CHAPTER 2

UNDERSTANDING THE STRATEGIC, BUSINESS,
AND MARKETING PLANNING PROCESS

WHAT YOU WILL LEARN

* The strategic plan and a market-based business plan are different.

» Confusion exists between the role of planning and the role of marketing.

* The differences between a market-based approach and a nonmarket-
based approach are subtle.

RESOLVING THE CONFUSION: RELATING THE MARKETING PLAN TO THE
BUSINESS PLAN TO THE STRATEGIC PLAN

Planning an organization’s activities is a complex process that involves
many steps: setting goals, identifying objectives, describing tasks, fore-
casting demand, setting quotas, monitoring performance, and budgeting.
The types of planning activities that are necessary include marketing
planning, strategic planning, business planning, and long-range planning.
Distinguishing all these activities can be confusing in theory and in prac-
tice. As Hamel says, “The essential problem in organizations today is a
failure to distinguish planning from strategizing.”! He goes on to suggest
that planning is about programming while strategy is about dreaming
and invention. Nevertheless, the planning process involves two plans—a
strategic plan and a business plan. The marketing plan is contained within
the business plan. In this chapter we look at how the pieces of this puzzle
fit together.
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STRATEGIC PLAN

The strategic plan is typically a longer term, 5- to 10-year view, with the
time frame dependent on the condition of the entity, and the complexity
of the proposed vision. Once a new strategic plan has been approved, it
will become a “rolling plan,” meaning that every year the plan moves
forward, it is adjusted as needed and reset. In effect, if the plan is a
10-year strategy, as the organization moves from one year to the next,
the strategic plan constantly rolls forward another year. The mission
and vision of the business are found within the strategic plan, which
is the important differentiation from the business plan. The role of the
strategic plan is to address the environment and its changes, to seek or
refine competitive advantage, to identify new opportunities, to anticipate
change, to set a clear picture for the future, and to determine whether the
organization is on course. Figure 2.1 provides a general idea of what the
strategic planning process is all about.

FIGURE 2.1
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FIGURE 2.2

How Strategy Development Really Works
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However, developing strategy is not a smooth process. In reality, it
often looks like Figure 2.2. The strategic process uses much of the data
and intelligence from the business plan, and the business plan clearly uses
the direction set by the strategic plan. The fundamental difference between
the two is the longer term and more visionary nature of the strategic plan
versus the shorter term and more tactical nature of the business plan.

When the strategic plan is completed, it will have a list of goals and
action steps that will typically be assigned to members of the management
team. Many of these goals and steps will have long-term implications and
are often not directly related to the day-to-day business of the company.
For example, a strategic initiative might be to consummate a merger with
another clinical entity, and those discussions might take 2 years. In the
meantime, the clinical business must operate day in and day out. The busi-
ness plan is designed to facilitate the ongoing, successful, and immediate
operation of the company, while the strategic plan is designed to be more
future oriented. Figure 2.3 shows the relationship between the strategic
plan and the business plan.

At a minimum, the strategic plan provides guidance to the business
plan. For example, if the strategic plan suggests that the company will
concentrate clinical resources at one site, then the business plan would
not spend market research funds looking at creating an owned network
of small regional sites. Or, if the strategic plan calls for cutting back on
rehabilitation services, then the marketing plan and business plan would
not involve opening a new physical therapy center.
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FIGURE 2.3

The Relationship Between the Strategic Plan and the Business Plan
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BUSINESS PLAN

A business plan is the year-by-year tactical execution of the overall orga-
nizational strategy. Each operating unit of an organization is responsible
for producing annually its own distinct business plan, which should incor-
porate the operational, financial, and marketing needs of the specific unit.
These individual business plans, in turn, must fit into an overall plan—the
organization’s strategic plan. The strategic plan, in turn, is a reflection of
the organization’s vision of its future—its long-range plan. The business
plan coordinates all the organization’s functional plans and is developed
in light of the current competitive environment. The marketing plan is one
chapter (the first one) of the business plan.

An organization’s business plan is an integral part of strategy. Before
the business plan can be developed, the overall strategy (vision, mis-
sion, critical success factors) needs to be established as a future target
(Figure 2.4). After the vision, mission, and critical success factors have
been formed, the first step in the development of the business plan can
be taken: to establish the marketing plan. The marketing plan feeds the
operational plan, which, in turn, feeds the finance plan. All these items
combine to make a business plan. Furthermore, it is not possible to have
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a business plan without each of these elements mentioned. Within each of
these planning elements are goals, objectives, strategies, tasks, forecasts,
quotas, budgets, and other appropriate items unique to each functional
area. In market-oriented institutions, the marketing plan begins the busi-
ness planning process as shown in Figure 2.4.

The left column shows the nonmarket-based approach where, in
essence, marketing and market considerations come last. This model is
common in hospitals where programs are developed and financial assump-
tions are made without input from the market. What the left column
usually means is that after the program, location, and pricing decisions
have been made, someone comes to the marketing department asking that
advertisements be created. In a market-driven model (the right column),
the marketing group would conduct a market analysis, including research,
testing of pricing options, and reviewing a host of other factors that would
be used to drive operations and finance. In other words, to be customer
focused, an organization must first obtain the knowledge of the customers

FIGURE 2.4

Relationship of Strategic Plan to Business Plan to Marketing:
A Hierarchy Model
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as directly as possible through data and market-research efforts. Step 1
will provide specific ideas on how this is done.

In a multiunit organization, each business should undertake this busi-
ness planning activity. In a multispecialty clinic or a hospital, planning
should take place at the departmental or program level. Each service or
program of the business should have its own marketing, operational, and
finance plan, which, when combined as a group, are called the business
plan (Figure 2.5).

Combining the business plans of each department within a hospital or
clinic, along with the overall strategy of mission, vision, and critical suc-
cess factors, creates the strategic plan for the organization. For example,
the rehabilitation department of a hospital may have as its marketing plan
objective “to act as a feeder for more profitable businesses within the
organization.” Cardiac may consider one of its objectives to be “providing
enough cash and resources for profitability and development of additional
hospital services.” Both of these clinical areas will have their own busi-
ness plan, yet taken together, these two clinical areas are part of the same
strategic plan; therefore, it is necessary to ensure that each business plan
is consistent with the others before the strategic plan is put into action.

A good business plan will have the following characteristics. It will:

1. Be embraced by leadership.

Be written and communicated.

Be concise.

Be doable.

Include measurable targets and milestones.
Be linked to decision making.

AN
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Does a Hospital or Healthcare Organization Need Multiple Business Plans?

If a hospital or clinic has multiple clinical departments, which is the case
for most hospitals, then a business plan is needed for each major business
line that the hospital chooses to support. Why? Each clinical area has
different products and, most importantly, different target markets or cus-
tomers. Obstetrics, for example, is focused on younger women, while car-
diology might be focused on older men. These two different clinical areas
have different sets of potential patients with different requirements, and
different clinical services are required. Therefore, each clinical area will
typically have its own business plan. At the same time, all of these business
plans are likely operating within the four walls of the hospital or clinic,
and a form of coordination is necessary. A department store is a good
example of how coordination works. In a typical department store, one
will find children’s clothing, a men’s department, a perfume area, a home
goods section, and others. Each department has its own set of customers,
inventory, and methods of paying salespeople. Some departments advertise
daily, others, maybe once a month. Each department has a manager who
has responsibility for that department, including staffing, revenue targets,
and inventory control. Each department also has its own business plan to
grow each particular portion of the department store. Yet, from a consumer
point of view, the individual department business plans are transparent.
The department store looks and feels integrated. The consumers have no
reason to sense or think about the fact that 70% of the department store’s
entire advertising budget is devoted to the women’s and perfume portion
of the store; or that the perfume staff is on commission while the men’s
clothing sales staff is on salary. While each department has its own busi-
ness plan, the job of management is to coordinate those business plans into
a package that provides the overall best positioning of the entire store to
the marketplace.

MARKETING PLAN

A marketing plan is a section of the business plan. The marketing plan
is not the business plan, and the business plan is not the marketing plan.
The marketing plan is the first chapter of the business plan, and it is built
in light of the business unit and the overall strategies and vision of the
company. The marketing section will typically outline the key market and
environmental trends, competitive influences and performance, and sales
targets and strategies used to accomplish the targets. Those strategies
might involve a sales force, new products or services, new locations, and
different pricing options.
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Planning versus Marketing

There is a great deal of confusion regarding the relationship of planning
to marketing. Some authorities have argued that a corporate plan should
be established before a marketing plan is developed.?3 The problem with
this model is that the process may not be market-based because the cor-
poration sets strategies and goals without the input of the market (mar-
keting). The key to a market-based approach is strategy, and the key to
the business plan is to obtain market input regardless of how and when the
discipline of marketing is involved. Planning is an integrative function
in which the interplay between major management functions is constant.
For example, the organization establishes its mission within the context of
marketplace forces and develops its marketing plan within the context
of its mission and goals. Although this is an interactive process, market-
ing is a crucial first step in that it helps determine which business to enter
and provides a foundation for finance and other input areas in formulating
these plans.

Planning started as a budgeting role in business and has only recently
evolved into a strategic role. The National Professional Organization of
Strategic Planners was initially an organization of budgeting experts before
it evolved into today’s group, the Strategic Leadership Forum. Even more
confusion exists regarding planning in the healthcare industry, partly
because of the way in which planning was introduced into the healthcare
environment. In many healthcare organizations, planning began in the
department that handled government regulatory affairs, such as matters
that involved systems agencies or regulatory agencies. The first planner
in most hospitals helped guide the organization through the regulatory
process, but that person often did not participate in the development of the
organization’s strategic direction.

Over time, the role of the planner was often expanded beyond regulatory
activities and into the development of long-range plans and business strat-
egy in general. In the 1980s, healthcare organizations started to put plan-
ning, marketing, and communications in the same organizational bucket
because it “seemed natural.” Healthcare organizations did not realize that
the skill sets required of these three professional groups were different.

Today healthcare organizations often have both planners and a mar-
keting staff, and there is sometimes confusion about their separate roles.
There need not be any confusion, however, inasmuch as the planner and
the marketing person both have valid positions, different responsibilities,
and distinct relationships to the organization. The role of the planner is
to take a somewhat neutral position and to coordinate the entire business
planning process. This role includes balancing the interests not only of the
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marketing group, but also of the other groups involved in the business plan
(i.e., operations, human resources, and finance). For example, a marketing
group may be perceived as liberal because it does not hesitate to spend
the corporation’s money on ideas, whereas the finance department may be
perceived as conservative because it invests in 20-year bonds at 3%. The
role of the planner is to make sure everyone is focusing on the mission of
the corporation, and the planner can be especially useful in providing a
balance between marketing and finance interests. Sometimes it is useful to
think of the planner as the coach and the components of the business plan
(i.e., marketing, human resources, operations, and finance) as the team
members. The role of the marketing person, in contrast, is to remain aware
of the organization’s marketing philosophy and to implement a customer-
oriented marketing plan. Regardless of how planning and marketing relate
within a given organization, the common element that they both share is
an interest in assessment and data.

Everyone now, it seems, has decided to become “market-focused” or
“customer-oriented.” Nevertheless, when it comes to setting strategy, the
customer-oriented theme often is not in evidence. Although the planning
process has improved, most healthcare organizations that develop plans do
not incorporate a market-based approach. The typical (nonmarket-based
model, see Figure 2.4) process often begins with the wants and needs of
people who work in the hospital or who own the clinic and their views
of the marketplace. These views often become the conventional wisdom
because these people sit on the committees or are the leaders of the orga-
nization; they have the time to set strategy or are responsible for doing
so. But marketing people have always known clearly that the views of the
people who are in the business can easily be different from people who
use the service or frequent the clinic. Insiders speak of “clinical care,”
“cost per case,” “integration,” “ACOs [accountable care organizations],”
“quality,” and “performance measurement,” while patients or plan mem-
bers speak of “phone call,” “billing errors,” and “time with the doctor.”
The market-based approach starts with customer wants and needs, and
these become the basis for a program or service to address those needs.
Probably the most dangerous marketing judgment we can make is to pre-
sume we know what the marketplace wants without actually testing those
perceptions.

What Is Market-Based Business Planning?

To accomplish market-based planning effectively, it is necessary to under-
stand what the marketing philosophy is. There is much misinformation
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about this concept and its implementation. Although the marketing phi-
losophy is quite simple, most healthcare organizations have never been
successful in understanding or implementing the concept. Basically,
marketing is:

1. The process of listening to consumers and the marketplace

2. The philosophy of organizing to satisfy needs of a group or groups
of consumers

3. The satisfaction of these needs in a profitable fashion

The essence of marketing is best highlighted by these points:

1. A philosophy of consumer orientation
A system of objective data gathering
A road to dynamic business strategy
A process of business planning

An emphasis on innovation

A means of performance evaluation
A focus on future opportunities

Nk WD

Good managers understand that planning starts with marketing, and
marketing starts with the consumer. Marketing plans are an integrative
process of listening to customers and developing strategies and objec-
tives that meet their needs, as well as conforming to the policies of the
organization that are realistic within the context of financial and operating
parameters. Any other methodology is not market based.

A Market-Based versus a Nonmarket-Based Approach

A marketing plan begins with an analysis of the market. Most healthcare
organizations think of their internal needs first and the marketplace sec-
ond. This is a nonmarket-based approach. A market-oriented manager,
however, begins with a determination of external needs and focuses inter-
nal actions on those external needs. This is a market-based approach. The
two approaches vary in just a few ways, but the difference in the results
obtained can be dramatic. Figure 2.6 shows the nonmarket-based method,
and Figure 2.7 shows the market-based system of planning.

In a nonmarket-based model, the board of directors or physician
shareholders of the group establish the goals and objectives for the orga-
nization. Then, typically, these individuals set the goals for the coming
planning period. At Brighton Hospital, for example, the mission is to
provide high-quality care to residents of the immediate community. On
the planning committee are two physicians who have had a long-standing
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FIGURE 2.6

Nonmarket-Based Approach to Planning
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relationship with the hospital and are respected by their peers. Both phy-
sicians have served as chiefs of the medical staff. They believe that there
is a need for a basic rehabilitation program in their area. Discussions at
medical meetings and articles in popular trade journals suggest that such
programs are increasingly common. As a result of the political persua-
sion of these physicians, the hospital allocates resources and space to a
full clinic. The public relations department is instructed to build demand
through immediate media coverage. Six months after the service becomes
available, demand has not met projections.

When a program fails, the organization’s executive committee often
meets to explore the reasons. The first explanation given may be that
the marketing department did not promote the program sufficiently. The
action to be taken is clear: Fire the marketing director. Sometimes, the
marketing director is ineffective. Other times, a second explanation is
posed: The fault lies with the director of the program, who must not be
generating enough referrals; therefore, the program director must go. The
possibility that the program director is ineffective may also be real. A
third explanation is rarely voiced: There was no need for the rehabilitation
program, or the program started by this organization had no differential
advantage over existing programs.

This scenario changes under a market-based approach. The organiza-
tion’s members still set the mission, but they fulfill this mission with
direction from the market. They assess market needs at the start by con-
sulting with potential referral physicians. If these physicians see little
need or advantage for a rehabilitation program, for example, yet report
referral needs in sports medicine, the organization determines whether
a sports-medicine program fits within its mission. If so, such a program
is designed, tested, and reviewed by a sample of physicians before full-
scale implementation. Hours, costs, and planned patient procedures are
described. If this program is not what the referral physicians had in
mind, it may have to be reformulated before it is fully implemented. If
the program is acceptable, the organization needs to inform the referral
physicians that the service is now available in the configuration that they
suggested with the desired range of services at an acceptable price.

In this market-based approach, a key ingredient is testing the program
before it reaches full-scale implementation. Testing is easier in product-
based marketing than in service-based marketing. In testing a product,
an organization can create a prototype and offer it to the prospective
market. But such testing is expensive and often impossible in health care.
A hospital cannot develop a prototype of a rehabilitation program without
great cost; staff must be hired, space allocated, and support systems put
in place. Instead, a hospital can test a service by developing a detailed
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description of the program and explaining staff credentials, hours of
service, price, and other operational details that the buyer of the service
would want to know. This concept description is provided before full-
scale commercialization to a sample of the proposed target market for
their reactions: likely interest, intention to use, or perceived problems.

A market-based approach is not “right,” and the nonmarket-based
approach is not “wrong.” Yet, as financial resources become increasingly
restricted, mistakes (programs that do not meet expectations) are more
costly for the organization. A market-based approach helps improve the
odds of success. It is easier to listen to buyers and to provide the necessary
programs than to attempt to divine what buyers may need.

THE PROCESS OF STARTING A NEW VENTURE-WHAT IT MIGHT
LOOK LIKE

If you were starting a new venture, what would a market-based business
model look like? The following is an example of how a business could get
started following a market-based business model.

Theodore was reading Time magazine online when he came across an
article about stress therapy. He realized that he had been seeing a num-
ber of articles in the popular press about nutrition, stress management,
acupuncture, and the like. Wondering whether an opportunity existed to
create a business in this area, he decided to investigate.

Theodore began by accessing the Internet to obtain bibliographies on
chiropractors, massage, stress, acupuncture, spas, and nutrition. While
looking for articles, he noted repeated references to “alternative care”
and “complementary care.” He probed for information about these topics
and read articles on the Internet about these concepts. Next he visited the
local library and accessed several publications including Market Share
Reporter, Small Business Sourcebook, Almanac of Business and Industrial
Financial Ratios, and Statistical Abstract of the United States. In general,
Theodore was looking for information about the size, nature, and scope
of alternative and complementary care. Next Theodore went to the Yellow
Pages. He copied references to alternative medicine. He also accessed
services that conduct research in many business categories to see whether
they had done any studies on alternative care. He “Googled” alternative
care topics and it appeared that no syndicated studies had been completed.
Back at his office, he started to call people who had knowledge of the
industry. He talked to professional organizations, individual friends who
had experienced alternative care, and others who had knowledge about
these services.
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The next day he started to drive around the community. He wanted to
see firsthand where these services were located, what they looked like,
and what kind of activity was occurring. He found no particular pattern
to location: Therapies were located in professional office buildings, strip
malls, and homes. He spent the next several days parked across the street
from the entrances to several therapy businesses. During this time he
recorded the number of visitors (patients), their demographic character-
istics, the hours of the day with the most traffic, the cars they drove, and
their license plate numbers. At the same time, using his cell phone, he
called for reference and credit checks on the therapy centers he was aware
of to get a sense of the size and profitability of the businesses.

Ten days had passed, and Theodore had developed an early sense of
the market: He discovered that most visits occurred from 2:00 p.m. to
5:00 p.m.; he noticed that the visitors were about 65% female, appeared to
be about 30 to 55 years of age, and tended to drive Hondas or four-wheel-
drive Ford Explorer utility vehicles. He called the local Honda and Ford
dealerships to inquire about demographics that they might have used to
determine store locations. They did have such data, but they were unwill-
ing to share them with Theodore. Beyond this information, Theodore
determined that, in this market, alternative care was a fragmented “mom-
and-pop” business with no strong entities.

At this point, Theodore developed a preliminary business theory that
he decided to explore and test. He wondered whether a business mission
could be built around bringing multiple complementary therapies together
under one roof, establishing strong ethical principles, mainstreaming the
business in the community, and providing a strong brand identity or a
national franchise.

In recent years, other industries have grown by bringing a business
concept out of the back alley and into the mainstream. The old pawnbro-
ker and flea-market business has not typically been part of mainstream
or upscale culture. In this business, people get cash for used (sometimes
stolen) merchandise at a pawnshop or a flea market. The pawnshop or
flea market resells the used equipment to others at a markup. Within this
framework, Grow Biz International (now Winmark Corporation) was
formed and became one of the top 10 new start-ups in the mid-1990s.
Grow Biz International set up segmented businesses called Play It Again
Sports (selling used sports equipment such as skates, skis, and golf clubs),
Music Go Round (used musical instruments), Once Upon a Child (used
children’s toys and clothing), and Plato’s Closet (used trendy clothing).
These stores were not located in the depressed areas of town or in dingy
stores by used-car lots. Rather, they were in upscale neighborhoods within
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better strip malls; they were patronized by children and adults with sig-
nificant disposable income and were thought of as respectable retailers
within the community. Theodore thought, given what Grow Biz and Pawn
America have done to bring backwater business dealing to Main Street,
would it also be possible to bring complementary therapies to Main Street
with a strong brand that would be respected across the country? Theodore
decided to explore the feasibility of this concept.

At this point, Theodore had spent about 2 weeks of his time and $400
to explore the topic. Now it was time to begin to invest additional funds.
He contacted a market research firm to design and conduct a study to
determine the market size for complementary care and to test his ideas.
Because of his interest in a possible national franchise, he decided to gather
information on three different markets to see to what extent consumers’
thinking and ideas changed from one part of the country to another. He
decided to test Phoenix, Arizona; Minneapolis, Minnesota; and Raleigh,
North Carolina. The study entailed calling several hundred households in
each market to determine what, if any, alternative therapies they had used
in the past 2 years, the frequency of use, how the service was paid for,
their satisfaction with the service, and demographic characteristics of the
user group. Further, Theodore wanted to test the idea of placing multiple
therapies in one center to see whether the market was attracted to that
concept. The study took about 30 days to complete. It provided data from
which a volume forecast could be established along with a demographic
profile of the average customer.

With this database in hand, Theodore contracted with a site-location
specialist to determine whether a match could be discovered between the
demographic profile found in the research and the clustering of similar
populations in specific zip codes. Working with a business consultant who
was a chiropractor and a friend who was a massage therapist, Theodore
found a space with about 4,000 square feet that could work as a loca-
tion for a prototype for the business idea. With the volume forecast,
information about rent, and the cost of utilities, remodeling, and staffing,
Theodore was able to profile a preliminary income statement in conjunc-
tion with a consulting company. Although work was only preliminary, it
appeared that the business would be sound from a financial perspective.
Would the market be interested? Theodore decided to do more market
research. This time he conducted direct market research through Signe’s
Research Incorporated (SRI). SRI’s task was to determine the market’s
view of the location, the proposed services, potential names for the busi-
ness, and pricing. As a result of this test, Theodore was forced to go back
to the drawing board because his idea for package pricing was not popular,
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the market was not interested in spa facilities, and the alternative names
did not create enthusiasm. However, the marketplace did find valuable the
notion of a “brand” with a board of respected alternative and mainstream
leaders who could, in effect, certify quality and ethics without guaran-
teeing an outcome.

Armed with his data, Theodore contacted a venture-capital firm and
continued to explore the possible opportunity. At every important step,
he tried to check back with the market to help refine the thinking and the
model. Ultimately, the site location, size, and name were modified. The
concept was made more upscale and pricey, and physicians were added.
The business was launched, and the national rollout proceeded. HMOs
from around the country have contacted Theodore to convince him to
bring the model to their communities, as they think it can be a useful tool
for adding to their membership.

As can be seen from this example, the sequence of the market-based
process is relatively simple. It incorporates six steps:

1. Thinking about a vision/idea

Performing an external/internal analysis

Developing action strategies

Testing strategies in the market before launch

Creating a plan that is financially responsible and contains account-

ability

6. Providing appropriate control procedures, feedback, and integra-
tion of all plans into a united effort

Nk wD

WHEN THE CUSTOMER VIEW IS DIFFERENT FROM YOUR VIEW

Organizations that consider themselves knowledgeable about their cus-
tomers are often surprised when they find out what their customers really
want. For example, a firm that specialized in services for the elderly
was planning to build a large retirement center for the frail elderly. The
management team, planners, and marketing staff had years of experience
working with these people, and they went about designing apartments
that would be attractive to them. They knew that 90% of the people in this
project would be women who were age 85 and older, and they theorized
that these women would have long-standing interests in caring for their
homes, cooking, and taking part in traditional family activities. Therefore,
these experts planned to construct one- and two-bedroom apartments with
convenient and spacious modern kitchens. There were to be 12 units on
each floor.
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After much discussion, the marketing department of the hospital that
was sponsoring the project persuaded the firm to conduct group discus-
sions with these elderly consumers. The focus groups confirmed that the
women did, in fact, have a commitment to traditional values, but they did
not want large kitchens because they were basically cooking for them-
selves. One of them suggested that each apartment have a small galley
kitchen and that each floor have a single large kitchen to be shared by
the residents of all 12 apartments. Such an arrangement would make it
necessary for residents to interact with their neighbors, do things together,
develop a feeling of community, and, thus, reduce their loneliness. The
person who came up with this idea had probably never developed a stra-
tegic plan or done environmental assessment for elderly people, but the
other members of the focus group immediately agreed with her idea.

Clearly, an institution’s view of a desired service may be different
from what customers are seeking. The example of Physicians Computer
Network (PCN) is a perfect illustration.* Wouldn’t a doctor love to have
a free multi-station IBM computer, with full practice-management and
online medical record software, and professional education that includes
interactive online teaching? In 1988, PCN thought so and went about
attempting to provide this package to doctors. In exchange, PCN would
be able to automatically collect data about pharmacy ordering patterns
without the doctors’ having to fill out any forms, and the doctors had to be
willing to look at a few drug company ads sent via the computer. The busi-
ness lost $44 million. Why? Postmortem market research indicated that
even though the computers were “free,” the doctors felt uncomfortable
with the drug companies’ gaining information from them. Since that time,
PCN has changed the arrangement: no more free computers, no require-
ments for doctors to look at ads, and no sharing information with drug
companies. Instead, PCN charges for the software, access to databases,
and leasing of the computers. What seemed like a great idea initially was
flawed because it did not connect with the needs or wants of the physician
marketplace.

This market-based orientation requires healthcare professionals to accept
the fact that the marketplace should have an impact on decision making. For
example, the growth of a clinic may depend on the establishment of new
office hours based on expressed consumer need, or a clinic’s relationship
with a healthcare system and how successful that overall integrated system
is in attracting patients in the market relative to the competition. Many
professionals find it difficult to engage consumers in these discussions or to
allow them to participate in decisions.
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In the mid-1990s, Andy Grove, then-president of Intel Corporation,
described in Fortune magazine his attempt to get answers and to coor-
dinate information when he was diagnosed with prostate cancer.> When
doctors told Grove that he had cancer and recommended a course of
action, Grove went on the Internet and found vast amounts of information
and data. Some of the data conflicted. Nevertheless, Grove learned about
options that his doctors never told him about. Grove, in essence, became
the manager and decision maker of his own situation, and he chose a
path that was different from the one his doctors suggested. Doctors at
Dartmouth Medical School have studied diseases like prostate cancer and
have concluded that when patients are given options, they will often not
choose surgery when no difference in mortality or morbidity is demon-
strated.® More and more patients are questioning conventional wisdom and
are willing to press for options. Professionals who have felt a need to con-
trol the options in the past will be at odds with the market-based approach.

THE OVERALL STRATEGIC AND MARKETING MODEL

The integration process involves the coordination of marketing plans with
finance, human resources, operations, and resource allocation. Also included
are the development of the organization’s entire product or service portfolio
as well as the sharing and coordination of plans with the other services within
the organization.

Many organizations have a reasonably good system for determining and
controlling expenses, but then, mistakenly, consider it a planning or market-
ing planning process. Other companies confuse budgeting with planning.
Although budgeting and forecasting are important in the development of
marketing plans, they are not the sole ingredients. When completed, a mar-
keting plan contains answers to the questions in Exhibit 2.1. Answering
these questions in sequence is the foundation for most marketing strategy
sessions.

The complete strategy and market-planning model is shown in Figure 2.8.
Once all the steps shown in the figure are completed, the company can finish
the business plan with the completion of the operations and financial plan.
The steps in this process are sequential and interconnected. A complete busi-
ness plan requires a marketing plan, and a marketing plan requires knowl-
edge of the strategic vision of the company. Step 1 will explore the essential
elements of an internal/external assessment. In Step 2, a deeper understand-
ing of corporate strategy will be examined along with the tools necessary
to have the strategic conversation. In Step 3 and beyond, a framework for
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EXHIBIT 2.1

Marketing Planning Questions

Who is the market?

Where is the market?

What are the needs and demands?
Where are you now?

* As an institution?

* As adepartment?

* As an individual?

* With respect to the environment and competition?
» With respect to capabilities and opportunities?

Where do you want to go?

* Assumptions/potentials
* Objectives and goals

How do you want to get there?

* Policies and procedures/levels of initiative
» Strategies and programs

When do you want to arrive?

* Priorities and schedules

Who is responsible?

* Organization and delegation
How much will it cost?

* Budgets and resource allocations
How will you know if you did it?

* Feedback and review sessions

* Continuous monitoring

creating tactics will be explored, along with the tools to monitor and evalu-
ate results.

To establish an effective marketing plan, and therefore a market-
based business plan, it is necessary to understand an important premise.
Market-based thinking is the process of determining customer wants and
needs and then, to the extent possible, designing appropriate programs
and services to meet those wants and needs in a timely, cost-effective,
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FIGURE 2.8

The Overall Strategic and Marketing Model*

~N
® Understand internal and external
Step 1 data

strategic

J

® Set the mission, vision, and critical
Step 2 success factors
strategic J

o Complete the strategy/action match
Step 3 and set goals
market plan

® Determine action tactics based on
Step 4 market research
market plan J

® Integrate with business plans and
Step 5 other entities
market plan

® Monitor, control, and feedback into
Step 6 strategy loop
market plan J

*Note: Not the complete business plan model.

and competitive fashion. It is the process of molding the organization to
the customers rather than convincing customers that the organization (for
example, a clinic) provides what they need.

SUMMARY

This chapter concerns understanding how and where the strategy and
business plan fit alongside marketing. Essentially, strategic planning is
designed at the top levels of the company and involves the board. A specific
business plan is at the operating level, or product line of the company, and
marketing is a component of the business plan. Strategic planning is about
corporate direction, and business planning is about the day-to-day execu-
tion of tactics to reach corporate objectives. Strategy and business planning
are important and both exist side by side in successful organizations:

1. Top management must be committed to the process.
2. The CEO is the chief strategist, but the board sets the vision.
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3. Marketing planning must be a way of life, not an activity that
occurs during a certain time within the business year.

The approach must be balanced and integrative.

There must be detailed goals.

There must be an action plan.

The action plan must be result oriented.

Now s

However, the execution of the marketing and business plans is not
straightforward, and therefore it is necessary to obtain organizational
understanding of the planning process as early as possible. Step 1 will
evaluate the importance of understanding the environment, and the tools
that are used to assess opportunities will be examined. Step 2 will focus on
the strategic planning process, including methods to come to an agreement
on a mission, a vision, and critical success factors. Step 3 will concentrate
on determining a marketing strategy, and Steps 4—6 will look at tactics
to use in a marketing strategy and, in turn, how to manage and evaluate
marketing strategy.

QUESTIONS FOR DISCUSSION

1. What is more important, a strong strategic plan or a strong business
plan?

2. Why is it difficult to achieve the strategic plan?

3. Should the CEO be evaluated on the vision, the mission, or the
annual profitability?

4. In health care, is it ethical to have a strategic plan that, in essence,
would cause a competitor to go out of business?

5. Why is there often confusion regarding the differences between a
business plan, a marketing plan, and a strategic plan?
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