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Mentor Interview
In the healthcare ecosystem, cost control is critical to delivering excellent patient care and
maintaining a strong financial position (Bhati, 2023). This report focuses on budget management and
includes a candid interview with Charlotte Jane, an experienced nurse leader who has many years of
experience in financial management. Charlotte is the Director of Nursing Operations at a highly
reputable healthcare facility and has experience with both operating and capital budgets that every
director has to manage. In this interview, the focus was on asking effective questions that could
provide insight into her design and management of scalable budgets that other sectors might be able
to replicate in seeking better fiscal insight into healthcare.

Comparison of Capital and Operating Budget
In healthcare, both operating and capital budgets need to be managed, but each has a separate
process since one deals with everyday expenses and the other with future planning. An operating
budget supports the day-to-day costs of keeping a healthcare facility running smoothly, while capital
budgets focus on larger investments that support long-term projects such as new technology
implementation and major facility upgrades (Zhang & Bohlen, 2023).

Difference in Management of Capital and
Operating Budget
Operating budgets are annual short-term financial plans that operate over a fiscal year and focus on
everyday expenses like staffing, utilities, or medical supplies. Their objective is to support healthcare
facility operations without interruption so that resources are always available for the delivery of
optimal patient care (Zhang & Bohlen, 2023). For instance, Charlotte predominantly uses precise
forecasting to allocate resources effectively. She ensures that patient care is not compromised due to
budget constraints (Mostafa & El-Atawi, 2024).

On the other hand, capital budgets are long-term financial plans that emphasize substantial
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investments used to improve operations and develop healthcare facilities. These are usually multi-
year budgets that need to be managed in ways that support and align with an organization’s
overarching goals. This is where the idea of justifying those expensive purchases comes into play with
a capital budget, such as buying new medical equipment or completing renovations that are needed
around the facility (Zhang & Bohlen, 2023). Charlotte approaches this by requiring strategic planning
upfront to ensure that these investments are financially viable and support the long-term goals of the
healthcare facility (Flammer & Ioannou, 2020).

The main distinction is the regularity and immediacy of operating expenditures compared with the
irregular and major nature of capital investments. While capital budgets necessitate meticulous
planning and spending justification over a longer horizon, operating budgets demand constant
changes and management (Zhang & Bohlen, 2023).

Common Financial Management Techniques
Forecasting, variance analysis, and cost control are a few financial management strategies that are
shared across various organizations despite variations in operating and capital budgets. Accurate
forecasting, which Charlotte uses to anticipate patient volume variations and resource demands, is
vital in both budget types to predict future financial patterns and deploy resources effectively
(Mostafa & El-Atawi, 2024). Kaplan and Gallani (2022) elaborated that variance analysis is another
widely used approach in which budgeted figures are compared with actual costs, enabling nurse
leaders like Charlotte to identify discrepancies and take corrective actions promptly. Furthermore,
cost-control measures such as standardization of contracts, patient flow optimization, strategic
staffing, and negotiating for favourable prices are essential to maintaining financial stability in both
capital and operating budgets (Wackers et al., 2021). Charlotte does a good job of utilizing these
strategies to guarantee that capital expenditures stay within the specified financial limitations and to
avoid overspending in the operating budget.

Key Considerations and Challenges for Nurse
Leaders
Resource allocation within the operating budget is important for providing continuous patient care,
and efforts must be made in staffing decisions to ensure the procurement of supplies as well as cost-
saving measures. Equally important is strategic planning in the capital budget, as significant
investments have to be meticulously matched with the long-term objectives of the organization so
that they deliver substantial returns leading to improved patient outcomes or operational efficiencies
(Flammer & Ioannou, 2020). This demonstrates the constant challenge of achieving cost efficiency
while delivering high-quality care that nurse leaders like Charlotte tackle. Furthermore, controlling
budget variations is a crucial task, as differences between planned and actual numbers can develop in
both types of budgets and call for quick identification of root causes and the application of remedial



Copyright © 2026 Academic Master. | 3

action to preserve financial stability (Kaplan & Gallani, 2022).

Knowledge Gaps and Areas of Uncertainty
While Charlotte’s experience offers valuable insights into managing operating and capital budgets,
there are still several areas of uncertainty and knowledge gaps that need attention. This includes how
budget forecasting and resource allocation can be impacted by changes in regulations and economic
factors. There is also a scarcity of data on the long-term return of capital investments and the
integrated effects they have on patient care. It is also uncertain which training programs are the most
effective in preparing nurse leaders to manage finances and budgets. Ultimately, more research is
required to understand how various departments within health systems operate to enhance budget
management practices, especially in terms of interactions between clinical and financial functions.

Resource Allocation
Healthcare resource allocation is a multifaceted operation of aligning workforces, tools, and services
with optimal patient care and performance efficiency (Alshehri et al., 2023). The methodology starts
by collecting and reviewing data related to finance, patient care statistics, or historical budgets for a
detailed investigation of existing resource utilization as well as future projections. Financial analysts
provide a critical perspective on budget constraints and financial prognosis, whereas departmental
heads, along with clinical staff, furnish insight into patient care requirements and certain operational
issues (Ordu et al., 2020). These groups work together to make certain that resources are aligned
with the strategic direction of the organization, i.e., better patient outcomes and financial health.

Regarding the process of resource allocation, one has to ensure that it is in accordance with the
strategic objectives of the healthcare organization and that there is still a pursuit of excellence in
patient care standards. Organizations should prioritize investments that provide the best returns in
both patient outcomes and operational efficiencies (Thusini et al., 2022). The process often involves
difficult trade-offs, requiring careful consideration of the potential benefits and risks associated with
different allocation strategies. For instance, investment in new medical technology might result in
better patient care, but it also requires cuts elsewhere to balance the budget (Gentili et al., 2022). As
a result, seeking feedback from multiple stakeholders means that all viewpoints are accounted for
and will give way to an even distribution strategy.

Assumptions
The resource allocation process is based on a number of very important assumptions that have great
implications for decision-making. A key assumption is the number of patients the facility expects,
which dictates the number of employees needed and the medical supplies/services required. For
example, in a study of nurse workload, the likelihood of patients dying was observed to be 16 times
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greater for every extra patient assigned to them (Lasater et al., 2021). Also, staffing decisions are
made based on the scope of care currently provided by a facility and likely future alterations to how
healthcare is delivered. It is important to regularly review and adjust these assumptions to keep
resource allocation decisions accurate and effective as the healthcare environment changes.

Effective Approach for Profits and Fiscal Success
In healthcare, one common approach to planning for profitability and fiscal viability is based on
thorough budget creation alongside comprehensive management techniques that support an
organization’s financial health (Kourtis et al., 2021). It starts with resource allocation that follows the
strategic plan of the healthcare organization, aligning budget decisions to move towards longer-term
goals like providing better patient care, expanding services, and adopting new technology. This not
only ensures proper utilization of resources but also brings organizational transparency and
accountability. Healthcare leaders need to carefully monitor and evaluate their budget performance
on a regular basis by tracking spending compared with financial targets and making necessary
adjustments (Homauni et al., 2023). Clear alignment with strategic priorities in financial planning
should drive healthcare organizations toward sustainable growth and profitability.

Another key approach that allows for fiscal success is variance analysis. Variances take place when
there is a difference between budgeted figures and actual costs; such discrepancies need to be
examined quickly, and their root causes identified so that prompt action can be taken. Variance
analysis is very helpful in keeping financial discipline intact, and it also helps avoid overspending that
could compromise the organization’s financial stability (Kaplan & Gallani, 2022). Healthcare
management also has to be careful with discretionary spending, as unanticipated expenses could
limit financial flexibility and impair its capacity to seize opportunities or address unanticipated
problems. Strong controls and frequent financial evaluations help organizations reduce the risks
related to discretionary expenditure and guarantee responsible and effective allocation of resources.

Potential Merits for Alternative Approach
Arief (2020) mentioned that learning about zero-based budgeting or performance-based budgeting
could improve fiscal performance. Zero-based budgeting forces justification of all expenses from the
ground up, creating a culture in which every amount spent is scrutinized and evaluated before
commitment. This way of working can be a more effective method of directing money toward areas
where progress is actually being made and not spending on things that are no longer relevant. In
contrast, performance-based budgeting relates funding to particular outcomes and supports
organizational goals by encouraging departments to align their operations closely. Although these
methods might need a lot of time and work to apply, their capacity to inspire responsibility and
efficiency makes them deserving of thought for hospitals trying to maximize their financial control
plans (Homauni et al., 2023).
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Nurse Leader’s Approach to Budget Management
Evaluating the nurse leader’s approach to budget management reveals several effective strategies
that enhance financial oversight and operational efficiency. One aspect is the full financial review
process that features monthly variance analysis meetings for prompt correction of differences (Kaplan
& Gallani, 2022). Not only does this approach help prevent financial surprises, but it also keeps
spending in check with organizational goals. In addition, the leader emphasized shared budgeting,
thus including heads of departments and frontline staff in initiatives that have created a sense of
accountability among team members for their service (Ordu et al., 2020). This inclusive approach
improves the accuracy of budget projections and incentivizes departments to stay within their
financial allocations. The process, however, could also benefit from incorporating more advanced
financial analytics tools like predictive modelling and machine learning algorithms that can help with
forecasting accuracy and result in much greater data-driven decision-making (Samad, 2024).

The leadership practice of incorporating cross-departmental feedback into budget planning can be a
very useful best practice to adopt. The process is designed to be transparent and allows all relevant
considerations (i.e., departmental needs/patient care priorities) to be included in budget decisions. In
addition, continuous professional development of staff in financial literacy will enhance transparency
and accountability and also help to make people care about the system (Fernando, 2024). To enhance
this approach, the nurse leader could introduce periodic training sessions on emerging financial
management technologies and trends, ensuring that the team stays updated with best practices in
the field. Additionally, setting up a feedback loop to evaluate the effectiveness of implemented
budget strategies can lead to continual improvements and optimized resource allocation (Homauni et
al., 2023).

Criteria for Budget Evaluation
Relevant sources that outline criteria for budget evaluation, such as the Healthcare Financial
Management Association’s (HFMA) guidelines, specify accuracy and transparency along with
alignment with organizational strategy (HFMA, 2020). The criteria can be applied to assess the nurse
leader’s approach by looking at how well the budget is linked to strategic goals, the transparency and
completeness of financial reports, and the reliability of projected finances. Through the application of
these standards to the methodology, an organization can ascertain that its financial management
practices are sound and can effectively support it as it pursues its mission and objectives.

Conclusion
The interview with Charlotte highlights the importance of strategic planning, efficient allocation of
resources, and stronger financial oversight in managing both operating and capital budgets in
healthcare. Her story exemplifies the need for financial modelling, variance analysis, and cost control
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to maintain financial stability while delivering excellent patient care. She also recognizes their
potential implications, such as the long-term effects of capital investments and how well nurse
leaders are prepared for executive roles.

References
Alshehri, A., Balkhi, B., Gleeson, G., & Atassi, E. (2023). Efficiency and resource allocation in
government hospitals in Saudi Arabia: A casemix index approach. Healthcare, 11(18), 2513.
https://doi.org/10.3390/healthcare11182513

Arief, M. S. (2020). The evaluation of the performance based budgeting in health, education, and
public works agencies of Polewali Mandar regency, west Sulawesi province. Mega Aktiva: Jurnal
Ekonomi Dan Manajemen, 9(1), 39. https://doi.org/10.32833/majem.v9i1.110

Bhati, D. (2023). Improving patient outcomes through effective hospital administration: A
comprehensive review. Cureus, 15(10), 1–12. https://doi.org/10.7759/cureus.47731

Fernando, J. (2024, June 29). Financial literacy: What it is, and why it is so important. Investopedia.
https://www.investopedia.com/terms/f/financial-literacy.asp

Flammer, C., & Ioannou, I. (2020). Strategic management during the financial crisis: How firms adjust
their strategic investments in response to credit market disruptions. Strategic Management Journal,
42(7), 1275–1298. https://doi.org/10.1002/smj.3265

Gentili, A., Failla, G., Melnyk, A., Puleo, V., Tanna, G. L. D., Ricciardi, W., & Cascini, F. (2022). The cost-
effectiveness of digital health interventions: A systematic review of the literature. Frontiers in Public
Health, 10(10). https://doi.org/10.3389/fpubh.2022.787135

HFMA. (2020, September 18). The Healthcare Financial Management Association releases best
practices for the fair resolution of patients’ medical bills. HFMA.
https://www.hfma.org/press-releases/hfma-best-practices-fair-resolution-patient-medical-bills/

Homauni, A., Moghaddam, N. M., Mosadeghkhah, A., Noori, M., & Abbasiyan, K. (2023). Budgeting in
healthcare systems and organizations: A systematic review. Iranian Journal of Public Health, 52(9).
https://doi.org/10.18502/ijph.v52i9.13571

Kaplan, R. S., & Gallani, S. (2022). Variance analysis: New insights from health care applications.
Issues in Accounting Education, 37(2). https://doi.org/10.2308/issues-2021-031

Kourtis, M., Curtis, P., Hanias, M., & Kourtis, E. (2021). A strategic financial management evaluation of
private hospitals’ effectiveness and efficiency for sustainable financing: A research study. European
Research Studies Journal, XXIV (Issue 1), 1025–1054. https://doi.org/10.35808/ersj/2023



Copyright © 2026 Academic Master. | 7

Lasater, K. B., Aiken, L. H., Sloane, D., French, R., Martin, B., Alexander, M., & McHugh, M. D. (2021).
Patient outcomes and cost savings associated with hospital safe nurse staffing legislation: An
observational study. Biomed Journal Open, 11(12). https://doi.org/10.1136/bmjopen-2021-052899

Mostafa, R., & El-Atawi, K. (2024). Strategies to measure and improve emergency department
performance: A review. Cureus, 16(1). https://doi.org/10.7759/cureus.52879

Ordu, M., Demir, E., Tofallis, C., & Gunal, M. M. (2020). A novel healthcare resource allocation decision
support tool: A forecasting-simulation-optimization approach. Journal of the Operational Research
Society, 72(3), 485–500. https://www.tandfonline.com/doi/abs/10.1080/01605682.2019.1700186

Samad, A. (2024). “AI-Based knowledge extraction and machine learning for predictive financial
decision-making”:
https://www.researchgate.net/profile/Abdul-Samad-84/publication/382178019_AI-Based_Knowledge_E
xtraction_and_Machine_Learning_for_Predictive_Financial_Decision-
Making/links/66909a6c3e0edb1e0fdd5b54/AI-Based-Knowledge-Extraction-and-Machine-Learning-for-
Predictive-Financial-Decision-Making.pdf

Thusini, S., Milenova, M., Nahabedian, N., Grey, B., Soukup, T., & Henderson, C. (2022). Identifying
and understanding benefits associated with return-on-investment from large-scale healthcare quality
improvement programmes: An integrative systematic literature review. Biomed Central Health
Services Research, 22(1). https://doi.org/10.1186/s12913-022-08171-3

Wackers, E., Stadhouders, N., Heil, A., Westert, G., van Dulmen, S., & Jeurissen, P. (2021). Hospitals
bending the cost curve with increased quality: A scoping review into integrated hospital strategies.
International Journal of Health Policy and Management, 11(11), 2381–2391.
https://doi.org/10.34172/ijhpm.2021.168

Zhang, R., & Bohlen, J. (2023). Healthcare business budgeting. PubMed; StatPearls Publishing.
https://www.ncbi.nlm.nih.gov/books/NBK589707/


