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� New ACA requirements will drive benefits costs 
higher

� Can solve by cutting costs or increasing volume –
but increasing volume adds additional HR costs.

Facility Costs:  8-15% of Operating Expense
Surgical Supplies:  15-25% of Operating Expense

Human Resources
30-45% of Expenses

© 2013 MedHQ, LLC
3

Typical center: $10 
million revenue

Institute proven HR cost-
saving measures

5% Labor Expense 
Improvement = $200,000
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1. Hire and Retain “A Players”

2. Performance Management, including 
Employer Risks and Employee Alignment

3. Automation of as many HR processes as 
possible

Results: $200,000 increased operating income Results: $200,000 increased operating income Results: $200,000 increased operating income Results: $200,000 increased operating income 
for a typical surgical hospitalfor a typical surgical hospitalfor a typical surgical hospitalfor a typical surgical hospital

4

© 2013 MedHQ, LLC

1. Hiring, Benefits, Compensation, Rewards & 
Recognition

2. Coaching and mentoring for front line 
supervisors, including discipline process

3. Implement an HR information System (HRIS)

Optimize Labor Productivity, defined as:Optimize Labor Productivity, defined as:Optimize Labor Productivity, defined as:Optimize Labor Productivity, defined as:

The amount of net medical revenue ($) derived The amount of net medical revenue ($) derived The amount of net medical revenue ($) derived The amount of net medical revenue ($) derived 
from your labor expense ($)from your labor expense ($)from your labor expense ($)from your labor expense ($)
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40.6%

75.0%

56.3%

90.6%

78.1%

MedHQ Supervisors Surveyed in May 2012
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N = 46 out of 190 (24%)
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N = 46 out of 190 (24%)
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Most Frequently Included Most Frequently Included Most Frequently Included Most Frequently Included 
HR Processes HR Processes HR Processes HR Processes 

in Outsourcing Agreementsin Outsourcing Agreementsin Outsourcing Agreementsin Outsourcing Agreements

Rank Best 
Candidate 
for BPO

Payroll 1 95%

Benefits 2 73%

Recruiting and Selection 3 32%

Compensation 4 27%

Training and Development 5 20%

Performance Management 6 15%

(6) Eric Krell, “Focus In to Farm Out: Effective HR outsourcing requires strategically selecting 
tasks that vendors can do better to allow you to focus on key functions, HR Magazine 
(SHRM.org, July 2011) p. 47-49
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Capabilities & Attributes
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Hire and Retain “A Players”
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1.1.1.1. Hiring, Benefits, Compensation, Hiring, Benefits, Compensation, Hiring, Benefits, Compensation, Hiring, Benefits, Compensation, 
Rewards & RecognitionRewards & RecognitionRewards & RecognitionRewards & Recognition

2. Coaching and mentoring for 
front line supervisors, including 
discipline process

3. Implement an HR information 
System (HRIS)
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� Behavioral interviewing, appropriate assessment 
tools

� Rewards and Recognition
◦ Feed the passion for their chosen profession

� Benefits:
◦ Encouraging healthy lifestyles - loss ratio? (MLR)

◦ Jumping too often not a great strategy

◦ Benefits Administration Costs

� Compensation:
◦ FMV – understanding your marketplace

◦ Creative scheduling

◦ Pay for performance
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� Key Attributes

� Behavioral Questions

� Candidate tells 
stories: 
◦ Situation 

◦ what they did 

◦ end result

� Keep Candidates “out 
of the woulds”

� Did answer match
◦ Key Attribute?

◦ Values?
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� All interviewers trained on behavioral 
interviewing (a.k.a. targeted selection)

� Administrator Screens Resumes

� Top 3 qualified candidates interviewed

� Peers are A Players
◦ Especially those that support the core values of the 
organization

� The “interview team” decides
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� Are all administrator jobs the same?

� How about other positions: DON, BOM, OR 
Nurse, OR Tech, Front Desk, Materials 
Manager, etc.?

� When is it appropriate to pay more or less 
than the Median Salary?

15
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Pay Grade → 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44

Position ↓ Years of Service

Director of Nursing 0-7
7-

13

13

+

Business Office Manager 0-7
7-

13
13+

Administrator 0-7 7-13 13+

OR Nurse 0-7
7-

13

13

+

Pre-Op / PACU RN 0-7
7-

13
13+

OR Tech 0-7
7-

13
13+

Mat. Mgr 0-7
7-

13
13+
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1. Knowledge and Skill1. Knowledge and Skill1. Knowledge and Skill1. Knowledge and Skill
2. Supervisory Controls2. Supervisory Controls2. Supervisory Controls2. Supervisory Controls
3. Guidance Provided3. Guidance Provided3. Guidance Provided3. Guidance Provided
4. Complexity of the job4. Complexity of the job4. Complexity of the job4. Complexity of the job
5. Scope and Effect5. Scope and Effect5. Scope and Effect5. Scope and Effect
6. Personal Contacts6. Personal Contacts6. Personal Contacts6. Personal Contacts
7. Purpose of Contacts7. Purpose of Contacts7. Purpose of Contacts7. Purpose of Contacts
8. Physical Demands8. Physical Demands8. Physical Demands8. Physical Demands
9. Work Environment9. Work Environment9. Work Environment9. Work Environment
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Items 3: Guidance Provided
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Recruiting and Retaining “A” Players

Reduced Turnover

0.9% First Year Comp Savings

Second Year Comp Savings

Third Year Comp Savings
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Avg ASC Total: $25,000 to 

$100,000 Annually

$30,000

$30,000
$10,000

$70,000
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1. Benefits, Compensation, Rewards 
& Recognition

2.2.2.2. Coaching and mentoring for Coaching and mentoring for Coaching and mentoring for Coaching and mentoring for 
front line supervisors, including front line supervisors, including front line supervisors, including front line supervisors, including 
discipline processdiscipline processdiscipline processdiscipline process

3. Implement an HR information 
System (HRIS)

20

© 2013 MedHQ, LLC

Attitude

Attendance

21
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Risk AreasRisk AreasRisk AreasRisk Areas LevelLevelLevelLevel Related Risk CostRelated Risk CostRelated Risk CostRelated Risk Cost
Weighing Weighing Weighing Weighing 
factorfactorfactorfactor Factored RiskFactored RiskFactored RiskFactored Risk

Low Medium High

Discrimination low medium high $25,000 $50,000 $100,000 1.00 $25,000 $50,000 $100,000

Employee 
Attendance low medium high $25,000 $50,000 $100,000 0.10 $2,500 $5,000 $10,000

Employee Work 
Productivity low medium high $25,000 $50,000 $100,000 0.25 $6,250 $12,500 $25,000

FMLA, ADA, etc low medium high $25,000 $50,000 $100,000 0.50 $12,500 $25,000 $50,000

Hostile Work 
Enviornment low medium high $25,000 $50,000 $100,000 1.00 $25,000 $50,000 $100,000

Inappropriate 
Work Behavior low medium high $25,000 $50,000 $100,000 0.15 $3,750 $7,500 $15,000

Involuntary 
Termination low medium high $25,000 $50,000 $100,000 0.25 $6,250 $12,500 $25,000

Sexual 
Harassment low medium high $25,000 $50,000 $100,000 1.00 $25,000 $50,000 $100,000

Unemployment low medium high $25,000 $50,000 $100,000 0.10 $2,500 $5,000 $10,000

Work Comp low medium high $25,000 $50,000 $100,000 0.20 $5,000 $10,000 $20,000
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Risk AreasRisk AreasRisk AreasRisk Areas Factored RiskFactored RiskFactored RiskFactored Risk

Low Medium High

Employee Attendance $2,500 $5,000 $10,000

Employee Work Productivity $6,250 $12,500 $25,000

Hostile Work Environment $25,000 $50,000 $100,000

Inappropriate Work Behavior $3,750 $7,500 $15,000

Involuntary Termination $6,250 $12,500 $25,000

Unemployment $2,500 $5,000 $10,000

Total Annual Estimate $21,250 $95,000 >$190,000
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1. Benefits, Compensation, Rewards 
& Recognition

2. Coaching and mentoring for 
front line supervisors, including 
discipline process

3.3.3.3. Implement an HR information Implement an HR information Implement an HR information Implement an HR information 
System (HRIS)System (HRIS)System (HRIS)System (HRIS)
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Automated Timekeeping/Payroll 

Integration

28 FTE employees

7 minutes on each “side”

of the shift per FTE per day

Average $50K/FTE/Yr

240 workdays per year
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$50,000 Annually

28 FTE’s

x $29/hr

x 7 hrs/day

240 days/Yr

$48,720/Yr

How HRIS Produces Profit
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Compensation Systems Online

How HRIS Produces Profit
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Compensation History Records
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Compensation Approval Process
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Employee Electronic Time Off Request System

How HRIS Produces Profit
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Eliminate Time Wasting Issues

28 FTE employees

10 minutes per FTE per day

Average $50K/FTE/Yr

240 workdays per year
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Avg Total: $32,000 Annually

28 FTE’s

x $29/hr

x 3.33 

hrs/day

240 days/Yr

$32,343/Yr

How HRIS Produces Profit
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Employee Electronic Document Filing

How HRIS Produces Profit
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Employee Employment History File

How HRIS Produces Profit
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Employee Online Benefits Access
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Employee Benefits Access Online
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Employee Benefits Recordkeeping
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Benefits Master Billing Process
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Monthly Electronic Benefits Billing
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Employee Insurance Benefit Bill 

Management

4 plans (Health, Dental, Vision, Life)

5 EE errors per plan (1.5% error 

rate, if 28 EE’s on a plan for 12 mos.)

4 out of 12 months with error

1 EE health bill error

1 EE dental bill error

1 EE vision bill error

1 EE life bill error 
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x 4 months 

5 errors/plan

$600 / month 

+ $30 / month

+ $5 / month

+ $5 / month

$13,100/yr

Avg Total: $13,000 Annually

x



© 2013 MedHQ, LLC
43


