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Abstract:

This study aimed to propose an integrated framework that combines Activity-Based
Costing (ABC) system and Program and Performance Budgeting (PBB) system to
rationalize public expenditure in the Palestinian Ministry of Health, and to apply this
framework practically to the Hemodialysis Department at Al-Shifa Medical Complex. The
study adopted the descriptive analytical approach using the case study method through
analyzing the financial and operational data of the Hemodialysis Department for the year
2023. A model was built based on 5 steps: identifying activities, collecting and allocating
costs, linking cost to performance indicators, analysis and decision-making, and follow-
up and evaluation. The study reached a set of results, including: that the Activity-Based
Costing (ABC) system showed that the actual cost per session is 222.2 NIS, and that 35%
of the costs are indirect and related to electricity and fuel, and that the practical case
proved that increasing the fuel allocation by 50,000 NIS leads to reducing the session cost
to 173.6 NIS and saving 350,000 NIS quarterly with an increase in the number of treated
patients, and that the integration between the Activity-Based Costing system and the
Program and Performance Budgeting system revealed the existence of a gap between the
theoretical and actual capacity of 27.4% due to power outages, and that the proposed
rationalization did not affect the quality of service as infection and patient satisfaction
indicators remained within the target. The study also reached a set of recommendations,
including: the necessity of adopting the proposed framework as an official tool for
preparing the budget in the Ministry of Health, and establishing a specialized cost and
performance unit in each hospital, and allocating a flexible budget for critical operating
items in the dialysis department, and generalizing the experience to the rest of the high-
cost departments .

Keywords: Activity-Based Costing (ABC), Program and Performance Budgeting (PBB),
Expenditure Rationalization, Palestinian Ministry of Health, Hemodialysis Department.
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