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A HYPER-SPECIALIZED CARE DELIVERY MODEL

Total Hip Arthroplasty and Total Knee Arthroplasty
procedures

JV partnership with surgeons

“Micro ASC” and surgical recovery facility
Adults aged 45-64 (non-Medicare)
Prospective, bundled fee revenue model
Clinically and financially integrated

Highly specialized, highly engineered and protocol driven
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The Key to Performance: Understanding Value Creation
Outline: Value Creation
% Significance
s Applicability
% Approaches and Models
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The Key to Performance: Understanding Value Creation

Significance

+ The “true north” of performance
+ Motivator of change
* Individual contributor

* Management
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The Key to Performance: Understanding Value Creation

The World Is Flat

Thomas L Frednan

Significance

+¢ Value creation is changing from a “command and control” model to a
“connect and collaborate” model.

¢ Companies have to create value by:
v tailoring to customer’s needs (or enable them to tailor),
v’ collaborating across organizations and departments,

v’ regularly analyzing and optimizing the value we deliver.

The World is Flat: A Brief History of the 21st Century by Thomas L. Friedman
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The Key to Performance: Understanding Value Creation

Applicability
+« All Organization and Industry Types
+» All Levels of Performance

« Function: Enterprise, Division, Department, Team

* Process & Technology

* Human: Class/Category & Individual
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The Value Context
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What is a Value Creation System?

“Value Creation System”: the business’s end-to-end chain
“_I of work processes that convert inputs into the valued
outputs delivered to its customer.

* The Value Creation System is the portion of the larger Value Chain the
organization controls.

» The Value Chain includes the customer’s customers and the supplier’s suppliers.

» Most organizations have multiple Value Creation Systems.
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Understanding Value Creation

Two Fundamental Approaches:
. Outside In

II. Macro to Micro
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The Key to Performance: Understanding Value Creation

“Visual” Models

% Purpose: to illuminate the system of value creation and
related performance variables for the purpose of:

» Testing and clarifying
» Building shared understanding

» Aligning stakeholders on performance reality, gaps, trends
and direction.

11

You have been criticized for your abundant use of complex diagrams in
your books. Given the chance, would you do them differently now?

“Definitely not. | might make better diagrams but
certainly wouldn’t stop making them.”

“You can list variables that affect organizational
results, but words can’t show the relationships
between things—a diagram can. | have a saying that
if | can’t draw a picture of a problem, | don’t
understand it.”

Interview with Geary Rummler for ASTD Magazine, 2007
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Outside

In Model

Understanding Value Creation

» Super System Map
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Super System Map

BUSINESS ENVIRONMENT

Geo-Political Regulatory/Legal Economy Natural Environmental Culture
SUPPLIERS ANY BUSINESS ﬁ'”"es‘me”‘sﬁ
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Super System

Map Example

BUSINESS ENVIRONMENT

Regulators Market Place Media
« SEC, FINRA, OCC, ERISA « NYSE
Financial | Industry Regulations
k2
FINANCIAL SERVICES CO MARKET
Plan ! Plan
Sponsors Participants
Asset Workplace Investing
Management o ____ Iy
| Channel |
| Individual
Call Center Investors
! |
| oL Self-
1 Web/Mobile 1 Directed
—>»{ Personal ing — : ‘I
Branch | .
T’{ Advisors || 3| Advised
! |
| Inbound/ | |
i Outbound | | Registered Individual
Other | | | | | 'L} “Financial |—» Investors
Inl//eitlmlent Advisors Self-
enicle L Intermediaries — Directed
Managers
Other
Firms
*
COMPETITORS
o Banks, Insurance, Broker Dealer, Transfer Agent
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Super System

Map Example

Froelance Authors

Customer USA.
H—content—a|
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Annotated Super System Map

6. Business Environment:
a Economy predicted to remain strong for next 3

ars. 1. Earnings:
b, Federal legisiation pending that could a. Profits deciined from 30% to 13% over
influence the way the industry disposes of ot aeened
certain production chemical by-prodicts b R e s by product

BUSINESS ENVIRONMENT
Geo-Poiiical Regulatory/Legal Economy. Natural Environment Culture.

5. Resources:
a.  Human Resources — increasing difficulty recruiting
qualified engineers over the past 18 months. An nvestments-
engineering shortage is a direct threat to RESOURCES ANY ENTERPRISE ¥ 4
new products to compete with competitor CCC. Finametat
b, Supplies/materials — Serious fire last quarter in prime Capital | ot —» nancia
facility of major component supplier has disrupted Market ! | takenoiaers

supply chain, causing some product delivery delays.
G Technology — Necessary to aggressively pursue and

evaluate emerging electronic and metallurgical

technologies to counter recent success of competitor

d. Capital — Primary source of capital is Corporate, who is
increasingly reluctant to invest more funds until ihey matenay
see an improvement in Belding Engineering earings. The [eauipment

Marki

a.  Industry continues to grow
at about 15% per year.
Analysts predict this will
remain the case for the
next decade.

b.  Overall revenue growth

. MARKET

combination of lowered Belding Engineering earnings and |_products/_ | | Customers. has'a';z‘eraged 12% for the
1o additional funding from Corporate has serious —— sewwe\ past three years
for new product e

customer orders
requirements &
foedback

]
o F

4. Competitios
a. Three major competitors
- AAA - Comparable technology, features and

2. Products:

a.  Original (Introduced ten years ago — sales growth
slowing each of last five years)

b.  Complex ( Introduced five years ago — sales remain
almost the same each of the past three years)

c. New (Introduced three years ago — growing an
average of 75% per year since introduction)

d. Two new products scheduled for launch early next

ear

price

- BBB - Inferior technology, less features, lower
prices

- CCC - Newer technology, more features,

htly higher prices

b, Market share summary:

Company % Warket Sha % Change| year.
T e e 5} e Product performance:
AAA 27 22 a9 i Rework on the increase
BB 25 27 5 ii. Increased delivery times
ccc s a 180
Other 3 3 o
Total 700 05
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Understanding Value Creation S

Outside In Model: Super System Map

Creat

o Value
Thraugn Process

» For more on Super System Maps:

v' White Space Revisited: Creating Value Through Process; G.A.
[ e

Rummler, A.J. Ramias, R.A. Rummler e | LA

IMPRAVING
PERFURMANGE

v’ Serious Performance Consulting According to Rummler; G.A.

Rummler

=
v Improving Performance: How to Manage the White Space on _:,J_-,—d
the Organization Chart; A.P. Brache & G.A. Rummler; 2™ edition -
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STAKEHOLDER VALUE MODEL
Superior

s || v
Outcomes /
Reduced

Risk
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Value Creation View of an Organization

ANY ENTERPRISE

Capital Management System $ > Financial
Stakeholders
Human
Resources Value Creation System
> Market
- Product/ Product/ >
Materials / Service Service
Equipment Launched Sold
Contributing y Customer
Technology Processes Product/
Product/ Service
Service g
Delivered

Product/Service
Ordered
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Value Creation Sub Systems

“Product/Service” “Product/Service” “Product/Service”
Launched Sold Delivered
1. Finding or inventing a 1. “Demand Developed”. 1. Processing the Order, from
Product/Service/ Creating demand for the “Order entered” to “payment

3.

Offering that will satisfy a
customer need.

Enhancing existing product
through redesign, re-pricing
or repositioning.
“Sunsetting” or discontinuing
products that are no longer
viable.

P/S, usually done by
Marketing. Output is usually
a “lead”.

. “Customer Committed”.

Frequently requires a sales
organization to convert
“interest” into a commitment
to purchase.

. “Relationship Maintained.”

Enhancement and
maintenance of the
customer relationship.

received” and “warranty
administered”.
If a Product — Making,
Delivering and Supporting.
If a Service — Customizing,
Delivering and Supporting.

. May also include installation

and servicing.

Understanding Value Creation

Macro to Micro Models

» Business Process Framework

* Macro Process Map
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Business Process Framework Example

Value Creation

Contributing |
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Diagno:
Developed

Biomarkers Ac

Partners an
Managed

Launched
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Business Process

Framework with Value Milestones

Yellow Boxes are

milestones

White boxes are
processes

25

| Plan&

Value Creation

Contributing |

Business Process Framework Example — R&D

Well formed !
___understanding of !

science and}

treatment dynamics!

I’.ead Molecule
! Identification

Assets
Available

Treatment |
indicators in |
Place 1

26

[ Differentiated ! Differentiated
i approved asset | approved safe Safe effective
| and indication(s) | leffective assets and and profitable
! andaccessto !} indication(s) assets in place
[ markets 1 to - -
™" Effective |
| _Pharmaco- 1
1 Diagnostics in |
Il Place J
= T—— e —— — — — — — — — — — -

TEffective and reliabler
1 partner/alliance 1

Iperformance aligned}
1
10 PV OBIEEHVES
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Business Process Framework Example

27

Business Process Framework Example
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Understanding Value Creation

Macro to Micro Model: Business Process Framework

* For more on Business Process Frameworks:

v' White Space Revisited: Creating Value Through Process; G.A.

Rummler, A.J. Ramias, R.A. Rummler
reDISCOVERIng
VALUE v Rediscovering Value: Leading the 3-D Enterprise to Sustainable

H Success; G.A. Rummler, A.J. Ramias, C.L. Wilkins

e DI

29
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Defining Processes in Terms of Value

* Processes are constructs for organizing value-adding work to achieve a business

valued milestone so they:
= can be performed effectively and efficiently
= can be managed effectively
= offers the potential for a competitive advantage

* Value milestones are points at which the nature of what is moving through a
process transforms and creates value

* A process is complete when it fully enables subsequent process(es)

Defining processes in terms of the value they create allows an organization to
truly optimize the way they do business.

30
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Value Milestone Example

Customer Acquisition Sales

Pricing Parameters Definition Underwriting v
RFP/RFI Response Sales \
Contracts Review Legal Contract

Pricing Review Underwriting

Set-up Sale Client Services

Finalize Sale Sales

Process = all of the work to get to the milestone

muve
Health
Understanding Value Creation
Macro to Micro Models
« Business Process Framework
* Macro Process Map
32
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Macro Process Map
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Value Value Value
Pr Sub Process ; Sub Process . Sub Process -
—rrocess____ Milestone———~
Inputs «p” «g» «gn
A" B e
Critical Critical Critical Critical
Inputs | Dimen- | Target Outputs | Dimen- | Target Outputs | Dimen- | Target Outputs | Dimen- | Target
sions sions sions sions
Characteristics/ Characteristics/ Characteristics/
Features Features Features
Assumptions Assumptions Assumptions
Health
Pricing and Booking Process
Qualified Opportunity |__Opportunity | Deal |_Retationship,,_| Deal Booked and Obligations,
Prospect Defined and Valued Understood Consummated Established ™| Obligations Translated Understood
Input crtical T Requirements Output crtical T pequirements Output Crtical T Requirements Output cntical T poquirements
Partial ~Complete- | 100% of basic Opportunity | - Complete- | 100% of customer Executed | - Clarity No legal input Booked ~Cycle Time | 100% booked wii
opportunity | ness customer info is profile ness profile complete contract and reqd to B&T positions. 6 hours
profile with: complete - Accuracy | No audit findings of
1) Identified Product - Complete- | 100% available - Availability | 100% of info req'd wrong positions
- Accuracy | 100% consistent structure & | ness to B&T available w/
2) Validated ‘with booked - Accuracy 0% of deals lost i24 hours of ‘Work - Cycle Time | 100% available w/i
credi information drivers due to wrong info execution instructions days of
worthiness - Execute- | execution
- Quality 100% business. - Quality. Mutual POCs ID'd ability No escalated
relationship model & structure relationship and accessible issues due to poor
understood instructions.

Characteristics/Features

- Unstructured, but with clear outputs

- Opportunities are broken into deal
components for determining risk and
establishing pricing boundaries

- Focused effort (maybe a dedicated team)

- Intelligence for mapping needs to product
structure

- Scaleable to handle multiple sites &
geographies

- Customer relationship deepened

- Sufficient knowledge/ experience exists in
usable form

- Analysis methods exist

- We can componentize our business (both
risk and market facing factors)

- Existing IT infrastructure can support

Characteristics/Features

- All relevant information readily available
to support approval
- < 50% of deals executed in last week of

r
- Corporate review is independent yet
integrated
- Customer relationship deepened

- Corporate will allow some flexibility in how
and when they participate in reviews.

Characteristics/Features

- Work instructions are available in a
variety of formats

- Work instructions are componentized to
allow for disaggregation by function and
reaggregation by deal

- Booked positions are attributable to
specific deals in order to determine deal
P&l over time

Assumptions

- Parallel effort to address variability in
position booking will succeed

34
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" Relationship Solutions’
Solutions with Contract Delivered
Available to
Consumers, 20d Delhery and
Capability in Serviced
Solaions Launched Sataions sza/\> Place Sglutions Delivered
Solutions% Solution™\”’( Solution Solution N e
Portfolio Platform (- Platform Platform Customized ez
| Managed || | Designed Built Managed g:s':;':?:d [=cig

Solution [

Platform

Solulio ; @
Platform Geiian Information
Restricted

i Delivery Available
stricte ' Capability
Available
Solutior
Platform

Closed
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Understanding Value Creation

Macro to Micro Model: Macro Process Map

* For more on Macro Process Maps:
v' White Space Revisited: Creating Value Through Process;
G.A. Rummler, A.J. Ramias, R.A. Rummler
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Summary

* Value Creation is the “true north” of
performance and is increasingly
important to surviving in fast changing
business environments.

Value creation modeling is best
accomplished working outside in and
macro to micro.

The concepts and models associated
with value creation are applicable to
all organization types and sizes.

Understanding value facilitates
prioritization and trade-off decision
making and is a strong motivator of

change.
37
U l E THANK YOU
Health
Healthcare to get you back to you.
Contact: Rick@MuveHealth.com
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