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[Start of Recording]  

Gunter Wessels:  Hello, and welcome to the 5 Medical Device Strategies That Are Doomed to 

Fail In 2012 Webinar presented by Total Innovation Group. I'm your host Gunter Wessels the 

health care practice principal. We wanted to thank Joe Hage for a very nice introduction and for 

facilitating this as a sponsor of the Medical Device Group. We also want to thank you for your 

attendance over the next approximately 45 minutes that we'll spend together prior to 

questions and answers. 

Health care today is very challenging and a difficult environment and we are going to talk about 

not only the – why these five device strategies might fail. But we'll also talk about the how and 

what to do about them and because we are focusing on failure, I think it's appropriate for us to 

define failure in this context. Now, the market place is undergoing consolidation, changes, 

reform and a huge amount of uncertainty. One of the consequences of that is upon an awkward 

implementation of a strategy or a failing strategy what you should be able to expect in the next 

year and the following years is listed here. 

We've got sluggish growth anticipated and that would be concern that would be a failure. We 

have market share declines that are predicted, we have pricing and margin erosion and of 

course and then commoditization of your products as many other substitutes from foreign 

sources as well as the messy competitors arise. All of these boils down to a level of diminished 

profitability and we see in practice these observed five strategies resulting in this when in their 

design they are intended to do almost the complete opposite.  

Getting right to the point, the five strategies we see implemented out there in the market place 

by device companies that we have determined will result in failure are listed here. Now the first 

on this list a potentially obscure term which is the use of pricing confidentiality agreements. 

We'll dig into that right off the bat because it's probably one of the most technical parts of 

strategic misstep. We also see a lot of organizations out there adding additional sales people as 

a remedy to declining sales and potential lack of coverage.  

We see the third strategy is a focus on time and market spaces that are geographically driven, 

where the population bases are in a normal coverage map maybe even using the traveling 

salesman model for some optimization and the amount of touch points that are available. 

We see that strategy becoming automated this year as well. The final two I think are also fairly 

well paired but the first one is a focused appeal to physician preference and using physicians as 

the primary focal point of marketing and sales activities and how that's failing. Then the good 

all standby feature-advantage-benefit sales and marketing approach where a device is sold 

primarily based on its features and differentiation and we are using that to build a benefit 

cascade by linking benefits to advantages to the customer. 

Pricing confidentiality agreements are a – they have become kind of a main practice in this 

segment of the industry. Now, if you are not familiar with this, the main purpose behind the 
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price confidentiality agreement is to allow the organization to have some flexibility and how it 

deals with different spaces in the market place. Some customers might be strategic for a reason 

or they might have some attribute about them that requires them to have a non-standard 

price.  

If that non-standard price becomes published it's potentially problematic for the organization 

because other contracts, national contracts, government contracts and things might have 

clauses in them that if a better recognized price is determined that price would be extended to 

the third party entity as well. 

Now, they are useful in small measure for this purpose if you've got luminary or someone else 

who just doesn't have the volume to deal with this. But we see this strategy failing because 

primarily there are a couple of forces in the market place that are actively working against the 

opacity in pricing that the confidentiality agreement creates a lot more transparency, is the 

focus here of not only regulation but active work by among other groups, purchasing 

organizations.  

If you look at competing in healthcare in the current environment there is a natural cascade of 

things that happen. As a piece of technology becomes more mature, more adopted, more 

interest steps in and it becomes a little bit more commoditized.  

At that point price competition ensues and we can do the same thing for less, which puts 

pressure on the innovator and the margins. Then also it results in a higher cost of customer 

acquisition. More sales and marketing effort gets put into building a brand effective and so on. 

These are all the consequences of effective sales and marketing effort. Good purchasing 

organizations are kind of at a counter point to this in the market place where they serve their 

members organizations by increasing the number of available substitutes in this specific 

category and exploding price competition between rival suppliers.  

This serves their members in creating price discounts and improving the value that they can 

deliver to their patients and their health plans. If they can create some sort of margin relief for 

these hospitals and health systems, that merging pressure then gets put back on the 

manufacturer. GPO is actually offset this with reducing the cost of contracting. 

There is a good and valid reason for manufactures to work with GPOs and they do create 

efficiency. But the focus there is as a natural counter point to the marketing and sales effort 

that you are engaging in right now. Now the respective price competition and GPOs do better if 

they are able to develop more coherent information about pricing on the market place that's in 

use during the price negotiations for a national contract. We see these GPOs – Group 

Purchasing Organizations – and other organizations actively stepping into the benchmarking 

world whether assembling databases of prices for medical devices that are discovered in the 

market place. 
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Now GPOs rely on manufacturers to report to them the volume of devices that are sold to 

members and you under your agreement with them if you are a device maker have to report 

that to them. They don't necessarily know the specific price, they just look at the volume and 

it's still somewhat simple from a manufacture to control the amount of pricing information that 

goes to the GPO. But because these Group Purchasing Organizations are member-focused they 

provide a lot of services and consulting to them as well as some third party consulting 

organizations. 

This is all about reducing supply chain spend and increasing efficiency in the delivery of care. In 

doing those activities they've utilized some data bases that use paid prices based on the 

account payable data at various organizations a large segment of the population of hospitals 

these days and begin to benchmark this and compare them to each other and so what you end 

up with is a distribution of prices paid for a specific device. Using the database they are able to 

compare those across different providers and even across the entire market and you see a huge 

variance.  

In fact, the government accountability office has noted this as well because the problem with a 

price variance in the market place especially related to devices is that some of these devices are 

directly reimbursed by Medicare and if Medicare is being charged a different price for the same 

device that becomes a problem. From a policy maker stand point that just shouldn't be. As the 

government accountability GAO office points out, there are huge percentage variances 

between specifically the same model numbers that exist in the market place.  

The Government may not be happy about it they are not necessarily doing anything about that 

just yet but the Group Purchasing Organizations and consulting organizations are out there 

helping members than use the discovery of this price information to reduce their overall spend. 

They'll come back to the manufacturer and say, "We need to look at your contract. We've 

benchmarked the price we paid for this device and we really think that you can do better 

because you've done better in other places. Here's your part number and here's the 

distribution of prices." 

That doesn't become a very difficult situation for you. The other potential liability here is 

related to the federal supplies schedule in that if you supply the government you are required 

by federal law to provide for that part in term of the agreement the best price to the 

government. You may be able to go around that with a confidentiality agreement at this point 

but if databases are increasingly utilized by supply chain managers of every stripe the liability of 

having this hefty federal supply schedule and could create a conflict there is amplified. 

The remedy to this is really a lot more about dealing with transparency around pricing. Pricing 

policy is set really based on volume discounts traditionally. If you buy more you should get a 

better price as the elasticity of demand and economies of scale benefit it makes a lot of sense 

for us to offer volume discount. Making sure that you don't circumvent that with potential 

confidentiality agreements that could point out at your advocacy system price in policy starts 

with the centralize control.  
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The second thing you need to do is if you need to access different market segments, it's 

important for you to come up with justified products variants, versions of the product and not 

just not part number roles but actual different products. That is a legitimate way for you to 

create price differences and access different segments of the market. It works in consumer 

markets; it also works in health care. The other thing you need to keep in mind here is, when 

you specify you group purchasing agreements, certain things are reported and the contract is 

specific. It may make more sense for you to put other variances on the contract and begin to 

live with GPO transparency on that end. 

An innovative thing we've observed in the markets places where manufactures are stepping 

into the care delivery cascade and actually taking some of the risk that the providers face. For 

example if there is a device that can reduce an organization's exposure to downstream 

complications or additional procedures, that financial benefit can either be paid to the 

manufacture in terms of a higher price or price premiums or if required.  

It can be a lower price but there can be a risk change agreement. In any safe harbor compliant 

i.e. non-law violating arrangement like that should be considered if you want to have the same 

effect. The opportunity for that was some emerging regulations is increasing so, those will be 

the four things we suggest you do to avoid the need for a large amount of confidentiality 

agreements. 

The second strategy we're seeing and is related to geographic - the third strategy, geographic 

dispersion is the addition of sales people. We rarely see this strategy failing in 2012 and beyond 

because the health care market, like never before, is in a period of decline. Historically, we've 

been growing and we've been growing the number of people who consume health care in the 

country.  

We've also been increasing the amount of revenue spent on health care as a function of GDP. 

It's now reaching record heights. In public policy as well as the willingness to pay on the part of 

participants in this market is really counteracting that right now. We're at a budget deficit 

situation, the government can't afford Medicare and reform is a consequence to that. 

That's just not the U.S. phenomenon, it's a global phenomenon as the developed world ages, 

more demand for acute care is being felt, and as a consequence, the resources are strained. 

Where there was a boom in the 70s and 80s in the number of hospitals and in-built surgery 

centers and so on – we’re really seeing that tide change and turn and there's much less outlets.  

Consequently mergers and acquisitions area at an all-time high. Last year was a record for 

providers buying each other and not just organizations of the same category, like hospitals 

buying other hospitals. We've also seen a huge increase in the amount of hospitals buying 

doctors' groups, in-built surgery centers, continuum of care providers and so on.  

Where your product might fit into a multiple different context, we see that the decision 

makers, where there used to be three, are consolidating with the market consolidation. One of 
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the more interesting elements of this: if you look at the total spending in health care, about half 

of it on the right side of this pie chart has to do with Hospital spending and Physician and 

Clinical services spending - the in-patient and out-patient divisions.  

The across category consolidation that is being driven by reform can be articulated using this 

graph. If you consider the controversy in health care reform in the U.S right now around 

physician fee schedule cuts for Medicare, it’s very unpopular. There isn't a whole lot of political 

will to cut doctors pay. What's happening though is we've got to shrink to size as this pie. 

In fact as you can see, we spent the same amount in 2009 with an increase in 2010, and then 

we're back down to 2009 levels as the implications of reform and other reimbursement cuts are 

being felt. The way that this pie gets shrunk even more is by making hospitals much more 

accountable for the overall spending. Hospital reimbursements are being cut at a much faster 

rate than what's even being threatened to physicians.  

This is causing them to try and show up their margins and revenues to acquire doctors and 

continuum of care providers. This pie itself is going to shrink, like by becoming more 

consolidated. Thereby, further concentrating the decision makers into a fewer group and 

thereby again reducing the need for more and more sales people. 

Just to show that, in a different vein, if you look at hospitals then, we’re not building any more 

of those and hospitals themselves are shedding beds, as they need to become more efficient.  

One recent study looked at the utilization of acute care hospitals in the country, and we found 

out that overall, we're at about 65% capacity. Now when General Motors went bankrupt, they 

were at almost 80% capacity. The capacity within the facilities is quite large, the under use 

capacity that is. 

As a result, policy makers are trying to shift reimbursement instead of incentivize providers to 

be more efficient. That means we have too many of them and it's reasonable to expect an 

actual net shrinkage in the number of hospitals out there that are delivering acute care. Even 

into the near future, 2013 through 2017, as this number trending the number of beds per-

population-base increases. 

Now if you look then across hospital segments as a focal point here. This is the American 

Hospitals Association Representation of the 5800 almost hospitals that they track. You see that 

the only segment that's been stable is the Federal segment.  

There hasn't been a tremendous reduction or increase in that area and those budget cuts area 

already over. We do see the sharpest amount of decline in the State and Local Run facilities – 

those county hospitals and safety net hospitals. They're very much on the endangered list.  
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The For Profit segment which is almost 20% of the market, or one in five, one in six, they're 

consolidating and merging to try and get bigger in the face of reform and declining 

reimbursement. The same thing goes for the over almost half of facilities that are not for profit. 

Within these outlets, it pretty evenly spread; the only places that are stable are direct 

government paid, like the federal segment. What this is leading to in the way that health care is 

being organized in the way, specifically hospitals are being controlled is this systemization in 

health care. In the last three years, we've seen a huge increase in the number of hospitals that 

link up with other hospitals.  

Hospital corporations and chains are forming quite rapidly to try and get larger and benefit 

from economies of scale. Both on, you acquire resources; you acquire doctors and be able to 

negotiate with device makers. We crossed over more that 50% of hospitals being part of 

systems in 2008, and that trend has accelerated since, once again just repeating on the same 

thing. 

The geographic segmentation here then, if you just look at base population, because of the 

construction of the beds per 1000 population, as well as the way health care is delivered 

differently across the United States. Just giving up territories by where people live and where 

they can get to begins to lose its power. Specifically as we look at some recent rule changes. On 

that point, the Medicare had in its rule set, for a provider facility to maintain its Medicare 

certification. 

They had to have some level of local control. They had to have local CFOs, CMOs, CEOs, other 

O’s that are at that actual facility, and this was a function of rules. They proposed the rule here 

that is pretty controversial especially to doctors and nursing groups, but favored by the hospital 

associations and the college of health care executives. 

Now, the rule would allow for greater centralization of controls, specifically as far as executives 

go. From the local based hospital where you have to have the courage to a remote corporate 

parent. For a doctor that's not really comforting because if my CFO is in a different town, 

different county or even different state, it really harms my ability to get my will manifested as I 

ask for whatever I want. 

Nurses also feel like labor practices will be difficult if managers are more remote. The argument 

that the college and the hospitals associations are making, is that it’s difficult to maintain and 

retain executive talent in some of these difficult to cover areas – mainly in the central U.S and 

more remote facilities.  

Well talk about critical access hospitals that are here, in a second. But, it does make economic 

sense again as well as we try and reduce capacity to get control centralized. Again now the 

geography that's been covered where there might be a bed and a facility, there may or may not 

be an executive that can make a decision. Those decisions will be much more streamlined 

controlled and coordinated from a central location. 
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If you look at the way that Medicare reviews hospitals, because this rule would affect Medicare 

Hospitals, you look at this chart now not every hospital has a distinct Medicare number so while 

there are more hospitals than Medicare numbers they do fall under these categories: you have 

Critical Access, Large Urban, Other Urban and then segments of Rural Hospitals. But more than 

half are Large Urban or Other Urban together. 

Now those facilities are large enough and there is enough, sensibly enough management 

tallying around. But really approaching almost, more than a quarter of Hospitals of these 

Critical Access Hospitals, they're small 25 bed facilities they're in rural areas.  

They really do struggle having executive coverage in a local area. There are also being gobbled 

up by these large Integrated Health Networks and as a consequence, a huge segment of the 

hospitals that may be in your coverage set will be controlled at a different area and their 

control will be a part of a Corporation. The same thing goes for these Rural Hospitals as well, 

but just a representation of the way that looks. 

The summary point here is that where there is a Hospital there may not be a decision-maker. 

Added to this cascade is a new layer of Health Care Delivery. One of the corner stones of the 

Health Reform Act is the Accountable Care Organization and the so-called Shared Savings Rule. 

Now Accountable Care Organization if you're not familiar with them are – the best to think 

about  

Accountable Care Organization is to think about an H.M.O from the 80's and 90's, but add in a 

real big helping of quality measures and outcome measures as well as a big measure of Patient 

participation and Patient satisfaction measures, the things that were wrong we the old H.M.O's. 

The Accountable Care Organizations are there to maintain retain risk for the utilization of 

Healthcare services. They are there to make money by reducing utilization thereby creating an 

underwriting profit or not spending as much on healthcare for the principle payer.  

Now there's a series of versions here, they're Private Pay versions and Medicare versions and 

they're, they're closely related and many of the pieces and parts are somewhat interchangeable 

but the overall theme remains you've got a new organization that is hidden in behind the 

scenes that will be trying to coordinate care in multiple settings. 

Now the success of these organizations depends on their ability to coordinate care on multiple 

settings. Which means if you're an integrated delivery network and you own the continuum of 

care from a physician’s office all the way through to long term care and acute care facilities in 

between you have, you have what it needs to from an Accountable Care Organization especially 

if you own your doctors.  

However, the sweetest part here is in the Multi-Special DE group Practice where doctors are 

able to effect care and care continuum, the care pathways if you will right there at their office 
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especially in managing chronic disease. The success of this depends on their relationships and 

their power and will see multiple forms of them forming. 

If you look at the rise of this and you compare Accountable Care Organizations which are there 

to reduce utilization and Acute Care Facilities where hospitals are, the chart on the left shows 

you the number of beds per 1,000 in population.  

As you can see in the middle of the country there is quite a bit of over bedding compared to 

what’s on the Coast. And if you look on the right to the prominent ACO's this is from the 

Premier Organization, their Pioneering CEOs you see a pretty big contrast especially the [codes 

0:23:43] they aren't any Accountable Care Organizations there.  

It makes sense for, for some coverage differences based on this but Accountable Care 

Organizations then are going to be focusing their efforts in reducing utilization, reducing maybe 

the amount of device-use and heavy duty interventions in high population, high volume States 

and actively counteracting the growth projections that may be backed into your forecast. 

The Levi group actually did some more analysis on this and these charts are from their analysis 

and this, this was a gross tally of the amount of Accountable Care Organizations by State and 

Medicare service area or members service area.  

Now as you can see here the pie chart on the bottom shows that many of these are hospital-

based but there is also a large number that are physician provider groups and so on. But as the 

chart on the right shows you the distribution of these Accountable Care Organizations is really 

micro focused.  

They, they need to be able to operate in a high population density, multi provider area where 

there is a lot of embedded competition. You know, you see the Minnesota, the Dallas, the 

South California and a couple of other hotspots out there these folks are going to be in prime 

markets trying to actively reduce utilization, again their new layer maybe largely unseen. 

On that point of on being hidden they – because they're there to reduce risk, utilization risk and 

hold utilization risk, they're going to rely, Accountable Care Organizations are going to rely 

heavily in medical policy in Coordination Infrastructure. It's going to be an IT play and one that 

looks at assessing risks and recruiting patients for specific things and putting them on efficient 

care pathways.  

Hospital executives in these markets that you may be competing in have, especially the densely 

populated urban areas will have Accountable Care Organizations that they are trying to be 

friends with or trying to compete with. If the facility is a tertiary facility then most likely they 

are going to contract with as many ACO's as possible to try and get the high complexity, high se 

verity cases at the end of this that are going to happen anyway. 
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Community hospitals are going to be greatly strained depending on where they are. They are 

even not going to have any, going to try and deal with one maybe against their own interest. 

But it's going to be a lot more varied in the smaller communities not for profits or obviously 

seeing this is a good formation and for profits are.  

Calculating whether or not it makes financial sense for them to play or not play and Critical 

Access Hospitals are left out here in the cold. This adds quite a layer of variability to what you 

need to do if you're trying to market a device. It puts the emphasis very heavily on your ability 

to generate clinical positive outcomes. 

You know looking at adding more sales people and adding geographic segmentation to your 

strategy for 2012 that leads us to suggest that trying to avoid some missteps there. Guides you 

toward – focusing on an intergraded coverage, both on a sales and marketing stem point 

approach to your market place heavily emphasizing corporate accounts and dealing with large 

chains of organizations it's a must.  

Then supporting those organizations, those corporate accounts in flexible, in a flexible way with 

people who are on the implementation side, who, who can travel and make sure that the users 

who may or may not have any executive next door can deliver the care based on the prescribed 

process in your package inside. 

You need a lot more support resources than maybe sales resources. We also see the need out 

here some best practices been developed on what we call Hyper mobile specialists. These 

specialists are sales and marketing experts. They really understand not only the first order 

benefits of your solutions but the second and third order benefits on how things like the overall 

outcome of the case or even the disease progression is affected, someone who can talk to 

clinicians of various levels credibly and capably. 

These are scarce people and you need to have them mobile and maybe not high 

opportunistically and then move them around the country as opportunities happen. The same 

thing happens with Operational Hyper Specialists, people who are trained in lean sick sigma can 

do workflow re-design; can help with IT implementation or integration of your solution with IT.  

I think that's an opportunity and, and then also specialists who are there to help organizations 

build business cases, rationalize technology adoption, be able to understand what the impact 

will be on the organizations' actuarial risk, their utilization risk and then of course their liability 

risk and have a financial focus.  

Those sorts of things are less but more focused in more capable resources are the remedy to 

getting more sales people and then segmenting them geographically. It leads to the Appeal to 

Physician Preference. We see this strategy mainly as a historical main stage for the device 

industry where doctors’ preferences were the only real requirement for the adoption of your 

solutions. If a doctor wanted it, a doctor could support it then it should be done and we can go 
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ahead and implement it here. The hospitals would either willingly or unwillingly would go along 

with the doctors' preference. 

There were a lot of marketing activities especially in the 1990's and 2000's to a lesser extent. 

On making sure the doctors liked the reps and they would see the reps and if they had a 

personal stake in this thing. This physician Sunshine Act which has gotten a lot of speed and was 

passed in 2011 really counteracts that to a large degree. Now I’m going to tell you what it looks 

like, how it implements and then we'll talk about some implications. 

The Sunshine Act here basically increases transparency about any transfer of value between a 

supplier and a provider. This puts basically a reporting requirement that forces you to disclose 

on an annual basis what you've given as transfer of values to physicians and to provider 

organizations, includes manufacturers and Group Purchasing Organizations.  

You've got kind of a double report there. That adds some complications and it could be some 

duplication but nonetheless. It covers everything, meals, travels, speaker fees, consulting fees 

etc. All the area, are all covered in this. 

There is a heavy focus on physicians on distributorships, where physicians might own a device 

distributorship. Those need to be disclaimed – clearly reported. There are numerous penalties 

for non-reporting and really that's where the penalties start and stop. It's not what you're doing 

it is just that you tell everybody that you're doing it.  

Then conflict of interest and conflict of commitment clauses, this law relies on providers like 

Acute Care Hospitals to enforce those for the physicians they've granted preference – privileges 

too. The penalties are, did you report and were you thorough in your reporting. This is adding a 

paper work layer; it will be part of our world in 2012 even though it was passed last year.  

What are you supposed to report? Well name, date, device, drug etc. What was given even if it 

was charitable and given for some sort of charitable purpose. If it was more than $10 you need 

to report it. There is an additional layer for the Physician Owned Distributorships where the 

physician needs to attest that they own this, they need to loudly and proudly proclaim that they 

own this so that there is the ability for a conflict of commitment or a conflict of interest policy 

to kick in.  

That extends even if you – if the physician makes an investment in a specific firm either in its – 

not completely clear whether or not if there is a – if it's a stock ownership. The rule we found 

on this one is if it's direct investment. Mutual funds I think are exempt. 

If you don’t report, then you're going to be fined. The reporting requirement is not only do you 

need to report but you need to report completely. You need to tell them exactly what you did 

and be complete about it, everything you did. They're anticipating that there is a failure here to 

report because you maybe sloppy at paper work or it's difficult for you if you're a small 

company.  
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They have put two layers of fines in there. The first layer is if you just don't completely report 

but it is because you are inert or incompetent is a minimum of $1,000 a maximum of $10,000 

for each instance. Then the maximum an organization face if there just unable to report, that's 

$150,000.  

However, if you're knowingly not reporting, if you're concealing even part of any information or 

if it can be alleged that it was concealing, the fines are ten times as large; $10,000, $100,000 

and $1 million. Again it's about clear-cut – the completeness of the report, did you report every 

instance and was it truthful of course – you can't be fraudulent. 

The inability to get physicians to prescribe a device or a product based on their personal 

preference and some sort of affinity especially if they are being induced to do so in any way, 

the Sunshine Act then really puts that in sharp relief. But we still need to sell things and we still 

need to get physicians to exert their preference because their licenses are on the line.  

The remedy here is really to focus on the evidence based rational for your device. What is this 

device do for patients and is it substantially better than another device and how so? What are 

the outcomes and so on? Can you use the scientific papers appropriately positioned that 

benefits to the doctor? 

It also requires a focus on the integrated networks. Because control is largely centralized as we 

discussed earlier. Doctor preferences are going to be rolled up amongst other doctors especially 

if they're employed. The integrated delivery networks that are at play within a given geography 

become much more important and medical policy at those delivery networks or health 

networks, influencing them with evidence-based medicine becomes more important.  

It's also because of the corporate nature of the decision making, important for you to be able to 

sell the economic value. How do outcomes improve? How does patient flow improve? How 

does patient satisfaction improve? How is risk avoided in downstream procedures? How are 

those reduced as a consequence of having this device in play? 

It becomes incredibly important for you to have Group Purchasing Organization coverage 

because based on compliance agreements between organizations and their GPO they may be in 

a situation where they’re going to buy on contract a huge proportion at a time, 50%, 60%, 80%, 

90% even 99% at a time sometimes.  

If you're not on contract even if the physician requires it, the GPO and the Purchasing 

Administrator will come back and say, "You've got an acceptable substitute on contract, you 

should buy that one." Again focusing less on getting access to individual physicians, and much 

more focusing on getting access to medical policy makers in the waning away of physician 

preferences as a dominating thing becomes important. 

This leads us to the fifth strategy and one of my favorites which is the Feature-Advantage-

Benefit sales and marketing muntries out there. Unfortunately when most organizations talk 



5 Medical Devices that are Doomed to Fail in 2012 

 

Duration: 48:00 Minutes.  Page 12 of 15 

about Feature-Advantage-Benefit it ends up sounding like we love ourselves. It's a very much 

‘me focused’ promotion. It's about creating differentiation against something else. But we see 

that failing in 2012 mainly because the decision process has evolved – slide number 29 – 

instead we see organizations based on requirements to deliver quality, participate in 

accountable care, deal with reform and financial risk. 

There is an Executive decision rule that emphasizes a balanced approach between the clinical 

utility of your device, the operational efficiency, how it's used and the financial performance of 

that device in its context. That type of marketing and sales promotion is much easier for the 

organization to understand at a basic level because what it does for patients is something that's 

aligned with their mission.  

The best clinical innovation in the world that is undoable, we don’t have the right trained 

people or the right skilled staff to be able to do it, doesn't do us any good. How does your 

device fit in with my current people processes and technology and how does it maybe improve 

those? How does it help me adjust the risk?  

If you're messaging in this format and equally emphasize each three part of this balanced circle, 

you have the ability to increase you're residence and increase your stickiness of your ideas, 

whether this is being discussed by a physician, a medical policy person or even an executive. 

If you think about that three-unit value proposition, it has varying levels of applicability – it 

applies to various levels of the organization. It starts at the department; departments need to 

make sure that they're delivering evidence-based medicine with a standard of care. 

Operationally they need to know, does it fit with their equipment and technology and 

financially they need to know does it fit within their budget.  

If you're influencing Service line Managers, someone for example who's in-charge of women's 

health, or Orthopedics or oncology services and so on. There they are more interested on how 

this device helps them in what they determine as their definition of a Service Line. Maternal 

child has a service line that could include neonates on the child segment or women's health on 

oncology with a breast center or and ovarian cancer focus. What does this allow us to do in 

terms of neuron care etc.?  

Service line Managers are operationally focused on community outreach and marketing and 

how does this device increase the brand power of the organization. They are to try and 

capitalize on the remaining financial favorable market conditions that are out there; prime 

populations in the area.  

At the facility level, clinic utility looks like, how does your device help me grow or reduce the 

services that I’m offering, how does it fit in with my portfolio. Do I have the right staff and 

coverage to be able to provide access to this patient population across the week and 24 hours a 

day? How does your device help me improve my operating margin?  
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It needs to either be less costly, improve my reimbursement and in the absence of those two 

creates some other sort of cost offset that allows the organization to sustain its financial 

performance. At the health system level, the IDN level that's about how does your device help 

me coordinate care across multiple settings.  

How does it help me work with Service Line Portfolios? Does your device work in multiple 

areas? Does it tie together? Can I standardize my women’s health with my orthopedics with my 

oncologist service etc.? How do I coordinate resources from an operational standpoint? 

Again, what are the overall financial returns from partnering with your organization, how does 

this help me with my capitalization with that service, how does this help me be positioned to 

acquire those groups and other providers in my area that I need to get to adequate scale and 

size I am going for?  

At the ACO and network level, it’s all about how does your device help me manage population 

health and keep me well? How does this promote my co-operation among different providers 

that I am partnering with? Operationally, is there any opportunity for me to share services 

using your infrastructure?  

Can we maybe get some distribution or shared stock? How does your device finally financially 

help me improve my market power with my payers and then how does that market power 

translate into your partnership with me and what kind of deal are we getting as a health system 

level?  

Those are clinical operations and financial hurdles across the continuance of care from small to 

large. This leads us to a couple of basic recommendation of what you can do to avoid these five 

strategies and these five remedies. We really see the need for many device companies to 

upgrade the skills of their sales and marketing personnel.  

It’s in this environment required you have greater business acumen; who you can talk about 

evidence based medicine position, position based medicine with clinicians of all kinds. Back to 

good old salesmanship and also how to sell in multiple contexts not just in the department of 

physician level but at leadership levels.  

How that even translates into getting contracts and requests for proposals answered? How do 

you formulate strategies on a macro and micro level? It’s also time this 2012 to upgrade the 

playbook. Look at how you are deploying corporate accounts and rethink that a little bit as 

systemization increases.  

It is important for you to look at your GPO contracts and ascertain what you are getting out of 

them. How you are partnering with your GPOs and then rethink your coverage models. Again in 

the absence of a need to talk to every physician on the floor or in the medical office building, 

how are you covering them and how could you do that more efficiently, in the absence of 

innovation and some smart work here. You have got to be realistic with your forecast because 
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2012 is going to be a difficult year for many providers and that is going to roll down hill and that 

is going to be a difficult year for a lot of suppliers.  

Customers are beginning to win our way and margins are going to be compressed. Many CFOs 

are targeting 20% of greater cost reductions this year that is going to come straight down the 

pike at devices and the price you charge for your devices.  

Fourthly it’s a good idea this year to asses and develop the amount of talent you have, look at 

the amount of specialist you have and how can you focus them on clinical operational and 

financial dimensions, how many generalists you need, how many support people you need and 

where your managers are what their acumen is. Then finally think about your device from a 

different angle, look at what is innovative about it.  

Are you able to enable some new care delivery model that will be interesting to in Accountable 

Care Organization? Or do a progressive integrated health network, or do a multi-specialty 

practices that is busy dealing with risk and multiple complex populations? How does your 

device improve patient flow across multiple setting or within one setting?  

How you are able to nip together episodes of care with your device. Really most importantly 

how does your device help improves the quality of care that is delivered in the US health 

system? If you focus on these few things, it becomes a little bit clear with the work list of what 

you might be able to get to.  

Some questions we have gotten during the webinar here, the first one centers on accountable 

care organizations are they really going to last? I think that question is about the sustainability 

of health reform, whether or not you believe that reformers do for repeal or not based on the 

election.  

It is the law of the land and that is the way your providers are looking at it. The question to 

think about reforms is not whether or not this is the version that we are going to be living with 

is whether this is only what we are going to be living with. The, we do see a lot of activity and 

increases and if we replace the Patient Protection with Affordable Care Act with something, 

what is that something going to look like?  

The conservative view point here, the careful view point I should say, is one of understanding 

what the broad principles are, increasing accountability, increasing transparency and reducing 

the cost of care in the US and how do you fit into that? 

Another question came in across reading down here. Isn't Accountable Care like the lens in 

Canada? Yes, the Local Integrated Health Networks in Ontario Canada are an example of 

Accountable Care emphasizing coordination of resources in the geography and so forth. 

Another question came across here about geographic coverage and yeah, this question is a little 

ambiguous. The point on geographic coverage is that you certainly do need to get to where the 
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decision makers are. Our point again remains at a higher level of contact with a more capable 

person and being able to be efficient about how you do your customer contact.  

Touch points are very important. With that, we want to make sure that everybody who 

attended here today and if you downloaded this webinar and listened to it on your own, we are 

offering for your registration. If you registered for the webinar there is some $500 credit for 

some consultation if you want us to look at your marketing and sales strategy this year, we are 

offering a $500 credit which will get you about an hour’s worth of time.  

There is a $500 credit for some of our development programs as well, as a registered 

participant. You need to use the code med device 2012 or 2012 med device. In the email and 

send that to us at TIGI. If you want to look at a hospital we have a clinical operation on financial 

dashboard, if you will a report that summarizes their performance on those three dimensions in 

an easy to understand format. If you want a hospital you want to take a look at, as you consider 

what you are doing you can certainly request that as well, we’ll be able to make that available 

to you at no charge.  

With that again, we want to thank you so much, we are Total Innovation Group, we work with 

large investors own companies and small companies, up and down the Health care vertical 

continue, manufacture group and organizations, Hospital systems, chains and individual 

hospitals as well as physician groups and ACOs are part of our practice. We help them 

commercialize innovative care models, devices, services, technology and so in a rapidly 

changing environment.  

If you’ve liked what you are seeing here, follow me on twitter @guntherwessels. Please send 

me an email at gunther@mytigi.net or give us a call. Thanks again very much for your attention 

and good luck in 2012. 

 

[End of Recording] 


