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Chapter 9: Strategic Financial Analysis
1. Why do healthcare leaders need to understand finances and learn to use financial tools?
Financial management knowledge and skills are imperative in aiding the healthcare leaders to handle various financial operations such as managing cash flow and negotiating contracts. Hence, health centers are run more efficiently and profitably.
2. How do operating statements and balance sheets differ? How are they similar?
Operating statements detail a company’s income and expenses over a certain period while balance sheets define assets, shareholder equity and liabilities of an organization. They both provide an illustration of the current value of a business. 
3. How do ratios offer more information than balance sheet data do?
Ratios offer more information in terms of liquidity, operational efficiency, profitability and stability of a business. These aspects are hard to obtain from raw financial data on the balance sheets.
4. What organizational aspect is demonstrated by liquidity ratios?
The organization ability to settle current debt obligations as well as cover other liabilities. Also, liquidity ratio demonstrate the margin of safety while making investments.
5.  To which type of healthcare company would the acid test ratio likely be more applicable than the current ratio? Why? 
Acid test ratio is more applicable to a healthcare organization that requires management of short-term obligations with available cash and assets. This ratio also provides a more precise measure of inventory and long-term debts are excluded.
6. Why would an organization have a large number of days cash on hand? How could its strategic plans influence this number?
To ensure that the organization has sufficient amount of liquidity to cater for the requirements of rating agencies and lenders. Strategic plans inform about the budget and capital plans which aid in projecting the amount of cash needed.
7. How does inventory reduction affect the cash position of an organization?
Inventory reduction leads to an increase in the amount of cash readily available for an organization to carry out its business operations as working capital gets reduced.
8. How does debt benefit an organization? What load of debt is considered too great?
Debt helps in lowering financial costs in the capital structure, retention of more profits, having reduced interests on taxes and as a financial leverage. When the debt load is higher than 36 % of the monthly income then it is considered as too great.
9. How can a public hospital have a low or negative operating margin yet have enough funds to survive and prosper?
Hospitals can have a low or negative operating margin if there is an increase in operational cost and a reduction in the sale of services provided. They can survive by securing funds through partnerships or debts at reasonable interest, terms, and timings. 


10. What factors affect the magnitude of the time value of money?
The factors include the interest rates, present value and the future value of money. Additionally, time is another factor as well as the amount of money that has been invested.
11. What are the advantages and disadvantages of basing strategic decisions on NPV?
The benefit of using the Net Present Value is that it informs whether an investment will bring value to the company. Additionally, it takes into consideration the capital costs and the risks inherent while making future projections. The limitations include having guesswork in determining the organization’s cost of capital where assumptions may lead to acquiring sub-optimal investments or even losing better opportunities.
12. How can the use of NPV and IRR together help leaders make better capital allocation decisions?
NVP and IRR can be used to select the best investment strategy and plan. NVP provides realistic assumptions and better profitability measures while IRR compliments NVP by through provision of accurate analysis need to make investment decisions.
13. What is the benefit of basing strategic decisions on payback period? What problems are presented by the use of this metric?
Using the payback period is beneficial as it is a quick method that provides a rough estimate relating to when the business will pay back its initial investment. The method is also easy to comprehend and is biased towards liquidity. The method is faced with many challenges such as not considering the time value of money as well as ignoring cash flows post the payback period. 
14. In what situations could break-even analysis be used effectively?
The break-even analysis could be used while developing a business plan by evaluating the business performance in term of cost structures. Also, it is utilized in making decisions about investments such as upgrading the company’s equipment or hiring new staff members. Additionally, it could be used to determine whether to give discounts on various products.
15. What is the advantage of performing sensitivity analysis along with break-even analysis?
Sensitivity analysis provides further insight on evaluating and making investment decisions. The method complements the break-even analysis by handling issues of estimates and assumptions that may turn out to be unreliable aspects that affect when the business will break even.






Chapter 10: Development and Execution of a Strategic Plan
1. How does an organization combine its mission and vision with its environmental analyses to develop a strategic plan?
Mission, vision and the environmental analysis are utilized to influence the staff members while undertaking their roles towards the attainment of the overall organizational goals.   The aspects above differentiates the organizations and act as a company’s brand.  
2. Why is alignment of employees’ perceptions critical for proper strategic action to take place? Why do you think executives’ perceptions might differ from those of other staff?
Alignment of employees’ perceptions is imperative to develop a sense of common ownership to the vision. Additionally, it motivates the employees towards change as well as reduces cases of resistance and conflicts in the organizations. Executives’ perceptions could differ due to lack of staff involvement in making decisions and plans.
3. How can an organization better align its employees’ perceptions?
Organizations can use various methods to enhance their alignment to employee perception such as involving them in committees and allowing them to participate on boards to air their views and present their ideas. 
4. Why is it not preferable to have more than seven strategic priorities? Would it be better to have fewer? 
The more the strategic priorities the greater the level of complexity. The management of the strategic process becomes exponentially difficult which could lead to the unsuccessful realization of the company’s goals. Hence, it’s better to have fewer strategic priorities.
5. What critical factors do leaders need to consider when setting goals and objectives? 
The leaders need to ensure that the goals are SMART. In terms of being Specific, Measurable, Attainable, Relevant and Timely.
6. What are the advantages of using project charters? What might be some disadvantages?
Advantages: The advantages include identification of the key components of the action plan such as the objectives, scope, key stakeholders, responsibilities and the timeframe. The charter also ensures that the desired outcomes align with the strategic priorities.
Disadvantages: The project charter may lead to additional resource consumption in terms of costs and time. The developed charter may fail to be used. 
7. Why might a person or unit in charge of strategic planning also be assigned responsibility for public relations, communications, and business development? 
To play a vital role in promoting sales as well as developing marketing plans that include market targeting and segmentation. The person may also be tasked to group stakeholders and formulate strategies that help in branding the company to attract more potential customers.
8. When and why might a governance board want to organize a strategic planning subcommittee? 
On the instance that there is greater responsibility in the engagement of the strategic planning process. The sub-committee formulates the strategic plan but lets the management to implement and execute the plan.
9. What methods can a board or strategic planning committee use to increase communication to stakeholders and better understand their needs and perceptions?
It could use project reports, discussion boards and video conferencing throughout the strategic planning process. Active involvement through face to face meeting and forums are other approaches to enhance stakeholder communication.
10. Why is it important to have written guidelines for the strategic planning process?
Written guidelines help to document the action plans that geared towards achieving the overall company’ goal through achievement of the specific tasks and objectives.
11. What are the differences between strategic plans and marketing plans? 
Strategic plans are fundamentally utilized for implementing the strategic direction of a company and managing it while marketing plans go into more detail about the sales and the target audience. Marketing plans are informed and built upon the strategic plans.
12. How should a company determine which customer segments to focus on? 
The focus should be on customers that really need the product or services offered by the organization. Customers could be segmented on basis of their demographics, behavior, or by psychographic factors.
13. How can a marketing plan help an organization achieve its mission and vision?
[bookmark: _GoBack]A marketing plan plays an imperative role in facilitating market segmentation and having target audiences and strategies to boost sales and customer satisfaction and retention. Various marketing strategies aid in achieving the vision and mission.
14. What critical points should a marketing plan address?
A marketing plan should address issues of segmentation and marketing strategies. Additionally, it should handle aspects of targeting including plans, actions and timelines.

