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‘%ﬂ Sutter Health

* Not-for-profit
* 50,000 employees

e 5,000 doctors

* 30 hospitals

e 5,000 beds

* 30,000 births per year

* 50 ER / Urgent care centers

* 60 testing labs

* 60 cancer / surgery centers

* S500MM per year on new assets
and renovations

HAWALI D’g‘



the Truth Is out there

1987 From Morris & HoughOs OThe Anat omy
Projects: A study of the reality of Project

Management o

There are hardly any reports showing
underruns . ... in 3500 projects drawn from
all over the world in several different
Industries, [cost] overruns are the norm,

being typically between 40 and 200 per
cent



the Truth Is out there

2002: FromFl yvbemUgader st anding costs in pu
projects: error or |1 e?o0

90% of projects overrun their budgets at
an average rate of 28%



the Truth Is out there

2009: Report of the General Accounting Office of the U.S. Government
on 32 Projects of the Veterans Affairs Healthcare System.

A 18 have experienced cost increases
A 5 of these are in excess of 100%

A 11 have experienced schedule delays
A 4 of these are in excess of 2 years



the Truth Is out there

201 2: P&forinanee Assessment Study of 957 projects
Average project size $65MM

Owner (Ntota=975)
N=310 (31.8%) N=239 (24.5%)
Avg. Cost Growth = -10.2% : Yo . Avg. Cost Growth = 16.2%
Avg. Schedule Growth = 29.1% . . FB Avg.Schedule Growth = 32.0%

Only 30% of projects -
meet/exceed their cost . Nt (& o
and SChedule goals | . Avg. Cost Growth = -0.47%

Project Cost Grow
10%

N=271 (27.8%) N=102 (10.5%)
Avg. Cost Growth =-12.7% _ Avg. Cost Growth =12.3%
Avg. Schedule Growth =-8.2% Project Schecfile Growth Avg. Schedule Growth =-9.8%




Only 30% of projects
meet or exceed
their cost and schedule goals
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So what Is going on at
Sutter Health?

We invented a new
contract !

Well vyes e Dbut



The 5 Principles of the
Sutter Way



Sounds Simple?

Footnote to this Presentation

Never Confuse Simple with Easy



* ota is as much a state of

i ar company.”
-USA TODAY

HE '
COMPANY THAT
_ INVENTED LEAN

_ PRODUCTION

14 MANAGEMENT PRINGIPI.ES

FROM THE WORLD'S GREATEST MANUFACTURER




Create an immersive culture
of respect and continuous improvement
IN everything you do



10 The Toyota Way

turing, marketing, or a development process—is the physical or info
tion of that product, service, or activity into something the custome

Why Companies Often Think They Are
Lean—But Aren’t
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THAT TOYOTA DIDN'T KNOW THEY HAD TILL | WROTE THIS BOOK
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14 MANAGEMENT PRINCIPLES

THAT TOYOTA DIDN'T KNOW THEY HAD TILL | WROTE THIS BODK

5 PROJECT DELIVERY PRIN

THAT SUTTER DI DNOT KNOW THE



The 5 Principles of the
Sutter Way



1. Project Delivery is Simple
2. Understand it Before you Fund it
3. Acknowledge that there be Dragons

4. Companies Follow the Money
People Follow the Culture

5. WYSIATI!!
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Sutter-Menetelman Viisl Periaatetta

Projektin Toimitus On Yksinkertaista
Ymmarra Se Ennen Kuin Rahoitat Sen
On Lohikaarmeita

Yritykset Seuraavat Rahaa

Inmiset Seuraavat Kulttuuria
SMNOKO I



Principle #1
Project Delivery Is Simple



Value Definition Value Capture
l Success !
—

Boundary of
Realization

Diagram of All Projects Everywhere Forever



Unchecked
Dreaming

Pretend this Is
What We wanted

Diagram of Many Projects Many Places Much of the Time
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Pro;ect | Delivering the Right Project
Delivery is
Simple

a
= Delivering the Project Right
o
|

From the paper: 04 Phase Project Delivery &
https:// iglcstorage.blob.core.windows.net/papers/attachment -7acaab56 -7393-4455-b537-66cd6babeel8.pdf



https://iglcstorage.blob.core.windows.net/papers/attachment-7acaa656-7393-4455-b537-66cd6babee18.pdf

Principle #2
Understand the Project
Before
You Fund it



Suddenly, a heated
exchange took place
between the king and

the moat contractor




Value Definition

Understand
Your Project

Success !

Boundary of
Realization

Donot

Value Capture

Footnote to Principle #2

EXxXpect

t



Why Weor e What Success
Doing This Looks Like

A3.1 A3.1

B: Project Goals and Conditions of Satisfaction:
Projects are succassful to the extent they meet Sutter's goals (B1)
Az Project Objective & Constraints: Praject teams are successful to the extent they meet Sutter's conditions of satisfaction (B2)
iable projects hawe to mest an operationsl need. Please state it 25 concisely and clearly as possible
below in sections AL — Ad Bl. Sutter Health's Goals
Thase goals can come from the project objective, from detailed post-project operational goals, or be applicable
N _— ition [WE . - o only during the delivering of the project. They do not nesd to be within the contral of the project team or listed in
Al Project Objective or Value Proposition { are we doing this?) order of importance. if they are listed in order of importance, it should be stated.
To create additional goals, click ampwhere in blank Goal #1, right-click on cross icon in top left, select ‘topy’, then
paste below Goal #1.

Goal #1: Title
Criteria: Click here to enter text.
Constraints:  Click here to enter text.
preference:  Click here to enter text.
A3. Project Scope (What are we doing?) Click here to enter text.

Ad, Project Constraints / Limits [What limits are there on what we can do?) B2. The Project Teant's Conditions of Satisfaction |CpS)
[Text] » Al of these must be within the control of the project team.

#»  Each Goal in B1 that is not within the control of the project team must have a proxy Condition of Satisfaction
that iz within their control listed here in B2.
Each Goal in B1 that is within the control of the project team must also be listed here.
Ay additional Gg5's that will be used to evaluate the success of the project and that are within the control of
the team should also be listed here.

To create additional {o5's, click anywhere in blank Cog #1, right-click on cross icon in top left, select ‘copy’, then

paste below Cos #1.

Cos #1: Title
Criteria: Click here to enter text.
constraints:  Click here to enter text.
preference:  Click here to enter text.
Metric: Click here to enter text.

Owner 0Ss
Goals

Teamos
Conditions of
Satisfaction

Poge 3 oT8
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Executed like this




ldentify &
Know your
dragons




Slay, Befriend,
Minimize



A Word about Contracts and Dragons

Quote from a a contract:
oWe swear on
cost nNo mor e

I s of our famil i1 es

h e e
h an O and take no mor e



Principle #4

Companies Follow the Money,
People Follow the Culture



Principle #4a
Companies Follow the Money



The Stagnation Equation

Performance Is terrible
_|_

Everyone Is making money = Nothing Changes
_|_

Owneaponenot atierdioni n g



INCENTIVIZE SUCCESS: Virtual Company with
Shared Risk/Reward

D

Si ngle Goal: Meet the Owner 0:
Cost of Work X% Share
Guaranteed of Savings
Fixed
Overhead
Guaranteed
v (7]
2% ']
)
& %
S

100% of
Profit at Risk

Condi



The Realization Equation

Performance Is terrible

N .
We might not make any money = E(\;/ﬁg]tglensg
_|_

Owner Is paying attention



Principle #4b
People Follow the Culture



What Is Culture?

o Experiences create Beliefs
o Beliefs drive Actions
Beliefs o Actions produce Results

Experiences




What Is Culture?

| t 0s what happe

youore not th



o O AW N R

Changing the Experience of Being at Work

Safe Spaces

. Team members see each other as individuals not categories

Help & Respect is freely given and received
People can & do say what os on
People respectfully challenge  one another

Passion Iswelcome

Breakdowns in the safety of the space are quickly
acknowledged and corrected

t hei

I



Weekly Risk & Opportunity Review




Weekly Planning




Daily Engagement




Big Rooms
&




Principle #5
WYSIATI !



Principle #5
What You See Is All There Is



TI?/I’NKING,

FAST..SLOW

DANIEL
KAHNEMAN

WINNER OF THE NOBEL PRIZE IN ECONOMICS

Copyrighted Material

A MACHIME FOR JUMPING TO CONCLUSIONS 85

their testimony, reducing the total value of the information they provide.
Eliminating redundancy from your sources of information is always a
good idea.

The principle of independent judgments (and decorrelated errors) has
immediate applications for the conduct of meetings, an activity in which
executives in organizations spend a great deal of their working days. A
simple rule can help: before an issue is discussed, all members of the com-
mittee should be asked to write a very brief summary of their position. This
procedure makes good use of the value of the diversity of knowledge and
opinion in the group. The standard practice of open discussion gives too
much weight to the opinions of those who speak early and assertively, caus-
ing others to line up behind them,

WHAT YOU SEE IS ALL THERE IS5 (WYSIATI

One of my favorite memories of the early years of working with Amosis a
comedy routine he enjoyed performing. In a perfect impersonation of one of
the professors with whom he had studied philosophy as an undergraduate,
Amos would growl in Hebrew marked by a thick German accent: “You
must never forget the Primat of the Is." What exactly his teacher had meant
by that phrase never became clear to me {or to Amos, I believe), but Amos’s
jokes always made a point. He was reminded of the old phrase (and eventu-
ally 1 was too) whenever we encountered the remarkable asymmetry be-
tween the ways our mind treats information that is currently available and
information we do not have.

An essential design feature of the associative machine is that it rep-
resents only activated ideas. Information that is not retrieved (even un-
consciously) from memory might as well not exist. System 1 excels at
constructing the best possible story that incorporates ideas currently acti-
vated, but it does not (cannot) allow for information it does not have.

The measure of success for System 1 is the coherence of the story it man-
ages to create. The amount and quality of the data on which the story is
based are largely irrelevant. When information is scarce, which is a com-
mon occurrence, System 1 operates as a machine for jumping to conclu-
sions. Consider the following: “Will Mindik be a good leader? She is
intelligent and strong . . ” An answer quickly came to your mind, and it was
yes. You picked the best answer based on the very limited information avail-
able, but you jumped the gun. What if the next two adjectives were corrupt
and cruel?

Copyrighted Material




o0 Go to the Work
0 Create Accurate Visuals

0 Use them to Drive Conversations about
Important Things
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