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As providers seek to differentiate their services in an 
increasingly competitive environment, the service-line 
strategy is undergoing a resurgence in popularity.  But 
challenges in implementation continue.  A recent sur-
vey of health care executives, conducted by the New 
Heights Group and the Forum for Healthcare Strat-
egists, found numerous similarities in the struggles or-
ganizations face in implementing a service-line strategy.  
The most commonly noted challenges include: 

 Integrating service-line management with existing 
hospital priorities and functions. 

 Implementing a matrix management approach 
inherent to a service-line strategy. 

 Engaging and keeping physicians involved in the 
process. 

 
These challenges are not insurmountable and shouldn’t 
cause an organization to rethink its strategy.  They do 
require the organization to act, however, to make sure a 
service-line strategy achieves maximum success.   
 
Integrating service lines with  
existing hospital priorities and functions   
Three of the challenges identified by survey participants 
related to integrating service lines with existing hospital 
functions, processes, and priorities.  Participants ex-
pressed concerns about continuing competition for 
resources, conflicting organizational cultures, and 
blending service lines with hospital planning and budg-
eting processes.  Each of these concerns points to a 
common cause – implementing service lines as an “add 
on” to other initiatives and processes within the or-
ganization.  What many organizations fail to recognize, 
though, is that through the very act of undertaking a 
service-line strategy, an organization is stating that cer-
tain services are a higher priority than others.   
 
The service-line strategy indicates an organizational shift 
(as opposed to a marketing or planning shift) toward 
those services of higher priority.  It states that all serv-
ices in the organization are not equal and resources will 
first go to support designated service lines.  For exam-
ple, if there is $10 million in capital to spend on new 
technology, earmarked service lines would receive con-
sideration before other areas.  Other services won’t 
necessarily be ignored, but rather they may not be the 
first to receive new investment in technology or other 
capital needs.  

 
Those providers that do not fully embrace the re-
organizational implications of a service-line strategy 
attempt to add it to their existing structure and 
processes – and it is at this point that conflict and con-
fusion can occur.  The traditional hospital is organized 
by departments and functions, while service lines are 
organized around markets.  Trying to do both or-
ganizational structures at once will create conflict 
unless addressed outright.   
 
The solution, while seemingly simple, is not.  It requires 
going back to the drawing board and thinking through 
the service-line strategy from the perspective of a re-
organization.  Most providers are not able to manage a 
complete reorganization, but shifts in and adjustments 
to structure and processes can occur relatively seam-
lessly if senior leadership understands the purpose and 
benefits.  Executives need to rethink basic processes, 
functions, and relationships to support the service-line 
structure.  Questions to address at the senior level may 
include: 

 What percent of the marketing budget will be 
allocated to designated service lines? 

 What percent of the capital/technology budget will 
be allocated to those service lines? 

 How will the organization’s dashboards and board 
reports reflect service-line performance? 

 What other operating procedure adjustments are 
needed to integrate service-line management within 
the culture?  Is the planning process in line with a 
service-line orientation?  Does market reporting 
align with a service-line strategy?  Is physician re-
cruitment activity in sync with designated service 
lines?   

 Does nursing orient around the service-line initia-
tive?  Are there clinical specialists in the identified 
service lines?  Is there a nursing hierarchy sur-
rounding the service lines that would set these 
areas off from other services?  How do nursing 
leadership and the nursing staff show that service 
lines are the organizational priority? 

 Without obtaining a new financial system, how can 
financial reporting be modified to gauge service-
line performance?  (Hopefully, this issue was ad-
dressed to some extent when the organization 
analyzed which service lines to pursue.) 

 
Budgeting is one of the bigger logistical challenges in 
implementing a service-line strategy, due less to culture 
and more to accounting systems.  Budgets are typically 
developed by department, and revenues are tracked by 



cost center.  Changes do not require a new finance 
system, however.  Some ways to integrate service lines 
with the budgeting process are: 

 Service-line managers submit budget requests to 
key relevant department directors.  The request is 
“rolled up” into the overall departmental budget, 
which is reviewed again by the service-line manager 
before the budget is submitted to leadership. 

 Service-line managers and department directors 
jointly develop budgets. 

 Service-line managers review departmental budgets 
against service-line priorities and point out their 
consistency or inconsistency to leadership.  Leader-
ship makes the final decision. 

 Department managers are charged with articulating 
how they will address service-line needs in their 
budgets. 

 
There are undoubtedly other creative ways for organi-
zations to adapt to a service-line orientation.  The bot-
tom line, however, is that a partially implemented 
service-line strategy, or one added on to the current 
structure, is not likely to achieve the success most or-
ganizations seek. 
 
Implementing matrix management   
Closely related to integration is the challenge of a 
matrix management approach that is intrinsic to a 
service-line strategy.  Health care is riddled with matrix 
management structures, and most service-line struc-
tures are yet another variation.  With service lines, 
matrix challenges usually crop up between service-line 
managers and clinical department heads or support 
personnel, such as finance and marketing.  Friction 
typically involves such factors as priorities and time 
schedules.     
 
Staff members, and often leadership, need to under-
stand that matrix reporting is not a matter of simply 
splitting the time individuals devote to various respon-
sibilities or disciplines.  Rather, it is more a matter of 
blending the skill sets and needs of each discipline to 
address the needs of all parties.    
 
Some steps to address matrix management challenges 
are: 

 Clarify the service-line strategy across the organi-
zation.  If the organization has made the first 
strategic error mentioned in this article, namely, 
not fully embracing a service-line strategy, then it 
needs to address this issue before anything else.  
This step alone may not solve matrix issues, but at 

a minimum it sets the foundation for any matrix 
reporting the organization develops.   

 Clarify job descriptions for all those departments 
and individuals working with the service-line 
leader.  Job descriptions should articulate individual 
roles and responsibilities relative to the service line.  
For example, the roles and responsibilities of the 
director of surgery may expand to include working 
with the orthopedics service-line leader to budget 
for orthopedics, identify ways to improve ortho-
pedic utilization, and provide regular data on turn-
around time, OR utilization, physician practice 
patterns, and other key areas of interest.    

 Develop partnership agreements between depart-
ments and service lines to clarify and smooth rela-
tionships among management and staff.  These 
agreements are best handled by the department 
managers/service-line leaders themselves.  These 
agreements can include: 

 Standard operating practices (e.g., communica-
tion methods, timing of regular reports). 

 Lead times and turnaround expectations. 

 Likely areas of conflict and the agreed-upon 
methods for managing them. 

 
As with all matrix management initiatives, senior 
leadership should encourage clear lines of reporting to 
support the structure.   
 
Engaging and involving physicians   
Engaging physicians is one of the first major hurdles in 
any service-line initiative.  Keeping them involved can 
be even more challenging.  Understanding why physi-
cians disengage is a good first step to keeping them on 
board.  Common causes include: 

 Too much time spent on planning without action.  
Physicians are action-oriented; hospitals are 
process-oriented.  Asking physicians to attend 
multiple meetings to discuss the same issues re-
peatedly is a surefire way to lose them. 

 Questionable data or a lack of data to support con-
clusions.  If physicians lose faith in the data, they 
will likely begin to lose faith in the process.   

 Time demands.  Asking for too much of a physi-
cian’s time can quickly work against the initiative, 
especially if the time is considered “unproductive” 
from the doctor’s perspective.   

 
Some ideas for getting and keeping physicians engaged 
in the service-line process are:   



 Meeting management.  All service-line 
leaders should be skilled in meeting management.  They 
should: 1) Make sure meetings are of value to all at-
tendees.  2) Clearly state objectives and submit agenda 
and meeting materials ahead of time.  3) Stick to the 
time allotted, and don’t let the agenda get off track.  As 
facilitators, service-line managers need to prepare thor-
oughly to ensure each physician’s needs are met.  If a 
particular physician’s needs would not be addressed in 
a meeting, it’s best to contact the individual before-
hand, giving the person the option of not attending but 
receiving minutes and other written information in any 
case.   
 

 A focus on physician benefits.  Too often 
hospital teams emphasize the benefits the hospital will 
gain from the efforts of physicians without emphasiz-
ing the benefits to the physicians.  This is an easy way 
to disillusion even the most loyal of physicians over 
time.  The organization must focus on the benefits the 
service-line initiative will have for the physicians as well 
as the hospital.  Physicians can gain from these efforts 
in many ways – through greater emphasis on their 
services, improved quality, newer technology, better 
staffing, and so on.   
 

 Service-line teams.  These teams can be 
charged with monitoring performance, developing 
strategies, reviewing technologies, and so forth.  De-
pending on their function, service-line teams typically 
involve both department managers and physicians.  
Effective teams have a clear, stated team objective and 
stick with that objective during meeting activities. 
 

 Management teams.  Many service lines have 
two or three individuals overseeing service-line per-
formance.  A physician/administrator team is most 
common, although a physician/administrator/nursing 
trio can be useful in larger organizations with more 
complex nursing structures.  While a management team 
can be helpful in securing buy-in and providing good 
insight, it can also be more unwieldy and get bogged 
down in personality issues among the team members.  
Role clarification is critical when two or three people 
are co-managing the service line.  For smaller organiza-
tions, a service-line manager with a part-time physician 
champion can be very effective in energizing the 
service.   
 

 Subdivisions.  Physicians may perceive that 
the service-line initiative is not spending enough time 
on issues of importance to them.  Larger, more diverse 
service lines can easily suffer from this problem.  For 
example, a spine surgeon might not appreciate spend-
ing time in discussions about a plan by the orthopedics 

service line to develop a total joint camp.  A possible 
solution is to split the service line into manageable 
pieces or subdivisions and use physician time only on 
those areas of specific relevance to the physician’s 
specialty. 

 
Service-line management can take many forms and of-
fers an opportunity to improve quality and market per-
formance.  If your organization is struggling with its 
service-line strategy, take some time to understand the 
causes of the problem.  Understanding where you have 
missed the mark will make it easier to change direction 
and tactics and re-energize your service-line programs. 
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