
Cost Containment:   
How to Tackle Healthcare 

CEOs’ Top Concern



In this resource, we aim to:

  Walk through the four 
major areas affecting 
cost control in healthcare 
facilities: energy, 
workforce, compliance and 
standardization

 Examine areas for 
adjustment to stop cost 
overflow

 Plan for the future with 
solutions that can be 
enacted today

Our goal: to leave you with 
actionable insights that will benefit 
you now and in the future.

2

Cost control surpassed revenue growth as 
healthcare system CEOs’ number one priority 
in 2018. Sixty-two percent of respondents to 
Advisory Board’s Annual Health Care CEO 
Survey shared they were “extremely interested” 
in “preparing the enterprise for sustainable cost 
control.” This percentage exceeds any topic in the 
past four years of the survey’s existence.

CEOs understand that to deliver exceptional care, 
they must use competitive cost structures to build 
effective growth and financial sustainability. By 
investing in the people and processes serving in 
operational roles, healthcare enterprises will not 
only ensure their hospital runs effectively in the 
short term, they will also set their organizations up 
for long-term success and lower future costs.

How to Tackle Healthcare 
CEOs’ Top Concern
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The Balancing Act A Close Examination

CEOs must constantly balance their 
large enterprises with the exceptional 
– and cost effective – care provided to 
patients.

A close examination of current 
operations to really understand where 
investments are needed or where 
wasteful spending may currently emerge.

Whether it is your physical environment 
or personnel, your facility likely has 
room to streamline, pare down or even 
invest in updates that will set your 
workforce, systems & processes on the 
trajectory for long-term success and 
lower future costs.

Unrealized Potential 

Looking Inward: Cost Containment vs. 
Revenue Growth
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Healthcare executives across the nation are feeling the pressure to reduce energy usage. 
Today, the primary backbone to save energy in a hospital is the building automation 
system (BAS). The benefits of a well-programed BAS that controls every aspect of the 
HVAC system ultimately ensures the system’s operational performance, which can reduce 
energy costs and keep patients, visitors and staff comfortable. 

Unfortunately, this system is the least understood and yet one of the most expensive 
systems in a hospital. As technology continues to advance, more systems become 
integrated into the building automation system, including fire alarms, power monitoring, 
lighting control and security. 

A Significant Issue 
Many healthcare executives today are directing engineers to make multi-million-dollar 
decisions on which manufacturer’s BAS to use in a facility. These decisions will have 
long-term impacts and ramifications on almost every aspect of facility operations and 
maintenance. The building automation system controls almost all of a hospital’s critical 
utility systems, and with more than 50 percent of the facility manager’s budget invested in 
energy, the building automation system should be one of the engineer’s primary focuses.

Save Energy with Energy Savings
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How’s my hospital running today?
This is a fair question for you to ask your facilities team. Utilizing digital data already present in a 
building automation system, building analytics aim to answer this question and others to measure 
the health of your facility. 

Cost Effectiveness and Energy:   
Has the building’s energy consumption 
somehow changed recently? If so, answers 
to where, how much and why can inform the 
corrective action process.

Comfort:  Are spaces controlling temperatures at or near 
current setpoints? Has a space deviated more than a couple 
degrees from the thermostat set point? Proactively addressing 
underlying issues before patients or associates sense a 
discomfort is critical for improving patient satisfaction.

Compliance: Are all operating and critical 
procedure rooms within acceptable range for 
temperature, humidity, pressure and airflow? 
Has one fallen out of compliance? What 
triggered the change?

Why is this important?

Constantly measuring a building not only allows the facility performance to be tracked, it also provides data to track and report 
the savings impact of capital investments. Today, we have three KPIs that can describe the current health of a facility from a cost 
effectiveness, compliance and comfort standpoint. When the question is asked, “How’s my hospital running today,” wouldn’t it be 
great to automatically get an answer:

“Our compliance is at 98 percent this month and we’re at 99 percent comfort, which is up 2 percent from last month. We’re saving 
an additional 25 cents per square foot compared to last year.” With this report card, it is easy to see how the facility is doing and 
the improvements that are being made.
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Living, Breathing Operations: The Workforce

The Cost of External Service Contracts

Among the easiest expenses for healthcare facilities 
to control are salaries, and many organizations resort 
to cutting staff to reduce costs. It may work in the 
short term, but it comes at a high, long-term cost.

Outsourcing can be a good thing, but most of the 
time, service contracts can cost twice or more 
what it would cost you to hire and train an in-house 
employee to perform the same work.

Consider the following workforce scenario:

With a forced restructure and budget reductions, 
you’re looking for ways to cut costs. Your senior 
tech, Bill, plans to retire soon and free up $80,000 
a year. No one else on staff has the expertise and 
certifications to perform Bill’s work, so you eliminate 
Bill’s position to save $80,000 and outsource it. But 
that’s not enough – you are forced to reduce your 
full-time employee count even more to show bigger 
savings and must eliminate John from his mid-level 
position. 

Now what? The work still must be completed, yet you 
do not have the staff to perform it.  You sign a service 
contract, and now your annual expenses for the same 
key deliverables look like this:

Mid-Level Mid-Level Highly 
Technical Contractor

$50k/yr $60k/yr $80k/yr $80k/yr

$50k/yr $120k/yr $160k/yr

Mid-Level ContractorContractor



Expensive and Inefficient
The difference doesn’t stop with salary numbers. 
When Bill and John were on staff, they were 
readily available for repairs and maintenance. 
Now, turnaround takes longer and is dependent 
on the contractor’s availability.

If you’ve been following regulatory changes 
recently, you may have noticed surveyors are 
taking a harder look at hospital infrastructure and 
physical environments. In the past, you could 
get away with waiting to fix facilities issues until 
a year or so before a regulatory survey. Many 
hospitals also counted on the generous grace 
periods that could stretch over another year 
or two. Not anymore; The Joint Commission 
(TJC) now gives only 60 days to fix deficiencies 
(Source), and exceptions to that timeframe are 
difficult to obtain.

Being at the mercy of a contractor’s timeline 
rather than your own will cause delays and 
compliance issues. 
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Stay Ahead of the Curve: Compliance
Until 2016, The Joint Commission (TJC)’s Statement of Conditions (SOC) and Plans for Improvement (PFI) 
programs allowed hospitals to self-identify and manage issues over time. Should any violation come to light, 
facilities would get a six-month grace period, with the option to request a waiver or extension for another 
six. It was easier to take time to address deficiencies.

As of Aug. 1, 2016, TJC no longer considers the PFI process for its Life Safety Chapter and adopted the 
same methodology as CMS: issues found by TJC must be fixed within 60 days. The impact of this change 
on facilities is tremendous: Previously, you could plan a timeline of cost and remediation, which could be 
stretched over a year or two, maybe three. Now, it’s limited to a 60-day window.

Don’t Let Blind Spots Develop

Blind spots tend to become visible when hospital leaders lack the habit of looking outside of their facilities. 
The good news is you’re guaranteed to reduce blind spots in all aspects of your facilities if you simply 
adopt the habit of watching your industry and talking with regulators and peers in other health facilities, 
particularly those in your region.

Interacting with others in your industry allows you and your facility to focus on staying ahead of regulatory 
requirements. What’s more, keeping an ear to the ground on industry survey trends—common deficiencies 
and the focus areas for TJC—is a relatively simple way to avoid the same high-potential hits when a surveyor 
steps into your facility. Aim for a level of readiness where you routinely put solutions in place before they’re 
mandated by regulators.



Stay Informed
Performing ongoing 
current state health 
assessments can 

help in self-identifying 
potential risks.

Stay Organized
Creating and enforcing 

policies which 
guarantee organized 

documentation is 
one of the key tasks 
for today’s hospital 

leaders.

Communicate 
Clearly

The clearer 
communication about 
safety standards and 

compliance from 
hospital leaders, the 

better that information 
will be incorporated 

into daily practices by 
staff.

Get Expert Support

The most successful 
hospitals are those that 
know their limits when 
it comes to achieving 

daily compliance 
and develop internal 
compliance training 
programs or partner 

with an expert 
company to do so.
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How to adapt to changes in compliance 
requirements



Weighing the Costs: Standardization
The healthcare facilities that tend to be drawn to the short-term savings of eliminating internal personnel 
positions to cut costs are often the same facilities that are prone to postponing or cutting corners in 
hard-to-see facility improvements. Delaying facility investments multiplies costs in the long run, and 
that practice puts the organization’s compliance, patient safety and experience at risk—not to mention 
reimbursements.

Few things can botch your budget numbers as badly as failing to normalize costs, keeping them 
consistent from year to year, close to your benchmarks. By the time deferred maintenance gets to the 
critical point of repair, the expense for the repair runs the risk of being so costly it should be considered a 
capital expense. 

By contrast, there is strong evidence proving that routine preventive maintenance extends the life of your 
facility, equipment and other facility components, yielding dramatic savings in the long run. Similarly, 
keeping your spend consistent from year to year also benefits your bottom line.

Don’t let personal preferences drive 
standardization. When someone favors a brand, 
type of equipment or processes over another 
because of their own experiences, those 
biases breed waste, errors & inconsistencies. 
In turn those decisions could result in missed 
opportunities, unnecessary expenses, steps or 
systems that end up lowering team performance. 

Do measure the impact & performance, and 
use that data to steer decisions on how to spend 
your time and dollars toward skills that build your 
team. It’s the only way to consistently avoid issue 
blindness and catch hard-to-see deficiencies 
before they snowball into expensive survey 
findings. 



Conclusion 

Before you can standardize any process or tackle 
any regulatory compliance issue, before you can 
consider cutting internal positions or bringing 
external contracts in-house, and before you can even 
dream of reducing energy usage, you need to know 
where your facilities stand today.

We advocate an in-depth review of all policies, 
operating systems, regulatory compliance, costs and 
contracts to provide a current-state synopsis of your 
facility. It’s also important to inventory all mechanical 
and life-safety assets, rooms and corridors, capturing 
them in a computerized maintenance management 
system (CMMS).

From there, you can begin the work of 
standardization and compliance, personnel review 
and BAS automation.

Closing Thoughts
As you well know, regulatory 
compliance is a moving target. So 
are savings, efficiencies, patient 
safety and so many other goals you’re 
responsible for. Standardization makes 
everyone’s job easier, moving you 
closer to your goals, and enabling you 
to stay ahead of those moving targets.

If you are interested in having Medxcel 
review your healthcare organization’s 
current compliance position and 
provide a road map for remediation and 
survey readiness, contact us. 

WE’RE HERE TO HELP 
info@medxcelfm.com

855-633-9235
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