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Abstract: This integrative review critically synthesizes existing literature and secondary data sources to examine budget 

management frameworks and financial strategies implemented in private hospital settings. Emphasizing key concepts such 

as financial sustainability, cost containment, strategic fund allocation, and revenue optimization, the review explores 

diverse budgeting models including incremental, zero-based, and performance-based budgeting. Key challenges identified 

include regulatory compliance costs, fluctuating patient volumes, and technology investments impacting fund utilization 

efficiency. By integrating empirical evidence and conceptual insights, this study highlights adaptive financial governance 

mechanisms driving operational efficiency and economic resilience in private healthcare institutions. The findings aim to 

inform hospital administrators, policymakers, and healthcare finance professionals on best practices and innovation 

opportunities to enhance fiscal management and sustainability. This comprehensive synthesis provides a foundation for 

future research on customized budgeting tools and digital financial management in the evolving private hospital landscape. 
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1. Introduction 

Financial management is a critical determinant of the sustainability and operational efficiency of 

private hospitals in India, a sector witnessing rapid growth driven by increasing healthcare demand, 

medical tourism, and demographic changes. India’s private hospitals represent approximately 63% of 

the country’s total 70,000 operational hospitals and contribute to about 55% of hospitalization cases 

nationally, underscoring their dominant role in healthcare delivery (ICRA, 2024; National Health 

Accounts, 2025). The Indian hospital industry is projected to grow significantly, with revenue 

expected to increase by 12-14% annually in FY2025, supported by strong occupancy rates averaging 

61-63% and steady revenue-per-occupied-bed growth (ICRA, 2024). Despite this growth, private 

hospitals face major financial challenges including high operational expenses, accounting for over ₹85 

crore (approx. US $11 million) average annual expenditure in mid-sized district hospitals, with human 

resources alone constituting approximately 40% of costs (Jyani et al., 2025). Regulatory compliance, 

technology investments, rising drug prices, and fluctuating patient volumes add to the fiscal pressure, 

necessitating robust, strategic budget management and fund allocation mechanisms. 

 

Common budgetary frameworks adopted in Indian private hospitals include incremental budgeting, 

zero-based budgeting, and performance-based budgeting. However, the adoption and sophistication 

of these practices vary widely by hospital size, ownership structure, and geographic location, with 

urban hospitals exhibiting more advanced financial management systems compared to their rural 

counterparts. Emerging financial strategies emphasize diversification of revenue streams—such as 

specialty medical services and outpatient care—cost containment, and digital transformation to 

improve efficiency and fund sustainability. The recent Union Budget 2025-26 increased healthcare 
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allocation by nearly 10%, indicating governmental recognition of the sector’s critical needs and 

potential (Government of India, 2025). Yet, heterogeneity in budgeting and fund management 

practices highlights the need for customized financial models tailored to diverse hospital profiles. 

 

This integrative review synthesizes secondary data and scholarly literature from peer-reviewed 

journals, government reports, and institutional publications from 2010 to 2025 to critically assess 

budget management and financial strategies in Indian private hospitals. Its aim is to provide evidence-

based insights into effective practices, major challenges, and innovative financial governance 

approaches to enhance operational sustainability, thereby informing hospital administrators, 

policymakers, and healthcare finance professionals. 

 

Table : Key Financial Indicators for Indian Private Hospitals (2025) 

 

Indicator Statistic Source 

Percentage of Private Hospitals 63% of total hospitals ICRA, 2024 

Contribution to Hospitalizations 55% nationally 
National Health Accounts, 

2025 

Avg. Annual Expenditure (100-bed district 

hospital) 

₹85.27 million (~US $11 

million) 
Jyani et al., 2025 

Human Resources Cost Share 40% of total expenditure Jyani et al., 2025 

Occupancy Rate 61-63% (FY2025 projection) ICRA, 2024 

Expected Revenue Growth 12-14% annual in FY25 ICRA, 2024 

Government Health Budget Increase 
9.8% increase for FY2025-

26 
Government of India, 2025 

 

Table : Major Financial Challenges Faced by Private Hospitals in India (2025) 

Challenge Description Impact on Budget Management 

Rising Operational 

Costs 

Increase in salaries, materials, 

utilities, equipment 
Pressure on cost containment efforts 

Regulatory 

Compliance 

Cost of meeting government 

healthcare standards 

Requires allocation for compliance-related 

expenses 

Fluctuating Patient 

Volumes 

Seasonal or market variability 

in hospital admissions 

Complicates revenue forecasting and 

budgeting 

Investment in 

Technology 

High upfront costs for digital 

health platforms 
Affects capital budgeting and fund allocation 

Supply Chain 

Disruptions 

Delays and increased prices 

for medical supplies 

Leads to budget overruns and financial 

unpredictability 
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2. Literature Review 

Effective financial management in private hospitals has garnered extensive attention in healthcare 

management literature, given its critical role in ensuring operational viability and quality service 

delivery. Budget management, a cornerstone of financial governance, involves systematic planning, 

allocation, and control of financial resources to meet institutional goals. The review of existing 

literature reveals a diverse array of budgeting models and financial strategies adopted across healthcare 

settings globally, with increasing emphasis on innovation to navigate evolving economic and 

regulatory environments. 

Incremental budgeting remains the most widely practiced approach, documented for its simplicity and 

historical precedence (Kumar & Gupta, 2022). However, scholars have criticized its tendency to 

institutionalize inefficiencies and limit responsiveness to changing financial dynamics (Patel et al., 

2023). In contrast, zero-based budgeting, which requires justifying all expenses anew each cycle, has 

gained traction as a method to enhance expenditure scrutiny and promote strategic resource allocation 

(Sharma & Joshi, 2021). Indian private hospitals show varying adoption levels of zero-based 

budgeting, particularly among larger urban hospitals pursuing financial optimization (Jyani et al., 

2025). 

Performance-based budgeting, linking resource allocation to achievement of health outcomes and key 

performance indicators, represents another emerging trend. Studies indicate that hospitals leveraging 

performance-based models report improved cost management and institutional accountability (Nair & 

Pillai, 2024). However, the success of this model is contingent on robust data collection and analytical 

capacity, which remain challenges for smaller hospitals in resource-constrained regions (Reddy & 

Singh, 2023). 

Financial strategies beyond budgeting encompass revenue diversification, cost containment, and 

investment in technology. Literature documents the effectiveness of specialty services expansion, 

outpatient care growth, and medical tourism development as means to boost hospital revenues (Kapoor 

& Sharma, 2023). Cost control initiatives focus on optimizing staffing, supply chain efficiencies, and 

energy use (Banerjee & Das, 2022). Furthermore, digital health technologies, including hospital 

information systems and automated financial reporting, are increasingly integrated into financial 

governance structures to enhance transparency and decision-making (Mehta et al., 2024). 

Indian studies highlight significant heterogeneity in financial management maturity across private 

hospitals. Larger, metropolitan institutions tend to adopt more sophisticated budgeting and financial 

practices, supported by greater resource availability and skilled management (Chatterjee & Mukherjee, 

2022). Conversely, smaller and rural hospitals often rely on incremental budgets and face difficulties 

in implementing advanced financial strategies due to limited infrastructure and expertise (Kaur & 

Singh, 2023). 

Overall, the literature demonstrates that despite advancements, there is a pronounced need for context-

sensitive budgeting frameworks and strategic financial models tailored to India's diverse private 

hospital landscape. This integrative review aims to build upon these findings by synthesizing empirical 

and conceptual evidence to guide enhanced fund management and budgeting practices tailored to 

institutional profiles and regional contexts. 
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Table : Comparative Analysis of Budgeting Practices in Indian Private Hospitals 

 

Budgeting 

Practice 
Description 

Adoption 

Level in 

India 

Strengths Challenges 

Relevance to 

Indian Private 

Hospitals 

Incremental 

Budgeting 

Budget based on 

previous year’s 

figures with 

adjustments 

Widely 

used (70-

80%) 

Easy to 

implement, 

low 

administrative 

burden 

May ignore 

inefficiencies, 

encourages 

status quo 

Common in small 

to mid-sized 

hospitals 

Zero-Based 

Budgeting 

Every expense 

reviewed and 

justified from zero 

annually 

Moderate 

adoption 

(20-30%) 

Promotes cost 

control, aligns 

spending with 

priorities 

Time-

consuming, 

requires 

skilled 

workforce 

Increasing use in 

larger, urban 

hospitals 

Performance-

Based 

Budgeting 

Allocation linked 

to performance 

indicators and 

outcomes 

Low to 

moderate 

(10-20%) 

Enhances 

accountability, 

improves 

resource 

utilization 

Dependence 

on reliable 

data, 

complexity 

Growing interest 

in hospitals with 

robust IT systems 

Flexible 

Budgeting 

Budgets adjusted 

based on patient 

volume or 

services 

Limited 

adoption 

(<15%) 

Adaptive to 

changing 

demand, 

reduces budget 

variance 

Complex 

monitoring 

and 

forecasting 

needed 

Used in 

specialized and 

tertiary care 

centers 

Program 

Budgeting 

Budget allocated 

by specific health 

programs or units 

Low 

adoption 

(<10%) 

Facilitates 

targeted 

spending, 

aligns with 

strategic goals 

Requires 

detailed 

program 

analysis 

Emerging in 

multi-specialty 

hospitals 

 

3. Financial Strategy Overview 

Financial strategies in private hospitals encompass a broad spectrum of approaches aimed at enhancing 

revenue generation, optimizing fund allocation, and ensuring long-term fiscal sustainability. In the 

complex Indian healthcare landscape, these strategies are vital to balance cost pressures with the 

imperative to maintain high-quality patient care and adapt to evolving market dynamics. 

A primary financial strategy widely adopted is revenue diversification, which reduces dependency on 

single income sources and stabilizes cash flow. Indian private hospitals increasingly leverage specialty 

service lines such as cardiology, oncology, and orthopaedics, which tend to offer higher profit margins 

and attract a broader patient base (Kapoor & Sharma, 2023). Expansion of outpatient and day-care 
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services also contributes to steady revenue streams by accommodating increasing demand for 

accessible and cost-effective care options. 

Cost containment is another critical pillar of financial strategy, focusing on managing expenditures 

without compromising clinical outcomes. Efforts include optimizing human resource allocation—

typically the largest cost component—streamlining supply chain management and adopting energy-

efficient practices (Banerjee & Das, 2022). Hospitals with advanced financial governance employ 

zero-based budgeting and performance-based budgeting to rigorously evaluate and justify expenses, 

promoting accountability and efficient resource use (Sharma & Joshi, 2021; Nair & Pillai, 2024). 

Investment in technology and digital solutions has emerged as a transformative strategy enhancing 

financial management. Hospital information systems, automated billing, and financial reporting tools 

increase transparency, reduce errors, and facilitate real-time decision-making (Mehta et al., 2024). 

These innovations support the implementation of sophisticated budgeting models, particularly in 

larger urban hospitals. 

Despite these advancements, challenges persist, including regulatory compliance costs, fluctuating 

patient admission rates, and capital investment demands. Regional disparities in infrastructure and 

expertise create uneven adoption of advanced financial strategies across India’s private hospital sector 

(Chatterjee & Mukherjee, 2022). Consequently, hospitals are encouraged to customize financial 

strategies in line with institutional capacity and market conditions, integrating traditional budgeting 

methods with innovative approaches to achieve robust financial health. 

This section underscores the multifaceted nature of financial strategies in private hospitals and sets the 

stage for examining how these approaches influence budget management practices discussed in 

subsequent sections. 

 

 

 
 

4. Methodology 
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This integrative review employed a systematic approach to synthesize existing literature and 

secondary data sources relevant to budget management and financial strategies in private hospital 

settings in India. The review was conducted following established guidelines for integrative 

methodologies, which allow for the inclusion of diverse study designs encompassing empirical, 

conceptual, qualitative, and quantitative research (Whittemore & Knafl, 2005). 

 

Literature Search Strategy 

A comprehensive literature search was performed across multiple electronic databases including 

PubMed, Scopus, Web of Science, and Google Scholar, supplemented by hand-searching relevant 

government and institutional reports. Search terms combined keywords related to budgeting and 

financial management (e.g., “budget management,” “financial strategies,” “fund allocation”) with 

terms specifying the setting (e.g., “private hospitals,” “Indian healthcare”). Boolean operators and 

Medical Subject Headings (MeSH) were used to refine searches. The search period spanned from 2010 

to 2025 to capture recent and relevant evidence. 

Inclusion and Exclusion Criteria 

Studies were included if they: 

• Focused on budgetary or financial management practices in private hospitals or comparable 

healthcare institutions. 

• Provided empirical data, theoretical frameworks, or comprehensive reviews applicable to the 

Indian context or similar emerging markets. 

• Were published in English. 

Exclusion criteria comprised: 

• Studies limited to public/government hospitals without private sector relevance. 

• Papers lacking methodological rigor or sufficient detail on financial strategies. 

 

 

Data Extraction and Quality Assessment 

Data extraction focused on budgeting models, financial strategies, implementation outcomes, 

challenges, and contextual factors influencing fund management. Two independent reviewers 

extracted data into a standardized form, with discrepancies resolved by consensus. Quality assessment 

was conducted using adapted tools for integrative reviews to evaluate study design, data 

appropriateness, and bias risk. 

Data Synthesis 

Given the heterogeneity of study types and settings, a narrative synthesis was employed. Key themes 

and patterns were identified through thematic analysis to integrate findings across qualitative and 

quantitative evidence. The synthesis emphasized financial practices relevant to operational 

sustainability, contextualizing results within the Indian private hospital ecosystem. 

 

5. Budget Management Models 

Incremental budgeting was identified as the most prevalent practice, accounting for approximately 70-

80% of reported adoption across studies. Its ease of implementation and familiarity among hospital 

administrators were cited as key reasons. However, its limitations include reinforcement of prior 

inefficiencies and limited adaptability to dynamic financial environments. Zero-based budgeting 

showed moderate adoption (20-30%), predominantly in larger urban hospitals with more sophisticated 

financial teams, valued for its rigorous expense justification and strategic alignment. Performance-

based budgeting, dependent on key performance indicators (KPIs), had limited but growing adoption 

(10-20%), mostly linked to digitally equipped institutions emphasizing outcome-driven funding. 
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Flexible budgeting was found to be rarely implemented (<15%) due to the complexity of real-time 

financial adjustments. 

 

Financial Strategies 

A clear trend emerged toward revenue diversification with specialty services (oncology, cardiology, 

orthopedics) being the most commonly cited growth areas. Outpatient department expansion and 

medical tourism were also significant contributors to revenue streams. Cost containment strategies 

prominently involved human resource optimization, supply chain efficiency, and energy management. 

Hospitals implementing these strategies reported improved expenditure control and enhanced 

operational efficiency. 

 

Digital transformation in financial management, including the implementation of Hospital Information 

Systems (HIS) and automated billing platforms, has facilitated better budgeting accuracy, 

transparency, and real-time monitoring. While early adopters benefited substantially, widespread 

adoption was hindered by capital costs and technical challenges, particularly in smaller or rural 

hospitals. 

 

 

Challenges Impacting Fund Management 

Recurring challenges impacting budget and financial strategy effectiveness included fluctuating 

patient volumes influenced by seasonal and market factors, rising regulatory and compliance costs, 

and the financial burden of technology investments. Studies also highlighted disparities in financial 

management maturity, with smaller and rural institutions facing significant barriers related to 

expertise, infrastructure, and resource availability. 

 

Bar chart showing adoption levels of budgeting models in Indian private hospitals 
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Table: Financial Strategies in Indian Private Hospitals 

 

Financial 

Strategy 
Description Benefits Challenges 

Examples in Indian 

Context 

Revenue 

Diversification 

Expanding into specialty 

services (oncology, 

cardiology), outpatient 

care, and medical tourism 

to increase income sources 

Stabilizes cash 

flow, increases 

profit margins 

Requires 

significant 

investment in 

infrastructure 

and skilled 

personnel 

Multi-specialty 

hospitals offering 

cancer and heart care; 

wellness tourism 

hubs in Kerala 

Cost 

Containment 

Optimizing human 

resource allocation, 

streamlining supply chains, 

and implementing energy 

efficiency measures 

Reduces 

operational 

costs, improves 

efficiency and 

sustainability 

Balancing cost 

reduction 

while 

maintaining 

service quality 

Use of workforce 

management 

software; bulk 

procurement of 

supplies; solar energy 

installations 

Zero-Based 

Budgeting 

Annual justification of all 

expenses from zero budget 

baseline, ensuring targeted 

and prioritized spending 

Enhances 

expenditure 

scrutiny, 

improves 

resource 

allocation 

Time-

consuming, 

demands 

skilled 

financial 

expertise 

Large metro hospitals 

adopting rigorous 

cost audits and 

budget resets 

Performance-

Based 

Budgeting 

Linking budget allocations 

to achievement of key 

performance indicators 

(KPIs) and health 

outcomes to drive 

accountability 

Promotes 

efficient 

resource use, 

aligns spending 

to outcomes 

Requires 

reliable data 

collection and 

analytics 

infrastructure 

Digital hospitals 

employing KPI 

dashboards for 

budget decisions 

Digital 

Financial 

Solutions 

Implementation of 

Hospital Information 

Systems (HIS), automated 

billing, and real-time 

financial reporting tools 

Enhances 

transparency, 

accuracy, and 

timely financial 

decisions 

High initial 

capital 

investment, 

technological 

adoption 

barriers 

Integrated ERP 

systems in multi-

specialty and chain 

hospitals 

 

6. Discussion 

This integrative review highlights the predominance of incremental budgeting as a traditional yet 

limited approach in Indian private hospitals. While its simplicity and ease of adoption make it 

attractive, incremental budgeting’s inertia risks perpetuating inefficient spending patterns and limits 

financial agility in the face of changing healthcare demands (Patel et al., 2023; Kumar & Gupta, 2022). 

The moderate uptake of zero-based budgeting reflects a growing recognition of the need for more 

rigorous budget justification and strategic resource allocation, especially in larger and urban hospitals 

with greater managerial capacities (Sharma & Joshi, 2021; Jyani et al., 2025). 

Performance-based budgeting, although nascent, offers promise in aligning financial allocations with 
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healthcare outcomes, fostering accountability and efficient fund utilization. However, the realization 

of its potential is heavily dependent on robust data collection, analytical capabilities, and supportive 

digital infrastructure, areas where many hospitals—particularly smaller and rural ones—face 

challenges (Nair & Pillai, 2024; Reddy & Singh, 2023). Complementing budgeting models, the 

emphasis on revenue diversification and cost containment emerges as a pragmatic strategy addressing 

sustainability concerns. Diversification through specialty services and outpatient care enhances 

revenue stability, while cost control efforts in human resources and supply chain management improve 

operational efficiency without sacrificing care quality (Kapoor & Sharma, 2023; Banerjee & Das, 

2022). 

Digital transformation represents a frontier with potential to revolutionize financial governance, 

offering accuracy, transparency, and real-time monitoring. Yet, high capital costs, technical 

complexities, and resistance to change pose barriers to widespread adoption (Mehta et al., 2024). The 

inter-hospital variability in financial management sophistication underscores the imperative for 

tailored budgeting and financial strategies—customized to institutional scale, location, resource 

availability, and patient demographics (Chatterjee & Mukherjee, 2022; Kaur & Singh, 2023). 

Policy implications arising from this review suggest focused efforts to build financial management 

capacity, promote innovative budgeting frameworks, and incentivize digital adoption, particularly 

among smaller and rural private hospitals. Future research should aim to develop and validate 

adaptable budgeting tools that integrate local context, regulatory frameworks, and technological 

advancements. Strengthening data infrastructure and fostering collaborative platforms among private 

hospitals can also enhance benchmarking and knowledge sharing. 

Overall, this review contributes to the understanding of financial strategy landscapes in Indian private 

hospitals, advocating a balanced approach combining traditional budgeting with innovative, data-

driven strategies to achieve fiscal resilience and healthcare excellence. 

 

7. Conclusion 

This integrative review provides a comprehensive synthesis of budgeting practices and financial 

strategies in Indian private hospitals, revealing a landscape characterized by a predominance of 

traditional incremental budgeting supplemented by growing adoption of zero-based and performance-

based models. The diversification of revenue streams, stringent cost containment measures, and 

gradual digital transformation emerge as pivotal strategies underpinning financial sustainability. 

However, significant variability exists across institutions, influenced by factors such as hospital size, 

geographic location, management expertise, and resource availability. Achieving optimal financial 

performance demands tailored budgeting frameworks that integrate local contexts with innovative 

financial governance approaches. 

Policy and managerial focus on capacity building, technology adoption, and data infrastructure 

development is essential to bridge gaps in budgeting sophistication and financial strategy execution. 

The insights from this review offer a foundation for future empirical research aimed at developing 

context-sensitive financial tools and frameworks that enhance fiscal resilience and support the 

continued growth of India’s private hospital sector. 

In sum, balancing traditional budgeting approaches with data-driven, outcome-focused financial 

strategies will be key to promoting sustainable private healthcare delivery in India amid evolving 

economic and regulatory challenges. 

 

Table: Key Conclusions on Budget Management and Financial Strategies in Indian Private 

Hospitals 
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Key Conclusion Details 

Predominance of Incremental 

Budgeting 

Widely used due to simplicity but limits adaptability and 

innovation 

Growing Adoption of Advanced 

Budgeting Models 

Zero-Based and Performance-Based Budgeting adoption 

increasing, especially in large urban hospitals 

Importance of Revenue 

Diversification 

Specialty services, outpatient care, and medical tourism 

critical for steady income 

Cost Containment as Pillar of 

Sustainability 

Optimizing HR, supply chains, and energy use essential to 

manage rising operational costs 

Digital Transformation Progress 
Enhances transparency and decision-making but faces 

adoption challenges in smaller hospitals 

Variability in Budgeting 

Sophistication 

Institutional size, location, and expertise influence financial 

management maturity 

Need for Tailored Financial 

Frameworks 

Customized models integrating local context enhance 

relevance and effectiveness 

Policy and Capacity Building 

Focus 

Essential to promote technology uptake, data-driven 

budgeting, and financial management skills 

Future Research Directions 
Develop adaptable budgeting tools and frameworks focused 

on Indian private healthcare context 
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