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RN Temp Services Inc. Case Analysis
Hospitals are finding it hard to employ and retain nurses, therefore, creating a huge demand for them. Nurses have a diverse opportunity of working in other places rather than hospitals. A few years ago, they could only work in hospitals (Feld, et al., 2013). Since they have a diversity of places, they consider hospitals least desirable working units due to all the constraints they come with: hard work and more working hours.
Similarly, they seem to make more money working temporally since real wages do not help them out with their financial need. However, working this way is hard, hence the “Rent a nurse business.” This comes in to build a pool of professional nurses.
Franchisors are called upon to use the RN Temp from RN Temp Inc. to run this business. They use them to hire or buy office equipment from the company and later on create a pool of nurses, and then when a client needs one, the manager will match their needs to a nurse, whose bill they will forward and use it to pay the nurses (Loxley, 1986). Tiffany Radcliff, the founder of this medic giant, has great worries with the reducing demand of the nurses. This is due to new competitive service providers and the decline of some hospitals. Paul, Tiffany’s financial manager, is proposing that the company recapitalize with debt-equity. This is posing a great opportunity for the company to rejuvenate.
Using a debt instrument for capitalization is sometimes difficult if not well undertaken. It may bear a threat or an opportunity for a business. In this case, Tiffany’s company can only use it to their advantage. Paul, being the guy behind the idea, decides to communicate how this can be done. This debt finance, according to him, is supposed to be used to purchase stock from the stock market and try to improve its return on equity (Turner, 2017).
Debt financing comes with a whole new opportunity in any business that is facing low incomes. In this case of Tiffany, such a company that was once popular and self-independent must be in a greater position to harness benefits from debt financing lucratively. The first benefit is low taxation to the business. Since the business capital structure will encompass the leverage which will be repaid to the creditor, the company will evade paying the tax for that specific income. Instead, it will be forwarded to the debt financer (Feld, et al., 2013). Such a business is facing financial crises that it would be a huge boost if only it can be able to transfer the tax burden to another company or person.
RN Temp Inc. will enjoy a higher capital level as a result of acquiring debt finance. The company will have money to invest hugely and in return, be able to accumulate more income as a result of increased investment. Funds will be available, as advised by Paul, to invest in the stock exchange (Loxley, 1986). The result of this is a positive impact on the return on equity. The company will be able to earn a lot of income in the coming days from this.
Tiffany’s company will, without a doubt, be able also to enjoy higher cashflows if they incorporate debt financing in their capital structure. Companies with higher cash flows are usually able to fund most of their operations and projects. Factors such as marketing, insurance policies and all the expenses that come with this rent a nurse business will be catered for. Cashflow to a business is as important as blood flow in human beings, and it is what keeps a business alive (Turner, 2017). RN Temp Inc. is no exception, and it needs funds to cater for its operations so that the franchisers can be able to trust and work with them.
Another benefit of taking this route is that the company will be able to use the funds received to expand its operations. They will be able to reach out to more cities and more nurses and with no doubt more franchisors (Loxley, 1986). We see that the business has been in operation in not more than thirty cities, and hence this is a great opportunity to reach out to even more areas of operation.
According to Turner (2017), many companies escape debt financing just as Tiffany’s. They treat this funding as a liability that they will have to deal with someday. We are told of how she used to pay off debts immediately to make sure the company does not risk defaulting. She did not believe in a company acquiring external funds to cater for its operations. However, to RN Temp Inc., this is a great opportunity to improve their declining operations.
Paul’s advice to Tiffany is one of a kind; she should consider it. The company at this state may not be able to fund its activities and hence, desperately require to be funded externally. This funding, however, should not be used to buying equipment but for buying stock in the stock exchange, which will enable the falling business to rise again (Feld, et al., 2013).
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