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You’ve all heard the futurists – medical imaging is one
of the most rapidly growing and profitable areas in
health care.  Yet hospitals are finding it increasingly
difficult to capitalize on this growth.  Competition is
coming from all sides, including for-profit imaging
companies, radiologists, and cardiology and orthopedic
practices.  At the same time, consumers are demanding
greater convenience, making it even more difficult for
hospitals to compete.  Strategies that build on the same
old ways may not serve hospitals adequately in a
changing market.

Before understanding the opportunities in imaging, it is
important to fully grasp that imaging is rapidly becom-
ing a commodity service.  This trend is being fueled by
the following factors:
 Teleradiology or picture archiving and communi-

cation systems (PACS) are breaking down geo-
graphic boundaries and opening markets to greater
competition.

 Non-radiology providers, such as cardiologists and
orthopedic surgeons, are bringing imaging tech-
nology into their office practices.

 Access to capital is driving the growth of
radiologist-owned imaging centers.

 Payers are favoring lower cost and more conven-
ient freestanding centers, which significantly affects
hospital-based outpatient services.

Thus, the conundrum many hospitals today face is how
to capitalize on the opportunities inherent in this high-
growth service, especially in light of:
 Competition from both physician-owned imaging

centers and national freestanding for-profit centers.
 Empowered (and capitalized) radiologists who

seemingly don’t need hospitals.
 Competing capital needs within hospital walls.
 Staff scarcity, especially a lack of technicians to

meet present needs.

New technologies are bringing with them opportunities
for new and different imaging initiatives.  Historically,
imaging strategies have centered on institution-based
services, with the focus on facilities and volume.  The
traditional approach often positions the hospital as the
market follower, a defensive position that allows physi-
cians and others to drive the market.

A more proactive strategy can position the hospital as
the leader, or market maker, defining the market rather
than being defined by it.  One market-maker strategy
worth considering is that of the imaging supplier or
contractor.  Most hospitals have one or more contracts
with specialty providers to outsource select services
such as dietary, housekeeping, behavioral health, or
rehabilitation.  However, very few hospitals provide
such services on a contract basis to other facilities.
Imaging may offer an opportunity to play this new role
and create new market opportunities.

For imaging, the concept is relatively simple: Dissect
imaging into its component parts and sell the service or
“parts” to the market.  The strategy brings both ben-
efits and risks and requires agreement with the follow-
ing assumptions:

 Your hospital can’t stop the trend toward
physician-owned imaging, but you can adjust your
strategy to minimize the negative impact.  Most
providers have acknowledged the trend, but not
many have devised strategies to minimize the
negative effect.

 Your facility can’t control the referral stream, but it
can leverage its strengths to remain a key player in
the market.  Hospitals possess considerable
strengths compared with much of the competition,
but they have not leveraged these strengths in non-
traditional ways.

 Your organization has the resources necessary to
capture significant pieces of the imaging market.  If
hospitals can think like entrepreneurs, new oppor-
tunities will arise in imaging that enable them to
maintain a strong and profitable presence in
imaging.

 Your resources are of considerable value to those
seeking to “grow their own.”  Although physicians
are increasingly interested in developing their own
imaging capabilities, they will still be challenged
with staffing, interpreting exams, keeping tech-
nology current, and other issues that affect all pro-
viders.  Hospitals typically have the greater depth
of resources that can be leveraged in a contracting
strategy.

 It is better to own a piece of the pie than none at
all.  Providers are often reluctant to acknowledge
this point.  Doing so, however, can open up
numerous new ways of looking at the market.

The first step in evaluating the potential for contracting
opportunities is to understand your organization’s
abilities in each of the following areas of imaging
services.



 Staff
 Equipment
 Records
 PACS
 Interpretations
 Storage/retrieval

Each of these areas represents a potential contracting
opportunity.
 Use the ability to attract technical staff to a hospital

or large group as a mechanism for offering staffing
services to other providers.

 Use the organization’s financial resources to serve
as a capital partner for others or to expand into
mobile services.

 Lease equipment to other providers (including
physicians) to control competition and open an
opportunity for the purchase of newer equipment
for hospital services.

 Use information technology to expand market
reach for PACS and record storage.

 Use specialty-trained radiologists to support or
staff other providers.

A case example
One organization evaluated this new business strategy
for its hospital/radiology group joint venture and iden-
tified a host of new market initiatives that could lead to
new business as well as address area competition more
proactively.  The organization could:

 Approach physician groups offering lease arrange-
ments (time or equipment) for the joint venture’s
imaging services.  This arrangement would give
physician groups the revenue they were seeking
and minimize their capital investment.  The joint
venture wins by “staying in the game” rather than
losing the market outright.

 Market imaging services, and individual service
components, to a large and mostly rural region.
This was a dramatic shift from the traditional ap-
proach of marketing modalities only.  Some of the
non-modality based offerings, such as financing,
leasing, and staffing, were of considerably more
value to rural providers trying to maintain volume
in their communities.

 Market PACS services in a larger geographic area
than served by the hospital.  PACS services need
not be limited to the hospital’s service area and can
be a revenue and market entry opportunity.  For
example, a hospital system could repackage PACS
and other services to address the needs of rural
providers for financing and communication/
information technology assistance.

 Pursue a strategy that leverages the hospital’s high
quality and strong market position to gain payer
contracts as a preferred provider.  An aggressive
approach with payers could work to the hospital’s
advantage by facilitating anticipated limits on
physician-owned imaging.

 Develop a regional strategy to link the hospital/
radiology group joint venture with rural providers.
Doing so would increase market draw to the re-
gional referral center beyond imaging as well as
prevent other providers from entering these mar-
kets.  The strategy encompasses:
 Equipment leases and sales
 Joint ventures in equipment and services
 Mobile imaging
 Technician pool
 PACS

 Leverage the joint venture’s technology applica-
tions and quality standards to differentiate it from
physician-owned services.  Hospitals and radiology
groups often employ higher standards of imaging
than centers owned by non-radiologists, and a
contracting strategy reinforces this feature.

Understanding the incremental gain
Although it may be hard to justify these strategies while
the current imaging volume is at risk, a more open-
minded approach suggests that the long-term gain can
be well worth the endeavor.  Some benefits to consider:

 An expanded market area and increased regional
presence.  Contracting initiatives can strengthen
relationships with referring hospitals and physi-
cians.

 A market less attractive for competitors.  A con-
tracting strategy levels the playing field for hospi-
tals and much of their competition.

 Better preparation for weathering market shifts
resulting from payment and regulatory changes.  By
diversifying its portfolio of imaging services, a hos-
pital is better positioned to adapt to change.

 Facilitation of more appropriate use of technology
in the community.

 Standardization of clinical quality and applications.

 Minimization of revenue loss to competitors by
developing new lines of business and diversifying
the revenue stream to decrease reliance on mo-
dalities.  Specific strategies such as equipment
leasing enable a hospital to gain revenue that may
have otherwise been lost.



 Control of destiny.  A strategy of selling imaging
services to others allows providers to act pro-
actively, rather than staying on the defensive.

Analyzing the opportunity quantitatively requires
looking at each service independently.  In the above
referenced case example, projections of future volumes
in the market identified opportunities for equipment or
staff leasing.  The joint venture had ample equipment
and could lease older machines to outlying hospitals or
physician offices.  Furthermore, the joint venture group
had a much easier time recruiting and retaining staff
than other smaller providers, so developing a staffing
pool presented a considerable opportunity.  Equipment
and staffing opportunities identified through volume
projections are shown below.

New Studies by 2008 Equipment Staff
10,000 X-rays 1-2 machines 1+ tech
10,000 CT Scans 1 machine 1+ tech
5,000 Ultrasounds 2 machines 2+ techs
2,500 Nuclear Studies 1 machine 1+ tech
7,000 MRIs 1-2 machines 1+ tech
12,000 Mammograms 4 machines 4+ techs

To determine whether a contracting strategy is appro-
priate for your organization, start by reviewing this list
of key considerations:

 Market considerations

 Presence or potential threat of physician-
owned imaging.  If there are many imaging
services owned by physicians other than radi-
ologists, you may have an opportunity to lease
equipment, staff, or clinical expertise to them.

 Level of market capacity.  The management of
surplus or insufficient imaging capabilities in
the market should be an important considera-
tion in your imaging strategy.  The more vol-
ume in the market, the more competition and
potentially the less favorable the position of
the hospital.

 Level of competition from providers new to
the market.  If the market has already been
infiltrated by outside imaging companies (or
even large, entrepreneurial radiology groups),
then the contracting concept is not likely to be
a promising one.

 Payer interest in cost and utilization.  Any
interest on the part of payers to manage
imaging utilization suggests an opportunity for
a hospital or hospital/radiology joint venture.
Most radiology groups can compete quite ef-

fectively with physician-operated imaging on
the basis of service and quality.

 Surrounding hospitals seeking to expand their
imaging continuum.  As all hospitals look to
enlarge their scope of imaging services, op-
portunities arise for joint ventures to facilitate
this expansion and retain a piece of an other-
wise lost market.

 Internal considerations

 Valued product.  Contracting is only as effec-
tive as the product.  The presence of a product
valued by the market is the strategy’s corner-
stone.

 Growth/market share patterns.  Understand-
ing historical patterns of use is important in
determining potential opportunities and
threats.

 Joint venture relationships and trust among
partners.  If a contracting strategy is pursued
by a joint venture, it is imperative that the rela-
tionship is a strong one based on trust.

 Capital/technology position.  If the strategy
involves financing services, the availability of
funding or equipment is key.

 Strong champion.  As is the case with most
clinical strategies, a physician champion is a
key ingredient for success.

Considerable changes lie ahead in the delivery of
imaging services.  Rather than take a defensive position,
hospitals and hospital/radiology joint ventures would
be better served anticipating trends and identifying cor-
responding opportunities.  Contracting imaging serv-
ices to other providers may be one such opportunity
that can provide the following benefits:

 Greater control over market dynamics.

 Potential to capitalize on the full breadth and depth
of opportunities in imaging.

 Ability to expand beyond your current geographic
market.
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