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ABSTRACT

Cost management is the most important factor affecting the economic performance of the hospital. Good
management of costs in the short term stabilizes and balances the operating balance of the hospital and
secures the hospital in terms of liquidity. In addition, good management of costs in the long term makes the
hospital financially stable. According to the mentioned cases and increasing hospital costs, the present
study was conducted to identify and investigate the factors, drivers, and obstacles to improving cost
management. All the components identified and extracted from the articles were divided into four
dimensions (enhancing factors, prerequisites, barriers, and solutions) for improving hospital cost
management. Reviewing the results of each study showed the importance of each component in managing,
improving, and controlling hospital costs. In this regard, policymakers at the decision-making level and
managers at the executive level should pay attention to the components and dimensions affecting the
control and improvement of hospital costs according to the structure, process, and expected consequences,
and then make the necessary decision regarding their implementation.
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member countries of the Organization for
Economic Co-operation and Development
(OECD), the cost of health care has grown much
faster than their GDP [9-11]. There are ongoing
pressures in all advanced economies, including
rising healthcare costs. In addition, the

INTRODUCTION

Providing quality, safe, effective, and efficient
diagnostic and treatment services to ensure the
maintenance and promotion of the health of the
people in society is one of the important goals of
hospitals [1-3]. Hospitals in all countries as one
of the main organizations providing health

deterioration of the financial situation of
healthcare providers leads to an emphasis on

services and treatment are of special importance
in the health economy, but in developing
countries due to their infrastructure and
economic conditions and their extreme
vulnerability in facing the fluctuations of the
money and goods market, this importance
doubles [4-6]. The costs of the health system are
increasing all over the world in such a way that
with a one percent increase in GDP per capita,
health costs increase by 0.4 percent [7, 8]. In all
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cost reduction for economic survival [12-14].
Since hospitals as an important arm of health
service provision account for the majority of the
resources of the health system, this rapid and
ever-increasing cost of the health sector around
the world has led economic experts, managers,
doctors, and nurses to find ways to Navin has
challenged to limit costs [15-17]. Cost growth in
public hospitals is faster than in other sectors. In
the country of Iran, about 8.66% of the GDP
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belongs to health sector expenses, and hospital
care accounts for about 40% of government
health expenses [17, 18]. The costs and expenses
of these centers are increasing day by day, and it
is necessary to provide financial resources to
continue the activities and prevent interruptions
in the process of providing services. Therefore,
medical centers should use costing and cost
analysis to wuse resources effectively [19].
Therefore, hospital managers should think of
achieving processes and strategies that provide a
clear picture of the hospital's economic and
financial behavior and its costs for survival in
competitive and dynamic environments [19],
because one of the critical success factors in
effective health management understanding the
correctness of expenses and their control [20].
The increase in the elderly population, the
increase in chronic diseases, the use of new
technologies and methods of diagnosis and
treatment, the ever-increasing demand for
hospital services, and medical and human errors
have led to an increase in hospital costs [21].
Policymakers and managers of hospitals and
insurance organizations emphasize reducing the
length of stay of patients as an important factor
in controlling hospital costs [22]. Also, factors
such as the real increase in per capita income,
technological  innovations, = pharmaceutical
advances, comprehensive health insurance
against medical services, population increase,
and changing the structure of the health
workforce have had a significant effect on
increasing health costs [23]. According to the
results of various studies and the ever-increasing
increase in treatment costs, if there is no effective
management and control of hospital costs, the
continuation of life and the provision of services
in hospitals will be interrupted, as well as the
necessary infrastructure for informed decisions.
It will be accompanied by disruption. Therefore,
the importance of controlling, reducing, and
improving hospital costs will be clear to
everyone. Improving hospital costs can be
effective in the optimal allocation of resources,
budget reform, and tariff rate, so the current
research was conducted to identify the factors,
obstacles, and drivers of improving hospital cost
management.

RESULTS AND DISCUSSION

By carefully examining the extracted articles, the
obstacles drivers, and solutions for improving
hospital cost management were divided into 4
dimensions for review, and each of these
extracted dimensions included several factors:
(1) Factors affecting costs: factors that directly or
indirectly increase costs in the health sector and
hospitals. In addition, determining the
influencing factors on health costs can be useful
and effective in designing and choosing the best
measures and policies to manage health costs;
(2) Obstacles to controlling or managing
expenses: Obstacles that cause the lack of control
and improvement of hospital expenses. These
barriers may sometimes increase unnecessary
health costs; (3) Prerequisites for improving cost
management: prerequisites and facilities that
must exist so that managers and health
policymakers can use them to reduce and control
costs and improve costs; (4) Solutions to improve
cost management: solutions that can be used by
managers in any hospital and any area of the
health system and control unnecessary costs and
sometimes wasted costs.

The findings of the literature review showed that
there are several challenges in improving
hospital cost management, the most important of
which are: the occurrence of economic crises,
changing the age distribution of the population,
hospital overhead costs, medical and
technological advances, and human resource
costs, medical errors, waste of resources, and
lack of strong supervision. In a study conducted
by Shabani et al. [24], the two factors of
urbanization rate and the percentage of the
population aged 65 and over had the greatest
effect on increasing health costs, so with
increasing age and especially during old age, the
demand in Health care costs will increase
significantly. In their research, Masoudi Asl et al.
[25] factors: increase in inflation, change in
consumption towards brand name drugs,
creation of induced demands and unnecessary
diagnostic and therapeutic interventions, change
in lifestyle and adoption of life patterns
combined with high-risk health behaviors in the
direction of increasing health costs in Iran stated.
In his study, Pour Farrokh [26] also listed the lack
of necessary knowledge related to costing, the
lack of participation and the existence of internal
resistance, and the lack of trained human
resources as obstacles to cost management. In
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another study conducted by Sun et al [27] in
China, hospital budgeting defects lack of internal
controls, and incompatibility between the cost
accounting system and the financial management
system were cited as obstacles and problems of
cost management. In Binh and Thuy's study [28],
the complexity of the cost system in the hospital
was reported as an obstacle to cost management.
In the research conducted by Basu et al. [29] in
South Africa, the weak information system and
the lack of skill transfer were identified as
barriers to cost control and management. In
addition, in some of these studies, prerequisites
for improving cost management were
mentioned. In a study conducted by Sun et al
[27], the improvement of the financial
management system and innovative measures to
control the quality of financial management of
hospitals were introduced from the background
of cost improvement.

In the research conducted by Anderson et al. [30],
creating a competitive advantage in the value
chain strongly monitoring performance, and
giving feedback are important background
factors in cost management. In a research
conducted by Romeyke and Stummer [31], the
establishment of risk management in hospitals,
the use of clinical guidelines, and the non-
prescription of inappropriate prescriptions of
control and driving factors for cost management
are mentioned. In addition, the use of the activity-
based costing method (ABC) has been introduced
asadriver [32, 33]. Factors such as a clear picture
of the financial-economic behavior of the
hospital, creating a monitoring and control
system, recording and tracking costs, managing
the maintenance of hospital equipment,
reduction of insurance deductions, appropriate
organizational culture, and regular
organizational environment are among the
drivers of cost management in hospitals [34]. The
optimal allocation of limited resources is also
mentioned as a prerequisite for improving cost
management [35, 36]. The review of another
study indicated that factors such as increasing
the efficiency of hospitals, empowering
managers and their training, performance-based
payment to doctors and health service providers,
reforming the budget structure, controlling
hospital infections, changing medical tariffs to
global and directing resources to high-demand
health services can be a prerequisite for

improving cost management in hospitals [37]. In
addition, employee training and supervision also
play an important role in improving cost
management [29].

As was said before, the costs of the health sector
are increasing rapidly all over the world, and the
health and treatment system must have a proper
structure, competent management with high
productivity, and a correct economic vision to be
able to use the various available resources.
Among the solutions mentioned in the reviewed
articles is limiting the duration of unnecessary
hospital stays [38, 39], which will reduce the
waste of limited hospital resources and increase
the productivity of hospital beds. The next thing
is to identify the foci and Cost centers in the
hospital [40, 41] because it is necessary to know
the places where more costs are spent and the
factors that cause more costs to be spent and try
to control them. In some studies, outsourcing is
mentioned as a way to reduce and improve costs
[41]. Outsourcing will reduce operational costs
and increase productivity in the organization,
reduce overhead costs, flexibility in laws and
regulations, and focus the organization on its
core processes. In some studies, drug cost control
[42] has been introduced as an important factor
to control and improve cost management. In
addition, drug management in the hospital and
the use of generic drugs with higher quality and
lower prices are recommended [25, 41, 43, 44].
Payment based on dependent diagnostic groups
(DRG) can also be considered as a cost control
lever because they can economically help
hospitals to rationally use medical resources,
reduce operational costs, search for the most
rational clinical path, and Encourage avoiding
large prescriptions and unnecessary expensive
inspections [45]. The next factor to control and
improve costs is to reduce errors in medical
documentation [40], which requires teaching the
principles of documentation to the medical staff
and monitoring the good implementation of case-
control in the medical documentation unit [34].
In addition, proper documentation training will
reduce insurance deductions, which is
considered an important factor in improving
hospital costs [41].

The results of some studies indicate that re-
examining the internal processes of the hospital
and eliminating unnecessary steps can
contribute to reducing costs [35] because it will
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lead to the discovery identification and
elimination of activities without added value, and
this will lead to additional costs are reduced [32,
46]. In addition, increasing the efficiency of
operating rooms and maximum use of surgical
capacities in the hospital will increase income
and improve hospital costs [43]. Establishing a
costing system in the hospital [47] with
knowledge of the total cost of each activity and
details of costs [48], accurate cost estimation
[46], transparency of costs [31], monitoring of all
hospital costs and its analysis It will improve and
reduce additional costs in the hospital.

CONCLUSION

Cost management in hospitals is considered an
important and unavoidable issue. Therefore, the
factors and obstacles affecting the improvement
and management of hospital costs must be
discovered and known to improve the economic
situation, improve effectiveness, and improve the
management of hospital costs. The results of this
review study showed that important factors
affect hospital cost management. According to
the findings of the studies, it is possible to
improve the existing situation in hospitals based
on different dimensions and angles of
management principles and skills and technical
and allocation efficiency = requirements.
According to the strategic plan of each hospital
and the conditions and challenges it faces, it is
possible to decide on the presented solutions. To
manage and reduce costs, solutions can be
considered, such as: increasing the productivity
of manpower (the issue of empowering the
matching of workload with manpower), the
correct use of resources (manpower, physical
space, investments, equipment, and money),
compliance service codes of the book of relative
value of services, review of the book of relative
values of services in the hospital committee of
deductions, application of real deductions in
doctors' receipts, use of empty hospital
capacities, survey of expert doctors regarding
cost reduction strategies, identification of
potential and actual capacities in Bringing them
such as laboratory, pharmacy outpatient
prescriptions, etc., preparing a list of expenses,
prioritizing expenses, compiling the process of
monitoring repairs in hospitals, organizing
human resources and employing people in

appropriate places, reviewing contracts, paying
based on the performance of personnel in the
department. Etc. Hospital management can use
the experiences of specialists and consultants,
especially experienced and successful managers
in the field of activities in hospitals and
healthcare centers.
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