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Proposal

Major forces and impact of these forces

The major factors that influence the delivery of healthcare services include economic, social, legislative and technological forces. Children Hospital of Philadelphia (CHOP) will be financially affected if it implemented the proposal. The proposal identifies the need for extending training programs as well as expanding the services provided to disadvantaged children. The balance sheet will be affected as more money will be allocated to the training program, and this will significantly reduce income for the time being. Capital and concurrent expenditures will increase within the organization while there will be increased outflow of cash as well as reduced inflow. Economic forces, therefore, influence the financial impact of the proposal on the organization as the growth of the economy will result in increased patient access due to enhanced quality within the organization after the training program has been implemented resulting in increased revenue growth by the end of the year (Enthoven, 2004).

Technological developments will also influence the financial status of the health organization as new and advanced systems will be bought thus identifying the increased capital expenditure within the organization (Nichols, Ginsburg, Berenson, Christianson & Hurley, 2004).  Training and expansion of services will create a stronger brand name and recognition thus attracting more patients the impact of the social environment in promoting the development of a stronger patient base. The finances will further be affected by the proposals as the expansion of the services for disadvantaged children will result in more cash outflows as well as increased regulations based on these new services. This identifies that the factors affecting health service delivery also influence the financial status of the company.

Opportunities and Proposal

The focus of Children Hospital of Philadelphia (CHOP) has been to provide safe as well as high-quality pediatric care to the patients. It seeks to promote discoveries as well as innovations that are aimed at enhancing pediatric healthcare. It is a sought after health facility with large financial resources.  It has the financial capacity to expand its workforce, services and improve the quality of care to become the best in the country (Sandler, 2015). With $210 in surplus, it can undertake various improvements aimed at strengthening its position in the market (CHOP, 2016). The company has a revenue of about $2.3 billion and can expand its training programs to enhance the competencies of the health professional resulting in enhanced delivery of quality care (CHOP, 2016). This recommended proposal will only cost less than $1 million annually. The acquisition of new technologies such as health information management systems would require substantial capital investments which can range from $2 to $ 6 million. The information management systems will enhance interdepartmental cooperation thus enhancing the quality of care being provided. Another recommendation is the expansion of services that cater to disadvantaged children thus achieving its strategic objective of accomplishing its corporate social reasonability.

Financial and Budgetary Considerations

Financial statements

The financial statement to be used in making the proposal is the balance sheet. The balance sheet is an informative financial statement that helps to outline the capital, assets, and liabilities. The balance sheet provides a detailed balance of expenditure and income in a given period thus highlighting the financial status of the company (Weygandt, Kimmel & Kieso, 2015). The balance sheet will help to analyze the income and the associated expenses to be incurred. The balance sheet is a financial statement that identifies the income of CHOP to be at $1.9 billion, the assets value is at $2.8 billion while the operating expenses accounted for $1.5 billion of the revenue generated. The income to expenses ratio is at 1.3 2 with the expenses costing the organization $1.5 billion.
Proposal impact

The proposal will directly affect the financial status of CHOP. The income statement will reduce as a result of the increased internal cost. The current assets will reduce as more funds are used to finance the proposal such as training programs and the acquisition of new medical technologies. The cash flows will also be affected as there will be increased outflow of funds as money is used to support the concurrent expenditures of the proposal (Drury, 2013). Revenue will increase with time as operational expenses will reduce due to increased efficiency of the health professionals as they deliver quality services.

Flexed versus fixed

In a fixed budget, the financial details and assumption remain constant despite the activities taking place while in a flexed budget changes to the budgetary activities occur with time to accommodate any environmental changes (Weygandt et al., 2015). The flexed budget would be the most effective for this project as it would provide the needed financial flexibility to ensure it is successfully implemented. The proposal identifies the need for capital as well as concurrent expenses such as training programs that continuously need to be financed. Changes in the economic environment can, therefore, be adequately adjusted to ensure the success of the proposal in a flexed budget.

Proposal justification

Ratio selection

The financial ratios that will be used to support the proposal include debt ratio, profit margin, current ratio and the return on assets ratio. The current ratio identifies the stability of the organization by analyzing the current assets as compared to the current liabilities which identifies that the organization has a strong and stable financial record and would be able to support the proposal that calls for the expansion of current assets. The return on assets ratio is important as it identifies the rate at which investments will return the money used to finance them thus identifying the rate at which profits will start being earned (Drury, 2013). The current ratio identifies the liquidity of the hospital and its ability to settle its debts. The profit margin identifies the current rate of profitability as it is an analysis of the net income and the total assets. The debt ratio identifies the proposition of organizational assets that have been funded by debts and identifies if an organization is likely to become bankrupt. The debt ratio is an analysis of the total liabilities and the total assets and determines the liquidity of the organization. These financial ratios provide an understanding of the financial capabilities, profitability and liquidity of the organization which identify that it can undertake strategic changes such as the implementation of the proposal effectively.
Ratio results

The analysis of the financial ratios identifies the viability of the proposal at CHOP. The current ratio identifies that the assets of the company outweigh the liabilities by a ratio of 2.76 (current assets/current liabilities) which identifies that the company has enough asset to accommodate more expenditures during the implementation of the proposal (CHOP, 2016). The high current ratio identifies the ability of CHOP to pay back its liabilities through its assets and thus determines the high financial health of CHOP thus identifying its ability to effectively implement the proposal without extending its debt and liabilities.  A profit margin of 0.87 (net income/ net sales) identifies that expanding training would enhance quality resulting in increased patients and revenue generation (CHOP, 2016). A high profit margin identifies that the organization is likely to continue making profits after the implementation of the proposal which makes the proposal financially feasible. Programs for disadvantaged children would increase expenditures at first but would increase the revenue generation as more funding is likely to be received from donors. The debt ratio is low at 0.3 (total liabilities/total assets) identifying the financial stability of CHOP and its ability to finance the proposal from its revenue rather than with debts. A low debt ratio identifies that the organization finances its projects and programs through its own assets and this puts it in a better position to effectively finance the extension of programs, acquisition of new technology and provide services to disadvantaged children. New technology will see a drop in revenue generation and a drop in the profit margin but since the technology will enhance service delivery greater profits will be gained, and this is based on the return on asset rate of 0.42 (net income/total assets). The return on assets identifies that the money utilized to finance the proposal will be recovered back in less than three years with profits being gained from then henceforth.
Short and long term impact

Short term impact of the process includes the drop in current ratio identifies the reduction of current assets as compared to the current liabilities since the cash reserves will reduce to cater for the proposal implementation. The profit margin in the short term will reduce as expenses for sustaining the proposal occur, but in the long run, profit ratio will increase due to increased efficacy of the personal and quality service delivery. Profit margin in the long term will increase due to increased efficiency and the attraction of more patients (CHOP, 2016). The return on assets will increase in the future due to enhanced revenue generation from the expansion of these activities. Debt ratio will reduce as the total asset of the company increase due to the proposal implementation. The proposal will result in long term gains rather than short term benefits identifying the need to allocate enough resources to cater for short-term needs.

Conclusion

The proposal identified the need for the expansion of training programs, the introduction of new technologies and the expansion of services to cater to the disadvantaged children. The expansion of training program will add value to the organization by enhancing the competencies of the health professionals resulting in the delivery of quality services which provides the needed competitive advantage. The proposal is likely to enhance the current ratio of the organization as well as the profit margin which will enhance the bottom-line. The debt ratio will fall even further with increased assets and profitability of the organization. The rate of return on assets being high identified that the proposal will generated the revenue invested in less than three years making it a good investment.  New medical technologies will also enhance service delivery and increase brand recognition of CHOP as a quality-focused health organization. Expansion of services to disadvantaged children acts as a key to promoting the organization and meetings its corporate social responsibilities. The proposal will aim to better position the hospital and enhance its competitive edge in the market. Based on the financial analysis that identifies the debt ratio as low and the return on profit show that the proposal is financially feasible and can promote long-term financial gains. The proposal will increase the profits earned in less than three year due to the high rate of return on assets while the current ratio will increase as well due to the acquisition of more assets through the proposal. The financial considerations identified the strong financial status of CHOP its high-profit margins and current ratio which identifies that the organization is not only profitable but has more assets as compared to liabilities putting it at a position to effectively implement the proposal and increase returns and revenue generated.
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