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Abstract 

 

Background: A hospital in Kendari  is tracing the problems namely about interactions with 

employees. Also the information about the strategies which is used to improve hospital 

performance has not been clearly stated. The efforts to improve services are still relatively 

routine in nature. The use of strategic terms is still relatively traditional, so the strategic position 

of this hospital is unclear. The purpose of this study is to analyse the relationship between the 

cost leadership strategy and the quality of health services in Kendari City Hospital.   

Methods: This research is quantitative study with a cross sectional approach. The research 

location was in  the Kendari City Regional Hospital and was conducted from February to 

March 2021. The population was 456 people and a sample of 95 people was all employees of 

the Kendari City Regional Hospital. The sampling technique used the Proportive Random 

Sampling. 

Results: There is a relationship between Cost leadership strategy with Service Quality, it is 

known that the value of chi square ( X
2
 count is greater than X

2
table, and a value of Phi is  

0.239 or  it lies between 0.20-0.399. This  means that there is a weak relationship. 

Conclusion: Offensive Strategy or Growth is a strategy that is recommended to improve the 

quality of services in the Kendari City Regional Hospital. 
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INTRODUCTION 

The quality of health services today is 

a major issue. The health services quality is  

the social demands  for all social strata,  in 

the upper class society and in  the lower class 

society. This can be seen from the fact that 

the use of health care facilities by the upper 

class to neighboring Malaysia and Singapore 

has increased and the lower class demands 

service to the VIP class in their own country 

in Indonesia because the service is 

comparable / only that of quality and 

possible.(1). Therefore,  it takes a lot of 

energy in efforts to change people's behavior 

in line with the health development 

program(2). 

In line with the limited state budget for 

the health sector, the government policy is to 

refer to the financing system, namely being 

under health service facilities as a Public 

Service Agency where the central hospital is 

the reference and RSD becomes the Regional 

Public Service Agency. This is in accordance 

with the law. RI No. 44 of 2009 concerning 

the concept of a hospital becoming a 

Regional Public Service Agency, in essence, 

the hospital's expenditure budget is fully 

obtained from the patient's pocket (out-of-

pocket) for the trip, while the Regional 

Public Service Agency partially or at least 

40% of the patient's pocket and 60% of the 

government whose target is to civil servant 

salaries and investment (3). 

Based on the concept of the agreement 

and the Regional Public Service Agency 

above, the hospital needs the ability to use 

the right strategy to achieve the goals set 

both primary and secondary goals.The 

primary goals of the hospital include BOR, 

LOS, BTO, TOI, GOR, and NDR (C. barbar 

jhonson) , Economic indicators include 

service quality and patient safety, patient and 

family satisfaction and employee 

satisfaction, while the secondary objectives 

are the development of hospitals from low to 

high classes and employee welfare. 

Service quality is something that 

consumers get from service providers 

(companies or organizations) with reference 

to consumer satisfaction indicators. Quality 

of service must allow the company / 

organization to provide the maximum 

amount of service to consumers to satisfy 

loyal customers. Service quality has a 

positive effect on customer satisfaction, 

especially in health services(4). 

The hospital as one of the middle 

health services is one of the health facilities 

provided by the local government to serve 

the needs of the community(5). Hospital is a 

container in the national health system and 

has a mission to provide health services to 

the entire community, because the 

development and management of health in 

hospitals need to be directed at national goals 

in the health sector, and it is not surprising 

that the health sector requires sustainable 

treatment to serve the community in health 

aspects. Speed, accuracy, cheap and friendly 

which is intended and of course expected by 

the community. Given that the country can 

develop well with the support of a healthy 

body and soul. In order to retain customers, 

the hospital must always pay attention to the 

needs of consumers to maintain consumer 

confidence and to meet the needs and 

expectations of the services provided.(6). 

Kendari City Regional General 

Hospital is a Class C public hospital based 

on the Law of the Southeast Sulawesi 

Provincial Health Service Number 188/1807 

/ Yankes Dinkes Operational Director of 

Class C Hospital. Kendari City Hospital has 

133 rooms and 271 medical personnel who 

work (7). 

From a geographical point of view, 

Kendari City Hospital is in a very strategic 

position because it is located in the vicinity 

of a luxury housing complex, adjacent to 

hotels and offices and on the main route. 

However, other factors are still lurking, such 

as problems in the area of building expansion 

that will experience obstacles. From the 

managerial side, Kendari City Hospital is 

still far behind its competitor hospital, the 

Southeast Sulawesi Provincial Hospital. 

Therefore, Kendari City Hospital needs the 

right strategy to improve the hospital's 
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performance that is better than other 

hospitals. 

 

METHOD 

The type of research is quantitative 

research which is based on a cross section 

design approach.The research location at the 

Kendari City Regional Hospital was 

conducted from February to March 2021. 

The population was 456 people and a 

sample of 95 people was all employees of 

the Kendari City Regional Hospital. The 

sampling techniqe used Proportive Random 

Sampling. The sample in this study is a 

sample which  can provide information in 

this case of  the staff of Kendari City 

Hospital. 

 

RESULT 

Table 1 is known that from a total of 

99 respondents who stated that the quality of 

service was good, there were 71 people 

(71.71%), but there were several respondents 

who stated that the quality of service was 

still lacking because there were still 

employees who were not satisfied with the 

service quality system at Kendari City 

Hospital 

Table 2 is known that of the total 

respondents 99 people said thatCost 

leadership strategy Both amounted to 78 

people (78.78%), and respondents who 

stated Cost leadership strategy less good 

amounted to 21 people (21.22%). 

Table 3 is known by stating Cost 

leadership strategy less but stated that the 

Quality of Service was less than 11 (39.3%), 

and 17 Good Service Quality (60.7%). For 

respondents by statingCost leadership 

strategy  good by stating the Quality of 

Service is less than 12 (16.9%), and those 

who did not experience Service Quality were 

59 (83.1%). It is also known that there is a 

relationship betweenCost leadership 

strategywith Service Quality, it is known 

that the value of chi square / X count is 

greater than Xtable. With a value of Phi 

0.239, it lies between 0.20-0.399, which 

means that there is a weak relationship. 

Table 1 

Distribution of Service Quality Frequency in Kendari City Hospital 

Quality of Service Frequency (f) Percentage (%) 

Good 71 71.71 

Less 28 28.29 

Total (n) 99 100 

 

Table 2 

Frequency Distribution Cost leadership strategy 

Cost leadership strategy Frequency (f) Percentage (%) 

Good 78 78.78 

Less 21 21.22 

Total (n) 99 100 

 

 

Table 3 

Relationship Cost leadership strategy  with Service Quality Improvement  

in Kendari City Hospital 
 

Cost 

leadership 

strategy  

Quality of Service Σ % Chi-

Square 
ϕ 

X table 

Less Good 

f % f % 

Less 11 39.3 17 60.7 28 100 4,456 0. 239 3,841 
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Good 12 16.9 59 83.1 71 100 

Total (n) 23 23.2 76 76.8 99 100 

DISCUSSION 

 

Overview of Quality Improvement 

Strategies in Kendari City Hospital. 

DaThe results of the SWOT matrix 

diagram found a strategy that can be used as 

the main strategy in improving the quality 

of services in Kendari City Hospital, namely 

Kendari City Hospital, which can use the 

Offensive or Growth Strategy. 
New Market Entryis an offensive 

strategy in entering a new attractive market. 

Where the Kendari City Hospital is a form 

of hospital that is relatively new but the 

acceleration of development is relatively 

fast. New market development strategies 

require a large investment in resources in 

each firm and may operate at a certain level 

of loss until market volume reaches break-

even levels. Although this market is 

attractive and growing, this form of service 

will come under increased attack conditions 

due to new competitors having almost the 

same services and close positions (8). 

These offensive strategies can range 

from improving competitive position and 

market share in current market products to 

entering a new market with an unspecified 

market position, an example where the 

health services at the Kendari City Regional 

Hospital are almost the same as those 

owned by an adjacent private hospital. , the 

market is meant to be Kendari City Hospital 

or the company in general. RS explores the 

possibility of using an offensive strategic 

market plan to seek to emerge in an 

undeveloped service where RS will have a 

strong position of advantage and is part of 

its trademark (9). 

Offensive strategic market plans are 

basically carried out to grow and involve 

strategies that are penetrating or grow the 

current market or enter and develop new 

markets. Several alternatives to this 

offensive strategy are: (1) investing to grow 

current promotions, with the aim of growing 

the current market: growing market share, 

growing revenue per customer, entering new 

market segments, and expanding market 

demand; (2) investing to improve 

competitive position, with the aim of 

improving margins: improving customer 

loyalty and retention, improving 

differentiation advantage, lowering costs or 

improving marketing productivity, and 

building marketing advantage; (3) 

investment to enter global markets, with the 

aim of diversifying growth: entering new 

related markets, entering new unrelated 

markets, entering new growing markets, and 

developing new markets. The choice of one 

strategic offensive market plan over the 

other depends on the hospital's profit 

requirements, resources and strategic 

position, and the need to analyze 

opportunities for growth (10). 

It can be concluded that there is a 

need for the development of the Kendari 

City Regional Hospital to improve the 

various types of services that are different 

from the services of the Competing 

Hospital. Seeing the strategic position close 

to elite housing and star hotels and added 

administrative services to the city health 

office is relatively fast and efficient so that 

supervision and improvement of service 

quality is an integral part of seeing the 

quality or quality of Kendari City Hospital. 

 

The relationship between the cost 

leadership strategy factor towards 

improving the quality of service at the 

Kendari City Regional Hospital. 

The results of this study found that 

there was a relationship between Cost 

leadership strategywith Service Quality, it is 

known that the value of chi square / X count 

is greater than X table. With a value of Phi 

0.239, it lies between 0.20-0.399, which 

means that there is a weak relationship. 

After determining the mission, vision, 

value guidelines and development issues, the 

hospital will determine a strategy to carry 

out the mission and achieve the vision it 
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aspires to. Logically, strategy formulation 

stems from institutional diagnoses that raise 

questions about what to do in the future. In 

the context of this uncertainty, strategy can 

be said as a hypothesis about which therapy 

is taken and will be applied. Thus, before it 

is implemented, strategy formulation is a 

hypothesis that is not necessarily proven to 

be useful for achieving something. In the 

process, there are various activities such as 

testing strategies, Implementation of the 

Balanced Scorecard Budget Strategy Trials 

(11). 

Competitive advantage is the ability of 

a company to obtain economic benefits 

above the profits that competitors can 

achieve in the market in the same industry. 

Companies that have a competitive 

advantage always have the ability to 

understand changes in market structure and 

are able to choose effective marketing 

strategies. The strategy is a generic strategy 

that is classified into three categories, 

namely cost leadership, differentiation, and 

focus. Each company's choice of the generic 

strategy above will depend on an analysis of 

the business environment to determine 

opportunities and threats. 

In order to achieve a competitive 

advantage, a company must have an 

"appropriate" competitive strategy. Two 

factors are taken into account in achieving 

the "right" competitive strategy. First, based 

on the competitive advantage of the 

organization. This competitive advantage 

can only be obtained from one of two 

sources: either from the advantages of 

creating low costs (cost leadership), or from 

the ability of the organization to be different 

(differentiation) from its competitors. The 

second factor in this approach is product-

market coverage (competitive scope) in 

which organizations compete with each other 

in a broad and narrow market. The 

combination of these two factors forms the 

basic strategy of Porter's generic competitive 

strategy, namely: 1) cost leadership is a 

strategy used by an organization if the 

organization wants to become a low cost 

market leader with a broad customer base; 2) 

differentiation (defferentiation) is a strategy 

used by the organization if the organization 

wants to compete with its competitors in 

terms of the uniqueness of the products and 

services offered. It can be in the form of: 

prestige and brand image, technology, 

innovation, features, customer service, dealer 

network; and 3) Focus (cost or 

differentiation based) organizations with a 

focused strategy serving the specific needs 

of a market niche. Organizations can choose 

a cost-based or differentiation-based focus 2) 

differentiation (defferentiation) is a strategy 

used by the organization if the organization 

wants to compete with its competitors in 

terms of the uniqueness of the products and 

services offered. It can be in the form of: 

prestige and brand image, technology, 

innovation, features, customer service, dealer 

network; and 3) Focus (cost or 

differentiation based) organizations with a 

focused strategy serving the specific needs 

of a market niche. Organizations can choose 

a cost-based or differentiation-based focus 2) 

differentiation (defferentiation) is a strategy 

used by the organization if the organization 

wants to compete with its competitors in 

terms of the uniqueness of the products and 

services offered. It can be in the form of: 

prestige and brand image, technology, 

innovation, features, customer service, dealer 

network; and 3) Focus (cost or 

differentiation based) organizations with a 

focused strategy serving the specific needs 

of a market niche. Organizations can choose 

a cost-based or differentiation-based 

focus(12).  
The low cost strategy (the cost of 

leadership) is a series of integrative actions 

to produce and offer goods or services at the 

lowest cost to competitors with 

characteristics that are acceptable to 

customers. If the company offers a product 

or service with standard quality, but the cost 

is much lower than industry costs, then the 

organization will be said to be superior in 

cost and / or price. 
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Hospitals that have a comprehensive 

cost advantage can take advantage of this 

advantage to charge lower prices or take 

higher profit margins. Hospitals that are able 

to make products at lower costs in this case 

rates with better service than competitors, 

thus attracting more visits, thus the Hospital 

is in a better position, where it can enable the 

company to survive in a competitive price 

war situation and deter competitors with 

higher costs, Higher profits can be invested 

to improve quality and efficiency, The 

possibility of producing economies of scale, 

but many firms do not take advantage of it 

(due to limited capital, information and 

others) or An increase in raw materials from 

suppliers can be dampened by a cost 

advantage. With a low cost strategy, it is an 

economy of scale, which is the goal of 

achieving a minimum measure of efficiency 

between the input-output relationship, and 

high quality products (13). 

In this study, the researchers assume 

that the Cost Lidership Strategy is a part that 

cannot be separated in improving the quality 

or quality of service because efforts to gain a 

competitive advantage by increasing sales 

through the lowest price competition is the 

hope for the community as hospital service 

users, and with a state hospital is a state 

hospital. opportunities that are not difficult 

to implement this strategy. The lowest cost 

strategy is to minimize the costs of getting 

the product or service at the lowest price. 

 

CONCLUSION 

There is a weak association  between 

the which is recommended to improve the 

quality of services at the Kendari City 

Regional Hospital. Therefore,  

implementation of the periodic evaluation 

of service quality is needed to  find out 

market needs. 
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