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Abstract 
Financial management helps hospital managers make rational financial and administrative decisions and choose 
effective methods for spending money. Therefore, this study aims to examine hospital supervisory staff’s 
perceptions regarding the effectiveness of financial management in hospitals, with a focus on university hospitals 
in Jordan. This study used a quantitative method and employed a cross-sectional design to achieve the study aims. 
The study was conducted in teaching hospitals located in different areas of Jordan, and the study participants 
consisted of staff members who have supervisory duties. A questionnaire was developed in order to examine the 
effectiveness of financial management in hospitals, as perceived by hospital managers. The sample size was 172 
participants. The results showed that university hospitals in Jordan have effective financial management based on 
the supervisory staff's perceptions. Both budget allocation and human resources domains were effective. However, 
the results for the process and procedures domain were moderate. The results also showed that there was no 
significant difference in the mean scores according to gender (P-value= 0.66), age groups (P-value= 0.48), 
education level (P-value= 0.38), experience (P-value= 0.28), and position (P-value= 0.13). Hospital managers 
should be aware of issues related to processes and procedures and budget allocations that are likely to affect 
financial management. Hospital managers need to draw more attention to the importance of implementation of 
financial management in order to enable their hospitals to operate in a financially effective and efficient manner. 
Keywords: Financial management, hospital management, university hospitals, health systems management.  
1. Introduction 
The main functions of financial management include securing, controlling, and allocating financial resources, and 
financial management is an important tool for achieving a hospital's goals and objectives. Nowadays, financial 
management plays a significant role in business management. Therefore, the main objectives of financial 
management are to maximise profits and operate capital or funds to maximise the value and efficiency of the 
organisation. The financial management goals rely heavily on the function of the organisation (Zager, 2006). 
However, the functions of financial management include the assessment of the financial effectiveness and 
efficiency of the current procedures and planning for the organisation's future; providing senior managers with 
accurate financial information to take the right decisions; properly managing cash, receivables, and inventories in 
order to reduce costs and operate efficiently. In addition, financial management engages with handling the routine 
work of financial operations, such as making funds available for operating expenses, preparing payroll, and 
maintaining cash money for any unexpected costs (Hatzakis, Nair, & Pinedo, 2010). 
Financial management is considered a science and an art; it is needed for any type of organisation. However, 
financial managers at hospitals should be qualified and have special knowledge and skills in order to face the fast 
and dynamic changes in health care services. Financial management helps hospital managers to make rational 
financial and administrative decisions and choose effective methods for spending money (Al Raoush, A’aqoulah, 
Albalas, & Athamneh, 2020). Most of the payments made to hospitals for patient services are made by government 
programmes or commercial insurance companies. Therefore, hospitals need effective financial management in 
order to provide hospital managers with accurate information to make the right decisions. These decisions could 
reduce the cost of health care services in hospitals and enable more sustainable development (Honor´e & Costich, 
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2009).  
When there are plentiful financial resources and high profitability, the role of the finance department in hospitals 
tends to decline in importance. Modern hospitals in most countries are gradually facing a more aggressive financial 
environment and scarce resources, and any hospital ignoring the role of finance runs the risk of financial 
deterioration, which can eventually lead to closure. Moreover, hospitals are facing many financial challenges as a 
result of declining governmental reimbursements and increasing costs (Dawsey, 2014). Therefore, this study aims 
to examine the hospital supervisory staff’s perceptions regarding the effectiveness of financial management in 
hospitals, with a focus on university hospitals in Jordan. 
The integration of health information systems in hospitals and the enhancement of financial health systems could 
improve both the efficacy and efficiency of health care services (Saksena, Hsu, & Evans, 2014). Moreover, long 
term care facilities and health insurance could enhance hospitals’ abilities to improve financial performance 
(Moreno-Serra, Millett, & Smith, 2011). Most countries attempt to reduce healthcare costs, and in turn coerce 
healthcare providers to reduce the costs of health care.  
Some healthcare providers argue that an efficient financial management programme leads to a better financial 
performance in hospitals and increases the market share. Researchers showed that the performance of financial 
management in hospitals supports the thought that hospitals continue to run despite being in a poor financial 
condition by reducing the quality of their healthcare services (Bazzoli, Chen, Zhao, & Lindrooth, 2008). Injuries in 
hospitals were more common among financially suffering hospitals. They are also widespread in hospitals that 
have very low in-patient operating costs per hospital discharge. 
The previous studies concluded that an efficient hospital can provide high quality healthcare with low costs. 
However, when the profitability is decreased or revenues are reduced, the adherence to healthcare services is 
limited and the quality of healthcare suffers (Bazzoli, Chen, Zhao, & Lindrooth, 2008). The findings pertaining to 
a gradual decline in the quality of healthcare were associated with a rise in the overall cost to the hospital. Volpp, 
Konetka, Zhu, Parsons and Peterson (2005) considered net patient revenues (NPR) and operating margins as 
measures of hospital financial management performance when assessing the impact of the quality of healthcare on 
costs. 
Volpp also et al. (2005) also identify the effects of the Balanced Budget Act (BBA) on the outcome measures for 
Acute Myocardial Infarction (AMI). This study specifically investigates the impact of the variation in 
reimbursement on the operating net and margin revenues in order to identify if a decline in profitability would 
result in a drop off in the AMI scores. The researchers found that the variation in reimbursements did not have a 
significant effect on the outcomes for hospital patients with AMI, but there was a decline in the hospital operating 
revenues and margins. Cleverly and Cleverly (2011) examined the impact of the potential costs of healthcare 
quality on acute care hospitals. The variables of their study for profitability and cost included operating net and 
margins patient revenues. The healthcare quality measures included the composite scores for AMI, congestive 
heart failure (CHF), pneumonia PNU and undergoing a surgical procedure. The study recognised that there is an 
increased cost associated with healthcare quality. It did not make any determination about the impact of the 
increased costs on a hospital's financial stability. 
Financial management experts usually focus on the effectiveness of an operating hospital's margins. They 
emphasise that operating margins reflect the return for each dollar spent by the organisation. In addition, they agree 
that operating margins are a suitable measure of hospital profitability. Operating margins are defined as the 
proportion of a hospital's revenue remaining after paying for the variable costs (Ward & Calabrese, 2018).  
2. Methods  
This study used a quantitative method and employed a cross-sectional design in order to investigate the hospital 
supervisory staff’s perceptions regarding the effectiveness of financial management in hospitals. The study was 
conducted in teaching hospitals located in different areas of Jordan. The study participants consisted of staff 
members who have supervisory duties such as general directors, directors, heads of departments, and supervisors 
who work in the hospitals. The study was restricted to those members of staff because they possess accurate 
information about the financial and administrative issues. The study exclusion criteria were staff members who did 
not have supervisory duties, who were less than 20 years old, had less than one year of experience, and had less 
than a diploma degree. A questionnaire was developed in order to examine the effectiveness of financial 
management in hospitals, as perceived by hospital managers. The study developed a series of statements about 
financial management derived from various studies. These statements were refined and pruned into 17 items. The 
study questionnaire was divided into two sections. The first section includes the demographic variables of the 
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participants, such as gender, age, profession, education, and years of experience. The second section has 17 items, 
with 5-point Likert scale response options ranging from 1 (Strongly Disagree) to 5 (Strongly Agree). A high score 
on this scale indicates very effective financial management and a low score indicates very ineffective financial 
management. The items of the questionnaire were made up of positive and negative statements.  
The content validity of the questionnaire was achieved by distributing the questionnaire among four peer Ph.D. 
holders, who are experts in hospitals and financial management. The experts provided the researchers with some 
comments that improved the validity and reliability of the questionnaire. 
Before distributing the questionnaire to the study population, a pilot study was conducted in order to assess the 
validity and reliability of the questionnaire so as to obtain an indication of whether the statements are clear; to 
receive comments about the questionnaire statements; to ensure that the research instrument as a whole functions 
well; to ensure that survey statements have operated well; to examine cultural sensitivity; and to check the 
possibility of applying the study in the real world. The data collected from the pilot study was subjected to a 
reliability analysis. The Cronbach’s Alpha value of the questionnaire was 0.92, which means that the study 
questionnaire is a reliable instrument. A total of 220 questionnaires were randomly distributed among the study 
population in hospitals. Participation was voluntary and participants could withdraw at any time. Filling out the 
survey was construed as consent. Participants’ responses were confidential and only used for the research purposes, 
and the data collected was securely stored in an electronic database. The total number of returned questionnaires 
was 172 out of 220, with a response rate of 78.2%.  
The data was analysed using the Statistical Package for Social Scientists (SPSS) programme. The coding for the 
negatively worded items of the questionnaire was reversed. The data was analysed using descriptive statistics 
(count, percentage, mean, and standard deviation). Descriptive statistics were run for the responses of the 
participants to find the hospital supervisory staff’s perceptions regarding the effectiveness of financial 
management in hospitals. Based on the five-point Likert scale, the study considers the item to be very ineffective, 
ineffective, moderate, effective, or very effective, according to Table 1. 
 
Table 1. The intervals and their classification based on the Likert scale  
Interval (Mean Score) Classification 

1 – 1.80 Very Ineffective 

1.81 – 2.60 Ineffective 

2.61 – 3.40 Moderate 

3.41 – 4.20 Effective 

4.21 – 5.00 Very Effective 

 
Moreover, the t-test and the One-way between Groups ANOVA tests were carried out in order to find the influence 
of demographic data on financial management. The t-tests were carried out for the variables with two categories 
e.g. gender. One-way between Groups ANOVA was carried out for variables with more than two categories e.g. 
age, education level, work experience, and profession. 
3. Results 
3.1 Characteristics of the Participants 
Table 2 shows that male participants exceeded the number of female participants, as male participants accounted 
for 59.9% of the sample population. The percentage of participants who had a bachelor’s degree accounted for 
75.0%. Half of the participants were supervisors, and based on the age group, the highest percentage belonged to 
the age group from 41 to 50 years old, with 44.2%. Participants with experience of more than 15 years had the 
highest percentage (39.5%) in the work experience category. 
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Table 2. Characteristics of the participants 
Characteristics Groups Count  % 

Gender 
Male 103 59.9 

Female 69 40.1 

Education level 

Diploma 5 4.7 

Bachelor 129 75.0 

Postgraduate 35 20.3 

Position  

General Directors  2 1.2 

Directors 32 18.6 

Head of Department 52 30.2 

Supervisor 86 50.0 

Age 

20 - 30 years old 6 3.4 

31 - 40 years old 67 39.0 

41 - 50 years old 76 44.2 

More than 50 years old 23 13.4 

Work experience 

1 - 5 years 11 6.4 

6 - 10 years 37 21.5 

11 - 15 years 56 32.6 

More than 15 years 68 39.5 

 
3.2 Effectiveness of Financial Management in Hospitals  
The results of the descriptive statistics (Table 3) show the effectiveness of the financial management domains. The 
table also shows the mean, standard deviation and the degree of effectiveness for all domains of the questionnaire. 
The study results in Table 3 show that financial management is effective in the university hospitals. The mean of all 
domains is 3.52 and the standard deviation is 0.67. Moreover, both the budget allocations and human resources 
domains are effective, whereas the process and procedures domain was scored as moderate. The means are 3.58, 
3.62, and 3.38 and the standard deviations are 0.71, 0.80, and 0.76 respectively.  
 
Table 3. Mean, standard deviation, and the degree of effectiveness of the financial management domains as 
perceived by the hospitals’ supervisory staff  
Domain Mean Standard Deviation Degree of Effectiveness 

Budget allocations 3.58 0.71 Effective 

Human resources 3.62 0.80 Effective 

Process and procedures 3.38 0.76 Moderate 

All financial management domains 3.52 0.67 Effective 

 
The results in table 4 show the mean, standard deviation, and the degree of effectiveness of the Budget Allocations 
domain. All items in the domain are effective, except for one item which was scored as moderate; ‘The salaries of 
the hospital staff are fair based on the nature and size of work’.  
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Table 4. Mean, standard deviation, and the degree of effectiveness of the Budget Allocations domain 
Items Mean SD Degree of Effectiveness 

The annual financial budget of the hospital is prepared before the beginning of 
each year. 4.15 0.82 Effective 

The finance department coordinate with the hospital departments to prepare the 
annual financial budget. 3.86 1.03 Effective 

Each department in the hospital has an independent financial budget. 3.78 1.04 Effective 

Financial allocations cover the work needs at the hospital. 3.26 1.07 Moderate 

The financial allocations are distributed among departments according to the 
priorities of work at the hospital. 3.62 0.94 Effective 

The allocated budget for developing and maintaining the equipment is enough. 3.45 1.01 Effective 

There is enough financial budget to cover emergency needs. 3.61 1.01 Effective 

The salaries of the hospital staff are fair based on the nature and size of work. 2.92 1.22 Moderate 

All items of budget allocation domain 3.58 0.71 Effective 

 
The results in table 5 show the mean, standard deviation, and the degree of effectiveness of the Human Resources 
domain. All items in the domain are effective.  
 
Table 5. Mean, standard deviation, and the degree of effectiveness of the Human Resources domain 
Items Mean SD Degree of Effectiveness 

The finance department has enough members of staff. 3.87 1.04 Effective 

The finance manager has adequate qualifications and experience. 3.55 0.99 Effective 

The finance department has qualified staff. 3.44 .93 Effective 

All items of human resources domain 3.62 0.80 Effective 

 
The results in table 6 show the mean, standard deviation, and the degree of effectiveness of the Process and 
Procedures domain. Four out of six items in this domain are moderate. The items that showed moderate 
effectiveness are ‘the completion of the work in the finance department has been achieved in a timely manner’, 
‘there is an internal control system with a high efficiency’, ‘financial procedures are simplified and fast’ and ‘the 
finance manager has a clear vision to develop the work at the hospital’.  
 
Table 6. Mean, standard deviation, and the degree of effectiveness of the Process and Procedures domain 
Items Mean SD Degree of Effectiveness 

The completion of the work in the finance department has been achieved 
in a timely manner. 3.24 1.01 Moderate 

There is an internal control system with a high efficiency. 3.28 0.99 Moderate 

There are specific standards to adhere to in the work of the finance 
department. 3.45 0.94 Effective 

Financial procedures are simplified and fast. 3.32 1.06 Moderate 

The finance manager has a clear vision to develop the work at the hospital. 3.27 1.00 Moderate 

The achievements of the finance department positively affect the quality 
of health services. 3.72 1.05 Effective 

All items of process and procedure domain 3.38 0.76 Moderate 
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3.3 The Effects of the Demographic Characteristics on the Participants' Perceptions Regarding the Effectiveness 
of Financial Management 
The study examined the effect of gender, age, education level, experience, and position on the hospital supervisory 
staff’s regarding the effectiveness of financial management. The results showed that there is no statistically 
significant mean difference of the hospital supervisory staff’s perceptions regarding the effectiveness of financial 
management based on gender (P-value= 0.66), age groups (P-value= 0.48), education level (P-value= 0.38), 
experience (P-value= 0.28), and position (P-value= 0.13). 
4. Discussion  
The results showed that hospitals in Jordan have effective financial management based on the supervisory staff’s 
perceptions. Both the domains of budget allocations and human resources were effective. However, the process 
and procedures domain was moderate. Therefore, university hospitals should reinforce the role of financial 
management to keep providing health services in an efficient manner.  
It appears from the results that university hospitals in Jordan have effective payment policies. This includes 
collecting revenue from a whole series of medical services such as diagnosis, treatment, laboratory tests, radiology 
tests, and rehabilitation. The revenue from these payments helps to pay satisfying salaries for employees, purchase 
equipment and materials, and improve the quality of services to meet patient needs. The financial decisions in 
hospitals rely heavily on accurate financial information, and professionals in the financial administration 
department provide decision makers with regular reports about the financial situation of the hospital. Based on the 
information, the decision makers adopt concepts, theories and tools in order to make the right decisions (Bazzoli, 
Chen, Zhao & Lindrooth, 2008). 
Researchers refer to the importance of the items that showed moderate effectiveness in financial management. 
They mention that covering financial needs is an essential matter in hospitals that enables departments to achieve 
their objectives, with sustainable development in improving their quality of services and meeting patients' needs 
(Naranjee, Ngxongo & Sibiya, 2019). Employers have to pay the right pay rate to their employees, and payment 
rate requires a reference wage to determine a fair wage that should be paid to employees. High and low wages 
should be considered based on different factors such as the nature and scope of work, in addition to the average 
wage of work in the same sector – because employees compare themselves to other employees who do similar 
work (Schweitzer, Kuron, Lyons & Ng, 2014). Managers and supervisors should focus on timely implementation 
of employees’ assignments and tasks. They should consider the factors that facilitate the implementation in a 
timely manner, such as prioritisation of tasks, appropriate planning, avoidance of distractions, and utilising the 
benefits of technology (Haq, De Clercq, & Azeem, 2021). Internal control systems are put in place to ensure safe 
custody of all assets, and to detect and safeguard against probable fraud. Internal financial control on the origin of 
the financial budget in hospitals and successful implementation of the financial plan refers to the effectiveness of 
the financial management system. An initiative to avoid the deviation of hospitals from their financial objectives is 
recommended as an important step to achieving the hospital financial management requirements and objectives 
(Xu, Hou, & Chen, 2017). The financial department should follow quick and achievable financial procedures to 
identify and avoid potential issues in their organisation. This helps organisations to take quick action when 
addressing any financial issues in the future (Karim, Nevola, Morris, Tilford, & Chen, 2021). A clear vision is a 
path towards developing an effective finance management function in organisations. The vision makes a shift from 
accounting for the balance sheet to improving financial effectiveness (Paarima, Kwashie, & Ofei, 2021). 
In many hospitals, the role of financial managers is to secure the financing needed in order to achieve a business’s 
operations, and they evaluate the assets needed to meet the hospital demand. In university hospitals, financial 
managers show an increased responsibility in the management of businesses compared to managers in other types 
of hospitals. They utilise capital to maximise the value and efficiency of services. In addition, they estimate the 
financial efficiency of current operations and future plans (Ward & Calabrese, 2018). Financial managers are 
concerned with the capital investment decision process. Some of these decisions are related to new equipment or 
new facilities and implementing strategic plans. They are engaged with the choice between the use of external or 
internal resources and the use of long-term versus short-term debt. Even though hospital directors make financing 
decisions, managers, department heads and supervisors at all levels have to be involved with critical decisions. 
Financial managers properly manage cash, inventories, marketable securities, and receivables in order to ensure 
operational efficiency so as to reduce costs, and control financial risk (W. O. Cleverly & J. O. Cleverly, 2011). 
Hospitals have been redesigning their finance department roles in order to identify the changes that have happened 
in the healthcare industry. Hospitals need to maximise their revenue. Thus, the finance department profession must 
support cost-containment efforts and managed healthcare and payer contract negotiations. Finance departments 
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should lead hospitals into their future goals rather than only record what happened historically.  
5. Conclusion 
There are some issues related to processes and procedures and some issues related to budget allocations which are 
likely to affect financial management in university hospitals in the future. Therefore, hospital managers should be 
aware of these issues. They need to be cognisant of financial allocations to departments based on need. The salaries 
of the hospital staff should be fair based on the nature and size of work, and the completion of the work in finance 
departments needs to be achieved in a timely manner. The internal control system should be managed in a highly 
efficient manner, and all financial procedures have to be clear and achievable in a reasonable time. The finance 
managers need to have a clear vision to develop the work at hospitals, and hospital managers need to understand 
functions such as processes and procedures and budget allocations. In addition, most hospital supervisory staff’s 
decisions have financial implications, which should compel hospital managers to have enough information about 
the function of financial management to rely on financial considerations in their decisions. 
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