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Niched
Get to know some part of the environment exceedingly well and dig in.

When I was a boy, I stumbled across an odd creature living next to my house.  In the sandy soil piled up against the foundation was a crater no wider than a couple inches and perfectly round.  At first, it seemed to be nothing more than that - a small indentation in the soil.  But just as I was about to ignore it, I saw an ant move along the lip of the crater and as it did the sand gave way.  The ant slid helplessly down the side and when it reached the bottom, something snatched it and pulled it under the sand.  It took me awhile to work through my network of small friends, my parents, and a couple encyclopedias until I was able to find out what that creature was.  It was an "ant lion."

That's probably when I first began to appreciate the importance of a "niche."  The ant lion was so perfectly formed - so elegantly designed for its purpose.  It was an almost perfect reflection of its environment sitting there simply waiting.  Nature has created an infinite variety of ways to make a living.  Elephants thunder.  Hawks soar.  And ant lions wait.

The lesson was straightforward.  Get to know some part of the environment exceedingly well and dig in.  Develop characteristics that allow you to outrun, elude or overpower any challenger.  And never, never wander out of your little part of the jungle.  Stay in your niche.  Evolve thousands of small incremental adaptations that suit you even more to your niche - a thousand small ways to thwart an interloper.  For some hospitals and physician groups, nichemanship should be their game.

There are essentially three niches available to hospitals.

The Specialty Niche - A children's hospital is the perfect example of a specialty niche.  Most children's hospitals are small by comparison to general acute care hospitals.  They invest in planting their roots deep in their niche.

Two major strategies are typically implemented to secure a niche position.  Children's hospitals consistently communicate their unique capabilities to the marketplace.  The message is always the same - because they are focused on the unique needs of children, nobody can take care of kids better.  The other strategy focuses on constant investments in specialization.  No specialty niche player can afford to let its "advantage in specialization" slip away.  Other examples of specialty niche players include the heart hospitals, cancer hospitals and orthopedic hospitals.

The Geographic Niche - The ancient Greeks always built their cities a "day's march from the sea."  The reason was simple.  It gave them time to prepare their defenses against invaders.  Smaller hospitals can thrive when they're the only show in town and when they're far enough away from the competitive fray in larger cities.

Countless examples of successful suburban community hospitals exist.  Many have benefited from strong population growth.  As gridlock increases in urban areas, the incentives to avoid "downtown" hospitals become even stronger (a "day's march" becomes a "two day march") and the geographic niche becomes even more defensible.

Strong population growth has allowed some small and mid-sized hospitals to thunder ahead and become tertiary referral centers.  Many have had to do nothing more than ride the demographic wave into the future but then as the old saying goes, "It's often better to be lucky than good!"

Just as specialty hospitals can't afford to lose their specialty edge, a hospital that's dependent on a geographic niche can't afford to lose touch with the community.  It's critical to weave the hospital into the fabric of the community so that any attempts by outsiders to enter the market will meet reluctance from local residents, the local press, and the local physicians.

The Customer Niche – Many hotel chains focus on one segment of the market and serve it exceedingly well.  Some hotels have done a good job understanding demanding travelers.  Some hotels cater to older adults, some target salesmen, others are stopovers for truck drivers.

The "customer niche" is not a very common strategy among hospitals.  But it's likely to increase in popularity as hospitals race to carve out defensible positions in an even more competitive environment.  Some hospitals occupy distinct customer niches, perhaps by default.  Most common are "carriage trade" hospitals that cater to upscale patients.

Lake Forest Hospital serves the prestigious north shore suburbs of Chicago.  But Lake Forest attracts mothers from a much wider area than its primary service.  Why?  Because the hospital offers an exceptionally comfortable environment in which to have a baby and because having a baby in Lake Forest carries status in much the same way a designer label does.

A niche can be a powerful strategy, but it is not "bullet proof."  Niche players need to keep these realities in mind:

Big organizations can occupy small niches too.  Large successful corporations are in constant pursuit of new markets.  If they think your niche looks promising enough to exploit, you can wake up and find yourself staring down the barrel of a very large cannon.  When that happens, you have a couple alternatives:

1. Sell out.  (It's probably cheaper for the big player to buy a successful small player than to try to recreate it.) 

2. Bug out.  (The cost of defending the niche may wipe out your margins.  It might be better to find another niche.)

3. Crawl into a niche that is too small, in terms of total potential, to justify investment by a big player.

Niches can disappear.  There's nothing more useless than a specialist in something that's become irrelevant.  The best buggy whip makers in the world faced impossible prospects once the automobile started to rumble down the road.  Certain medical specialists may face this problem if technology and customer demand renders their expertise irrelevant.  As Mark Twain once advised, "Put all your eggs in one basket and watch that basket."

Getting back to that ant lion.  I watched him for several days and, typical of boys my age, soon lost interest.  I'd almost forgotten about him.  One night, we had a terrible storm with torrential rain.  Later I noticed the ant lion's crater was filled with water.  I assumed the ant lion had drowned.  At any rate, he was gone.  The ants, however, were still there.
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