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Read the ABOVE called, “Novant Health Decides to Build an Integrated Health Care Delivery Network.”
Write a 3 to 5 page paper (1000 to 1500 words) in APA format in response to the questions:

a. Explain whether or not you think Novant Health created a n effective marketing
channel system and value network, and why?
b. Argue whether you think the delivery channels were a good match for the
product or not.
c. Give suggestions on steps to integrate channels and manage conflicts.
Below is a recommended outline.
 Cover page (See APA Sample paper)
Introduction
a. A thesis statement
b. Purpose of paper
c. Overview of paper
15. Body (Cite sources with in-text citations.)
a. Explain whether or not you think Novant Health created a n effective marketing channel
system and value network, and why?

b. Argue whether you think the delivery channels were a good match for the product or
not.

c. Give suggestions on steps to integrate channels and manage conflicts.

Conclusion – Summary of main points
a. Lessons Learned and Recommendations

5. References – List the references you cited in the text of your paper according to APA format.
(Note: Do not include references that are not cited in the text of your paper)
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OPENING EXAMPLE

Novant Health Decides to Build an Integrated Health Care Delivery
Network Novant Health was one of the many hospitals nationwide that implemented
a breakthrough marketing channels strategy in the 1990s. This Winston-Salem, North
Carolina—based health care system decided to create an integrated delivery network (IDN).
Hospitals at the time believed that they could gain market share, increase operational
efficiency, and ultimately reduce overall health care costs by participating in as many
components of the health care system as possible.
A typical IDN brought together a range of health care organizations. For example,
a horizontal channels integration strategy was used to merge with or create alliances
( with other hospitals. A vertical channels integration strategy was employed to invest in
physician practices and health insurance plans. Hospitals nationwide purchased health
clubs, laundries, laboratories, and even restaurants in the name of integrating their
networks. As Novant and other health care systems discovered, however, reaching their
IDN objectives was more of a challenge than they expected.

Novant was successful with its horizontal channels strategy. It merged Forsyth Medical
Center in Winston-Salem with Presbyterian Healthcare in Charlotte, North Carolina—two
. flagship hospitals—along with their various health services affiliates. Additionally, Novant
734AM : committed to building three additional hospitals in small communities in its secondary
5/F5”/(2]:y17 markets and to developing medical plazas in strategic market locations. Medical plazas
are innovative channels that offer a mix of ambulatory services, based on a community’s

pecifi dical n hat are desia or easv access to each other.
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specitic medical needs, that are designed tor easy access to each other.

One part of the Novant vertical channels strategy in the early 1990s was the devel-
opment of Partners Health Plans, an independent practice association (IPA) HMO. Novant
learned, however, that operating a health plan was very different from managing a medical
center. For example, although the health plan and hospital were managed independently,
physicians and other providers often criticized the senior medical center management
because of difficult provider contracting and reimbursement decisions by Partners.

Partners Health Plans was quite successful based on its financial performance,
membership growth, and NCQA certification. Other factors, however, including pushback
from competing hospitals, strained physician relationships, and the lack of scale needed
to compete with national payers led Novant to a decision to sell Partners to BlueCross
BlueShield of North Carolina.

Another component of the Novant vertical channels strategy was the integration of
medical practices that included an estimated 800 physicians. Like many hospitals, Novant
experienced financial and management challenges here as well; but unlike some other
hospitals, it persevered and made changes based on its commitment to its physician
integration strategy.

Understanding that its physician practices needed to be managed more like a

multi-specialty group than a hospital clinic, Novant adapted and placed decision-making
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Designing and Managing Health Care Marketing Channels

for these practices back in the hands of the physician groups. Network management
leaders with strong practice management experience were also brought on board.
Physician compensation was tied to patient activity instead of a straight salary. Novant
also formed a joint venture with the physicians to address the increasing costs of medical
malpractice insurance. This “risk retention group” provided more competitively priced
malpractice insurance to the medical staff.

Over time, this approach to vertical channels integration improved financial results
and allowed Novant to invest in additional clinical and management resources, such as
new medical equipment and physician recruitment assistance.

Source: Interview with Bob Seehausen, SVP of business development and sales at Novant,
Aug. 2007.
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