
THIRD
EDITION

Eric N. Berkowitz, PhD, MBA
Associate Dean of Professional Programs

Professor of Marketing

Isenberg School of Management

University of Massachusetts

Amherst, Massachusetts

Essentials of
Health Care
Marketing

83334_FMXx_ttlpg.indd   1 8/18/10   11:38 AM

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page i

          

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



World Headquarters
Jones and Bartlett Learning 
40 Tall Pine Drive
Sudbury, MA 01776
978-443-5000
info@jblearning.com
www.jblearning.com

Jones & Bartlett Learning books and products are available through most bookstores and online
booksellers. To contact Jones & Bartlett Learning directly, call 800-832-0034, fax 978-443-8000, 
or visit our website, www.jblearning.com.

Library of Congress Cataloging-in-Publication Data
Berkowitz, Eric N.

Essentials of health care marketing / Eric N. Berkowitz. — 3rd ed.
p. cm.

Includes bibliographical references and index.
ISBN: 978-0-7637-8333-4

1. Medical care—Marketing. I. Title.
[DNLM: 1. Marketing of Health Services. W 74.1 B513e 2006]
RA410.56.B46 2011
362.1068'8—dc22

2010017563

6048

Printed in the United States of America
14 13 12 11 10 10 9 8 7 6 5 4 3 2 1

Jones & Bartlett Learning Canada Jones and Bartlett Learning 
6339 Ormindale Way International 
Mississauga, Ontario L5V 1J2 Barb House, Barb Mews
Canada London W6 7PA

United Kingdom

This publication is designed to provide accurate and authoritative information in regard to the subject
matter covered. It is sold with the understanding that the publisher is not engaged in rendering legal,
accounting, or other professional service. If legal advice or other expert assistance is required, the serv-
ice of a competent professional person should be sought. 

Copyright © 2011 by Jones & Bartlett Learning, LLC

All rights reserved. No part of the material protected by this copyright may be reproduced or utilized
in any form, electronic or mechanical, including photocopying, recording, or by any information stor-
age and retrieval system, without written permission from the copyright owner. 

Substantial discounts on bulk quantities of Jones & Bartlett Learning publications are available to
corporations, professional associations, and other qualified organizations. For details and specific
discount information, contact the special sales department at Jones & Bartlett Learning via the
above contact information or send an email to specialsales@jblearning.com.

Production Credits
Publisher: Michael Brown
Associate Editor: Catie Heverling
Editorial Assistant: Teresa Reilly
Production Director: Amy Rose
Associate Production Editor: Tina Chen
Senior Marketing Manager: Sophie Fleck
Manufacturing and Inventory Control 

Supervisor: Amy Bacus

Composition: Publishers’ Design and Production
Services, Inc.

Cover Design: Scott Moden
Cover Image: © Cocota Anca/ShutterStock, Inc.
Printing and Binding: Malloy, Inc.
Cover Printing: Malloy, Inc.

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page ii

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



iii

Preface xiii

Introduction xv

Acknowledgments xix

PA RT I ■ The Marketing Process 1

CHAPTER 1 ■ The Meaning of Marketing 3

Marketing 3
■ The Meaning of Marketing 4 ■ Prerequisites for Marketing 4 ■ Who 
Does Marketing? 5

The Elements of Successful Marketing 6
■ Marketing Research 6 ■ The Four Ps 6

The Dilemma of Needs and Wants 9
■ Identifying the Customer 9

The Evolution of Marketing 11
■ Production Era 11 ■ Sales Era 12 ■ Marketing Era 13

The Marketing Culture 14

The Nonmarketing-Driven Planning Process 15

A Marketing-Driven Planning Sequence 17
■ Is a Marketing Planning Approach Needed? 19

The Strategic Marketing Process 19
■ Stakeholders 19 ■ Uncontrollable Environment 20 ■ Society 22

Target Market 24

Contents

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page iii

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



iv Contents

Organizing for Marketing 25
■ Product-Oriented Organization 25 ■ Market-Oriented Organization 26

Requirements for Organizational Marketing Success 27
■ Pressure to Be Market-Oriented 28 ■ Capacity to Be Market-Oriented 28
■ Shared Vision of Market 28 ■ Action Plan to Respond to Market 29

The Evolving Perspective of Marketing 31

The Changing Health Care Marketplace 32
■ The Traditional Industry Structure 32 ■ The Evolving Industry Structure 33

Conclusions 36

Key Terms 37

Chapter Summary 37

Chapter Problems 38

Notes 38

CHAPTER 2 ■ Marketing Strategy 41

Strategic Planning Process 41
■ Defining the Organizational Mission 43 ■ Situational Assessment 46
■ Differential Advantage 49

The Visible Value Challenge of a Differential Advantage 53
■ Organizational Objectives 54

Organizational Strategy 56
■ Growth Market Strategies 56 ■ Consolidation Strategies 60

Determining Organizational Strategy 62
■ The BCG Matrix 62 ■ The GE Matrix 64

Analyzing the Competitive Market 66
■ Existing Competitors 67 ■ New Entrants 68 ■ Threat of Substitution 69
■ Powerful Customers and Suppliers 70

Developing the Marketing Plan 71
■ Establishment of Marketing Objectives 71 ■ Marketing Strategy 
Formulation 71 ■ Development of an Action Plan 74

Conclusions 76

Key Terms 77

Chapter Summary 77

Chapter Problems 78

Notes 79

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page iv

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



Contents v

CHAPTER 3 ■ The Environment of Marketing Strategy 82

Economic Factors 83
■ Inflation and Health Care 83 ■ Consumer Income 85

Technological Factors 86
■ Quality 86 ■ Cost 86 ■ Behavior 87 ■ Transparency 88

Social Factors 93
■ Demographics 93 ■ Culture 98

Competitive Factors 101
■ Health Care Competition 103

Regulatory Factors 105
■ Competition 105 ■ Pricing 109 ■ Distribution 109 ■ Promotion 110

Conclusions 115

Key Terms 115

Chapter Summary 115

Chapter Problems 117

Notes 118

PA RT II ■ Understanding the Consumer 123

CHAPTER 4 ■ Buyer Behavior 125

Decision-Making Model 125
■ Problem Recognition 125 ■ Internal Search 126 ■ External Search 126
■ Alternative Evaluation 128 ■ Purchase 130 ■ Post-Purchase Evaluation 130
■ Alternative Decision-Making Sequences 133

Psychological Influences on Decision Making 136
■ Motivation 136 ■ Attitudes 137 ■ Lifestyle 137 ■ Learning 140
■ Perception 141

Sociocultural Influences 143
■ Family Life Cycle 143 ■ Social Class 146 ■ Reference Group 146
■ Culture 148

Industrial Buyer Behavior 149
■ Organizational Differences 150 ■ The Industrial Buying Process 153

Conclusions 154

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page v

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



vi Contents

Key Terms 154

Chapter Summary 155

Chapter Problems 156

Notes 157

CHAPTER 5 ■ Marketing Research 161

The Marketing Research Process 161
Problem Recognition 161 ■ Identification of Research Objectives 162 ■

Research Design 163 ■ Data Collection 172 ■ Analysis and Evaluation of
Research 188

Marketing Information Systems 189

Conclusions 190

Key Terms 190

Chapter Summary 190

Chapter Problems 191

Notes 192

CHAPTER 6 ■ Market Segmentation 195

Mass Marketing 195

Market Segmentation 196
■ Concentration Strategy 197 ■ Multisegment Strategy 198 ■ Selecting Market
Segments 198

Bases for Segmentation 199
■ Sociodemographic Segmentation 200 ■ Geographic Segmentation 203 ■

Psychographic Segmentation 204 ■ Usage Segmentation 206 ■ Cohort
Segmentation 215

Segmenting Business Markets 220
■ Demographics 221 ■ Operating Variables 221 ■ Purchasing 
Approaches 222 ■ Usage Requirements 224

The Heuristics of Segmentation 224

Conclusions 226

Key Terms 226

Chapter Summary 226

Chapter Problems 227

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page vi

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



Contents vii

Notes 228

CHAPTER 7 ■ Developing Customer Loyalty 232

Relationship Marketing 232

Customer Relationship Management 235

Satisfaction or Loyalty? 236

The Customer Loyalty Pyramid 237

Creating Customer Value 238
■ Conducting a Gap Analysis 242

Conclusions 251

Key Terms 251

Chapter Summary 251

Chapter Problems 252

Notes 253

PA RT III ■ The Marketing Mix 255

CHAPTER 8 ■ Product Strategy 257

The Meaning of Products and Services 257
■ The Five I’s of Services 258

Classification of Products and Services 260
■ Classifying Consumer Products 260 ■ Industrial Goods Classifications 261
■ Service Classifications 261

Managing the Product 262
■ Developing the Product Line and Mix 262 ■ The Product Life Cycle 264
■ Product Life Cycle Issues 270 ■ Modifying the Product Life Cycle 273
■ Branding 276 ■ The Diffusion of Innovation 278

Conclusions 281

Key Terms 282

Chapter Summary 282

Chapter Problems 283

Notes 284

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page vii

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



viii Contents

CHAPTER 9 ■ Price 287

The Meaning of Price 287

Establishing the Price 289
■ Identifying Constraints 289 ■ The Five Forces and Impact on Pricing 291 ■

Pricing Objectives 292 ■ Estimating Demand and Revenue 294 ■ Cost and
Volume Relationships 295 ■ Pricing Strategies 303 ■ Positioning Value 
of Price 308

The Ever-Increasing Challenge of Pricing in Health Care 309

Conclusions 309

Key Terms 310

Chapter Summary 310

Chapter Problems 311

Notes 312

CHAPTER 10 ■ Distribution 315

Alternative Channels of Distribution 315
■ Functions in the Channel 318 ■ Time 318 ■ Functional Shifting 319
■ Channel Management 320

Intensity of Distribution 320
■ Intensive Distribution 321 ■ Exclusive Distribution 322 ■ Selective
Distribution 322

Vertical Marketing Systems 323
■ Corporate Vertical Marketing Systems 326 ■ Administered Vertical Marketing
Systems 328 ■ Contractual Vertical Marketing Systems 329 ■ Evolving
Channels in Health Care 329

Channel Leadership 330
■ Using Power 331

Selected Concepts from Retailing 333
Structural Dimensions of True Retail Markets 333 ■ The Retail Positioning Matrix
334 ■ Retail Mix 336 ■ The Wheel of Retailing 338

Conclusions 339

Key Terms 340

Chapter Summary 340

Chapter Problems 341

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page viii

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



Contents ix

Notes 342

CHAPTER 11 ■ Promotion 345

The Communication Model 345
■ The Sender 346 ■ Encoding 347

The Evolving Communication Model: Moving to a Web 2.0 World 348
■ The Web as a Strategic Communication Platform 349 ■ The Message 350
■ The Channel 351 ■ Decoding 352 ■ Noise 353 ■ Feedback 353

The Promotional Mix 354
■ Advertising 354 ■ Advertising Effectiveness 355 ■ Personal Selling 355
■ Publicity 359 ■ Sales Promotion 360

Factors Affecting Sales Promotion Use 363
■ The Product Life Cycle 363 ■ Channel Control Strategies 364

Conclusions 369

Key Terms 369

Chapter Summary 369

Chapter Problems 370

Notes 371

CHAPTER 12 ■ Advertising 374

Common Classifications of Advertising 375
■ Product Advertising 375 ■ Institutional Advertising 376

Developing the Advertising Campaign 378
■ Define the Target Audience 378 ■ Determine the Advertising Objectives 379
■ Determine the Budget 380 ■ Develop the Message 383 ■ Specify the
Communication Program 385 ■ Evaluate the Response 393 ■ The Web 2.0
and Social Media 394 ■ Integrated Advertising Campaigns 395

Working with Advertising Agencies 395
■ Alternative Advertising Agencies 396 ■ Agency Compensation 396

Ethics in Advertising 397
■ Nonprofit Concerns 398

Conclusions 398

Key Terms 399

Chapter Summary 399

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page ix

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



x Contents

Chapter Problems 400

Notes 401

CHAPTER 13 ■ Sales and Sales Management 403

Types of Sales Jobs 404
■ New Business Selling 404 ■ Trade Selling 404 ■ Missionary Selling 404
■ Technical Selling 405

The Personal Sales Process 405
■ Prospecting 406 ■ Preapproach 407 ■ Approach 407 ■ Presentation 407
■ Close 408 ■ Servicing 409

Sales Approaches 409
■ Stimulus-Response Sales Approach 409 ■ The Selling Formula 410 ■ Need
Satisfaction Method 411 ■ Consultative Selling 412

Managing the Sales Function 412
■ Sales Force Organization 412 ■ Sales Force Size 414 ■ Recruitment and
Selection 416 ■ Training 418 ■ Compensation 419 ■ Sales Force Evaluation
and Control 421

Conclusions 422

Key Terms 422

Chapter Summary 423

Chapter Problems 423

Notes 424

CHAPTER 14 ■ Controlling and Monitoring 426

Controlling and Monitoring Marketing Performance 426
■ Market Share Analysis 427 ■ Sales Analysis 429 ■ Profitability Analysis 430
■ Contribution Analysis 432 ■ Variance Analysis 433

Sales Force Control 437

Advertising Control 439

Customer Satisfaction Control 440

Components of a Measuring System 441

The Marketing Audit 442

Conclusions 446

Key Terms 447

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page x

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



Contents xi

Chapter Summary 447

Chapter Problems 448

Notes 449

APPENDIX A ■ A Sample Business Planning Manual 451

Why Write a Plan? 451

The Components of the Plan 452

Putting It All Together 484

APPENDIX B ■ Glossary 485

Index 501

83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page xi

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



83334_FMxx_5713.qxd  8/19/10  12:16 PM  Page xii

© Jones & Bartlett Learning, LLC. NOT FOR SALE OR DISTRIBUTION



xiii

Health care as an industry is again undergoing a dramatic transformation. As to be
expected of a segment of the economy that accounts for such a significant proportion
of the gross domestic product, ever greater demands are placed on the value of what
is provided for the dollars that are spent to deliver care to patients. It is in this ever-
demanding environment that health care marketing as a discipline is now being re-
quired to be practiced today. 

In the early days of health care marketing, the debate was whether marketing was
appropriate for a profession. Now, there are several trends in the environment that place
greater demands on organizations to be effective marketers to respond to patients.
These trends, discussed throughout the chapters of this revised edition, are involved
consumers, the Web and its impact on many levels of organizations and consumers’
behaviors, and transparency of information. Consumers are now able to access infor-
mation and form social networks to communicate about their experiences with health
care providers and health systems.  The Web provides a platform on which data can
be gathered, communicated, and accessed to alter the landscape for buyers, providers,
and patients in ways that change the marketing approach for many organizations.
Governments are requiring what some organizations are voluntarily providing: infor-
mation about the quality of care and service delivery on a far more transparent basis.
All of these factors change the competitive landscape among health care organiza-
tions. Finally, it should be noted that more than ever before, as in other industries,
there is a global health care marketplace that is emerging as health care consumers
seek value in shopping, changing the value equation in ways not previously seen.

These factors continue to make the marketing concepts that have long been prac-
ticed in other industries increasingly relevant in health care. Value, consumer shopping,
transparency, and global competition are evermore present now for health care providers.
While no one can dispute the fact that there are unique aspects to an industry where,
as in the United States, the federal government can mandate provider systems pur-
chase electronic health record systems or that there be a movement to payment 

Preface
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xiv Preface

toward accountable care organizations, these structural issues themselves have mar-
keting implications around using the data to increase loyalty or reinforce patient sat-
isfaction.

Health care is truly a dynamic industry. Marketing is a core functional aspect of
business. It is the understanding and application of these principles within the evolv-
ing health care industry that is essential as technology changes, consumers demand
greater value, and the competitive landscape increases.
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xv

This book is divided into three main parts. Part I, “The Marketing Process,” looks
first at what marketing is, the nature of marketing strategy, and the environment in
which marketing operates. Chapter 1 provides a perspective on the meaning of mar-
keting, how marketing has evolved in health care, and the marketing process.
Additionally, this chapter outlines how marketing health care is evolving in light of a
changing industry. As we move further into the 21st century, Chapter 1 begins to cover
the concept of the accountable care system (ACS) structure, something that had never
been contemplated when the second edition of this text was published. As this third
edition discusses, some early versions of the ACS structure are now appearing in the
marketplace. Chapter 2 provides an overview of marketing strategy and an under-
standing of the strategic options available to a health care organization. It also pre-
sents a discussion of having a differential advantage for a health care organization as
an important part of marketing strategy. In health care, a key differential advantage
that is unique and has been recognized is trust, which this edition discusses and is crit-
ical to understand. Chapter 3 focuses on the environment in which health care mar-
keting plans and strategy are formulated, and the impact that the environment has on
these plans. There are multiple dimensions of the environment to consider: techno-
logical, sociological, competitive, and regulatory. One of the most significant trends
discussed in this edition is transparency of information on quality and price. This in-
formation is mandated, and is provided both voluntarily by the organizations them-
selves and by third-party sites. Chapter 3 provides an overview of this new environmental
dimension. In the United States, there has also been significant consolidation among
insurers since the last edition of this text was published. This third edition discusses
that trend and provides the government formula that is used to assess overall compet-
itiveness in a market. An added discussion about the significant change in interna-
tional competition and the response from corporations in the United States as a possible
outlet for their employees as a cost-competitive source of care is also included.

Introduction
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xvi Introduction

At the core of marketing is the consumer, which is covered in Part II, “Understanding
the Consumer.” The consumer can be the individual patient, the referral physician, a
company buying care for its employee base, a judge making a referral for a mental
health consultation for a person under state care, or an insurance company deciding
with whom to contract. Chapter 4 provides an overview of consumer decision mak-
ing as it pertains to both consumers and organizations. The external search process for
consumers has changed dramatically with transparency and with Web access. Chapter
5 describes the marketing research process and the alternative methodologies used
within marketing research. Increasingly, organizations are using data mining tech-
niques to analyze their customer base and the Web to conduct surveys; both of these
concepts are discussed within Chapter 5. The refinement of marketing strategy often
occurs as a result of market segmentation, which is discussed in Chapter 6. Marketing
organizations have recognized that gaining customer loyalty is the key to long-term
success; this concept is the focus of Chapter 7. And, while the previous edition high-
lighted the importance of customer recovery, this edition introduces the new dimen-
sion of the customer recovery paradox for consideration.

The last section of this book, Part III, covers the “Marketing Mix.” The Four Ps—
product, price, place, and promotion—are the basis on which all organizations de-
velop their marketing plans and strategies. Chapter 8 reviews concepts involved in the
product or service. In the adoption of health care products and technologies this re-
vision identifies some criteria that are unique to health care. Chapter 9 discusses pric-
ing objectives and strategies and how not only objective but also subjective considerations
play a role in positioning an organization. This edition introduces the five forces model
and how it interacts with pricing. Delivery of services is the concept of distribution pre-
sented in Chapter 10. In today’s health care marketplace, the Web offers “virtual
clinic” models of care. Moreover, as is discussed in this edition, the health care mar-
ket may be aligning to a form of delivery resembling a traditionally retail structure.
Three chapters in the text, 11, 12, and 13, are devoted to the promotional mix.
Understanding the promotional mix and the communication process is the focus of
Chapter 11. In this third edition, major additions to the discussion have been the Web
as a strategic communication platform and the nature of a Web 2.0 world. Because there
has been significant attention paid to the use of push and pull strategies among physi-
cians, this aspect of the discussion has also been highlighted to note the greater con-
cern over conflict of interest that many health care organizations are experiencing
with their medical staffs and gifts received from third-party vendors as a marketing tac-
tic. Advertising, historically seen as the only role of marketing, is the focus of Chapter
12. An important addition in this chapter is the discussion of the Web and social me-
dia as a component of advertising and the multiple tactics available to health care or-
ganizations in this new environment. Chapter 13, the last chapter of the promotional
mix, involves sales and sales management. Here, too, the Internet has had an impact,
as seen in a new concept of e-detailing discussed in the chapter. Chapter 14, the final
chapter, provides an overview of control and monitoring. Measuring the outcome of
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Introduction xvii

marketing decisions is necessary in order to continue to refine effective marketing
strategies. This edition highlights the components of an effective measurement system
for any health care organization.

Finally, it is important to note that new to the third edition is Appendix A, “A
Sample Business Planning Manual.” This is provided to help readers of this text un-
derstand the structure of all the components of a detailed and well-constructed busi-
ness plan. Marketing, finance, human resources, and operational components are all
part of the plan structure provided in Appendix A. This appendix also includes ques-
tions throughout that need to be addressed in developing a plan for a new service to
be implemented.

■ Chapter Organization

Readers of this book will find that six key sections appear in each chapter. These are:
Learning Objectives, Conclusions, Key Terms, Chapter Summary, Chapter Problems,
and Notes. All Key Terms appear with their definitions in the glossary. At the end of
the book is an index for the reader’s convenience.
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College of Physician Executives with whom I have worked since the late 1970s. I have
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recently retired visionary leader, Roger Schenke, who always saw before many where
the health care field was going and how physician education needed to evolve. There
are many others with whom I have enjoyed a wonderful relationship and to whom I
am forever grateful for having worked with them and their organizations: Dr. Phil
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