
  
CLINICAL ENGINEERING FACILITY MANAGEMENT GUIDE
Facility Management - Facility Planning and Forecasting

1.4  FACILITY PLANNING AND FORECASTING
Today, the facility manager must be able to do more than just fix facility problems, construct new buildings and renovate existing space.  Now, he/she must also be closely attuned to the hospital administration business plans.  Successful hospital business plans must be capable of reacting to the constantly changing health care industry.  The executive management must be able to rely on the facility management office to also be reactive to these changes.  The key for the facility management office is to do this in a way that supports the overall hospital business plan.  

To be successful in this effort, the facility management office must create a long-, medium- and short-range plan for the facility.   The long-range plan is commonly known as the “strategic plan”, and is generally a three to five year plan, but may be projected out as far as five to 10 years.  The medium-range plan is a more defined plan, and is generally an eighteen month to three year plan.  The short-range plan is commonly known as the “annual plan”, and is the plan for the present year up to eighteen months.  

The first thing to understand about the facility management strategic plan is that it is an integrated plan that closely parallel’s the strategic plan created by the executive committee.  Both plans must interrelate and be on the same page with the facility management budget.   Gaining a better understanding of the process used to create the parent organization’s strategic plan will help the facility manager understand what is expected of the plan developed for his department. 

Strategic Plan (3 - 5 year plan)

Strategic planning is the result a fairly young business approach know as strategic management.  Strategic management may be new in its application, but it is not a new concept.  Instead, it is a method that combines business processes that separately have long contributed to organizational growth and renewal.  Typical processes are: (5)

· goal formation

· environmental analysis

· strategic formulation

· strategic evaluation

· strategic implementation

· strategic control 

As strategic management became more accepted, the processes that defined its existence became more elaborate.  Figure 6 is a good example of the different attempts made to  illustrate the process relationships.  This particular figure does a good job showing how environmental issues and the decisions made by the health care internal organizations work together in the overall strategic management process.  
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Figure 6 (7)

strategic management process
In its simplest form, strategic management is not all that complicated.  It can be outlined as a combination of just three management decisions: (6)

1.  mission - what to become

2.  strategy - what strategy to follow

3.  plans - what steps to take

The mission developed for the facility management strategic plan should closely follow the language of the parent organization’s mission statement.  The strategy developed should be accomplished through a well defined strategic analysis process and again should parallel the same environmental issues examined at the executive level.  These environmental concerns will be just as important for the development of the facility management strategy, and are reciprocally effected by whatever strategic decisions are made.  Finally, plans must be formulated based on the strategic plan’s long-term objectives, and a projection of the financial requirements is created.

Since these plans are created based on environmental and internal conditions that are expected to exist more than three years away, they are not expected to be cast in stone. They should contain a pretty good description of what the internal environment is expected to look like and what the facility management structure is expected to be to accomplish the needed changes.  In this way, the strategic plan is considered to be descriptive. (8)  A good format for the plan is shown in figure 7. 

The creation of this plan is an iterative process, resulting in a number of rewrites.  It also should involve as many functional area managers as possible who are ultimately responsible for the programs involved.  Most important is that the proper materials be available during the plan design.  At a minimum, this should include: (10)

· Facility inventory

· Facility utilization information

· Facility costs (unit costs for every program element)

· Cost indices applicable to local labor, material, and utility costs

· Agreed-upon growth (or reduction) factors

· Standards, particularly for space and furniture

· Applicable utility information

· Input from the master plan, if available

· A typical cost “slice” for common types of services (such as the cost for a typical alteration cost as a percentage of total project cost)

· Personnel needs and mix

And in order to insure the consistency of the planning process, it is most important to include:

· Last year’s facility plan

· The last two year’s executive strategic plan 

 Though the plan is intended to be descriptive, many things could change over a three year time frame that would cause additions, alterations or deletions to the plan.  These changes can range from technology advancements, to a change in organizational leadership.  So, the strategic plan is designed to be a guide, or a directional beacon, that provides a clear direction for more detailed medium- and short-range plans. 

I.  Introduction

II.  Environment 1.
III.  Assumptions 1.
IV.  Constraints 

V.  Discussion

A.  Presentation of scenarios

B.  Impact on/of programs for each scenario

1.  Capital

2.  Annually funded nondiscretionary

3.  Annually funded discretionary

4.  Lease costs

5.  Lease holding incomes

6.  Overhead costs

7.  Space need projections

C.  Discussion of most probable scenario (highlight critical deviations form other scenarios which could affect the facility department and/or business significantly.  Include risk and sensitivity analyses, if possible

VI.  Conclusions

VII.  Recommendations

VIII.  Appendixes

A.  Time-phased list of events to implement most probable scenario

B.  Capital 2.
1.  Environment 3.
2.  Assumptions 3.
3.  Constraints 3.
4.  Impacts on the program

5.  New initiatives required. 4.




C.  Annually funded nondiscretionary costs.

D.  Annually funded discretionary costs.

E.  Lease costs

F.  Lease holding income

G.  Overhead costs

H.  Personnel projection

I.  Space needs projection
J.  Organizational chart for departmental structure.

1.  Derived from business plan plus best input of facilities staff.

2.  Other program appendices similarly organized.

3.  Only those applicable from main plan.

4.  Described up to one paragraph with programmatic estimates of start date, duration, and costs.

Figure 7 (9)

strategic/medium range plan format

Medium-Range Plan (18 month - 3 year plan)

The medium-range plan is a refinement of the strategic plan so that it can soon be translated into a short range, or annual, plan.  The format of the plan is exactly the same as the long-range facility plan.  The only difference is that the plan is dealing with a closer target range of dates.  This results in more concrete information with which to base planning decisions.  It also allows for more complete plans that contain a greater degree of detail.  

Properly created, the medium-range plan will establish a good base for the development of the annual plan.  The first draft of each year’s annual plan should be derived directly from the medium-range plan.  In fact, 70% of the medium-range plan should be translatable directly into the annual plan once the planning process has been completed. (11)  So, for a planning program to be successful, a great deal of effort must be placed on the development of the medium-range plan.  

Annual Plan (12 - 18 month plan)
If the strategic plan is considered descriptive, then the annual plan is considered prescriptive.  As previously stated, the annual plan should be primarily based on the medium-range plan.  It also should present a clear message about the goals, objectives, and priorities that exist for the facility.  The structure of the plan should be consistent with that used in the strategic plan and the medium-range plan, and should parallel the budget.  Finally, it should be easily updated, which is usually needed somewhere near the mid-year point. (12)  

In figure 8, a typical format for the annual plan is illustrated.  It is easy to see that it is far more specific than either the strategic or medium-range plans.  In addition, it is geared more toward action plans and budgets instead of the comparably vague program and financial projection entries that exist in the other plans.  

As previously stated, some of the best tools available for the development of this plan is the previous year’s plan.  The year-to-year annual plan should be a continuous set of fluid documents that build on one another.  Once the new plan has been completed, it should go through a final comparison with the previous one.  If the variance between these two plans is greater than 30% of the bulk of the plan, then the plan design process should be reviewed.  

The annual budget should be presented in the meat of the annual plan.  The budget is separated into four distinct areas.  These are the capital cost, the overhead costs, and the discretionary and nondiscretionary costs.  The nondiscretionary costs are those facility projects that are considered critical to complete in the next fiscal year.  The discretionary costs are those projects not so critical or whose priority was not high enough to be included in the annual budget.  When the budget guidance is given for the upcoming fiscal year, it is important to determine where these projects should be listed.  Once this has been determined, the planning required to coordinate the design and construction of the nondiscretionary projects can take place.  The time table for the start of these projects will depend on their priority, the impact on the facility, and the impact on patient care.  

I.  Capital Cost

A.  Construction

B.  Alteration

C.  Major Repair

D.  Replacement

E.  Equipment Purchase

F.  Furniture Purchase

G.  Design and Engineering

II.  Annually Funded Costs (Nondiscretionary)

A.  Utilities

B.  Operations

C.  Maintenance and Repair

1.  Preventive Maintenance

2.  Corrective Maintenance

3.  Special Maintenance

4.  Minor Repair

5.  Major Repair

6.  Design and Engineering

D.  Custodial

E.  Moving

III.  Annually Funded Costs (Discretionary)

A.  Alterations

B.  Maintenance

C.  Repair

D.  Moving 

E.  Design and Engineering

IV.  Overhead Costs

A.  Personnel

1.  Regular staff salaries and benefits

2.  Supplementary staff

3.  Training 

4.  Travel

B.  Office Equipment

C.  Vehicles

D.  Design and Engineering

V.  Space Needs Projections
Figure 8 (13)

annual plan format

The budget guidance is usually received around the middle of the fiscal year and is the culmination of a process that begins very early in the year.  It starts with the individual military services requesting budget quantities as a part of the overall projected defense budget.  The President submits this budget to Congress for approval.  Once approved, Congress appropriates the funds and the office of the Assistant Secretary of Defense Health Affairs (OASD [HA]) receives the military medical portion.  OASD [HA] passes the Air Force’s allocation to the Surgeon General’s Air Staff who in turn divides the budget further to each of the major commands (MAJCOMs).  The MAJCOMs distribute the funds to individual bases either as medical facility O&M allocations or as medical project funding.  The O&M allocations go straight to the medical facility Resource Management Office to fund the operations and maintenance of the facility.  The medical project funding is channeled to the Base Civil Engineer to cover the projects that are part of the annual plan.  A more thorough explanation of the approval and funding process followed for medical facility projects can be found in chapter 4.  

As mentioned, information on the amount of funding that will be received is provided around mid-year.  The information can come from different sources, but the most likely would be the facility’s Resource Management Office or the MAJCOM logistics office dealing with facility funding issues.  This gives the facility 6 months to fine tune the annual plan including the separation of projects between discretionary and nondiscretionary designations.  

It is important that the discretionary efforts be included in this annual plan.  These efforts are not necessarily frivolous, but may be requirements for departments that have just been determined to be less critical to the overall facility plan.  The facility office must be prepared to incorporate these projects into the annual plan at any time.  It is not uncommon for the facility to receive calls near the end of the fiscal year offering additional funding that was left over from efforts somewhere else in the command.  This can either be the result of additional funding diverted from other government budgets or due to other facilities’ inability to award nondiscretionary projects on their annual plan.  The planned award funds from these facilities are returned to the command and must be redistributed for awarded contracts prior to the end of the fiscal year.  If efforts are already planned and designed, and can have a contract awarded prior to the end of the fiscal year, this funding could be obtained for the facility.  

This is why discretionary project costs are an important part of every annual plan.  These projects must be designed, packaged and ready to go to contract award in order to take advantage of these additional funds.  The list containing the discretionary projects must be specific and well outlined in the plan.  It is important that the Commander, Administrator, Support Squadron Commander, Logistic Flight Chief, Resource Management Office, and key personnel in the Facility Management Office are all well versed on this list.  A call from command to all bases under its responsibility can come at any time to any office searching for redistribution of funds.  A good working knowledge of this list can help toward obtaining these funds and awarding additional projects in the annual plan.

In each section of the annual plan actions expected to be accomplished over the year are outlined along with the budget that is allocated to accomplish the actions.  This is why it is extremely important to include affected department managers in the plan development process.  Not only do they feel a sense of contribution to the future of their departments, but it will also be more likely that they will “buy-in” to the final document.  This will be critical when it comes around to accomplishing the actions that are contained in it. 

Creating the first series of long-range to short-range plans is a difficult task.  But, once this groundwork is accomplished the process becomes easier, as it is simpler to build on something that is already there.  Just remember, the entire planning development process is an iterative one.  It will take a number of writes and rewrites to complete a specific plan, and each time an old plan is replaced with a new one the rewriting process will start all over again.  But, each time the plan is regenerated, it will get better.  In time, the effort will prove to be easier and the final document will be more comprehensive.  Regardless of effort involved, it is an important process and allows the facility management office the ability to consistently support the hospital business plan.   With this support, the hospital will be more successful in reacting to a constantly changing health care industry. 
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