital and presented in Table 5.2.

Table 5.2: Analysis of hospitals’ level of cost managementhen
basis of type wise classification

Factor e General Mult Agsgég?: te (pt-\-I/-SIite)
Cost planning (2314712) (gig% (g;ig) 071
Cost control (izgg) (Zigi) (;8;411) .006**
Cost reduction égzg) &gf’é) (%2%471) .863
AGGREGATE (gg;gi) (ggjgg) (?,Sj‘é% 791

*Figures in brackets are the standard deviation.
**Significant at 5% level.
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Table 5.2 draws that General hospitals hold meaoee of
58 per cent as compared to Multi-specialty hospitgith a mean
score of 50 per cent in case of level of cost mament practiced.
Moreover, better cost control measures are follolwgdGeneral
hospitals as compared to Multi — specialty hospitaith a mean

score of 89 per cent and 76 per cent, respectively.

Further analysis is done to prove whether theiratians
between the types of hospitals show significanfedghce. It is
statistically proven using t Test that the levelcokt management
variations does not show a significant differentes% level of
significance, with a ‘p value’ more than 0.05.Howevin the case
of cost control techniques significant variationgsts between

General and Multi-specialty hospitals.

5.6.2 Hospital Quality Accreditation wise classifiation of

level of cost management practiced by the hospitals

For an in-depth conception the level of cost mansnt
practiced among hospitals have been further andlgiassifying
the aggregate data on the basis of quality acatemfit of hospitals
and presented in Table 5.3.
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Table 5.3: Analysis of hospitals’ level of cost managementhen

basis of Quality Accreditation.

Quality
ccredited t Test
Accredited Non Aggregate
Accredited Score (p-Value)
Factor

. 59.17 50.28 57.39

Cost planning (22.20) 2757) | (23.48) 152
81.00 79.39 79.71

Cost control (20.78) (20.37) (20.34) 766
. 20.00 18.96 19.17

Cost reduction (12.25) (14.17) (13.74) 775
53.39 49.54 52.09

AGGREGATE (30.91) (30.22) (30.62) 885

*Figures in brackets are the standard deviation.

Table 5.3 reveals that, among the 17 hospitalsliQua
Accredited hospitals and 73 hospitals Quality Norceredited
hospitals, the level of cost management is higler Quality
Accredited hospitals as to that of Quality Non -credited
hospitals with a mean score of 53 per cent as coedp@a that of
Quality Non — Accredited hospitals with a mean scof 50 per
cent. This variation may be seemingly be upheldhancriteria of

better scientific method of cost method.

Analytically, it has been proven statistically ngpit Test
that there is no significant difference between tQeality
Accredited hospitals and Non — Quality Accrediteaspitals in
case of the variances between the two classifitapooving a ‘p

value’ more than 0.05, at 5% significant level.
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5.6.3 Region wise classification of level of costamagement

practiced by the hospitals

Aggregate data have been classified region wissnatyse

the level of cost management practiced among thpitats.

Table 5.4: Analysis of hospitals’ level of cost managementhen
basis of region wise classification

Regi ANOVA
egion North Central South Aggregate
Factor Score (p-Value)
Cost planning 57.00 58.71 56.47 57.39 926

(25.25) | (21.33) | (24.64) | (23.48)

82.32 83.87 74.00 79.71

(16.71) | (16.85) | (24.49) (20.34) A11

Cost control

. 1080 | 2065 | 1735 | 19.17
Costreduction | g0y | (12.76) | (18.27) | (13.74) -611

53.04 | 5441 | 4927 | 5209
AGGREGATE | 31 44y | (31.83) | (29.00) | (30.62) 978

*Figures in brackets are the standard deviation.

As per the Table 5.4, level of cost managementrgnibe
hospitals has a higher mean score in the cengalnmeas compared
to north and south regions. Among the three regiGestral region
has the highest level of cost management practiadd a mean
score of 54 per cent as compared to north regioh B8 per cent

and south region with the least mean score of 4¢¢d.

It has been statically proven through One-way AMCWat
there is no significant difference region wise wattp value’ more

than 0.05, at 5% level of significance.
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5.6.4 Bed size wise classification of level of casanagement

practiced by the hospitals

The aggregate data have been classified on the dfalsed
capacity to analyse the level of cost managemeatdtiped among
the hospitals.

Table 5.5: Analysis of hospitals’ level of cost managementhen
basis of bed size wise classification

Bed Size _ _ | 501
Upto o1 301 and | Aggregate | ANOVA
109 300 °00 above Score [
Factor Beds Beds | Beds Beds (p-value)
. 59.56 | 60.67 | 48.85 | 15.00 57.39
Cost planning .024**

(21.45) | (24.02) | (24.08)| (7.07) | (23.48)

83.49 | 76.23 | 79.23 | 50.00 79.71
Cost control .079
(18.60) | (21.65)| (20.71)| (9.90) (20.34)

. 18.89 20.83 | 17.69 | 10.00 19.17
Cost reduction .689
(13.14) | (13.27)| (17.87)| (0.00) (13.74)

AGGREGATE 53.98 | 52.57 | 48.59 | 25.00 52.09 coc
(32.66) | (28.57)| (30.77)| (21.79)| (30.62) '

*Figures in brackets are the standard deviation.
**Significant at 5% level.

From the table it can be noticed that the aggesgabst
management practiced is highest in the case dbUd®0 bedded
hospitals (54%) and lowest (25%) among 501 beds abale
bedded hospitals. Similarly, in case of cost redacthospitals
having bed size of 501 and above has the least soema of 10 per

cent as compared to that of hospitals with bed sfz£01 to 300
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beds. The interpretations reflects that volume atigmts or

economies of scale count difference in cost managém

Statistically, using One-way ANOVA it has been y@&D
that there significant difference in the variatidvased on level of

management and bed size of hospitals, with a ‘pevdkess than

0.05.

Table 5.6:Post Hoc Test (Tukey HSD)

Mean
Dependent|  , gery | (5yBED | Difference | S | sig.
Variable (-) Error
101 - 300 1111 5.331] .997
0- 100 3;)011- sodo 10.709 7.121] .44
an .
o 44556 | 16.343 | .038
0 - 100 1.111 5.331| .097
101- | 301-500 11.821 7509  .399
300 501 and
45667 | 16516 | .034*
Planning above 6 6.516 3
0 - 100 -10.709 7.121| .440Q
301- | 101-300| -11.821 7509  .399
500
S0land | 4546 | 17.178] 207
above
co1 ang |0~ 100 44556 | 16.343 | .038*
and ™101-300 | -45.667 | 16.516 | .034*
above
301-500 | -33.846 | 17.178  .207

*. The mean difference is significant at the 0.€&ll.

In the Table 5.6, Post Hoc comparisons evaluateswisa

differences among the group means using Tukey HSD dince

equal variances were tenable. Tests revealed isignif pairwise

differences between the mean score in case of tatspvith bed
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size upto 100 beds and 501 beds and above wittp tvedue’ less
than 0.05. Moreover, the comparison in the casiafto 300 beds
and 501 beds and above shows significance witlafpev less than

0.05, at 5 % level of significance.

5.6.5 Hospital Bed occupancy rate wise classificati of level

of cost management practiced by the hospitals

The below aggregate data has been classifiedeobasis of
bed occupancy rate to analyse the level of costagement

practiced among the hospitals.

Table 5.7: Analysis of hospitals’ level of cost managementhen
basis of bed occupancy rate wise classification

ed Occupancy

Rate 1- 25% - 50% - 75% - | Aggregate | ANOVA
25% 50% 75% 100% Score (p-Value)
Factor

53.00 56.88 64.17 55.00 57.39

Costplanning | 5 g8y | (24.40) | (19.87) | (22.91) | (23.48) | 387

Cost control | 7598 | 7921 | 8579 | 77.35 79.71 361
(27.25) | (19.33) | (12.73) | (18.28) | (20.34) -

Cost reduction | 2100 | 1583 | 2083 | 1882 19.17 £ag
(2057)| (7.47) | (1357)| (6.74) | (13.74) '

49.99 | 50.64 | 56.93 | 50.39 52.09
AGGREGATE | 57 60)| (32.15) | (33.08) | (29.54) | (30.62) 831

*Figures in brackets are the standard deviation.

It is very clear from the above Table 5.7 that dlggregate
level of cost management practiced has a higheanrmseore for
the hospitals with bed occupancy rate of 50% to &% 57 per
cent as compared to hospitals with bed occupaneyat1% to
25% with a mean score of 50 per cent. Cost comedsure carries
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highest mean score of 86 per cent for the hospitate bed
occupancy rate of 50% to 75% as compared to hdspiisgh bed
occupancy rate of 1% to 25% having least mean sobi& per
cent.

The variation among the hospitals have been staliy
analyzed using One-way ANOVA which proves that ¢hexr no
significant difference between the categorized be@ hospitals,
with the ‘p value’ more than 0.05, at 5% levebkajnificance.

5.6.6 Hospital years of establishment wise classifition of
level of cost management practiced by the hospitals

For a better understanding, the aggregate data haen
classified on the basis of years of establishmzanhtlyse the level
of cost management practiced among the hospitals.

Table 5.8: Analysis of hospitals’ level of cost managementhen
basis of years of establishment

Years
1-25| 26-50 | 51-75 | 76-100| Aggregate | ANOVA

yrs yrs yrs yrs Score -value
Factor e )

58.49 55.39 55.00 | 71.67 57.39

24.97)| (22.40) | (19.75)| (27.54)| (23.48) -680

Cost planning

Cost control | /744 80.45 85.83 | 90.67 79.71 580
(23.54) | (18.14) | (9.17) | (8.08) (20.34) :

Cost reduction| 2163 16.45 19.17 | 18.33 19.17 417
(18.12) | (7.25) (6.65) | (12.58)| (13.74) .

4139 | 5076 | 5333 | 6022 | 52.09
AGGREGATE | 35 66)| (32.25) | (33.36)| (37.50)| (30.62) 986

*Figures in brackets are the standard deviation.
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Through the years of establishment, whether afigrdnce

in the level of cost management is observed urigel able 5.8.

The above table discreens that the hospitals egthblished
years of 76 years to 100 years have the highesh meare of 60
per cent compared to hospitals with 1 year to 2&rydaving the

lowest mean score of 42 per cent.

A higher level of cost reduction is visible amotige
hospitals with 1 year to 25 years of establishmeith a mean
score of 22 per cent as compared to that of hdspitish 26 years
to 50 years of establishment having a mean scot& per cent.

For analysing whether there is any significantiataon
statistically, One-way ANOVA is used which provdtt there is
no significant difference between the years of @siament and
the level of cost management practiced, with adlu® more than

0.05, at 5% level of significance.

5.6.7 Hospital adoption of periodic cost management
practiced wise classification of level of cost magament

practiced by the hospitals

For an in-depth understanding of the level of cost
management practiced among the hospitals, the gajgredata
have been classified on the basis of adoption ef omnagement

practiced.
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Table 5.9: Analysis of hospitals’ level of cost managementhen
basis of adoption of periodic cost management

Periodicity { Test
Practiced | Unpracticed Agé](r:i?:te (p-Value)
Factor P

. 58.77 51.47 57.39

Costplanning | 55 57) | (26.97) (23.48) 251
82.00 69.88 79.71

Cost control (16.91) (29.81) (20.34) 123
. 19.38 18.24 19.17

Cost reduction (13.89) (13.46) (13.74) .758
46.53 41.79 52.09

AGGREGATE | o617) | (34.73) (30.62) 787

*Figures in brackets are the standard deviation.

Table 5.9 describes that hospitals practicinggaci cost
management has an aggregate mean score of 47rpeascthat of
unpracticed hospitals having a mean score of 42 quat.
Moreover, cost reduction involve a mean score opé&® cent for
hospitals adopting cost management practices asothaospitals
not adopting cost management practices having a s&@e of 18
per cent.

The variation among the hospitals were furthetistieally
analysed using t Test which proved that there issigmificant
difference between the adoption of cost managerpeatdtices at

5% level of significance, with a p value more ti@ad5.
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This section of the chapter concludes that thepitels
carry cost management practices of around 52%, ifgilgn
aggregate cost planning of 57 per cent, cost cbnmteasures of 80
per cent and cost reduction of around 19 per ¢emthermore, it is
clearly visible that there is no marked differennethis respect
between type of hospital, bed capacity of the Hagpguality
accreditation, bed occupancy ratio, adoption oft cnanagement
practices, region wise classification and yearssthblishment.

5.7 Cost management practiced based on various ctifscation

Cost management has been explained for the stadieo
basis of four factors namely, cost relevance, qdshning, cost
critical and cost appropriation methods. Table 5Hrihgs a
detailed description of the classification of casnagement
criteria and their statistical significance. Theikaof classifications
are type of hospital, quality accreditation of thespital, region
classification, bed size, bed occupancy rate andrsyeof

establishment.
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Table 5.10: Analysis of Cost Management on the basis of various
classification

Cost
COST Cost Cost Cost Appropriation Aggregate
MGT Relevance Planning Critical Score
Method
o8 | 567 | 5| 508 | o|39% | 5|38 | 5|46 |
c © 2 rel D S
38 | (1.13) S04 Sl Zla | B8 | ¥
= 5.47 3| 4.08 2| 329 B | 376 S| 415 | B
E] — i — — —
= (143) | = | (168) | = | (161) | = | (151) | = | (0.94) | =
285|560 | 5| 430 | 5| 305 | |35 | o| 44| o
5 87% | (110 g (1.84) g (1.19) g (1.85) 3 (1.05) gv
c 8o | 550 | B 436 | F| 400 | B3| B 429 | 3
2503 [ [ [ [ [
3 (114) | = | (162) | = | (156) | = | (145) | = | (0.87) | =
£ 5.26 411 3.22 3.96 414
o
f (1.10) = (1.40) 3 (1.28) 2 (1.29) S (0.84) 5
E 557 | S | 427 | S| 330 | S| 407 | S| 430 | S
S < < < < <
S |08 § (1.74) § (1.51) § (1.48) § (0.94) §
£ 570 | < | 461 | T | 382 | T | 33 | T | 437 | =
S | (1.36) (1.80) (2.19) (1.54) (1.02)
88 | 556 473 362 3.87 445
B o | (118) (1.67) (1.96) (1.44) (0.88)
lg | 557 | &30 | = [330 | g|30 | g| 47| g
2 8| S|06n| S| | S| (50| S| (103 | S
< < < <
tg | 589 | S| 4m | || |4 | F| 440 | 3
S8 (18| 2|48 | ZT || Z|sn| Z |09 | Z
eo | 300 3.00 2.00 3.50 2.88
2% | (0.00) (0.00) (0.00) (0.71) (0.63)
s Eek| 380 5.48 412 332 418
m§ == (171) (1.26) (1.69) (1.95) (0.93)
o — — — — —
8 363 | 2|55 | g |45 | & 37 | @AY | 2
Q| 050 | S8 | S || S|0s | S| | S
< < < < < <
5 392 | Z | 550 | | 4m4 | || | 442 | 3
S 128) | Z|(18)| Z |67 | ZT|(178)| Z | (080) | =
L | 376 553 4.12 3.00 410
RS | (139 (0.80) (1.58) (1.00) (1.06)
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Cost

CMOGSTT Cost Cos't 993t Appropriation Agg;i?:te

Relevance Planning Critical Method
“Sg 3.95 5.56 4.58 3.74 4.46
8o | (1) (1.16) (1.71) (1.88) (0.82)
o
LT 3.53 g 542 :‘T, 413 ’Fj 3.08 g 4.04 ﬁ
& |03 Bl | e | 5l0e| F|am| §
1© 431 | < | 550 | < |33 | <| 300 | <400 | <
5 |aan| Slaes| S oy | Sla| 2am| 2
© : = : Z : = : = : =
S | 367 6.33 5.67 533 5.25
o | (o (156) (2.31) (2.89) (1.13)
AGGREGATE | 992 4.34 3.47 3.78 4.28
SCORE 1 (1.12) (1.66) (1.74) (1.47) (0.90)

Above table explores that the aggregate scorectmt
relevance is 5.52 out of 7, in case of cost plagtins 4.34 out of
7, for cost critical the mean score is 3.47 out7ofand cost
appropriation methods involve 3.78 out of 7. Thgragate score
showed 4.28 out of 7 which interprets that thenstearound 61%
level of cost control among the hospitals.

Furthermore, the classification on the basis gfetyof
hospital shows that cost planning scored 5.08 e aa general
hospital and 4.08 in case of multi-specialty hadpit The
difference when statistically tested using t testvpd significant,
with ‘p value’ less than 0.05, at 5% level of sigrance.

Similarly, under the classification of bed capgcit can be
noted that cost relevance in case of hospitals beth capacity O to
100 is 5.56, for 101 to 300 beds 5.57. for hospitath 301 to 500
beds is 5.69 and for hospitals with bed size al&®@is 3.00, the
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differences were further proved significant usingne@Qvay
ANOVA, with ‘p value’ less than 0.05, at 5% levdlsgnificance.

This part of the study further analyses the piagicost
management practices followed by the hospitals utno the
following criteria:

Cost Reduction Cost Control

> Bulk Purchase Value Engineering

> Alternative Material Benchmarking

> Alternative Labour Responsibility Centre
> Value Analysis Outsourcing

5.7.1 Analysis of Cost control techniqgues among thiglodern

Science hospitals in Kerala

An analysis into the technique of cost control éndoeen
further analysed and tabulated in the Table 5.1fioda factors
that form part of cost control mechanism has beesgnted, the

data was collected in 7 point scale.

Table 5.11: Analysis of hospitals’ cost control techniques

COST CONTROL Aggregate Score
FACTOR
Value Engineering 5.43 (1.85)
Benchmarking 3.73 (1.88)
Responsibility Centre 6.62 (0.49)
Outsourcing 451 (1.76)
AGGREGATE 5.07 (1.24)

*Figures in brackets are the standard deviation.

243



As above Table 5.11 discreens the various teclesidoat
are involved in the cost control mechanism followadong the

hospitals with an aggregate mean score of 5.07 )\ t2fof 7.

5.7.2 Analysis of Cost control techniques based ovarious

classifications

Cost management dimensions include cost contmblcast
reduction which has also been analysed for theystMalue
Engineering. Responsibility centre, benchmarking antsourcing
have been analysed as the techniques for the oosibt Below
Table 5.12 describes the classification of costrobreriteria and
their statistical significance. The basis of clasations are type of
hospital, quality accreditation of the hospitalyioa classification,

bed size, bed occupancy rate and years of estatsish

Table 5.12: Analysis of Cost control on the basis of various
classification

Cost Value Responsibility . . AGGREGATE
. . Benchmarking Outsourcing

Control Engineering Centre SCORE
2® | 492 | 5|65 | 5|53 | 5| 350 | 5| 507 | &
o o
=& | (159) g (0.51) g (1.88) g (2.20) g 12 | &
= 4.36 B | 665 B | 547 2| 383 B | 508 2
= — [ [ — —
= (181) | = | (048) | =~ | (185) | = | (184) | = | (125 | =
= 8 —
z s 515 9 6.55 2 6.00 § 3.50 g 5.30 z
38 (1.53) S (0.51) S (1.56) 2 (1.91) 2 (133) | 2
c8 | 433 | | 664 | | 527 | B30 | B 50| B
2509 — — = — ]
g (179) | = | (048) | = | (190) | = | (189) | = | (125 | =
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Cost Value Responsibility Benchmarkin Outsourcin AGGREGATE
Control Engineering Centre g g SCORE
s 517 6.47 5.67 423 5.39
o - —_— —_— —_— —
f (1.60) § (0.51) g (2.07) g (1.52) g (0.94) g
g 511 | S| 674 | S| 55 | S| 38 | S| 532 | =
S < < < < <
3 (112) | £ | (049) § (1.48) § (1.68) § (1.19) §
= 342 | Z | 667 | T | 512 | T | 318 | T | 460 | <
3 (1.84) (0.48) (1.92) (2.21) (1.63)
N8 | 4m 6.62 5.76 3.56 517
B |06 ]| 5| 049 (1.67) (1.94) (1.32)
«© — — — —
lg | 47 S 657 | @ | 507 | §| 40 | S50 | B
2T %) | |05 | S|y | |08 | S| 04| S
= <C <C <C <<
o | 408 | T 677 | Z | 492 | Z| 354 | Z| 48 | 3
o3 = = = =
S (1.80) 044 | Z (6| Z| (8| Z| 4| %
2o | 450 6.50 7.00 5.00 575
2% | 07 (0.71) (0.00) (1.41) (1.19)
R 6.52 5.16 372 4.97
P 83 S| (200 (0.51) (1.89) (2.05) (1.19)
o —_ —_ —_ —_ —_
3 433 | | 65 | 5% | |38 | §| 57 | 2
Q|88 | S5 | S |(18) | S| (18) | S| (2| S
o < < < < <
RS 458 § 6.83 § 5.29 § 3.79 § 512 §
5 (156) | Z | (038) | Z|(188) | Z | (193) | Z | (129 | =
L | 4T 6.59 5.35 347 5.03
RS | (1.65) (0.51) (.77) (1.74) (1.30)
S o | 448 6.52 5.16 372 497
3 o | (200 (0.51) (1.89) (2.05) (1.19)
= 433 | S| 654 | & | 592 | T 387 | §| 57| T
g |08 | S|Es)| S| | S| | S| (2| S
<C <C <C <C <<
12 458 | Z | 68 | Z| 529 | Z| 379 | Z| 512 | 3
5 (156) | Z|(038) | Z|(18) | Z|(19) | Z| (129 | %
8 471 6.59 535 347 5.03
© (1.65) (0.51) (1.77) (1.74) (1.30)
acorecate | 4.51 6.62 5.43 3.73 5.07
SCORE | (1.76) (0.49) (1.85) (1.89) (1.24)
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Cost control has been pointed out on the basisoof
criteria. Under the classification region wise disition of the cost
control criteria value engineering, the mean sdorenorth region
is 5.17, central 5.12 and south region is 3.42. difierence in
variation is statistically analysed using One-wal@VA, which
proved that there is significant difference withvalue’ less than
0.05, at 5% level of significance.

The aggregate mean score for value engineeringj5%
(64.43%), responsibility centre is 6.62 (94.57%¢nthmarking
5.43 (77.57%) and outsourcing is 3.73 (53.29%). abggregate
score showed 5.07 out of 7 (72.43%) which integteat there
exist higher level of cost control among the hadpit

5.7.3 Analysis of Cost reduction techniques amonghé
Modern Science hospitals in Kerala

An in depth analysis of cost reduction technigi@ge been
analysed and presented in the Table 5.13. Varactsifs that form
part of cost reduction mechanism has been have tabehated, 7
point scale has been utilized for collecting theada

Table 5.13: Analysis of hospitals’ cost reduction techniques

COST REDUCTION
EACTOR AGGREGATE SCORE
Value Analysis 1.68 (1.51)
Bulk Purchase 5.51 (1.46)
Alternative Labour 4.21 (2.14)
Alternative Material 5.31 (1.40)
AGGREGATE 4.18 (1.76)
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Table 5.13 shows the aggregate cost reduction reeane
of 4.18 (60%) out of 7, tabulating various techmigjuof cost

reduction.

This section integrates the cost management obakis of
cost control and cost reduction aspects. Variousofa of cost
reduction technigue and cost control technique Heeen
interpreted. Further reveals that there is 72% coshbtrol
mechanism being followed and 60% cost reduction haeism
being followed by the hospitals of the study.

5.7.4 Analysis of Cost reduction techniques basead wvarious

classifications

Cost reduction is a tool to measure the effective
combination of the factors of management. Contnadgy be used
to measure time, quality and cost. Cost reductosrttfe study has
been explained on the basis of six factors naniaiter cost, cost
record, value analysis, alternate material, alterfegbour and bulk
purchase. Table 5.14 brings a detailed descriptain the
classification of cost management criteria and rtregatistical
significance. The basis of classifications are tygfehospital,
guality accreditation of the hospital, region clsation, bed size,

bed occupancy rate and years of establishment.
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Table 5.14: Analysis of Cost reduction techniques on the bafsisrious classification

Cost

Better

Alternate

Reduction Cost Cost Record Value Analysis Material Bulk Purchase Alternate Labour Aggregate Score
g2 _ | 608 L | 57 g | 200 & | 563 § | 588 I | 383 S 4.86
=3 (0.78) S [ (140 S | (199 S L0125 s (1.3 s |18 = (1.62) 3 ,°§
= 5.62 B | 544 B 1.58 B | 512 3 | 544 3 | 435 3 4.59 Cs
= (1.29) = | (1.55) = (1.33) = | (1.38) =] (1.48) =212 = (1.54)
%g 5 5.45 & | 575 ?g 1.60 :5: 5.05 g 5.25 g 4.85 3 4.66 _
SS8 | (147 2 | (121 S | (123 S | (143) s (074 S [ (190 S (1.53) %2
S g < | 583 7 | 544 B 1.71 3 | 531 % | 564 % | 403 B 4.66 Ce
Z2= | (110 = | (1.59) = (1.59) =] (1.34) = | (1.36) = (218) = (1.58)
£ 578 | 6.00 — 1.63 | 515 | 526 —~ | 456 — 4.73 -
2 (1.05) g | (1.07) 8 (1.45) S | (091) § | (1.46) S (169 S (1.60) 3
£_ 5.70 S | 583 s | 133 S | 523 S | 503 s | 507 S 470 =
8 (1.18) < | (1.08) < (1.16) < | (136) < | (159) < (208 < (1.68) s
= o [e) o o [e) e) o
£ 5.76 Z | 4®& = 2.06 Z | 53 Z | 827 = | 315 = 4.57 Z
3 (1.32) (1.90) < | @78 (1.66) (1.01) < | @1 < (1.63)
s g 1g | 591 5.76 1.78 5.31 5.64 4.04 4.74
QB 2= | (102) S ) | (8 (4 | (140 @ . (1.60) _
lg |55 8 | 530 g | 137 S (517 & |55 | |45 | 456 5
e® (1.25) S | (1.37) S | (0.93) S | (142) S | (157) S | (215) =3 (1.61) s
) < < < < < < <<
<3 6.08 S | 515 2 1.92 S | 5 S | 53 S | 877 2 4.58 2
8> (1.12) e | (157) = (1.50) z | (.17 = | (15) z [@17) Z (1.50) =
2s 5.50 < 300 3.00 5.50 6.00 6.50 4.92
g° (2.12) (0.00) (2.83) (0.71) (0.00) (0.71) (1.53)
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Cost

Better

Alternate

Reduction Cost Cost Record Value Analysis Material Bulk Purchase Alternate Labour Aggregate Score
S =
g 80 &| 572 5.20 1.92 5.00 5.88 3.80 4.90
D38 L (128) (1.89) (1.80) (1.58) (1.45) (2.40) (1.39)
S 3 ) & = = = > S
° $ 2 © 3 g 3 2
Lo 575 S | 546 s | 1715 S | 567 S | 575 S | 408 = 4.74 s
& (1.39) < | (147) < | (157) < | (1.34) < | (1.26) < |4 < (1.60) <
o 5.79 2 | 57 > 150 S | 52 S | 538 S | 42 2 463 2
B R (1.02) < | (123 < | (129 < | (1.22) < | (1.35) < | (184) < (1.64) <
S 5.71 5.76 153 512 5.06 5.00 4.70
02 (1.05) (1.30) (1.33) (1.17) (1.78) (1.62) (1.59)
2 &Q | 563 5.63 2.02 5.21 6.02 4.40
$°2 |a2| _ |aea| _ |aey | _ |as| a2 _ |ew| [
bg |59 B |5 Do) 134 | 8|53 | Q|42 & |40 | 8 4.45 S
& (1.09) S | (149) s | (102 S | (121 S | (155) S | @2 s (1.63) s
2 6.33 %‘ 5.67 %‘ 167 %‘ 5.50 %‘ 5.83 < | 450 Z>‘) 4.92 ‘3‘
5 (0.52) S | 082 S | (163 S | (164) S (099 S | (259 S (1.70) 2
< < < < = < <
.l 567 6.33 1.33 433 6.33 333 4.55
S 2.31) (1.16) (0.58) 2.31) (1.16) (2.31) (1.98)
AGGREGATE 5.74 5.51 1.69 5.26 556 4.21 4.66
SCORE (1.19) (1.51) (1.51) (1.35) (1.45) (2.14) (1.56)
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Above table explores that the aggregate scorbdtier cost
is 5.74 out of 7, in case of cost record is 5.51 aju7, for value
analysis the mean score is 1.69 out of 7, altermateerial involve
5.26 out of 7, bulk purchase is 5.56 out of 7 ater@ate labour is
4.21.The aggregate score showed 4.66 out of 7 winignprets
that there exist around 67% level of cost controloag the

hospitals.

The classification on the basis of type of hosgitews that
the value analysis scored 2.00 in case of Genespital and 1.58
in case of Multi-specialty hospitals. The differenowhen
statistically tested using t test proved significavith ‘p value’ less
than 0.05, at 5% level of significance. Under thessification of
bed occupancy rate, it can be noted that the fdmitik purchase
shows a mean score of 5.88 for hospitals with wedipancy 0% to
25% and 5.06 for the hospitals with bed occuparatg 75% to
100%. To further analyse the variation. The diffses were
statistically tested using One-way ANOVA, which da®ot prove
significant as the ‘p value’ is more than 0.05,586 level of

significance.
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5.8 PART B — AWARENESS LEVEL OF ACTIVITY
BASED COSTING

This part of the chapter, analyses the awarermsd bf
Activity Based Costing technique among Modern Sogen

hospitals.
5.8.1 Cost Driver identification in the hospital setor

In this section, cost drivers are examined withiew to
pinpoint the most severe pressures by health cateGost driver
measures the frequency and the intensity of demamdthe
activities by cost objects. It is used for assignactivity cost to

cost objects consuming the activity.

Costing of services through identified basic smsithat
fulfill healthcare in the hospitals namely, conatitin services,
laboratory services, radiology services and opamattheatre
services also form part of the study. Basicallye thervices
identified may be classified as medical servicesl anedical
support services. Consultation service and Operaltieatre service
include medical services. Laboratory services aadiofogy

services form part of medical support services.

Table 5.15 illustrates the cost drivers for thenified
medical and medical support services.
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Table 5.15: Cost drivers of various Medical and Medical support

[S

services
Servi
Sl. VIC?S / Cost Driver 1 Cost Driver 2
No. | Cost Driver
1. Consultation Time Number of patien
2. Laboratory Time Reagent Cost
3. Radiology Number of Number of Films
Exposure
4, Operation Anesthesia duration '\'“mbef of
Theatre Surgeries

The table shows two cost drivers for each of thevises

that are mentioned according to their intensitgast analysis.

Consultation Service cost

Consultation services draws time as its major eldnfor

cost analysis. The time utilized by the physiciandtagnose the

patient has been entitled as an element of cogerdfime spend

for each patient results as a factor for cost ofsattation service.

To trigger an accuracy in cost statement for theice time is a

well-established cost driver. Another cost driver €onsultation

service is volume, i.e. the number of patientsres among its cost

driver. The number of patients both Out Patient anéPatient is

included as a cost driver to analyze the causesiffor the service.

Interpreting economies of scale, volume plays al vible in cost

reduction.

252



Laboratory Service cost

Laboratory services cost are underlined by theetim
consumed to perform the test. For each type of tekether
biochemistry, hematology, clinical pathology or eth the cost
incurred in the different phases, from the phlebotgphase to the
reporting stage, time involves as a major factordost. Reagent
cost also enhances as a cost driver for labgraservices.
Moreover, reagent cost summarizes the basic faftoost for any
peculiar test.

Radiology Service cost

Radiology services cost are drawn by the number of
exposures conducted. Different extremities imageutph x-ray are
dealt as the cost driver for analyzing the costtlier X-ray service.
The number of films utilized for examining the deevalso form

part as a cost driver for the service.
Operation Theatre Service cost

Operation theatre service cost is drawn by the taken for
the surgery, in other words, the anesthesia durgilays a vital
role in surfacing the cost of a surgery. Variousdas of charge are
summed up the duration of the surgery. Number ofesies also

coincide the operation theatre service cost.
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5.8.2 Awareness, Interest and Implementation of Aotity

Basted Costing

ABC is a closed loop model, a continuous process f
setting a plan to actual performance with new imsigfor
betterment. The strength of the model is that me®lboth sides i.e.
resources planning and control. The rationale wkWBC is that
the attention can be focused on the value-additigitees while

non- value adding activities can be eliminatechm future.

The researcher here examines the awareness Idvel o
hospitals about the costing technique - Activitys8& Costing.
Sustenance for the hospitals through the existingrthzoat
competition is possible only through a better managnt module.
Cost reduction and control are recognized as a&meateasure of
financial viability. The study explores the ActiiBased Costing
technique’s awareness, interest, implementatiosl land activity
analysis among the 90 hospitals selected as thelsafor the
study. A structured interview schedule of 7 poioalse has been
utilized for collecting the data. To get much aatarinformation
from the respondent and understanding the inforshamigher
knowledge capacity in this field, a 7 point scades lheen made into

use.

A process that improves techniques to evaluatetit@me
i.e. cost and quality can be summed as ABC. Whdtteemdustry
is aware of this costing technique is evaluatedhia part of the
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study. Interest in the following Activity Based Giog is also
explored to understand the existence of ABC amargpitals in
Kerala. Are the hospitals willing to implement suhechnique or
whether they are able to initiate this costing teghe in their
system of management is also explained in this gfathe study.
Does activity analysis form part of their managetnpractices

have also been assessed by the researcher.

The direct labourers in organizations are the eggas who
perform the frontline, repeated work that is clégesthe products
and consumers. However, numerous other employdesdo¢he
frontline also do recurring work on a daily or whekasis. Many
ABC practitioners wish the word allocation neveriséad. It
implies inequity to many people based on past abuisetheir
organization’s accounting practices. The word atmn
effectively means “misallocation” because thatgsally the result.
ABC technique do not allocate expenses; insteamk tead assign
them based on cause-and-effect relationships. ABénds to the
overhead, the understanding and visibility of spegdthat is
already applied to the recurring labourers. ABC tiaan become
an organization-wide technique of understanding kwactivity
costs as well as the standard costs of output. drganization
already has substantial visibility of its recurringsts, but it does
not have any insights into its overhead or whataigsing the level

of spending of its overhead.
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Activity analysis to be competitive, a firm musisass each
of the activities based on its need by the produatonsumer, its
efficiency, and its value content. A firm perforras activity for

one of the following reasons:

> It is required to meet the specifications of thedurct or

service or satisfy consumer demand.
> It is required to sustain the organization
> It is deemed beneficial to the firm.

5.8.2.1 AGGREGATE AWARENESS LEVEL OF ACTIVITY
BASED COSTING

Healthcare being under the service sector is Igreat
influenced by the need of labour cost. A drastiange can be felt
in the labour cost over the years of explorationthins area.
Technically, healthcare sector has grown tremergoasd a
relative overhead cost has become a borne in thitors
Unscientific management of overhead cost has peteetinto the
profits of healthcare sector. Cost management basrbe vital to
sustain this competition. Appropriation of overheambting other
words, a technique for rearranging overhead cosssential. ABC

has therefore become essentially evident.

A total sum of the factors leading to awarenessualéBC
and hospital sample of 90 has been analyzed inptit of the
study.
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Table 5.16: Aggregate awareness level of Modern Science
hospital in Kerala

Factor Aggregate Score
Awareness 4.84 (1.58)
Interest 3.72 (1.74)
Implementation 1.06 (0.23)
Activity Analysis 0.38 (0.09)

AGGREGATE 2.50 (2.12)

*Figures in the brackets are standard deviation

Table 5.16 explains the aggregate score of theitadis
awareness, interest, and implementation level oCABchnique.
Aggregate hospitals’ aggregate score about ABCniqake is 2.50
out of 7 i.e. 35.71 per cent, while their awarersessed 4.84 out of
7 i.e. 69.14 per cent followed by their interestvaods the ABC
technique scored 3.72 out of 7 ie. 53.14 per céltte
implementation phase showed a mean score of 1.06fauwhich
represents 15.14 per cent. Whether activity amalysi being
practiced in these hospitals showed a score of 0B8of 7,
resulting in 0.05 per cent.

This explains the awareness level of the hospislsan
average while their interest regarding this techaighows poor
performance, similarly their implementation leved too low.
Activity analysis shows low traces, as a reflectidriesser interest
and implementation capacity. Furthermore, it cageobed that the
awareness of ABC technique carry lesser signifieanchospital
costing.

257



5.8.2.2 Hospital type wise classification of the ggegate

awareness level of Activity Based Costing

Data relating to awareness, interest and impleatient is
classified on the basis of type of hospitals ares@nted in Table
5.17.

Table 5.17: Analysis of hospitals’ awareness level of ABC
technique on the basis of type of hospital

Type
t Test
General Multi Aggregate ©s
Score (p-Value)
Factor
5.13 4,74 4.84
Awareness (1.68) (1.54) (1.58) 0.312
3.58 3.77 3.72
Interest (1.89) (1.69) (1.74) 0.650
. 1.04 1.06 1.06
Implementation (0.20) (0.24) (0.23) 0.732
Activity analysis (822) (832) (8‘38) 0.110
2.58 2.44 2.50
AGGREGATE (2.15) (2.17) (2.12) .926

*Figures in the brackets are standard deviation

The table elaborates that general hospitals hawegtzer
awareness level with a mean score of 2.58 outasd Zompared to
multi- specialty hospital with a mean score of 2ot of 7. With
regard to the interest towards this costing teamiga similar
preference is ascertained between the two groupsidi@ mean
score of 3.58 and 3.77 for general and multi-spigciaospitals,
respectively.
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The main cause for the least interest in ABC teglermay
be due to its least awareness and the complicationsts

implementation.

For ascertaining whither their variation is subhsitd, using
t test it has been statistically proved that thigecknces are not
significant as the ‘p value’ is more than 0.05,586 level of
significance.

5.8.2.3 Hospital bed size wise classification of éhaggregate

awareness level of Activity Based Costing

Below sketches awareness level of hospital witam to
ABC technique under bed size classification of Itatp

Table 5.18: Analysis of hospitals’ awareness level of ABC
technique on the basis of bed size of hospital

Bed Size| UP [ ang | 501
ed Size to 101 - 301 and | Aggregate| ANOVA
300 | 500
100 Beds | Beds above| Score | (p-Value)
Factor Beds Beds
489 | 493 | 462 | 4.00 4.84
Awareness | ; 2oy (1.57)| (112)| (1.41) | (L58) 0.81
376 | 3.73 | 369 | 3.00 3.72
Interest 1.75)| @76)| 1.84)| (1.41) | (1.74) 0.95
1107 | 100 | 1.00 | 200 1.06 N
Implementation , ,c) | 0.00) | (0.00)| (0.00) | (0.23) 0.00
Activity 044 | 017 | 1.00 | 0.20 0.38 051
Analysis (1.34) | (0.51) | (0.00) | (0.10) (0.09) '
254 | 246 | 258 | 2.30 2 50
AGGREGATE | ) 13)| (2.24)| (1.86)| (1.62) | (2.12) 997

*Figures in the brackets are standard deviation
**Significant at 5% level.
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Table 5.18 discreen with the bed classification tloé
hospitals its preference towards ABC. Through théssification,
the category of 301 to 500 beds have a higher reeare of 2.58
out of 7, 36.86 per cent as compared to the cayegb601 and
above beds having a mean score of 2.30 out ofrésepting 32.86
per cent being the least. Regarding interest tosvABIC, category
of up to 100 beds have the highest mean scorer6faéd the least

for the category of 501 and above beds with a nseare of 3.

For a better understanding of the variances irsiflaation,
One-way ANOVA is used which statistically provedthhere is
significant difference between the different categp of bed size
alongside the implementation phase of ABC, asphealue’ is less
than 0.05, at 5% level of significance. A furtheralysis to this

variance is done by using Post Hoc test.
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Table 5.19Post Hoc Test (Tukey HSD)

Mean
Dependent | \ypery | (3)BED | Difference | S | sig.
Variable (I-J) Error
101 - 300 067 043| .403
- [=
0- 100 301 - 500 067 057| 641
501 and -.933 130 | .000*
above
0 - 100 -.067 043 | .402
101 - 300 | 301-500 .000 060| 1.000
501 and -1.000 132 | .000*
above
Implementation 0 - 100 -.067 057| 645
201500 | 101 -300 .000 060| 1.000
501 and -1.000 137 | .000*
above
0 - 100 933 130 | .000*
501and | 101 -300 1.000 132 | .000*
above 301 - 500 1.000 137 | .000*

* The mean difference is significant at 0.05 level.

The Table 5.19 Post Hoc comparisons evaluate [sa&rw
differences among the categories of bed size meares with the
implementation phase of ABC using Tukey HSD testasiequal
variances were tenable. Test revealed significaairwse
differences between the mean score of the categfdogd size up
to 100 beds and 501 and above beds in case of rmeplation
preference of ABC. Similarly, in categories of 101300 beds and
501 and above beds as the p value is less thani0@oves that
there is a comparable difference. Moreover, the $ize category
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of 301 to 500 and 501 and above bed size catedsoyshows a
significant difference as the ‘p value’ establistzetess than 0.05
value.

5.8.2.4 Hospital periodic cost evaluation wise cladication of

the aggregate awareness level of Activity Based Qg

Periodic cost evaluation intensifies the concewn d¢ost
management in a hospital. Assessment of cost ogriadic basis
enhances better cost management. Whether cost akaged
periodically by the hospitals and whether any vama in the
proportion of awareness of ABC among these hospitalsed
above said is analyzed in Table 5.20.

Table 5.20: Analysis of hospitals’ awareness level of ABC
technique on the basis of periodic cost evaluabbn

hospital
Cerodely Practiced | Unpracticed Agsgj(r;?:te (;:-\;ra(elzl)

Factor

Awareness (‘11;3) (igg) (igg) 0.537
Interest (i;i) &Zé) (31);21) 0.966
Implementation (cl)gg) ((1)22) (égg) 0.949
Activity Analysis (828) (832) (838) 0.755

AGGREGATE é:ég) (ﬁg) é:ig) 948

*Figures in the brackets are standard deviation
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Above Table illustrates the awareness level ofivitgt
Based Costing among the hospitals which are nattiging
periodic cost evaluation has a higher mean scoezeaess level as
compared to the hospitals practicing periodic esstiuation with a
mean score of 5.06 and 4.79, respectively. Withangego the
interest towards this costing technique, a sinplaference is felt
between the two groups with mean scores 3.73 aid Br
periodic cost evaluation practicing and non — peaw hospitals
respectively. Furthermore, in case of implementapbase also a
similar preference which proves very poor can bgcad in the
table, pertaining mean score of 1.05 for periodistaevaluation
practicing hospitals and 1.06 for periodic costlea@on non —
practicing hospitals. Use of activity analysis alsttares a poor

preference among the categories of hospital.

When statistically analyzing the variations betwethe
categories, t Test proved that there is no sigificdifference
between the two categories of hospitals and tivesreness level of
ABC technique as the ‘p value’ proves more tharb 0ad 5% level

of significance.

5.8.2.5 Hospital periodic cost evaluation wise cladication of

the aggregate awareness level of Activity Based Qg

Bed occupancy rate indicates how the available bed

capacity has been utilized. A value equal to 1008tld be ideal.
A value less than 100% shows the unutilized capauid a value
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more than 100% show overcrowding. The data relatngBC is
classified on the basis of bed occupancy and preden the table
below.

Table 5.21: Analysis of hospitals’ awareness level of ABC
technique on the basis of periodic cost evaluabbn

hospital
Occupanc
one| 1- | 2550 | 50-75 | 75-100 | Aggregate| ANOVA
25% % % % Score (p-Value)
Factor
544 | 5.43 | 4.07 | 4.36 4.84
Awareness 0.001**
(1.22) | (1.36) | (1.68) | (1.60) | (1.58)
400 | 4.14 | 3.43 | 3.14 3.72
Interest 0.234
(1.57) | (1.49) | (1.93) | (1.88) | (1.74)
. 1.04 | 1.05 | 1.07 | 1.07 1.06
Impl tat 0.943
MPIEmEntaion | 0.19) | (0.22) | (0.26) | (0.27)| (0.23)
- .| 048 | 029 | 0.21 | 1.00 0.38
Activity Analysis (0.40) | (0.31) | (0.83) | (0.00) (0.09) 0.592
274 | 273 | 220 | 2.39 2.50
AGGREGATE | 2.37) | (2.45) | (1.85) (1.65) | (2.12) 978

*Figures in the brackets are standard deviation
**Significant at 5% level.

It can be observed from the Table 5.21 that, halspi
having bed occupancy rate 1% to 25% and 25.01%%b ghows a
higher aggregate awareness level with a mean sfo?e74 and
2.73, respectively as compared to the hospital$ wite bed
occupancy rate 50.01% to 75% and 75.01% to 100%x@avean
score of 2.20 and 2.39, respectively. A similar fgmence is
observed among all the categories of hospitalsitied under bed

occupancy rate in case of implementation phasehasiging a
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very poor preference. Activity analysis is carr@d mainly by the

hospitals under the bed occupancy rate category%efto 25%

show a very low mean score of 0.48 and its leasthbycategory

with bed occupancy rate 50.01% to 75% having meare).21.

Statistically, the difference in the awarenessua®C and

the categorization of bed occupancy rate of hakstsignificant

as the ‘p values’ proves less than 0.05, at 5 %aifsignt level

using One-way ANOVA. To further analyze this vadan Post

Hoc test has been used.

Table 5.22Post Hoc test (Tukey HSD)

Factor o () J) Mean Difference| Std. Sig.
ccupancy | Occupancy (1-9) Error

25.01-50 .016 427 1.00

1-25 50.01 - 75 1.373 .395 .004*
75.01 - 100 1.087 .483 .118
1-25 -.016 427 1.000

25.01 - 50 50.01 - 75 1.357 423 .010*
75.01 - 100 1.071 .506 .156
Awareness

1-25 -1.373 .395 .004*

50.01 - 75 25.01-50 -1.357 423 .010*
75.01 - 100 -.286 .480 .938

1-25 -1.087 483 118§
75.01-100| 25.01-50 -1.071 .506 .156

50.01 - 75 .286 .480 .933

*Significant at 5% level.
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Table 5.22 reflects Post Hoc comparisons evaluated
pairwise i.e. the differences among the categafdmed occupancy
rate with the awareness of ABC technique using Yuk8D test. It
is revealed that the significant pairwise differengetween the
mean score of the category of bed occupancy rat¢o126% and
50.01% to 75% shows a significant difference prgvip value’
less than 0.05. Similarly, in categories of 25.018650% and
50.01% to 75% as the ‘p value’ is less than 0.0%roves that

there is a comparable difference.

5.8.2.6 Hospital quality accreditation wise classdation of the

aggregate awareness level of Activity Based Costing

Quality perhaps tame to be an integral part for the
conclusion of any clinical outcome. Hospitals witluality
accreditation inputs qualified staff, better clalicoutcome and
quality enhanced for the facilities provided. Beldvable 5.20
classifies the sample of hospitals into qualityradited and those

hospitals quality non — accredited.
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Table 5.23: Analysis of hospitals’ awareness level of ABC
technique on the basis of periodic quality
accreditation of hospital

Quality
edited | Accredited Non Aggregate |t Test
Accredited Score (p-Value)
Factor
4.65 4.90 4.84
Awareness (1.31) (1.65) (1.58) 0.535
3.30 3.84 3.72
Interest (1.72) (1.73) (1.74) 0.219
: 1.10 1.04 1.06
Implementation (0.31) (0.20) (0.23) 0.331
Activity 0.38 0.36 0.38 0.018**
Analysis (0.20) (0.23) (0.09) '
2.36 2.53 2.50
AGGREGATE (1.97) (2.18) (2.12) .908

*Figures in the brackets are standard deviation
**Significant at 5% level.

As per the table, the awareness level of hospaalger
classification shows that both the groups haveralai mean score
of 4.65 and 4.90 for quality accredited and noruality accredited
hospitals. This proves that both the groups shareaweerage
awareness of the costing technique. With regardhé& use of
activity analysis shares a poor preference amonth kbe
classification of hospital with a mean score of80&hd 0.36 for
Quality Accredited and Quality non — Accredited itas,
respectively.

Statistically, t Test proves to be significantlyffetent
between the classifications of the hospitals anelr tlactivity
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analysis, proving ‘p value’ less than 0.05, at S5%vel of
significance. Whereas, for the other factors, ngnificant
difference is proved between Quality Accredited @uality Non —
Accredited hospitals.

5.8.2.7 Hospital region wise classification of theaggregate

awareness level of Activity Based Costing

This part of the study examines region wise cfesdion of
Kerala alongside the awareness level of ABC in eagion. The
state Kerala has been categorized as three regsenper its
formation wisely, North, Central and South.

Table 5.24: Analysis of hospitals’ awareness level of ABC
technique on the basis of region classification of

hospital
Region
’ North | Central | South Aggregate|  ANOVA
Score | (p-Value)
Factor
591 | 430 | 415 | 484 N
Awareness | 116y | (1.69) | (1.20)| (1.58) | °O-00
436 | 443 | 215 | 372 .
Interest 1.30) | (1.74) | (L10)| (174) | 900
. 1.06 1.03 1.07 1.06
Implementation 0.24) | (0.18) | (0.28) (0.23) 0.79
Activity 0.58 0.43 0.27 0.38 0.14
Analysis (1.60) | (0.33)9 | (0.19) | (0.09) :
2.98 2.55 1.91 2.50
AGGREGATE | 5 5g) | (2.11) | (1.68) | (2.12) 785

*Figures in the brackets are standard deviation
**Significant at 5% level.
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Above Table 5.24 illustrates through region wise
classification, North region has a higher aggregatareness level
of 2.98 as compared to Central and South regiombaa mean
score of 2.55 and 1.91, respectively. In case @finterest towards
this costing technique, a similar preference can observed
between the North and Central region having a hmighean score
of 4.36 and 4.43, respectively. In case of impletaon phase also
a similar preference is illustrated which provesyvpoor among
the regions.

ANOVA proves statistically that there is a sigo#nt
difference between the classified regions and temreness level
and interest towards ABC, proving ‘p value’ les@H).at 5% level
of significance. A further analysis is done witle tieelp of Post Hoc
test to ensure its variance. While implementatibage and activity
analysis shows no significant difference betweegiore wise
classifications, statistically proven through ‘plue more than
0.05, at 5% level of significance. A further an&y® understand
the variation is done using Post Hoc test.

Table 5.25P0ost Hoc test (Tukey HSD)

Mean
Depgndent (I). (J). Difference Std. Sig.
Variable Region| Region (1-J) Error
Central 1.609 .345 | .000*
North
South 1.761 .355 | .000*
Awareness | Central North -1.609 .345 | .000*
South 152 .362 .908
South North -1.761 .355 | .000*
Central -.152 .362 .908
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Mean
Depgndent (I). (J). Difference Std. Sig.
Variable Region| Region (-) Error

Central -.070 .355 .979

North
South 2.215 .365 | .000*
North .070 355 .979

Interest Central

South 2.285 373 | .000*
North -2.215 .365 | .000*

South
Central -2.285 .373 | .000*

* The mean difference is significant at 0.05 level.

Table 5.25 Post Hoc comparisons evaluates pairwise
differences of region wise classification and AB@ageness and
implementation phase mean scores using Tukey HSDsiace
equal variances were tenable. Test revealed signifipairwise
differences between the mean score of North reg¢porCentral
region and North region to South region in case@xdmining its
ABC awareness level. Similarly, pairwise comparisorncase of
interest towards ABC technique, South region tothland Central
region proves p value less than 0.05, ensuring mpecable

difference.

5.8.2.8 Hospital years of establishment wise clafisation of the

aggregate awareness level of Activity Based Costing

The sample of hospitals are classified under thears of
establishment. Through the established years ohdsgpital, their
awareness level of the ABC technique is evaluatethis part of

the study.
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Table 5.26: Analysis of hospitals’ awareness level of ABC
technique on the basis of years of establishment of

hospital
Years
1-25 | 26-50 | 51-75 | 76-100 | Aggregate| ANOVA
yrs yrs yrs yrs Score (p-Value)
Factor
Awareness 5.14 | 4.58 | 4.33 5.00 4.84 0.36
(1.52) | (1.59) | (1.75) | (2.00) (1.58) '
Interest 3.42 3.95 | 3.67 5.33 3.72 021
(1.71) | (1.61) | (2.34) | (2.08) (1.74) '
Imol tati 1.12 | 1.00 | 1.00 1.00 1.06 0.13
mplementation’ 4 32) | (0.00) | (0.00) | (0.00) | (0.23) '
Activity 077 | 0.24 | 1.00 0.50 0.38 0.82
Analysis (1.25) | (1.03) | (0.00) | (0.12) (0.09) '
261 | 244 | 250 2.96 2.50
AGGREGATE | 5 05y | (2.14) | (1.75)| (2.56) | (2.12) 986

*Figures in the brackets are standard deviation

Table 5.26 elaborates the various categorizatibrthe
hospitals on the basis of years of establishmedtth@ factors for
analyzing the aggregate awareness level of ABG Visible that
the aggregate awareness level of ABC technique shownean
score of 2.96 out of 7 in vase of hospitals haviBgyears to 100
years of establishment as compared to the meae s8tdt.44 for

the hospitals having 26 years to 50 years of astabkent.

For evaluating the variation statistically, OneywENOVA
is used which proves that there is no significafiexence between
the years of establishment of the hospitals andr tA&C
awareness level with a ‘p value’ more than 0.055%t level of

significance.
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This chapter consolidates ABC awareness among the
sample of hospitals and their level of activity lgses for various
medical, medical support and non-medical servitls.researcher
further indicates that the aggregate awarenesd tdvbospitals

regarding ABC technique is around 36 per cent.
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After analyzing the cost management practices his t
chapter the researcher has attempted to examineertigrical
relation between adoption of cost management pextand the

hospital performance in Kerala.
6.1 KEY PERFORMANCE INDICATORS

Performance of a hospital is judged by the medaédome
it attains. Performance is realized on the basihefcore services
rendered. Quality is yet another element that faitmesbase for the
performance. Certain indicators helps to analyzae fas a hospital

is medically fit, in other words the medical outa®mperceives.

Firstly, few indicators that form part of the hdap
performance indicators and indicator based perfoomaof the
selected hospitals are explained, as below.

6.1.1. Bed Turn Over Rate (TOR)

No.of Admission><
No.of Bed:s

TOR=

100
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The turnover rate essentially defines the peradafhich a
bed is occupied. It indicates the speed with wipatients on any
bed are rotated. The more complicated the caset dyalthe
hospitals, the smaller the turnover rate. Largeuraover rate,
indicates an over utilization, moreover only simpigoe of
treatments are provided. Too small a turnover waiald indicate
fewer people utilizing the hospital and patientse doeing
unnecessarily retained on the premises. Both atedasirable.
However in the case of hospitals dealing with cloathseases, a
low turnover rate is a must.

Table 6.1: Distribution of TOR on the basis of type of hodpita

Aggregate

Region General Multi TOR

North 30.02 (19.40) |  44.12 (39.76 39.97 (35.301)

Central | 49.72 (47.05)|  76.50 (57.27 67.53 (54.63)

South 67.06 (59.16)|  61.98 (39.97 61.27 (41.62)

TOTAL | 48.93(46.12) | 58.29 (44.99)  55.17 (45.33)

*Figures in brackets are the standard deviation.

Above Table 6.1 analyses the Turnover Rate ofitedspn
respect to the number of admissions and the bedcitgp In
general, the aggregate turnover in the state akadews 55.17%.
i.e. only slightly more than half of the capacity bheing used in
Modern Science hospitals of Kerala. The underatilon of
capacity does effect the cost in hospital managemea price of
treatment to patients. Looking at the region wise utilization,
which is maximum in the central region (67.55%)ldoled by
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southern region (61.27%) and lowest in the northezgion

(39.91%).An analysis on the basis of type of haépiongside
regional wise determination can also be viewed fthentable. It is
clearly visible that, on the basis of type of htelpi general
hospitals have a TOR of 48.93 per cent as comparéide multi-

specialty hospitals with a TOR of 58.29 per centredional wise
comparison better explains that in case of mukiesgdty hospitals,
Central egion has a higher TOR of 76.50 per certoaspared to
North and South region with a TOR of 44.12 per @t 61.98 per
cent, respectively. TOR exhibits how well utilizati has been
disposed in a hospital.

In order to test the mean difference in the capacit
utilization based on regions and hospital type tway ANOVA is
carried out and the result is presented ifable 6.2 as shown

below:

Table 6.2:Tests of Between-Subjects Effects

Type Il

Source Sum of df Mean F Sig.
Square

Squares
C,‘\’Arg‘a‘gled 20026.018 | 5 | 4005.203| 2.066] .079
Intercept | 235277.082 1| 235277.08221.347 .000
TYPE 2375.397 | 1| 2375.397 1225 .27
REGION | 12329.133| 2| 6164567 3.179 .04
TYPE * ]
REGION 4431289 | 2| 2215644 1143 .32
Error 162865.794 84 1938.879
Total 456826.802 90
Corrected | 145491 807| 89
Total
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The table explains the interaction between typaashpital
and the region wise distribution of the hospitdiews significant
difference with p value less than 0.05. While threamscores of the
regional classification does not prove significaag,the p value is
more than 0.05. In case of type wise hospital dlaason, there is
significant difference between the hospitals asph&lue shows a
less than 0.05, at 5% level of significance.

The two-way ANOVA conducted examined the effect of
regional classification and type of hospital on lechover rate.
There is a statistically significant interactiortueen the effects of
type and region level on bed turnover rd&&g2, 84) = 1.143p =
.324.

Estimated Marginal Means of TOR
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Figure 6.1: Graphical presentation of interaction between tgpe
hospital and region wise classification on TOR.
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Figure 6.1 graphically represents the interactisranalysed
in the Table 6.2. The type of hospital and regiotiaksification
interaction alongside the hospital TOR is displayed

Further in order to examine which of the regiores similar
and which are dissimilar in this respect, Post Hioalysis is carried
out and the result is presented in Table 6.3.

Table 6.3:Post Hoc Test (Tukey HSD)

M 95% Confidence
ean Interval
R (I). R (‘]). Difference EStd' Sig.
egion egion (1-J) rror Lower Upper
Bound | Bound
h Central -27.5546 11.23706| .043* | -54.3657 - 7434
Nort
South -21.2996 11.23706 146 -48.1107 5.5116
North 27.5546 11.23706| .043* .7434 54.3657
Central
South 6.2550 11.76823 .856 -21.8235 34.33B5
S h North 21.2996 11.23706 146 -5.5116 48.1107
out
Central -6.2550 11.76823 .856 -34.3335 21.82B5

* The mean difference is significant at 0.05 level.

Table 6.3 Post

Hoc comparisons

evaluate pairwise

differences among the group means using Tukey HSD dince
equal variances were tenable. Tests revealed isignif pairwise
differences between the mean score of TOR in thehNand

Central region as the p value in both cases is flkas 0.05.

Moreover, the comparison between the TOR of North South
region is not significantly different as the p walestablishes a
value more than 0.05, at 5% significance.
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6.1.2. Outpatient / Inpatient Ratio

OP/IP ration is another good indicator of hospital
performance employed by the scholar in this stltdig calculated
by using the following formula.

Numberof OutPatients
Numberof Admission:

OP/IP=

This ratio indicates of the manner in which Inpats
service is being utilized in the hospital. In getethe number of
outpatients should be broadly related to the nuroberpatients. If
a hospital is reporting very high number of outtigrats as opposed
to inpatients then obviously the type of inpatieate in relation to
the demand for medical services is poor.

On the other hand, a low outpatient/inpatientoratiould
suggest that there is excessive concentrationaMiging inpatient
care facilities and smaller ailments are not beieglt with.

Table 6.4: Distribution of OP/IP ratio on the basis of type of

hospitals
. , Aggregate
Region General Multi OP/IP Ratio
North 15.46 6.65 9.24
(15.11) (5.09) (9.84)
Central 20.60 5.61 10.96
(18.71) (3.83) (13.40)
South 18.29 7.97 11.66
(23.65) (8.47) (16.03)
18.12 6.73 10.53
TOTAL (18.91) (5.90) (13.02)

*Figures in brackets are the standard deviation.
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Table 2.1 evaluates the OP/IP ratio classifietherbasis of
General and Multi-specialty hospitals and regionsewi The
concentration of Inpatient and Out Patient serndetermines the
incapacity or overutilization of services. The abdable explains
an aggregate OP/IP ratio among the Modern Scienspitals in
Kerala is 10.53. Among the type of hospitals, tren&al hospital
which has a higher aggregate ratio with a meanesobr18.12 as
compared to Multi-specialty hospitals with a meanrs of 6.73.
Region wise classification shows that the Soutlorebas a higher
concentration of IP/OP ratio with a mean score @&i66& as
compared to North region with a mean score 9.24 @gdtral

region with a mean score of 10.96.

In order to examine whether the difference inrttean ratio
between the regions and between the types of laspit Kerala
are significant , the scholar has conducted two WBYDVA and

the result is presented in the Table 6.2, as shown
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Table 6.5:Tests of Between-Subjects Effects

Type Il

Source Sum of df Mean F Sig.
Square

Squares
Corrected | 275189 | 5 555.036 | 3.789  .004
Model
Intercept | 12281.128 1 | 12281.1083.842] .000
TYPE 2571.739 1 2571.739  17.557 .000
REGION 77.645 38.822 | 265  .76¢
TYPE * J
REGION 137.618 2 68.809| 470 .62
Error 12304.268 84 146.479
Total 25051.504 90
Corrected | o079 449] 89
Total

The table explores the interaction between typhosiital

and the regional wise distribution of the hospijtalbich does not

show significant difference, with p value more tita@5. In case of

type wise hospital classification, there is sigrafit difference

between the hospitals as the p value shows ahass®05, at 5%

level of significance.

The two-way ANOVA conducted examine the effect of

region wise classification and type of hospital aoss OP/IP.

There is no statistically significant interactioativeen the effects
of type and region level on OP/IP ratio(2, 84) = 0.470p = .627.
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Estimated Marginal Means of OUTPATIENT/IINPATIENT RATIO
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Figure 6.2: Graphical presentation of interaction between tgpe
hospital and region wise classification on OP/Hfora

Figure 6.2 is a graphically representation of ititeraction
analysed in the Table 6.5. The type of hospital eggion wise
classification interaction alongside the hospit@R is displayed,
which clearly depicts that there is no interactimiween the two
on OP/IP ratio.

6.1.3. Number of surgeries

The provision and utilization of surgical operati@cilities

is also a good indicator of the functioning of tiaspital.
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Table 6.6: Distribution of the number of surgeries on theibax
type of hospitals and region wise classification

Region General Multi Aggregate Score
North 6.20 17.92 14.47
(10.20) (27.29) (24.01)
Central 5.80 64.56 43.57
(6.02) (71.06) (63.35)
South 11.20 88.00 60.57
(8.81) (125.13) (106.25)
7.73 52.93 37.87
TOTAL (8.59) (84.69) (72.37)

*Figures in the brackets are standard deviation
**Significant at 5% level.

Table 6.6 shows the average number of surgeries
undertaken by different hospitals per day classibe the basis of
type of hospitals.

It is clear that the aggregate number of surgeuigdertaken by

Modern Science hospitals in a day is 38 surgerresespect of
type of hospitals it shows that an average of &exes are
undertaken by the General hospitals and 53 susybyig¢he Multi-
specialty hospitals in a day. Moreover, in caséMotti-specialty
hospitals, a better concentration in the numbesuogeries is in the
South region with an average daily surgeries ofa®8compared to

Central region with 65 and 18 surgeries in Nortjioe.
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Table 6.7:Tests of Between-Subjects Effects

Type Il
Source Sum of df Mean F Sig.
Square
Squares
Corrected | 90035399 | 5 | 19007.064 4.302 | 002
Model
Intercept 82841.808 82841.8088.752| .000
TYPE 47902.323 47902.32310.843| .001
REGION 19442.866 2 9721.433 2.201 A1y
TYPE *
(
REGION 15368.418 2 7684.209 1.739 .18p
Error 371085.078 84 4417.679
Total 595170.000 90
Corrected | 456120.400 89
Total

Table 6.7 pinpoints the interaction between typhaspital
and the regional wise distribution of the hospitd¢es not show
significant difference, with p value more than 0.9#hile, in case
of type wise hospital classification, there is #igant difference
between the hospitals as the p value shows aHass.05, at 5%

level of significance.

The two-way ANOVA conducted examine the effect of
region wise classification and type of hospital &oegls the number
of surgeries. There is no statistically significarteraction between
the effects of type and region classification oe thumber of
surgeriesF (2, 84) = 1.739p = .182.
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Figure 6.3: Graphical presentation of interaction between tgpe
hospital and region wise classification on the nemb
of surgeries undertaken in a day.

Above graphical representation is the interacamalysed
in the Table 6.7. The type of hospital and regiosevelassification
interaction alongside the number of surgeries $pldyed, which
clearly depicts that there is no interaction betw#de two on the

number of surgeries.
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6.1.4. Number of X-rays

The utilization of X-rays and scanning machinesvjaes a
good indicator of how the hospital is functionihgthe past, due to
lack of films and other basic equipment this equepimwas lying
idle. A very low utilization indicates a diversia patients away
from the hospitals to other hospitals or diagnosticvice centres.
Table 6.8: Distribution of the daily average number of X-rays

taken on the basis of type of hospitals and rediona
classification

Region General Multi Adgregate
Score
North 13.30 106.83 79.32
(6.62) (247.54) (211.17)
Central 28.50 281.46 181.32
(30.81) (533.33) (466.96)
South 23.40 176.08 89.18
(10.22) (265.06) (134.95)
21.73 160.32 114.12
AGGREGATE | (19 54) (359.86) (300.48)

*Figures in the brackets are standard deviation
**Significant at 5% level.

Table 6.8 describes the daily average number o&ys-r
undertaken by the Modern Science hospitals in l&erdlhe

aggregate mean score is 114 X-rays.

On the basis of type wise classification, Gené@dpitals
undertake an average of 22 X-rays in a day as caxdga Multi-
specialty hospitals which undertake 160 X-rays dag. Moreover,
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in case of Central region Multi-specialty hospitalsdertake 282
X-rays as compared to General hospitals which c2@ry-rays a
day.

Table 6.9:Tests of Between-Subjects Effects

Source Type Il Sum of df Mean = Sig.
Squares Square
Corrected 677384.600| 5| 135476.920 1.547| .184
Model
Intercept 702487.95p 1| 702487.952 8.019| .006
TYPE 415191.952 1| 415191.952 4.740| .032
REGION 115355.383 2| 57677.691 .658|.520
TYPE *
REGION 85588.749 2| 42794.375 .489| .615
Error 7358291.05684 | 87598.703
Total 9207825.00090
Corrected 8035675.656 89
Total

The Table 6.7 examines that in case of the nurobet-
rays, the interaction between type of hospital gredregional wise
distribution of the hospitals does not show siguaifit difference,
with p value more than 0.05. While, in case of tygse hospital
classification, there is significant difference Wweén the hospitals

as the p value shows a less than 0.05, at 5% déwggnificance.

The two-way ANOVA conducted examine the effect of

region wise classification and type of hospital &ogls the number
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of X-rays taken. There is no statistically sigrafi¢ interaction
between the effects of type and region classificatin the number
of X-rays,F (2, 84) = 0.489 = .615.

Estimated Marginal Means of XRAY

TYPE

—— GEMERAL
— MULTI

300

250

200
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100

Estimated Marginal Means

50

-r—/— Y
o
T T T
NORTH CENTRAL SOUTH
ZONE

Figure 6.4: Graphical presentation of interaction between tgpe
hospital and region wise classification on the nemb
of X-rays.

Figure 6.4 represents the interaction analyseithenTable
6.9. The type of hospital and region wise clasaifan interaction
alongside the number of X-rays undertaken is dygua which
clearly depicts that there is no interaction betw#dee two on the
number of X-rays.
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6.1.5. No. of lab tests

This indicates the availability & efficiency of atjnostic

facilities in a hospital.

Table 6.10: Distribution of the dayly average number of labtses
taken on the basis of type of hospitals and thereq
classification

Region General Multi l\fg ggorf.?.ztsets
NORTH 53312({) (;gg:gg) (giéigi)
cenrray|giose || oo
SOUTH | (agnes) | (l00369) |  (85489)
o | g | pwx | e

*Figures in the brackets are standard deviation
**Significant at 5% level.

Table 6.10 indicates the daily average numbembftéests
undertaken by the hospitals classified under typpean be better
understood that the aggregate score of lab testsriaken by the
Modern Science hospitals in Kerala is 910 lab tpstsday. In case
of type wise classification, the number of labgesdrried out in the
Multi-specialty hospitals is 1210 tests as compat@dGeneral
hospitals with 309 lab tests in a day. It can &lsmoted that Multi-
specialty hospitals of Central region undertakeaeerage of 1385
tests in a day as compared to General hospitals areaverage of

361 tests are carried out in a day.
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The researcher highlights that this variation rbaydue the

high end technologies being utilized in Multi-sdti hospitals as

compared to the General hospitalfie mean difference is tested
with two way ANOVA and the result is presented @ble 6.11

below:

Table 6.11Tests of Between-Subjects Effects

Source Type Il Sum df | Mean Square F Sig.
of Squares

Corrected | 55395333 508] 5| 6063066.705 6.853| .000

Model

Intercept 46617479.428 1| 46617479.428 52.688| .000

TYPE 17100347.309 1|17100347.308 19.327| .000

REGION 6378663.336 2| 3189331.668 3.605|.031

TYPE *

REGION 2877327.55( 2| 1438663.775 1.626| .203

Error 74322177.866 84 884787.832

Total 179102825.000 90

Corrected | 1 )4637511.389 89

Total

The Table 6.11 explains the interaction betwegye tpf

hospital and the region wise distribution of thespitals does not

show significant difference, with p value more tita@5. While, in

case of regional classification, there is signiiicadifference

between the hospitals as the p value shows aHass05, at 5%

level of significance. Similarly, type of hospitalko points out that

there is a significant difference with the p valess than 0.05.

289



The two-way ANOVA conducted examine the effect of
regional classification and type of hospital tovsatde number of
lab tests taken. There is no statistically sigatfic interaction
between the effects of type and region classificatin the number
of X-rays,F (2, 84) = 1.626p = .203.

Estimated Marginal Means of TESTS

TYPE

—— GENERAL
—MULTI

2000

1500
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Estimated Marginal Means
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/ _——ﬁ

T T T
NORTH CENTRAL SOUTH
ZONE

Figure 6.4: Graphical presentation of interactioetiveen type of
hospital and region wise classification on the nemb
of lab tests.

Figure 6.5 indicates the interaction analysedhi&a Table
6.9. The type of hospital and regional classifmatinteraction

alongside the number of lab tests taken is displayhich clearly
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depicts that there is no interaction between the aw the number

of lab tests.

Further analysis to explain the variation betwedbe
regional classification interact on lab test is lgsed using Post

Hoc analysis in Table 6.12.

Table 6.12Post Hoc Test (Tukey HSD)

95% Confidence

Mean Interval
Re(gion Re(:\g]])ion Difference ESrtrch).r Sig.
(I-3) Lower Upper

Bound Bound

Central| -602.83 | 242.870( .040* | -1182.31| -23.36

North
South -764.00 | 242.870| .006* | -1343.48| -184.52
North 602.83 | 242.870| .040* 23.36 1182.31]
Central
South -161.17 242.870.785 -740.64 418.31
North 764.00 | 242.870| .006* | 184.52 1343.48
South

Central 161.17 242.870.785 | -418.31 740.64

Further to examine which regions are similar arfuctv
regions are dissimilar in respect of laboratory, iast Hoc test is
carried out and the result is presented in tabl.Bost Hoc
comparisons evaluates pairwise differences amorgy gloup
means using Tukey HSD test since equal variances te@able.
Tests revealed significant pairwise differencesveen the mean
score of lab test in the North and Central regisrilee p value in

both cases is less than 0.05. Moreover, the cosgpabetween the
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lab tests of North and South region is significadifferent as the p

value establishes a less than 0.05, at 5 % lev&bafficance.

6.2 EMPIRICAL RELATIONSHIP BETWEEN COST
MANAGEMENT PRACTICES AND PERFORMANCE
INDICATORS

The representation of cost management practices
incorporated many items reflecting cost managenmehiding cost
planning, cost control and cost reduction. Withrsacwide range
of elements, there is linear possibility of costiagement practices
alongside hospital performance indicators. One loé tmain
objective of this study is to analyze the relattopsbetween cost
management practices and performance indicators. tRis,
correlation analysis is used to find out the sttierand functional
structure is investigated. Moreover, multiple resgien analysis is
performed to identify whether empirical relationskeixists between
cost management practices and hospital performadazators. As
an interdependence technique, regression anasyssed to predict
the relationship between one dependent variablet@ador more
independent variables. The association is evaludteough this

predictive analysis.

For the study, the researcher has equated allfabe
indicators of hospital performance to 100 per cépparently, the

cost management practices i.e. cost planning, costrol and
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reduction factors have been summed up to 100 par foe the

analysis.

Table 6.13: Correlation analysis between cost management
practices and hospital performance

Performance| Cost Management
Pearson Correlation 1 846"
Perf | Sig. (2-tailed) .00C
N 90 90
Pearson Correlation .84 1
fﬂ‘;stt Sig. (2-tailed) 000
N 90 90

**_Correlation is significant at the 0.01 leveH&@iled).

Pearson correlation revealed that cost managensent
significantly and positively correlated with hogpiperformance (r
= .846, p<.01) as shown in Table 6.13. In otherdspwhen there
IS an increase in cost management practices fotlowe the
hospitals, an improved hospital performance iscatid. Hence,
the study finds that there is a relationship betwesost
management practiced and hospital performance.

Linear regression is a statistical test applied ttata set to
define and quantify the relation between the carsid variables.
Univariate statistical tests such as Chi-squarghdfls exact test;
test, and analysis of variance (ANOVA) do not alltaking into
account the effect of other covariates/confounderrsng analyses.
However, partial correlation and regression aretéisés that allow
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the researcher to control the effect of confoundars the
understanding of the relation between two variables

The researcher has further analysed the data using
regression analysis, the result of which is presstmh table 6.14

below.

Table 6.14Multiple Regression Model Summary

Model Sum of squaresdf | Mean square F Sig.
Regression 1542381.16 3 15425381/16 200.052 0/05
Residual 6785401.47| 86 77106.84 R R

square

Total 22210782.64| 89 .846 0.694

Dependent Variable: Performance
Predictors: Planning, Control and Reduction.

In the model summary, R shows the correlation tvhic
basically points put the linear relationship betwéeo variables
(cost management practices and hospital performance

R square is 0.694, which implies that there iaation of
69.4% between cost management practices (indeperdaable)
and hospital performance (dependent variable). Singply means
that, cost planning, cost control and cost reduactjointly
contribute and reflect the hospital performancé%4%.

Hence it can be concluded that better cost managem
practices in modern science hospitals in Kerald adfinitely
improve the hospital performance.

294



Chapter Vi

SUMMARY, FINDINGS, CONCLUSION

& SUGGESTIONS
7.1 Introduction 295
7.2 Review of the Literature 304
7.3 Theoretical Framework 306
7.4  Discussions on Findings 307
7.5  Conclusion 317
7.6 Suggestions 322

7.7  Scope for Further Research 328




7.1 Introduction

Adhering to the competition, healthcare costing haen a
significant initiation in restructuring the manageam of healthcare
sector. Management of operation is not mere theuatran of cost
but also control and its reduction to place thedcedficy and
effectiveness in outcome. A wider scope to costagament can
be traced in this sector due to uncompromising ngitg of
competition which has initially forced the hospitahnagement to
rethink about their cost apprehension. Recalculated price
through techniques of cost control and cost redactias brought

one step forward in visualizing the scheme fordrattanagement.

Value maximization has indeed stood as an upped la
revitalizing this unique concept of advanced coahagement. The
increase in availability of substitutes and thewaeeness in
healthcare facilities have brought forward pricessiveness which
urges the need for being cost conscious by the itabsp

management.

The thrust to evaluate cost, enhance cost coraml

reduction techniques have turned out to be the oétte hour.
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7.1.1 Cost Management

The management of cost is terminal in the jouriody
quality and destination of efficiency. Benefit reea for sacrifices
made, the motto of costing need surveillance tdegtoconsumer
rights. Effectiveness and efficiency have explaotfeel necessity of
cost conformance. Cost pressures on healthcareorseutd
measures to overcome them, balancing cost and tyuali
Transparency of cost is unique with greater rigktl&ment of risk
is an established challenge due the critical aspettlife being
ailed. Healthcare covers not only medical caredish preventive

care. Healthcare service can be widely listed as:

. Medical Department
. Medical Support Service Departments
. Non-Medical Support Service Departments

The need for cost accounting penetrates as aitotie

following manner:

Measuring performance
Reducing cost
Determining the fees or prices for goods and tiheces

Decision Making

YV V V VYV V

Deciding to authorize, modify or discontinue a perg or
activity

> Inventory management
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7.1.2 Significance of the Study

Cost is not the responsibility of one departmeather
skillful integration of management processing aindrice. A form
of Management accounting that allows a businesspriict
pending expenditures to help reduce the chanceoofggover
budget. It also helps a company to determine whethey
accurately estimated expenses at first, will hdient predict
expenses in the future. In simple terms, recordiigssifying,
allocation and appropriation of expenses for theerd&nation of
cost of products or services and for the presamtatif suitably
arranged data for the purpose of control and guelaof

management.

Today, a surgical approach to profitability andstco
management has been visualized. That is, by urhelisty which
products, services, consumers and channels ayeprofitable and
which ones are draining value from the businessprotective
shield to value consumer have exploded the scopecost

management.
7.1.3 Statement of the Problem

Healthcare- a competition led economy has purgified
the competency of service charges in fluctuating ttemand
through the intense competition in the market. Acbeament in
technology and technical innovativeness have rdlibg phase of

healthcare and hospitals are appreciated by ikelstdders on the
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restructuring of the market demand on these fmsticather than

the impact of core services. The origin of thisdgtliays on the

impact of intensity in competition which ultimatelleads to

strategic cost management.

7.1.4 Research Questions

Based on the various aspects of healthcare seisttussed

in the above section, following research questisase formulated:

1.

Are patients’ price sensitive towards availing sss from

Modern Science hospitals?

What is the prevailing cost structure among thdecght
classes of hospitals?

Has there been any cost management practiced by the
hospitals?
Are the hospitals aware about the scientific alioca of

overhead cost to each consumer?

Does the hospital performance indicators improveewh
there is better cost management and cost struftiliogved

by the hospital?

Is there any variation in the study variable basedhospital
profile?
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7.1.5 Objectives

1.

To examine the patients’ price sensitivity towahdsdern
Science Hospitals services in Kerala and its vianadbased

on sample profile.

To analyze the prevailing cost structure of ho$iéavices
and its variations.

To study the prevailing cost management practickswed
by hospitals in Kerala and its variations.

To examine the awareness, interest and implementafi
ABC in hospitals of Kerala and its variations.

To study the empirical relationship between cost
management practices and the performance indicatohe
hospital.

7.1.6 Hypotheses

On the basis of above said objectives, followiggdtheses

have been formulated and tested.

Hypothesis 1

Patients’ price sensitivity towards Modern Sciehospital

services in Kerala is independent of profile vaeab

Hypothesis 2

The cost structure of hospital services of Kerada

independent of profile variables.
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Hypothesis 3

The cost management practices of hospitals aspartient

of profile variables.
Hypothesis 4

The awareness, interest and implementation of ABC

hospitals of Kerala are independent of profile ables.
Hypothesis 5

The performance indicators of the hospital areepshdent

with regard to the cost management practices.
7.1.7 Conceptual model

The review of literature broadens the areas varamncepts
for this study. Major concepts like cost structurest management
involving cost control and reduction, activity bdseosting and
performance indicators are briefly elaborated magphe various
corners of the study. Chapter three gives a batiderstanding of

the conceptual framework in detail.
7.1.8 Research Methodology

The methodology used of the study is based orrétieal
concept of “research onion”, proposed by Saundeas. €2016).A
detailed description of the research phenomentayesed through

this concept. This approach elaborates the resgudnitbsophy i.e.
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concerning the nature of the reality being invesig, approaches
involving deductive approach, methods and strasegidized for
the study briefing the survey method alongsidentte¢hodological
choices where the researcher has used mono gtigetitaethod
for the study and the time horizon framed for thalg, being cross

sectional study.

The research methodology altogether takes theamdse
logic to the research design involving main teches and
procedures of data collection and analysis.

7.1.8.1 Sample design

Stratified random sampling was drawn by the redesarfor
the study. The entire state of Kerala is segmeatethree regions

namely; North, Central and South for the study.
7.1.8.2 Selection of Hospital

30 hospitals were randomly selected from each hef t
district selected from the regions. The aggregatepde of Modern
Science hospitals for the study is 90 hospital,hw1 ratio
between Multi —specialty hospitals and General halsp

7.1.8.3 Selection of Patients

For analyzing first objective of the study, datanf the
patients were collected. Using systematic randomp$iag, five
patients from each of the above 90 hospitals welected, totaling
450 patients.
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7.1.8.4 Research Instrument and Method of Contact

The research instrument used for the study isniige
Schedules for collecting data from both cases haspitals and
patients. The two types of data were collectedgusivo types of
pretested interview schedule covering all the aspefttthe study.
The instrument have been validated using Cronbapisa.

7.1.8.5 Variable Used for the Study

The study variables include price sensitivity sead
through detailed price analysis for choosing thepital service,
whether they are charged more for the hospitalisgrthe rating
for price sensitivity and price comparison. Sintydior the study
variable Activity Based Costing, its awareness, enest,
implementation and activity analysis were mention&ddetailed
explanation for the aforesaid variables is in chamine of the
thesis.

7.1.8.6 Scaling Technique

For analyzing the data from the sample of hospitalpoint
Likert Scale has been used in view of the inforreakihowledge
and for examining patients’ data five point Lik&ale is used.

7.1.8.7 Tools for data analysis

The data gathered from the sample of hospitalgriofhte
sector were analyzed using descriptive and infexkestatistics by
employing the statistical Packages for Social SmenSPSS) 20.

Independent sample t test, analysis of variance@¥N), Post
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Hoc analysis, correlation analysis and regressioalyais were

used for testing the hypotheses of the study.
7.1.9 Limitations

Overall the study is not free from limitations.was found
that not many hospitals were practicing scientifieethod of
managing cost, which initialized a tedious process share

information.

1. Most of that data were qualitative in nature, whietd to be
qguantified for the purpose of the study. Limitagsoof the

scaling technique apply for this study also.

2. Lack of support to share the information, in puwief

confidentiality.

3. Recall errors form part of the data as the methéd o

interaction bounded memory recollection.

Above said are the few limitations which is disec in
detailed in chapter one of the study. However sme@fforts have

been made to reduce the errors.
7.1.10 Structure of the Thesis

On the basis of the objective of the study, tmacstire of
the thesis is developed. The first chapter is tlieoductory part,
with an overview of the Indian healthcare sectod aiso in

concern to the Kerala model of healthcare furthecussing the
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objectives of the study and research methodolodye $econd
chapter is the background of the study insistingh@research gap.
The conceptual framework of the study and theaneslved in the
study has been discussed in the third chapterfduréh chapter is
the expansion of the first and second objectivahef study i.e.
price sensitivity and cost structure of the hospegarding the
cost management practices and the awareness [eEvAB© has
been very well elaborated in the fifth chapter. Tlst two
objectives of the study, explaining the performamzicators and
empirical relationship of cost management and hakpi
performance indicators have been analysed in tki shapter.
The last chapter concludes with the summary, figslironclusion

and suggestions of the study.
7.2 Review of the Literature

The background of the study has been discussddtal in
the second chapter of the study. It has been categoon the
concepts genesis of cost management, reflectioAstofity Based
Costing and the new state of the art. Each of thes®epts
elaborates the relative studies which has beenigigad through
the methodology, variables used and the findindsge $tudy has
been substantiated by 100 literature reviews, fiagusn the areas
and theories of this study. For an overview, theremeviews have
been segregated on the basis of three aspectgenesis of cost
management, reflections of Activity Based Cost antew state-of

—the —art hospital.
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Cost management has been reformed on various reomchs
strategies mapping cost control and reduction fectes,
rebuilding innovations through elimination of noahve added
techniques. Reviews of the studies pinpoint thengfihs that
outrage through better cost management system mouga
industries. It signifies the role of cost managemem wide spread
competition and recasting the know how in develgpimrious
workflow for management. The second half of thaaee exert on
the merits and complications of using Activity Bds€osting
technique. To restructure the indirect cost, cotiveal forms does
not prove meritorious, ABC technique has given awglin
identifying the indirect cost rather than the tteaial way of cost
smoothing. Non-value added activities are elimidadéed value
added activities show restructure the means for m@magement.
The last half of the reviews concentrate on thegme scenario in
the hospital industry, emphasizing on the competjtcost and the
patient awareness on various health facilitiescePgensitivity of
the consumers and cost conciouness also takesishiie part of

the study.

Architecture of healthcare services have been weel
figured out through the flow of services, the tdospital and the
cost concentration that it procures. Eventually, cuerview of
various inputs for the study has been capturedhis thapter,

highlighting the traces of ABC and cost techniques.
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7.3 Theoretical Framework

The theories that consolidate the study inclutiespricing
concept and its approaches, role of cost, costemgards, the cost
drivers, cost management including cost control @st reduction
techniques and healthcare.

Costing standards that consolidates the study @AS-
1(classification of cost) which segregates the stisicture on the
basis of nature of expenses and its traceabibtymaterial, labour
and overhead, CAS -6 (Material Cost) assigning afemal cost
including recording the resources consumed by t& object,
CAS -10 (Direct Expenses) it determines in termsateriality of
an item i.e. on the basis of size and nature, CAS (Cost of
Service cost centre) identifying service cost aentthrough the

principle of materiality.

The theories that figure out the frame of the gtundtlude
the material cost, labour cost and overhead forrthegstructure of
the cost. Terminologies that thrust cost managemnehiding cost,
costing and various fractions of cost managememt foart of this
chapter. A baseline on Activity Based Costing teghes, its
textures including cost drivers, activities, resaudrivers very well
strength this section. The techniques for cost c¢toln and cost
control which include benchmarking, outsourcinglkbpurchase,
value engineering nad value analysis have beenligigéd very
well in this chapter. The techniques that organizesst
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management and the mapping of cost management siz al

formulated in the chapter.
7.4 Discussions on Findings

The researcher throws light on various aspectseafthcare
cost management, in particular to the prevailimgn® accustomed
in the sector. Healthcare has been inextricabkelinto business.

The study has been consolidated through the
aforementioned objectives in Chapter 1.The prawgilicost
management practices followed by private hospitese been
visualized through the concepts framed for the ystuidincludes
various aspects of cost control and cost redudigchniques that
have been form part of the hospital. This sectiomraarizes the

findings of the study apportioned on the basisasfous objectives.
7.4.1 Healthcare Price Sensitivity

Price sensitivity of the patients and cost conseness of
the hospitals have been clearly depicted in chdptar, insisting
on the particulars from the patients view point atsb from the
institutional perspective. The factors like whetlustailed price
analysis are made before choosing a hospital, wehefie patients
feel they are charged and price comparison shangthlapart in
price sensitivity analysis. Similarly, in the cask hospital cost

conciouness, consumer complaints, affect due togd®in price
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and the priority for patients’ price sensitivityrifo vital part of the

study. Below are the mentioned major findings ef study:

1.

The aggregate patients’ price sensitiveness towdatsern
Science hospital services showed a mean scorendtid 5
(83.6%).

It is also observed that the mean score for thee@én
hospital patients’ is 4.82 out of 5 as comparetheéoMulti-
specialty hospital patients’ with a mean score.@B%ut of
5.

The female respondents are less price sensiticerapared
to male respondents with a mean score of 4.14 {8Rahd
4.22 (84.4%).

The factor like detailed price analysis shows déignean
score among the patients’ from semi - urban seator
compared to Urban sector, with a mean score of &P

4.38 respectively.

There is a visible price sensitivity factor wiseabzing the
categories of hospitals on the basis of ownershipyed
statistically using One-way ANOVA that the patients
feeling charged more for the service and price cspn
before attaining the service shows a significafiedénce at

5 % level, with a ‘p value’ less than 0.05.
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The patients’ in the age group 15 to 24 years sheoWwigh
mean score of 4.21(84%) as compared to patientghen
age group of 65 and above having a mean score26f 3.
(64%).

The aggregate cost consciousness with regard to
institutional point of view Shows a mean score &9out
of 7 (77%).

Statement wise aggregate mean score with regard to
hospital type shows general hospital 5.64 and Muilti
specialty hospital is 5.30 as against a maximunnesob 7
indicating 80.6 per cent and 75.7 per cent cost

consciousness, respectively.

It can be observed that the cost consciousnesshef t
hospitals with up to 100 bed size is 5.71 followey
hospitals with a bed size 101 — 300 bed size i8.5I®
differences are also statistically significant ase of factor
wise consideration among the hospitals classifredeu bed
capacity, as the ‘p value’ for One-way ANOVA testléss

than 0.05 at 5 % significant level.

The cost consciousness of the hospitals practiciost
management has a mean score of 5.35 out of 7, which
76.4 % whereas the hospitals that are not pragticwst
management has a slightly higher mean score of &ubef

7, that is 79.8%.
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7.4.2 Cost Structure Analysis

Hospitals prevailing cost structure is analysedhis part,

which has been broadly analysed in chapter fouh®thesis. Cost

has been classified on the basis of CAS-1 issuetidynstitute of

Cost Accountants of India, 1959. nature of costmaterial, labour

and overhead. Furthermore, as aforementioned Hwmitacost has

been further classified as doctors’ cost and ote&ff cost,

similarly overhead cost has been classified asntdolyy cost and

quality cost. Below are the mentioned major finditng the study:

1.

The study revealed that labour cost involves 4@i7 gent
of the total cost incurred in the hospital, follavey an
overhead cost of 28.1 per cent and material co22d per

cent.

In case of hospitals were cost management is pedtti
about 50 per cent of the total cost is labour, 26 cent
overhead and 22.5 per cent material whereas, thpitats
were cost management is not practiced have labmatraf
48.8 per cent, overhead cost 30.5 per cent andrialatest
of 20.8 per cent.

Quality Accredited hospitals has higher materiastcof
50.3 per cent than Non — Accredited hospitals wWalb per
cent, while overhead cost is higher in Non — Acitesd
hospitals with 28.5 per cent as compared to th&urlity
Accredited hospitals with 26.7 per cent.
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Labour cost has its major share for the doctord obs
34.5per cent in the North region of Kerala, whik& per
cent is observed in the Central region and 32.8cpat in
the South region in the region wise classification.

In case of bed occupancy rate classification, 26tper cent
stays highest in case of Doctors’ cost with 34.2qent as
in case of 50.01 to 75 per cent bed occupancywhieh is

27.9 per cent as the lowest.

General Hospitals shows Doctors cost higher witlb $er
cent as compared to that the Multi-specialty Hadpitvith
31.2 per cent. While other staff cost showed 148 qgent
and 18.6 per cent in case of general hospital aotli-m

specialty hospitals, respectively.

Type wise classification of hospitals shows thahegal
hospitals hold technology cost of 18.9 per centlavkhe
multi hospitals indicate 17.3 per cent.

Technological cost among the hospitals categorinadler
years of establishment shows that under the categjoré
years to 100 years the technology cost is 20 pet as
compared to hospitals under the category of 26syeab0
years having 17.1 per cent.
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9. The hospitals practicing periodic cost evaluatibove 18
per cent as technology cost whereas hospitalsmactiging

cost evaluation show technology cost of 17.3 pat.ce

10. The differences in Quality Accredited and Non —aliy
Accredited hospitals indicated quality cost of p& cent

and 12.1 per cent, respectively.

A detailed analysis of the price sensitivity anbe t
prevailing cost structure has been explained inpetad4. The
gathering of cost structure on various aspects h&en analysed
and scrutinized on the basis of various categoiiesthe

aforementioned chapter.
7.4.3 Cost Management Practices

This section points out the major findings of thecond
objective of the study, understanding the prevgilicost
management practices of the hospitals. Cost maramgemas been
analysed under cost control and cost reductionniqoles used.
Various cost control methods used in the studyuihel value
engineering, outsourcing, responsibility centre aedchmarking.
While, cost reduction methods involve value analysbulk
purchase, alternate labour and alternate matdBelow are the

mentioned major findings:

1. The level of cost management practiced by the Mwoder

Science hospitals shows an aggregate mean scéte ér
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cent while cost reduction shows a mean score @eB@ent
and cost control has a mean score of 19 per defuirther
explains that cost management is followed by cedtiction

but cost control measures needs drastic

2. General hospitals has a mean score of 58 per cent a
compared to Multi-specialty hospitals with a meaare of

50 per cent in case of level of cost managemertipeal.

3. The classification under bed size, in case of cositrol,
hospitals having bed size of 501 and above hadetdst
mean score of 10 per cent as compared to that Sgitads
with bed size of 101 to 300 beds having mean scb2®.8

per cent.
7.4.4 Activity Based Costing

This sector emphasis on the awareness level dingos
technique, Activity Based Costing (ABC).The awars)enterest,
the implementation phase and whether activity amslis being
followed by the hospital is analysed in this satti@he study
details about the significance of ABC as a techaifpr improving

the overhead cost. Following are the major findiogthe study:

1. The aggregate score of the awareness level of ABC

technique is 2.50 out of 7 i.e. 35.71 per cent.

2. Through the classification of bed capacity the gaig of
301 to 500 beds have a higher mean score for aggreg
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awareness level of ABC with 2.58 out of 7, 36.86 @ant
as compared to the category of 501 and above l@disgha
mean score of 2.30 out of 7 representing 32.86cpet
being the least.

3. In case of implementation phase similar prefereise
noticed by the hospitals practicing periodic cosdleation
with a mean score of 1.05 and the hospitals nattisrag
periodic cost evaluation with a mean score of 1.06
indicating a a poor preference among the categafes
hospital.

4, The region wise classification, North region hakigher
aggregate awareness level of 2.98 as compared ritaCe
and South region having a mean score of 2.55 a@d, 1.

respectively.
7.4.5 Key Performance Indicators

Hospital performance is indicated through varioasos
bridging the different concepts of the study. Thasdude bed
turnover ratio, Outpatient-Inpatient ratio, numbeafr surgeries,
number of X-rays undertaken and number of lab tésie. These
criteria analyze the level of performance of eaobplital. Below
are the major findings:

1. The Turnover rate classified on the basis of typleospital
showed that general hospitals have a TOR of 4892 ¢ent
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as compared to the multi-specialty hospitals wifhGR of
58.29 per cent.

2. The number of surgeries undertaken by differenpitals
classified on the basis of region showed a better
concentration in the South region with an averagathly
surgeries of 88, as compared to Central region @&ttand

18 surgeries in number.

3. The monthly average number of X-rays undertakerhiey
hospital on the basis of General and Multi-spegialt
hospitals indicated that General hospitals undertak
average of 22 X-rays as compared to Multi-specialty

hospitals which undertake 160 X-rays in a month.

Furthermore, the empirical relationship betweenstco
management practice and performance is analysedhg usi
correlation and regression analysis, which proved there exist a
relationship. Thus, the study focused on variousetisions that

root the cost management practices of healthcare.

Confined to the mentioned, various findings thattabutes
to the study are discussed and categorized acgprtinthe
objectives of this research in chapter four, chafiwe and chapter
six. Some of the major findings of the study arenasntioned

below:
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The patients’ price sensitivity showed a very high

responsiveness of 84%.

The effect on gender wise classification interpitdteat the
male patients have a higher price sensitivity 0%684s
compared to that of female patients with 83%.

An analysis under the classification of hospital lbapacity
indicates that the hospitals with 50 and above lsbdsv a
lesser cost consciousness of 57% as compared to the

hospitals with bed capacity up to 100 beds with 82%

Hospitals classified according to the evaluation cofkt
management practices presented a higher pricetiséysi
of 80% for the unpracticed hospitals as that ofcticad

hospitals indicate a lower price sensitivity of 7.6%

The aggregate cost structure interprets a higheamet of
labour cost of 50%, material cost 22% and overhsesd
28%.

Region wise classification of the hospitals showt tthe
cost structure shows a higher labour cost of 52%hatsof
central one with that of 48% in south region an@o4i

north region.

The level of cost management practiced by the Mwoder

Science hospitals shows an aggregate mean scéi® odr
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cent while cost reduction shows a mean score @eB@ent

and cost control has a mean score of 19 per cent.

8. The aggregate score of the awareness level of ABC

technique is 2.50 out of 7 i.e. 35.71 per cent.

9. The Turnover rate classified on the basis of typleospital
showed that general hospitals have a TOR of 48e9%ent
as compared to the multi-specialty hospitals witfhGR of
58.29 per cent.

10. The region wise classification, North region hakigher
aggregate awareness level of 2.98 as compared ritaCe
and South region having a mean score of 2.55 aatl, 1.

respectively

As mentioned above, the detailed analysis anéintings

are presented in the previous chapters.
7.5 Conclusion

The era of price transparency has arrived for it@spand
health systems. These days, pressure on price cioomsseveral
directions: patients, payers or market conditidislike the earlier
days, the absence of referral system and moreatelbasket lead
to a cut throat competition. To meet the econorhallenges faced
by the industry, and to provide low-cost high quyalservice,
healthcare organization need to develop stringentrol over their

operations. The only way that the firms survive tire fierce
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competitive market is to control their costs whiehl eventually
lead to an increase in profit margin. Desire chmagjés of health

profession is to measure actual costs in real time.

The application of lean to healthcare is widelpated and
in concern an effect of the patient’s perceptiod #éme ability to
standardize physician and nurses without sacrgitire quality of
patient care. Costs are likely influenced by theiréel accuracy,
timeliness and level of aggregation, when increaaeduracy,
timeliness and detail are desired, the preparatasts are higher.
Accurate cost information provides a competitivevadage.
Moreover, value based care has been in demandisihing the
acceptance of advanced technology and facilities: ‘zalue added
activity consumes time, resources or space but ddidis in
satisfying consumer needs. If eliminated, consumaiue or
satisfaction decreases unperceptively or remaimhanged. This
brings the share of ABC in healthcare sector. Oftenreasons for
rejecting ABC include:

. Satisfied with current system
. High cost
. Lack of top management interest

. Not usable for hospitals

But the benefits substantiates its presence inetlge of

current scenario, they include:
. Better profitability
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. Better decision making

. Process improvement
. Cost estimation
. Cost of unused capacity

ABC calculates cost price by determining wage of
resources, it differs from tarrif method. Moreovieigh amount of
indirect costs in the hospital indicates that cépaxf resources are
not used properly. The primary building material faBC is
knowledge of the activities and other resourcesleyed by the
organization. ABC system provides improved insigimto
managing supposedly fixed cost, thus providing ezaallocation.
One important distinction between ABC and tradisibsystem is
that, ABC system classify overhead cost preciselhe

diagrametical description of ABC can be noticearfriigure 7.1.

Driver = Cause of activity

ABC
Cause and Effect

Activity = Effect of driver

Figure 7.1:Mapping of ABC
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Healthcare management is subject to long terndsremd
current themes. Over the years the introductionzefo —base
budgeting, reengineering, TQM, ABC, CQI, total costnagement
and so on are all the critical elements or the ltargn theme of
improving quality while containing costs. The neti®me to this
long term trend is that of value — added/non-vadded costs. By
better understanding the costs of various actsjitteanagers can
improve the efficiency of various hospital depantiseas well as
hospital systems as a whole. Through ABC both téiaand
overhead cost is tagged back to each consumer. AB@:ver,
implicitly takes a longer term view by recognizititat, overtime,
these indirect costs can be charged and hencee&eant to
management choices. By shifting an allocation lasan activity
that is related to output or output characteridtie link between

the use of resources and service output becomes awourate.

Volume matters in hospital, to the hyperbola cqhcé
step beyond cost control and cost reduction is postention and
cost avoidance (to prevent unnecessary use of nasoand
unnecessary cost.)There is an almost complete latk
understanding of how much it costs to deliver pdtieare. Few
guestions that summarize this study involve thet fand

significance of understanding cost management.
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How many patients can we treat before we run out of

money?

Where is the best position to cut costs?

What makes a cost direct or indirect and how yoaose to

measure it?

The healthcare field is ready for a revolution d¢ost
management. Cost consciousness of the healthcandcese
providers and the price sensitivity of the patiemisulds the value
of cost in this sector. Technology and its advarer@nhas lead to
the heap of overhead cost and this has hit thedaidlity of the
patients. Indirect cost thus can be dealt througalyaing how
much of the accuracy of costs improves dependsoan different
services are in their use of the activities.

Technological
Advancement

Cost
Management

Healthcare

Management
& Competitive
Market

Quality
Improvement

Figure 7.2:Healthcare sector
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To recapitulate, competition merged the de rootofg
traditional attire of the healthcare services, egdy inducing the
concept of facility, quality and technology as amdhe basics of
health rejuvenation. The concept of healthcare Heeen
transformed as disease care in this context, dwgelliierce
competition to the sector. The realization of ajtithe edge of
competition can only be developed through cost mement has
only tiptoed into the sector. This scenario build significance of
this study findings and suggestions to rebuild Kleeala model of

healthcare through strategic cost management.
7.6 Suggestions

The researcher has focused the study throughhiéraets
mentioned in Chapter 1. Cost management has bediorated
through the concepts explained in chapter, disngssihe
framework of the study. The limitations of the stutresholds the

following suggestions:
7.6.1 Cost Management

1. Life cycle costing can redevelop a better cost rganmeent

mechanism among the hospitals.

2. Dashboards are performance driven reporting meésiman
They provide at — a glance summary of an orgaminati

performance of key matrices. William Cleverley kasated

322



a financial dashboard system for the hospital itrgusgie

recommends ten key performance drivers, as follows:

. Market factors
. Pricing
. Labour Costs

. Supply Costs

. Cost Position

. Non — Operating Income
. Service Intensity

. Investment Efficiency

. Plant Obsolescence

. Capital Position

Each driver has a unique set of measure.

Balance scorecards is more strategically orientEide
balance score card retains financial measureseofitivers

of future performance. It is composed of four pecsjves

or quadrants that together form its basic framewditke
original Kaplan BSC’s quadrants included financial,
internal business process, consumer and learnird) an
growth. Dr.George Pink led a Canadian team in agpied

a BSC especially for hospital systems. This extensi
project developed a comprehensive system wide trepor
hospital performance t adapted from the balance&ores

card framework, as shown in figure 7.3.
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Financial Performance & Clinical Utilization &
Condition Outcomes

System Integration &

Patient Satisfaction Change

Figure 7.3 Balance scorecard

4. Capacity driven ABC approach this emphasis on agpac
In healthcare capacity is most applicable duriraytsip.
Overall potential capacity is recognized as totsources

and is divided into overall time unit capacity.

5. Activity Based Management and Time driven ABC shoul

be the emphasis of this sector.

7.6.2 Labour

1. Human Resource Management should form part of the
sector.

2. Doctors should be enrolled in the payroll mechanvgi

scales ranging according to their qualificationsd an

expertise.

3. Bed size, average patient size of the hospitalramdber of

doctors should be correlated.
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Paramedical and other medical support staff shdadd

managed alongside the bed size.

Technical staff should be appointed to the propartof

demand of the patient size in the hospital.

In case of the non-medical staff, the area (spatehe
hospital, the medical departments served by thpitadsnd
the patient folk of the hospital plays a signifitaale in

determining the number of staff.

The consistency in multi-tasking of well qualifigniman
power should be maintained in the hospital fordretost

efficiency.

7.6.3 Material

Cost for medicines and consumables play a dyngasicin

building the cost structure of the hospital.

1.

There should be brand limit or consistency in tamber of
brands for the medicines supplied from the hospittlis

suggest to be within three to five brands in number

The generic name for the medicines should be atiahd
not focusing the brand of the medicine. The branage for
the medicines often create a huge cost for theitabsp
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3. The regulatory authority including drug control wégors
and the above mentioned governing body should asgul

the scenario of price mechanism.

4, Consumables utilized by the hospitals should bellatgd
by the price and quality control regulators andsinsen the

above pointed brand management.
7.6.4 Overhead

1. Appropriate technology should be made use of by the

hospitals.

2. Patient size, place of residence and bed sizeeohtispital
should be the criteria for installing the techngldgr the
hospital.

3. For the cost of electricity, reengineering mechanisgithin

the hospital should be a matter of renovation.
7.6.5 Implications

1. A governing body including members from different
spheres should be developed. Rather than focusinipe
providers and payers of the sector, the stakelwlisleould
form part of the body. There should be sub divisidor

payroll, technology and quality indicators.
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The functioning of scientific cost management, a
monitoring mechanism both internal and external ato

hospital should be established.

From the government perspective, a regulatory nmesimra
for the private hospitals should be made, focusingthe
transparency of price mechanism, the bed size pteahfor
the hospitals and pinpointing the service qualitythb

medical and non-medical.

Justification in the technological and facility ligation
should be ensured through the target market of the

hospitals.

Hospitals should be made aware of strategic cost
management, educated about the relevance of cost

consciousness by the aforesaid governing body.

There should be a quality ranking system for thieape
hospitals in Kerala.

Clinical establishment bill to be part of the secto

Referral system should be emphasized to bring terbet

medical outcome and to evacuate overcrowding.

Private primary health care should be provided with
subsidies by tdhe government, as they lay the lwackiof

our economy.
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10.

11.

12.

13.

Emphasis to be contributed for implementing ABC

technique.

Health insurance should be prevail at every noakamner
of the sector and patients should be educated atheut

same.

Putting a cap on doctors’ charge, affordability acwbt

effectiveness should play vital in the pricing maaism.

Provider’'s profit such as radiology, laboratory,aphacy
and ambulatory surgery are the ones most vulnertble
poaching. There should an intense monitoring meashan
from the drug controls regulatory and the aforesaid

governing body.

7.7 Scope for Further Research

Further research can focus studying the effect haf t

variables used in the study in the others sectbitheo economy.

Following are few areas were further research eafotused:

1.

ABC of healthcare services.

Time driven ABC for laboratory services

Healthcare services cost of quality in the coopegat
hospital of Kerala.

Cost benefit analysis of Quality accredited hospita
Labour productivity — payroll mechanism for Doctors

Life cycle costing of hospitals.
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10.

11.

12.

13.

14.
15.

Marketing strategies of private hospitals.

Pharma industry- cost benefit analysis

Health insurance and its arena in building therd#bility
for the patients.

Cost management approaches in medical tourisrnorset
Kerala

Outsourcing of medical support services — cost robnt
mechanism

Value Engineering — a control mechanism of heatthca
services.

Overhead cost analysis — TDABC

Lean Management of hospitals.

Pattern of patients’ switching behavior.

Above mentioned are few areas for research. Cost

management provides a plethora of reseach insifgwsguestions

that figure out are as follows:

What burdens the growth of General hospital?
Is cost a matter of pricing policy in healthcarete?

What triggers the switchover tendency among theepist

for various healthcare services?

Cost has become a matter for survival in thisseethich

brings the relevance of this study and initiatesimonore concepts

to be covered for further scope.
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Appendix |
INTERVIEW SCHEDULE

(Hospital Management)

Hospital Name: Type:

Ownership: Sole (Medical/Non-Medical) / Partnerghipst/
Company/Corporate

No. of Departments: Quiality Accreditation: Yes__ /No

No. Of Years Hospital being established: Bed Caypac

Average occupancy per day: OP- IP-

Average monthly:
Lab Test X-Ray Surgery

1. What isValue in healthcare according to your organisation?
(Proportion in 100 points)
a. Cost [ ] b. Quality [ ]
c. Brand [ ] d. Facilites [ ]

2. Does the consumers take Medical Insurance lisfefi

3. What is the pricing strategy of your organisa®o

a. Rule of thumb [ ]
b. Market ruled [ ]
c. Cost based pricing [ ]
d. Target pricing [ ]

4. How do you rate the importance of cost managémmeyour
organisation?
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What causes cost in your institution? (Propartio 100
points)

a. Material [ ]
b. Doctors [ ]
c. Other staffs [ ]
d. Technology [ ]
e. Quality [ ]

Pricing of services are often targeted by coresuwromplaints.

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally [ ]
e. Sometimes [ ] f. Rarely [ ]
e. Never [ ]

Technology has dominated the healthcare industry

a. Always [ 1 b.Frequently [ ]

c. Often [ T d. Occasionally [ ]

e. Sometimes [ 1 f Rarely [ ]

e. Never [ ]

Manpower has been taken over by technology ialthieare
sector.

a. Strongly Agree [ ]

b. Agree [ ]

c. Somewhat Agree [ ]
d. Neither Agree or disagree [ ]
e. Somewhat Disagree [ ]
f. Disagree [ ]
g. Strongly Disagree [ ]
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9.

10.

11.

12.

13.

14.

15.

16.

The technology used is appropriate to its seraiod the price
is increased thereby.

a. Always [ ] b.Frequently [ ]
c. Often [ ] d. Occasionally [ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

How do you rate your organization’s competitapacity?

How does the following criteria evaluate a svin your
organisation? (Proportion in 100 points)

a. Consumer satisfaction [ 1] b.Cost [ ]
c. Quality [ ] d. Brand [ ]
Cost has been a matter of the organisatiorcsgrpolicy.

a. Always [ 1 b.Frequently [ ]
c. Often [ ] d. Occasionally [ ]
e. Sometimes [ 1] f Rarely [ ]
g. Never [ ]

Has evaluation of cost part of your periodiagbice?

a. Yes [ ] b. No [ ]

If yes, what is the periodicity?

a. Daily [ ] b. Weekly [ ]
c. Fortnightly [ ] d. Monthly [ ]
e. Quarterly [ ] f. Half Yearly [ ]
g. Annually [ ]

Which departments earn the highest profit?

Which departments earn the highest loss?
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17. What is the margin for indirect expenses inryarganization?

18. What is the proportion of cost elements for thkowing

services?

Sl. :

No. Services Cost Elemen
M

1. Consultation service | L
O
M

2. Surgical service L
O
M

3. Radiology service L
O
M

4. Laboratory service L
O

19. There is an important role for cost in competit

20.

a.

@ ~o oo T

Strongly Agree

Agree

Somewhat Agree

Neither Agree or disagree

Somewhat Disagree

Disagree

Strongly Disagree

[ ]
[ ]
[ ]
[ ]
[ ]
[ ]
[ ]

ts

What is the cost dominance level in choosisgraice of your
organisation?
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21.

22.

23.

24,

®Q o p

Cost planning has been part of the managementigon.
a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

Execution of cost planning is considered altien the
organisation.

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

Is there a costing system present in your asgaon?

a. Yes [ ] b. No [ ]

If yes, are you satisfied with the costing egs?

a. Completely Satisfied [ ]

b. Mostly Satisfied [ ]

c. Somewhat Satisfied [ ]

d. Neither Satisfied or Dissatisfied [ ]

e. Somewhat Dissatisfied [ ]

f.  Mostly Dissatisfied [ ]

g. Completely Dissatisfied [ ]

The current cost appropriation method of thganization is
acceptable.

Always [ ] b. Frequently [ ]
Often [ ] d. Occasionally [ ]
Never [ ] f. Rarely [ ]
Sometimes [ ]
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26.

27.

28.

29.

30.

31.

32.

Benchmarking is a part of the management system

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

On what basis benchmarking criteria is detegqifn

a. Strongest Competitor [ ]

b. Best Practice [ ]

c. Other

The organisation has consulted for a betterrnasagement.
a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

Redesigning is a part of the control techniquie the
organisation.

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

How much cost reduction is possible by redesgrthe
service? (in percentage)

Which of the following is mostly centred for dieal services?
a. CostCentre [ ] b. Profit Centre [ ]

Which of the following is mostly centred for dieal support
services?

a. Cost Centre [ 1 b Profit Centre [ ]
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33. What remedies are followed to improve the zdtion?

34. What is the level of cost optimization for thelowing

service?
Sl. No. Services Percentage
1 Consultation service
2. Surgical service
3 Radiology service
4. Laboratory service

35. How much priority do you attach for cost redwc?

VeryMuch O O O O O O O Notatall
7 6 5 4 3 2 1

36. Real and permanent reduction influence bettaragement.

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]
37. Recording cost has been manageable in redaostg

a. Always [ ] g. Never [ ]
c. Often [ ] d. Occasionally[ ]
b. Frequently [ ] f. Rarely [ ]

e. Sometimes [ ]
38. The organisational services are valued sepwrate

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]
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39

40.

41.

42.

43.

44,

45,

What is the level of importance given for valyithe service?
(in percentage)

An alternative material chosen has greatly ghdrthe cost.

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

An alternative labour chosen has greatly changedadist.
a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

What factors are chosen as favourable situafimn an
alternative?

Bulk Purchase is a tactic in cost reduction.

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

What is the level of change in cost influenced hykb
purchase?

What kind of materials are protected by bulk pusgta
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46.

47.

48.

49.

50.

51.

Outsourcing is influential to the techniques oftcamntrol.

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

Are you aware of the ABC costing technique?
a. Yes [ ] b. No [ ]

Do you think such a method can improve the cosyafr
service?

VeryMuch O O O O O O O Notatall
7 6 5 4 3 2 1

ABC evaluates better costing technique for heaithsactor.

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]

What is the percentage of resource consumpfitonthe
following Services?

S.No Services Percentdge
1. | Medical Services

2. | Medical Support Services
3. | Non - Medical Support Services

Does measure of activities follow your costing eys?

a. Always [ ] b. Frequently [ ]
c. Often [ ] d. Occasionally[ ]
e. Sometimes [ ] f. Rarely [ ]
g. Never [ ]
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52. What are the activities involved in each of tledowing
services?

S.No Services Activity

1. Consultation service|  Activity |

Activity 1l

Activity 11l

Activity IV

Activity V

2. Surgical service Activity |

Activity 1l

Activity 11l

Activity IV

Activity V

Activity VI

Activity VII

Activity VIII

Activity 1X

3. Radiology service Activity |

Activity 1l

Activity 11l

Activity IV

Activity V

4. Laboratory service Activity |

Activity 1l

Activity 11l

Activity IV

Activity V

53. Name three drivers mostly used to analyse eaellcost.
a.

b.

C.

54. Which among the following are your considergt/ets in
cost?

a. Duration of surgery [ ]
b. Cost per surgery [ ]
c. Number of surgery [ ]
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55.

~T T Sae oo

m.

Hour of stay [ ]
Department wise number of investigation [ ]
Number of hours for which AC is working [ ]
Proportionate area and calculation of common arga|
Cost of power based on number of service done [ ]
Number of sessions per patient [ ]
Cost per admission per day [ ]
Cost per hour [ ]
Cost per day per bed [ ]

Type of surgery [ ]

What are the major identifiable cost drivers tfee following
services?

S.No Services Cost Drivs

11%
—_

1. Consultation servicel.
2.
3

2. Surgical service 1.

2.
3.

3. Radiology service 1.

w N

4, Laboratory service| 1.

w N

56. What is the level of public influence in your butige
preparation? (in percentage)
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57.

58.

59.

60.

61.

62.

Pricing the services have mutual interest withit@leaviour of
the public.

VeryMuch O O O O O O O Notatall
7 6 5 4 3 2 1

What is the level of price ruled by the competifor@n
percentage)

What is the priority given for the consumers’ bebav while
costing a service?

VeryMuch O O O O O O O Notatall
7 6 5 4 3 2 1
To what extent does a change in price affect tgarusation?
VeryMuch O O O O O O O Notatall
7 6 5 4 3 2 1

What is the level of organisation’s awarenedsout
consumers’ cost consciousness? (in percentage)

How do you rate the price sensitivity of yomnsumers? (in
percentage)
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Appendix Il

INTERVIEW SCHEDULE

(Patient)
Age: Income: Gender:
No. of Visits: 1-3[ 1 3-6 [ ] 6-9 [ ]9-12 [ ] Above 12[ ]
Residence: Rural [ ] Semi—Urban [ ] Urbjan]

Social Class: Lowerclass [ ] Middle lower ][
Middle middle[ ] Middle upper [ ]
Upperclass [ ]
1. Which of the following services have you been for?
a) Consultation Service [ ]
b) Surgical Service [ ]
C) Laboratory Service [ ]
d) Radiology Service [ ]
e) Any Other

2. What is the total cost for the service attained?
a) Below Rs.2000 [ ]
b) Rs.2000 — Rs. 5000 [ ]
C) Rs. 50000 — Rs. 10000 [ ]
d) Rs. 50000 — Rs. 10000 [ ]
d) Above 20000 [ ]
3. Cost of the service is within the budgeted amount.
a. Always [ ] b. Often [ ]
c. Sometimes [ ] d. Rarely [ ]
e. Never [ ]
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Which of the elements do you think cost more oftera
service?

(Rank according to your preference)
a) Consumables [ ]

b) Doctors [ ]
c) Nurses [ ]
d) Electricity [ ]
e) Housekeeping [ ]
d) Equipment [ ]
e) Other [ ]

For choosing a hospital, detailed analysis on thantial
aspects is done

a) Always [ ] b) Often [ ]
c) Sometimes [ ] d) Rarely [ ]
e) Never [ ]

Mark the level of your preference for a visit te@ thospital.
[Mark in 100 points]

a) Convenience[ ] c) Affordable [ ]

b) Time [ ] d) Anyother
Do you think you are charged more for the service?

a) 80% -100% [ ] b) 60%-80% [ ]
c) 40%-60% [ ] d 20%-40% [ ]

e) 0%-20% [ ]

What is the transparency level of price?

a) 80%-100% [ ] b) 60%-80% [ ]
c) 40%-60% [ ] d 20%-40% [ ]
e) 0%-20 [ ]
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10.

11.

12.

13.

14.

What is cost according to your terms in a hospital?
[Mark in 100 points]

a) Expenses [ ] b) Time [ ]
c) Quality [ ] d) Other [ ]
How do you rate your price sensitivity?

a) 80%-100% [ ] b) 60%-80% [ ]
c) 40%-60% [ ] d 20%-40% [ ]

e) 0%-20% [ ]

Are you satisfied with the current pricing system?

a) 80%-100% ][ ] b) 60%-80% [ ]
c) 40%-60% [ ] d 20%-40% [ ]
e) 0%-20% [ ]

The services are fairly charged.

a) Everytime [ ] b) Usually [ ]
c) Frequently [ ] d) Sometimes [ ]
e) Occasionally[ ] f) Rarely [ ]
g) Never [ ]

The hospital is often targeted by consumer comidaim
pricing of services.

a) Always [ ] b) Often [ ]
c) Sometimes [ ] d) Rarely [ ]
e) Never [ ]

Is quality effective in the organisation?

a) 80%-100%][ ] b) 60%-80% [ ]
c) 40%-60% [ ] d 20%-40% [ ]

e) 0%-20% [ ]
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15.

16.

17.

18.

19.

Pricing the services have mutual interest withldekaviour
of the public.

a) Extremely Influential [ ]
b) Very Influential [ ]
c) Somewhat Influential [ ]
d) Slightly Influential [ ]
e) Not at all Influential [ ]

At what level of difference do you make a shateer from
the hospital? (in percentage)

Price comparison for the service is part of oty a
hospital.

a) Always [ ] b) Often [ ]
c) Sometimes [ ] d) Rarely [ ]
e) Never [ ]

Are you a Medical Insurance policy holder?

a) Yes [ ] b)No [ ]

Rate the difference in price for a medical rasge holder.
a) 80%-100%][ ] b) 60%-80% [ ]
c) 40%-60% [ ] d 20%-40% [ ]

e) 0%-20% [ ]
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