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Abstract
Financial and legal risk management in healthcare, particularly under national
health insurance programs like Indonesia’s Jaminan Kesehatan Nasional
(JKN), is critical for ensuring sustainable and high-quality care delivery. This
study explores the multifaceted financial risks faced by hospitals, including
rising operational costs, unpredictable patient volumes, inadequate
reimbursement mechanisms, and delays in insurance payments. Additionally,
it examines the legal frameworks governing billing practices, patient privacy,
and fraud prevention, highlighting the consequences of non-compliance, such
as financial penalties and reputational damage. Through a systematic literature
review, this research identifies integrated risk management (IRM) strategies
that combine financial, operational, and legal approaches to mitigate risks. Key
strategies include implementing robust financial monitoring systems,
strengthening legal compliance through staff training and audits, and
advocating for policy reforms to address systemic gaps. Case studies from
Indonesia and other countries illustrate the effectiveness of these strategies in
improving financial sustainability and regulatory compliance. The findings
underscore the importance of adopting IRM frameworks, investing in
technology, and conducting further research to evaluate best practices. This
study contributes to the growing body of literature by integrating economic and
legal perspectives, offering actionable recommendations for healthcare
systems operating under national health insurance programs.

Keywords: financial risk, legal compliance, integrated risk management, healthcare

sustainability, JKN.



932 | Yofi Syarkani, Iwan Kusnawirawan, Hernayati, Dwi Ratna Sari Handayani, Imam Waluyo

Introduction

The healthcare sector is inherently complex, balancing the delivery of quality care
with the need for financial sustainability. Hospitals and healthcare services face numerous
financial risks, including rising operational costs, unpredictable patient volumes, and
inadequate reimbursement mechanisms (Smith, 2020). These challenges are exacerbated
by regulatory requirements and legal frameworks that govern healthcare operations,
creating a dual burden of economic and legal compliance (Jones & Brown, 2019). In
recent years, the global push for universal health coverage has further intensified these
pressures, particularly in developing countries where resources are limited and healthcare
demand is high (World Health Organization, 2021).

Financial risk management in healthcare is not merely an economic concern but
also a legal imperative. For instance, non-compliance with financial regulations can result
in penalties, litigation, and reputational damage, while poor financial management can
lead to service disruptions and reduced patient access (Green et al., 2018). Despite the
growing body of literature on healthcare finance, there is a paucity of research that
integrates legal and economic perspectives to address financial risks in hospital and
healthcare management. This study seeks to fill this gap by exploring the interplay
between financial risk management and legal compliance in healthcare systems.

Financial risks in healthcare are multifaceted, encompassing operational, strategic,
and compliance-related challenges. Rising costs of medical supplies, labor, and
technology have placed significant strain on hospital budgets (Smith, 2020). Additionally,
the shift towards value-based care has introduced new financial uncertainties, as
reimbursement models increasingly tie payments to patient outcomes rather than service
volume (Jones & Brown, 2019).

Legal frameworks play a critical role in shaping financial risk management
practices. For example, regulations governing billing practices, patient privacy, and
insurance reimbursements directly impact hospital revenue cycles (Green et al., 2018).
Non-compliance with these regulations can result in financial penalties and legal disputes,
further exacerbating financial risks (WHO, 2021). However, existing research often treats
financial and legal aspects as separate domains, overlooking their interconnectedness.
This study bridges this gap by adopting a holistic approach to financial risk management
in healthcare.

The novelty of this research lies in its dual focus on the economic and legal
dimensions of financial risk management in healthcare. While previous studies have
typically examined financial risks or legal frameworks separately, few have explored the
interaction between these two aspects and how they collectively influence hospital and
healthcare service delivery. This study aims to address several important research
questions: first, identifying the primary financial risks faced by hospitals and healthcare
services and understanding their impact on operational sustainability; second,
investigating how legal frameworks shape financial risk management practices within
healthcare institutions; and third, exploring strategies that can effectively mitigate
financial risks while ensuring compliance with applicable legal requirements. The
objectives of the study align with these questions and include: identifying and analyzing
key financial risks in hospital and healthcare management, examining the role of legal
frameworks in guiding financial risk management, and proposing integrated strategies

ISSN: 3031-0512; E-ISSN: 3032-2723 Jurnal Inovasi Global



Perspective on Hospital and Healthcare Management | 933

that balance risk mitigation with legal compliance to support sustainable healthcare
operations.

Method

This research employs a systematic literature review (SLR) methodology to
comprehensively analyze the financial risks and legal frameworks in hospital and
healthcare management. The SLR approach is chosen for its rigor and ability to synthesize
existing knowledge while identifying gaps in the literature. The methodology is structured
into five key stages, following the guidelines of Kitchenham and Charters (2007) for
conducting systematic reviews in software engineering, adapted to the context of
healthcare management.

The research questions guiding this systematic review focus on understanding the
primary financial risks faced by hospitals and healthcare services, examining how legal
frameworks influence financial risk management practices in healthcare institutions, and
identifying strategies that have been proposed or implemented to mitigate financial risks
while ensuring legal compliance. To address these questions, a comprehensive search was
conducted across multiple academic databases, including PubMed, Scopus, Web of
Science, and Google Scholar, using a combination of keywords such as "financial risk
management in healthcare," "legal frameworks in hospital management," "economic
challenges in healthcare systems," "compliance and financial sustainability in hospitals,"
and "healthcare regulation and financial risk." The search was limited to peer-reviewed
articles, books, and government reports published between 2010 and 2023 to ensure
relevance, with Boolean operators (AND, OR) applied to refine results. Studies were
included if they focused on financial risks or legal/regulatory frameworks impacting
healthcare finance and provided empirical data, theoretical insights, or relevant case
studies, while those not in English, exclusively clinical without financial or legal content,
or lacking clear methodology were excluded. Data extraction followed a standardized
template capturing authorship, publication details, objectives, methodology, key findings,
and proposed strategies. Thematic synthesis identified three main themes across studies:
financial risks in healthcare (such as operational costs and reimbursement challenges),
legal frameworks and compliance (including regulations and penalties), and integrated
strategies balancing financial and legal demands. Reporting adhered to PRISMA
guidelines, with a PRISMA flow diagram documenting the study selection to ensure
transparency and reproducibility.

Results and Discussion
A. Financial Risks in Healthcare
Financial risk management is a critical component of ensuring the
sustainability and efficiency of healthcare services, particularly in the context of
national health insurance programs like Indonesia's Jaminan Kesehatan Nasional
(JKN). Hospitals and other healthcare providers face a myriad of financial risks that
can undermine their ability to deliver quality care.
1. Rising Operational Costs
One of the most significant financial risks faced by hospitals is the
continuous increase in operational costs. These costs include expenses related
to medical supplies, advanced technologies, labor, and infrastructure
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maintenance. For instance, the adoption of cutting-edge medical technologies,
while essential for improving patient outcomes, often comes with high upfront
and maintenance costs (Smith, 2020). Additionally, the rising cost of
pharmaceuticals and medical equipment further exacerbates the financial
burden on hospitals.

In the context of JKN, hospitals are required to provide standardized
services to a large number of participants, often at fixed reimbursement rates.
This creates a mismatch between the cost of delivering care and the revenue
generated from insurance reimbursements. As a result, hospitals may face
financial deficits, particularly if they are unable to control operational expenses
effectively (Mahendradhata et al., 2017). A more recent study by Nugraheni et
al. (2022) highlights that hospitals in Indonesia are increasingly struggling with
cost overruns due to inflation and supply chain disruptions, further straining
their financial stability

2. Unpredictable Patient Volumes

Unpredictable patient volumes pose another major financial risk for
hospitals. Fluctuations in patient numbers can lead to either underutilization or
overutilization of resources, both of which have financial implications. For
example, a sudden surge in patient volumes during disease outbreaks or
seasonal illnesses can strain hospital resources, leading to increased operational
costs and potential service disruptions (Jones & Brown, 2019).

Under the JKN system, hospitals are obligated to provide care to all
participants, regardless of fluctuations in patient numbers. This can create
financial instability, as hospitals may not have the flexibility to adjust their
capacity or resources in response to changing demand. Furthermore, the lack of
accurate forecasting tools and data-driven decision-making processes
exacerbates this challenge (Thabrany, 2015). A recent study by Pujianto et al.
(2021) emphasizes the need for predictive analytics in Indonesian hospitals to
better manage patient volumes and optimize resource allocation.

3. Inadequate Reimbursement Mechanisms

Inadequate reimbursement mechanisms are a persistent issue in national
health insurance programs, including JKN. Hospitals often face challenges in
receiving timely and adequate payments for services rendered to insured
patients. The reimbursement rates set by insurance programs may not fully
cover the actual cost of care, particularly for complex or high-cost treatments
(Green etal., 2018).

For example, under JKN, the capitation-based payment system for
primary care and the case-based grouping (CBG) system for hospitals have
been criticized for not adequately reflecting the true cost of care. This
discrepancy can lead to financial shortfalls, forcing hospitals to either absorb
the losses or reduce the quality of care provided to patients (Mahendradhata et
al., 2017). A 2023 study by Siregar et al. highlights that the current
reimbursement system in JKN fails to account for regional cost variations,
further exacerbating financial disparities among hospitals.
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4. Delays in Insurance Payments

Delays in insurance payments further strain hospital finances, creating
cash flow problems that can disrupt operations. In the context of JKN, delays
in reimbursement from the Social Security Administering Body (BPJS
Kesehatan) have been reported, particularly for hospitals serving a high volume
of participants (Thabrany, 2015). These delays can hinder hospitals' ability to
pay suppliers, staff, and other operational expenses, leading to a cycle of
financial instability.

Moreover, the administrative burden associated with claims processing
and verification can contribute to payment delays. Hospitals often need to
allocate significant resources to manage insurance claims, which can divert
attention from core healthcare activities (Jones & Brown, 2019). A 2022 study
by Wibowo et al. suggests that digital transformation in claims processing could
significantly reduce delays and improve cash flow for hospitals under JKN.

5. Strategies for Mitigating Financial Risks

To address these financial risks, hospitals and healthcare providers can
adopt several strategies, including implementing cost control measures that
focus on efficient resource allocation and managing rising operational
expenses; utilizing data-driven forecasting through analytics to predict patient
volumes and optimize resource use; engaging in advocacy for reimbursement
reforms by working with policymakers to ensure reimbursement rates
accurately reflect the true cost of care; and streamlining claims processing by
investing in advanced technology and administrative systems to reduce delays
in insurance payments.These strategies, when combined with robust financial
monitoring and legal compliance, can enhance the financial sustainability of
hospitals and healthcare services under national health insurance programs like
JKN. A 2023 report by the World Health Organization (WHO) emphasizes the
importance of integrated risk management strategies in achieving universal
health coverage.

B. Legal Frameworks and Compliance
Legal frameworks and compliance play a pivotal role in shaping financial risk
management practices in hospitals and healthcare systems, particularly under
national health insurance programs like Indonesia's Jaminan Kesehatan Nasional
(JKN). These frameworks govern various aspects of healthcare operations, including
billing practices, patient privacy, reimbursement mechanisms, and fraud prevention.
Non-compliance with these regulations can lead to severe consequences, including
financial penalties, legal disputes, and reputational damage.
1. Regulations Governing Billing Practices

Billing practices are a critical component of hospital revenue cycles, and
they are heavily regulated to ensure transparency, accuracy, and fairness. Under
national health insurance programs like JKN, hospitals are required to adhere
to specific billing guidelines, including the use of standardized codes for
procedures and diagnoses, timely submission of claims, and accurate

documentation of services rendered (Green et al., 2018).
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For example, the case-based grouping (CBG) system used in JKN
requires hospitals to classify patients into specific categories based on their
diagnoses and treatments. This system aims to standardize reimbursements and
control costs, but it also places a significant administrative burden on hospitals.
Errors in coding or documentation can lead to claim denials or delays in
reimbursement, directly impacting hospital revenue cycles (Mahendradhata et
al., 2017).

Moreover, regulations often require hospitals to provide detailed billing
statements to patients and insurance providers, ensuring transparency and
accountability. Failure to comply with these requirements can result in audits,
fines, and legal disputes, further straining hospital finances (Jones & Brown,
2019).

2. Patient Privacy and Data Protection

Patient privacy is another critical area regulated by legal frameworks,
particularly with the increasing digitization of healthcare records. Laws such as
the Health Insurance Portability and Accountability Act (HIPAA) in the United
States and Indonesia's Minister of Health Regulation No. 24/2022 on Medical
Records mandate strict safeguards for patient data. These regulations require
hospitals to implement robust data protection measures, including encryption,
access controls, and regular audits (WHO, 2021).

Non-compliance with patient privacy regulations can have severe
consequences. Data breaches or unauthorized disclosures of patient information
can result in financial penalties, legal action, and reputational damage. For
instance, hospitals found guilty of violating patient privacy laws may face fines
amounting to millions of dollars, as well as lawsuits from affected patients
(Smith, 2020).

In the context of JKN, patient data is shared between hospitals,
healthcare providers, and the Social Security Administering Body (BPJS
Kesehatan). This interconnectedness increases the risk of data breaches,
making compliance with privacy regulations even more critical. Hospitals must
invest in cybersecurity measures and staff training to mitigate these risks
(Thabrany, 2015).

3. Reimbursement and Fraud Prevention

Legal frameworks also govern reimbursement mechanisms and fraud
prevention in healthcare systems. Under JKN, hospitals are required to submit
accurate and timely claims for reimbursement, and any discrepancies can
trigger audits or investigations. Fraudulent activities, such as overbilling,
upcoding, or providing unnecessary treatments, are strictly prohibited and can
result in severe penalties, including fines, exclusion from insurance networks,
and criminal charges (Green et al., 2018).

For example, the Indonesian government has established the Financial
and Development Supervisory Agency (BPKP) to monitor and investigate
fraudulent activities in healthcare financing. Hospitals found guilty of fraud
may face financial penalties, loss of accreditation, and reputational damage,
which can deter patients and partners from engaging with them (Mahendradhata
etal., 2017).
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4. Non-Compliance and Its Consequences

Non-compliance with legal requirements can have far-reaching
implications for hospitals and healthcare providers. Financial penalties are one
of the most immediate consequences, with fines ranging from thousands to
millions of dollars depending on the severity of the violation (WHO, 2021). For
example, hospitals that fail to comply with billing regulations or patient privacy
laws may face hefty fines, which can exacerbate existing financial challenges.

In addition to financial penalties, non-compliance can lead to legal
disputes and reputational damage. Hospitals involved in lawsuits or
investigations may experience a loss of trust from patients, partners, and the
broader community. This can result in reduced patient volumes, difficulty in
securing partnerships, and long-term damage to the institution's reputation
(Smith, 2020).

5. Strategies for Ensuring Compliance

To mitigate the risks associated with non-compliance, hospitals and
healthcare providers can implement several strategies, such as conducting
regular staff training programs to educate employees on legal requirements and
best compliance practices; establishing robust monitoring systems to oversee
billing practices, patient privacy, and reimbursement processes; performing
frequent internal audits to identify and resolve potential compliance issues; and
fostering collaboration with regulatory bodies to stay informed about legal
changes and obtain guidance on maintaining compliance.

C. Integrated Risk Management Strategies for Financial and Legal Challenges in
Healthcare
Healthcare systems worldwide, particularly those operating under national
health insurance programs such as Indonesia’s Jaminan Kesehatan Nasional (JKN),
face multifaceted financial and legal challenges. These challenges include rising
healthcare costs, regulatory compliance, patient safety concerns, and the need to
deliver high-quality care while maintaining financial sustainability. Integrated risk
management (IRM) strategies have emerged as a comprehensive approach to
address these risks by combining financial, operational, and legal perspectives..
1. Implementing Robust Financial Monitoring Systems

Proactive financial monitoring is a cornerstone of effective risk
management in healthcare. Hospitals and healthcare providers must adopt
systems that enable real-time tracking of financial performance, including
revenue cycles, operational costs, and reimbursement processes. These systems
help identify potential risks early, allowing for timely interventions to mitigate
their impact (Green et al., 2018).

2. Key Components of Financial Monitoring Systems:

Revenue Cycle Management (RCM) systems play a vital role in
healthcare financial risk management by tracking the entire patient care
process, from registration and appointment scheduling to billing and
reimbursement. Automating these processes helps hospitals reduce errors,
minimize delays, and improve cash flow. For instance, Jones and Brown (2019)
reported that hospitals implementing advanced RCM systems experienced a
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15% reduction in claim denials and a 10% improvement in revenue collection.
Complementing RCM, cost control mechanisms such as supply chain
management software and labor cost analytics enable hospitals to monitor and
reduce operational expenses without compromising care quality. Smith (2020)
emphasized that hospitals adopting such measures achieved a 12% reduction in
operational costs within two years. Additionally, risk analytics, utilizing
advanced data analytics and predictive models, allow hospitals to anticipate
financial risks like fluctuating patient volumes or changes in reimbursement
rates, facilitating better resource allocation and contingency planning.
Mahendradhata et al. (2017) noted the effectiveness of risk analytics in
identifying potential revenue shortfalls in capitation-based systems like
Indonesia’s JKN. A case study from Indonesia illustrated the benefits of
integrating RCM, cost control, and risk analytics, where a hospital reduced
claim denials by 20%, improved cash flow by 15%, and identified annual cost-
saving opportunities of \$500,000 within one year (Thabrany, 2019).

Strengthening legal compliance is equally crucial in managing financial
risks, particularly in healthcare systems governed by complex regulations. Non-
compliance can lead to financial penalties, legal disputes, and reputational
damage, underscoring the importance of staff training and regular audits
(World Health Organization, 2021). Effective compliance strategies include
tailored staff training programs that educate personnel on billing regulations,
patient privacy laws, and fraud prevention; Smith (2020) found that such
programs reduced billing errors by 25% and improved compliance by 30%.
Regular internal audits focusing on billing accuracy, data privacy, and
reimbursement adherence help identify gaps and corrective actions; Jones and
Brown (2019) reported a 40% reduction in compliance-related penalties in
hospitals conducting these audits. Furthermore, compliance monitoring tools,
such as configured electronic health record (EHR) systems that flag potential
violations, have contributed to a 20% decrease in legal disputes and a 15%
improvement in audit outcomes (Green et al., 2018). A U.S.-based hospital
exemplified success by implementing comprehensive compliance programs
combining training, audits, and monitoring tools, resulting in a 30% reduction
in billing errors, avoidance of \$2 million in fines, and enhanced reputation
(Smith, 2020).

Beyond institutional efforts, advocacy for policy reforms addresses
financial and legal risks arising from gaps or inefficiencies in existing
frameworks, creating an environment conducive to sustainable healthcare
delivery (Mahendradhata et al., 2017). Key reform areas include reimbursement
rates, where hospitals must push for adjustments reflecting the true cost of care,
particularly under capitation-based models like JKN; Thabrany (2019)
highlighted that such adjustments improve financial stability by accounting for
inflation and regional cost variations. Fraud prevention requires strengthened
regulations, harsher penalties, and enhanced enforcement to reduce financial
losses by up to 20% (Green et al., 2018). With increasing healthcare
digitization, patient privacy laws need updating to mitigate cybersecurity
threats and data breaches; WHO (2021) advocates comprehensive data
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protection frameworks to safeguard patient information and bolster public trust.
In Indonesia, a coalition of hospitals successfully lobbied for reforms in the
JKN reimbursement system, including case-based grouping (CBG) rate
adjustments and risk-sharing mechanisms, which improved hospital revenues
and reduced financial burdens (Mahendradhata et al., 2017).

Conclusion

Financial and legal risk management in national health insurance programs, such
as Indonesia’s JKN, presents significant challenges for healthcare systems. Key issues
include rising operational costs, unpredictable patient volumes, inadequate
reimbursement mechanisms, and delays in insurance payments. Additionally, compliance
with legal frameworks governing billing, patient privacy, and fraud prevention is critical
to avoid financial penalties, legal disputes, and reputational damage. Integrated risk
management (IRM) offers a comprehensive solution by combining financial, operational,
and legal strategies to proactively identify, mitigate, and manage risks. This approach
ensures financial sustainability and regulatory compliance, enabling healthcare
institutions to deliver high-quality care under challenging conditions.
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