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Background

We all know the economic crisis our nation now faces:

· Stocks have plunged to 12-year lows.
· House values have plummeted. The Federal Housing Finance Agency's House Price Index showed American homes losing an average 3.4% of their market value in the fourth quarter, worse even than the third quarter's record-setting 2% drop. The fourth-quarter losses were the worst in the 18-year history of the government's price survey. 
· Major icons of American industry now face potential extinction: General Motors, Chrysler.
· The subprime mortgage crisis has devastated our banking and financial services industries. 
· The national unemployment rate has risen to 8.1 (update as required) as thousands or workers are being laid off and new jobs are not being created.
· One expert described the current economic situation as an "an economic Pearl Harbor."  
· And former U.S. Federal Reserve Chairman Alan Greenspan recently said the current global recession will "surely be the longest and deepest" since the 1930s.
· The recent economic downturn has taken its toll on our state budget as well. We face a deficit for state government of almost $2 billion in Maryland for the fiscal 2010 state budget, according to economist Daraius Irani, Ph.D., associate vice president in the Division of Economic and Community Outreach at Towson University.
· The United States is in a full-fledged recession and the health care industry is no longer immune to the consequences of this recession. 
· With the shrinking supply of health care dollars and a drop in consumer discretionary health care spending, the current economic recession is already impacting the health care sector in numerous ways. 
· As more and more people are losing their jobs, paying for continued health insurance through COBRA or other benefit plans becomes increasingly difficult. Many of these people will swell the already growing ranks of the uninsured or under-insured. 
· We may experience drop offs in patient volumes and increases in bad debt. Many hospitals believed to be recession-proof are laying off workers. Even pharmaceutical sales have slowed as patients try to stretch out medication regimens or skip filling prescriptions altogether.

STATUS OF JHH

Despite the economic chaos swirling around us, The Johns Hopkins Hospital has managed to avoid many of the financial problems of other industries.
· While the health care industry has been impacted by the recession, it has hit us less hard than many other industries. 
· JHH financial condition points (from Mr. Peterson)
· 
· 
· We are fortunate that even as we face challenging economic times, the great services we provide continue to be in demand. Health care remains one of the few industries where the demand for certain skilled workers outstrips the supply. 
· Between 2004 and 2014, seven of the 10 fastest-growing jobs in the U.S. will be in health care, according to the Bureau of Labor Statistics, a division of the U.S. Department of Labor. Of the top 30 fastest-growing jobs, 17 are health care-related. 
· Our underlying strength is great and will help us weather the current economic storm.
· We are improving access to The Johns Hopkins Hospital, permitting an even greater number of patients the opportunity to benefit from the superior care we provide.
· Our growing volume numbers attest to the success of our improved access.
· We have responded to the growing demand for conveniently located outpatient facilities by developing or expanding these facilities – and services – where the demand is greatest. Without exception, these outpatient centers have been enormously successful.
· Our ongoing efforts to provide a patient experience that is equal to our patient care is paying off – the most recent surveys of patient satisfaction show that we are steadily improving in that important area.
· We are using more refined, focused and targeted marketing communications to more effectively reach and influence our target audiences.

LOOKING FORWARD
These advantages that we now enjoy don’t mean we do not face tough economic challenges and uncertainties. The health care industry, including Johns Hopkins, is not immune to the economic downturn. We will have to make some hard choices in the months ahead if we are to maintain our economic stability and avoid the harsh actions many other organizations have had to undertake.

· Our greatest asset is, and has always been, our employees.  
· I want to assure you all that as we come to grips with the new economic realities confronting us, our first priority will be to protect that asset by avoiding layoffs.
· Our second priority is to hold wages at current rates levels while avoiding any pay cuts.
· We will work to keep healthcare costs affordable to our employees.
· We will keep our pension plan.
· We will try to protect other benefits, but some may need to be curtailed as conditions evolve.

We want to make these changes as equitable and as across the board as we can. We will all have to make some sacrifices. Accordingly, for our non-union employees:

· Executives and top administrative staff will take no raises in FY2010.
· Raises to staff for FY2010 will be tiered with the highest raises going to the employees making the least. (Details will be released during the salary planning process in May/June.)
· Funds available for raises will be less than in recent years - percent still to be determined.
· Raises based on merit will be suspended for FY2010 - raises will be based on current wage level instead.
· Employees performing at the unsatisfactory level will receive no raise regardless of current pay level.
· I know many of you have heard about pension plans collapsing and employers reducing their matching programs. Let me assure you that our defined benefit plan is sound. We have taken a hit as has everyone on the investments, but our trustee investment committee has been very wise. It will put a strain on us due to some new regulations, but we expect to fine. However, we will have to look at the 403(b) match along with all the other benefits.
· We understand and appreciate that these measures may impose some hardships, but it is our hope that small sacrifices today can prevent large sacrifices tomorrow.
 
For our union employees: 

· The collective bargaining agreement remains in effect until December 1, 2009.
· The new agreement will be negotiated taking the current economic conditions into consideration.

As managers, there is only so much we can do to keep our organization strong. And there are forces beyond our control that will help shape our future, including:
· Reimbursement levels
· Health care reform
· And, continued national and state economic difficulties

Most importantly, it will be how we, the Hopkins family, respond as a team that will determine our future. All of us – whether you provide administrative support, care at the bedside, care to the environment or support to families and visitors – must help each other to do the best jobs we can. Each and every one of us has a stake in our great institution. Each and every one of us must never forget that we are ambassadors for Hopkins. We may be the first or last memory a patient has of Hopkins and we must always make those memories good ones. We are all the human face of Johns Hopkins.

It is how patients and their families see us as being warm, helpful and compassionate that will form their lasting impressions of our hospitals, not the red bricks or gleaming windows. We – each and every one of us --are Hopkins. We must never forget that. 
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