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ABSTRACT

This paper describes the use of some management accounting technologies in 

three Malaysian hospitals in the Northern region. Results of interviews with decision 

support specialists and medical experts revealed their focus of practices on strategic 

management accounting (SMA). Survey responses were also sought from each 

hospital delineating basic organisational information and detailed data on SMA 

practices through questionnaire distribution. Our attention is focused on the 

benchmarking of management accounting best practices of these hospitals to derive a 

set of outstanding practices that can serve as bases for possible adoption by other 

health service organisations. Comparative analysis is presented to show differences 

of SMA application in individual hospital setting. The fundamental differences 

between the model hospital and two other hospitals have been identified mainly on 

the managerial approaches and the extent of application of SMA in managing 

business operations and improving decision-making functions. The model hospital 

has been identified based on merit of best practices in its business solution. 

Desirability of individual hospitals towards SMA is separately analysed with 

emphasis on areas or functions of application.

We engaged a case study approach with heavy reliance on formal interview 

and survey responses from key decision makers and informal interviews with 

supporting staff of the hospitals to understand their management accounting practices. 

Secondary data from annual reports, internal reports and media releases have also 

been sought to enhance the desirability of the findings discussed.
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Our findings revealed that the extent of SMA practices of model hospital 

exceeded those of two other hospitals. Although we notice that every hospital under 

study places emphasis on SMA technologies, phenomenal practices of the model 

hospital are evident. Its seriousness and continuous application of SMA technologies 

particularly of those sophisticated ones should be taken as yardstick for possible 

replication or reference by other health service organisations. At the end of this 

paper, we proposed a benchmarking model that concerns some areas or functions 

whereby competitive search of outstanding managerial practices in health service 

organisations is greatly emphasised. We have constructed a benchmarking model 

based on the needs to undertake benchmarking as a continuous improvement activity 

in health service organisations. This is directed towards helping others in achieving 

the desired business results by strategically positioning themselves into SMA 

practices in making informed decisions in their business undertakings. This paper 

also examines issues and challenges confronting these hospitals and assesses the 

potential role of incorporating SMA in their practice despite the reforms of individual 

hospitals.

IX



TABLE OF CONTENTS

Approval Page.........................................................................................................ii
Submission Page.................................................................................................... v
Project Team Members...........................................................................................vi
Acknowledgements................................................................................................ vii
Abstract....................................................................................................................viii
List of Tables..........................................................................................................xii
List of Figures.........................................................................................................xiv
List of Abbreviations..............................................................................................xv

CHAPTER ONE: INTRODUCTION................................................................ I
1.1 Introduction ......................................................................................... I
1.2 Motivation of the Study....................................................................... 7
1.3 Background of the Study..................................................................... 11
1.4 Objectives of the Study....................................................................... 19
1.5 Organisation of the Study.................................................................... 20
1.6 Summary of the Chapter...................................................................... 21

CHAPTER TWO: LITERATURE REVIEW.................................................. 22
2.1 Introduction........................................................................................... 22
2.2 Management Accounting Concept........................................................ 22
2.3 Strategic Management Accounting (SMA)..........................................25
2.4 Benchmarking Practices........................................................................35
2.5 Organisational Performance................................................................. 42
2.6 Malaysian Healthcare System............................................................... 46
2.7 Summary of the Chapter........................................................................48

CHAPTER THREE: RESEARCH METHODOLOGY................................. 49
3.1 Introduction................................................................. ........................ 49
3.2 Research Setting.................................................................................. 49
3.3 Data Collection.....................................................................................51
3.4 Research Framework............................................................................ 52
3.5 Contribution of the Study.................................................................... 54
3.6 Summary of the Chapter.......................................................................55

CHAPTER FOUR: RESULTS AND DISCUSSIONS.....................................56
4.1 Introduction ......................................................................................... 56
4.2 Ipoh Specialist Hospital (ISH)............................................................. 57

4.2.1 Background of ISH............................................................... 57
4.2.2 Hospital Administration in ISH............................................ 61
4.2.3 SMA Best Practices in ISH...................................................63

4.2.3.1 Benchmarking......................................................65
4.2.3.2 Activity-Based Costing/Management (ABC/M). 70
4.2.3.3 Balanced Scorecard (BSC)..................................76
4.2.3.4 Total Quality Management (TQM).....................81

4.2.4 Issues of Management Accounting Practices in ISH...........87
4.2.5 Reforms at ISH......................................................................87
4.2.6 Conclusion............................................................................ I 04

X


	BENCHMARKING OF MANAGEMENT ACCOUNTING BEST PRACTICES AS AN ALTERNATIVE CONTINUOUS IMPROVEMENT ACTIVITY IN HEALTH SERVICE ORGANISATIONS: THE CASE OF MALAYSIAN HOSPITALS INTHE NORTHERN REGION
	ACKNOWLEDGMENTS
	ABSTRACT
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	CHAPTER 1 INTRODUCTION
	1.1 INTRODUCTION
	1.2 MOTIVATION OF THE STUDY
	1.3 BACKGROUND OF THE STUDY
	1.4 OBJECTIVES OF THE STUDY
	1.5 ORGANISATION OF THE STUDY
	1.6 SUMMARY OF THE CHAPTER

	CHAPTER 2 LITERATURE REVIEW
	2.1 INTRODUCTION
	2.2 MANAGEMENT ACCOUNTING CONCEPT
	2.3 STRATEGIC MANAGEMENT ACCOUNTING (SMA)
	2.4 BENCHMARKING PRACTICES
	2.5 ORGANISATIONAL PERFORMANCE
	2.6 MALAYSIAN HEALTHCARE SYSTEM
	2.7 SUMMARY OF THE CHAPTER

	CHAPTER 3 RESEARCH METHODOLOGY
	3.1 INTRODUCTION
	3.2 RESEARCH SETTING
	3.3 DATA COLLECTION
	3.4 RESEARCH FRAMEWORK
	3.5 CONTRIBUTION OF THE STUDY
	3.6 SUMMARY OF THE CHAPTER

	CHAPTER 4 RESULTS AND DISCUSSIONS
	4.1 INTRODUCTION
	4.2 IPOH SPECIALIST HOSPITAL (ISH)
	4.2.1 BACKGROUND OF ISH
	4.2.2 HOSPITAL ADMINISTRATION IN ISH
	4.2.3 SMA BEST PRACTICES IN ISH
	4.2.3.1 BENCHMARKING
	4.2.3.2 ACTIVITY BASED COSTING/ MANAGEMENT (ABC/M)
	4.2.3.3 BALANCED SCORECARD (BSC)
	4.2.3.4 TOTAL QUALITY MANAGEMENT (TQM)

	4.2.4 ISSUES OF MANAGEMENT ACCOUNTING PRACTICES IN ISH
	4.2.5 REFORMS AT ISH
	4.2.6 CONCLUSION

	4.3 LAM WAH EE HOSPITAL (LWEH)
	4.3.1 BACKGROUND OF LWEH
	4.3.2 HOSPITAL ADMINISTRATION IN LWEH
	4.3.3 SMA PRACTICES IN LWEH
	4.3.3.1 BENCHMARKING
	4.3.3.2 ACTIVITY BASED COSTING/ MANAGEMENT (ABC/M)
	4.3.3.3 BALANCED SCORECARD (BSC)
	4.3.3.4 TOTAL QUALITY MANAGEMENT (TQM)

	4.3.4 ISSUES OF MANAGEMENT ACCOUNTING PRACTICES IN LWEH
	4.3.5 REFORMS AT LWEH
	4.3.6 CONCLUSION

	4.4 PANTAI HOSPITAL PENANG (PHP)
	4.4.1 BACKGROUND OF PHP
	4.4.2 HOSPITAL ADMINISTRATION IN PHP
	4.4.3 SMA PRACTICES IN PHP
	4.4.3.1 BENCHMARKING
	4.4.3.2 ACTIVITY BASED COSTING/ MANAGEMENT (ABC/M)
	4.4.3.3 BALANCED SCORECARD (BSC)
	4.4.3.4 TOTAL QUALITY MANAGEMENT (TQM)

	4.4.4 ISSUES OF MANAGEMENT ACCOUNTING PRACTICES IN PHP
	4.4.5 REFORMS AT PHP
	4.4.6 CONCLUSION

	4.5 COMPARATIVE ANALYSIS OF SMA PRACTICES
	4.6 DETERMINANTS OF SMA BEST PRACTICES IN ISH
	4.6.1 INFORMATION MANAGEMENT
	4.6.2 STRIVING FOR CONTINUOUS IMPROVEMENT
	4.6.3 MEDIATING FOR COMPLEXITY AND CHANGE
	4.6.4 MANAGEMENT ACCOUNTING AS DECISION-SUPPORT TOOLS

	4.7 PROPOSED MODEL ON BENCHMARKING OF MANAGEMENT ACCOUNTING BEST PRACTICES FOR HEALTH SERVICE ORGANISATIONS
	4.8 SUMMARY OF THE CHAPTER

	CHAPTER 5 CONCLUSION
	5.1 INTRODUCTION
	5.2 CONCLUSION
	5.3 LIMITATION OF THE STUDY
	5.4 FUTURE DIRECTION OF THE STUDY
	5.5 SUMMARY OF THE CHAPTER

	REFERENCES



