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20 Years of Health Care Marketing
A look back at some strategies that worked - and some that didn't.

In the late 1970s, Evanston Hospital, outside Chicago, organized one of the earliest hospital marketing functions with the help of Northwestern University's renowned marketing professor, Philip Kotler. Humana also made early investments in health care marketing.  Here's my sense of what's worked and what hasn't:

What Worked

Positioning. Creating or reinforcing an image of clinical sophistication provided strong dividends. While this strategy usually involved comprehensive communications campaigns that focused on technology, services, and physician capabilities, hospitals were also rewarded for investing in facilities that conveyed a solid, growing institution. The institutions that experienced the highest returns were those that were able to make a substantial move from low-tech to high-tech. Many suburban hospitals in growing communities successfully pursued this strategy. Organizations that reinforced and enhanced an existing reputation for clinical sophistication were also well served. But positioning required more than advertising and facilities; there had to be underlying capabilities and evidence to back up the claims.  Hospital ranking programs, particularly U.S. News & World Report, helped validate and solidify reputations for advanced capabilities.

New services. If you don't offer it, nobody can buy it. When physicians drove the expansion of clinical services, the results were generally good. Physicians are close to the action. They interact directly with the market. They know the technological requirements of their specialty. And few centers of excellence thrive without an ambitious physician champion. But in some cases, organizations without physician champions simply plowed ahead usually with less than impressive results.

Capturing growing markets. When Napoleon was asked what kind of officers he wanted under his command, he had a straightforward response: "Lucky ones." Some hospitals and physician organizations succeeded because they were lucky enough to be located in an area where population growth was strong and carried favorable demographics. But you can secure only so much market share by accident. At some point, you've got to be intentional, because competitors will recognize a good market, too. Always, it is the market share that is furthest away from the hospital that is most at risk. Proximity is such a strong driver of utilization that in most markets it will secure your core service area without a substantial marketing investment. It's the contested market that must get the heavy investment.

Geographic distribution. Securing sustainable relationships with primary care physicians in areas with low market share has been one of the most effective pathways to hospital growth. When physicians were roughly equidistant to competing hospitals, referrals could be easily steered in either direction. Savvy players purchased or started owned practices only in contested markets; while relying on proximity to drive the referrals in markets closer to the hospital. They recognized there was little need to own and control practices when loyalty could be ensured by convenience.

Focus on physician productivity. It should have come as no surprise to find that what doctors really cared about was practicing in an environment that allowed them to leverage their time and expertise. Doctors care a lot about proximity. They care about OR throughput. They care a lot about the competence of nursing. And they care about producing good results for their patients. Hospitals that focused on serving physicians better had a substantial competitive advantage. This kind of operational excellence inevitably produced better results for patients and lower costs for payers.

Missionary work. One of the best market share moves of the past couple decades was made by an upstart cardiologist in Wichita, Kansas, who found there was little room for him to grow a new practice in a town where he faced well-established competitors. So he headed into the countryside to visit primary care physicians. Every year, he held a Christmas party and invited his rural referral sources, the primary care physicians. He even helped start up some new primary care practices in small communities. In essence, he built his own referral base by building personal relationships. That success was emulated by other specialists and subspecialists throughout the nation. It took a particular kind of physician mind-set to make the strategy work - hungry, ambitious, and willing to invest today for returns tomorrow. Missionary work proved effective not only in rural areas - it worked everywhere.

It turned out that existing referral relationships were often weak and open to realignment. Some specialists received referrals without ever getting to know the referring physicians or even thanking them. As improbable as it sounds, some specialists still don't know when they are getting a referral. These physicians are vulnerable to competitors willing to take the time to develop relationships and sustain them. Pragmatic hospitals recognized that while physicians needed to take the lead in building referral relationships, the hospital could still put in place infrastructure to support them. Thus, some academic medical centers put in telephone referral lines and established quick access to faculty for community physicians. Other hospitals developed entire departments responsible for maintaining close contact with referring physicians. These departments facilitated existing referral relationships and identified opportunities to establish new relationships. They encouraged physician specialists do their part by relating directly with referring colleagues.

Customer relations and service excellence. There was a lot of basic blocking and tackling that went into building and sustaining market share. And for hospitals and group practices, the essence of blocking and tackling was relating with patients. Every marketing professional in health care knows that the most influential form of advertising for physician and hospital services is word of mouth. Many millions of advertising dollars got flushed down the toilet in health care the minute a patient or a family member had an experience that fell below their expectations. The unfortunate truth is that the patient and the family members really don't care if you have a nursing shortage. They still want their call button answered.

Services marketing expert, professor Len Berry's, model of service quality emphasizes that what consumers prize above all else is reliability and consistency. Quality service, it turned out, meant consistently meeting or exceeding customer expectations every day, in every location, for every service.

Leadership. The importance of the hospital CEO in building and sustaining market share cannot be understated. The quality of the relationship between the CEO and the medical staff remains one of the most critical indicators of market success. Hospitals where the CEO (and the rest of the executive team) maintained a close, supportive, and facilitating relationship with physicians were spared many of the debilitating battles that drained dollars, energy, and time from less astute institutions. Here the aircraft carrier metaphor is appropriate. Hospital CEOs are well advised to regard themselves as skippers of an aircraft carrier. An important job. But a supportive one. An aircraft carrier has a clear purpose: to get pilots and their aircraft close enough to do their job. Without pilots and aircraft, an aircraft carrier is a floating parking lot.

What Hasn't Worked

Branding. Generally, branding was too often regarded as a singular silver bullet. "Establish a powerful brand and the world will beat a path to your door." The critical question, of course, was, "What are you going to give the world when it arrives at the door?" In health care, the answer was "not much." At far too many hospitals and physician groups, when the doorbell rang, nobody was home. A brand is a symbol for a set of unique benefits important to the consumer. If you fail to deliver a differentiated set of benefits, the brand is meaningless. (Well, not quite meaningless, because it comes to stand for an empty promise.)

In a number of instances, perfectly good hospital brands were sacrificed for new system brands that stood for nothing. Some organizations did succeed in creating meaning for their brands but only at great expense. The best approach was to combine an existing brand with a new brand - so you end up with Sentara-Norfolk General and Advocate Lutheran General. Thus, a strong existing brand provided positive meaning to the new brand, which could then be extended to other institutions and services. Sentara and Advocate stand as branding success stories. Also effective have been efforts to take a strong existing brand and extend it to existing institutions and services. The University of Wisconsin has done a good job of this in cancer. So have Mayo Clinic and The Cleveland Clinic. But too often, branding campaigns were high-cost initiatives that yielded little.

"We Care" campaigns. You may care. And you may care more than the other guys, but how are you going to prove it? There were few ways "caring" could be used as a differentiator because it was usually impossible for a particular hospital to provide evidence its heart was bigger. And it was never clear that consumers valued caring more than clinical sophistication, outcomes, and customer service. There was a lot of "caring" that consumers were willing to forgo in exchange for competence, responsiveness, and superior results.

Managed care contracting. Arguably, this worked but not for long. The critical thing about price-based competition is that it generates no sustainable level of customer loyalty. Those customers attracted by low price will always switch when confronted with a still lower price. The same thing proved true for a managed care contract. Most were, and still are, awarded on the basis of price. Many providers thought they could makeup their discounts with volume. They were wrong. Occasionally, disastrously wrong. There are markets in some parts of the nation where providers may never recover from the financial damage resulting from shortsighted managed care contracting. Nowhere has this been more true than in California. Fortunately, the truisms that "hospitals and doctors are commodities" and "all that matters is price" was not successfully exported from the West Coast to the rest of the country.

Organizations that used market research to underpin their negotiations with health plans often created leverage. Indeed, few positions were more rewarding for a hospital than entering negotiations for a managed care contract knowing it had strong consumer preference and a dominant position in primary care. A few hospitals and physician groups used this advantage to fortify their refusal to grant discounts or adopt per diems (and in at least a couple of cases, they used it to demand increases). The rest is history. These tough negotiators achieved much stronger financial performance because they had the sense to use their market leverage.

Sales. In the early days of health care marketing, the preponderance of marketing investment went into conventional advertising. Indeed, that's how many institutions defined marketing - as advertising. While this benefited many an advertising agency, it also undercut the credibility of marketing in the field. Results were seldom identified, thus investments in marketing were uncertain and open to criticism as ineffective. Some organizations shifted their emphasis to sales forces whose job it was to sell the hospital's services. Unfortunately, these initiatives were usually characterized by old school definitions of sales ("A good salesman can sell anything"). Health care didn't fit well in the salesman's detail bag because of its intangibility, intimacy, and reliance on the expertise embodied in physicians and nurses. Most organized hospital sales programs evaporated by the late '80s.

What May Work in the Future

What are the opportunities of the future for growing market share? In addition to continuing to emphasize the initiatives that worked over the past couple decades, I'd put my money on the following:

Promoting the competency of the community. Superior health care delivery depends on the relationships between hospitals and physicians. While there may be hard-fought competition between various players within a single market, there should be a recognition that all of the players in many of these markets play on another field - a regional field where consumers and referring physicians have the option of going to one "community" of providers versus another. In some regional markets, the entire provider community (hospitals and physicians) suffered as a result of the more aggressive and proactive efforts of competitors in other regions. A lot of people have a stake in the success of the entire provider community in particular locales - employers, consumers, physicians, and hospitals. (No" places rated" guide fails to factor in the reputation of the health care community.) There is a strong rationale for concerted collaborative efforts to enhance the regional reputation of a particular provider community, and that rationale ought to run all the way to the chamber of commerce and city hall. It should unify hospitals and physicians regionally even though they may be tough competitors locally.

Putting technology to work. Northwest Airlines was once unable to link its frequent flyer records with its reservation system. Eventually, even this ponderous organization succeeded in getting its information systems connected and created value for the consumer by allowing them to check in for a Northwest flight without interacting with their personnel. Hertz accomplished the same thing. Because of applied information technology, Hertz customers were able to bypass the rental desk and go directly to their cars. Applying technology, particularly information technology, to the delivery of health care represents the great frontier of the next decade. Those organizations that succeed first and continue to innovate will realize a sustainable advantage.

Collaborative franchising. Marketing is expensive. New product development chews up lots of time and money. But there's no real reason to reinvent the wheel in every hospital in America. The human body is not wildly variable by zip code. Campaigns and programs that work in Peoria, Illinois, will work in Peoria, Arizona. Health systems in the future must mine the collective experience of many hospitals, package it, and redeploy it. In this regard, the successful system will come to see itself the way a franchisor sees its relationship with franchisees. The franchisor develops, packages and improves a business formula that is proven, tested, and refined, thus reducing risk and increasing overall profitability.

Community hospitals that are generally undifferentiated usually have at least one strong asset - a geographic territory that they dominate through proximity. There will be opportunities to leverage this territory by treating the community hospital as a site for specialty boutiques developed by institutions that have established powerful national and regional brands. For example, in Manitowoc and Wausau, Wisconsin, community hospitals have long been sites for branded cancer centers operated through agreements with the University of Wisconsin. Around Madison, Wisconsin, Dean Clinic has moved its branded specialists into visible outreach to community hospitals struggling to differentiate themselves. It's a collaboration that works.
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