Volume 5, Issue 6
March 20, 2006

An Essential Tool for Healthcare Leaders

From

NNOVATIONS
swansocs vy 22 [PHINS

a
The HealthCaring Sclution

TrendLeader —
Connections

S. Harvey Price is editor of
For Your Advantage. A health
care industry strategist
based in Boca Raton, Fla.,
Mr. Price has worked as an
independent consultant
since 1971. His clients are
community hospitals,
hospital systems and major
corporations.

About FYA

FYA - For Your

Advantage, is a free twice

- monthly newsletter
published by TrendLeader
Connections.

With every issue, FYA
provides insights into the
topics that concern
healthcare leaders today
and the challenges that will
be faced in the near future.

The newsletter is
provided free to healthcare
CEOs only. CEOs may use
the material in any way they
wish—except for the
editorial content that is
copyrighted by the author.
You are welcome to print
copies of FYA.

TrendLeader Connections
406-586-8775
www.ForYourAdvantage.com

FYA - For Your Advantage

Innovation at the Point of Care:
Testing and Diversifying Risk With a Learning Line®™
By John W. Kenagy, MD, MPA

2006) told the story of how Jan, ahospital unit chargenurse, innovated to

solveachronic problem. Although the problem seemed small (missing
whesd chairs), themethod used to solveit resulted in over 300 innovetionsgenerating
$133,000in new vaueto thehospital monthly.

Wheat did the management team do to enablethisinnovation?- They used one
of the oldest and most effective management tacticsknown:

Instead of moving information to decision makers, they directed and
coordinated decision rights moved to where theinformationis.

Successful leadershave been moving decisonrightstowheretheactionissince
humansbegantolead. Butinmy hedthcareexperience, itisdifficult. No matter
what wetry - expensivetechnology and computer systems, compliance-based
projects, industry-inspired improvement methods, consultantsand training, better
metrics, benchmarking, best practice, etc - agtaff culturethat consstently generates
higher qudity, lower cog, increasingly safer, moreflexibleand satisfying hedthcare
eludesus. Andwedtill cannot find awhed chair (one 12-hospital system estimated
missingwhed chairsasa$500,000 annud problem).

So, how did Jan's hospital management team doit? First, it decided to do
something very innovative- useadisciplined, structured method to solve problems
asthey happened, asrapidly aspossi@lé)l e, using only theresourcesnecessary andin
the courseof work (AdaptiveDesign , ssewww.kenagyassociates.comfor detalls).

Secondly, they diminated organizationa barriersand defused palitica landmines
that dow or stall innovation - they established aLearning Li ne’ to problem solve,
test, verify andimprovethiscapability.

TheLearning Line concept devel oped from my research at Harvard Business
School on Disruptivelnnovation and the ToyotaProduction System.

e Everygreat disuptiveinnovator (e.g., Microsoft, Intel, Toyota, Southwest
Airlines, etc.) avoided thebarriersand landminesthat stalled the companiesthey
disupted.

e Whenever Toyotataught atraditionaly managed company to dothe Toyota
Production System, they always created a"model line," anisolated place onthe
shopfloor to problem solve, tet, verify andimprovethenew idess.

Thisresearchledtotheconcept of a"Learning Lineg" - anisolated place, within
alarge, complex organizationthat can quickly " problem solve, te, verify andimprove
new idees' inred time, withreal work.

I ast month'scolumn (For Your Advantage, Volume5, Issue4, February 20,
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Innovation at the Point of Care (Continued...)

Learninglinesareeffective. Wehavedevel oped more
than40inavariety of hospitals(rura, urban, community,
academic, 40-750 beds) and are now moving into
outpatient, physcianand home careenvironmentswith 100
percent successrate aslong asthefollowing criteriaare
met:

1. Unit management isstable, respected and hasclear
direction and support from leadership.

2. Successul, experienced teacherstrandfer thenew Kill
setstotheunit'smanagement

3. Reatively fewer productsor servicesmakeit easer
(athoughour most successful Learning Line, Jan'sunit,
wasby far the most complex).

4. Leadershipminimizesor eiminatesnew projectsor
initiatives, changein management or staffing, new
technol ogy, outs de consultants, etc. and agreestono
layoffsasaconsequence of improved productivity
ontheLearningLine.

Thefirgt objectiveisto createaplacethat can problem
s0lve, test andimproveinnovative methodsand technol ogy
- aplacefor theorganizationto learn. Thesecondisto
divergfy therisk of innovetion. Every greet transformational
innovator | studied did not take big risks, but, rather, was
ableto diversify therisk of innovationin operationally
meaningful ways

What'stheadvantagefor ahospitd ?- Inmy experience,
most hospital resourcesare alocated to compliance-based
qudlity, new technology and I T, industrid-engineering based
improvement methods, more metrics, more training,
benchmarking and best practice. Why not creste asafe
placeto do something different? Why not diversify risk and
increase the opportunity for success? Why not start a
LearningLine?

| cangiveyou another ressonwhy - Jan'sLearning Line
not only solved thewheel chair problem, their and related
units innovationsgenerated greater than $1,700,000 of
new vaueat thesametimethey decreased staff turnover by
51 percent and produced the greatest increasein patient
satisfactioninal7-hospitd system. They increased qudity
andlowered cost whilemaking careincreasingly safer, more
flexibleand satisfying - improvement with no tradeoffs.

What do youthink?Could you usealLearning Line?
Send your comments and questions to me at
kenagy @kenagyassociates.com.
Wewill have more onwork place
innovation next month.

©2005 John W. Kenagy, MD,
MPA, Director, Kenagy
& Associates, LLC (K&A)
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PHNSisan innovative healthcare services company providing strategic
outsourcing services in information technology, health information
management and recel vables management to over 400 hospitals. PHNSIs

not aconsultant, vendor or software company but apartner, asolution. PHNS understands healthcare
because our partners are healthcare and healthcare only. Unlikeitscompetitors, PHNS strategically
alignsitsalf withahospita'sclinical and financial goalsand objectives. Through itsunique business
model, PHNS reduces costs by aggregating, consolidating and sharing resourcesamong itsparticipating
hospital partners. PHNS hel ps hospital s manage information systems, computer technology, patient
records, coding and patient billing to improve patient care, safety and efficiency and increase
profitability and efficiency. For moreinformation, visit www.phns.com.
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Are You Into P4P? If Not, Time To Innovate!
By: Rick Kneipper, Chief Administrative Officer and Co-Founder of PHNS

edicare & Medicaid Services ("CMS"), payers such as

nited Healthcare, the National Quality Forum and
physician groups such as the American Medical Association
("AMA™) agree that pay for performance programs ("P4P")
have merit and should be considered as an innovative new
approach to quality and cost control in U.S. healthcare. Well
perhaps "agree" is too strong-maybe they've al decided that
PAP can no longer be ignored and must be seriously considered
as aviable alternative to today's system, which could be called
PROP (pay regardless of performance).

Consider the various motivations behind the PAP movement.
Payers such as United Healthcare have instituted a "premium
designation” program that gives lower co-pays for employees
who use high performing "gold-star" doctors. United saysthat
it'sall about giving healthcare customers information that they
need in order to choose the highest quality, most efficient
doctors. Or consider Integrated Healthcare Association, a
consortium of large California HMOS that provides financial
incentivesto participating doctors who show improved clinical
care in specified clinical areas, and over 35,000 California
doctors participate.

Or consider CMS' motivations. CMS Hospital Quality
Initiative focuses on 10 quality measuresthat link performance
to payments, and hospitals that show they're meeting the
required performance standards receive full payment for their
Medicare DRG payments. CMS aso has a hospital quality
initiativewith Premier in which CM Scollectsdataon 33 quality
measurements for certain treatments, and hospitals receive
bonus paymentsthat increase astheir scoring increasesrelative
to their peers. Over 260 hospitals are participating.

The AMA's motivations are a bit different-they insist that
PAP programs should be voluntary so that doctors don't bear
an unfair portion of the financial pain that could result from a
widespread implementation of P4P.

Or consider the quality motivations. Kenneth Kizer, M.D.,
president and CEO of the National Quality Forum, writes in
Trustee magazine (January 2006):

"Pay for performance is not about cost control. It's about
quality improvement and getting a better outcome. It just
so happens that a side effect, or collateral benefit, of
improving quality isthat we arelikely to save money for at
least some things and for some period of time."

Or consider the P4P view of Michael Millenson, the author
of the highly regarded book Demanding Medical Excellence
that raised serious issues about U.S. healthcare quality well
before the Institute of Medicine reports:

"It's much more than afad. It's a question of how we are
going to reimburse health care. Pay for performance is a
recognition of the fact that if you don't link payment to

mhaps it's time to listen when the likes of Centers for
U
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quality, it's not sustainable."

Or consider thefindings of aVanderhbilt University Medical
Center study that considered novel waysto cut healthcare costs:

"If insurers paid doctorsfor talking patiently with patients-
instead of seeing as many people as possible in a day- we
al might become healthier and spend less on medical care.
And, in the long run, health insurance costs paid by
businesses and their employees might go down."

Recently | participated in the negotiation of a contract for
avery innovative P4P program being implemented by a major
safety net hospital and a leading academic medical institution.
But despite very tense negotiations and high concerns on both
sides, we reached an agreement that both sides believe will
significantly improve the quality, efficiency and convenience
of patient care and yet provide a positive
financial result for both.

Are you engaged in a P4P program or
areyou considering one? If so, please share
your experience with the rest of us. If not,
why not?

I would like to hear your comments.
Send them to:

Richard.Kneipper@phns.com

About
TrendLeader —
[ Connections

FYA - For Your Advantageisbrought to you
by TrendL eader Connections. The function of
TrendL eeder Connectionsisproducing educationa
materials and seminars that help healthcare
executivesdifferentiate between fadsand trends,
andmaking connectionswith " Trend Leaders' within
thehedthcareindudtry.

We are committed to delivering new
perspectives and ideas, creative and innovative
healthcare sol utions, provocative concepts and
qudity educational materialstotoday'shedthcare
leaders. Wewant to concentrate on "what comes
after what comesnext."
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The Trillion-Dollar Mom Market: The Untapped Revenue Frontier
By Tony Paquin

they areincreasingly realizing that mothers are their most

valuable, and most vocal, market segment. Importantly,
mothers represent an opportunity to generate millions in "retail"
revenues in addition to greatly enhancing the use of hospitals
traditional reimbursed servicelines.

A shospitalsmoverapidly to identify new sourcesof revenue,

In order to appreciate the power of mothers as consumers,
simply visit apopular park in your town. Within minutes of sitting
next to a sandbox you'll hear mothers compare health coverage,
gather input on baby foods, critique the hottest family vacation
destinations and offer their two cents on the latest political race.
Their toddlers (adorned in Osh Kosh overalls, Gap t-shirts or
Disney-licensed clothing) play nearby.

Hospital executives must realize that moms spend money and,
thankfully for consumer marketers, momsloveto talk about where
they spend it. In no other market segment isword of mouth more
powerful. The right combination of print, electronic and online
marketing enhanced with a strong public relations effort can mean
millionsto your bottom line.

Under standingtheM ommy Market: Mom'sM oney at Work

e AccordingtotheU.S. Department of Agriculture an average-
incomefamily will spend $165,630 on achild by thetimethe
child reaches eighteen years of age.

e Females outnumber malesin the United States by over six
million (roughly 6 percent) and asignificant percent have at
least onechild. Thereare 141,606,000 women with children
in the United States.

Woman-owned businesses generate $1.15 trillion in sales.

U.S. women spend more than $3.7 trillion annually on
consumer goods and services, plus another $1.5 trillion as
purchasing agents for businesses. Asagroup, U.S. women
congtitute the number three market in the world, with their
collective buying power exceeding the economy of Japan.

e Eighty percent of all checkswritteninthe United Statesare
signed by women.

Marketing Research: A Guideto Successfully Connecting
withMom

Companies are spending billions to capture the mom market,
but 70 percent of mothersfeel companies are not doing agood job
at speaking to them. Thereis great opportunity for companies to
capture part of the $1.6 trillion dollarsin mom spending.

Research conducted in conjunction with the release of
"Marketing to Moms: Getting Your Share of the Trillion Dollar
Market" (Prima, 2002) identified thefollowing:

e Whenmomshavetimetoread, itsmagazinesthey arereading.
The average mother reads 4.1 titles a month with three of
them being delivered to their home.

e Word of mouthisthe strongest form of marketing withinthe
mom market.

FYA - For Your Advantage

March 20, 2006

e 55 percent of mothers say they rely on recommendations
when making purchasesfor thehome. The humber jumpsto
64 percent when it comesto buying aproduct for their child.

e Momsare online seeking information and spending money
on the Internet.

e 71 percent of mothers said they were very likely to use the
Internet for product information, advice or general
information. Only six percent say they have never purchased
aproduct online.

Hospital sthat target women can grow both their retail initiatives
as well as utilization of core services. For instance, Chris Evert
Children'sHospital (CECH) isinamarket (Ft. Lauderdale/Miami)
with six other children'shospitalsand wanted amarketing initiative
that would set them apart. The hospital turned to BSM Mediato
develop and produce 'Mom Talk Radio', South Florida'sfirst radio
show designed to educate moms.

'Mom Talk Radio' was not only designed to increase brand
awareness of the Hospital but to create an emotional attachment
between its mom listeners and hospital physicians. This targeted
effort had great results, including:

e Featured over 75 hospital affiliated physiciansayear onthe
show

Increased brand awareness by 25 percent
Increased pediatric emergency traffic by three percent
Developed an online database of 25,000 mothers

Delivered relevant content with CECH branding to 25,000
mothers monthly through an electronic Mom Talk Radio e-
Newsletter

Hospitals need to acknowledge the essential role that women,
and more specifically, mothers, play in their consumer mix. Our
experienceisthat hospitalsthat target marketing programsto women
have massive gainsinretail initiativeslike Medial Spas, children's
health services, women's services and aso indirect service lines
like senior careand male health.

For moreinformation: www.ThePaquinGroup.com. To contact
Tony Paquin: Tony @ThePaguinGroup.com

Tony Paquinisskilled at devel oping
retail business opportunities within
healthcare systems. Hehasover 20 years
experience leading strategic companies
in the insurance and healthcare
industries. He previously founded and
managed one of the largest technology
companies in the insurance sector, and
was CEO of aNASDAQ listed healthcare
Services company.
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