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Market Memo:

Developing a successful product line strategy

By Beau Keyte, BSE, MBA, and Howard Gershon, FAAHC

roduct line strategies in health care can encom-

pass all the interventions of disease manage-

ment, thus positioning providers to accept and

manage risk contracts. Unfortunately, many
health systems are having difficulty identifying, rational-
izing, organizing, and managing product lines from a
system perspective. However, it is possible to rationalize
and initiate a strategic focus in product line management
by simply defining and working around some common mis-
conceptions regarding product lines.

Defining a product line

The product line concept is a business approach borrowed
from other industries that have used it to design, organize,
and manage a distinctive portion of their enterprises. The
concept involves the deployment of dedicated and shared
resources which transform a product into something the
market values.

When is a product line not a product line?
As the industry begins to adopt product line management
strategies, one point of confusion is that providers frequently
confuse product lines with revenue centers (such as surgery),
specific delivery settings (such as ambulatory), or even tar-
geted population groups (such as women or the elderly).
Revenue centers—Within surgical services, every
patient must go through the operating room. While the
OR can still be considered a revenue center in many mar-
kets, many systems mistake this for a product line. In
reality, the OR is just one step in an acute care episode,
with several product lines passing through, as shown in
Figure 3. A similar automotive industry analogy would be
component manufacturing, which includes welding as a
process step for many of the different components within a
plant. However, welding is not considered a product line.
When viewing ORs as one step in an intervention, it
makes no difference whether the OR

Consider, for instance, the

is a stand-alone facility, is a same-

automobile industry, where a
product line such as sport utility
vehicles proceeds through sev-
eral steps before ending up on a
showroom floor (see Figure 1).
Similarly, product lines in health
care employ interventions that
are increasingly parts of compre-
hensive continuums focused on

specific diagnoses. . e
The scope of these continuums pI‘OVl(.ilng better, more
is constantly being stretched effective care.

through payment schemes, such
as case rates, that require all of
the interventions possible within the broad context of disease
management. The health care analogy (Figure 2) shows a
patient progressing through several care delivery sites before
completing a course of care.

It is easy to imagine neuroscience, cardiac, orthopedic,
and other defined services progressing through these
delivery points, with eventual receipt of a case rate which is
then distributed to the participating care delivery sites.

By looking beyond traditional
organizational boundaries and
integrating the clinical and
administrative activities from
a system perspective, providers
and their partners will improve
their ability to compete by

day surgery center, or is integrated
within a hospital setting. It now can
be perceived and managed as a cost
center, with the global payment
responsible for covering the costs
incurred in surgery.

Delivery settings—Many of us
have had conversations about the
rehabilitation or home health
product lines. In reality, these are
postacute interventions which may
have several product lines passing
through them, as shown in Figure 4.
Very few patients interact with
rehab or home health as their only point of treatment and,
as payment mechanisms evolve, these will be redefined as
cost centers. An analogy with the automotive industry
would be like considering the final assembly plant as a
product line, as opposed to the different car models which
run down the assembly line.

Patient populations—Many delivery systems segregate
women’s services, children’s services, and elder services as
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