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Operational costs of a hospital include all the expenses 

that are incurred in running a hospital. Level of expenses 

goes up as the level of care being provided goes up. 

Thus, a tertiary care hospital incurs more expenses per 

sanctioned bed as compared to primary or secondary care 

provider. This happens because more expensive and 

sophisticated equipment is required to provide tertiary 

care. Also, the required trained and qualified human 

resources cost more. Accreditation process also adds to 

the expenses. Apart from the fee for accreditation, 

hospitals have to implement and maintain certain quality 

parameters which are otherwise optional. 

 

Operational costs can be broadly divided into two 

categories– fixed and variable.
[1]

 Fixed costs are those 

expenses which are to be paid for by the healthcare 

facility irrespective of the fact whether patients are being 

treated or not. Examples of fixed expenses are – salary, 

rental, baseline electricity bill, property tax, loan 

instalments, AMC or CMC of the equipment, quality 

audits, accreditation fee, license fee etc. 

 

Variable costs are the expenses related to workload. 

They are related to number of activities performed. Cost 

of X Ray films consumed depends upon number of X 

Rays done. Cost of medicines consumed in treating 

patients depends upon number of patients treated. No 

expenses are to be paid for if no activity has been 

performed. For example, cost of X Ray films will be zero 

if no X Ray is done. 

 

Fixed cost of a tertiary care healthcare provider can be 

much higher than variable cost.
[2] 

 

Main costs of running a hospital are described below. 

 

Salary 

Salary of the staff constitutes a major chunk of the 

operational expenses of the hospital.
[3]

 Quantum of the 

salary remains the same irrespective of the workload or 

the bed occupancy rate of the hospital. It might not be 

possible for a healthcare provider to increase the service 

rates every year, but the employees expect a salary raise 

year on year. The institute also has to contribute to the 

ESI or provident fund of the employee. The cost to 

company of an employee is much more than what the 

employee gets in hand. 

 

Rental 

Rental of the premises has to be paid every month and it 

is not dependent on the patient load. Usually, the rental 

deeds have annual increase clause also. 
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Electricity 

Hospitals are charged at commercial rates. Electricity bill 

of the hospital can be divided into two parts. First is the 

basic bill that the institute has to pay even if there is no 

usage of the electricity. This depends on the sanctioned 

load. The billed amount goes up with the usage of 

electrical equipment. Air conditioning plants are major 

power guzzlers. Certain equipment requires continuous 

running of air conditioning plants. MRI is one such 

example. Tertiary care hospitals have very expensive and 

sophisticated medical equipment, for instance Cath Lab, 

that work best in controlled temperature and humidity 

environment. High temperatures and humidity can result 

in breakdown and massive repair expenses. 

 

In winters, hot water requirement soars. Patients are to be 

provided with hot water round the clock.  Many hospitals 

have installed solar water heaters, still they need to use 

electrical power to meet the demand. 

 

Back up plans for electricity failure also need 

investment. Many critical patients in a tertiary care 

hospital are on life support systems and electricity failure 

can adversely affect the outcome.  To override such 

situations, it is essential to have alternate source of 

energy. Usually, it is in the form of diesel electrical 

generators. Hospitals have to have generator sets which 

match the sanctioned or operational load of electricity. 

Apart from the initial investment, hospital has to bear the 

running costs also. 

 

In critical areas, power failure even for few seconds can 

be detrimental to the positive outcome or can actually 

result in patient harm. Cath Lab and operation theatres 

are such examples. Such equipment has to run on 

uninterrupted power supply (UPS). Batteries used in 

UPS have to be replaced periodically. 

 

Information Technology 

Information technology has evolved to be a major part of 

healthcare industry. All the hospitals are slowly shifting 

from paper to electronic record keeping. The electronic 

records are available to all the stakeholders at any time 

from anywhere. But for this, hospital has to invest 

heavily in hospital management softwares, servers, cloud 

storage, local area network, computers at every user 

point, firewall and office tools. Many softwares give 

option of sending SMS to patients and admitting 

consultants at various stages of patient movement. For 

that, the hospital has to purchase SMS packs. 

 

Covid has shifted the focus on to teleconsultation. 

Hospitals have to invest in such softwares that help in 

video consultations and are able to electronically 

transmit medical images, records and results of tests. 

Such software should be able to store a copy of 

transcription and also protect the contents against theft. 

 

Hospital websites play a major role in disseminating 

hospital information to general public. Websites also 

have portals for patients to seek any additional 

information or fix appointments. Domain registration, 

hosting platform, website development and periodic 

updation, entail one time and recurring expenditures. 

 

Other IT expenses include internet lines, telephone lines 

and exchange, electronic attendance marking system, 

cable connection for patient rooms and waiting areas. 

Surveillance system including CCTV cameras and DVR 

are also essential. 

 

House Keeping 

Hospitals are areas of high footfall. Tertiary care 

hospitals have more footfall than other hospitals.
[4]

 That 

means housekeeping has to be on its toes to keep the 

visitors areas clean. Patient areas are to be kept clean as 

well as are to be made germ free. For that, many 

different chemicals are used. Also, cleaning has to be 

done by color coded implements so that infection does 

not spread from one area to the other. House keeping 

teams work round the clock in hospitals and have to be 

manned accordingly. Provision of Water, Sanitation and 

Hygiene (WASH) in Indian Healthcare Facilities will 

cost million of dollars as per a study by Tseng KK, Joshi 

J, Shrivastava S, et al.
[5] 

 

Water and Sewerage 

Hospitals have to pay for the water used as well as 

sewerage connection. Hospital discharge is considered 

infective and thus the law stipulates that it should be 

treated before discharge into the public sewerage line. 

For that, hospitals need to install sewerage treatment 

plant. Initial investment is followed by recurring running 

cost. 

 

Licenses 

Every healthcare provider facility has to obtain many 

licenses to start and carry on operations. Fire safety, 

Radiation equipment like X Rays and CT scan, 

Pharmacy, ultrasound, municipal corporation are few of 

the examples for which licenses are required. Apart from 

recurring license fee, periodic inspections are required 

for maintenance of many licenses. Fire safety equipment 

has to be installed and includes smoke detectors, alarm 

display, fire extinguishers, hydrants, dedicated generator 

and pump, water tanks. The staff has to be trained in the 

usage of all such equipment. 

 

Property Tax for the building has to be paid every year 

whether the hospital is functional or not. 

 

Instalments 

Acquiring land and constructing a hospital involves huge 

capital expenditure. Equipment for a tertiary care 

hospital include very expensive machinery. It is almost 

impossible to start a project without help from finance 

institutes. Later on also, the hospital needs to change or 

upgrade costly equipment. Instalments of all such loans 

have to be paid back every month. 
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AMC/ CMC 

Almost all the costly and sophisticated equipment, 

medical as well as non-medical need to have Annual 

Maintenance Contract or Comprehensive Maintenance 

Contract. AMC and CMC come at an annual cost which 

ranges from 5% to 15% of the original cost of the 

equipment for which contract is being made. 

 

Accreditation Fee 

Hospitals in India usually go in for accreditation by 

National Accreditation Board for Hospitals and 

Healthcare Providers (NABH). Accreditation is 

acknowledgement of quality services by the hospital. 

Patients and general public can be sure about the patient 

safety and treatment protocols being followed at the 

accredited hospitals. The hospital has to pay assessment 

charges as well as annual charges to the accreditation 

body. 

 

Building maintenance 

Hospitals are high traffic zones. Consultation offices and 

waiting areas need very frequent repairs and maintenance 

activities. Supply lines, waste lines, electrical fixtures 

etcetera all need regular repairs and replacements. 

Building needs regular whitewash and paint jobs. 

 

Quality Checks 

Quality control contributes to the expenses in a big way. 

Infection control plays a significant role in preventing 

hospital acquired infections. For this staff is encouraged 

to use personal protection equipment such as gloves, 

masks, gowns, eye protection etc. Hand sanitization 

facilities are provided at every nursing station. 

Disinfection of patient furniture and medical equipment 

is done regularly. Biological surveillance of different 

areas is done on regular basis. All these activities incur 

expenditure. 

 

In laboratories, control tests are done every day. Tie up is 

done with a third party quality agency where one same 

sample is sent to all member laboratories and results 

from all are compared. Water being used in the different 

areas is regularly tested for dissolved chemicals and 

bacterial content. 

 

Manpower 

Hospital has to employee many persons who are not 

directly involved the patient care, but are equally 

important for smooth operations and quality care. These 

include quality manager, finance team, biomedical 

engineers, maintenance unit, front office team, IT people, 

in-charges for housekeeping, security etc. 

 

Welfare of the staff also adds to costs. Annual medical 

checkup is done for all the employees. All the staff gets 

vaccination against Hepatitis B. Kitchen staff is 

vaccinated against typhoid. Every needle stick injury is 

taken very seriously, the affected person is investigated 

thoroughly and gets expensive treatment. 

 

Consumables 

Consumables include medicines, single use devices, 

laboratory reagents, X Ray and CT films, and other items 

that are used during the treatment of the patient. These 

are used only if a patient is treated. These are procured 

from different vendors and are paid for after a specific 

period. Every hospital has to keep a ready stock of the 

consumables depending upon the consumption and the 

delivery time after an order has been placed with the 

vendor.  Unused stock adds to the cost of running a 

hospital. 

 

Consultants payout 

Most of the treating doctors are engaged on a share basis. 

They are paid as per the volume of work done by them. 

Many a times, a minimum assured sum is promised to 

them in case the share generated is less as per the actual 

work done. Few doctors are hired on a fixed salary. 

Share based payouts are variable expenses and come into 

play only if patients are being treated. Minimum assured 

pay and fixed salary are fixed expenses, they are incurred 

even if no patient is being treated. 

 

Laundry 

Every hospital has to maintain an inventory of patient 

linen equivalent to at least three times the beds. One set 

is being used, one is sent for wash and the third is in 

reserve. Same goes for staff uniforms and other office 

linen. In addition, buffer stock is to be kept for 

replacement of wear and tear. Laundry services like 

washing, ironing, packing and delivery add to expenses. 

 

Kitchen 

Food and beverages are needed for patients and hospital 

staff. Patients are to be served different types of food 

depending upon their diagnosis and condition. 

 

Hospitality 

Hospitality has been fully integrated with hospital 

services. Patients and their relatives expect a comfortable 

and pleasant stay in the hospital. Every special room is 

equipped with TV, AC, tea making facilities, nurse call 

bell and attached well furnished bathroom. Patients are 

provided with toiletries. 

 

Thus, we see, running a tertiary care accredited hospital 

can be a costly affair.  Fixed costs add in a major way to 

the total cost. Also, establishing and maintaining quality 

parameters adds to the cost. These added costs ensure a 

comfortable stay and quality care for the patients. 
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