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Abstract

Here we show that in the same hospital two different Management Control Systems (MCS) are operating: in high-
risk areas it is interactive, and in low-risk areas diagnostic MCS is used.
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1. Theoretical Framework

MCS (management control system) is an important part of systems that ensure that strategy as executed conforms to
strategy formulated. In low uncertainty environment one just goes by exception reporting or diagnostic control
system. Here we have mass production (product of a kind is produced in large numbers); and we monitor few key
variables such as production per day, no of rejects, and variance analysis that throws up alarm (if variances are
significantly high). In other words, goal clarity is very high.

In differentiators, the goal clarity is not high, and management engages with knowledge workers and frequently
determines what is achievable and what is not achievable, and also targets are revised frequently. This is known as
the interactive control system, and here what is used is a balanced scorecard (and this ensures that your objectives
are a good match to external and internal consistency).

Here we give its application to the medical field: high risk (uncertainty is high) cases or disciplines need to be
monitored interactively, and low-risk areas need to be monitored as per exception reporting. Here is a classic case
that in entire one hospital or organization two totally different MCS are operating (be it a cost leader or
differentiation hospital).

Hl1: MCS for the high-risk dept. (in terms of mortality and associated litigations) such as Pediatrics, Surgery,
Cardiology and Obstetrics & Gynecology is interactive with smaller times between two successive interactions or

review.

H2: MCS for low-risk dept. (in terms of mortality and associated litigations) such as Psychiatry and Orthopedics
diagnostic control system is needed.

H3: In hospitals with either cost leader or differentiated medical service both HI and H2 will be valid.
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2. Conclusion

We have given the hypotheses on types of Management Control Systems (MCS) in the context of hospitals. We are
undertaking an empirical investigation to verify the above propositions.
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