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Abstract

Competition in healthcare industry is increasingly becoming stiffer in many countries around the world. With the ever
increasing number of private hospitals, cut-throat competition and the changing patient’s needs is compelling administrators to
pursue new strategies to remain relevant in the market. Moreover, patients are becoming more and more price sensitive due to
economic dynamics globally. This has seen price taking center stage as an element of differentiation for hospitals’ products in
the market. Moreover, private hospitals are increasingly adopting the hotel pricing strategies with various packages which
includes accommodation and meals for patients and their relatives. Charges for medical services may be limited in variations
but major differences in pricing are brought about by the charges for non-medical services such as accommodation categorized
under general wards, private wards and VIP wards. This is all geared towards creating a more flexible pricing system with
various packages to cater for the different needs of patients and their relatives to enhance their overall satisfaction. Despite the
relevance of the concept of price as tool for differentiation, it has not been fully embraced by all Kenyan hospitals. This paper
investigated whether price has any influence on patients’ choice of private hospitals. The results indicated that price had an
inverse relationship with patients’ choice of private hospital (r=-0.483, P=0.000) and that patients and their relatives were
more likely to choose hospitals that charged relatively lower prices.

Key words: Prices, Patients Choices, Hospitals

1. Introduction

Pricing is a crucial determinant of customer satisfaction in the service industry given the unique characteristics of services
hence has attracted overwhelming attention in research (Kotler, 2010). This is because it’s one of the elements consumers use in
evaluating service quality (Martin, Helen and Margaret, 1994). Therefore, consumers of products and services tend to be more
satisfied when they receive value for their money in the products provided to them which then becomes vital in making post
purchase decisions (Kotler, 2010).

Nicolaides and Zigiriadis (2011) examined medical tourism as an important niche of Tourism development in S. Africa. The
study results indicated that many patients travel globally from one country to the other seeking more affordable and quality
medical services. This view is also shared by Sheehan (2006), Bookman and Bookman (2007) and Deloitte (2008). Additionally,
the results revealed that there is now a trend reversal as patients from developed countries seek more affordable medical care in
developing countries like India and South Africa. Patients from highly industrialized nations like the USA and Britain are often
attracted to overseas hospitals and clinics by the relatively low cost of medical care. Some patients are prepared to leave their
country and have a procedure performed in another country where healthcare products and service standards are more affordable.

Susanne et al., (2012) assessed health tourism in the Swiss market. In their study, they found that the international tourist
traffic of patients is driven by the desire to obtain medical services abroad for various reasons with one being the lower cost of
services abroad. The results also indicated that these are trends expected to continue in the next decades and is projected to be the
new economic power in travel industry. This view is shared by Jayesh and Renuka, (2010); Tolga and Jiju, (2006) and John and
Brian (1995). In addition, the study outcomes indicated that setting price very high in hospitals may lead to loss of patient volume.
Finally, the results revealed that the average cost of private health care is nearly eight times the cost in the public sector in the
Western countries. Despite the high prices charged, more private hospitals are still coming up indicating availability of market.

Delnoij et al., (2010) in their study on the Dutch consumer quality index found out that in order to choose which hospital to go
to, patients search for comparative information and price is one of such aspects. This view is shared by Lim and Tang (2000) and
Baltussen et al. (2002). In addition, the results indicated that the perception and expectations of patients which is key in their
decision making process is greatly influenced by the prices set in a hospital. Finally, the perceived product and service quality in a
hospital is influenced by financial accessibility of the health facility.
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From, this review, it’s evident that most studies on how price influences patient’s choice of hospitals have been carried out in
the western countries and other parts of the world. From the studies it’s clear that price is a major consideration in choice of
hospitals by patients. However, very little in terms of research has been done on the same in most African countries and Kenya is
no exception. This study sought to fill two gaps, firstly by assessing whether price influences patient choice of hospitals in
Kenya’s Mombasa County. Secondly, it’s also clear from the review that private hospitals continue to get high patient volumes
despite the relatively high prices charged. However, there is scarcity of empirical information on whether hospitality products are
part of the pulling factors to private hospitals despite higher prices charged. This study hence, seeks to fill this gap by assessing
whether hospitality products are part of the aspects patients use to justify their acceptance to pay the set prices.

2. Research Methodology

Research was carried out in seven private hospitals in different constituencies across Mombasa County. Permission to carry
out the research was granted by each of the hospitals’ administrations’ through their respective hospitality departmental heads.
Questionnaires were administered and interview schedules used to collect information from the respondents accordingly.

Data was collected strictly from the in-patient randomly based on their medical conditions and ability to respond to the
questionnaires as well as the patients’ length of stay which was not less than five days and five nights. This was done with the
help of the medical staff in each hospital as the most suitable in such judgment. This was critical in ensuring that the patients were
least disturbed and that they gave informed responses since it increased their contact time with the hospitality products.

Questionnaires were distributed to the identified respondents and any assistance required by the respondents was provided to
facilitate responses within the limited time allowed. The researcher waited for the questionnaires to be filled and collected them on
the same day. This was important to minimize cases of misplaced questionnaires or may be some patients carrying them home
since it was difficult to determine the definite discharge time. Data was collected and saturation point reached after collecting 259
questionnaires hence ensuring credibility to the study.

Open ended interviews were conducted with the catering manager (n=1) and housekeeping manager (n=1) in each of the seven
hospitals. The interviews lasted approximately half an hour in the respondents’ offices due to tight operational schedules in busy

hospitals. All the managers interviewed in the seven hospitals had been in those positions longer than two years which added more
credibility to the information given.

3. Discussion of Key Findings

When the respondents across the seven hospitals were asked whether price influenced their choice of private hospital, majority
in hospital A and B indicated “no”, 76.3% and 88.6% respectively while majority in the other five hospitals indicated that price
influenced their choice of private hospitals (table 1). This finding indicate that for the patients in hospital A and B, price was not
their major determinant in choosing the hospitals while for the patients in the other five hospitals; price was a major determinant
in their choice of hospital. This implies that price sensitivity among patients vary with some of them less sensitive. With this

finding, it was imperative to establish the type of relationship that exists between price and hospital choice so as to bring out
clarity (table 1).

Table 1 Cross tabulation results for price influence on choice of hospital.
does price influence your choice of hospital * hospital group Cross tabulation
hospital group

< m @] m) w L 0]

8 8 8 8 8 8 8
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3 3 3 3 8 8 8 5]

< < < < < < < o
Does Yes Count 9 4 27 37 20 33 36 166
price % within hospital group 23.7% 11.4%  90.0% 90.2%  51.3% 91.7% 90.0% 64.1%
influence Count 29 31 3 4 19 3 4 93
your
ChOiCG 0, 1thi 1 0, 0, 0, 0, 0, 0, 0, 0,
of % within hospital group 76.3% 88.6% 10.0% 9.8% 48.7% 8.3% 10.0% 35.9%
hospital No

Count 38 35 30 41 39 36 40 259
Total

% within hospital group 100% 100% 100% 100% 100% 100% 100%  100%
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3.1 Hypothesis Testing

The following hypothesis was tested to specifically determine the kind of relationship that existed between
price and patients’ choice of private hospitals

Ho1: There is no significant relationship between price and patient’s choice of private hospital
Pearson’s correlation analysis was used to test this hypothesis

Table 2 Pearson’s Correlation Analysis Results

Price Hospital Choice
Pearson Correlation 1
Price Sig. (2-tailed)
N 259
Pearson Correlation 483" 1
Hospital Choice Sig. (2-tailed) .000
N 259 259

**_Correlation is significant at the 0.01 level (2-tailed).

The findings in table 2 above indicate that there is a relationship between price and patients’ choice of private hospital due to
the low p value (p=0.000). Specifically, price had a moderate statistically significant inverse relationship with patients’ choice of
private hospital (r=-0.483, P=0.000). From these results, the null hypothesis is rejected and the alternative accepted.

This negative relationship implies that as the price of the private hospital increases, patients’ choice of that hospital decreases.
This finding implies that the higher the price of the private hospital the lower the number of clients who are likely to choose that
hospital.

This study produced results which corroborate the findings of a great deal of previous research work in this field. For instance
Nicolaides and Zlgiriadis, 2011; Franziska et al, 2012 and Rulle 2004) in their study, found that the traffic of patients is partly
driven by the desire to obtain more affordable medical services. However, the results of this study cannot be extrapolated to all
patients since price sensitivity varies among patients.

This finding has important implications to the healthcare providers in designing strategies to improve value for their patients.
As put forward by Porter and Thomas (2013), the overarching goal for healthcare providers, as well as for every stakeholder must
be improving value for patients, where value is defined as the health outcomes achieved that matter to patients relative to the cost
of achieving those outcomes. Improving value as Porter and Thomas (2013) further noted, requires either improving one or more
outcomes without raising costs or lowering costs without compromising outcomes or both. However, these results do not explain
why some patients would prefer hospitals with higher prices even though cheaper medical care may be available elsewhere.
Future studies on this area are therefore recommended.

4. Conclusions

Price had a moderate statistically significant inverse relationship with patients’ choice of private hospital. This implies that as
the price increases, the number of patients who choose that hospital would reduce. This finding has important implications for the
healthcare providers in designing strategies to improve quality of hospitality products to ensure customers get back value for their
money. This should involve improving one or more outcomes without raising costs or lowering costs without compromising
outcomes or both.
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