

Week 5 Discussion NR 711
Operating Budget
Discussion
Purpose
The purpose of this discussion is to explore the role DNP-prepared nurse in creating a budget, effective financial planning, and determining the allocation of resources. 
Instructions
Reflect upon your readings and professional experience and examine the role of the DNP-prepared department or organizational leader in navigating the following:
1. Planning and executing the operating budget
2. Controlling cost overruns and overtime
3. Explaining variances: i.e., Defending overtime hours associated with patient census or acuity fluctuations
4. Securing funds for staff’s ongoing competency training and professional development
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Week 5Lesson 1
Healthcare Finance and Economics
Healthcare Financing
There are major considerations in analyzing financial performance. The DNP-prepared nurse should consider the current financial state, the capacity for the organization to perform its mission, and efficiency in the delivery of services.
Several methods for analyzing financial performance may be used:

Methods for Analyzing Financial Performance Image Description
The relationship of fixed costs to variable costs may be calculated relative to profitability. Percentages may be calculated based on data from financial statements to compare an organization's financial performance over time or among other similar healthcare organizations. Ratios may be calculated from financial statement data for analysis and comparison. Operating analysis, using data not usually found in the financial statements, may also be calculated and interpreted.
Efficiency is an important concept in examining finances and the healthcare market. Four types of efficiency may be attained: Pareto, technical, production, and allocative.




The first principle of economics involves the study of how resources are allocated. The second principle of economics relates to the fact that resources can be used for multiple purposes, and decisions must be made about how to use them. The third key principle of economics is that people's preferences differ. Economics is the science that studies how patients, business firms, government entities, and other organizations make choices to overcome the problem of scarcity. In the healthcare economy, most patients and their families do not have the necessary means to obtain all the health services they desire and need. Moreover, the purchasing arrangement for the health economy is more complicated because, in addition to the participation of the buyers and sellers, a third party in the form of an insurance company or government agency is usually involved. Three fundamental economic questions can be used to analyze the health care economy, which is part of the overall market system. 1. What services are to be provided? Goods and services in a market economy are produced for patients who express their preferences by choosing those products for which they are willing to pay. 2. How will services be provided? The expert says sellers and manufacturers of goods and providers of services must strive to minimize their costs of production. 3. For whom are the services provided? In a market economy, goods and services are produced for those who are able and willing to pay for them. The what, how, and for whom economic concepts can be used to analyze the problem of emergency department use for non-urgent primary care by some patients. A mismatch in what is provided, emergency department services, versus what is needed, primary care and transportation to it, causes a problem for poor and uninsured patients and for the health care system. Many low-income individuals may use a taxi or even an ambulance to go to the emergency department for common colds, headaches, and other primary care problems. Recognizing the expense of this problem in terms of money, resources ,and poor patient outcomes, many emergency departments have instituted fast tracks to refer patients to advanced practice nurses for non-urgent care. Cost-benefit analysis is a particular type of economic evaluation that assists in healthcare decision-making by assessing the relative merits of alternative courses of medical or administrative action or interventions. The underlying belief of cost-benefit analysis is that resources are scarce and should be allocated in such a way as to maximize the improvement in life and health for the general population. To achieve this goal, the following question is asked. Is this procedure, service, or program worth undertaking, knowing that the resources involved will not be available for other things that are also beneficial? Cost-benefit analysis is the appropriate tool to use when costs and outcomes are measured in terms of dollars. The costs are subtracted from the benefits to determine the net economic benefit. This analysis permits the comparison of alternatives because all costs and benefits are converted into dollars. DNP-prepared nurses, physicians, other clinicians, administrators, and researchers are routinely confronted with the need to choose among different ways of performing their tasks or starting new proceed lines or programs. Awareness of the concepts and principles for evaluating the available options and the trade-offs involved is the key to delivering maximized health outcomes and cost efficiency. In other words, concepts of cost-benefit analysis and their applications should be an integral part of the formal and informal decision-making processes in nursing research and practice. Cost-effectiveness analysis combines the estimate of the cost of a treatment or intervention for illness with a measurement of benefits to outcome on interest. The benefits are measured in health units, such as cases avoided or life years gained. A good example would be to compare children who are vaccinated for the flu to those who are not vaccinated. The outcomes of interest would be cases prevented and deaths prevented. Cost-effectiveness analysis determines whether one treatment is cost-effective compared to another. Supply and demand refers to the buying and selling activities of consumers and providers, and how they interact with one another in the marketplace. Buyers as a group determine the demand for a service or product by buying from the providers at a mutually agreeable price. Meanwhile, sellers or providers as a group determine the supply by making the service or product available. The interaction of supply and demand determines the market price, and the amounts of the services or product delivered from providers to buyers. 

Week 5Lesson 2
Financial Statements
Common Financial Statements
DNP-prepared nurse leaders and APNs pursuing independent practice options must understand the most common types of financial statements:
· Statement of revenue and expenses
· Statement of net worth
· Statement of cash flow
· Balance sheet

Lesson 3
Budget Analysis

Operating Budgets
The DNP-prepared nurse leader has accountability for budgetary expenditures related to the delivery of healthcare. It is imperative that the DNP-prepared nurse has knowledge of various financial tools to successfully manage the workforce and ultimately provide high-quality care.

There are various types of budgets that healthcare organizations utilize to monitor and track the financial status of their organization. One type of budget, the operating budget, is designed to monitor anticipated day-to-day activities, various supplies, personnel, and resources. The key components of an operating budget are expenses and revenue (Rundio, 2022). The budget aims to identify the expected workload volume (such as procedures, patient days, visits, etc.) or units of service (UOS), identify human resource allocations (hours and FTEs), and define the direct and total hours worked per unit of service (Waxman & Knighten, 2023)
