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Fundamental Healthcare Industry Life Cycle Change

Drives The Need for New Models & Transformational Improvement

"Turbulent change does not scare me. + Era of the hospital as we know itis

Living by yesterday’s rules in today’s ending

environment DOES scare me.”

+ Financial crisis in economy
accelerating hospital losses and the
need for change

- Peter Drucker

+ New business models emerge and
accelerate

 Cost pressuresrrise on the hospital
enterprise
« Profitable volume declines

« Performance accountability
Time accelerates - HCAHPS , VBP, etc.

Performance

“Skate to where the puck is going to be, not to where it has been!”
- Wayne Gretzky
CARE & Catmonic
LOGISTICS” g Lo
PaRt

MRS

What are the New Performance Expectations?
The Efficiency to Effectiveness Formula

Efficient .
Throughput Improved Quality

& Maximize Resource (meet spec) Exceed

Peak

Capacity Management & Safety £ Ustomey Effectiveness

Expectations

(O/E ratio < 1.0) (Nowaste) (zero defects)
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What Does the Journey to Peak Effectiveness Involve?
Identifying and Eliminating the 40% Waste in the System

Challenge: Managing

Length of Stay (L.O.S.)
Average = 4.7 days (OLD - CS)

Simultaneous Patient Demand  Non-value-added Value-added
with Limited Assets (white space)

nose, treat, and teach)

Requires: System Prioritization,
Queuing, and Coordination

Length of stay (L.0.S.)
Average = 3.5 days (NEW - FS)

BENEFITS
« Improved efficiencies
« Increase capacity (higher turns)
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By far, the greatest opportunity to improve
lies in eliminating whitespace. This includes
process variability and fragmentation. In
healthcare, this transformation from silo

* Improved quality and safety
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Case Study

Mercy St Vincent Medical Center

« Toledo region’s critical care referral and
teaching center (534 beds)

+ Only downtown safety net hospital
« Challenging payor mix

« Annual admissions exceed 22,000
+ Emergency Room visits 65,000+

« Provider of medical education with 190
Graduate Medical Education resi
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“We were having significant performance challenges
due to inefficiencies and stretched facility and
personnel resources. We knew we needed to
approach this problem differently than we have in the
past, and Care Logistics Hospital Operating System™
seemed to be the logical solution to facilitate and
hardwire our leadership and process transformation
approach”

= Dr. Imran Andrabi, Pres/CEO, Mercy St. Vincent

“The Care Logistics engagement has been integral in
helping Catholic Health Partner (CHP) facilities, such
as Mercy St Vincent, improve operational
performance.

We had layered one improvement program on top of
the next in an attempt to secure breakthrough
performance but never achieved sustainable
improvement. The results of the Care Logistics
engagement speaks for itself”

- Samantha Platzke, SVP - Office of Operations &
Systems Effectiveness, Catholic Health Partners

(7 CcARE
W LoGisTics

& CaTraLIc

it
L Pawranne

Impact of Transformation: Mercy St. Vincent
Results from 2008 to 2010

* Increased core measure performance by 37%

* Achieved a 49% reduction in infection rates (UTI, VAP, BSI)

Reduced falls and DVT’s by 38%

Achieved the 97t percentile in patient satisfaction

* Improved the RN separation rate by 41%

* Reduced Preventable Harm by 72%

* Improved breakeven census from 300 pts per day to 231

* Created 110 virtual beds
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Impact of Transformation: Mercy St. Vincent
Results from 2008 to 2010

Mercy St. Vincent Medical Center’s 2010 operating income was $26
million compared to a budget expectation of $9 million.

related to T
LOS improvement from 5.1 days to 3.8 $ 12,900,000
Overtime reduction from 4.2% to 3.0% 4,924,000
Quality Improvements 2,947,000
Productivity 11,200,000
Agency Reduction 6,489,000

$ 38,460,000
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Examples of ALOS & CMI Impact

Associated with Care Logistics Engagements

St. Vincents RMC St. Charles St. Anne
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Improved Bond Rating POOR'S  RatingsDirect® March30, 2010
* CHP concerned about bond rating downgrade, and were upgraded instead
*  Why? Excerpt from S&P report:

— “Management took action to cut expenses in concert with the volume
slowdown and continues the process of spreading its best practices
throughout the system, such as through the innovative reengineering
process developed at Mercy St. Vincent Medical Center in
Toledo, which management estimates increased the bottom line by $10
million in 2009”.

* S&P upgrade due to raters being bullish on the spread of this operational
best practice (Care Logistics’s strategic partnership) across the CHP system

* Allowed CHP to go to market with $630 million of issue debt, and achieve a

1% percentage point reduction
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Care Logistics: Our Approach

* Step One: Create an Outcomes Based Culture

EalE i

Facilitate the clarification of the System Aim
Confirm and link operational priorities to the System Aim
Facilitate organizational alignment and effectiveness

CS to FS value stream mapping , milestones, and standard operating
procedures (SOP’s)

* Step Two: Adopt a New Care Coordination Model

1. Deploy hub and spokes

2. Combine case management and charge nurse functions

« Step Three: Implement Enterprise Logistics Software

1

2.
Step Fe

1

2.

(7 CcARE
¥ [oGisTics

Integrate the new workflows

Provide real-time performance feedback

our: Establish a Regular Operational Review Process
Weekly executive operational rounding and workouts

Develop competency in front line managers to translate data into
meaningful operational information

Summary: Peak Operational Performance
Is Built Upon an Efficient Human & Technical System Infrastructure

Efficiency- Meet or

exceed O/E LOS targets
Resource management — /
Improve return on assets . IDEAL STATE

Quality - Meet spec
Safety - Zero defects

Experience - Exceed M)~ ) Inputs: Interfaces & logistical
customer expectations =’ - users
HOSPITAL
OPERATING
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Result:

Systemaim clarification

Standard operating procedures (5.0.P.s)

* Major milestone clarification
* Weekly operational workouts

| HuMAN sYsTEM
P . feedback
& \t TECHNICAL Prioritization
p SYSTEM Queing

Coordination

Workflow integration
Real-time performance

SYSTEM™

* Patient Logistics
* Order & Service Logistics

« Staffing & Demand Logistics
* Regional Logis

A Paradigm Shift in Operations

Predictive Operational Outcomes

Erom To
silo driven ‘ coordinated operations
operations across the system

optimizing parts ‘ optimizing the whole

anecdote and more effective fact-based
opinion decisions

low coordination and
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collaboration ‘ orchestrated care execution

highly uncertain more predictable service
service delivery ‘ performance

% CATHOLIC

Hlearin
&
| gurien

4/27/2012




4/27/2012

Questions and

Comments

www.Carelogistics.com | 800.930.0870 | info@CareLogistics.com
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