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The Levers of Growth

There are plenty of gotchas when it comes to growing your market - keep the five P’s of marketing in focus.

A lot of health care advertising is wasted. To get a sense of how much, look at the advertising you see and ask three questions: Does it position the organization as different in a way that’s meaningful and valuable? Are the promised benefits provable? Does the organization deliver on the promises? If all three questions can’t be answered in the affirmative, dollars are being flushed down the drain.

Too much health care advertising is like an enema. Colonial physicians loved to prescribe enemas. They didn’t do the patient any good, but there was no denying that something visible was happening. It’s hard to believe that up until the early ’80s there was a general prohibition on the use of advertising by hospitals and physicians. With much of today’s health care advertising beginning to resemble that of personal injury attorneys, it causes legitimate concerns about appropriateness as well as grumbles that the dollars would have been much better spent on the product, particularly nurses and other patient care staff.

Many health systems launch branding campaigns and expect growth. They do this without recognizing that a brand is a consequence, not a cause. It is the manifestation of a solid product, well priced and easily accessible. A brand is not a promise. It is a promise delivered. It’s trust made tangible. And trust is never given; it’s always earned.

No branding consultant can deliver a brand. Health care organizations often try to launch a brand as if it can be created overnight with a logo and color chart. The brands in health care that really matter took hundreds of years to build. Much of the branding today is focused on the “system brand” despite continuing evidence that most consumers and physicians could care less about health systems.

There are a limited number of levers you can pull to generate growth. In marketing circles, these variables have long been referred to as the four P’s - product, price, place and promotion. You can change the design of your product or add new products. You can discount or increase the price. You can make your product more available in time and space - that’s the “place” part. And lastly, you can promote the product with advertising, public relations and branding. 

The four P’s encompass much of what goes into occupying a unique position among those you hope will consume your product or service. There’s a sequencing here. Promotion comes last - screw up the first three P’s and you’ll end up promoting a flawed proposition.

Let’s say you promote yourself as the friendliest folks in town. Maybe you’ve even got an award‑winning ad campaign that clearly portrays just how friendly you are. But then the consumer is greeted by a dower receptionist who is incapable of making eye contact and is deeply engaged in a cell phone conversation with her hair stylist. You can flush the money you spent on that ad campaign right down the toilet. That was true 20 years ago in the television era and it’s just as true today in the Internet era. 

Growth is complicated. The four P’s are an attempt to simplify the complex. There may be just a few levers to pull, but they’re like the four letters in the DNA sequence. You can get infinite variety by mixing and matching, emphasizing one over others, switching them on and off at different points. To make things more complicated, in health care there’s a fifth P - the physician. Physicians are rapidly moving into salaried positions with group practices and hospitals. And group practices are increasingly being acquired by hospitals and health systems. This is a transition of historic importance. From its earliest days, American medicine has been represented by physicians who were strongly committed to independence. What is happening with physicians and medical practice these days holds tremendous potential for real sustainable competitive advantage.

Health care is unique among all American enterprises because traditionally it has manufactured a complex product with very limited ability to control, coordinate or even influence the means of production. For the past century, most physicians have been independent agents. The fifth P forcefully impacts the other four P’s including the product and the experience out of which it is constituted.

Few factors impact the potential for growth more than the accessibility generated by the distribution of physicians in time and space. Physicians are the most significant determinants of the cost structure that underpins any rational pricing decision. And promoting an institution or services reliant on physicians whose quality and commitment are lacking is a losing proposition.

Ultimately, one of the strongest strategic arguments for putting hospitals and physicians together in a single organization will be to build a more rational and more efficient economic engine whose parts are generally aligned instead of working at cross purposes. Integrating hospitals and physicians ought to provide a huge advantage when it comes to managing the cost, quality and accessibility of care. Whoever does the best job integrating physicians with one another and with the hospital will be able to construct a differentiated mix of product, price and place that will provide the opportunity to promote something truly meaningful.

Of course, you’re not doing this in a vacuum. You have competitors; they’re also interested in growth. It’s your mix of P’s against theirs. As marketing legends Jack Trout and Al Reis famously contended, “The battle for growth is a battle for the mind of the consumer - a position in the head of the consumer.” 

Think of a ladder with rungs. Consumers are bombarded with information and choices so they simplify. They sort out who goes on that ladder and where - where competing products and services are positioned. If you’re not on one of the top three rungs in a defined market, you’re generally not in the game. But if you’re on the top rung, it’s going to be very tough to knock you off. That’s why highly rated hospitals stay highly rated even after they’ve experienced often catastrophic setbacks. 

Where you end up on that ladder is influenced by all the P’s - as well as the intentions and capabilities of competitors, the changing expectations of consumers and the relentless march of technology. The nature of the product makes positioning in health care even more complicated. It’s intangible. Intangible services are impossible to put your hands around; they are consumed and gone. They are an experience - a performance - and that makes them fundamentally different. 

The number one indicator of quality in a service is reliability - the ability to deliver the same experience consistently in time and space. Positioning health care is challenging because it often involves providing the most intimate of all human services to people whose lives may be balanced on the precipice. It’s complicated. A lot more complicated than an advertising campaign.

Growth is complicated. There are other factors related to the five P’s that need to be considered:

New competitors. Harvard professor Clayton Christensen popularized the notion that the most significant threats to established players are usually not the bogies on their radar screens but the bogies off their radar screens: the ones that come screaming out of the sun. A classic example of a disruptive player is Walmart. It got started selling things cheap in small rural markets the big guys - Sears, K-mart, Penny’s - didn’t care about. You know the rest of that story.

Physician assistants, nurse practitioners and midwives may prove to be disruptive forces in both the inpatient and outpatient arenas. So might growing numbers of convenience clinics. Here’s an important thing to remember about those convenience clinics. They can generate as many referrals as a board certified family physician or internist, and many are owned by publicly traded companies with names like CVS and Walgreen’s.

Capacity. “Can you meet demand?” If you can’t, you’re bleeding off market share - leaving it on the table because you can’t accommodate it. There are three potential bottlenecks: You don’t have the facilities, you don’t have the staff or you don’t have the processes that allow you to make best use of the facilities and staff you do have. Capacity constraints have implications for product, price, place, promotion and physicians. For physicians, time is of the essence and so is throughput. When it comes to bottlenecks, remember what Peter Drucker used to say, “The bottlenecks are always at the top of the bottle.”

Structure. There’s a distinction to be made between good growth and bad growth. There’s that old saying, “If you’re not growing, you’re dying.” But growth without the simultaneous development of strength results in big trees that get blown down by the first big wind that comes along. Growth requires supporting infrastructure. Without it, a good operation can quickly become a poor one. 

Overall organization structure can have a profound impact on your ability to be competitive. Over the past couple decades, inpatient hospitals have added outpatient capabilities to their inpatient chassis. Now they are adding physicians to that inpatient chassis. In doing so, they’re in danger of sub‑optimizing all three products - inpatient services, outpatient services and physician services.  The inpatient mind-set has not fared particularly well in the outpatient arena or in the physician practice arena. The former requires a strong retail mentality, the latter a lean entrepreneurialism.

Hospitals with outpatient and physician appendages will not perform well in a hypercompetitive environment. What will be needed is an organization that has three distinct but coordinated business enterprises: one dedicated to the inpatient enterprise, one dedicated to the outpatient enterprise and one dedicated to the physician enterprise - providing three distinct mixes of the five P’s.

Attitude. Growth is like a tide that washes in and obscures the many rocks lying just below the surface. Those hidden rocks are waiting there to rip the bottom out of your hull when the tide recedes. Growth can also breed complacency. Rocks? What rocks? A monopoly mentality can set in. A little scarcity and paranoia can be good things. 

Managed care. There is an aberration in health care. Powerful middlemen feed off transactions between physicians, hospitals, consumers and employers. They chew away on already thin margins. Health plans are sometimes able to move large blocks of business en masse either to your advantage or disadvantage. But they’ve got to offer a competitive network of providers. Leverage the five P’s and you leverage your negotiating position.

Quality. There’s an aspect of growth that’s not unique to health care but bears mentioning. The “experience curve” suggests that the more you do of something the better you get at it and the more cost effective you become. A great many experts in health care have studied this phenomenon and have suggested that there is a clear connection between volume and quality. The high volume providers generate better quality.

If your volumes are too low and if you want to claim a quality advantage, you’re going to have to define a pathway to significant increases in volume. For many organizations, this means somehow joining forces with another organization through merger or program consolidation so together you can achieve sufficient volumes.

Where does quality fit into the growth equation? In the long run, nobody buys quality - people buy value, and value is a ratio with quality on top and price on the bottom. To enjoy an advantage from quality, you’ve got to work both sides of the value ratio.

Profitability. In most industries, but in health care in particular, not all market share is profitable. Grow too much and you may find yourself sinking into an ever deeper hole. I know of one organization very pleased with itself because it was seeing dramatic increases in OB market share. It regarded that new market share as evidence of its prowess in patient satisfaction - until it analyzed the profitability of the market share and realized that its cross-town competitor was happily shipping it all the OB market share it could swallow. The competitor had figured out the OB market share was unprofitable. And the losses couldn't be made up with volume.

For most hospitals and physicians, the challenge is not growth, it is profitable growth. Historically, the most profitable growth relates to procedures, surgical and non‑surgical, particularly those that generate imaging and other diagnostics. The least profitable growth relates to non‑procedure‑based cognitive services.

Ambulatory outpatient services are currently two to three times more profitable than inpatient services. But demand is growing across the entire spectrum - procedural and cognitive, inpatient and ambulatory. Not surprisingly, the services with the lowest profitability are often those utilized by populations that are significantly under funded and lack the political clout of the AARP, such as OB and pediatrics.

Growth is complicated. But keeping the five P’s in focus can make it less so.
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