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EXECUTIVE SUMMARY

                                                                                                    

                       
                               
 Sharp County is located in the north central part of Arkansas and is bordered by Oregon County, Missouri to the north, Randolph County to the northeast, Lawrence to the southeast, Independence to the south, Izard to the southwest, and Fulton to the northwest.   It spans across 606 square miles and is home to 17,963 residents of which 36% are over the age of 55.  According to the U.S. Census Bureau, Sharp is the 24th fastest growing county in the state, as it has experienced a 4.9% increase in population between the 2000 Census and its last reported figures as of July 1, 2006. The hub of Sharp County is known as “The Quad-City Area” and consists of Ash Flat, the county seat; Cherokee Village, a retirement community; Highland, a growing city that is home to the local school district; and Hardy, a tourist attraction known for its antique and craft shops.  While Sharp ranks 67th in the state with $19,631 income per capita, it ranks 46th in the state for total county income of $352,631,653, and 44th for income per square mile with $567,306 per year.
The demographics of the county are comparable to other counties that have at least one hospital facility.  Sharp, unfortunately joins ranks with the 20 other counties that lack advanced medical care within their borders.  The Eastern Ozark Regional Health System ceased operations in December, 2004 due to numerous issues including financial losses that were attributed in part to unclaimed Medicare compensation.  The efforts to revive the hospital revealed that the old facility had structural and engineering damages that were not feasible to repair.  
Recent efforts to establish a new hospital in Sharp County has been made by an incorporated foundation comprised of eight members, all local residents.   The purpose of this study is to provide the Sharp County Hospital Foundation, Inc. with information that will help to determine the feasibility of the current hospital plans being considered.  This study assumes that funding to build the new hospital has been acquired and the object to be determined is whether a hospital can be feasibly operated as a critical access hospital once it is built.  


Evaluation of current available data of Sharp County and Arkansas hospitals produced the following pro forma estimate of total revenue and expenses for the proposed hospital:
	Inpatient Revenue
	$9,776,373
	
	

	Outpatient Revenue
	$20,416,255
	
	

	Total Patient Revenue
	
	$30,192,628
	

	 Contractual Allowances (Discounts)
	
	($15,250,296)
	

	Net Patient Revenues
	
	
	$14,942,332 

	Total Operating Expense
	
	
	($17,013,546)

	Operating Income (Loss)
	
	
	($2,071,214)

	Other Income: Miscellaneous Non-patient Revenue
	
	$1,166,774
	

	Other Expenses
	
	$274,295
	

	Net Other Income
	
	
	$892,479

	Net Income (Loss)
	
	
	($1,178,735)



These figures are for performance in the current economic conditions and are characteristic of the critical access hospitals in the State of Arkansas.  
The Non-Patient Revenue projection does not include the effects that a local sales tax would have on the facility’s finances.  Should a sales tax referendum be passed, additional support for the hospital has the potential of the following figures:
	Sales Tax per Sharp County Resident, based on July 1, 2006 population of 17,963 persons

	Tax Increment
	County Wide Revenue
	Sales Tax per Person
	Quad-City Revenue
	Sales Tax per Person

	    1 Cent
	                         1,681,343 
	                              93.60 
	                  1,109,557 
	                               61.77 



The additional support of a sales tax at a higher increment has the potential of compensating any loss from operations.
The financial estimates presented herein are not guaranteed results should a hospital be established in Sharp County.  They are conservative estimates based upon available secondary data for the current performance of existing Arkansas hospitals.  As with any business, financial performance is a result of management and prevailing economic conditions, both of which are subject to characteristics, circumstances, and changes that may impose positive and/or negative impact on a company’s financial status.  

SECTION I:  
INTRODUCTION TO PROJECT

                                                                                                    

                       
                               
The Sharp County Hospital Foundation, Inc. retained Kortney E. White, MBA to compile a study on the feasibility of establishing a new hospital in Sharp County so that the Foundation could make an educated decision before proceeding any further into the construction and development of a new hospital facility.
 METHODOLOGY
The methodology of this study consisted of meeting with the members of the Foundation and conducting research using secondary data from the US Census Bureau, the Arkansas Hospital Association, the American Hospital Directory, et al.  The techniques utilized will be described in their respective sections.  Sources for information and notes are provided in footnotes where necessary.
PROJECT SCOPE
The scope of this project is to:
Examine and describe current hospital statistics for the State of Arkansas
Examine social and geographic aspects of Sharp County, Arkansas in comparison to other counties of the state
Examine financial aspects of Sharp County, Arkansas
Determine the estimated expense and required revenue of a new hospital facility based upon existing data of current operating hospitals in the state, focusing on the counties surrounding Sharp County
Analyze the strengths, weaknesses, opportunities, and threats that surround the hospital project
Analyze the competitive environment for a newly established hospital
BACKGROUND
The previous hospital located in Cherokee Village, Eastern Ozark Regional Health System, ceased operations on December 2, 2004 following a year of losses amounting to $660,000 in addition to losses of $1.5 million in 2003.  The funding shortfall was attributed to Medicare claims not being processed in a timely manner, and therefore, not collected.  The closure made an immediate economic impact to the local area by putting 142 employees out of work.[footnoteRef:1]  The Sharp Medical Foundation proposed to purchase the privately owned 40-bed hospital for $4 million, but that deal soon collapsed when it was determined that reopening the facility would cost another $10 million to get the aged facility past structural and engineering complications. [footnoteRef:2]  Recently, the hope for a new hospital facility for Sharp County has come to light due to work by a non-profit foundation comprising of eight members, all local citizens.  The Sharp County Hospital Foundation was incorporated with the Arkansas Secretary of State July 20, 2009.[footnoteRef:3] [1:  www.zoominfo.com/people/Cruse_Terry_395537921.aspx; December 9, 2004
]  [2:  Arkansas Business; May 2, 2005
]  [3:  Curtis, Tammy; “Hospital Dream Continues,” Area Wide Media, August 5, 2009
] 

The Sharp County Hospital Foundation has conducted a survey among members of the local medical community in order to gain a better grasp of sentiments both toward the former hospital and the prospect of building a new one.  Common feedback indicated that the former hospital was plagued with mismanagement of both personnel and facilities; furthermore, the community was misinformed about the circumstances that led to the decline and closure of Eastern Ozarks Regional Medical Center.   Though the past has left the community skeptical, there is also a promise of support for a new hospital.  These findings impose a responsibility upon the Foundation to be open with the community about the developments of the new hospital, something which the Foundation has expressed an openness and willingness to embrace.
One of the Foundation members, an architect, has rendered the following depictions of what the new hospital would look like from the outside and from an aerial vantage point.  Also, floor plans for the first and second floors have been drawn and presented.  According to the plans, the first floor would hold administration and hospital operations while the second floor would house patient rooms.[footnoteRef:4]   [4:  Architectural drawings were taken from www.sharpcountyhosptial.com.] 



[image: E:\OVERHEAD_Hospital.jpg]
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SECTION II:
A BRIEF OVERVIEW OF ARKANSAS HOSPITAL STATISTICS    
                                                                                                    

                       
                               

According to the Arkansas Hospital Association’s 2008 Annual Report, there are 108 hospitals in the State of Arkansas; 101 of which are members of the Association.  The Association reports the following categorization of the hospitals in the state:
	HOSPITAL CATEGORY
	NUMBER

	General Acute Care, Community, Urban
	25

	General Acute Care, Community, Rural
	22

	Critical Access
	28

	Long Term Care
	10

	Psychiatric
	8

	Rehabilitation
	7

	Specialty Surgery
	3

	Veterans (VA)
	2

	Pediatric
	1

	Cardiac
	1

	Total Number of Hospitals in Arkansas
	108



Of the 101 members of the Arkansas Hospital Association, 46% of the hospitals are charitable, not-for-profit entities; 32% are private, for-profit entities; and 21% are publicly owned and operated by a city, county, state, or federal government.
Of the 75 counties in the state, 46 of those counties are served by a single hospital.  There are 21 counties, or 28% of the counties in the state that are without hospital facilities.  These counties will be examined closer in the following section of this study.
According to “Comparative Financial Indicators: Community Hospitals” published in the Summer 2009 edition of Arkansas Hospitals,  the State of Arkansas charges patients, on average, $21,151 per hospital stay.  The average payment received for each stay is $7,573 while the average operating cost per stay is $7,574.


SECTION III: 
GEOGRAPHIC AND SOCIAL ASPECTS OF SHARP COUNTY, ARKANSAS
    




The purpose of this section of the study is to examine the geographic and social aspects of Sharp County, Arkansas in comparison with the other 74 counties.  Sharp is held in comparison with those counties that have a community hospital facility and in contrast with those that do not have a community hospital.  Additional consideration is given to those five other counties that border Sharp:  Fulton County lies to the northwest, Izard to the southwest, Independence to the south, Lawrence to the southeast, and Randolph to the northeast.  The aspects under examination were selected as common significant characteristics, and are as follows:
Land Area
Population and Population Density
Age Distribution
Education Levels 
Land Area—Each county has a definable physical space that is encompassed by its respective political boundary.  Greater land area is not a reliable indicator that a capacity for a greater population exists or can ever be supported; this is influenced and even determined by various geographic aspects, such as terrain and climate. Land area is rather a determinant of need and/or demand of a good or service, i.e. how far will one have to travel to acquire adequate medical care.
Population and Population Density— Each county has a number of persons that reside within it.  Each person has common basic needs—food, clothing, shelter, and medical care.  The population of a county reflects how many people will require these basic needs to be met.   Population is also a factor in determining total county income as derived from income per capita figures.
The number of persons who reside in a square mile is the unit used to express population density, which is a characteristic of any population.  The number of people in an area determines the demand and income available to support any type of entity, whether it is a church, a school, a restaurant, a merchandiser, or a hospital.  Likewise, the existence of one or more of these entities will attract people and revenue for the others.   
Age Distribution—The age of a population will determine the demand for certain goods and services.  A population with a higher density of children, elderly, and disabled individuals will maintain a greater demand for medical care.  Likewise, these populations carry a much greater likelihood of being covered by a social program that provides guaranteed payment for medical services.  
Education Levels—The education levels attained by a population determine its aptitude in operating certain types of businesses.  Populations with higher education levels are able to maintain and support greater entities that require specialization to operate.  Populations that lack education also lack the expertise found in better professional facilities.  This in turn affects the availability of the better professional facilities to the respective populations.  Education levels will be examined as the percent of the population with high school or equivalent education and higher, and that percent of the population that has a bachelor degree or higher.  Persons with higher educations are more likely to be employed by an entity that provides health insurance and are therefore more likely to seek health care.  They also tend to earn higher incomes which in turn act to contribute to their local economies.   
Data collected from the United States Census Bureau was analyzed by ranking the counties in order from greatest to least and dividing them into 5 groups of 15.  Those counties listed as not having hospital facilities are designated and data was examined for cluster occurrences, i.e. where the counties without hospitals fall in the rankings and where Sharp County falls among the counties as a whole and among the bordering counties with hospitals.   Cluster results are discussed for each aspect with attention given to the cluster group in which Sharp County falls.
LAND AREA
The State of Arkansas spans across 53,179 square miles; Sharp County occupies 606 of those.  It ranks 58th among the 75 counties in size. Border county Fulton claims 620 square miles, Independence assumes 772 square miles, and Randolph occupies 656 square miles.  Lawrence and Izard are both smaller than Sharp, with 592 and 584 square miles, respectively, to their names.  Nearby Baxter County with 587 square miles is also smaller than Sharp.
The larger the area assumed by a county, the greater its radius, or distance from the county center to the county border.  County seats in the state of Arkansas are characteristically a centralized location; therefore, the greatest population density occurrences tend to gravitate to the county seats and are centralized as well.  These populations, then, require higher levels of goods and services, consequently centralizing the availability of goods and services, such as a hospital.   Distance from one county seat to another often determines the availability of certain goods and services to the populations in surrounding counties that lack the goods and/or services needed.
Sharp joins company with 21 other counties in the state without a community hospital: 
Madison, Marion, Newton and Searcy, all located in Northwest Arkansas
Sharp and Poinsett in Northeast Arkansas
Conway and Perry, located in Central Arkansas
Lee, Lonoke, Monroe, Prairie, and Woodruff in East Central Arkansas
Calhoun, Cleveland, Grant and Lincoln in South Central Arkansas
Howard, Lafayette, Miller, Montgomery, and Nevada counties of Southwest Arkansas
The map on the following page illustrates the location of the counties that do not have a hospital facility.  Note that only two counties do not share borders with other counties without hospitals: Poinsett and Sharp.  This is indicative that these counties are in areas that have already demonstrated the ability to support more than one community hospital.  



Sharp County residents have access to a hospital in any one of the five bordering counties, and often seek treatment at facilities in Baxter (Mountain Home), Craighead (Jonesboro), and Howell County, Missouri (West Plains).  The nearest facility is located in Salem, Fulton County.  From Highland (the most centrally located of the quad-city area[footnoteRef:5]), a patient would be required to travel 23 miles to Salem.  The other four locations are practically equidistant from Highland:  42 miles of travel is required to get to Pocahontas in Randolph County or Calico Rock in Izard County; 43 miles separates Highland from Batesville in Independence County; 44 miles comes between Highland and Walnut Ridge in Lawrence County.[footnoteRef:6] Travel to any of these destinations from Sharp is characterized by steep hills, sharp curves, and winding two-lane roads that pose hazardous challenges to drivers and hinder travel time that can be precious in emergency situations.   The distance and obstacles between Sharp County residents and a hospital facility are contributing factors that would encourage Sharp County residents to patronize their local community hospital, especially with a four-lane highway spanning from Hardy to Ash Flat.   [5:  Population density in Sharp County gravitates to a quad-city area that consists of county seat Ash Flat and extends northeastward to Highland (location of a full public school system), Cherokee Village (a renowned retirement community), and Hardy (a significant tourist and recreational town). ]  [6:  Source: Rand McNally, www.randmcnally.com; January 4 2010.  
] 

Furthermore, ambulances are required in emergency situations to transport patients to the nearest hospital from the initial location of the patient.  Positioning the hospital in the quad-city area would make the Sharp County location the nearest location for residents in other counties, namely Fulton, Lawrence and Izard.    
CLUSTER OCCURRENCES:  Counties without hospitals are distributed throughout the ranks with counties that have hospitals.  Only one (Madison) of the 15 largest counties[footnoteRef:7] does not have hospital facilities while seven (Cleveland, Howard, Woodruff, Lincoln, Conway, Perry and Lafayette) of the 15 smallest counties[footnoteRef:8] are without.   [7:  Union, White, Arkansas, Washington, Yell, Ashley, Mississippi, Jefferson, Scott, Clark, Benton, Polk, Madison, Drew, and Pope
]  [8:  Cleveland, Howard, Woodruff, Lawrence, Cleburne, Baxter, Izard, Sevier, Greene, Lincoln, Conway, Little River, Perry, Sebastian, and Lafayette
] 

Sharp County’s rank at 58th places it in the next to lowest ranked group of 15.[footnoteRef:9]  Six of the counties (Grant, Calhoun, Monroe, Nevada, Lee and Sharp) included in this group do not have a hospital facility. [9:  This group includes Crittenden, Grant, Calhoun, Cross, Hot Spring, Monroe, Nevada, Fulton, Franklin, Lee, Pike, Stone, Sharp, Crawford, and Boone
] 

The distribution of counties in respect to land area is less of a determining factor of whether a county can support a hospital, but rather provides a point of reinforcement in establishing the need for a hospital, though this point alone proves nothing.  However, as it has been discussed, the distances from Sharp County’s population center to facilities located in other counties and the terrain that must be endured in traveling to those locations certainly lends validation for the need of a hospital facility in Sharp County.
POPULATION AND POPULATION DENSITY
There were 2,810,872 Arkansans as of July 1, 2006, according to the US Census Bureau; of those 17,963 were Sharp County residents.  Sharp’s rank of 43rd in population puts it ahead of border counties Lawrence (ranked 47th with 16,899), Izard (ranked 55th with 13,356), and Fulton (ranked 60th with 11,756).  Independence (ranked 21st with 34,909) and Randolph (ranked 40th with 18,448) both maintain a higher number of persons.  
Sharp’s rank in population density is 37th in the state with 28.9 persons per square mile. This is slightly better than Lawrence with 28.8 persons and Randolph with 28.3 persons, higher than Izard with 23.0 persons, and significant in comparison to Fulton with 19.0.  However, Sharp’s density pales to that of Independence with 45.7 persons.
Sharp County is the 24th fastest growing county in the state with a net population increase of 844 persons, even though deaths (1,563) outnumbered births (1,166) over this time frame.  The difference in the total increase and the decrease from natural causes is attributed to other causes, i.e. people moving into the county[footnoteRef:10].  Sharp actually experienced a higher surge in population than its surrounding counties.  [10: Other causes for people moving into/out of a county may be attributed to work/lack thereof, educational opportunities/lack thereof, family circumstances, retirement, etc. ] 

The chart on the following pages demonstrates the population growth and/or atrophy among all counties in the state, ranked by population change, from April 2000 through July 2006.  The chart illustrates that the 33 counties with a growing population have hospital facilities with the exception of Lonoke, Miller, Grant, Sharp, and Marion.  Counties experiencing stagnation in their population increase also form a cluster in the chart showing that they also lack hospitals.  Three of the exceptions are Randolph, Fulton, and Izard.  Sharp is in yellow.  Other counties without a hospital are in red.  Counties that border Sharp are in blue.
	Rank
	County
	Total Pop Change 4/00 to 7/06
	Births
	Deaths
	Net Natural Change
	Other Change
	%  Change

	 
	ARKANSAS                        
	137,474
	237,755
	175,236
	62,519
	74,955
	5.1

	1
	Benton, AR                          
	42,699
	16,814
	7,985
	8,829
	33,870
	27.8

	2
	Washington, AR                      
	28,746
	17,961
	7,721
	10,240
	18,506
	18.2

	3
	Faulkner, AR                        
	14,671
	8,256
	4,160
	4,096
	10,575
	17.1

	4
	Saline, AR                          
	10,494
	6,201
	4,621
	1,580
	8,914
	12.6

	5
	Lonoke, AR                          
	10,074
	4,970
	2,961
	2,009
	8,065
	19.1

	6
	Garland, AR                         
	7,098
	6,694
	7,951
	-1,257
	8,355
	8.1

	7
	Craighead, AR                       
	6,096
	7,764
	5,003
	2,761
	3,335
	7.4

	8
	Pulaski, AR                         
	5,844
	36,125
	20,626
	15,499
	-9,655
	1.6

	9
	Crawford, AR                        
	5,538
	4,841
	3,073
	1,768
	3,770
	10.4

	10
	White, AR                           
	5,395
	5,712
	4,535
	1,177
	4,218
	8.0

	11
	Sebastian, AR                       
	5,252
	11,518
	7,149
	4,369
	883
	4.6

	12
	Pope, AR                            
	3,202
	4,659
	3,167
	1,492
	1,710
	5.9

	13
	Baxter, AR                          
	2,921
	2,234
	4,023
	-1,789
	4,710
	7.6

	14
	Greene, AR                          
	2,762
	3,421
	2,601
	820
	1,942
	7.4

	15
	Miller, AR                          
	2,612
	3,409
	2,459
	950
	1,662
	6.5

	16
	Boone, AR                           
	2,457
	2,667
	2,356
	311
	2,146
	7.2

	17
	Carroll, AR                         
	1,982
	2,166
	1,604
	562
	1,420
	7.8

	18
	Johnson, AR                         
	1,672
	2,143
	1,448
	695
	977
	7.3

	19
	Cleburne, AR                        
	1,439
	1,555
	1,941
	-386
	1,825
	6.0

	20
	Hot Spring, AR                      
	1,377
	2,242
	2,097
	145
	1,232
	4.5

	21
	Crittenden, AR                      
	1,217
	5,577
	3,225
	2,352
	-1,135
	2.4

	22
	Madison, AR                         
	1,118
	1,103
	916
	187
	931
	7.8

	23
	Grant, AR                           
	1,029
	1,162
	1,086
	76
	953
	6.3

	24
	Sharp, AR                           
	844
	1,166
	1,563
	-397
	1,241
	4.9

	25
	Marion, AR                          
	791
	843
	1,070
	-227
	1,018
	4.9

	26
	Yell, AR                            
	695
	2,030
	1,579
	451
	244
	3.3

	27
	Independence, AR                    
	676
	2,867
	2,345
	522
	154
	2.0

	28
	Sevier, AR                          
	540
	1,709
	1,006
	703
	-163
	3.4

	29
	Van Buren, AR                       
	526
	1,124
	1,385
	-261
	787
	3.2

	30
	Franklin, AR                        
	505
	1,356
	1,212
	144
	361
	2.8

	31
	Stone, AR                           
	482
	745
	899
	-154
	636
	4.2

	32
	Scott, AR                           
	420
	890
	806
	84
	336
	3.8

	33
	Logan, AR                           
	417
	1,785
	1,704
	81
	336
	1.9

	34
	Conway, AR                          
	358
	1,515
	1,379
	136
	222
	1.8

	35
	Cleveland, AR                       
	287
	688
	541
	147
	140
	3.3

	36
	Randolph, AR                        
	253
	1,319
	1,309
	10
	243
	1.4

	37
	Perry, AR                           
	202
	717
	657
	60
	142
	2.0

	38
	Polk, AR                            
	134
	1,675
	1,542
	133
	1
	0.7

	39
	Howard, AR                          
	115
	1,332
	1,080
	252
	-137
	0.8

	40
	Fulton, AR                          
	114
	671
	949
	-278
	392
	1.0

	41
	Izard, AR                           
	107
	867
	1,176
	-309
	416
	0.8

	42
	Montgomery, AR                      
	27
	564
	711
	-147
	174
	0.3

	43
	Searcy, AR                          
	-186
	513
	643
	-130
	-56
	-2.3

	44
	Calhoun, AR                         
	-186
	289
	403
	-114
	-72
	-3.2

	45
	Newton, AR                          
	-197
	544
	569
	-25
	-172
	-2.3

	Rank
	County
	Total Pop Change 4/00 to 7/06
	Births
	Deaths
	Net Natural Change
	Other Change
	%  Change

	46
	Hempstead, AR                       
	-240
	1,981
	1,599
	382
	-622
	-1.0

	47
	Drew, AR                            
	-336
	1,418
	1,153
	265
	-601
	-1.8

	48
	Lincoln, AR                         
	-367
	916
	822
	94
	-461
	-2.5

	49
	Pike, AR                            
	-444
	718
	946
	-228
	-216
	-3.9

	50
	Cross, AR                           
	-470
	1,653
	1,298
	355
	-825
	-2.4

	51
	Nevada, AR                          
	-484
	822
	795
	27
	-511
	-4.9

	52
	Bradley, AR                         
	-489
	1,053
	1,054
	-1
	-488
	-3.9

	53
	Poinsett, AR                        
	-528
	2,193
	2,018
	175
	-703
	-2.1

	54
	Little River, AR                    
	-554
	862
	980
	-118
	-436
	-4.1

	55
	Prairie, AR                         
	-612
	626
	752
	-126
	-486
	-6.4

	56
	Clark, AR                           
	-633
	1,739
	1,618
	121
	-754
	-2.7

	57
	Lafayette, AR                       
	-663
	594
	662
	-68
	-595
	-7.7

	58
	Woodruff, AR                        
	-835
	606
	821
	-215
	-620
	-9.6

	59
	Dallas, AR                          
	-860
	622
	757
	-135
	-725
	-9.3

	60
	Arkansas, AR                        
	-861
	1,665
	1,663
	2
	-863
	-4.2

	61
	Lawrence, AR                        
	-875
	1,377
	1,426
	-49
	-826
	-4.9

	62
	Jackson, AR                         
	-993
	1,451
	1,556
	-105
	-888
	-5.4

	63
	Clay, AR                            
	-1,114
	1,194
	1,536
	-342
	-772
	-6.3

	64
	Monroe, AR                          
	-1,159
	761
	806
	-45
	-1,114
	-11.3

	65
	Desha, AR                           
	-1,160
	1,377
	1,076
	301
	-1,461
	-7.6

	66
	Columbia, AR                        
	-1,163
	1,940
	1,888
	52
	-1,215
	-4.5

	67
	Lee, AR                             
	-1,201
	896
	870
	26
	-1,227
	-9.5

	68
	Chicot, AR                          
	-1,202
	1,156
	1,100
	56
	-1,258
	-8.5

	69
	Ashley, AR                          
	-1,366
	1,819
	1,646
	173
	-1,539
	-5.6

	70
	Union, AR                           
	-1,459
	3,699
	3,540
	159
	-1,618
	-3.2

	71
	St. Francis, AR                     
	-1,794
	2,805
	2,019
	786
	-2,580
	-6.1

	72
	Ouachita, AR                        
	-2,080
	2,202
	2,415
	-213
	-1,867
	-7.2

	73
	Phillips, AR                        
	-3,114
	2,700
	2,025
	675
	-3,789
	-11.8

	74
	Jefferson, AR                       
	-3,627
	7,425
	5,625
	1,800
	-5,427
	-4.3

	75
	Mississippi, AR                     
	-4,462
	5,082
	3,534
	1,548
	-6,010
	-8.6




CLUSTER OCCURRENCES:  The fifteen counties[footnoteRef:11] with the highest population all have hospital facilities with the exception of Lonoke.  The fifteen counties[footnoteRef:12] with the lowest population do not have hospitals with the exceptions of Scott, Pike, and Dallas.  Only two other counties, Conway and Grant, in the 15 county[footnoteRef:13] grouping that includes Sharp lack a hospital.  Based on these groupings, population is a defining factor whether a county can support a hospital.  Sharp County shows population, density, and growth that is comparable to several counties with hospitals and superior to many counties without a hospital. [11:  Pulaski, Benton, Washington, Sebastian, Faulkner, Garland, Saline, Craighead, Jefferson, White, Lonoke, Crawford, Pope, Crittenden, Mississippi
]  [12:  Scott, Lee, Pike, Perry, Nevada, Montgomery, Monroe, Prairie, Cleveland, Newton, Dallas, Searcy, Woodruff, Lafayette, Calhoun]  [13:  Phillips, Clark, Logan, Ashley, Yell, Conway, Polk, Arkansas, Cross, Randolph, Drew, Franklin, Sharp, Grant, and Jackson are ranked from 31 to 45 in population.] 

AGE DISTRIBUTION
The US Census Bureau has determined that Sharp County’s population is distributed across the age brackets as follows:
4.7% of residents are under the age of 5 years of age
11.8% are between the ages of 5 and 14 years of age
11.5% are between the ages of 15 and 24 years of age
10.7% are between the ages of 25 and 34 years of age
12.4% are between the ages of 35 to 44 years of age
12.9% are between the ages of 45 to 54 years of age
13.1% are between the ages of 55 to 64 years of age
11.8% are between the ages of 65 to 74 years of age
11.0% are older than 75 years
This distribution is illustrated in the below pie chart:
The age trend of Sharp County’s population is not consistent with that of the state of Arkansas, as is depicted in the following graph.  The state population as a whole tends to be younger than that of Sharp County.   The state percentage exceeds that of the county in all age brackets except for those population groups aged 55 to 64 years, 65 to 74 years, and 75 years or older.  This trend may be explained by the number of persons who have transplanted to Sharp County to retire, as Cherokee Village is a well known retirement community.



CLUSTER OCCURRENCES:  The age brackets can also be compared with the surrounding counties to gain a better understanding of the aging trend of the six-county area.  Independence, Lawrence, and Randolph have a higher percentage of their populations falling into the age categories of under 5 years of age, 5 to 14 years of age, and 15 to 24 years of age than what Fulton, Izard and Sharp have. [footnoteRef:14]   Each county has a smaller percentage of their population falling into the 25 to 34 years age bracket.  However, Fulton and Sharp tend to have a smaller percentage of persons falling into this age group than the other 4 counties in the area.  The other significant occurrence in this comparison happens at the other end of the distribution:  Fulton, Izard, and Sharp have a greater percent of their populations aged 55 years and older.   [14:  The spike in population shown by Independence, Lawrence, and Randolph Counties may be explained by their having well established college campuses.  ] 


Sharp County’s graying population creates a demand for medical services that would not otherwise exist with a younger population.  A disadvantage of the population distribution is that while an older population demands medical goods and services, a younger population is needed to provide these goods and services.  A hospital could actually alleviate part of this problem by creating employment opportunities for those persons who would otherwise be leaving the county in search of jobs.  The age distribution charts shows that the percentage of younger persons in the county begins to decline with the 15 to 24 years age group and continues to drop with the 25 to 34 years age group.  This depicts the ages that persons tend to leave home to set out on their own.
EDUCATION LEVELS
The Census Bureau reports that as of February, 2005 75.3 percent of Arkansans had attained a high school diploma or equivalent and 16.7 percent had earned a Bachelor degree or higher.  
Sharp County’s population with a high school education/equivalent or better falls below the statewide levels with a rate of 72.9 percent as of the 2000 census, ranking 30th among the state’s 75 counties. The percent of the population with a Bachelor degree or better was only 10.3 percent in 2000, ranking 49th in the state.  
Only Independence (ranks 15th with 75.5 percent) and Izard (ranks 25th with 73.3 percent) of the surrounding counties fare better than Sharp with high school/equivalent educations.  Fulton (35th, with 72.2%), Randolph (45th, with 69.2%), and Lawrence (70th, with 63.3%) all rank below Sharp County in percent of population with a high school/equivalent diploma. 
Four of the surrounding counties, however, have higher percentages of their population possessing a Bachelor degree or higher (Independence, 19th, with 13.7%, Izard, 30th, with 11.7%, Randolph, 46th, with 10.6% and Fulton, 47th,  with 11.5%); only Lawrence (66th, with 8.5%) has a lower percentage of its population with a Bachelor degree or better.  
Independence County is the home of Lyon College and University of Arkansas Community College—Batesville, both in Batesville.  Izard County is the home of Ozarka College in Melbourne.  Randolph County has Black River Technical College in Pocahontas.  Williams Baptist College is located in College City on the outskirts of Walnut Ridge in Lawrence County.  Fulton County is the only one of the surrounding counties that lacks an established college campus.  Sharp County has been graced with its own campus within the past decade—Ozarka College, Ash Flat.  
CLUSTER OCCURRENCES:   High school education rate does not seem to act as a determining factor whether a county can support a hospital, as counties without hospitals were distributed throughout the ranks with counties that had hospitals.  Three (Lonoke, Grant, and Marion) of the 15 counties[footnoteRef:15] with the highest percentages of high school graduates do not have a hospital.  Six of the 15 counties[footnoteRef:16] with the lowest percentages of high school graduates do not have a hospital.   [15:  Pulaski, Faulkner, Saline, Benton,  Washington, Garland, Lonoke, Baxter, Pope, Craighead, Grant, Boone, Sebastian, Marion and Independence
]  [16:  Lafayette, St. Francis, Desha, Lincoln, Mississippi, Sevier, Chicot, Yell, Monroe, Lawrence, Phillips, Poinsett, Woodruff, Clay, and Lee
] 

Sharp’s rank at 30th places it in the second highest group of 15[footnoteRef:17].  Five of these counties (Miller, Perry, Conway, Cleveland, and Sharp) have no hospital. [17:  This group includes Clark, Jefferson, Cleburne, Union, Miller, Columbia, Perry, Ouachita, Little River, Izard, Hot Spring, Conway, Cleveland, Drew and Sharp.
] 

College education, however, does show as a significant factor of whether a county can support a hospital.  The fifteen counties[footnoteRef:18] with the highest percentages of persons with a Bachelor degree or higher all have one or more hospitals.  Only 5 (Logan, Sevier, Lawrence, Scott, and Clay) of the fifteen counties[footnoteRef:19] with the lowest percentages of persons lacking a four-year degree or better have a hospital.   [18:  Pulaski, Faulkner, Washington, Craighead, Benton, Clark, Pope, Garland, Drew, Columbia, Sebastian, Saline, Jefferson, White, and Union
]  [19:  Lafayette, Logan, Sevier, Prairie, Montgomery, Lawrence, Searcy, Scott, Monroe, Woodruff, Lincoln, Clay, Calhoun, Lee, and Poinsett
] 

Sharp’s rank at 49th places it in the next to the lowest group of 15[footnoteRef:20].  Only four counties (Marion, Sharp, Madison, and Cleveland) in this group lack hospital facilities.  Sharp is among a group of counties that are much more likely to support a hospital due to its rate of college educated persons in contrast to the counties that hold the bottom 15 slots.   [20:  This group includes Randolph, Fulton, Marion, Sharp, Jackson, Ashley, Pike, Madison, Cleveland, Little River, Cross, Stone, Crawford, Dallas, and St Francis.] 


















SECTION IV: 
ECONOMIC ASPECTS OF SHARP COUNTY, ARKANSAS
                                                                                                    

                       
                               
Section IV of this study established that geographic and social aspects existing in Sharp County are akin to those counties that are able to support at least one community hospital.  This section examines the economic aspects that would determine the financial health of the Sharp County Hospital.  
First, the economic characteristics of the county were placed in comparison with the other 74 counties.  Again, Sharp is held in comparison with those counties that have a community hospital facility and in contrast with those that do not have a community hospital with additional consideration given to the five other counties that border Sharp.  The aspects that are discussed in this section are:
Income per capita
Total county income
Income per square mile
Income per capita is the measure of how much income, on average, is earned or can be attributed to each resident of a county.  It is calculated by dividing total income by total population:
(Total County Income/Total County Population)
Theoretically, the higher the income per capita, the higher the disposable income of a population; this increases that population’s demand for goods and services beyond the basic needs of food, clothing and shelter.  Persons with higher incomes tend to be employed by entities that provide health insurance or these persons are able to provide health insurance or health care for themselves and their families.  Income per capita, however, cannot be relied upon as a sole indicator, i.e. it is an average of all income evenly distributed among all residents and by no means represents the actual income of all persons in a population.  
Total county income is calculated by multiplying population of an area by income per capita:
(Income per Capita X Population)
 This measure gives the aggregate income of a selected geographic area and acts as an indicator of the financial resources that are available to contribute to the economy of that area. 
Income per square mile is found by multiplying income per capita by the total population, then by dividing the quotient by the number of square miles in a county:
(Income per Capita X Population)/Total Square Miles per County
This is a measure of how much income is generated in a geographic location and can be thought of in terms of income density.  Financial resources concentrated in an area are more apt to create and maintain an overall economy as opposed to those resources that are distributed over a vast geographic area. 
Again, data was analyzed by ranking the counties in order from greatest to least and dividing them into 5 groups of 15.  Those counties listed as not having hospital facilities are designated and data is examined for cluster occurrences, i.e. where the counties without hospitals fall in the rankings and where Sharp County falls among the counties as a whole and among the bordering counties with hospitals.   Cluster results are discussed for each aspect with attention given to the cluster group in which Sharp County falls.
INCOME PER CAPITA
Sharp County ranks 67th among the 75 counties in the state of Arkansas in income per capita with $19,631 attributed to each person, per the US Census Bureau.  Only the counties of Lawrence, Randolph, Newton, Cross, Lincoln, Woodruff, Searcy, and Lee, in that order, rank lower.  Of those counties in the bottom 15 numbers of income per capita, seven have hospital facilities, including Fulton ($20,084), Lawrence ($19,469), and Randolph ($19,341).[footnoteRef:21]  [21:  The counties in the bottom 15 are, in order: Marion, Prairie, Monroe, Chicot, Fulton, St Francis, Sharp, Lawrence, Randolph, Newton, Cross, Lincoln, Woodruff, Searcy, and Lee.
] 

CLUSTER OCCURRENCES:  Counties without hospitals are distributed throughout the ranks with counties that have hospitals.  Three of the top 15 ranking counties lack a hospital, being Miller, Grant, and Cleveland counties. [footnoteRef:22] [22:  The top 15 counties for income per capita are Pulaski, Union, Sebastian, Benton, Saline, Garland, Columbia, Washington, Arkansas, Faulkner, Miller, Grant, Craighead, Baxter, and Cleveland
] 

There seems to be little direct correlation between income per capita and whether a county has hospital facilities.
TOTAL COUNTY INCOME
Sharp County takes its rank at 46th in total county income among the 75 Arkansas counties with $352,631,653[footnoteRef:23].  Neighboring counties of Independence ($859,529,358), Randolph ($356,802,768), Lawrence ($329,006,631), Izard ($276,763,032) and Fulton ($236,107,504) are ranked 21st, 45th, 51st, 55th, and 63rd, respectively. [23:  Calculated by multiplying income per capita by population, $19,631 X 17,963
] 

CLUSTER OCCURRENCES:  All but one, which is Lonoke, of the 15 counties with the highest total county income has one or more hospital facilities. [footnoteRef:24]  All but three, being Scott, Fulton, and Dallas, of the 15 counties with the lowest total county income lack hospital facilities[footnoteRef:25].  Unlike, income per capita, total county income gives rise to a better indication of whether a county is likely to support hospital facilities.   [24: The 15 counties with the greatest total county income are, in order, Pulaski, Benton, Washington, Sebastian, Saline, Faulkner, Garland, Craighead, Jefferson, White, Lonoke, Pope, Union, Crawford, and Crittenden 
]  [25:  The 15 counties with the lowest total county income are, in order, Perry, Scott, Fulton, Nevada, Cleveland, Lee, Dallas, Montgomery, Monroe, Prairie, Lafayette, Newton, Searcy, Woodruff, and Calhoun.
] 

Sharp County heads a group that has 5 counties, including Sharp, which does not support a hospital; the other counties in the group that do not lay claim to a hospital are Marion, Howard, Madison, and Lincoln.[footnoteRef:26]  Counties in this group thus have a stronger likelihood of being able to have a hospital, even though this is the next to the last placed group in total county population. [26:  Sharp heads the group that also consists of Van Buren, Marion, Howard, Clay, Lawrence, Madison, Little River, Desha, Izard, Bradley, Lincoln, Chicot, Pike, and Stone counties. 
] 

INCOME PER SQUARE MILE
Sharp County brings in $567,306 per square mile per year, ranking it 44th for income per square mile among all counties.[footnoteRef:27]   Neighboring counties (and their income per square mile) Independence ($1,125,363), Lawrence ($560,899), Randolph ($547,395), Izard ($476,619), and Fulton ($381,952) rank 24th, 45th, 46th, 53rd, and 63rd, respectively.  Only Independence has a greater amount of income per square mile than Sharp in the six-county region.   [27: This is calculated by dividing total county income by total square miles.  For Sharp, this was: $352,631, 653/606 miles, squared. 
] 

CLUSTER OCCURRENCES:  The 15 counties with the highest rate of income per square mile all have a hospital facility except for Lonoke and Miller Counties.[footnoteRef:28]  The 15 counties with the lowest income per square mile lack hospital facilities, with the exceptions of Sebastian, Fulton, and Dallas Counties.[footnoteRef:29]  The occurrence or nonoccurrence of hospitals at these extremes shows a correlation between income per square mile and the existence of a hospital in a county.  Sharp County falls into a group in which only three other counties lack hospitals: Poinsett, Howard, and Marion. [footnoteRef:30] This indicates that Sharp’s income per square mile is adequate to support a hospital. [28:  The leading 15 counties for income per square mile are in order, Pulaski Benton, Washington, Sevier, Faulkner, Garland, Craighead, Jefferson, Lonoke, Crittenden, Baxter, and Miller 
]  [29:   The fifteen counties with the lowest income per square mile are, in order, are Madison, Sebastian, Fulton, Cleveland, Nevada, Lee, Lafayette, Monroe, Dallas, Prairie, Montgomery, Woodruff, Searcy, Calhoun, and Newton.
]  [30:  The fifteen county group that includes Sharp consists of the following;  Franklin, Hempstead, Phillips, Logan, Poinsett, Clark, Ashley, Little River, Jackson, St. Francis, Howard, Cross, Marion, Sharp, and Lawrence.] 





SECTION V: 
FINANCIAL PROJECTIONS FOR THE PROPOSED SHARP COUNTY HOSPITAL 
                                                                                                    

                       
                               
This section takes the approach of determining the amount of expenses the hospital will possibly incur and then examines the revenues that will need to be generated to cover these expenses.  The methodology employed was to determine a projection of total patient days based upon the reported patient days for hospitals local to Sharp County, then to calculate expenses based upon data for the 28 critical access hospitals in Arkansas.  Once expenses are determined, the study looked at the revenue that would be generated to cover the expenses.  Likewise, gross patient revenues and non patient revenues were calculated based upon the data for the 28 critical access units. 
Financial projections were calculated based on figures reported for the 28 critical access hospitals in Arkansas.  These hospitals are of like size and offer services similar to those that would be available at the proposed Sharp County Hospital.  This does not necessarily mean that the Sharp County facility will be granted the designation of a critical access hospital.
OCCUPANCY
The first step in calculating occupancy was to first calculate inpatient days at 100% capacity.  If all 25 beds were occupied 365 days a year, maximum inpatient days for the facility would be 9,125 inpatient days.  
It is not, however, a probable assumption that the hospital will be at full capacity, full time.  Therefore, the percent of occupancy must be calculated.  This estimate was determined by averaging the percent of occupancy for hospitals in surrounding counties.  These counties currently service Sharp County residents and it is reasonable to expect that the average of their occupancy will be characteristic of the Sharp County facility, as it will be accessible to and serving the same population.   
The average occupancy was calculated by taking the number of beds for each of the surrounding hospitals, multiplying that number by 365 to get the maximum number of in-patient days, then dividing the actual number of patient days reported by the maximum number of days to get the occupancy rate.  The rates for the hospitals were then added together and divided by the count in order to arrive at an average occupancy rate.  The average occupancy rate for the area hospitals is 45.40%.  This average occupancy rate was then applied to the Sharp County facility to determine how many patient days can be expected: 45.40% of the maximum 9,125 patient days yields 4,142.75 expected in-patient days for the Sharp County facility.
The hospitals used and their respective figures used for this calculation are outlined in the following table:
	HOSPITAL NAME[1]
	CITY
	COUNTY
	NUMBER OF STAFFED BEDS, ROUTINE CARE
	MAXIMUM PATIENT DAYS
	ACTUAL PATIENT DAYS, ROUTINE CARE
	OCCUPANCY RATE

	Fulton County Hospital
	Salem
	Fulton
	25
	9,125
	4,701
	51.52%

	Community Medical Center of Izard County
	Calico Rock
	Izard
	25
	9,125
	3,408
	37.35%

	White River Medical Center
	Batesville
	Independence
	177
	64,605
	32,110
	49.70%

	Lawrence County Memorial
	Walnut Ridge
	Lawrence
	25
	9,125
	5,081
	55.68%

	Five Rivers Medical Center
	Pocahontas
	Randolph
	32
	11,680
	2,478
	21.22%

	Baxter County Regional Medical Center
	Mtn Home
	Baxter
	177
	64,605
	33,271
	51.50%

	Harris Hospital
	Newport
	Jackson
	109
	39,785
	8,488
	21.33%

	Stone County Medical Center
	Mtn View
	Stone
	17
	6,205
	3,855
	62.13%

	Ozarks Medical Center
	West Plains
	Howell County, Missouri
	80
	29,200
	14,858
	50.88%

	Average Occupancy Rate
	 
	 
	 
	 
	 
	45.40%



While occupancy rate determines inpatient days, outpatient days must also be considered.  The means used to calculate outpatient days was to utilize the same set of hospitals used to calculate inpatient days and determine what percentages of total patient days tend to be due to inpatient and outpatient patronage.  Based upon the figures available for the area hospitals, 72.15% of total patient days are for inpatient services and 27.85% are for outpatient services, on average.  Assuming the projected 4,143 inpatient days will be 72.15% of the Sharp County facility’s total patient days, the remaining 27.85% will be attributed to outpatient care, translating into 1,599 outpatient days and 5,742 total patient days.
	[footnoteRef:31]HOSPITAL NAME[footnoteRef:32] [31: ]  [32:  Source: American Hospital Directory, based on numbers reported as of December 31, 2008.] 

	CITY
	COUNTY
	TOTAL PATIENT DAYS
	INPATIENT DAYS
	PERCENT OF TOTAL DAYS
	OUTPATIENT DAYS
	PERCENT OF TOTAL DAYS

	Fulton County Hospital
	Salem
	Fulton
	5,734
	4,701
	81.985%
	1,033
	18.015%

	Community Medical Center of Izard County
	Calico Rock
	Izard
	4,074
	3,408
	83.652%
	666
	16.348%

	White River Medical Center
	Batesville
	Independence
	52,168
	32,110
	61.551%
	20,058
	38.449%

	Lawrence County Memorial
	Walnut Ridge
	Lawrence
	7,901
	5,081
	64.308%
	2,820
	35.692%

	Five Rivers Medical Center
	Pocahontas
	Randolph
	5,736
	2,478
	43.201%
	3,258
	56.799%

	Baxter County Regional Medical Center
	Mtn Home
	Baxter
	49,515
	33,271
	67.194%
	16,244
	32.806%

	Harris Hospital
	Newport
	Jackson
	13,230
	8,488
	64.157%
	4,742
	35.843%

	Stone County Medical Center

	Mtn View
	Stone
	4,494
	3,855
	85.781%
	639
	14.219%

	Ozarks Medical Center
	West Plains
	Howell County, Missouri
	18,295
	14,858
	81.213%
	3,437
	18.787%

	AVERAGE
	
	
	
	
	72.15%
	
	27.85%



EXPENSES
Expenses are of one of two types: fixed and variable.  Fixed expenses are those expenses that will be incurred regardless of the number of patient days a hospital has.  Examples of fixed expenses include annual salaries, depreciation and amortization, insurance, and base charges on utilities.  While total fixed costs will be the same amount for a hospital whether it has 1,000 or 10,000 total patient days, the fixed cost per patient day will be higher for those hospitals with fewer patient days; economies of scale allows for lower per unit costs.
Variable expenses are dependent upon related cost drivers and increase/decrease in direct correlation with the cost driver.  Examples of such expenses would be hourly wages, supplies, and units of energy consumed.  Variable costs will remain consistent on a per unit basis; however, total variable costs increase as the cost driver increases.  A hospital that has 1,000 patient days will have considerably lower total variable costs than a hospital with 10,000 patient days.
The expenses per patient day were calculated by dividing total expenses by total patient days to get expenses per patient day for 27 of the 28 critical access hospitals[footnoteRef:33], then, the expenses for the hospitals were averaged to yield operating expenses of $13,098,585 per year and $2,963 per patient day[footnoteRef:34].  Supposing the Sharp County Hospital has 5,742 total patient days and expense per patient day is $2,963, the estimated total operating expense is $17,013,546 for one year.   [33:  Data for Ozark Community Hospital at Gravette was not available; therefore the figures presented here are based upon available data for 27 critical access hospitals.  This omission will not cause a material difference in the calculations due to the actual sample size being 96.43% of the total population of the hospitals in the critical access category. 
]  [34: Average total patient days for the 27 critical access hospitals considered is 4,420.70 days.   
] 

The table on the following page shows the data set used to determine the expense per patient day. [footnoteRef:35] [35:  Expenses for the 28 critical access hospitals in the State of Arkansas as reported by American Hospital Directory (www.ahd.com)
] 




	HOSPITAL NAME
	CITY
	COUNTY
	TOTAL OPERATING EXPENSES[footnoteRef:36] [36:  Expenses here do not include contractual allowances, which are not operating expenses.] 

	TOTAL PATIENT DAYS
	EXPENSES PER PATIENT DAY

	Baptist Health Medical Center-Arkadelphia
	Arkadelphia
	Clark
	$22,297,957
	4,351
	$5,125

	Little River Memorial
	Ashdown
	Little River
	$10,707,107
	4,041
	$2,650

	St. John's
	Berryville
	Carroll
	$15,429,928
	5,104
	$3,023

	Booneville Community Hospital
	Booneville
	Logan
	$12,267,795
	3,425
	$3,582

	Community Medical Center of Izard County
	Calico Rock
	Izard
	$8,391,162
	4,074
	$2,060

	Ozark Health Medical Center
	Clinton
	Van Buren
	$22,587,935
	4,224
	$5,348

	Ashley County Medical Center
	Crossett
	Ashley
	$19,652,650
	7,861
	$2,500

	River Valley Medical Center
	Dardanelle
	Yell
	$11,125,979
	5,325
	$2,089

	DeWitt Hospital
	Dewitt
	Arkansas
	$9,375,715
	2,159
	$4,343

	Delta Memorial
	Dumas
	Desha
	$12,765,526
	4,448
	$2,870

	Eureka Springs Hospital
	Eureka Springs
	Carroll
	$6,996,563
	3,938
	$1,777

	Dallas County Medical Center
	Fordyce
	Dallas
	$7,475,964
	1,748
	$4,277

	Ozark Community Hospital
	Gravette
	Benton
	n/a
	n/a
	n/a

	Baptist Health Medical Center-Heber Springs
	Heber Springs
	Cleburne
	$25,684,699
	3,158
	$8,133

	Chicot Memorial
	Lake Village
	Chicot
	$13,563,088
	5,588
	$2,427

	McGehee-Desha County Hospital
	McGehee
	Desha
	$10,351,033
	2,368
	$4,371

	St. Anthony's Medical Center
	Morrilton
	Conway
	$17,207,634
	5,859
	$2,937

	Stone County Medical Center
	Mtn View
	Stone
	$14,922,879
	4,494
	$3,321

	Howard Memorial
	Nashville
	Howard
	$9,653,763
	3,280
	$2,943

	SMC Regional Medical Center
	Osceola
	Mississippi
	$8,334,135
	4,887
	$1,705

	Mercy/Turner
	Ozark
	Franklin
	$9,654,423
	3,209
	$3,009

	North Logan Mercy
	Paris
	Logan
	$6,357,229
	1,542
	$4,123

	Piggott Community Hospital
	Piggott
	Clay
	$13,909,880
	7,274
	$1,912

	Fulton County Hospital
	Salem
	Fulton
	$8,908,697
	5,734
	$1,554

	Mercy Hospital of Scott County
	Waldron
	Scott
	$10,787,968
	3,433
	$3,142

	Lawrence County Memorial
	Walnut Ridge
	Lawrence
	$14,164,313
	7,901
	$1,793

	Bradley County Medical Center
	Warren
	Bradley
	$17,099,975
	6,126
	$2,791

	CrossRidge Community Hospital
	Wynne
	Cross
	$13,987,810
	3,808
	$3,673




The expense per patient day figure ranges from $1,554 to $8,133 for the critical access hospitals.  The variance across these numbers can be attributed to several factors:
Expense per patient day is determined by total expenses divided by total patient days.  A hospital with more patient days will tend to have less expense per patient day due to the number of days available for distribution of total expenses.

Each hospital is subject to the management style of its respective administration.  The decisions made by management affects not only how the money is spent, but in what amounts.  

Accounting methods will determine amounts that are reported.  There are various methods available to determine such expenses as depreciation, bad debt expense, and cost of goods sold/used.  No two methods yield the same results.  Hospitals that operate on a for-profit basis will possibly seek accounting methods that yield greater amounts of expenses for tax write-offs.  These hospitals also use a different form of accounting altogether that will produce different figures from those hospitals that are not for profit and employ fund accounting methodology.  

No two hospitals will have the exact same needs which drive the expenses.  Some hospitals may find it necessary to have more staff on hand.  Some may be able to negotiate better prices on supplies.  Still others may be in different stages of development that would cause them to recognize greater expenses than other establishments.  



Hospital expenses can be broken down into the following major categories[footnoteRef:37]: [37:  Lane, et al; A Community Leader’s Guide to Hospital Finance, Harvard School of Public Health, 2001] 

Salaries, wages, and employee benefits
Supplies and other expenses
Depreciation and amortization
Interest
Bad Debt
Personnel expenses claim up to 60% of total expenses.  Salaries are fixed amounts and do not depend upon the number of hours an employee works, unlike wages.  While the cost of living in rural areas may allow these hospitals to pay lower salaries than their urban counterparts, it also makes it difficult for them to lure in quality professionals from other geographic areas who are already accustomed to making higher earnings.  The expense amount created by paying wages may actually be softened by accepting, and even encouraging, volunteer labor from members of the community.
Supplies/other expenses require up to an additional 30%.  These are costs more directly associated with providing services.  The amount that is expensed for supplies will depend upon what inventory method is selected.  A last in, first out (LIFO) system will result in higher cost of supplies/cost of goods sold and will result in a thinner bottom line whereas a first in, first out (FIFO) approach will offer a lower figure to expense to supplies/cost of goods sold and consequently not be as great a detriment to the net income.    
Depreciation and amortization are cost allocation measures that do not require a cash outlay as they are incurred; the cash outlay takes place when those assets are initially purchased.   The depreciation/amortization expense recognized will depend upon the method of cost allocation selected, as it is seldom for two methods to result in the same amount of expense to be recognized by an entity.  
Interest is the cost of borrowing money to construct facilities, purchase equipment, or even to operate and it does require cash outlay.  Controlling interest expense starts with controlling the amount of debt assumed.  Interest expense can also be reduced by getting a sales tax passed to help fund a public community hospital construction, expansion, and/or operations as opposed to issuing bonds for the same purpose.  
A growing expense for hospitals, especially since the most recent recession set in is bad debt expense.  Insurance, Medicare, and Medicaid will cover the cost of care for those qualified for those benefits, but uninsured patients who are left to pay for themselves are often unable to.  It was recently estimated that uninsured patients patronizing rural hospitals in Arkansas contributed between 10 and 14% of the total number of patients and a slim margin of those charges are ever collected.[footnoteRef:38] The amounts used to calculate expenses include bad debt expense but do not include contractual allowances/discounts allowed to patients; such allowances are counted as contra-revenue line items.[footnoteRef:39] [38:  “Rural Hospitals in State Losing Ground; Funding Sources Can’t Keep Up with Rising Costs, Bad Debts, Officials Say;” Little Rock Newspapers, Inc. July 26, 2009.
]  [39:  A contra-revenue line item is deducted from total gross revenues in determining gross margin; gross margin is net  revenues less contra-revenue items such as sales discounts and sales returns/allowances given to customers.
] 

Basic business principles dictate that customers, in this case, the patients, should be charged an amount that will compensate for expenses and yield a profit.  The gross patient revenue will depend on charges made to patients that are expected to at least cover expenses, as a hospital of this caliber is of a not-for-profit nature. [footnoteRef:40]  Therefore, the amounts charged to patients may be higher or less than the amounts projected here, depending on the expenses of the hospitals. [40:  The Sharp County Hospital Foundation has been granted tax exempt status by the Internal Revenue Service as of December 11, 2009. 

 Letter Dated: Dec. 11, 2009  from the Internal Revenue Service to  Sharp County Hospital Foundation:

"We are pleased to inform you that upon review of your application for tax exempt status we have determined that you are exempt from Federal income tax under section 501(c) (3) of the Internal Revenue Code. You are also qualified to receive tax deductible bequests, devises, transfers or gifts under section 2055, 2106 or 2522 of the code."

Per www.sharpcountyhospital.com.] 


Based on the Harvard model and data for the critical access hospitals, the expenses for the Sharp County Hospital are estimated to be distributed accordingly:

	Personnel
	60%
	$10,208,128

	Supplies
	30%
	$5,104,064

	Depreciation
	6%
	$1,020,813

	Interest, Bad Debt, Misc
	4%
	$680,542

	Total
	100%
	$17,013,546




GROSS PATIENT REVENUE
Gross patient revenue is the total amount billed for hospital services at full established charges.  This does not include revenues that are generated from ancillary business activities such as dining halls and gift shops.  This amount also represents revenues before contractual allowances, charity care, uncollectible accounts (bad debt) and operating expenses are deducted and should not be interpreted as representative of the bottom line; therefore, having what appears to be abundant gross patient revenue by no means represents a profitable venture.  However, it takes gross patient revenue to generate profit, and so, of course, greater revenues are indicative of a greater likelihood of not only covering expenses, but also operating in the black.   
Gross patient revenue was calculated based upon a vertical analysis of the average financials of the critical care hospitals.   All operating revenues and expenses were converted to a percentage of total patient revenue.  This allows one to not only see what percentage of total patient revenue is earned from inpatient versus outpatient services, but also see how that revenue is absorbed through operations.  
This analysis shows that one third of total patient revenue is earned through inpatient services while the other two thirds come from out-patient services.  This total patient revenue represents total charges for patient services and does not have adjustments for discounts and allowances calculated into it.  This amount is given in the next line, Contractual Allowances, which consumes just a little more than half of total patient revenues; patients are discounted half of the total charges on average.  The remaining half of total patient revenues is left to cover operating expenses.  However, operating expenses[footnoteRef:41] amount to over half of what is charged to patients, translating into an operating loss.   [41:  It should be reiterated here that operating expenses include bad debt expenses and non-cash expenses such as depreciation.
] 

The averages found are expressed in the following chart:
	Critical Access Hospital Pro Forma Income Statement Based on Averaged Revenues and Expenses
	Average Dollar Amounts
	Percent of Total Patient Revenue

	Inpatient Revenue
	$7,525,447 
	32.38%

	Outpatient Revenue
	$15,713,813 
	67.62%

	Total Patient Revenue
	$23,239,261 
	100.00%

	Contractual Allowance (Discounts)
	$11,738,570 
	50.51%

	Net Patient Revenues
	$11,500,691 
	49.49%

	Total Operating Expense1
	$13,098,585 
	56.36%

	Operating Income
	($1,597,895)
	-6.88%



Since operating expense is often a driver of the amount charged to a customer/client/patient, it is assumed that, true to average, operating expenses for the Sharp County facility will be equal to 56.36% of the total patient revenue.  Operating expenses are calculated to be $17,013,546 which is 56.35% of $30,192,628.  Therefore, total patient revenue is estimated to be $30,192,628 for the Sharp County Hospital.  Based on the calculated averages, 32.38% of that amount equal to $9,776,373 will be generated from inpatient services and 67.62%, or $20,416,255 will be generated from outpatient services.
Allowing 50.51% of Total Patient Revenue for Contractual Allowances/Discounts yields $15,250,296 to be deducted off the top of Total Patient Revenues to produce Net Patient Revenues of $14,942,332 to cover Operating Expenses and contribute to Operating Income.  Since Total Operating Expense is projected to exceed Net Patient Revenues, an Operating Loss of $2,071,214 is projected to occur.
	Projected Pro Forma Income Statement 
for Sharp County Hospital 
Based on Averages for Existing Critical Access Hospitals
	Projected Dollar Amounts
	Percent of Total Patient Revenue

	Inpatient Revenue
	$9,776,373
	32.38%

	Outpatient Revenue
	$20,416,255
	67.62%

	Total Patient Revenue
	$30,192,628
	100.00%

	Contractual Allowance (Discounts)
	$15,250,296
	50.51%

	Net Patient Revenues
	$14,942,332 
	49.49%

	Total Operating Expense1
	$17,013,546
	56.36%

	Operating Income (Loss)
	($2,071,214)
	-6.88%










This table shows the figures that were used to calculate gross patient revenue per day for the critical access hospitals[footnoteRef:42]. [42:  Financial data for the 28 critical access hospitals in the State of Arkansas as reported by American Hospital Directory (www.ahd.com)
] 

	HOSPITAL NAME
	CITY
	COUNTY
	INPATIENT REVENUE
	OUTPATIENT REVENUE
	GROSS PATIENT REVENUE

	Baptist Health Medical Center
	Arkadelphia
	Clark
	 $    13,049,092 
	 $    32,692,213 
	 $    45,741,305 

	Little River Memorial
	Ashdown
	Little River
	 $       5,461,082 
	 $    10,996,787 
	 $    16,457,869 

	St. John's
	Berryville
	Carroll
	 $    12,132,525 
	 $    26,641,262 
	 $    38,773,787 

	Booneville Community Hospital
	Booneville
	Logan
	 $       5,077,687 
	 $    15,195,125 
	 $    20,272,812 

	Community Med Ctr of Izard County
	Calico Rock
	Izard
	 $       5,692,503 
	 $       6,398,068 
	 $    12,090,571 

	Ozark Health Medical Center
	Clinton
	Van Buren
	 $    12,952,142 
	 $    20,686,854 
	 $    33,638,996 

	Ashley County Medical Center
	Crossett
	Ashley
	 $    12,921,889 
	 $    24,604,549 
	 $    37,526,438 

	River Valley Medical Center
	Dardanelle
	Yell
	 $       8,654,123 
	 $    12,589,183 
	 $    21,243,306 

	DeWitt Hospital
	Dewitt
	Arkansas
	 $       4,888,998 
	 $       6,746,865 
	 $    11,635,863 

	Delta Memorial
	Dumas
	Desha
	 $       5,595,981 
	 $    14,741,475 
	 $    20,337,456 

	Eureka Springs Hospital
	Eureka Springs
	Carroll
	 $       4,105,374 
	 $       5,519,099 
	 $       9,624,473 

	Dallas County Medical Center
	Fordyce
	Dallas
	 $       2,167,548 
	 $       9,761,414 
	 $    11,928,962 

	Ozark Community Hospital
	Gravette
	Benton
	 NA 
	 NA 
	 NA 

	Baptist Health Medical Center-Heber Springs
	Heber Springs
	Cleburne
	 $       9,905,006 
	 $    52,366,476 
	 $    62,271,482 

	Chicot Memorial
	Lake Village
	Chicot
	 $    10,391,611 
	 $    14,467,230 
	 $    24,858,841 

	McGehee-Desha County Hospital
	McGehee
	Desha
	 $       3,103,249 
	 $       8,171,376 
	 $    11,274,625 

	St. Anthony's Medical Center
	Morrilton
	Conway
	 $       9,506,648 
	 $    23,761,830 
	 $    33,268,478 

	Stone County Medical Center
	Mtn View
	Stone
	 $       9,604,924 
	 $    14,840,627 
	 $    24,445,551 

	Howard Memorial
	Nashville
	Howard
	 $       6,524,254 
	 $    19,905,886 
	 $    26,430,140 

	SMC Regional Medical Center
	Osceola
	Mississippi
	 $    13,569,802 
	 $       8,782,181 
	 $    22,351,983 

	Mercy/Turner
	Ozark
	Franklin
	 $       5,821,933 
	 $       8,241,650 
	 $    14,063,583 

	North Logan Mercy
	Paris
	Logan
	 $       5,848,766 
	 $       8,674,996 
	 $    14,523,762 

	Piggott Community Hospital
	Piggott
	Clay
	 $       4,478,828 
	 $    14,878,638 
	 $    19,357,466 

	Fulton County Hospital
	Salem
	Fulton
	 $       7,958,241 
	 $    11,736,437 
	 $    19,694,678 

	Mercy Hospital of Scott County
	Waldron
	Scott
	 $       6,310,553 
	 $    11,062,344 
	 $    17,372,897 

	Lawrence County Memorial
	Walnut Ridge
	Lawrence
	 $       4,765,654 
	 $    10,571,310 
	 $    15,336,964 

	Bradley County Medical Center
	Warren
	Bradley
	 $       9,600,961 
	 $    19,433,988 
	 $    29,034,949 

	CrossRidge Community 
	Wynne
	Cross
	 $       3,097,702 
	 $    10,805,095 
	 $    13,902,797 




FINANCIAL RESOURCES FOR PATIENTS
Hospitals are paid by three main sources:  public, private, and self-pay. Public pay consists of Medicare and Medicaid payments made by the Federal and state governments.  Private pay is made by insurance companies.  Self-pay is made by individuals who are not enrolled in/or qualify for a government medical payment program nor have health insurance and are responsible for paying for services from their own personal finances.
The Harvard School of Public Health produced and published A Community Leader’s Guide to Hospital Finance.  A section in it describes the methods of payment as given here[footnoteRef:43]: [43:  Permission to reproduce or quote this publication granted.  Copyright 2001 by The Access Project] 

PUBLIC PAYERS
Medicare
Medicare is administered by the Health Care Financing Administration (HCFA) and covers senior citizens and some disabled persons. All seniors over the age of 65 are eligible for Medicare benefits, regardless of income. Medicare Part A covers mostly hospital services and is financed by payroll taxes. Medicare Part B covers physician and other nonhospital costs and is financed by enrollee premiums and general tax revenues.

Medicaid
Medicaid is a federal and state program that pays for health services for low-income families, disabled, and low-income seniors. States run the program under federal guidelines and both the federal and state government share the costs. Medicaid is the principal payer for nursing home and other long-term care services in the United States.

 PRIVATE PAYERS
Health Maintenance Organization (HMO)
An HMO is a managed care organization that provides members with a comprehensive set of services through its provider network for a monthly fee. HMOs may limit patients to seeing only particular providers, including “gatekeeper” physicians who authorize specialized and referral services. They may provide utilization review to ensure that services rendered are appropriate and develop discounted fee schedule rates for providers and payment methods that transfer some insurance risk to the providers.

Preferred Provider Organization (PPO)
A PPO is a managed care plan that contracts with networks or panels of providers to furnish services that may be paid for on a negotiated fee schedule. Enrollees are offered a financial incentive to use providers on the preferred list, but may use non-network providers as well, usually at a greater out-of-pocket cost.

Point of Service (POS)
A POS plan is a managed care plan that combines features of both prepaid and fee-for-service insurance. Health plan enrollees decide whether to use network or out-of-network providers at the time care is needed. Out-of-network care usually requires greater out-of-pocket costs, as is the case with PPOs.

Indemnity
Indemnity insurance policies are traditional health insurance plans in which members are responsible for a portion of medical expenses. In most plans, members pay a premium and must first meet a deductible. Once the deductible is met, the members are responsible for a certain percentage of the medical expenses. For example, if a patient’s bill amounts to $600 and the patient’s deductible is $500 and coinsurance is 20 percent, then the patient would be responsible for $520 ($500 deductible plus 20 percent of remaining $100). There are generally no provider restrictions within covered benefits.
UNINSURED INDIVIDUALS
Self-Pay
Self-pay patients include the population that is not covered by health insurance. As the name implies, these patients pay the costs of medical expenses out of pocket. Typically, hospitals “charge” these patients a higher fee than what they actually expect to collect from the organized payers described above. If an individual does not have adequate resources to pay the bill, providers can secure payment in a number of ways, including extended payment plans and liens on property. Hospitals may also have policies regarding charity care for those of little means. Some states require that hospitals not charge patients who meet stated eligibility standards. In other states, it is left to the hospitals to set their own policies.
*****
The following table was constructed from data made available by the US Census Bureau as of 2005 to show the number of persons covered by Medicare, receiving Social Security and SSI payments.  These persons tend to have public payer medical coverage.  SSI recipients are eligible for Medicaid in the State of Arkansas.
	PROGRAM
	Fulton
	Independence
	Izard
	Lawrence
	Randolph
	Sharp

	Medicare 
	3,029
	6,629
	3,354
	4,164
	3,733
	4,999

	Social Security 
	3,495
	8,205
	4,175
	4,555
	4,865
	6,075

	SSI
	489
	1,236
	507
	841
	722
	790

	TOTAL
	7,013
	16,070
	8,036
	9,560
	9,320
	11,864



The most recent population estimate by the Census Bureau as of July 1, 2006 estimates 17,963 persons in Sharp County.  The 11,864 of the Sharp County residents with government assistance/payments makes up 66% of the total population.  This gives Sharp an advantage in collecting compensation for the cost of services rendered.  The Arkansas Department of Human Services reported for the state fiscal year (SFY) 2008 for Sharp County the following data showing the county’s Medicaid coverage:
	ARKids B
	Women’s Health
	Other Medicaid
	Total Eligibles

	1,253
	1,041
	8,748
	11,042


The 11,042 persons with Medicaid coverage make up 61% of the total county population.  Again, the number of persons covered by Medicaid offers additional availability of recovering compensation for cost of services rendered.

NON PATIENT AND OTHER REVENUE/EXPENSE
Non-patient revenue is derived from sources such as dining halls, gift shops, thrift stores, and parking decks.  While gross patient revenue is not a product of medical services, they do serve an integral purpose in providing supporting revenues for the hospital that help to lessen the impact of any loss and in some cases, it is these revenues that put a hospital in the black.  
It is also common for hospitals to receive donations, grants, and other governmental assistance to help fund operations or special projects. It must be realized, however, that these funds often come with restrictions as to their use and may even require the hospital to provided matching funds in order to receive them.  
Some hospitals are the beneficiary of special sales tax referendums.  This provides guaranteed income for operations and may be used for general purposes, providing no restrictions were written into the measure.  A sales tax for the Sharp County Hospital will be discussed later in this section.
Hospitals also make investments in order to produce other income.  Common investments are certificates of deposit (CD’s) and properties.  Again, the market is no respecter of persons, and hospitals can lose on investments the same as any other entity.  
The average non-patient and other revenue/expenses for Arkansas’ critical access hospitals are as follows:
	AVERAGE NON-PATIENT AND OTHER REVENUE/EXPENSE FOR CRITICAL ACCESS HOSPITALS
	

	Other Income (Contributions, Bequests, etc.)
	$62,685 

	Income from Investments
	$4,759 

	Governmental Appropriations
	$30,871 

	Miscellaneous Non-Patient Revenue
	$898,290 

	Total Non-Patient Revenue
	$996,606 

	Total Other Expenses
	($211,176) 

	Net Nonpatient/Other Income
	$785,430 



Contributions and bequests, investment income, and government appropriations were not common sources of income among the hospitals; however, all had some source(s) of miscellaneous non-patient revenues which could be generated during normal operations but not from providing patient services.  These monies would be derived from such sources as cafeterias, gift shops, vending machines, and parking fees.  The average Miscellaneous Non-patient Revenue for a critical access hospital is $898,290, or $203.20 per patient day.  Average Other Expenses of $211,176 divvy out to $47.77 per patient day.  
Assuming the Sharp County Hospital has 5,742 total patient days and can generate $203.20 per patient day, $1,166,774 in Miscellaneous Non-patient Revenues can be reasonably expected, offset by $274,295 in Other Expenses to yield a $892,479 contribution to the bottom line.
NET PROFIT/LOSS
Based upon the data sets available, the pro forma financial performance of the Sharp County Hospital is estimated to be:
	Inpatient Revenue
	$9,776,373
	
	

	Outpatient Revenue
	$20,416,255
	
	

	Total Patient Revenue
	
	$30,192,628
	

	 Contractual Allowances (Discounts)
	
	($15,250,296)
	

	Net Patient Revenues
	
	
	$14,942,332 

	Total Operating Expense
	
	
	($17,013,546)

	Operating Income (Loss)
	
	
	($2,071,214)

	Other Income: Miscellaneous Non-patient Revenue
	
	$1,166,774
	

	Other Expenses
	
	$274,295
	

	Net Other Income
	
	
	$892,479

	Net Income (Loss)
	
	
	($1,178,735)



POTENTIAL SALES TAX REVENUE
It is a common and normal practice for a county or community to pass a sales tax referendum in order to support a local hospital.  A sales tax offers additional revenue not directly connected to hospital operations.  The argument that a hospital brings revenue to the community may help substantiate a plea to the public to pass a sales tax, as it may viewed as a return to the hospital for the business it is implemental in generating.
The Sharp County Hospital Foundation has entertained the idea of what a sales tax would mean to the hospital in terms of supplemental revenue.  In order to determine the revenue a sales tax would generate, actual sales tax trends must be first considered, as the following table shows:
	ACTUAL COLLECTIONS
	2006
	2007
	2008
	2009
	4 Year Average

	Ash Flat
	875,838
	907,070
	986,854
	884,944
	913,677

	Cherokee Village[footnoteRef:44] [44:   Cherokee Village currently does not have a city sales tax.] 

	-
	-
	-
	-
	-

	Hardy
	175,147
	189,475
	236,477
	204,513
	201,403

	Highland
	397,606
	383,701
	353,408
	327,257
	365,493

	Quad City Totals
	1,448,591
	1,480,246
	1,576,739
	1,416,714
	1,480,573

	Sharp County
	1,633,799
	1,653,333
	1,814,873
	1,623,368
	1,681,343



It is estimated that a one cent sales tax would generate the following:
	ONE CENT SALES TAX
	4 Year Average
	Existing Rate
	Total Sales per Average
	Proposed Rate
	Prospective y

	Ash Flat
	913,677
	0.01375
	66,449,236
	0.01
	664,492

	Cherokee Village
	-
	-
	-
	-
	-

	Hardy
	201,403
	0.01000
	20,140,300
	0.01
	201,403

	Highland
	365,493
	0.01500
	24,366,200
	0.01
	243,662

	Quad City Totals
	1,480,573
	
	110,955,736
	0.01
	1,109,557

	Sharp County
	1,681,343
	0.01000
	168,134,300
	0.01
	1,681,343



While these projections are based on current sales tax activity, it should be considered that the hospital would create commerce in the area and therefore generate more sales tax dollars through what is called the multiplier effect: a dollar introduced into a localized economy will stay in that local economy X times before it is spent outside of that economy. A dollar with a multiplier effect of 4 will be spent in the local economy 4 times, and thus generating sales tax revenue 4 times.  The Sharp County Hospital would definitely benefit from a sales tax if the public could be convinced to pass such a measure.  If a county wide tax was passed, the amount collected for[footnoteRef:45] each Sharp County resident on a per annum basis would be: [45:  The word for as used here does not insinuate that the source of all tax revenue will be exclusively Sharp County residents.  The tourism that patronizes Hardy will mean tax contributions coming in from outside of the county, and in many instances, outside of the state.  The Quad-City area also attracts routine business from residents of surrounding counties with such entities as the Ash Flat Sale Barn and Wal-Mart.] 

	Sales Tax per Sharp County Resident, based on July 1, 2006 population of 17,963 persons

	Tax Increment
	County Wide Revenue
	Sales Tax per Person
	Quad-City Revenue
	Sales Tax per Person

	    1 Cent
	                         1,681,343 
	                              93.60 
	                  1,109,557 
	                               61.77 



SECTION VI:     
SWOT ANALYSIS: STRENGTHS, WEAKNESSES, OPPORTUNITIES AND THREATS FOR THE PROPOSED SHARP COUNTY HOSPITAL
                                                                                                 

                       
                               
A S.W.O.T. analysis is a fourfold examination of the Strengths, Weaknesses, Opportunities, and Threats that define the environment and landscape of a business or project.  
Strengths are those existing aspects or conditions that are favorable and perhaps can be built upon while weaknesses are existing conditions that, once identified, can possibly be improved upon or other compensation can be sought.  
Opportunities are expected possibilities that may help bolster the strengths or overcome the existing weaknesses.  Threats are potential endangerments that loom along the horizon that could possibly hinder the existing strengths, enhance the weaknesses, or hamper opportunities.  
It should be noted that there are strengths that could create opportunities and vice versa.  The same can be said of weaknesses and threats: some weaknesses can turn into threats and some threats can manifest into serious weaknesses.   The weaknesses and threats that are identified can be confronted.  The most serious weaknesses and threats are those that are not realized and addressed before they become a detriment to any undertaking.  
STRENGTHS
The Sharp County Hospital Foundation consists of local businesspersons who have an ingrained interest in the welfare of the quad-city area and Sharp County.  Local residents make up the eight-member committee.
  
The Sharp County hospital would look to be a 25 bed facility.   Small hospitals characteristically offer a better staff to patient ratio that allows for better, more personalized care.   Often times, patients grade their hospital experience based upon the patient care they received which may overshadow the quality of medical care that they received.

Sharp County has a large number of Medicaid/Medicare recipients that would supply a ready source of patients/clients who have the wherewithal to have services paid.  The US Census Bureau’s 2005 figures for Sharp County gives 4,999 persons enrolled in the Medicare program, 6,075 Social Security beneficiaries, and 790 Supplemental Security Income recipients.  

The quad-city area is well endowed with churches and other organizations that are ready to volunteer for causes that are community welfare oriented.  Allowing volunteers in a local hospital promotes community ownership and provides low cost service to patients.

A hospital located in the quad-city area would be easily located and accessible via Arkansas Highway 62/412.  The four lane highway would provide for a faster commute for emergency situations as opposed to the narrow roads, steep inclines, and sharp curves that must be negotiated en route to the hospitals of neighboring counties.  

There is a recognizable need for a hospital facility in Sharp County.  This need will help to rally vital community support of this endeavor. 
WEAKNESSES
There has already been a hospital to close in Sharp County.  This has planted the seeds of doubt that Sharp County cannot support its own hospital and will most certainly provide proponents of the new hospital with ammunition against its establishment.

Many of the county residents have established patronage with the hospitals in surrounding counties.  It is imperative that the residents be encouraged to use “their” local hospital.  NOW is the time to encourage residents to take ownership in this project.

Local doctors are affiliated with clinics that are part of the hospital system of other counties, such as White River Medical Center.  Hospitals generate business from their satellite clinics.  If the Sharp County Hospital does not have a clinic and existing clinics continue to routinely send their patients to their respective parent hospital facilities, the Sharp County Hospital may miss out on local business.
OPPORTUNITIES
Current community buzz expresses excitement about getting a hospital back in Sharp County.  Businesses and organizations that experience economic and other benefits from the existence of a hospital would be a good source of project support.  This could include pharmacies, restaurants, and even local schools and churches. 

Businesses are already in place that provide supporting services to a hospital/rely on a hospital for their own vitality.  There are three nursing home facilities in the quad-city area that would have a standing need for a local hospital.  Spring River Ambulance Service already offers emergency medical transportation.  There are several pharmacies and medical supply businesses already in place. Sharp County is an open market for specialized treatment facilities.

A hospital would open the floodgates for more businesses, and therefore jobs and income, in Sharp County.  This is a vital selling point for the project.

Ozarka College’s nursing program could offer local students as staff while the hospital could offer nursing students an opportunity for local experience through internships.  The relationships formed with students could keep locally educated and trained healthcare professionals at home.  Furthermore, a new hospital would offer an expanded training ground for other programs that would help Ozarka to grow.  Support from Ozarka would be instrumental in the project’s success. 

A partnership with the University of Arkansas for Medical Sciences (UAMS) would lend credibility and prestige to the Sharp County hospital facility.  Access to the world class physicians and cutting edge technology possessed by UAMS would give the Sharp County hospital a definite competitive advantage; other local hospitals would pale in light of the UAMS brand.
THREATS
Sharp County residents will have to be sold on the need for an additional sales tax.  Currently, Sharp County residents pay a 1% county sales tax.  Ash Flat, Hardy, and Highland also have local sales taxes in place at the rates of 1.375%, 1.000%, and 1.500%, respectively.  As previously considered, a sales tax would help ensure that the hospital operates without a loss, therefore insuring its sustainability.

Other hospitals have an established presence in the community.  They, and residents in Sharp County that have a vested interest in them, would undoubtedly be resistant to another hospital being opened as it would potentially strip them of precious revenues.  
The current economic recession presents several difficulties in establishing any business, much less sustaining existing ones.  For one, hospitals have not been experiencing the return on investments needed to provide them with supplemental income to operate.  Also, patients that do not have insurance are increasingly seeking treatment in emergency rooms for which they would normally go to a doctor’s clinic; these patients tend to produce bad debt expense.[footnoteRef:46]   [46:  “Rural Hospitals in State Losing Ground; Funding Sources Can’t Keep Up with Rising Costs, Bad Debts, Officials Say;” Little Rock Newspapers, Inc. July 26, 2009.
] 












SECTION VII: 
COMPETITIVE LANDSCAPE FOR THE PROPOSED SHARP COUNTY HOSPITAL
                                                                                                    

                       
                               
This section is intended to serve as a directory for hospitals that currently serve Sharp County residents.  This is not an all inclusive compilation, but will give users an idea of where residents are pursuing medical attention.  
The hospitals selected are, in order presented:
Baxter Regional Medical Center 
Community Medical Center of Izard County
Five Rivers Medical Center
Fulton County Hospital
Harris Hospital
Lawrence County Memorial
NEA-Baptist Memorial Hospital
Ozarks Medical Center
St. Bernard’s Regional Medical Center
White River Medical Center
It should be noted that the total patient days shown here are for all services while the number of patient days used in the calculations of projected expenses and revenue were only for routine care beds.
The source for the information provided here is the American Hospital Directory, www.adh.com.  










BAXTER REGIONAL MEDICAL CENTER
Baxter Regional Medical Center is a short term, acute care facility with 177 licensed beds under other voluntary non-profit control.  The hospitals patients hail mostly from the Mountain Home, Yellville, and Flippin areas.   The average length of stay for all services at Baxter is 4.85 days. 
This facility is located in Baxter County at 624 Hospital Drive in Mountain Home, Arkansas, 72653.
Phone: 870.508.1000
Website: www.baxterregional.org
For 2008, Baxter Regional reported 49,515 total patient days and 10,075 discharges that produced the following financial results:
	Gross Patient Revenue
	$303,675,794

	Non-Patient Revenue
	3,070,543

	Total Revenue
	306,746,337

	Total Expenses
	312,182,482

	Net Income (Loss)
	($5,436,145)















COMMUNITY MEDICAL CENTER OF IZARD COUNTY
Community Medical Center of Izard County is a critical access facility with 25 licensed beds under church/voluntary non-profit control.  The majority of patients come from the Calico Rock, Mountain View, and Melbourne areas.  The average stay is 3.70 days for inpatients.
This facility is located in Izard County at 103 Grasse Street in Calico Rock, Arkansas, 72519.
Phone: 870.297.3726
Website: www.cmcofic.org
For 2008, Community Medical Center reported 4,074 total patient days and 839 discharges that produced the following financial results:
	Gross Patient Revenue
	$12,090,571

	Non-Patient Revenue
	1,263,325

	Total Revenue
	13,353,896

	Total Expenses
	13,762,153

	Net Income (Loss)
	($408,257)















FIVE RIVERS MEDICAL CENTER
Five Rivers Medical Center, formerly known as Randolph County Medical Center, is a short term, acute care facility with 32 licensed beds owned by the City of Pocahontas as of August 2007.  The hospital gets patients mainly from the Pocahontas, Maynard, and Imboden areas.  The average length of stay for inpatients for all services is 6.40 days.  
This facility is located in Randolph County at 2801 Medical Center Drive in Pocahontas, Arkansas, 72455.  
Phone: 870.892.6000
Website: n/a
For 2008, Five Rivers reported 5,736 total patient days and 751 discharges that produced the following financial results:
	Gross Patient Revenue
	$21,643,856

	Non-Patient Revenue
	968,700

	Total Revenue
	22,612,556

	Total Expenses
	23,288,077

	Net Income (Loss)
	($675,521)















FULTON COUNTY HOSPITAL
Fulton County Hospital is a critical access facility with 25 licensed beds under county/governmental control.  The hospital gets patients mainly from the Salem, Ash Flat, and Cherokee Village areas[footnoteRef:47].  The average length of stay for all services is 3.66 days. [47:  Ash Flat provides Fulton County Hospital with 30.5% of its market share; Cherokee Village contributes 13.0%.] 

This facility is located in Fulton County at 679 North Main Street in Salem, Arkansas, 72576.
Phone:  870.895.2691
Website:  www.fultoncountyhospital.org
For 2008, Fulton reported 5,734 total patient days and 954 discharges that produced the following financial results:
	Gross Patient Revenue
	$19,694,678

	Non-Patient Revenue
	541,190

	Total Revenue
	20,235,868

	Total Expenses
	19,987,066

	Net Income (Loss)
	$248,802














HARRIS HOSPITAL
Harris Hospital is a short term, acute care facility with 109 licensed beds under proprietary/corporate control.  The hospital gets patients mainly from the Newport, Tuckerman, and Bradford areas. The average length of stay for all services is 3.90 days per inpatient.
This facility is located in Jackson County at 1205 McCain Street; Newport, AR 72112.  
Phone: 870.523.8911; 
Website: www.harrishospital.com
For 2008, Harris reported 13,230 total patient days and 3,429 discharges that produced the following financial results:
	Gross Patient Revenue
	$128,207,825

	Non-Patient Revenue
	302,334

	Total Revenue
	128,510,159

	Total Expenses
	135,566,850

	Net Income (Loss)
	($7,056,691)















LAWRENCE COUNTY MEMORIAL
Lawrence County Memorial is a critical access facility with 25 licensed beds under county/government control.  Most patients of the hospital come from the Walnut Ridge, Hoxie, and Black Rock areas.  The average inpatient stay is 3.45 days.
This facility is located in Lawrence County at 1309 West Main Street in Walnut Ridge, Arkansas, 72476. 
Phone: 870.886-1200
Website: www.lawrencehealth.net
For 2008, Lawrence reported 7,901 total patient days and 688 discharges that produced the following financial results:
	Gross Patient Revenue
	$15,336,964

	Non-Patient Revenue
	2,999,187

	Total Revenue
	18,336,151

	Total Expenses
	18,917,744

	Net Income (Loss)
	($581,593)















NEA-BAPTIST MEMORIAL HOSPITAL
NEA-Baptist is a short term, acute care facility with 84 routine service beds under proprietary/partnership control.  Patients come mostly from the Jonesboro and Trumann areas.  The average inpatient stay is 4.51 days.
This facility is located in Craighead County at 3024 Stadium Boulevard; Jonesboro, AR 72401.  
Phone: 870.972.7000
Website: www.neamedicalcenter.com
For 2008, NEA-Baptist reported 25,704 total patient days and 7,387 discharges that produced the following financial results:
	Gross Patient Revenue
	$270,997,935

	Non-Patient Revenue
	920,711

	Total Revenue
	271,918,646

	Total Expenses
	375,340,629

	Net Income (Loss)
	$130,275















OZARKS MEDICAL CENTER
Ozarks Medical Center is a short term, acute care facility with 80 routine care beds under other voluntary non-profit control.  Patients mainly come from the West Plains, Willow Springs, and Thayer, Missouri areas.  The average inpatient stay is 4.14 days.
This facility is located in Howell County at 1100 Kentucky Avenue in West Plains, Missouri, 65775.  
Phone: 417.256.9111 
Website: www.ozarksmedicalcenter.com
For 2008, Ozarks Medical Center reported 18,295 total patient days and 4,967 discharges that produced the following financial results:
	Gross Patient Revenue
	$212,280,159

	Non-Patient Revenue
	2,852,920

	Total Revenue
	215,133,079

	Total Expenses
	217,355,670

	Net Income (Loss)
	($2,222,591)















ST. BERNARD’S REGIONAL MEDICAL CENTER
St. Bernard’s is a short term, acute care facility with 262 routine care beds under church/voluntary non-profit control.  Most patients are residents of the Jonesboro and Trumann areas.  The average inpatient stay is 5.30 days.
This facility is located in Craighead County at 225 East Jackson in Jonesboro, Arkansas at 72401.  
Phone:  870.972.4100
 Website: www.sbrmc.com
For 2008, St. Bernard’s reported 91,123 total patient days and 17,720 discharges that produced the following financial results:
	Gross Patient Revenue
	$414,038,516

	Non-Patient Revenue
	9,801,733

	Total Revenue
	423,840,249

	Total Expenses
	414,451,308

	Net Income (Loss)
	$9,388,941















WHITE RIVER MEDICAL CENTER
White River Medical Center is a short term, acute care facility with 177 licensed beds under other voluntary, nonprofit control.  White River’s patients are mostly residents of the Batesville, Cave City, and Mountain View areas.  The average stay is 6.00 days for inpatients. 
This facility is located in Independence County at 1710 Harrison Street, Batesville, Arkansas, 72501
Phone: 870.262.1200
Website: www.whiteriverhealthsystem.com
For 2008, WRMC reported 52,168 total patient days and 8,487 discharges that produced the following financial results:
	Gross Patient Revenue
	$379,046,314

	Non-Patient Revenue
	1,975,917

	Total Revenue
	381,022,231

	Total Expenses
	375,340,629

	Net Income (Loss)
	$5,681,602
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