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TAKEnote

Catching the  
Service Line Wave 
Healthcare organizations have been 
experimenting with service line models 
for close to two decades now, with 
mixed success. Which raises a couple 
of questions: Can service line models 
work in healthcare? And, if so, why 
aren’t there more “success stories?”

Organizations that have committed 
to the model say, yes, it can work, 
but success doesn’t come easy. It 
requires a tremendous amount of 
time and effort, as well as a top-
down commitment, to reorganize 
services and management structures 
to optimize resource allocation and 
ensure a more patient-centered 
experience. It demands stringent 
attention to data. And it requires that 
physicians, as well as other staff, 
be firmly engaged in service line 
strategies—right from the start.

Still, all of this can be done—and 
the results can be monumental. In 
this issue, executives from some 
early-adopters of service line models 
offer insights about the benefits and 
challenges, along with lessons learned.

Certainly, in today’s competitive 
market, the advantages of a service 

line approach should not be over-
looked. Read on…and 

explore the possibilities.  
 
Judy Neiman, President 
Forum for Healthcare      

 Strategists
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The development of an effective service line 
strategy has been challenging for healthcare 
organizations, much more so than 
expected. To be sure, healthcare strategists 
that began working with service line models 
years ago report success, but add that the 
models are still evolving, with service lines 
being added or dropped and management, 
reporting, and compensation structures 
continually being fine-tuned. 

Still, there are valuable lessons learned 
by those who are entrenched in the 
implementation of service line strategies, 
as healthcare executives who have “been 
there” reveal.

Understand That It’s a Major 
Organizational Change
First and foremost, healthcare executives 
need to recognize that a service line strategy 
isn’t something that can be added on to 
or laid on top of the existing organizational 
structure and culture. It is a change in 
the way the organization does business. 
It involves more than simply designating 
someone as a “service line leader” and saying 
“now grow this service.”  The service line 

leader has to be given the authority and 
the support to implement changes and 
strategies that will enable growth.

 “A service line focus involves a huge 
and complete change from the usual 
medical structure where entities like the 
laboratory, radiology, the operating room, 
this floor, and that floor are all managed 
as independent ‘silos,’” explains William 
Vanaskie, Executive Vice President 
and Chief Operating Officer, Maricopa 
Integrated Health System, Phoenix, AZ. 
“In an effective service line model, each of 
those areas is viewed as a service ‘stop’ for 
patients along the continuum of care, with 
the service line leader in effect ‘buying’ 
certain services from each stop on behalf 
of the patient. And it is critical that the 
individuals running the OR, ICU, and other 
service stops understand their roles and 
responsibilities in the context of the service 
line as well as the service line director’s role 
as the person ‘in charge.’”

In other words, the responsibilities of 
service line directors, as well as the 
clinical staff and non-clinical support 
staff associated with the service 
line, must be clearly delineated and 
understood by everyone.  And that can’t 
happen unless top leadership embraces 

By Debbie Reczynski

In what could be called a third wave, healthcare  
organizations are committing to, and refining, service line 
development. It’s certainly a strategy that makes sense—for 
designing services that are more patient-centered and  
market-responsive, expediting decision-making, enhancing 
clinical quality and efficiency, and aligning with physicians.

Service Line Strategies
The Third Wave



2008 Issue 5   ��

the change, and communicates 
100 percent support for the model 
throughout all levels of the organization.

“Support for the structure, attention 
to the model, input, and buy-in must 
come from the highest level—the board 
and senior management,” notes Unhee 
Kim, System Vice President for Service 
Lines, Summa Health System, Akron, 
OH, an early adopter of the service line 
model. At Summa, service line planning 
and development evolves as part of the 
strategic planning process, and is stressed 
at the board level. Commitment to the 
model is reflected in a dedicated service 
line organizational structure, which 
includes Kim, who oversees all service 
lines, and a dedicated leader for each of 
Summa’s nine service lines.

“The dedicated management structure 
ensures that people are thinking and 
breathing service lines. Without that, it is 
so easy to be distracted with day-to-day 
operations and clinical responsibilities. The 
strategic planning, business development, 
and other components of the service lines 
will not receive the attention necessary to 
ensure success,” says Kim.

Collaboration is King
Effective service line models are also 
collaborative and multidisciplinary in 
nature. Clinical and patient care staff must 
be on board with service delivery and 
clinical improvement initiatives. And the 
service line leader has to be able to get 
needed support from areas like finance, 
planning, and marketing on a timely basis. 
In the case of health systems, service 
line leaders also need to have effective 
relationships with the chief executives of 
individual facilities within the system.

From a management perspective, 
matrix models and dual reporting 
relationships are common. Service line 
directors report to a vice president 
of patient care or the chief nursing 

officer in addition to a service line vice 
president, the chief operating officer, or 
directly to the CEO. Service lines often 
have both an administrative director and 
a physician director. Plus, regular meetings 
of multidisciplinary teams with direct or 
peripheral responsibility for service lines are a 
cornerstone of the model.

“It’s critical to get the right people involved 
and meeting regularly to review and update 
plans and talk about what each of the 
service lines is doing,” says Kim. Biweekly 
service line committee meetings at Summa 
include administrative and medical service 
line directors, Kim, and other system 
executives. Among those executives are the 
vice president of patient care, the system 
vice president of physician alignment, 
the vice president of medical affairs, and 
executive representation from each of the 
system’s six hospitals. 

Good Data, Good Business
The service line leader is expected to be 
the expert on the market and potential 
opportunities in his or her particular 
service line—and that requires good 
data. At Norton Healthcare, another 
early service line adopter, the planning 
department provides service line 
leaders with the necessary information 
to understand market demographics, 
services available, competitors’ activities, 
and the capabilities and resources of each 
of Norton’s facilities. 

Service line leaders receive monthly 
and quarterly reports on inpatient and 
outpatient activity and market share by 
service line for each Norton facility and by 
physician. “By tracking where patients are 
coming from and where different specialist 
physicians are practicing, the service line 

leader can better match the right services 
with each facility to avoid duplicating 
high cost services or technology and 
better focus capital dollars and staff 
expertise,” says Mary Jo Bean, Vice 
President of Planning and Business 
Analysis, Norton Healthcare. 

All that data feeds into service line 
selection, definition, planning, and 
evaluation, and is the foundation of a 
solid business plan, another must-have 
for service line success. “The business 
plan is the blueprint for laying out 
strategy,” notes Preston Gee, Senior 
Vice President, Strategic Planning and 
Marketing, Trinity Health, Novi, MI. 
“As part of it, the market, key players, 
where physicians are admitting, what 
the competition is doing, where 
your organization stands, and where 
opportunities lie are assessed. It 
sounds like Business 101, but it is still a 
Herculean feat for many organizations.”

Yet it’s a step that can’t be skipped 
when defining service lines and 
prioritizing areas for capital investment 
and resource allocation. “A hospital 
can’t assume that services like 
orthopedics or neurology that are 
generally profitable will make money in 
the local market,” advises Gee. “Instead, 

Continued on next page

Service Line Strategies



      Healthcare Strategy Alert!�

hard data on market share, profitability, 
and revenue growth should be used to 
identify the select three to four service 
lines that the organization will emphasize 
and dedicate capital and resources to. 
It’s also essential to define the specific 
services that fall into a service line in 
data-driven terms. Otherwise, it will be 
impossible to realistically evaluate what 
they contribute to your margin and what 
the real opportunities are.”

Many healthcare organizations have 
access to better data and more refined, 
more usable data systems that make 
it possible to pull this information 
together, but many do not. “Ultimately, 
a hospital or system needs a cost-
accounting system that can provide 
the bottom line measures needed to 
evaluate service-line specific return on 
investment and profit margin,” says Gee. 
“And unfortunately, not all healthcare 
organizations are there yet.”

Engage Physicians
Without physician support, a service line 
strategy is destined to fail. From the initial 
planning and decision-making to ongoing 
management and leadership, physicians 
should have a prominent role. 

“The first step is to identify a physician 
champion who buys into the model and 
is eager to help get it started and make it 
work,” says Vanaskie. “Next, identify how the 
model benefits physicians and their patients, 
and communicate those benefits so that 
everyone understands how the model 
works and why. When other physicians 
see that the model creates efficiencies and 
improves care processes, they’ll buy in too.”

For instance, at Vanaskie’s previous 
organization, a hip and knee product line 
within orthopedics was set up so that all 
hip and knee surgeries were performed 
on Mondays and Tuesdays, with patients 
discharged by Friday. For the orthopedic 
surgeons, the benefits included three 
days of uninterrupted office time on 
Wednesday through Friday and no need 
for rounding on patients in the program 
on weekends. “After seeing how the 
program worked for the orthopedic 

surgeons doing hip and knee replacements, 
our shoulder specialist asked if we could 
develop a similar shoulder repair program,” 
Vanaskie notes. “And the cardiovascular 
surgeons wanted to know what we could 
work out for their patients.”

Physician involvement in managing 
service lines will depend on the type 
of service line, the culture of the 
organization, and the individual skills 
physicians bring to the table. Service line 
leadership might be incorporated into the 
role of a medical director, or medical staff 
representatives might serve voluntarily 
on service line advisory committees. 
Alternatively, some organizations employ 
physicians full-time to work in tandem 
with administrative service line leaders. 
Even within an organization, the medical 
leadership structure may vary across 
service lines.

Regardless of the form physician leadership 
takes, it’s essential that administrative 
hospital leadership be cognizant of 
making it easy—and meaningful—for 
physicians to be involved.

At Summa, where service line leadership 
is part of the Medical Director’s role, 
Kim notes, “These are physicians who 
are still in clinical practice in addition to 
fulfilling administrative duties. Because 
their time is so valuable, the service 
line and hospital executives’ charge is 
to ensure that meetings are meaningful 
and a good use of everyone’s time.” 
Minutes from previous meetings and 
an agenda are shared in advance so that 
everyone comes to meetings prepared. 
Committees meet early in the morning, 
in the evening, or whenever physicians 
might have a break in their schedules. 
”We do whatever it takes to be inclusive 
and meet the needs of our physicians, as 
they are an integral part of service line 
initiatives,” Kim adds.

When physicians are volunteering their 
time for service line leadership, it’s even 
more important that they understand 
the value of their involvement. At 
Norton, physicians participate voluntarily 
on Service Line Advisory Committees 

Why “The 
Third Wave”? 
Preston Gee, author of two books on 
healthcare service line management, 
describes the evolution of interest in 
service lines as follows:

The first wave of interest in the 
late 1980s and early 1990s focused 
solely on marketing and promotion. 
Rich data sources and application of the 
business concepts necessary for service 
line success were lacking, but these 
initial efforts did lay the groundwork for 
future service line strategies.

The second wave, in the mid 
to late 1990s, was characterized by 
refinement of data and a realization 
that a service line model isn’t just 
an approach to marketing and 
advertising, but a structure for 
designing and managing service 
delivery. Improving clinical quality and 
performance was a major emphasis.

The third wave is more of a 
response to heightened competition 
and consumerism. Today, consumers 
are more engaged economically, 
philosophically, and intellectually in 
their healthcare decisions. They pay 
more attention to quality and price, and 
research their diseases and conditions. 
The service line model offers a way to 
provide services that are more in line 
with what consumers want. Further, 
this model can better compete with 
new, market-savvy competitors, 
including retail clinic operators and 
entrepreneurial physicians.

So what we are seeing now is more 
of a structured business approach 
to service line development. It 
involves a more sophisticated and 
systematic application of service 
line management principles, and 
recognizes the need for good strategy, 
strong physician partnerships, and 
effective market positioning. 

Preston Gee can be reached at 
geepr@trinity-health.org.

Continued from page 3
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to assist administrative leadership with 
strategic and quality improvement 
plans, recruiting, and capital acquisition. 
“Communicating information was key 
to getting physicians to want to be 
part of these efforts,” says Bean. “We 
post quality metrics on our Web site, 
and if there are problems, we need 
physicians to help improve them. 
Showing physicians the data so they 
see where the problems are, and asking 
for their help in prioritizing metrics 
for improvement, has really led to a 
collaborative effort and has facilitated 
clinical program development.”

Norton is also just beginning to 
incorporate accountability for 
meeting service and quality goals 
into contracts for medical directors. 
“Engaging physicians in service line 
quality improvement efforts, and 
tying compensation to results, forces 

the hospital to do more education of 
physicians,” adds Michael Esposito, 
System Vice President, Cardiovascular 
and Pulmonary Services, Norton 
Healthcare. “And that’s a big step toward 
improvement because often, if there are 
problems, it is because physicians don’t 
have the right information to make 
correct decisions.” 

The Prognosis
Given the benefits, service line strategies 
will continue to be pursued in healthcare. 
But transitioning to a service line model 
isn’t easy, and success won’t happen 
overnight. Realistically, healthcare 
strategists should expect one to two 
years before a model is fully operational, 
allowing adequate time for developing 
a plan, hiring administrators, orienting 
staff, and getting physician leaders 
to understand their roles. Healthcare 
organizations that invest time and 

resources in properly planning and 
implementing service line strategies, with 
the involvement of all stakeholders and 
adequate attention to cultural issues, are 
likely to be well-positioned to grow and 
succeed in their markets. 

 

Mary Jo Bean can be reached at  
maryjo.bean@nortonhealthcare.org.

Michael Esposito can be reached at 
michael.esposito@nortonhealthcare.org.

Preston Gee can be reached at  
geepr@trinity-health.org.

Unhee Kim can be reached at  
kimu@summa-health.org.

William Vanaskie can be reached at  
bill.vanaskie@hcs.maricopa.gov.

Sources



First Steps 
“We flirted with the idea of ‘service 
lines’ and ‘centers of excellence’ over 
the last two decades,” says Rick Miller, 
President and Chief Operating Officer. 
“But we didn’t really commit to a true 
service line structure until six years 
ago, when the need to upgrade our 
cardiothoracic services drove us to 
action. Knowing we needed to integrate 
and improve our services in order to 
recruit physician talent and compete 
effectively, we took the opportunity to 
revisit our organizational structure with 
the goal of developing a seamless care 
experience centered around the patient 
and family.”

The first step was to review industry 
literature and talk with other organizations 
with service line models. For benchmarking 
purposes, the planning team contacted the 
top 10 children’s hospitals in the US (NCH 
is the fifth largest) as well as administrators 
of other large acute care facilities in Ohio.

Next, NCH leadership collaborated 
with newly recruited physician leaders 
to develop the service line structure. 
Based on the research and discussions, a 
business plan for a service line model for 
heart care was developed.

In 2002, NCH launched the Heart Center. 
The service line combines responsibility 
for inpatient, outpatient, operating room, 
and diagnostic services, with corporate 

support from marketing, strategic planning, 
business development, and physician 
relations. Accountability was assigned to 
a new Vice President for Heart Services, 
who reports jointly to the Chief Operating 
Officer and the physician Chiefs of 
Cardiology and Cardiothoracic Surgery.

Lessons Learned
Not surprisingly, the major cultural 
changes required by the new model were 
met with some initial skepticism and 
resistance. “Reporting relationships, budget 
responsibilities, and titles were altered, 
and that made some people nervous,” 
explains Miller. “Since it was a completely 
new model, there were naturally some 
questions, confusion, rumors, and even 
some push-back. Plus, some members of 
the medical staff were concerned that the 
new service line was getting 
more than its fair share of scarce 
resources, creating a perception 
of ‘haves’ vs. ‘have-nots.’ In 
hindsight, it became obvious we 
had under-communicated our 
goals and plan when we rolled 
out the initial service line, which 
fueled rumors and uncertainty,” 

For example, it wasn’t always 
clear up front that the ultimate 
authority for decision-making 
rested with the new service 
line administrators. Confusion 
about reporting relationships 
and responsibilities caused 

some conflict among nurses and other 
clinical staff, and those issues needed to be 
resolved promptly.

NCH also learned that implementing 
a service line model takes a long time. 
Although the basic organizational structure 
was designed and launched in 12 months, 
it took approximately three years before 
the model was fully functional. The 
process involved bringing physicians and 
the leadership team up-to-speed in their 
new roles, crafting a strategic plan that 
describes the service line’s direction, 
and working through cultural changes. 
Continuous improvements are still being 
made, although the Heart Center is 
comprehensive and performing well in 
the market.

Service Line Benefits
According to Miller, the 
service line model offers 
multiple benefits. First, 
it facilitates a better 
patient experience. 
Patient care 
outcomes, 

E - x - p - a - n - d - i - n - g 
the Service Line Model

By Darcie Cross

Nationwide Children’s Hospital (NCH), Columbus, OH, established 
its first service line six years ago, and has since expanded the model in 
five additional clinical areas. But success with the model wasn’t easy 
or quick.  It involved continual attention after launch, learning from 
successes and mistakes, and an ongoing commitment to improving 
processes for each new service line implementation.

      Healthcare Strategy Alert!�



coordination of care across services, 
and customer service have been 
improved in ways valued by patients 
and their families, and this is reflected 
in satisfaction scores, volumes, and 
market share.

Second, the model improves leadership 
agility and decision-making speed. In the 
past, each aspect of the treatment path 
had separate managers, all of whom would 
have to agree on any proposed changes. 
“But now accountability is consolidated,” 
notes Miller, “so operational inefficiencies, 
conflicts, and ‘noise’ are reduced and we 
are able to act much more quickly.  Seeing 
the benefits, and having adapted to the 
huge cultural change, physicians and staff 
have embraced the model.”

Third, the service line framework helps 
focus strategies and growth tracking. 
At periodic “report-out” meetings, the 
CEO and service line leaders review key 
metrics, including volumes, quality, patient 
satisfaction, financial performance, and 
market share. “If a service line is struggling 
with volumes or other performance 
issues, the meetings provide a forum for 
brainstorming with senior leadership about 
causes and potential solutions,” Miller adds.

Expanding the Model
After three years of focusing on its Heart 

Center, the arrival of a new CEO in 2006 
prompted NCH to explore broader 
application of service line models.

To decide which services would be 
designated for deployment of the service 
line model, NCH sought additional 
physician feedback and analyzed patient 
populations in terms of size, scope, and 
how they might be best segmented, 
recognizing that not every segment is 
large enough to support the model. Five 
new service lines were selected, including:

◆ Hematology/Oncology 
◆ Neonatology 
◆ Gastroenterology 
◆ Neurosciences 
◆ Orthopedics

The next year was spent analyzing 
existing operations and creating a 
comprehensive plan for a second phase 
of service line reorganizations. With the 
help of an outside consultant, physician 
leaders and staff were educated on 
processes, terminology, and metrics 
used in service line structures. 
Concerted effort was made to engage 
leaders from the medical staff of more 
than 400 employed physicians to gain 
consensus on reporting relationships 
and budget and operations 
responsibility.

NCH then crafted a deliberate 
communications strategy for the 

roll-outs so that all stakeholders 
understood the purpose and 

plans. Meetings were held with 
key groups, beginning with 

physician leaders and executive 
staff, and then down 
the organizational chart 
to other physicians, 
department leaders, and 
staff. Each group heard 
the same 20-minute 
presentation, with the 
emphasis being informal 
discussion and providing 

ample time for questions and answers.  
“It was time-consuming, but necessary. 
Our transparency made the transitions 
smoother and helped bring people on 
board,” notes Miller.

All five new service lines were launched 
in late 2007 and early 2008. Although 
size and scale differ, important attributes 
of the model are consistent. Service line 
administrators always report jointly to 
the specialty physician leaders and either 
the Chief Operating Officer (COO) or 
the Chief Nursing Officer (CNO). Clinical 
areas with more inpatient activity, 
such as Hematology/Oncology, report 
through the CNO; those with more of an 
outpatient focus, such as Orthopedics, 
report to the COO. Service line 
administrators are either vice presidents 
or directors, depending on the size of the 
program. All of the programs currently 
have, or will soon have, financial 
reporting responsibility across the 
entire service line and a comprehensive 
strategic plan.

Looking Forward
Service lines have proven effective at 
NCH, and have helped the hospital 
manage growth, operations, and financial 
performance for complex patient services. 
“The traditional hospital organizational 
model simply doesn’t respond adequately 
to the need for physician involvement and 
ensuring that patients’ needs drive decision-
making,” concludes Miller. “Hospitals are 
getting more complex, customer service 
expectations are rising, and physicians 
want more involvement in planning and 
marketing of services. We will continue 
to explore conversions to service line 
management when it can improve the 
patient experience and contribute to 
organizational growth.”  

Source
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Rick Miller can be reached at 
rick.miller@nationwidechildrens.org.

atient care outcomes, coordination of care, and customer service 
have been improved in ways valued by patients and their families.P
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From Idea to Action
The journey started in March 2003 when 
a group of administrators, headed up by 
Cal Knight, Swedish’s President and Chief 
Operating Officer, sat down with a group 
of private practice orthopedic surgeons to 
talk about how they might work together 
to grow the service line. 

Those initial discussions formed the 
seeds of a vision of what orthopedic 
care at Swedish should be. The next step 
was to identify how best to achieve that 
vision. Certainly, demand for orthopedic 
and spine services at Swedish was strong, 
and growing, yet the medical center had 
not had dedicated orthopedic diagnostic 
and treatment space since its inception 
in 1910. “We dug into the data to 
determine whether a new facility would 
be needed to achieve our vision or 
whether we could do it another way. We 
looked at how Swedish was performing 

in orthopedics, including our market 
presence as well as the opportunities for 
improving the care process,” says Heidi 
Aylsworth, Administrative Director, 
Swedish Orthopedic Institute. “By the 
end of the first year, it was clear that a 
new facility was the only way to bring it 
all together.”

From there, financials were reviewed, a 
business plan was developed, and board 
approval for the new facility was secured 
at the end of 2005.

Physician Involvement
Physician involvement was 
integral to the vision, design, and 
implementation of  SOI. According to 
Aylsworth, orthopedic surgeons spent 
approximately 700 hours working with 
administrators and architects on the 
design, operational planning, and staff 
training for the facility.

An Orthopedic Steering Team was 
formed in 2003 to help design the new 
facility, and to provide medical guidance 
on operational issues for the orthopedic 
service line, which is headed up by 
Aylsworth along with James Crutcher, 
MD, Chief of Orthopedics. The team 
includes one member from each of the 
six physician groups (representing 54 
specialists) who provide orthopedic care 
at Swedish, as well as a representative from 
the anesthesiology group that serves SOI. 

During the crucial first year, the Steering 
Team met every second week, at 6:30 a.m., 
to review information and share input. The 
team met monthly after that, and continues 
to do so even today. “These monthly 
meetings will continue in perpetuity,” 
Aylsworth notes. “The team model is not 
only a way for physicians to have input, 
which is highly valued, it’s also an effective 
way to communicate information back to 
all of the other physicians.”

Although SOI started out initially as a joint 
venture, a national moratorium on such 
arrangements forced Swedish to change 
course. “We wanted to move forward, 
so we proceeded with development of 
the Institute as fully hospital-owned,” 
says Aylsworth. Still, other partnership 

Five and a half years ago, executive leadership and  
orthopedic surgeons at Swedish Medical Center, Seattle, WA, 
embarked on a collaborative journey. The goals? To offer a 
better orthopedic experience and, in turn, grow volume. The 
result? The new Swedish Orthopedic Institute (SOI), a  
specialized orthopedic facility that is the first of its kind in 
the Pacific Northwest and one of the largest in the US.

A Journey in Collaboration
Creating a Patient-centered Orthopedic Institute

By Debbie Reczynski
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arrangements emerged. The orthopedic 
groups formed a limited liability corporation 
(LLC) and through this entity, they are paid 
by Swedish for the time they devote to 
providing medical direction for the facility. 
“Instead of paying a medical director, we 
contract with the LLC for these services,” 
Aylsworth explains. “In addition, one 
physician group decided that they wanted 
to ‘live’ in the building. So a 6th and 7th 
floor were added on to provide medical 
office space that is leased to the group.”

Broad-based Input Yields Results
It wasn’t just physicians who had input 
into the design of SOI; nurses and other 
clinical staff who would be working in 
the building were also involved. “We 
included every level—staff nurses, 
therapists, supervisors, managers, 
directors—along with surgeons and 
anesthesiologists,” Aylsworth notes. 
“And rather than meeting separately 
with each of the different groups, we 
put everyone in one room together. This 
created a teamwork mentality and got 
all stakeholders talking at the same time, 
allowing for an active interchange of 
ideas and different perspectives.”

Patients provided input as well. Aylsworth 
and her team talked with orthopedic 
patients who were in the hospital during the 
design process, and their families, about: 

◆ What they liked and didn’t like about 
their rooms and the unit. 
◆ What they would do better if they 

were designing the room and nursing 
unit from scratch. 
◆ What they liked and didn’t like about 
the pre-surgical education process. 
◆ Which processes related to their 
hospitalization went well, and which 
should be improved.

Aylsworth credits the broad solicitation of 
input as an essential element in delivering 
a facility that lives up to everyone’s 
expectations. By bringing all orthopedic 
services and many spine services together 
under one new roof, care has been vastly 
streamlined. Physicians and staff have 
access to the latest in medical technology 
and information systems, and patient 
spaces have been designed to produce far 
better flow from pre-surgical testing and 
education all the way to discharge.

“Physicians, nurses, and other staff all say ‘this 
is what we wanted; the vision was indeed 
executed’,” says Aylsworth. “That would not 
have happened if the people who created 
the vision had not spent five and a half years 
working diligently to re-think processes, bring 
in all perspectives, come up with a workable 
business plan, and make it a reality.”

Patients Like It, Too
For patients, SOI offers an experience that 
is unlike a traditional hospital stay. SOI is 
closer to the birthing suite model, where 
families can be with the patient in a 
natural environment. Patients have access 
to extensive clinical education and rooms 
that feature wireless Internet access, DVD 

players, flat-screen televisions, and room 
service-style food service. The unique 
environment also allows patients to get 
up, move around, exercise, and socialize 
with others during recovery, not stay 
isolated in their rooms.

And patients have responded positively. 
“I’m amazed at the amount of volume 
we’ve seen so far,” says Aylsworth. “We are 
doing over 100 surgeries each week. All of 
the rooms are single, private rooms, and 
patients are thrilled with the brand new, 
sparkling clean facility. We had thousands 
of people come through open houses 
in the weeks prior to SOI’s opening, and 
people are definitely looking at Swedish as 
a destination for orthopedics.”

That’s good news not only for the hospital, 
but for its orthopedic surgeons as well. 

 

Heidi Aylsworth can be reached at  
heidi.aylsworth@swedish.org.

Swedish 
Orthopedic 
Institute at a 
Glance 
Swedish Orthopedic Institute (SOI) 
admitted its first patients on June 
23, 2008, and has been bustling 
ever since. The 372,000-square-
foot facility has 11 stories—with 
five floors devoted to patient care, 
two for medical offices, and four 
for underground parking. Key 
elements include: 

◆ 84 new inpatient beds (28 on 
each of three floors) 
◆ 10 dedicated orthopedic 
operating rooms 
◆ 15 pre-operating/stage-2 
recovery beds 
◆ 13 post-anesthesia care unit 
(PACU) beds  
◆ Outpatient pharmacy 
◆ Pre-admission areas, conference 
rooms, and a café

Source
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In the highly complex world of cancer care, an integrated, 
multidisciplinary approach to patient treatment is a must.  
But the challenges of hardwiring a wide spectrum of cancer 
care providers into an integrated service line are formidable.  
Sutter Health’s experiences in developing a Regional Cancer 
Institute offer some lessons for overcoming those challenges.

“Cancer patients often experience 
agonizing waits for care as they coordinate 
referrals and appointments among 
many, fragmented types of providers,” 
notes Gregory Graves, MD, a surgical 
oncologist and Medical Director of the 
Sutter Regional Cancer Institute in northern 
California. “Hospital systems urgently 
need mechanisms that focus around 
the immediate needs of the patient and 
streamline and improve the interdependent 
processes in the cancer service line.”

Among the issues to be resolved in 
devising a more integrated and patient-
centered approach to cancer care are: 
How should operations, technology, and 
leadership be organized?  How can the 
system engage physicians in partnerships?  
Will providers agree on standardized 

treatment patterns? And will the new 
model be sustainable?

Sutter Health spent 16 months addressing 
these issues as it planned, designed, and 
launched the Sutter Regional Cancer Institute.  
Centered in the Sacramento Sierra Region, 
the program comprises four hospitals; 
several outpatient facilities, including two 
Sutter Cancer Centers; laboratory; imaging; 
pathology; primary care physicians; and 
medical, surgical, and radiation oncologists.  
Although the network is relatively new (it was 
formally launched in December 2007) and 
still evolving, Sutter’s steps toward integration 
provide insights for others contemplating 
regional cancer programs.

Step 1: Evaluate Resources
“A key objective of the network is 

to align services and resources, with 
patients’ needs as our guide.  We have 
many access points and destinations 
for treatment, so the first step was to 
decide what we would offer and where 
it would be located,” says Margaret 
Mette, Administrator, Cardiovascular 
and Oncology Services, Sutter Health 
Sacramento Sierra Region. To begin, 
the planning team created a “delivery 
placement grid” listing the services and 
technology currently offered at each 
Sutter location. The matrix guided 
decisions regarding which services would 
be consistently available for standardized 
care at all sites, and which would not 
be duplicated. “Because expensive 
technologies, such as gamma knife, 
would be offered in only one location, 
a process for delivering those services 
smoothly and efficiently while retaining 
patients in the network had to be 
identified,” adds Mette.

Step 2: Create a Framework
To organize the program, Sutter opted for 
an academic model, which brings together 
physicians, resources, and operations based 
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Building a 
Framework

A Regional Cancer Care Model
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on tumor-site specific care. Seven tumor 
sites, collectively representing 80 percent of 
cancer volume, were selected: 
 
◆ Breast 
◆ Gastrointestinal 
◆ Genitourinary 
◆ Gynecological 
◆ Lung 
◆ Sarcoma 
◆ Bone marrow transplant/liquid tumors

Step 3: Team Up to Leverage 
Expertise
Sutter convened multidisciplinary teams 
of clinical experts and operational staff 
for each tumor site to focus and leverage 
their specialized training on treating 
specific types of cancer. Each team 
created charter objectives, reviewed 
clinical protocols and processes, and met 
to define a desired future state based 
on quality and integration. Physician 
champions selected for each team helped 
generate the enthusiasm needed to bring 
other physicians to the table.

Step 4: Map Care Processes
Tumor site teams held meetings with 
physicians, clinical staff, financial 
counselors, business office staff, nurses, 
technicians, and others involved in care 
to study the current state and define new 
sequencing that would move patients 
more efficiently through the system. 
“Some clinical pathways were in place, 
and utilization experts had looked at 
length of stay,” explains Mette. “But we 
needed to create standardized processes 
for transition points in the patient 
pathway, including access, pre-admission, 
information flow, transfer, discharge, and 
the revenue cycle.” To that end, teams 
explored such questions as “What do we 
want the breast tumor site team to do?” 
and “What do we want a breast clinic to 
look like?”

Step 5: Refine Processes
After formulating suggestions for a 
generic design, each tumor site team held 
brown bag sessions where the proposed 
new processes were posted on a board 
and vetted by internal multidisciplinary 
experts. The review groups determined 
what would work, pointed out errors, and 
helped further refine the process.

Step 6: Define a Unique  
Model of Care
Once processes were mapped and refined 
at one hospital, the next step was to map 
the same processes at other network 
hospitals and sites to see if they differed 
across locations. “The purpose of the 
comparison wasn’t to suggest that any 
site was right or  wrong, but rather to 
come to agreement on how to merge and 
coordinate processes region-wide,” says 
Mette. To resolve differences of opinion, 
the guiding principle was ‘how do we serve 
the patient best?’ The end result was a 
“Unique Model of Care” to deploy across 
the region so that patients would receive 
the same standard of care regardless of 
which network site they visited.

The All-Encompassing Step:  
Engage Physicians 
Sutter’s regional cancer network 
incorporates independent physicians 
as well as employed medical groups.  
Engaging employed physicians has 
been easier, while progress with private 
practice physicians has gone slower 
than anticipated.

“Employed and private practice doctors 
sometimes have different perspectives, 
such as the perception that the employed 
physicians are treated better by the 
hospital, receive newer technology, and 
have fewer operational problems,” Graves 
notes. The tension has created some 
challenges for Sutter’s planning teams.  
Plus, planners are still devising solutions 
for physicians who choose not to develop 
partnerships with the network because 
they wish to practice medicine more 

traditionally, are concerned about caring 
for cancer types not represented in the 
tumor site groups, or fear that they are 
giving up control to the hospital and 
want to know what they will get in return.

“Resolving those kinds of issues might not 
be easy or quick, but it’s essential,” adds 
Graves. “The key is to set aside defensive 
postures and work together strategically, 
in an integrated fashion. Then it becomes 
clear to the parties involved that the 
collaboration results in optimal care that 
benefits the patient.”

What Lies Ahead?
Looking to the future, Sutter leadership 
has ambitious goals for the Regional 
Cancer Network. These include making 
the network more comprehensive; offering 
new and expanded clinical advances 
within cancer care, such as molecular 
pathology and DNA microarray analysis; 
and achieving designation as an American 
College of Surgeons Network Cancer 
Program. Concludes Mette, “Our objective 
is to expand and perfect our network, one 
step at a time. It’s a constant process of 
change to build trust, consistency, and a 
model for success, but it is critical if we are 
serious about putting the patient’s needs in 
the center of our care.” 

Gregory Graves, MD can be reached at 
gravesg@sutterhealth.org.

Margaret Mette can be reached at 
mettem@sutterhealth.org.
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Recent research from New Heights 
Group, in collaboration with the 
Forum for Healthcare Strategists, 

indicates that there is a lot of variation 
in how healthcare organizations are 
interpreting and implementing the service 
line concept. 

“In an online survey of healthcare 
executives with service line 
responsibilities, we found that service 
line management means something 
different to everyone you talk to,” 
says Cecily Lohmar, Principal, New 
Heights Group, Huntersville, NC.  “As 
healthcare executives move forward 
with implementing service line models, 
a better understanding of what it is and 
isn’t will be essential.”

Lohmar highlights three key challenges 
facing healthcare executives.

1  Service lines remain more a staff 
function than a line function. “By 

and large, healthcare service line managers 
are responsible for such functions as 
planning, new service development, 
assessing technology, and physician 
relations. But they do not have line 
authority over operational functions that 
affect efficiency, quality, costs, and growth 
of the service or product, as service line 
leaders outside of healthcare do,” explains 
Lohmar. For instance, service line leaders 
at Saturn oversee everything involved 
in producing a car—from research to 
developing the design to building the 
automobile. Healthcare executives are 
struggling with how to incorporate 
operations into the service line leader’s 
role so that they can realize the full 
potential of the model. 

2 Matrix management structures 
are not well understood or 

supported, but they are key to 
success. By pursuing a service line 
strategy, organizational leadership 
is inherently agreeing to a change 
in organizational structure. Yet the 
change often is not explained well, 
so it is not supported. “From the top 
down, time and energy must be spent 
explaining how the service line model 
is going to play out, how the service 
line leader’s role differs from that of 
a department director, and what the 

expectations are of all stakeholders,” 
says Lohmar. “Otherwise, a service line 
strategy is going to be bumping up 
against problems everywhere because 
people aren’t going to understand its 
importance or how it relates to other 
responsibilities.” 

3 Focus on the right things. 
Healthcare organizations generally 

report that growth is the primary driving 
objective for service line management, 
and the emphasis is on marketing, 
physician relations, and business 
development. Outside of healthcare, the 
focus is on getting the product under 
control—improving operational efficiency, 
product consistency, quality, and financial 
performance—before attempting to 
grow the line. “You can’t grow a service 
or product if you can’t deliver on quality, 
convenience, or other attributes the 
market is seeking. Senior healthcare 
executives don’t always take this into 
consideration when they establish service 
line goals,” Lohmar notes. “Unless the focus 
is on creating a valuable product first, and 
growth second, a service line model isn’t 
going to succeed.”  

Cecily Lohmar can be reached at  
cecily@reach-newheights.com.

Service Line 
Challenges
Survey Offers Insights

               To learn more: 
                   Order a CD-ROM of  
             Customer Based 
Marketing Strategies: 
Thirteenth National Forum to 
hear more about the survey. 
Visit healthcarestrategy.com/
audiotapes/main.asp. 

By Debbie Reczynski

Source
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Russ Sesto 
Formerly Physician Liaison 
Manager, UW Health, has 
been named Director, 
Physician Relations, 

Affinity Health System, Menasha, WI. 

Executives on 
the Move

Preston Gee 
Formerly Senior Director, 
Phase 2 Consulting, has 
been named Senior 
Vice President, Strategic 

Planning and Marketing, Trinity Health, 
Novi, MI.

Neal Linkon 
Formerly Manager, Web 
Communications, Aurora 
Health Care, is now 
Senior Vice President, 

Greystone.Net, Atlanta, GA.

Let us know about your recent career move! E-mail the Forum at contact@healthcarestrategy.com.

Service Lines Bring a Sharper Focus to Growth
Because service lines are so variable in terms of volume and volume growth, focus is required when choosing targeted growth areas. 
Surgical cases are generally more profitable than medical cases, so only by drilling down to service lines does the targeted growth get 
the attention needed for clinical, financial, and market planning. Note that, while cardiology, neurology, orthopedics, and oncology 
tend to be thought of as the ‘big four’ service lines, growth between 2003 and 2006 was fastest for nephrology.

Changes in Discharges by Service Lines 2003-2006

General Medicine 
Gastroenterology 
Psychiatry 
Nephrology 
Orthopedics 
Hematology/Oncology 
General Surgery 
Neonatology 
Neurology 
Cardiology 
Cardiac Surgery 
Gynecology

+13% 
+12% 
+13% 
+58% 
+9% 
+15% 
+5% 
+11% 
+8% 
+1% 
-3% 
-7%

Source: ACTracker® 2007, ©2008 Thomson Reuters
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Many hospitals and health 
systems have recognized the 
value of service lines as a way 

to organize fragmented clinical care into 
something more easily marketable to 
consumers. While many service lines have 
succeeded in growing volumes, far more 
have underperformed expectations and 
not delivered growth commensurate 
with the resources devoted to their 
success. Powerful service lines transform 
the market, and are built on three core 
elements: differentiation, segmentation, 
and invention.

1 Differentiate Your  
Core Position

Good service line strategies begin with a 

clearly differentiated core position that 
spells out how consumers experience 
your service differently from that 
offered by your competitors, thereby 
creating a market advantage. Although 
most healthcare strategists understand 
this concept, it often breaks down in 
the development of service lines. Yet, 
differentiation is especially important 
in the success of service lines as they 
become a more mature model for 
organizing care.

Most markets today have competing 
lines in key profitable segments, including 
cancer, heart, women’s services, and 
orthopedics. Service line leaders often 
position these lines based on “what they 

do” and press marketing to emphasize 
promotion of physician hires, the opening 
of new sites, or acquisition of new 
technology as proxies for differentiation. 
In fact, these features are easily replicated 
and create only short-term advantage. 
Often, they spark an “arms race” that 
results in misguided and occasionally 
panicked advertising, overpaying for 
physician practices, and ill-advised 
spending on technology acquisition.

A more sustainable approach is to 
differentiate based on core positioning. 
For instance, Fauquier Health System, 
Warrenton, VA, framed its core position 
around personalized care. Consistent with 
this position, Fauquier Health respects 

Driving Market Change through 
Differentiation and Segmentation

BY Michael Eaton
Vice President of Consulting Services 
The Strategy Group 
Norfolk, VA 
He can be reached at eaton@thestrategygroup.com.
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the unique physical, mental, and lifestyle 
needs of its patients and tries to deliver 
individualized care by involving patients in 
decisions regarding their care. Specifically:

◆ The medical staff provides inform-
ation so patients can learn as much 
as they want about their illness, test 
results, and medication. 
◆ Patients are given the opportunity to 
sit with a member of the clinical staff to 
review their charts and medical records 
and are encouraged to ask questions. 
◆ Doctors and nurses are trained to 
really listen and fully answer questions 
so patients completely understand the 
healthcare they’re receiving.

These attributes are being used to re-
think service delivery across clinical lines. 
A cross-functional team is designing 
operational elements from on-boarding 
to patient flow and facility design to 
support these core attributes and create 
a new “Fauquier Health experience” that 
differentiates the system’s service lines 
from those of competitors. 

2 Focus on Unique  
Segments and Niches

Targeting consumer segments is the most 
effective means of changing the distribution 
of business and moving market share, 
especially in mature markets. Unfortunately, 
many healthcare organizations build service 
lines around medical specialties, organs, 
and disease groups. This approach ignores 
the realities of patients with co-morbid 
conditions and clinical needs that are more 
commonly framed and aligned by stages of 
life rather than the conventions of medical 
specialties. Focusing on stage of life segments 
with clusters of commonly co-morbid 
conditions and attitudinal approaches to 
getting healthy and staying well can enable 
healthcare organizations to create service line 
offerings that more accurately match how 
consumers shop for care.

For example, when Fauquier Health was 
building a market-entry strategy for a 
secondary service area, it identified a 

priority demographic segment of mid-life 
women with clusters of cardiovascular, 
respiratory, and digestive conditions. 
Rather than structuring a go-to-market 
strategy around traditional disease-
specific lines, Fauquier is building a mid-
life women’s focus that leverages internal 
medicine as the interface with specialists 
and programs to target these co-morbid 
conditions.  Services and service delivery 
options are designed around the needs 
and attitudinal characteristics of this 
stage of life segment of women who 
are high performers managing careers 
and families (children and aging adults). 
Research indicated that these women 
value being informed and engaged with 
their providers in all aspects of their care, 
and need service delivery models that 
fit their busy schedules. The mid-life 
women’s focus in essence becomes an 
interface to the market that addresses 
these attitudinal elements and unique 
clinical needs.

3 Invent New Delivery Models
Healthcare organizations often focus 

first on assembling the pieces of a service 
line, and then attempt to construct a 
consumer-centric delivery model from 
existing systems. But a more inventive 
and effective approach would be to 
start with a “clean sheet” and develop 
new service delivery models that 
revolve around the needs, values, and 
preferences of core segments—and then 
assemble the clinical and operational 
pieces to deliver on the model.

Consider convenience. The fact that 
consumers value convenience seems 
self-evident, and most service line leaders 
will tell you that they are responding 
with more convenient sites and hours 
of operation.  But, there’s more to 
convenience than those two elements. 
Consumers have become accustomed to 
web-enabled, on-demand information, 
shopping, and scheduling; paperless 
billing options; and mobile responses. 
When consumers can access their 
bank accounts over a mobile phone to 

transfer funds in the middle of the night, 
waiting days to get a phone call about 
lab results is unacceptable. Waiting until 
the doctor’s office opens at 8:30 a.m. to 
make an appointment is a hassle. Sifting 
through a pile of hard-copy statements 
is a challenge for consumers increasingly 
comfortable with point-and-click 
payments of bills.

Service line leaders must develop a 
broader perspective on convenience 
and understand the critical role that 
technology plays in answering consumer 
expectations of accessible care. Indeed, 
technology presents a whole new 
realm of opportunity for inventing and 
differentiating service lines. Among 
the technology-enabled lines Fauquier 
Health is exploring are web-enabled 
services for commuters. Average 
commute times in its primary market 
are long; a high percentage of residents 
travel outside the county each day for 
work. Using technology, Fauquier is 
exploring “web check-in” for patient visits, 
mobile messaging, and other means of 
connecting with busy customers as part 
of its personalized care core positioning.

Take Action
In short, repositioning service lines for 
success starts with consideration of three 
critical questions: 
 
◆ What is our core positioning, and does 
it create meaningful separation from our 
competitors? 
◆ How would our service lines look 
different if we organized around a 
segmentation strategy focused on 
stages of life, rather than disease groups 
or specialties? 
◆ Are we innovators or imitators, and what 
will it take to create a culture of invention?

A candid and focused discussion on those 
three questions will start a process that, 
followed to its logical end, will create a 
more powerful competitive position for 
your service line, and result in top line 
revenue and volume growth.  

Driving Market Change through 
Differentiation and Segmentation

ood service line strategies begin with a clearly differentiated core 
position that spells out how consumers experience your service.G



Publisher 
Judith S. Neiman 
jneiman@healthcarestrategy.com

Editor 
Debbie Reczynski 
dreczynski@healthcarestrategy.com

Contributing Writer 
Darcie Cross 
darcie.cross@comcast.net

Healthcare Strategy

Editorial Coordinator 
Elizabeth Safranek 
esafranek@healthcarestrategy.com

Marketing Manager 
Jennifer Pense 
jpense@healthcarestrategy.com

Healthcare Strategy Alert is published by the  
Forum for Healthcare Strategists.  
980 North Michigan Avenue, Suite 1260 
Chicago, IL 60611 
Telephone: 312.440.9080 
Fax: 312.440.9089 
Online: www.healthcarestrategy.com 
Annual Subscription Rate: $250 
 

Send comments, submissions,  
subscription, and photocopy requests  
to: contact@healthcarestrategy.com or  
via fax 312.440.9089.

© 2008. Forum for Healthcare Strategists.  
All rights reserved. Printed in the U.S.

Be the source  
women trust
It’s well known that women are the primary health care decision  

makers in their families. Coffey Communications, Inc., offers a selection 

of products designed to help your hospital reach women at every point 

in their lives. Filled with engaging, research-based content, Coffey’s 

custom publications and interactive websites will position your hospital 

as a woman’s first choice for trusted health information. 

To request samples or learn more about Coffey’s  

products and services, call 1.800.253.2030 or  

visit www.coffeycomm.com.

  Reach out to women with  
  custom publications and interactive websites.


