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Executive summary

In the 21 century, healthcare providers worldwide are challenged to meet increasing

patient needs while payer pressure constrains revenues and scope for investment.

Updating processes, tools and infrastructure across the patient lifecycle is central

to becoming a more sustainable organization (as defined in this paper).

This can unlock greater value for patients, from accelerating diagnosis, through facilitating

more personalized treatment, to reducing the need for readmission.

By helping you to optimize the service that your clinicians can deliver to patients,

Roche Healthcare Consulting can help your organisation to increase return on investment

while providing better outcomes for patients and transforming the culture and ways

of working to be more growth-focused and resilient.

A heritage of expertise in sustainability
At the heart of every sustainable system
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120+ago

is a smooth and optimal flow, whether

it be clinical samples, information, finances
or even patients.

Understanding a healthcare organization

at all levels (from top to bottom, designing
organizational structures and processes

to deliver smooth flows) is the key skill

that Roche Healthcare Consulting can bring

m20.000
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Roche Healthcare Consulting can provide
hospitals with the guidance and tools

to discover their own organizational

and cultural insights. Roche, as one of

the world’s great research-based healthcare
companies, has its own lengthy heritage

Working

100+

countries

in sustainability.

has more than 90,000 people working
together in 100+ countries and follows

a holistic approach when managing
sustainability: in addition to improving
access to products, the company’s strategy
also focuses on achieving continuous

progress in areas such as social responsibility,

environmental protection, supply chain
sustainability, people attraction and

retention.! For nine consecutive years, Roche
has been recognized as a Group Leader in the

Dow Jones Sustainability Indices (DJSI),?
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to help make your hospital more sustainable.

Founded more than 120 years ago, the company

which emphasized that Roche performed
particularly well in the categories addressing
the burden of healthcare costs, ethical
marketing practices and climate strategy.
Roche is also committed to supporting

the United Nations Sustainable Development
Goals’ and has received numerous recognitions
as a top workplace in many countries.*






Economic dimension
> Codes of business conduct
> Corporate governance

> Innovation management

> Marketing practices

> Materiality

> Product quality & recall management

> Risk & crisis management
> Supply chain management
> Tax strategy

Environmental dimension

> Climate strategy

> Environmental policy & management
systems

> Environmental reporting

> Operational eco-efficiency

Social dimension

> Addressing cost burden

> Corporate citizenship & philanthropy

> Health outcome distribution

> Human capital development

> Labor practices & human rights

Y Social reporting

> Strategy to improve access to drugs
or products
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Dimensions of
sustainability:
An evolution over time

In a socio-political context, “sustainable
development” has historically emphasized
economic activity that does not degrade

or destroy natural and human resources.’
This definition is of limited relevance

to healthcare service organizations

in developed countries.

In the early 2010s, Lawler and Worley®
argued that organizational management

is entering a third age, replacing “command
and control” and “high engagement” models
with “agile sustainability”, intended to better
adapt to accelerating change and enable

a more balanced focus on social priorities
alongside pure financial imperatives

Figure 1 - Example criteria
used to evaluate
sustainability of
pharmaceutical companies
in Robecosam’s corporate
sustainability assessment
methodology
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and general environmental protection.
This couples the traditional business focus
on operational efficiency with a broader
outlook on culture as a lever to recruit

and retain personnel who can develop into
the next generation of strategic leaders.
Organizations across all sectors of industry
have adopted this approach.

The “sustainability index” model used

in the DJSI uses a combination of general
and industry-specific criteria arranged

in three dimensions.” The criteria used

and their relative importance vary by sector
and may change from year to year.

At the same time, increasing financial
pressures around the cost of healthcare have
grown, to an extent that has been described
by the OECD as unsustainable for many
global economies.® For example, in 2016,
healthcare spending in the U.S. was
equivalent to 17.9% of GDP.’ There are many
reasons for this increasing cost, including
total population growth, increasing average
age, lifestyle factors (poor diet, lack of
exercise) and prevalence of chronic disease,



as well as shifts in the cost of medicines and
wider economics of healthcare.!® The extent
of the increase in costs, and the balance

of causes, varies between regions but

the general trend is widespread globally.

These factors have a profound influence

on the relationship between healthcare
providers and governments, insurers

and other payors, and redefine the concept
of sustainability for the modern healthcare
delivery organization. In parallel, societal
goals around health and well-being are also
shifting from an “absence of pain and incapacity”
to a “positive physical, social and mental
state”!! These factors combine to define

the specific value chain for healthcare service
delivery, adding extra dimensions of
complexity to achieving sustainability.

Cost of healthcare
has grown to
unsustainable
levels in many

countries.

In 2016, U.S.
healthcare
spending was
equivalent to
17.9% of GDP’

Balanced strategic approach
The primary duty for any Chief Executive
is to ensure the sustainability of their
organization through the development
and execution of an appropriate growth
strategy.’? In the healthcare delivery
sector, this takes an organization from
ensuring its financial survival to the
development and growth required to
become a future leading healthcare
provider on a national, regional or global
scale, delivering valuable health benefits
to expanding patient communities.

The nuances of this strategic approach
to deliver sustainability depend on local
market conditions, as each segment has
a unique balance of pressures including
from government regulations, market
constraints on pricing, differences in
funding models (i.e., private vs. public
insurance models of healthcare
resourcing), potential for consolidation
through M&A etc.

In any sector of business, many experts
believe this is best achieved by taking a
“balanced scorecard” approach® to set
priorities for economic success and
profitability alongside goals around the
satisfaction of stakeholder groups (e.g.
particularly patients, and also payers,
employees and investors etc.), building
a resilient, growth-oriented culture,
optimizing operating efficiencies, and
long-term development (e.g., strategic
planning, investment etc.).
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The primary duty for any Chief
Executive is to ensure the
sustainability of their
organization through the
development and execution
of an appropriate growth

strategy
PROCESSES
& OPERATING

EFFICIENCY
GROWTH-
FOCUSED LONG-TERM
CULTURE DEVELOPMENT

ADDING
VALUE ECONOMIC
SUCCESS

Figure 2 - A “balanced scorecard” approach
sets economic success in the context

of other strategic goals, including value,
development and culture

The prioritization of these aspects depends
on the precise situation of the business,
but all must be considered to ensure that
the organization is both strategically

and commercially sustainable.

For healthcare organizations, it is important
that the concepts of economic success
and adding value balances short- and
long-term health benefits for patients
along with cost containment for payers
(e.g. government, insurers etc.).
Similarly, some aspects of long-term
development are linked to progress

in the wider environment around

the development and regulation of new
treatment paradigms.



“We have
achieved a form
of enhanced
involvement of

all the staff”

University Hospital of Padua,
Italy

Culture, growth
and development

Forward-looking culture to support

transformation

To support transformation in other aspects of

its business, a sustainable hospital needs to

build a culture that is resilient to the high

stress levels and emotional burden often seen

in the healthcare environment, and focused

on growth and development.'* '

A development-focused working

environment is one in which:"®

o Staff feel safe in acknowledging
vulnerability, taking responsibility for
mis-steps, rather than expending energy to
preserve their reputation with colleagues

Continuous learning is the norm, driven by the
individual and supported by line managers and
leaders throughout the organization

« The status quo is regularly challenged with
manageable experiments in behaviour and
process, that can be rolled out more widely
if successful or otherwise concluded
without significant impact on patient care

People throughout the organization share a
commitment to helping each other to
improve, by providing continuous,
constructive feedback
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In the healthcare environment, resilience is
widely acknowledged as a vital characteristic
for patients and their loved ones.'¢

Alongside this, fostering a culture of
resilience for healthcare professionals can
help personnel to deal with routine stresses
and acute shocks in their working life, reduce
personnel turnover, and improve their ability
to cope with change.!”'®

In terms of prioritizing areas for
transformation, successfully addressing
cultural change can create an environment
that is more adaptable and in which other
aspects of the hospital’s workflow can be
transformed more easily."

Operating efficiency vs long-term staffing
Pursuing organizational efficiencies to

the exclusion of all other metrics can also

be counter-productive.?»?!

Implemented in isolation, drives to optimize
workflow, shorten cycle times and maximize
active uptime of equipment can be
detrimental to the morale and wellbeing of
staff. As a result, turnover of personnel might
increase, leading to reductions in levels of
experience, commitment and, ultimately,
productivity and quality. Long-term
sustainability while maintaining the highest



Cultural change is often
more difficult to achieve
than procedural change
in an organization.

University Hospital of Padua - Project overview

(N
?6 Activities

quality standards depends on attracting, developing and retaining
skilled staff balanced with operating efficiency. Both during the
process of implementing change and the ongoing use of new
structures and processes, it is vital to maintain a cultural identity
dedicated to patient outcomes and wellbeing, that will sustain the
motivation and enthusiasm of personnel.”

As such, the outsourced resourcing model frequently used in other large
service sector organizations may be of limited value in healthcare.

Creating a growth-focused culture

Even the most technologically-focused piece of change management,
such as replacing one piece of analytical equipment with another,
must also include consideration of cultural aspects, and metrics
around personnel retention and motivation are central to any CEO’s
dashboard to ensure the balanced running of their organization.

Cultural change is often more difficult to achieve than procedural
change in an organization. This is because it is impossible to impose
“top-down” and relies instead on an interlocking network of
communications and interactions to encourage new behaviours and
demonstrate shared values. The importance of hospital leaders cannot
be understated because they set a very visible example that, if
perceived as authentic, will be modelled by staff at all levels.

This is why change requires a wide-ranging plan and a dedicated
project manager,” often strongly leveraging contributions from

both HR and Internal Comms functions.

RHC has consultants representing a wide range of backgrounds
within healthcare provision and can provide this cultural dimension.
Working alongside technical and economic innovation and
knowledge, RHC can also help organizations embed new ways

of working that reduce personnel turnover while increasing staft
satisfaction and mutual trust. This can also improve agility
throughout the business and increase the likelihood of success

of all other change management processes.

Achievements

Workshop to design and align purpose, goals and strategy

Value stream analysis to create a plan for improvement

Rapid improvement event to deliver process optimization

© \

10% reduction in operational costs

100% improvement in ER and Routine lab staff competencies

28:1 return on investment



Optimizing operations

Transforming the diagnostic function
For more than 50 years Roche has been a
leader in in vitro diagnostics Roche
Healthcare Consulting builds on this heritage
of innovative advances to address patient
needs. The consultants combine their deep
technical expertise with the company’s
decades of hospital-based experience with
the goal to help healthcare leaders improve
the efficiency of their operations in the lab or
throughout the hospital care environment.
Consultants at Roche can help hospital
managers to optimize their equipment for in
vitro diagnostics, information management,
standard operating procedures (SOPs) and
logistics. These changes can increase
efficiency, resulting in lower costs and
improved financial performance.

Moreover, in vitro diagnostics (IVDs) in
modern healthcare goes far beyond simply
telling a doctor whether a patient has a
certain disease or not. Today, diagnostics and

related insights are an integral part of
decision-making at every step along the
continuum of a patient’s health or disease.
These insights can enable physicians to make
full use of IVDs to improve the health of
patients and the care environment overall.
IVDs hare the “silent champion” of
healthcare, influencing over 60% of clinical
decision-making, while accounting for only
about 2% of total healthcare spending.?*

By placing an efficient diagnostic function at
the heart of a value network of patient flows
and treatment pathways, such as a single
hospital or wider network of community
care, Roche consultants can help a hospital
unlock greater short-term value for patients.
Further, modern diagnostics can add value
and reduce costs through the patient’s
lifetime by diminishing subsequent health
problems, reducing hospitalization and
avoiding unnecessary treatment.*

Tips to increase effectiveness and sustainability of diagnostic analyses

Direct value of diagnostics Surrounding patient value-chain

Automate sample handling to minimize manual intervention
and reduce scope for quality issues

Review operating processes and scheduling to maximize usage rate

Integrated sample management software to optimize scheduling Review administrative and logistical arrangements to minimize

of assays across analyzer platforms

patient time before/after scan

Improved Laboratory Information Management System reporting Reduce time to optimal personalized treatment, improving health outcomes
to deliver results to physicians more efficiently and in a more usable format and reducing long-term costs (complications, re-admittance etc.)
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“We have managed

to create a sustainable

work environment for

the staff and find time

for research and development
with reduction of manual
work and smoother workload
distribution during the week”

Gdlve Hospital, Sweden

Gaélve Hospital - Project overview

(N a
?Q. Activities Achievements

Goal to create a sustainable work environment for the staff Smoother distribution of workload throughout the week
Rapid improvement event to deliver process optimization 90 minutes per day released by eliminating non-value adding steps
Indeed, the rapid and effective use of the onto a personalized treatment regimenearlier,”*
right diagnostic technique early in a patient’s  avoiding deterioration in a patient’s
diagnostic journey can bring new added condition or avoiding the potential
value for the patient and his or her care. additional complications associated

Some examples here include: getting patients  with delaying the right treatment.

/
11



“By consolidating tests
onto a single automated
platform, we have
reduced night shifts

by 60% and enhanced
staff satisfaction”

Helix Laboratory Chain,

Russia

Helix Laboratory Chain - Project overview

(N -
?Q. Activities Achievements

Lab audit and data analysis to redesign the workflows 60% fewer staff needed on night shifts

Rapid improvement event to deliver process optimization 79% reduction in process steps

Workflow
audit

Value stream
analysis

? Rapid process
o optimization

0 Change

management

@ tcizzzgfl’ination

Transforming wider operational and
business models

Being part of a company that is a leader in
healthcare, Roche Healthcare Consulting can
help hospital executives enhance
sustainability in every aspect of their
operations by providing a range of options
which include: workflow audit, value stream

analysis, rapid process optimization, change

management and cultural transformation, etc.

In addition, Roche consultants can bring in
best practice examples from hospitals around
the world, and work in partnership with
hospital executives to identify and implement
the solution that makes most sense for the
specific local health and cultural needs, and
still set in place a strategic approach or
roadmap that enhances all aspects of an
organization’s sustainability.

10

A smooth and optimal flow, whether of
clinical samples, of information, of finances
or, indeed, of patients is essential for a
sustainable healthcare system. When
designing a new hospital or planning major
changes to existing infrastructure, there is an
opportunity to improve the efficiency of flow
throughout the hospital.

This can be something as simple as putting
functions or departments that are frequently
used together in close proximity. In the same
way that modelling approaches can be used
to optimize the design of a diagnostic
laboratory, a similar process can be used to
minimize transit time between key parts of
the organization, leading to increased
throughput and reduced waiting times.



Rethinking financial arrangements for
sustainability

Roche consultants can help healthcare
executives consider a variety of innovative
financial arrangements to better distribute
the economic risks and rewards between
stakeholders. Several models for Value-Based
Payment have been developed and piloted in
different countries,””* sharing the cost
between payors (e.g. health insurers,
state-funded healthcare) and suppliers (e.g.
pharmaceutical and device manufacturers)
based on the proportion of patients who

achieve key outcome targets.

These could be modified to also include the
indirect costs associated with treatment and
monitoring, as discussed above. As such,
while a profitable organization generates
short-term value from its customers, a
sustainable organization must also generate
long-term value for its customers (i.e. not
only for patients but also for payers and for
society overall).

When assessing the value of a health
intervention, or the incremental value
created by changing an aspect of the
healthcare delivery pathway, it is important
to use a methodology that captures all facets
of the costs and benefits. Healthcare
executives can use this information to adapt
patient flows and economic models to
optimize performance across the entire care
pathway, and also to play an active role in
wider debates around value and
reimbursement for new treatments and
approaches to healthcare delivery.

There is also both the potential and the desire
to drive down costs or unlock additional
value at the hospital level as a result of
disruptive innovation. A 2017 survey
published in NEJM Catalyst* highlighted the
opportunity for disruptive innovation at the
hospital level; and when willingness to pay
was also considered, IT solutions
encompassing Electronic Health Records and
clinical decision support were also identified
as a lever for transformation.

Tips to increase efficiency of hospital logistics and operations

Reducing costs

Unlocking value

Explore value-based pricing arrangements to reduce direct and indirect
spending when patients do not achieve desired outcomes

Better integration with out-patient and external healthcare to reduce
re-admission and minimize indirect costs around admission
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Deep analysis of electronic health records
to identify likely responders to treatment

Accelerated diagnosis leading to optimal treatment
and prevention of long-term complications

Roche consultants

can help healthcare
executives consider

a variety of innovative
financial arrangements
to better distribute

the economic risks
and rewards between
stakeholders.



Commercial sustainability

Reimbursement and indirect costs

One area where hospitals face increasing
pressure is offering innovative treatments

to contribute to a healthy population while
remaining economically viable. With the new
generation of drug-device hybrid products,
the price is high but so are the indirect costs,
such as the use of an operating theatre

for fitting. In this scenario, the reimbursement
determined at a national level might cover
the price of the device itself, but not fully
cover the additional costs to the hospital
surrounding the procedure, such as use of
the operating theatre, staffing costs and
general in-patient overheads. This can result
in a scenario where using the latest technology
to deliver greater value to the patient
increases costs by more than the current
reimbursement system can accommodate.
One example is the reimbursement of
innovative trans-catheter heart valves
treatments in Italy, where reimbursement

of the entire procedure is between €17,000
and €24,000, of which the price of the valve
itself can be as much as €18,000.

In an environment such as the U.S., this cost
is transferred to a health insurance provider,
or directly to the patient as out-of-pocket
charges. So, the challenge is no longer borne
by the hospital, but instead becomes a wider
societal issue.

12

Whether for a hospital, an insurer or society
in general, this disconnect between the price
of an intervention and how its value to the
patient is realized is at the heart of the
challenge facing healthcare. As yet, varying
political climates in different parts of the
world are leading to different approaches,
but no solution has yet proven successful.
What is clear is that the triple trend around
healthcare is unsustainable: a global
population that is ageing while still growing;
increasing expectations around health

and treatment; and continuing pressure

on pharma companies to maximize their
return for investors.> In simpler terms:
more people are demanding more treatments,
often using more expensive treatments.
Pharmaceutical companies, who develop
these treatments, are simultaneously under
customer pressure to provide them at a lower
price and under investor pressure to deliver
a return on investment that matches levels
seen decades ago. Again, these demands

are directly in conflict.*?

No single stakeholder could hope to solve
this conundrum, but it is the duty of every
hospital executive to do what they can to
increase operating efficiency throughout
their organization, to enable sustainability
gains to be made in other aspects of the
organization.



Awareness
Diagnosis
Persistence

Unlocking new value for patients

It is also imperative to be part of a wider
socio-political discussion about the value

of healthcare, and explore new ways to add
value in a sustainable, cost-effective way.

For example, use of cutting-edge technology,
“big data” and analytics can go some way

to addressing this trend.

Coupled with the exponential increase in
availability of data around healthcare
interventions, costs and outcomes, expert
software systems could use detailed
diagnostic data to predict the treatment that
a specific patient is most likely to respond
to.** This could result in more cost-effective
use of healthcare delivery resources, with
better long-term outcomes and lower
long-term costs.

For a hospital that is effectively in a business-

to-business environment (B2B), it is
important to shift to a model that more
explicitly recognizes the value to patients,
who are the ultimate customers for the
services offered.

This may involve working with payers to
clarify and transform the value chain
throughout the patient’s journey* to
minimize costs/inefficiencies and enhance
value at each step:

As part of these conversations, it is
important to also shift the focus from the
value/cost of episodic care to include
consideration of value to the patient across
their lifetime, whether in terms of Quality-
Adjusted Life Years (QALYs) or another
appropriate health economic measure.*

Emphasis on public education and awareness to encourage earlier presentation

Efficient diagnosis can enable earlier diagnosis & treatment

Personalized therapy based on detailed diagnostic information can ensure use of optimal treatment

Patient support programs can encourage persistence on treatment

Closing the loop with after-care and monitoring outcomes can demonstrate clinical success and minimize re-admittance

Figure 3 - Altering the
business model can add
value for patients at all
stages of their treatment
pathway.
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Conclusion

While the sustainability of healthcare is a societal issue,
there is much that can be done at an organizational level to
improve sustainability, patient care and return on investment,
and much that can be done by working in partnership across
healthcare organizations, and more widely with political

and technical stakeholders to achieve a shared vision of

a better tomorrow.

Whether examining potential efficiency gains stemming from

the diagnostic function, or how enhanced diagnostics can unlock
greater value for patients and reimbursement bodies, concrete actions
can transform the operation of the diagnostic laboratory and

its integration with the wider healthcare organization. With a broader
scope, the right changes to hospital operating process and business
models can also enhance economic sustainability.

At the same time, it is vital that these changes are implemented

with deep consideration of maintaining the highest quality standards
for patient care. In addition, to make any change in organization

or process sustainable, it must be supported by reinforcing

the culture to welcome, develop, support and retain personnel

who are committed to agile working, transparent communication
and continuous professional development, to remain at the forefront
of their field and make the most valuable contribution, and lead

the change together across the organization.

Combining its leadership in IVD, pharmaceuticals and the hospital
environment with expertise in optimizing wider patient flow, health
outcomes and business models, the team at Roche Healthcare
Consulting offer a wealth of practical experience and can work in
partnership with hospital executives to conceive practical solutions.
These are based on best practices shared by healthcare organizations
around the world, and customized to specific needs of each client,
and implemented thoroughly, with wide-reaching cultural, financial
and organizational elements to ensure success. In this way,

Roche Healthcare Consulting provides a uniquely balanced service
that uses all these levers to enhance both the economic and

the cultural sustainability of any diagnostic laboratory or hospital.

Roche)
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