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Cardinal Health helps healthcare
providers focus on patient care
while reducing costs, enhancing
efficiency and improving quality.

21st $101B 34K+

on Fortune 500 in FY13 annual employees
revenue across the globe
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Did you know?

I

We deliver to
more than

60K

healthcare sites in the
U.S. each day.

We dispense
nearly

12M

radiopharmaceutical
doses annually.

soviRLaiRanty

86%

of hospitals
in the U.S.
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We are the business behind healthcare

Patient

Cardinal Health
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Operational Excellence timeline: 2004- 2012

Concept to reality

*Pre-launch - 2004 +January — accelerate | .shift to “Value « Enterprise capability | *$1.0B achieved
*Process improvement |sJune —169 BB, Creation” +Perfect processes « $1.5B working
*Quality and Operations 29670068’ 209 KL, * Supply chain lean | .aiye stream t t
+Sizing the opportunity éh'ft SPONSOrs, *Talent Review and | alignment -Lean Leader
-Evaluating the o iream” requirements “ACFC / ACFS SUS
bility alue Stream Too Gun . .

capa .Pharma Lean p «+95 promotions «> 5,000 projects
Drive cost out . «June - 209 BB, . i .

Innovation awards 1,037 GBIKL 1,025 improvement >100 customer

projects engagements

2004 2005 2006 2007 2008 2009 2010 2011 2012

*May 2005, full «Top Gun «Top Gun « Lean Road_ Maps
Operational deployment launch Medical lean «ACFEC trials - full enterprise

12 Site . «MBB promotions  Extend the V.S.

A t *MBB promotions p .

Ssessments -June - 160 BB (net of| *June:- +65 promotions | * MBB Internal
+June, sponsor, 55 “PTS), 835 GB/ KL «Full value stream view cant_ﬂdates
BB, Kaizen ! : « Shingo Assessor
«Lean office 9 -
*December summit “HVN Sponsor workshops with HVN
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Why develop Lean Leaders
What is a Lean Leader

How are Lean Leaders selected

How are Lean Leaders developed
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Why develop Lean Leaders

40% quality 40% lead 35%
Eon and safety time productivity
group improvement reduction increase

#1 in peer

Lean transformations REQUIRE internal lean
leaders to drive and sustain benefits
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Why develop Lean Leaders

29%  _37%

Reduction in overall patient costs
Fewer emergency room visits

Medication reconciliation errors
Reduction of lab test turnaround time

o Reduction of unnecessary hiopsy
o call back rate

Reduction of inpatient harm rates
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What is a Lean Leader

CardinalHealth
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What is a Lean Leader

1. Able to capture the 12. Good grasp of lean
“big” picture and current  CONCepts providing context
2.Cancreateaclear  gppg to lead and develop others

vision for 11. Develops others

organization
including customer
image

rian Strafegic
Plarning ADIST

How Do We Closo the Gag?

10. Realizes good
results

NO Dogs the SIOP

support cbjeciives?

3. Able to identify gaps 9. Able to maintain

energy, focus and

i
i

i

|

|

|

H

|

H

|

H

|

|

|

|

|

|

|

| Leadership
[ Standard
H Work

[ Value Stream ot ] . drivein self and
I_ . others
4. Understands - . [_auany ] E
initial direction and Schedule H Frocess H womt |' FD_"“N o |
riority settin Baiancing & “Smai Lot Producton Gemba !
(pQ v (3:’) 9 L Vs ! 8 Executes
Y Suerier i implementation plans

1| Execution

5. Introduces simple . .
measurements and 6. Develops low 7. Communicates simple,

target setting cost solutions concise and visual ideas
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How are Lean Leade
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How are Lean Leaders selected

» A good candidate for lean leader development will enter
the program with some experience centered on:
— Atargeted number of years
* In the workforce
« In “operations” (your gemba)
* In a continuous improvement role
» Supervised others
— Atargeted variety of:
» Product lines / unigue value streams supported
* Functional areas

— And the right people skills to be able to manage by influence
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How are Lean Leaders selected

* Drives the
process

« Qualified
* Wants to learn

Candidate | Program

Owner

.

N

Candidate
Sponsor

» Nominates » Tiesto a
candidate career path
* Mentors * Recognized
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How are Lean Leaders developed
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How are Lean Leaders developed

Personal
Coaching

Knowledge

Leadership
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How are Lean Leaders developed

Through a combination of:

Xperientia
workshops

Developed
learning Lean
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How are Lean Leaders developed

Experiences

Leader'
capabilities

Knowledge

19 CardinalHealth
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How are Lean Leaders developed

Feb Mar Apr May June Jul Aug
Key Internal Close of Rasion A‘:
Cardinal Dates Fiscal Year MBO's
LEIPartners GembaWak
Targeted Learning Kickoff WS Mapping #1"5Lean
Workshop Piinciples”
CoachVisic Coachisit | CoachVisi
Value Steam Project Froject  1-Indwidial Small Soope
Thinking [Coaching) | Identification Project 82 - Individual, Small: Experiential
Partner
Collaboration ! Black Bek HUN Summa
" mesting —
Opponunities
Learring to
Managingto | Ssear Kaizen
[ il o, S Express
ee
Sept Oat Now Dec Jan Feb Mar Apr
Key Internal
Cardinal Dates
oo tiak GembaWak Gemba Wk
TargetedLeaming | - ' *%% ¥3'05AWS" #4 "Best
o PeerReview Practics” Site
et Fovien
Comecti 1 o vis CoachVisit CoschVis CoachVisi
Reflection
Value Sueam
Thinking (Coaching)
Fiojeot#3- Team; Linkedto VB0 |
| Project #4 - Enterprise.
Partner
Collaboration! . She Vst : (B | EockBe
Opportunities 9
20 we | e Lesn
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How are Lean Leaders developed

il ritial Review

4 @ MisTerm Review

s Final Review
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Early in the program...

How am | going to do these

How am | going to apply this lean projects along with my

manufacturing stuff to a
services business?

When is my coach
coming? | have to
update my A3!

| have to read how
many books?

22 CardinalHealth
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Midway through the program...

» | can apply Lean concepts and tools to
improve my job...Can’'t wait to get back to
work!

* My fellow Lean Leaders are facing similar
problems...l can learn from them!

¢ My Lean Coach is very helpful guiding me
through problem solving...l want to provide
this same coaching to my team!

* Lean Thinking makes perfect sense...\Why
do not all organizations develop their
employees in this discipline?

23 CardinalHealth
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Lean integrated into my daily work

Plan Achievement Strategic Planning Service Development

| [ =T - b
= =
| = i

IS

& "”("J'*/

Problem Solving!
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How will the program be sustained

* Akey objective of this program is to ultimately become
self-sufficient

— Develop pool of internal coaches

— Develop the lean leaders to coach and mentor future
waves

— Document the standard work associated with the
program

— Engage the organization through structured talent
review

© Copyright 2012, Cardinal Health. All rights reserved. CARDINAL HEALTH, the Cardinal Health LOGO and ESSENTIAL TO CARE
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CardinalHealth
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Thank you!

CardinalHealth
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Essential facts

Leading provider of products and services across the healthcare
sector with an extensive footprint across multiple channels.

60,000 86%

sites of hospitals in

delivered to the U.S. use our
dail ‘ products and
y services

#21 \/ $108B

on Fortune FY12 pro
500 list forma
revenue*

30,000

plus employees
with direct

operations in 10

countries

*An estimate of the pro forma revenue for fiscal 2012 in accordance with generally accepted accounting principles

with adjustments expected to reflect each company as a stand-alone entity. The estimate is based on assumptions

that management currently believes are reasonable, but actual revenue may vary materially from the estimate.
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Essential purpose

We are more than 30,000 people applying our

deep understanding of healthcare to deliver inventive
and meaningful solutions that help improve the
cost-effectiveness and quality of healthcare so our
customers can focus on patients.
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Essential role

Extensive offering of products and services

Our products and services make an impact in the
healthcare segments we serve:

Medical

30 CardinalHealth
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Case for change

¢ Product availability issues
Voice of the .
Customer .

Inconsistent and variation in performance
Increasing compliance requirements
¢ Low loyalty / high churn

* Large network

. 1 i
Voice of the Buy and hold model - FFS! model, putting pressure on cost

Business * Lots of capital tied up in inventory

¢ Rising transportation costs
¢ Lead time variability / supply chain responsiveness

. «  Frustration with current processes
Voice of the P

¢ Insular ©> end-to-end focus
Employee

« Information silos = information sharing
¢ Unclear roles and responsibilities
¢ Not empowered

1 Fee-for-service
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Operational Excellence timeline: 2004- 2012

Concept to reality

<Pre-launch - 2004
Process improvement

~Quality and Operations

eJanuary — accelerate
-June —169 BB,

297 GB, 209 KL,
1,600 sponsors,

Shift to “Value
Creation”

o Supply chain lean

 Enterprise capability
Perfect processes
Value stream

+$1.0B achieved

> $1.5B working
capital achieved

*Sizing the opportunity Shift Talent Review and |alignment sLean Leader
*Evaluating the >N to N requirements LACFC /| ACFS .170+ promotions
capabilit Value Stream . Top Gun : -
p Y P +95 promotions » > 5,000 projects
Drive cost out [Pharma Lean (June- 209BB, L3 025 t [+ >100 customer
sInnovation awards |1 937 GB/KL ,Uzo improvemen

projects engagements

2004 2005 2006 2007

2008 2009 2010 2011 2012

*May 2005, full +Top Gun «Top Gun * Lean Road Maps
Operational deployment launch Medical lean *ACFC trials - full enterprise
12 Site ) «MBB promotions «Extend the V.S.
A " *MBB promotions P
ssessments .June - 160 BB (net of| *June:- +65 promotions | * MBB Internal
+June, Sponsor, 55 “PTS), 835 GB/ KL | *Full value stream view candidates
BB, Kaizen ' «Lean office « Shingo Assessor
. i workshops with HVN
December summit| “HVN Sponsor vorksh p with
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Pharmaceutical Employee Engagement

m Employee engagement ~ ®m Manager effectiveness

90 >20% increase in VOE Scores

77 76
73 i

72
0, 67 69 68
58 61

FY08 FY09 FY10 FY11 FY13 FY14
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Medical Employee Engagement

m Employee engagement  m Manager effectiveness

10% increase in VOE Scores

by Zd by Zmd 76
ro o b
RR I 70
I ob 0o
T

FY08 FY09 FY10 FY11 FY13 FY14
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Safety (Total Recordable Incident Rate)

R, - 55% reduction in TRIR Med - 20% reduction in TRIR

6.79
5.63 5.79 5.82

5.21

FY09 FY10 FY11 FY12 FY13
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Shipping accuracy (DPMs)

FYO07 FY08 FY09 FY10 FY11 FY12 FY13
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Productivity (Lines / Hour)

39.20

36.88
34.69 35.90

FY10 FY11 FY12 FY13
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Essential to customers

We are proud to be recognized for our continued commitment to improving
the efficiency of our supply chain across both segments. #1 ranking in 2011,
2012 & 2013 — first repeat winner in 2012 and the trend continued into 2013.

~~  Thank you for
making us #1.

We couldn’t have done it without you.

Gartner Research ranks Cardinal Health #1 among
Healthcare Supply Chain Top 25 for 2012.

Read more >

“Cardinal Health took the No. 1 spot in the Healthcare Supply Chain Top 25
for the third year in a row ... Cardinal uniquely brings together, under one
ownership structure, an expanding global presence and increasing vertical
integration in the form of a manufacturer, medical surgical distributor,
international sourcing company, pharmaceutical wholesaler and retail
pharmacy along with a myriad of other services

Gartner Healthcare Supply Chain Top 25 Report
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Benefit History

Total Type 1 & Type 2 Accumulated

Benefit

$1,600,000,000

$1,400,000,000
, $1,200,000,000 /
% $1,000,000,000
£ $800,000,000
E $600,000,000 /
< $400,000,000

$200,000,000 /
$0 -
2006 2007 2008 2009 2010 2011 2012 2013 ytd - 2014
Deployment Year
== Total Benefit =®=Type 1 (P&L)
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Operational Excellence timeline: 2004- 2012

Concept to reality

*Pre-launch - 2004
Process improvement
-Quality and Operations
*Sizing the opportunity
*Evaluating the
capability

sDrive cost out

eJanuary — accelerate
-June —169 BB,

297 GB, 209 KL,
1,600 sponsors,
*Shift to

“Value Stream”
ePharma Lean
Innovation awards

2004 2005 2006 2007

«Shift to “Value
Creation”

« Supply chain lean
*Talent Review and
requirements

«Top Gun

«June - 209 BB,
1,037 GB/KL

2008 2009 2010 2011 2012

« Enterprise capability
Perfect processes

*Value stream
alignment

*ACFC / ACFS
«+95 promotions

1,025 improvement
projects

«$1.0B achieved
« $1.5B working
capital achieved
sLean Leader
«170+ promotions
« > 5,000 projects
«>100 customer
engagements

*May 2005, full +Top Gun «Top Gun * Lean Road Maps
Operational deployment launch Medical lean *ACFC trials - full enterprise

12 Site ) «MBB promotions « Extend the V.S.

A " *MBB promotions P
ssessments .June - 160 BB (net of| *June:- +65 promotions | * MBB Internal

+June, Sponsor, 55 “PTS), 835 GB/ KL | *Full value stream view candidates

BB, Kaizen ' ) « Shingo Assessor

December summit| Lean office workshops with HVN
ecembersu *HVN Sponsor o p o
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Strategy - Stepping up

FIVE BOLD STEPS

Change
Program
Leadershi

Internal
Value
Delivery

Brand &
Influence

-

Consult

[Development ® viIsion,

Extend our

Operational Excellence'
capability internally-and

externally to create / support
a competitive advantage

&, Value Stream Alignment
4. K t Pan-Asian d
3CAH Operating System / Process Alignment

Extend Lean Leader / Scale
Leverage Academy for Excellence in Healthcare

@ BoLD STEPS

Safer, Productive,
Effective and
Efficient
Healthcare

2.

4

@ VALUES Lean Enterprise, Data Driven, Inventive, Collaborative, Challenging
Combine Tools / Behaviors / Value Chains / Support Systems

cﬂﬂqéhlc&

-Role / assignment
minimization and

41
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Strategy - Stepping up

FIVE BOLD STEPS

Change
Program
Leadershi

Internal
Value
Delivery

Brand &
Influence

@d&

Consult

visioa,

Extend our
Operational Excellence'
capability internally-and

externally to create / support
a competitive advantage

Development

Capability

Safer, Productive,
Effective and
Efficient
Healthcare

@ VALUES Lean Enterprise, Data Driven, Inventive, Collaborative, Challenging
Combine Tools / Behaviors / Value Chains / Support Systems

CHAQENG_&

-Role / assignment
minimization and
conflict

RProject vs Strategic
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Extend Lean Leader / Scale

* The problem

— 9years, >300 staff moved to new leadership roles....however..

Director and above — 1300 global staff
Inconsistent “BEHAVIORS”
Thinking “tools” NOT “system”

e Assessment

— Current exposure to “LRTS” and kaizen sponsorship is not
achieving our desired future state

43 CardinalHealth
© Copyright 2012, Cardinal Health. All rights reserved. CARDINAL HEALTH, the Cardinal Health LOGO and ESSENTIAL TO CARE Exsentialto cove”
gistered trademarks of Cardinal Health. All other marks are the property of their respective owners. ssentialto care

Our Experiment — “Lean Leader”

Cardinal Health / LEI partnership — 3" year

18 month, gemba based, with direct coaching

Objective

— Embed a consistent understanding of
“LEAN MANAGEMENT/ LEAN ENTERPRISE”

— Change thinking and daily behavior

Results — Come to our breakout........
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