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Cost Containment Corner

Top five pain points when
renovating a health care facility

By Cindy Juhas

Since the enact-
ment of the Afford-
able Care Act, more
health care facili-
ties have embraced
value-based health
care. The focus on
cutting costs, increas-
ing patient satisfaction, improving medical
outcomes and reducing readmittance rates
has revolutionized the industry, and has fa-
cilities focused on quality care and the pa-
tient. Many hospitals, clinics and outpatient
facilities are taking on renovation projects,
repurposing existing spaces and replacing
outdated equipment to accommodate this
new value-based health care model.

Many facilities are also discovering,
however, that this is easier said than done.
Between navigating the millions of product
choices and tracking the hundreds or even
thousands of pieces of equipment that need
to be staged, delivered and maintained,
facilities also need to manage the timeline
carefully to avoid disruptions in patient care.

The following are the five biggest pain
points that facilities should be aware of be-
fore taking on a renovation project:

Product selection and purchasing
It's critical that facilities choose the product
that will produce the best possible patient
outcome at the lowest cost. While the most
expensive product may be appropriate for a
major surgery center, it likely isn’t the right fit
for a two-doctor primary care office.

For example, there is a large array of refrig-
erators that facilities can choose from to store
vaccines, medication and other items that
need to be kept cold. While a hospital may
require several industrial-scale refrigerators to
accommodate blood storage and the thou-
sands of vaccines it needs to keep in stock, a
compact, less expensive refrigerator will work

well for a pediatrician’s office. Similarly, facili-
ties that perform surgeries and invasive pro-
cedures need to be more concerned about
silver-based antimicrobial powder coatings for
handrails and other high-traffic areas than an
optometrist’s office does.

Purchase orders are another expense that
facilities often overlook. Just one can cost up
to $125. With one room potentially needing
equipment from 20 manufacturers, that adds
up if you're not going through a medical dis-
tributor that can help consolidate them.

Product maintenance

The total cost of ownership of medical
equipment is often overlooked. After ev-
erything is in place, there are ongoing main-
tenance, repairs and service or warranty
contracts. IT connectivity and other costs re-
lated to supporting the new equipment also
need to be factored into a budget estimate.
Streamlining this process, either internally or
through an outside medical distributor, can
add significant value. Just by consolidating
service contracts, facilities can save millions.

Staging and assembly
For larger orders, staging equipment in an off-
site warehouse makes the delivery process
go much more smoothly. Equipment can be
grouped together by type and delivery date,
which makes tracking the equipment, loading
itin the correct order and quickly installing it in
the health care facility much simpler.
Pre-assembling the equipment during
the staging process saves time and ensures
everything is put together correctly. It is more
efficient to track, load and unload equip-
ment that is assembled than it is to manage
countless mismatched parts and attempt
to put them together on-site. Health care
equipment needs to be assembled exactly
as intended. The pre-assembly is especially
important for smaller facilities that do not
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have the in-house staff to assemble, once
the equipment is delivered.

Receiving and unloading
Unless a distributer is consolidating the delivery
process, fadilities often need to receive multiple
deliveries from different manufacturers. Small
health care offices likely don't have a receiving
department with loading docks, palette jacks,
forklifts and other necessary equipment, so
special arrangements may need to be made to
rent or borrow the equipment prior to delivery.
Fadilities also need to consider if additional
staff is needed to help unload and carry the
equipment to its final destination. You don’t
want to resort to asking the anesthesiologist
walking by if he can help unload an exam table.
Having designated employees to accept the
delivery, sign for equipment and coordinate the
process also makes it much simpler. If equip-
ment is damaged, this needs to be reported
and recorded so the products can be replaced
and the appropriate insurance daims filed.
Another issue facility managers often
overlook is where to store the equipment
once it is delivered. Not everything can be
installed immediately, so you need to know
how much space you'll need, based on what
is and is not going into storage.

Logistics and timing

Keeping a renovation, expansion or launch
on time and under budget is key. A 20-doc-
tor clinic can lose $125,000 in revenue ev-
ery day it delays opening. Hospitals can lose
closer to $400,000 to $500,000. For facilities
that are renovating or adding equipment
while still serving patients, deliveries need to
be timed so they will cause as little disruption
as possible — likely early in the morning, late
at night or on weekends.

About the author: Cindy Juhas is the chief
strategy officer of CME.
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