
Healthcare Construction Outlook 2026



Hospitals didn't just get more expensive — they got 
more complex
Between 1996 and 2026, hospital construction fundamentally transformed, marked by exponential increases in capital intensity 
and spatial requirements per licensed bed. What was once a straightforward inpatient tower is now a sophisticated healthcare 
campus with dramatically higher infrastructure demands.

The 30-Year Evolution

National construction costs surged from $115–$160 PSF in 1996 to 
$650–$850+ PSF by 2026 (a 5x-6x increase). Gross square footage 
per bed more than doubled from 1,200–1,500 SF to 3,000–3,500+ 
SF, reflecting the physical footprint of modern medicine.

What Changed?

• Clinical Evolution: Shift to 100% private rooms, 
higher acuity patients needing more support, and 
hybrid interventional platforms.

• Infrastructure Demands: Enhanced 
seismic/resilience standards, full electrification with 
backup power, and comprehensive digital 
infrastructure.



Longitudinal Hospital Construction Cost & Space 
Analysis (1996–2026)
Note: Construction costs only.  These costs represent Direct Construction Costs and do not include in markups from CM/GC.

Metric 1996 2004 2006 2013 2019 2026 (Proj.)

Avg. Cost 
(National)

$115 - $160 
PSF

$240 - $280 
PSF

$300 - $360 
PSF

$360 - $425 
PSF

$450 - $550 
PSF

$650 - $850+ 
PSF

High-Cost 
Markets 
(NYC/SF)

$190 - $220 
PSF

$380 - $420 
PSF

$450 - $600 
PSF

$600 - $750 
PSF

$800 - $1,000 
PSF

$1,200 - $1,600 
PSF

Gross SF per 
Bed (BGSF)

1,200 - 1,500 1,600 - 2,000 2,000 - 2,200 2,200 - 2,500 2,500 - 3,000 3,000 - 3,500+

Patient Room 
Type

Semi-Private Transition to 
Private

Private 
(Standard)

Private 
(Decentralized)

Private (Acuity 
Adaptable)

Universal / ICU 
Capable

Key Economic 
Driver

Managed Care Steel Prices Pre-Recession 
Boom

ACA / IT 
Mandates

High Acuity 
Focus

Labor Shortage 
/ Tech 
Competition



2026: low-acuity slows, high-acuity accelerates
The healthcare construction market is bifurcating along acuity lines. Capital allocation now diverges based on clinical necessity, 
reimbursement dynamics, and development risk.

Speculative MOB 
Softening

Speculative medical office 
building (MOB) starts are 
decelerating. Higher 
capital costs and lease-up 
risk are pausing 
development in many 
markets. ~1M SF Below 
Decade Average

Replacement Towers 
Accelerating

Megaproject hospital 
campuses are accelerating 
due to necessity. Aging 
infrastructure forces health 
systems to commit despite 
elevated costs.

Behavioral Health 
Booming

Behavioral health facility 
starts are booming, driven 
by improved 
reimbursement and unmet 
demand. These projects 
require specialized safety-
driven design.

Micro-Hospital 
Momentum

Micro-hospital models gain 
momentum with 12–18 
month schedules. 
Standardization and 
prefabrication make them 
attractive for market 
expansion.



The AI + Robotics Revolution is rewriting the 
hospital 'chassis' (2026+)

AI Operations Robotics

Electrification Digital Backbone

Digital infrastructure: 
More low-voltage, data 
drops, and cybersecurity 
segmentation

Command centers: 
Mission Control spaces 
with data-center-grade 
power and cooling

Robotic platforms: ORs 
need more space, 
structural support, and 
MEP intensity

Electrification: Heat 
pumps, microgrids, and 
battery storage reshape 
central plants

Delivery impact: Higher MEP density and controls extend critical path without prefab



The Data Center Effect: hospitals lost their 
monopoly on MEP talent

Data Center Boom

Rapid growth in data 
centers increases demand 

for resources.

MEP Labor 
Competition

Specialized labor becomes 
scarce due to high project 

demand.

Hospital Delivery 
Risk

Critical projects face 
delays from labor and 

supply shortages.



Wage premiums are now a direct escalation driver for hospitals
MEP is the Bottleneck
MEP work requires licensed specialists and healthcare-specific certifications, 
making it non-negotiable for hospital licensure. The wage premium for these 
trades, driven by competition from tech projects, has significantly widened.

Lock MEP Early
Engage MEP subcontractors early in design to 
secure capacity and lock pricing against market 
escalation.

Standardize Scope
Standardize room types and systems to enable 
repeatable processes and prefabrication 
benefits.

Prefab Where It Counts
Utilize off-site prefabrication for key components 
to reduce field labor and accelerate schedules.

Strategic Imperative: Hospitals win by buying certainty. Paying modest premiums today to lock qualified subcontractors and prefabrication capacity 
eliminates the far larger costs of future delays and market escalation.



Labor Competition Dynamics - Healthcare vs. Data 
Centers

Trade Primary Competition Source Estimated Wage Premium 
on Tech Projects

Impact on Healthcare 
Projects

Electrician AI Data Centers / EV 
Infrastructure

+25% to +30% Severe shortages; long lead 
times for switchgear install.

Pipefitter / Welder Semiconductor Fabs / 
Battery Plants

+20% to +25% Scarcity of med-gas certified 
installers.

HVAC Technician Data Center Liquid Cooling 
Systems

+20% Difficulty staffing complex 
isolation/OR mechanical 
work.

Drywall / Framer Multi-family / Commercial +5% to +10% Moderate impact; less 
crossover with industrial 
tech builds.



Labor Competition Dynamics - Healthcare vs. Data 
Centers
This table reveals why healthcare construction is losing the battle for skilled MEP talent. The structural differences between healthcare and tech 
projects create fundamentally different value propositions for workers.

Metric Healthcare Project Data Center / Advanced Mfg. 
Project

Impact on Healthcare 
Construction

Budget Flexibility Low (Fixed GMP / Bond Funded) High (Speed-to-Market Driven) Healthcare projects struggle to 
match wage escalation.

Wage Premium Baseline / Prevailing Wage +20% to +30% Premium Migration of top-tier talent to 
tech projects.

Overtime Minimized to control costs Maximized to accelerate 
schedule

Workers prefer the "fat checks" 
of tech jobs.

Project Duration 3-5 Years (Phased) 12-18 Months (Blitz Build) Tech projects absorb labor in 
intense, rapid bursts.

Work Environment Complex (Partitions, finishes, 
ICRA)

Open Hall / Industrial Electricians often prefer the 
"cleaner" data center runs.



Key Takeaways for 2026
01

Hospital Complexity Has 
Exploded:

Construction costs increased 5-6x since 
1996 ($115-160 PSF to $650-850+ PSF), 
driven not just by inflation but by 
fundamental changes in clinical acuity, 
technology integration, and resilience 
requirements.

02

The Market is Bifurcating:

Speculative MOB development is slowing 
while high-acuity replacement towers and 
behavioral health facilities are 
accelerating. Capital allocation now 
follows clinical necessity, not speculative 
opportunity.

03

Technology is Reshaping 
Infrastructure:

AI, robotics, and electrification are 
rewriting the hospital "chassis"—requiring 
more MEP density, digital infrastructure, 
and structural capacity than ever before.

04

Healthcare Lost the Skilled Trade Labor War:

Data centers and advanced manufacturing offer 20-30% wage 
premiums, draining the finite pool of skilled MEP talent. 
Hospitals can no longer rely on being the "apex buyer" for 
electricians and pipefitters.

05

Early Engagement is Non-Negotiable:

Lock MEP subcontractors during design, standardize systems for 
prefabrication, and pay modest premiums today to avoid far 
larger costs from delays and market escalation tomorrow.


