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[. INTRODUCTION

OHSU will partner to make Oregon a national leader in health
and science innovation for the purpose of improving the health

and well-being of all Oregonians.

Planning strategically for OHSU excellence

Why do we plan? We plan because we wish to maximize our ability to contribute
to the health and well-being of Oregonians.

We plan because it is the responsible approach to leading an academic health
center. We plan because we are a large and complex organization that requires
careful and consistent management.

We plan because our growth has been very rapid in the past two decades; now is
the time to take stock of this growth and to ensure our sustainability.

We plan because we aspire to sustainable excellence.

Strategic planning provides us with a roadmap to our future - it helps us “get
there from here” by outlining a vision, goals, strategies and tactics. A good
strategic plan will provide a shared framework for decision making at all levels
of our great institution.

In the end, the measure of our plan’s success will be an enhanced ability to
achieve our vision of being a national leader in health and science innovation to
improve the health and well-being of Oregonians. Quality and results, not profit,
are the primary indicators of our success. However, financial sustainability and
stability are crucial to maintaining our public mission of health care, research,
education and service.

A transparent and inclusive process

Our strategic planning process is broad-based and participatory - across the
institution and the state. We have sought input from hundreds of individuals
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and organizations. We believe that transparency is crucial to OHSU’s success
and to our planning process.

Change can’t happen if we see things just one way. That’s why diversity is
important to who we are. Diversity is integral to achieving Vision 2020 and is a
guiding principle of our planning process.

We asked for help in identifying our strengths and weakness, along with our
opportunities and threats (our “SWOT” analysis). From this foundation, we
articulated a vision for OHSU in the year 2020 - what do we want to be at that
point? How can we best be organized to serve? What values will we represent?

We then developed a draft five-year plan, including five-year goals, strategies
and tactics to help us take our first steps toward Vision 2020.

A dynamic strategic plan

We have not created a leather-bound, encyclopedic document intended only to
gather dust on our bookshelves. Our plan lays out five-year goals, strategies to
attain our goals and measurable tactics for implementation.

But we understand that the only constant is change. Over the next five years, we
will inevitably change internally as we adopt elements of the plan, and we will
change due to external forces too. The combination of internal and external forces
will present new opportunities and unforeseen challenges.

We will evaluate our progress and listen to our employees, students, patients,
friends and critics as we move forward. To be strategic, our plan must be
evolving and dynamic.

Defining the elements of the plan

Below we summarize the elements of the planning process and the five-year
plan. Following this summary, we present the environmental scan and SWOT
analysis that served to guide our strategic thinking, and the outline of our
strategies and tactics.

1. The OHSU Mission statement: our starting point

A mission statement tells why an organization exists. The OHSU mission
statement is a consensus statement and existed prior to the creation of our
current strategic plan. The mission statement guides all strategic planning.
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As part of its multifaceted public mission, OHSU strives for excellence in
education, research and scholarship, clinical practice and community service.
Through its dynamic interdisciplinary environment, OHSU stimulates the
spirit of inquiry, initiative and cooperation among students, faculty and staff.

Setting the example for integrity, compassion and leadership, OHSU strives to:

Educate tomorrow’s health professionals, scientists, engineers and
managers in top-tier programs that prepare them for a lifetime of learning,
leadership and contribution.

Explore new basic, clinical and applied research frontiers in health and
biomedical sciences, environmental and biomedical engineering, and
information sciences, and translate these discoveries, whenever possible,
into applications in the health and commercial sectors.

Develop excellence in health care, emphasizing the creation and
implementation of new knowledge and cutting-edge technologies.

Lead and advocate for programs that improve health for all Oregonians,
and extend OHSU’s education, research and health care missions through
community service, partnerships and outreach.

(OHSU Mission Statement, 2005)

2. Our Vision: shaping the future

A vision statement presents the organization’s ideal for the future - a picture of
what it aspires to achieve in fulfilling its mission. OHSU also has an existing
institutional vision statement:

OHSU is dedicated to improving the health and quality of life for all
Oregonians through excellence, innovation and leadership in health care,
education and research. (OHSU Vision Statement, 2000)

When we started planning in 2006, we built on and built out this institutional
OHSU vision statement to articulate what we termed Vision 2020 of our current
strategic plan. We aimed for greater specificity in Vision 2020:

OHSU will partner to make Oregon a national leader in health and science
innovation for the purpose of improving the health and well-being of all
Oregonians.

We will . ..

Be a leader in applying health and engineering science to solve the
world’s major health problems.
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Leverage our multiple institutes, centers, schools, departments and
individual excellence to generate unique, interdisciplinary solutions to
major health issues worldwide.

Attract and keep the best health and science faculty, and foster greater
faculty diversity.

Develop a new model for health and science education through
interdisciplinary and trans-professional collaboration across schools,
innovative technology, and academic and community partnership.

Facilitate solutions to Oregon’s health care workforce needs.

Develop and promote health care delivery models that are innovative in
their pursuit of quality, efficiency, transparency and sustainability, and
that improve quality of life for patients.

Advocate for financing and delivery systems that provide fair and
equitable health care access for all Oregonians.

Build innovative partnerships to apply within Oregon and nationally the
knowledge and discovery of an academic health center.

Attract financial resources from public, private and philanthropic sources
required to sustain and adequately fund our missions.

3. The Five-Year Strategic Goals: mapping the future

Vision 2020 describes where we want to be in the year 2020. Our five-year goals
identify the steps needed to put us firmly on the path toward Vision 2020. By
accomplishing these goals, we will know that we are on track to reach our vision.
Following are OHSU's five-year strategic goals:

1.
2.

Be a great organization, diverse in people and ideas.

Develop a faculty that will collaborate to drive excellence and innovation
across OHSU.

Join others in developing policy and care delivery solutions that improve
access to high-quality health care for all, especially Oregonians.

Help meet Oregon’s workforce needs in the health and science professions
through innovative strategies.

Align OHSU enterprises to support sustainable innovation.

Build financial wherewithal for the long-term advancement of all of our
missions.
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4. The Environmental Scan: articulating the context

Great organizations confront the brutal facts. To this end, we retained the
consulting firm Kurt Salmon Associates to conduct an environmental scan that
addresses the local, regional and national factors affecting OHSU and our ability
to carry out our missions. We also looked internally to develop an honest analysis
of our strengths, weakness, opportunities and threats (SWOT analysis). This
analysis of the environment was critical in developing our strategies and tactics.

5. & 6. Our Strategies and Tactics: defining the actions

Each of our six goals has strategies and tactics for implementation. Most
strategies are multiyear activities that guide us in reaching our goals. Tactics are
actions that are generally shorter-term and have identifiable resources
specifically allocated to their accomplishment. A few of the tactics have been
completed, many are in progress, and some are yet to be implemented. Vision
2020 incorporates the plans of all mission areas into a single OHSU strategic
plan. Its goals transcend the boundaries of specific units and missions. Some of

our tactics are specific to schools or units, and some support strategies impacting
all areas of OHSU.
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II. OHSU Environmental Assessment

Background

OHSU has grown all its missions in a relatively short time. Different growth rates
suggest constant vigilance is needed to maintain balance.

Providing educational Serving a growing Attracting
opportunities patient population research funding
Students at OHSU, 1985-2005 Patients at OHSU, 1985-2005 Award dollars, 1985-2005
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growth rate = 3.7% growth rate = 5% growth rate = 14.6%

National Recognition - Healing

* Only hospital in Oregon to have services listed in U.S. News & World
Report’s list of “ America’s Best Hospitals 2007.”

* Ina2006-2007 survey of more than 2,000 Oregonians by the National
Research Corporation, OHSU received the highest rating in the state in all
four survey categories: best image/reputation, best overall quality, best
doctors and best nurses.

National Recognition - Teaching
* School of Medicine ranked third in U.S. News & World Report’s 2007
ranking in primary care.
* School of Nursing ranked seventh in U.S. News & World Report among 350
programs in 2007.

* School of Dentistry students consistently rank in top 20 percent of
National Dental Board Exams.

* School of Science & Engineering tied for 40th in U.S. News & World Report
2005 rankings for environmental /environmental-health engineering
schools - only Pacific Northwest engineering school to rank in category.

* The College of Pharmacy has ranked 12t in the nation for first-time pass

rates on the North American Pharmacist Licensure Examination for the
past five years.
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Market Demographics — Trends
Similar to the rest of the United States, Oregon’s population is aging, which will
drive higher utilization of health services.

2006-2011 Oregon Population Growth Rates

and Current Discharge Rate Demographic note:
Overall PSA
population will grow at
1.4% CAGR,*
compared with 0.9%

for the rest of Oregon.

PSA median HH
income is ~$57,000
compared to ~$40,000
for the rest of Ore.

Per 1,000

Source: Solucient, The
MarketPlanner, State
of Ore. & Clark
County, Wash.,
Population Estimates,
2006-2011

Discharge Use -rate

*CAGR = Compound
Annual Growth Rate

Age Cohorts

Market Utilization — Current & Growth
Driven by aging, utilization of services such as cardiac, oncology and
orthopedics will grow fastest .

Compound Annual

2006 Discharges Growth Rate (2006
. . 2011)
Service Line Pri Bri

rimary Other rimary Other

Service Oreqon Service Oreqon
Area 9 Area 9
Cardiac surgery 2,033 3,384 3.9% 2.4%
Cardiology 16,912 21,624 3.1% 2.1%
Oncology 3,671 4,139 3.1% 2.3%
Orthopedics 10,869 15,511 3.0% 2.2%
Gl/Digestive 12,798 16,420 2.8% 1.9%
Neurology 5,913 7,027 2.6% 1.9%
Neurosurgery 1,934 2,091 2.2% 1.8%
Spine 5,675 7,509 2.6% 1.7%
Other adult 57,013 68,027 2.4% 1.8%
Pediatrics 16,437 15,800 0.8% 0.5%
Women’s 34,292 34,140 0.3% 1.0%

11
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OHSU’s Clinical Competition

OHSU'’s Primary Service Area is intensely competitive, with a very strong
“system” presence.

Hospitals by system:

OHSU
Providence
» St. Vincent
e Portland
¢ Milwaukie
Legacy
Emanuel
¢  Good Samaritan
e Meridian Park
¢ Mount Hood
e Salmon Creek
Kaiser Sunnyside
Other Primary Service Area hospitals
e Adventist
+ Physicians’
+  SW Washington
* Tuality
e Willamette Falls

Competitors continue to invest in capacity:

Providence St. Vincent opened 72 new beds in October 2006.
* Includes cardiac, neurosciences and med/surg
e $42 million
e 72,000 square feet
Providence Portland is constructing a 12-story building, scheduled to open in 2008.
* Expanded cancer center
* Surgical services suite
* 94 patient rooms

Providence Newberg Hospital opened in 2006.
* Licensed for 40 beds

Kaiser will build a new 138-bed hospital near Hillsboro.
* Serves 75,000 health plan members

Legacy Salmon Creek Hospital opened in 2005.
* 161 beds

Southwest Washington Hospital expansion to open in December 2006.
* 82 beds
e $146 million

12
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OHSU is a market leader, or strong competitor in pediatrics, neurosurgery and
oncology, both in the Primary Service Area and from outside.

Markets share note: OHSU's overall Primary Service Area market share for all
services is 9.5 percent; OHSU’s market share for the rest of Oregon is 4.5 percent.

OHSU has opportunities to capture a higher share of the more complex care, as
would be expected of an academic health center.

Demonstration of Value

Consumer-Driven Issues

Definition of health care consumerism: a grassroots movement driven by the
desires of individual customers.

¢ Manifestations include:

Growth of PPO vs. HMO products

Concierge and VIP care

Provider rating organizations (e.g., Leapfrog Group, HealthGrades)
Provider tiering by insurance companies

Direct-to-consumer advertisement of pharmaceuticals

Medical Savings Accounts, Flexible Spending Accounts

Oregon PricePoint System and Insurance Commission initiatives

Drivers of consumerism:
Aging population
Increasing expense of health care
Cost-shifting by employers, policy-makers
Internet information explosion

* Implications for providers:

Need to differentiate and communicate products and services (cost,
outcomes, service)
New marketing channels, messages

13
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The Research Environment

National Institutes of Health Funding

In 2005, NIH awarded $11.6 billion in extramural funds to U.S. medical schools.
Thirty percent of these awards were concentrated among 10 schools.

The following chart shows NIH awards (in millions) to U.S. medical schools in
FY 2005:

14

OHSU, 169, 1%

Total fund awarded:
$11.6 billion

Next 13 schools, 2,796, 24%

Other Med Schools,
5,201, 46%

U Mich, 265, 2%
U Pitt, 288, 2%
Yale, 298, 3%
UCLS, 304, 3%

U Wash, 309, 3%
Duke, 350, 3%
Wash U, 378, 3%

UCSF, 398, 3% Johns Hopkins, 449, 4%

U Penn, 399, 3%

OHSU departmental NIH awards increased by $89.3 million from FY01-
FY05, driven by new department awards and market share gain in
existing departments.

In FY 2007, OHSU slightly increased its percentage of NIH-sponsored

research from $200 million to more than $201 million, in a time of NIH
budget cuts. Total sponsored projects rose to nearly $307 million, with
almost 66 percent funded by the NIH.

Competition for NIH funding will increase as overall funding flattens (est.
0 percent growth in FY05-07) while grant applications escalate (est. 7
percent growth during FY05-07). However, the Clinical Translational
Science Award and being an integrated academic health center position
OHSU well.
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National Institutes of Health Roadmap for Medical Research

In 2002, NIH consulted extensively with its stakeholders - scientists, health care
providers and the public - to identify and prioritize the most pressing problems
facing medical research today that can be uniquely addressed by the NIH as a
whole. The NIH Roadmap for Medical Research was formulated after those
initial consultations. Three broad themes emerged during the planning of the
Roadmap:

1) New Pathways to Discovery, which invests in emerging and needed areas
of research, such as biological pathways (including metabolism) and
networks, structural biology, molecular libraries and imaging,
nanotechnology, bioinformatics and computational biology.

2) Research Teams of the Future, which supports both individual creativity
and collaborative team efforts by supporting interdisciplinary research,
high-risk research and public-private partnerships.

3) Re-engineering the Clinical Research Enterprise, which strengthens
clinical research by creating a systematic and transformative
infrastructure that nurtures multi- and inter-disciplinary investigators and
research teams, creates innovative research tools and information
technologies, and catalyzes the application of new discoveries and
techniques to clinical practice at the front lines of patient care.

Through these efforts, NIH will boost the resources and technologies needed for
21st century biomedical science.

Clinical
Ente rprise Re-enginaering tha 'ﬁ’;:::':: Buliging Blocks,
Clinical Research and Imaging Blological Pathways
Enterprisa and Natworks
New
- Pathways to
Public-Priva Structursl i
Partnerships Siology Discove ry
BloInformatice and

High-risk Computational Slclogy
Research

Interalsciplinary
Ragaarch Nanomedicine

Research Teams
of the Future

15
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Workforce Shortages

Physician, dentist and pharmacist shortages in Oregon:

* Oregon’s population is growing faster than its number of physicians,
dentists and pharmacists.

* Rural areas less well-served than metropolitan areas.

* Future shortage predicted due to growth and aging of state population
and of health care providers.

* Oregon graduates half of the national average of physicians/capita.

* Prescription drug use is expanding exponentially, fueled by an aging
population, newer more effective medications and the addition of a
prescription drug benefit to Medicare coverage. At the same time, it is
estimated that 30 percent to 50 percent of the pharmacist workforce will
retire in the next 10 years.

Nationwide nursing faculty shortage: 2004 AACN survey showed insufficient
faculty cited at nearly half of nursing schools (47.8%) as the major reason for not
accepting all qualified applicants. Faculty aging and retirement is a major factor
contributing to the shortage. Oregon nursing workforce analysis in 2000
indicated that doubling all nursing educational capacity across the state would
meet half of the need by 2010.

Shortages of scientists and bioengineers in Oregon: The number of science and
engineering doctorate degrees conferred decreased by 12% in Oregon from 1997
to 2003, mirroring a larger trend nationwide. The aging of science and
engineering doctorate holders in the workforce suggests an increase in
retirements over the next 20 years that may outpace the number of new degrees.

16
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OHSU Sources of Revenue

Nearly 90 percent of OHSU revenue currently comes from patient care and gifts,
grants and contracts.

OHSU Consolidated Restricted and Unrestricted Operating Revenue Sources
Fiscal Year 2008 Budget ($000’s)

35% 3.1%
3.0%

$ 813,189 M Patient Care
30.3% $ 428,760 O Gifts, Grants & Contracts
$ 37,877 B Sales & Services
$ 42,018 @ Tuition
$ 49,304 B Other
$ 43,280 @ State Appropriation
$1,414,428

OHSU Financial Considerations

* The flow of funds through OHSU involves complex interdependencies
across missions.

* Broad variation exists in the level and sources of funding captured by
clinical departments.

* Health expenditure per capita growth has outpaced Medicare
reimbursement per enrollee for the past 15 years.

* Annual growth in overall Medicaid spending has experienced an
increasing rate of decline over the past 15 years.

* OHSU has the opportunity to grow research revenue through increased
industry and private awards, and increased collaboration with external
parties.

17
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* Following a doubling of NIH funding from 1999 to 2003, funding is
forecasted to hold constant in 2007 at $28.6 billion. Applying inflation-
adjusted dollars, the flattening represents a decrease in purchasing power
of 11 percent from 2003-2007.

* Industrial R&D support to U.S. universities and colleges in current dollars
reached a high of $2.2 billion in 2001 and has declined every year since to
$2.1 billion in 2004.

* While future increases in state funding cannot be ruled out, they will not
likely represent as great a proportion of revenue as in the past. OHSU’s
state funding is 3.1 percent in FY 08.

* Total resident costs for OHSU first-year medical students are among the
highest of the nation’s public medical schools; non-resident costs are
comparable to average private school costs of $40,000.

* A potentially strong relationship exists between research funding and
clinical areas - roughly 40 percent of awards in FY 2006 involved clinical
research, and when translational research awards are considered, this
percentage becomes much greater.

Oregon Opportunity Funds

e $200 million public investment

- $103 million for Marquam Hill Biomedical Research
Building/renovations

- $12 million for Bronson Creek Building/OGI School of Science &
Engineering renovations

- $10 million for statewide research network

- $75 million for recruitment and research infrastructure

* More than $60 million per year in private donations over past 6 years
through OHSU Foundation

* Ongoing operational costs to support investments
- Facilities
- Researchers
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SWOT Analysis

OHSU Strengths

Oregon’s only health sciences university and academic health center
National recognition in specific clinical, educational and research rankings
Academic reputation within hospital market

Position as a statewide resource in providing health care and education

Clinical enterprise’s historic ability to generate profit to support education
and research missions

Competitive market position
Collegial, entrepreneurial and intellectually diverse faculty

Portland “quality of life” creates attractive environment for recruiting
faculty relative to many other high cost-of-living areas

Strong translational science capability

OHSU Weaknesses

Lack of integration among mission entities - missions are interdependent,
but no established guiding principles to prioritize activity

Funds-flow mechanisms not widely understood

No mechanism exists for prioritizing investment among programs and
departments

Clinical enterprise’s financial capacity to support research and education
is under pressure

Significant deferred maintenance in facilities and information technology
infrastructure

Uncertain impact of potential health care reform

Compared to peer institutions, support from the state is among the lowest
on a per student basis

Minimal endowment levels

Inadequate gender and ethnic diversity among faculty, students and
employees

OHSU Opportunities

Transparency - promotion of value through demonstration of quality

Innovation through development of new health delivery and educational
models

Strengthening of translational and interdisciplinary research
Pursuit of complex cases better suited for an academic health center
Service excellence development within the clinical enterprise

19
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- Integrative, multidisciplinary care

- Community-level customer service
Portfolio analysis to better optimize capital investment and resources
Productivity improvements - unused capacity throughout organization
“Window of opportunity” with leadership change

Build upon the 2007 increase in state funding for health care workforce
initiatives with an enhanced articulation of public mission

Development of performance-based culture and outcomes assessment
Expanding presence from Marquam Hill to South Waterfront campus

Threats to OHSU

20

Increasing future competition
- Non-academic research competition, e.g., community hospitals
- Other Oregon institutions offering professional health education

- Intensifying hospital competition within the Primary Service Area
and regionally

- Extremely competitive and consolidated clinical environment in the
state and region (COM, moved from “OHSU weakness”)

Dependence of governmental funding sources and potential future
declines: NIH, support from the state, Medicare, Medicaid, etc.

Competition for the best physicians/faculty
Health care professional workforce shortages

A lack of mutual support between clinical and research environments may
hamper future integration efforts

Lack of internal OHSU track record of implementing change
Declining affordability of Portland in recruitment context
Historic levels of capital inadequate to meet anticipated needs

Loss of Medicaid payments for Graduate Medical Education, due to
potential withdrawal of federal participation

Substantial additional malpractice insurance expense due to possible loss
of state tort cap
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Five-year strategic goals and strategies

Goal 1: Be a great organization, diverse in people and ideas

STRATEGIES

1.1 Create a campus-wide culture that demands excellence in performance, driven
and supported by transparency and mutual accountability.

1.2 Transform OHSU from an organization that values diversity to one that lives it.

1.3 Recruit, develop and retain the best employees.

1.4 Improve employees' physical and technological environments, and leverage
technological resources.

1.5  Enhance the efficient, sustainable use of energy and resources in OHSU facilities.

1.6 Strengthen internal communications throughout OHSU.

1.7 Enhance and support institution-wide emergency preparedness plan and
infrastructure.

1.8  Develop and implement long-term plans for key support areas linked to OHSU
strategies and goals.

1.9  Inaddition to our role as a health and science knowledge leader, OHSU is a major

employer and, as such, will participate in community improvement efforts that
align with OHSU'’s strategic direction.

Goal 2: Develop and retain a faculty that will collaborate to drive
excellence and innovation across OHSU.

STRATEGIES

2.1  Engage, develop and retain faculty aligned with OHSU strategies and goals.

2.2 Change faculty leadership compensation packages to align incentives as a first
step to alignment of all faculty compensation with OHSU strategies and goals.

2.3 Align the research, clinical and educational enterprises.

21
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Goal 3: Join others in developing policy and care delivery solutions
that improve access to high-quality health care for all, especially
Oregonians.

STRATEGIES

3.1  Develop coordinated OHSU positions on important health policies.
3.2 Collaborate with others to address public health needs.
3.3 Bea national leader in quality patient care, service and transparency.

3.4  Broaden access to services for Oregonians by expanding capacity of clinical
enterprise.

Goal 4: Help meet Oregon’s workforce needs in the health and
science professions through innovative strategies such as
regionalization, academic partnerships, distance learning and
interdisciplinary approaches.

STRATEGIES

4.1  Develop Schnitzer Campus as an academic model of the future of interdisciplinary
health care education.

4.2 Enhance education delivery model.

4.3 Develop and deepen community partnerships to deliver the educational mission.

Goal 5: Align OHSU enterprises to support sustainable innovation.

STRATEGIES

5.1  Pursue integration opportunities to increase quality and efficiency

5.2 Streamline various functions or units to minimize support costs, create
efficiencies and improve customer service.

5.3 Improve service and achieve efficiencies through greater consistency in and ease of
access to policies and practices.

22
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5.5
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Identify infrastructure and culture change needed to improve performance
through multidisciplinary and interdisciplinary collaboration.

Direct investment to strategic programs that advance Vision 2020, build OHSU
strength, focus on opportunity areas, foster collaboration and address the most
compelling needs.

Goal 6: Build financial wherewithal for the long-term advancement
of all of our missions.

STRATEGIES

6.1

6.2
6.3

6.4
6.5

6.6
6.7

6.8
6.9
6.10

6.11

6.12

Develop sustainable five-year business plans for all organizations and business
units.

Stabilize and grow public revenues.

Review Total Rewards programs and restructure certain elements to align with
Vision 2020, five-year strategic plan and five-year financial plan.

Implement other compensation and benefits-related cost-saving opportunities

Increase strategic focus and productivity of all components of the research
enterprise.

Enhance technology commercialization and industry collaborations.

Align scope of educational programs and academic support infrastructure to
match available resources and meet institutional objectives.

Ensure effective economic performance of the clinical enterprise.
Develop space management tools and processes that support strategic goals.

Enhance value of central services through cost control, service excellence and
innovative service delivery.

Optimize distribution of administrative support along central/decentralized
spectrum.

Align Foundation strategic plan with OHSU strategic plan.

23



