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Abstract

Here we argue that cost-effective medicare businesses are to be built incrementally, and premium medical
services are to be built in a big-bang manner. And leadership in cost leadership medicare business is people
oriented, and in premium medical service it is task oriented.
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1. Theoretical Framework

In the manufacturing field, cost leadership requires adding capacity in a big bang manner. Whereas
implementing a differentiation strategy requires incrementally adding capacity. However, it is different in
medical services (especially when it has become a commodity in India, and service cannot be stored; it has to be
produced and consumed simultaneously). The above propositions are given as hypotheses below.

H1: Hospital Capacity for low-cost medical service has to be added in an incremental manner.

H2: Hospital Capacity for premium medical service is to be added in a big bang manner.

In manufacturing set up, cost leaders use standard costing and use exception reporting (in terms of variances that
raise the alarm); whereas the differentiators use ABC costing. However, in medical services, we have the
following proposition

H3: In both low cost and premium segments of medical services, one uses ABC (activity-based costing) costing
as the flow is zigzag in both the cases.

In the context of manufacturing: cost leaders’ leadership style is task-oriented while in the context of
differentiators, it is people oriented. This aspect is almost culture invariant in the service industry. In the context
of McD (production line approach to service: Theodore Levitt: where food items are precooked) both on
customer-side (if he has the power to enforce justice) as well as internal side it will be task oriented. However in
the Indian context, in medical services it is as given below as:

H4: Leadership in low-cost medical services (in Indian conditions: where a patient takes a loan when he falls

ill: his expectations are high but due to very poor bargaining power to be demanding) is people oriented; while
in the premium segment it is task oriented.
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2. Conclusion

We have given the hypotheses on various aspects of medical services like capacity planning and evolution,
costing and accounting procedures, and the leadership style. We are undertaking an empirical investigation to
verify the above propositions.
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