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New Service Line Development: The 
OPEN MINDS Step-By-Step Approach To 
Developing Innovative Programs
By Monica E. Oss

New service line development has been top of mind for many executive teams of specialty 
provider organizations. The reasons are many—the need for diversification, shrinking margins, 
new payer and health plan needs, new competition, and new treatment technologies are all 
having a big impact on provider organization service portfolios (see Do Something Different, 
‘Differently’ and Finding Your Next Cash Cow).

There are two issues in new service line development. The first, a metrics-based approach for 
deciding what new services to develop. The second, a structured approach to developing and 
launching those new services. Fortunately, there are best practice models for both. And, in this 
article, I want to focus on the latter—taking your new service line from concept to market. (For 
more on evaluating service line options, see The Tricky Path From Strategy To New Service 
or this great presentation, Diversification & New Service Line Development, by my colleague 
Joseph P. Naughton-Travers.)

The best practice model for service line development and implementation that we use at OPEN 
MINDS is based on service research literature and twenty years of applied use of the service 
line development model in the field. The approach is a two-phase stage-gate model that allows 
organizations to make a “go or no go” decision at every step—a way to both “fail fast” and 
minimize investments until far into the process.

The first phase is the feasibility analysis stage where the team defines the new service line, 
analyzes market and competition for the new service line, and conducts a financial feasibility 
analysis. The second phase is design and development—design the service line, prepare for 
launch, manage the launch, and then pilot and test.



4

Phase I: Feasibility Analysis Phase
The feasibility phase of the project provides a comprehensive analysis of the market opportunity 
and the future financial sustainability of a new service line. Ultimately, executive teams want to 
answer the question: Will investment in this service provide a sustainable and reasonable return 
on that investment? This demands the creation of a clear and detailed definition of the service line, 
a careful analysis of the potential competitors, and finally a financial feasibility analysis of the new 
service line for your organization. At each stage in this process, the team can make a “go/no-go” 
decision about the service line before you move onto the next step.

Step One: Define the new service line—This is where you take an idea and hone in on the 
details to build a complete picture of the service you are offering. This includes building an 
operational description of the service, a description of the target markets and customers, the 
pricing and payment structure you plan to use, and the cost data and operational parameters 
necessary to make the service work. Once you define those items, it’s time to make your first “go/
no go” decision. If the proposed reimbursement, target customer, or the operational structure 
don’t fit with your organization’s mission, capabilities, or finances then you should go back to the 
drawing board.

NEW SERVICE LINE DEVELOPMENT
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Step Two: Analyze the market and competition for the new service line—Even a great idea 
for a new service line can’t be successful if the market is already saturated or the competition 
has the market locked down. To make sure there is room for your organization to enter the 
market, start by defining the specific characteristics of the market with pre-defined metrics, and 
then developing a formal analysis of opportunities and threats in creating the new service line 
within that market. What are those characteristics?

1. Customers—Start by thinking about the population you plan to serve: How many individuals 
in your target populations are in your service area? Is there unmet need? How do customers 
perceive the service you plan on offering and do they think it has value?

2. Payers—Then, think through which payers you can partner with: Do the payers in your area 
have a need for this service? Is this a service they prefer? What is the current reimbursement 
for this service?

3. Referrals—Consider how you will collaborate with other provider organizations in the 
community to build a service continuum: Do other communities in the area see a perceived 
need for this service? Are they looking to refer customer to this service?

4. Competition—Determine who your competitors will be now and in the future, and what 
impact they will have on your planned services: How many other organizations already offer 
this service in your area? What do they charge? What is their unique selling point? Build a 
profile that maps out these characteristics and how those affect your own services.

Finally, make a “go/no go” decision on whether you are in a competitive enough position to even 
advance your service line development. After the above steps, you should have a short-list 
of possible new service lines, and it’s time to conduct a formal feasibility analysis of your new 
business opportunity.

Step Three: Financial feasibility analysis—Next you need to get into the nitty gritty of the 
financial feasibility of your new service line. To do this, you need to outline the proposed 
design of the new service line-a process that will identify specific programmatic core offerings 
and determine the basic organizational structure of the new service line (staffing, reporting 
relationships, etc.). This outline is key to the final feasibility step—the financials. Conduct a 
financial analysis, with a keen focus on target costing that will allow you to determine market-
based price points for the new service. Use this to establish tentative price range based on 
desired positioning and competitive landscape and conduct a break even analysis for new 
service. Once again, use the data gathered from your financial feasibility analysis to make a “go/
no go” decision.

NEW SERVICE LINE DEVELOPMENT
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Phase II: Design & Development Phase
Up to this point your efforts will have been focused on defining market characteristics, and a 
very academic understanding of where the opportunities are in the market. With your financial 
model developed (and assuming the numbers look good), it’s time to advance your new service 
line from concept to a reality. Throughout phase two, you also can make a “go/no-go” decision 
at each stage of this process. During this phase, there is often a temptation for executive teams 
to succumb to the “sunk cost fallacy”—feeling hesitant to abandon plans for a new service, even 
if the process shows that the service may not work, because they’ve already invested time and 
resources in the development of the new services. But each stage of the four-step process below 
should be used as a sign-post in the process where your team can evaluate the risk of your 
proposed new service and determine its potential for success.

Step One: Service line design—While you’ve already sketched out the basics of your service 
line design, it’s time to refine the design. Start by writing a comprehensive service description 
for market, with a focus on developing a proposed unique selling proposition (USP) and market 
positioning statement for this service line. Take time to outline those unique features (cost, quality, 
performance, availability, technology, leadership, timely delivery, superior service, customer 
support, etc.) that make your service the better choice for consumers.

With that information in hand, define and map operational flow that lets you identify roles and 
responsibilities for service delivery (by departments and all staff positions), and allows you to 
define how new service line delivery and operational departments will interface with one another 
in the existing organization. Finalize pricing and pricing structure with a review that will validate 
the proposed costs from the feasibility analysis. Conduct modeling to determine return-on-
investment (ROI) and confirm breakeven point, investment capital requirements, and cash flow 
requirements.

NEW SERVICE LINE DEVELOPMENT
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Step Two: Service line launch preparation—If you have made it this far, you are getting 
ready to “go live.” But there is no “launch button” that takes care of all the important details 
that must be hammered out first. In this step, develop an operations road map that includes 
an implementation plan, productivity standards, flowcharts, and a detailed operations manual. 
The goal is to both build the structures that will be needed to operate and maintain the service 
line, and to understand how to meet both regulatory and “success” standards. With all this 
information in hand, you may find that it’s no longer feasible to adopt this service line.

Step Three: Service line launch management—You will need to construct a test or “pilot” 
program model for new service line, which includes developing a marketing and promotional 
plan, hiring the necessary staff, and developing the launch project and tracking plan. With this 
step, there is nothing left between you and an active attempt at making the new service line 
work. Don’t think it’s going to work out? This is your last chance to decide if the service line is a 
go or no-go before the formal launch.

Step Four: Service line launch and pilot test—This step is where you finally “let the horse 
out of the barn.” Implement a new service line launch plan and monitor the implementation 
via performance metrics. If things aren’t looking perfect, “modify” the new service based on 
performance of pilot during launch phase. Reassess the service line viability and determine next 
steps, which will either be a second pilot, a full launch, or a final “no go” decision.

Innovation should be a part of everyday practice for executive teams, but innovation without a 
clear plan for creating value will be fruitless for your organization. This two-phase process for 
new service line development will ensure that your organization can be innovative enough to 
stay competitive in a value-based market by building sustainable new service lines.

NEW SERVICE LINE DEVELOPMENT
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So much happened in the past 90 days in the health and human market space. But what 
really matters? What are the “stop the presses” developments that executive teams need 
to incorporate in their strategic thinking? Our team had some debates about what were the 
developments that have the potential unravel the best laid plans of many organizations—and 
came up with the “big five” for the quarter. The themes were two-fold: One, the push for “whole 
person” approaches to care and, two, the integration/consolidation of organizations, functions, 
and financing.

Among the many developments that we think will reshape strategy are payers increasing focus 
on social determinants. In the past quarter, the Centers for Medicare & Medicaid Services 
(CMS) announced that Medicare Advantage plans in 2020 will be able to offer supplemental 
social service benefits if they diagnose, compensate for physical impairments, diminish the 
impact of injuries or health conditions, and/or reduce avoidable emergency room utilization (see 
Medicare Advantage To Offer Supplemental Benefits For Social Determinants In 2020). The 
second was UnitedHealthcare’s announcement that it expects its provider organizations to use 
the International Classification of Disease, Tenth Revision, Clinical Modification (ICD-10-CM) 
Z-codes, in categories Z55 to Z65, to capture information about the consumer’s reasons for 
a health care visit that further explain the need for the social support services. The idea is to 
expand efforts to identify consumers with social service needs (see UnitedHealthcare Expands 
Initiative To Use Diagnostic Codes To Capture Social Determinants Of Health).

Adjust Your Strategic Sails!

By Monica E. Oss
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ADJUST YOUR STRATEGIC SAILS!

The implications? There will be a new market for “packaged” social services. But these won’t be 
the social service of the past – they will be “prescribed” packages of support services for specific 
consumers with a carefully calculated return on investment (ROI). The availability of these new 
payment streams means that new competitors will enter the market space, forcing traditional 
social service provider organizations to ramp up their measurement of cost and outcomes.

My long-term questions: Will public social service budgets shrink as these services become 
“medicalized”? And, will the types of social services available to an individual vary by their health 
plan members (and whether they are insured)? These are big issues to watch.

In addition, the push for whole person approaches in the last quarter included the CMS proposal 
to launch health homes for children with complex conditions. The Medicaid Services Investment 
and Accountability Act of 2019 (MSIA) directed CMS to create Medicaid health homes for children 
with chronic or complex conditions such as cerebral palsy, cystic fibrosis, sickle cell disease, 
muscular dystrophy, severe autism spectrum disorder, and serious emotional disturbance. The 
health homes will provide five general services. More detailed information is expected in October 
2020 and planning grants for the health homes will be available in 2022 (see CMS To Launch 
Health Homes For Children With Medically Complex Conditions).

I’ll be the first to admit that I didn’t expect the original health home program for adults to be 
anything more than a fad. But while health homes have grown in fits and starts, there are now 
23 states and the District of Columbia with health homes and more states are developing models 
(see Medicaid Health Homes: SPA Overview). And almost more importantly, the health home 
construct is now common in the commercial health insurance market and with accountable care 
organizations.

The implications? Executives of child-serving organizations will face a “fork in the road” in terms of 
their market positioning. They will need to decide if they want to be the “coordinator” of all services 
– or a specialty service provider working in conjunction with one of those coordinators. For the 
organizations that want to operate a children’s health home, they will need the same clinical, 
financial, and technological infrastructure as the many organizations that are already serving as 
adult health homes or specialty medical homes. And this will bring new and different competition to 
the children’s services market space.

At the same time, retail pharmacy, and soon-to-be-insurer, CVS announced their own approach 
to whole person care in the form of one-stop-shopping HealthHubs. In 1,500 of its current 
retail locations, CVS plans to dedicate 20% of retail space to health care services like urgent 
care, telehealth, chronic disease management, and wellness. The HealthHUBs will offer a care 
concierge professional, seminars, kiosks, and iPads for wellness apps (see CVS To Expand 
HealthHUB® Format To 1,500 Stores Nationwide By 2021).

The implications? New competition for a number of provider organizations. Obviously, traditional 
primary care practices face a competitor with a consumer-centric approach and wide range of 
services. But specialty provider organizations face new competition as well. The model will include 
chronic care management and Minute Clinics already have telehealth services for specialty 
consultation. The HealthHub concept—if successful—is perfectly positioned to compete for care 
coordination, medical home, and health home contracts.
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At the same time, the push to value-based forms of reimbursement entered Medicare primary care 
– with CMS unveiling five new models for value-based primary care reimbursement. CMS primary 
care payments will likely fall in one of two models.

The first model is called Primary Care First and will utilize a risk adjusted professional population-
based payment with a flat primary care reimbursement fee. The second model is a direct 
contracting model that will pay a capitated, risk adjusted payment for enhanced primary care 
services. Overall, CMS estimates that 25% or 11 million Medicare FFS enrollees will be served 
under the new model (see CMS Announces ‘Primary Cares Initiative’ With Five New Value-Based 
Models).

The implications? This is reflective of the overall movement of Medicare away from fee-for-service 
reimbursement. There will be opportunities for specialty provider organizations to collaborate with 
primary care practices that, under this model, will be more likely to refer high-needs and complex 
consumers for specialty care – depending on the performance incentives. But certainly, this 
change in financing is going to drive the purchase of a host of digital health options by primary 
care practices who will be substituting tech-enabled interventions for staff time.

Finally, we have two notable mergers among health plans. Wellcare is being acquired by Centene 
and Anthem is acquiring Beacon Health Options (see Centene To Buy WellCare For $17.3 Billion 
and Anthem To Acquire Beacon Health Options). These mergers represent the continuation of two 
trends we have noted before—the consolidation of membership among a small number of health 
insuring organizations and the dwindling of the use of the horizontal carve-out for care financing 
and service delivery.

The implications? Centene will continue to be the largest insurer of Medicaid beneficiaries by far 
(see The 2019 OPEN MINDS Medicaid Managed Care Market Share Report) and Magellan and 
New Directions remain the only major national behavioral health carve-out companies (and New 
Directions is affiliated with the Blues system). I think the bigger picture is that the standardization 
of health service delivery will happen within national health insuring systems and not necessarily 
within geographic regions. While the health insuring organizations do have local plans with 
local control and local provider networks, we are seeing the advent of national contracts for a 
wide range range of specialty services (see Developing A Value-Based Partnership: The Optum 
Case Study; Humana, SurgCenter Development Announce National Agreement Expanding 
Availability of Outpatient Joint Replacement at Surgery Centers; and Walmart Adds 12th Center 
Of Excellence To Knee, Hip Surgery Network). This trends poses a market share threat to local 
provider organizations delivering those specialty services.

As I was thinking about the future impact of these recent developments, I immediately thought 
about the need for scenario-based planning models and a nimble executive team. Strategy is 
more important than ever – but that strategy needs to be constantly adjusted with the changing 
market. What to do? I was reminded of the William Arthur Ward quote, ” The pessimist complains 
about the wind; the optimist expects it to change; the realist adjusts the sails.” It’s all about 
adjusting the strategy sails, so to speak.

ADJUST YOUR STRATEGIC SAILS!
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First Telehealth—Now Virtual Health
By Monica E. Oss

Greetings from Gettysburg, Pennsylvania, where its finally sunny and we’ve gathered 250+ 
executives for The 2018 OPEN MINDS Executive Leadership Retreat. The first half of the retreat 
has been all about developing new partnerships and new models of care in a value-based 
market.

Monday’s seminar, How To Build Value-Based Payer Partnerships: An OPEN MINDS Executive 
Seminar On Best Practices In Marketing, Negotiating, & Contracting With Health Plans, led 
by my colleague and OPEN MINDS Senior Associate Richard Louis, provided a roadmap to 
building new relationships with health plans. Yesterday’s featured speaker, William Lopez, 
M.D., CPE, Senior Medical Director, Behavioral Health of Cigna Behavioral Health, discussed 
Cigna’s key initiatives for addressing the needs of consumers with complex conditions in his 
presentation, Key Issues Shaping The Market For Complex Consumers: The Health Plan 
Perspective On What Executives Need To Know To Succeed. And this morning, we heard 
from Debra Smyers, Plan Product President of Centene’s Sunshine Health about their plans 
for improving access to behavioral health services by moving to new value-based models in 
her session, Next Generation Models For Health Plan Behavioral Health Services. A common 
theme in all three presentations was the importance of improving both consumer access to 
services and consumer engagement in their health care—and several times throughout those 
discussions, telehealth was mentioned as one of the preferred solutions to addressing those 
issues.

One aspect of the discussion really got me thinking. In Dr. Lopez’ session, when asked by the 
audience about “telehealth”, he used the term “virtual health.” What I have been mulling over 
the past two days is that what we have traditionally referred to as “telemedicine” is now part of a 
much broader category of tech-enabled therapy services. All three presenters referred to “virtual 
health” services ranging from virtual online provider networks; asynchronous “store-and-forward” 
diagnostic services; and automated programs like eCBT and mindfulness apps.

This raised a critical market question in my mind: Are health plans at the point where they will 
accept this range of services as functionally equivalent to face-to-face services? If outcomes 
and consumer satisfaction are the same, are any of these service solutions acceptable? If the 
answers to those questions are “yes,” the door is open for the complete disruption of traditional 
“therapy” services market.

The widespread move to value-based reimbursement and a greater acceptance of the “virtual 
health” concept will rapidly increase the market for automated therapies driven by augmented 
intelligence. The rationale isn’t complicated—therapies using these tools are both extremely 
convenient for consumers and a fraction of the cost of “real time” therapies delivered by a clinical 
professional.
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The widespread move to value-based reimbursement and a greater acceptance of the “virtual 
health” concept will rapidly increase the market for automated therapies driven by augmented 
intelligence. The rationale isn’t complicated—therapies using these tools are both extremely 
convenient for consumers and a fraction of the cost of “real time” therapies delivered by a clinical 
professional.

And while consumer preference may still be an issue, that won’t always be the case. We recently 
wrote about a new survey showing that about 18% of consumers use telehealth services (see 
Telehealth Gains Popularity, Telehealth Budgets Don’t), with many consumers reporting concerns 
around privacy and insurance coverage. But while the majority of consumers prefer face-to-
face therapy today, those preferences will likely change with time as the generation that is more 
comfortable with online communication ages.

For provider organization executives, success in the therapy market will require integration of 
tech-enabled services into their service lines. One big issue will be identifying those conditions or 
situations where on-site face-to-face service delivery is clinically superior to tech-enabled therapy 
models. This is a question without an answer right now (I think), but a question that will ultimately 
determine the “right size” of the supply of clinical professionals in the U.S.

The other big issue will be understanding consumer preferences. Executive teams will need a 
better understanding of how consumers select therapy services. As we recently reported on, that 
selection criteria isn’t necessarily driven by clinical outcomes (see How Do Consumers Pick A 
Provider? It’s Often Not Quality).

It appears that best practices in the delivery of a wide range of therapy services (counseling, 
assessments, case management, remote monitoring, and more) is being reinvented as we speak. 
Staying ahead of the curve in the change of preferred clinical service models is one of many 
challenges faced by specialist organizations serving complex consumers. 

FIRST TELEHEALTH—NOW VIRTUAL HEALTH
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Anticipating The Strategic Impact Of 
Virtual Health
By Monica E. Oss

I’ve begun to think more about the impact of “virtual health” on the competitive advantage and 
sustainability of health and human service organizations. First, the term. This overarching 
construct came from William Lopez, M.D., CPE, Senior Medical Director, Behavioral Health of 
Cigna Behavioral Health, when he discussed Cigna’s key initiatives for addressing the needs 
of consumers with complex conditions in his presentation, Key Issues Shaping The Market For 
Complex Consumers: The Health Plan Perspective On What Executives Need To Know To 
Succeed, at The 2018 OPEN MINDS Executive Leadership Retreat. Instead of simply discussing 
“telehealth,” he addressed a much broader category of tech-enabled therapy services that 
he referred to as “virtual health”—services ranging from telehealth and virtual online provider 
networks; asynchronous “store-and-forward” diagnostic services; and automated programs like 
eCBT and mindfulness apps.

As our team has looked ahead at the changing acceptance of virtual health (see our article, 
First Telehealth-Now Virtual Health), I think there are three areas where these technologies will 
remake the economics (and sustainability) of health and human service organizations-in the 
delivery of therapy, in the primary care model, and in workforce management.

Therapy Remade
The delivery of “therapies” of all types (not just mental health) is being remade by virtual health. 
First there is the growing use of real-time telehealth in behavioral health (see Telehealth Is 
Remaking More Than Therapy). And, we have several payers covering psychiatric assessments 
conducted using store-and-forward technologies. Finally, the advent of augmented intelligence 
and the use of chatbots in therapy. My take is that tech-enabled treatment will become the rule 
instead of the exception in behavioral health. Tech-enabled treatment is convenient, it solves part 
of the access issue, and it is less expensive-all drivers of use even without “perfect” information 
(see What Will Mental Health Treatment Look Like In The Years Ahead?).
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ANTICIPATING THE STRATEGIC IMPACT OF VIRTUAL HEALTH

Primary Care Restructured

Virtual health is also changing primary care. We are seeing the rapid expansion of retail primary 
care services—all of them dependent on interoperable EHR capability and the use of telehealth 
to provide access to real-time consultations. Augmented intelligence tools—for diagnostics and 
prescribing—are changing the decision support landscape for primary care professionals. And, we 
now have tech-enabled “on demand” primary care in home and on smartphones. Primary care will 
look very different in the very near future (see The Primary Care Reinvention).

The Tech-Enabled Workforce As Competitive Advantage
The shortage of psychiatrists, the shortage of nurse practitioners, the shortage of direct support 
professionals, and the shortage of home care workers—all are driving executive teams of provider 
organizations to look for solutions that can augment (or replace) many staff positions. The creation 
of hybrid human/technology service delivery systems may seem futuristic, but it isn’t. The tech 
is already out there, including remote monitoring tools, tech-enabled care coordination tools, 
and more. And the market pressures are already health and human service organizations in 
that direction. The key will be aligning the work done by developers of new technologies and the 
management practices of health and human service organizations (see Workforce Problems? 
Technology As Strategy).

For organizations that provide traditional health and human services in traditional ways, the 
question is what to do and how to do it. This issue is focused on the issues of technology selection 
and technology strategy—both essential to the sustainability of health and human service 
organizations in this new market. The question that immediately arises for any executive team that 
isn’t experienced in the selection process is, “how do we do this?” To answer that question,
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this month we have a breakdown of the OPEN MINDS technology selection process from 
OPEN MINDS Executive Vice President, Sarah C. Threnhauser (see Using Virtual Care To 
Improve Your Value Proposition: Best Practices In Integrating Technology Into Your Community-
Based Program); as well as the digital technology selection method used by Bruce Bird, Ph.D., 
President and Chief Executive Officer at Vinfen (see Tech Evaluation: Q&A With Vinfen’s Bruce 
Bird, Ph.D.).

Choosing technologies to improve your organization’s market positioning and strategic 
advantage is a formidable challenge, but when done right it can deliver on the strategic 
initiatives for market success. For examples of how to incorporate new technology into your 
organizational strategy, we’ve spoken with Brian McCann, President and Chief Executive Officer 
of The Faison Center to share his experience in creating a fully tech-enabled residential facility 
for adults with autism spectrum disorder (see The Tech-Enabled Home: The Faison Center 
Model); and Janelle Wesloh, Vice President of Clinical Excellence, Innovation and Recovery 
Management for the Hazelden Betty Ford Foundation, where they have incorporated technology 
into their addiction treatment programs to support in-person treatment and ongoing recovery 
(see The Virtual Care Platform Of Hazelden Betty Ford: MyRecoveryCompass).

Like all periods of change, however, some words of caution-often a “pro” comes with a “con.” 
One great example is computerized cognitive behavioral therapy (eCBT). There are the 
growing number of eCBT and related online expert treatment systems that replace or augment 
treatment (see Planning For The Digital Reinvention Of Your Market), and this approach is 
showing great results. It has proven to be a more effective treatment for depression and anxiety 
treatment compared to usual care from a primary care professional (see eCBT More Effective 
For Treating Depression & Anxiety Than Usual Care), and it is effective for reducing insomnia 
and psychosis (see Online CBT Effective For Insomnia & Psychosis). But should it become the 
first line of treatment for consumers with mild to moderate symptoms, whole service lines that 
were previously profitable may go away. Making the right adoptions at the right time will take a 
strategic balancing act.

My final prediction? The widespread move to value-based reimbursement and a greater 
acceptance of the “virtual health” concept will rapidly increase the market for automated 
therapies driven by augmented intelligence. For provider organization executives, success will 
require integration of tech-enabled services into service lines, and the operational processes 
that can identify which consumers, in which situations, will benefit from this approach.

ANTICIPATING THE STRATEGIC IMPACT OF VIRTUAL HEALTH
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Most organizations are thinking about adding new service lines – for all sorts of reasons. Ending 
the dependence on a single payer is a big one. Increasing revenue by expanding services to 
current customers is another. And taking advantage of a new market or a new service delivery 
opportunity, or staying ahead of the demographics of the community are others.

The first is your organization’s strategic plan. If you don’t have a strategic plan, you need one. 
Within your strategy development process, you should have established some of the “big 
picture” parameters that will guide your new service development process.
But, deciding on what new service line to offer is not an easy task. And what I have discovered 
in my work is that most health and human service organizations have more new service line 
ideas than they have time or money. And new service line decisions are often made without a 
disciplined process. It is this disciplined process of new service idea assessment and analysis 
that separates successful organizations in a competitive market from the less than successful.

So where do you start? Think three big steps:

1. Strategic Plan
2. Opportunity Analysis
3. Feasibility Analysis

Strategic Plan
The first is your organization’s strategic plan. If you don’t have a strategic plan, you need one 
(see The OPEN MINDS Guide To Strategic Planning: Best Practices In A Turbulent Market 
premium members, The Need for Strategic Planning is Universal all members, and The Futurists 
View of Health & Human Services: A Briefing & Executive Exercise in Strategic Scenario 
Planning premium members). Within your strategy development process, you should have 
established some of the “big picture” parameters that will guide your new service development 
process. These are parameters like your long-term vision for your organization, customer base, 
key strategic initiatives, market positioning, and geographic scope. From the outset, any new 
service line opportunity should be ruled out if it doesn’t fit within this framework.

Adding A New Service Line: A Disciplined 
Planning Process Is Key To Success
By Cory Thornton, MS
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Opportunity Analysis
Next we have opportunity analysis. At the very beginning, developing ideas for a new service 
line can almost be too easy. If you have worked in the health care industry as a service provider 
of any length of time, you can no doubt list off quite a few services that are much needed in your 
community. While it a great exercise for getting your selection process started, the real work will 
start when you need to pare this group of ideas down.

This needs to be an effective process that selects and prioritizes those opportunities that you 
have identified, and like many other business processes, relies on metrics-based evaluations. The 
process includes the following steps:

Coming up with a list at this phase is not simply about brainstorming. For each idea, you will 
want to supply a sophisticated and formal concept statement for each new program. Further 
down the road, should you select one of these new service concepts, this concept statement 
will supply you with much needed program support. This support should include a description of 
the service, service demographics, and the all-important business development criteria (market 
share, profit margin/loss, etc.). It should also address the amount of market potential possessed 
by each service line. Will the service provide consumer needs for specific service components? 
Will it outperform existing competition? Will the service garner much needed referrals? Is it easy 
to communicate, promote and position? What are the demographics and prevalence of the 
population to which you seek to provide the new service?

ADDING A NEW SERVICE LINE: A DISCIPLINED PLANNING PROCESS IS KEY TO SUCCESS
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ADDING A NEW SERVICE LINE: A DISCIPLINED PLANNING PROCESS IS KEY TO SUCCESS

Feasibility Analysis
Assessing the feasibility of your proposed service lines should be a comprehensive focus that will 
help your organization’s risk management, and allow you to translate the planning process into 
actual business practice. By combining a financial feasibility study with the service line market 
explorations above, you should have a comprehensive understanding of each service line, and the 
possible success of putting that product into practice.

Ultimately you want to answer the question: Will investment into this service offer a return on that 
investment? The decision to either proceed or stop development on any given service line will 
rely on assessing whether there is a sufficient market, whether you can position yourself in that 
market, and whether you can deliver the service at the available market rates.

At best, the above process will only give you a shorter list than the one with which you started. 
The step missing above, and the obvious step for any new business commitment, is a formal 
feasibility analysis of your new business opportunity short-list.

With answers to these questions, you can develop an operational description for the new service 
line that identifies your target markets, creates proposed pricing and payment structures, and 
identifies the sales/distribution channels. A quick list of service line description requirements 
include:

1. Operational description
2. Target markets and customers
3. Revenue/sales history and historical pricing, by customer type
4. Pricing or payment structure
5. Cost data and operational parameters
6. Historical/current marketing strategy and tactics

On this list of very important items, adequately assessing your target market—and the potential 
that exists to provide this market with any one of your new service line ideas—will include 
identifying how many people are affected by the health condition you are treating, co-morbidity in 
that population and competition. A new service offering may be a good idea at the state level, but 
not at the national level (or vice versa).

A new service may also be a good idea against one set of competitors and not against others. 
Knowing the competition – programs, market share, organizations characteristics, financial 
stability, customer base, public image, rates, advertising strategies, etc. – will help you customize 
your offerings and compete.

To develop a scoring scale for this step, each metric needs a scoring measure (such as maximum 
and minimum scores) and each score needs to be assigned a weight that reflects your priorities 
and to show its relative importance in the decision making process in service line development 
and investment.
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At the end of this process you will have a list of service offering options that you have measured 
each against your customer’s needs, your competition, and the opportunity for a unified market 
niche. If you discover that a service scores unfavorably, you probably need to put it on the shelf 
it until it scores better. This will be one of the many opportunities you have to make a “go or no 
go” decision for a service line.

Up to this point your efforts should have provided an operational definition that looked at the 
characteristics of the market, and a formal understanding of the opportunities and threats for 
each new service. With this completed you can now conduct a detailed financial analysis that 
will include taking your outline for the proposed design of the new service and following these 
steps:

1. Outline the proposed design of the new service line
2. Identify specific programmatic core offerings – processes, protocols, etc.
3. Determine the basic organizational structure of the new service line (staffing, reporting 

relationships, etc.)
4. Conduct financial analysis
5. Conduct target costing and determine market-based price points for the new service
6. Establish tentative price range based on desired positioning and competitive landscape
7. Preliminary breakeven analysis for new service

An analytical technique for studying relationships between fixed cost, variable cost and profits 
is a break-even analysis. A breakeven point represents volume of sales at which total costs 
equal total revenues (when profits equal zero). It is important to understand the capital and cash 
requirements for market entry.

Go, Or No Go
The decision to either proceed or stop development on any given service line can take place at 
any given step during the develop process. Advancing with any given idea will rely on assessing 
whether there is a sufficient market, whether you can position yourself in that market and 
whether you can deliver the service at the available market rates.

ADDING A NEW SERVICE LINE: A DISCIPLINED PLANNING PROCESS IS KEY TO SUCCESS
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Service Line Portfolio Analysis For 
Health & Human Services: Business 
Tools For Looking At Margins, 
Diversification, And Resource Allocation
By Market Intelligence Team

How do we decide which of our services to eliminate and which to invest in? Does our spending 
really reflect our mission and our strategic priorities? How do we balance mission and the need 
to have a reasonable “bottom line”? How do we achieve the right balance of organizational focus 
and investment of resources?

These are the questions that executives of most health and human service organizations 
wrestle with when planning for the year, and years, ahead. For most organizations to succeed, 
optimizing the mix of services provided to the community is a key ingredient – essentially 
managing the mix of investments and organizational focus much like a stock portfolio. Whether 
your organization is a non-profit, for-profit, or public agency in the current environment, a critical 
management issue is balancing the number of services with no financial return (which you 
maintain for reasons such as community service, market positioning, or legal mandate) with 
those that provide the financial return to balance the budget. Ideally, this is an on-going process 
– revised based upon factors such as risk and returns, profitability and performance, customer 
demand and market share, competition, and relevance to organizational mission.

Portfolio analysis is one of the business tools available for assessing an organization’s mix 
of services. Essentially, portfolio analysis is a framework for categorizing your organization’s 
service lines and for making strategic resource allocation decisions. It aids managers in 
developing their overall service line strategies and allows the executive team to find a balance 
and value in the organization’s investments. This article reviews some uses of portfolio mapping 
tools and why and how your organization should use them.

Common Portfolio Mapping Tools
One of the most commonly used portfolio mapping tools is a “bubble diagram.” A bubble diagram 
is a visual display model portraying the relationships of an organization’s product lines along two 
dimensions (e.g., the profitability of a service line and its relationship to organizational mission 
and objectives.) I find these “visuals” useful in my work with both boards and staff. I recommend 
four bubble diagrams for use by behavioral health and social service organizations:

• Market Growth vs. Market Share Matrix
• Competitive Position vs. Industry Attractiveness Matrix
• Market Risk vs. Market Reward Matrix
• Mission vs. Profitability Matrix (for public or non-profit organizations)
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Market Growth vs. Market Share Matrix
The first portfolio mapping bubble diagram that I recommend is the Market Growth vs. Market 
Share Matrix, first used by the Boston Consulting Group. It is used to plot your organization’s 
service product lines by market growth and market share. Again your product lines will fall into 
one of the four quadrants, each with a different cash flow position: Stars, Cash Cows, Question 
Marks, and Dogs.

Stars are the product lines have high market share and high growth. In other words, you are the 
leader in a high-growth market. They require lots of cash to sustain growth, but yield high profits 
due to a strong market position. They are usually in cash balance.

Cash Cows are service lines with high relative market share in low-growth markets. They are 
likely to be your “mature” service lines where your organization maintains a strong market 
position. They produce a healthy cash flow that can be use to fund other service lines.

Question Marks are product lines where the market growth rate is high, yet your organization 
has a low market share. They will require large cash inflows to improve market share but are 
currently weak cash generators. Theoretically, these are new service lines in development that 
could move to the Stars category.

Dogs are the product lines where your organization has a low market share that have low 
market growth. Here your strategy is usually to divest – there is no point in investing to increase 
your market share in a service line where there is no anticipated market growth.

The optimal strategy is to have a balance of Stars, Cash Cows, and Questions Marks (and 
no Dogs). Cash Cows are used to fund the development of new service lines in high growth 
markets (the Question Marks). Effective product development will turn them into Stars that will 
eventually turn into Cash Cows themselves as market growth slows and less cash is needed. 
The key strategic question for most organizations is “Which Question Marks should we invest in, 
and which shouldn’t we?”

Competitive Position vs. Industry Attractiveness Matrix
The second bubble diagram commonly used for portfolio analysis is the Competitive Position 
vs. Industry Attractiveness Matrix, variously attributed to General Electric, McKinsey, and the 
Shell Company. The two dimensions in this matrix are the attractiveness of the product line and 
your organization’s competitive position. In this matrix, you plot your organization’s potential new 
service lines on two dimensions: competitive position vs. industry attractiveness criteria.

The competitive position criteria include such factors about your organization as size in the 
niche, current market position, technological position, strengths/weaknesses, organizational 
image, and staffing.

Industry attractiveness is an assessment of the field or venture under consideration in terms of 
total spending, pricing, competitive structure, profitability, technical requirements, social issues, 
environmental consideration, legal and regulatory situation, and human capital requirements.

SERVICE LINE PORTFOLIO ANALYSIS FOR HEALTH & HUMAN SERVICES
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This matrix results in one of three broad strategic mandates for each of your organization’s service 
lines:

• Invest capital to build your market position
• Hold by balancing cash generation and selective cash use
• Divest the service line

As shifts in industry attractiveness or your organization’s competitive position occur, you can use 
this matrix to reassess your product line strategy.

Market Risk vs. Market Reward Matrix
The third bubble diagram presented here is the Market Risk vs. Market Reward Matrix. The 
diagram is most often used to plan and manage the development of new service lines. This matrix 
plots these product lines by some measure of the product’s reward to your organization and the 
perceived probability of success. Again, the products will fall into one of the four quadrants: Pearls, 
Oysters, Bread & Butter, and White Elephants.

Pearls are usually service lines in development that have a high likelihood of success and are 
expected to yield high rewards. Most organizations wish they had more of these, and they allocate 
considerable resources (staff and dollars) to them.

Oysters are the speculative service lines that you believe will result in a high payoff, but have a 
low likelihood of success. Choosing whether or not to fund these products is a strategic decision.

Bread & Butter are usually services that are the result of enhancements or modifications to current 
service lines. They tend to be easy to develop and have a high likelihood of success, but have low 
rewards. The key here is to make certain that your organization does not have too many of these 
Bread & Butter projects, because they pull management focus and funds from the Pearls and 
Oysters.

White Elephants are your low-success, low-reward projects. Most organizations have a few of 
these that they find hard to eliminate. They began as good prospects but became less attractive 
over time.

As previously mentioned, this matrix is particularly useful in helping an organization manage its 
resources for developing new service lines. Given finite staff and financial resources, if you add 
development projects, you must determine how to balance the available resources and timing with 
other services lines in development.

Mission vs. Profitability Matrix
The Mission vs. Profitability Matrix is used by non-profit organizations and public behavioral health 
and social service agencies. With this matrix, you display your organization’s service lines based 
upon their ability to cover costs (profitability) along the x-axis and their compatibility with your 
mission along the y-axis. Each service line will fall into one of the four quadrants:

• High Mission Compatibility/High Profit
• High Mission Compatibility/Low Profit
• Low Mission Compatibility/High Profit
• Low Mission Compatibility/Low Profit
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The High Mission Compatibility/High Profits are your winning service lines. They are highly 
compatible with your organization’s mission and operate at a profit. You should attempt to 
maintain their profitability, while ensuring that they don’t distract you from managing your other 
service lines. They are also likely candidates for successful spin-offs into separate corporations.

The High Mission Compatibility/Low Profits are service lines that are the bane of all 
organizations. They are the services lines that are key to organizational mission yet they lose 
money. Management strategies for these products include the following:

• Improving the financial performance of the service line by raising prices or improving cost 
effectiveness

• Funding the service line deficit with donations or the profits of other service lines
• Reducing the scope or size of the service line

The Low Mission Compatibility/High Profits don’t occur very often. They are profitable service 
lines, yet they detract from or negatively impact your organizational mission. Your strategy with 
these products should be to sell them (if possible) or phase them out over time.

The Low Mission Compatibility/Low Profit product lines lose money, and they negatively impact 
your mission. Plan to phase them out immediately.

I have found that the Mission/Profitability Matrix is an excellent tool to use when working with 
boards of directors and management teams during strategic planning and budgeting processes, 
particularly for not-for-profit organizations. It aids in focusing on balancing the realities of the 
financial situation with delivering services that are seen as mission critical.

Portfolio Analysis in Action
Let’s take a look at a sample portfolio analysis using two of the bubble diagrams (see chart at 
end). This sample analysis is for a non-profit child welfare provider organization with six service 
lines:

• Adoption Services (in development)
• Day Care & After School Services
• Early Intervention Services
• Foster Care Services
• Group Home & Residential Services
• Mental Health Services

The service lines have been plotted on both the Mission/Profitability Matrix and the Growth/
Share Matrix. How would you interpret these completed bubble diagrams? What do you see as 
the strategic implications for each of the services lines and the organization’s overall product 
mix?

SERVICE LINE PORTFOLIO ANALYSIS FOR HEALTH & HUMAN SERVICES
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When I posed these questions to this organization’s executive management team, discussion 
focused on the following key points:

• The Early Intervention Services and Foster Care Services lines were clear winners for 
the organization. They were profitable and highly mission compatible. The organization 
held the dominant market share and continued market growth was expected. The chosen 
strategy was to maintain market share for these services and to expand into other 
geographic areas. Profits here were expected to fund other service lines.

• The Mental Health Services line was a clear loser for the organization. It was originally 
developed as a means to capture Medicaid revenues by providing outpatient mental health 
services to children and families already in care. However, the service line lost money, 
and the organization wasn’t competing effectively with local mental health centers. The 
executive team didn’t feel that the services were mission critical, and they decided to 
phase out the service line as soon as possible and coordinate care with a local mental 
health clinic.

• The Day Care & After School Services line was the “favored” service line for the 
organization. They had spent two years developing it and had established a strong market 
position. The service line only recently began to break even. The strategy chosen here 
was to continue to invest in developing the product and maintaining market share, with a 
focus on reducing the unit cost of service to make it profitable.

• The Adoption Services line is a new product, still in development, and seen as highly 
mission compatible. The organization planned to continue investment in this service line to 
increase market share and improve profitability.

• The management team wrestled most with how to approach the Group Home & 
Residential Services line, particularly since the organization originally started as a group 
home. It held only a moderate market share for these services and expected the market 
preference to continue to shift from group home placements to foster care. The service line 
had operated at a minor loss for over two years. The decision was made to continue the 
services for another year and to focus on attaining the minimum occupancy to break even.

Implementing the Use of Portfolio Management
In this article, I have presented some commonly used portfolio mapping tools and illustrated their 
use in analyzing and managing an organization’s service lines. These are four of many tools 
available in the industry. I recommend the following steps for implementing the use of portfolio 
analysis as a business tool in your organization:

• Clearly define your organization’s service lines.
• Gather available data needed for the portfolio analysis.
• Complete an initial portfolio analysis with your management team as part of this year’s 

strategic planning and budgeting processes.
• Integrate portfolio management into your organization.
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Why should you try out portfolio analysis as a management tool for your organization? The 
research shows that organizations that methodically use formal portfolio management systems 
have a greater likelihood of success in achieving their business objectives than those that rely 
solely on financial metrics to make strategic resource allocation decisions. Here are some 
additional tips if you decide to proceed:

• Senior management must remain actively involved in on-going portfolio analysis and the 
resulting decisions about strategy and resource allocation.

• In the long run, best practices for portfolio management techniques blend in other 
analysis tools in addition to the bubble diagrams laid out in this article (e.g., financial 
metrics, scoring models, or checklists, etc.).

• Consider using portfolio mapping for developing competitive strategies by plotting the 
service lines of your key competitors (using available data or best estimates).

SERVICE LINE PORTFOLIO ANALYSIS FOR HEALTH & HUMAN SERVICES



26

The Tricky Path From Strategy To New 
Service
By Monica E. Oss

Having a great strategy (and the ability to develop and adapt that strategy) is a wonderful asset 
for any organization operating in any industry – and one that is not equally distributed through 
the health and human service field. And, having the “innovative spirit” is another asset that I see 
in short supply. Partially I think, because many executives don’t know where to apply innovative 
thinking. One of the best answers to “where?” is in new service line development.

Market demand. Innovative technology. Service price points. Changes in consumer preference. 
Payer policy changes. New competitor services. All are motivations to change your service 
offerings. The question all executives then face, is how do we go from strategy, to innovation, 
to new services? I’ve written about how to “reframe” the marketplace to find new opportunities 
(see Seeking Hidden Opportunities in the Market: Reframe & You’ll Find a Way to Expand Your 
Services) – and how to use those opportunities to extend the life cycle of your programs and 
services offerings (see How Will You Face the Future?). Here are the strategy questions you 
should ask (and should answer) as you move to launching new services:

• What are the start-up costs and the direct and allocated expenses for running the 
proposed program?

• How many clients can I reasonably expect to serve through this new service or service 
line?

• What should I charge for this service?
• What are the major areas of risk that can impact success?
• When will the program breakeven financially – and how much cash will I need to support 

it until that time?
• What will I do if my estimates are low and this ends up costing more? Will I invest more 

dollars or pull the plug?

As you move down the new service implementation path, be sure to use a formal process for 
taking your team through the service conceptualization, design, and launch phases. While a new 
service development process will take a little extra time, it will provide a big return in your service 
launch.

Adding A New Service Line: A Disciplined Planning Process Is Key To Success
Most organizations are thinking about adding new service lines – for all sorts of reasons. Ending 
the dependence on a single payer is a big one. Increasing revenue by expanding services to 
current customers is another. And taking advantage of a new market or a new service delivery 
opportunity, or staying ahead of the demographics of the community are others.

But, deciding on what new service line to offer is not an easy task. And what I have discovered in 
my work is that most health and human service organizations have more new service line ideas
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than they have time or money. And new service line decisions are often made without a 
disciplined process. It is this disciplined process of new service idea assessment and analysis 
that separates successful organizations in a competitive market from the less than successful.

So where do you start? Think three big steps:

1. Strategic Plan
2. Opportunity Analysis
3. Feasibility Analysis

Strategic Plan
The first is your organization’s strategic plan. If you don’t have a strategic plan, you need one 
(see The OPEN MINDS Guide To Strategic Planning: Best Practices In A Turbulent Market, The 
Need for Strategic Planning is Universal, and The Futurists View of Health & Human Services: A 
Briefing & Executive Exercise in Strategic Scenario Planning). Within your strategy development 
process, you should have established some of the “big picture” parameters that will guide your 
new service development process. These are parameters like your long-term vision for your 
organization, customer base, key strategic initiatives, market positioning, and geographic scope. 
From the outset, any new service line opportunity should be ruled out if it doesn’t fit within this 
framework.

Opportunity Analysis
Next we have opportunity analysis. At the very beginning, developing ideas for a new service 
line can almost be too easy. If you have worked in the health care industry as a service provider 
of any length of time, you can no doubt list off quite a few services that are much needed in your 
community. While it a great exercise for getting your selection process started, the real work will 
start when you need to pare this group of ideas down.

This needs to be an effective process that selects and prioritizes those opportunities that you 
have identified, and like many other business processes, relies on metrics-based evaluations. 
The process includes the following steps:

1. Develop an itemized list of business development opportunities for consideration
2. Develop a list of factors or metrics to be used in evaluating new business opportunities
3. Develop a scoring scale for each metric
4. Assign weights to each metric – reflecting organizational priorities
5. Research and score each business opportunity, using the key metrics
6. Qualitative research and discussion of each top-rated opportunity

Coming up with a list at this phase is not simply about brainstorming. For each idea, you will 
want to supply a sophisticated and formal concept statement for each new program. Further 
down the road, should you select one of these new service concepts, this concept statement 
will supply you with much needed program support. This support should include a description of 
the service, service demographics, and the all-important business development criteria (market 
share, profit margin/loss, etc.). It should also address the amount of market potential possessed 
by each service line. Will the service provide consumer needs for specific service components? 

THE TRICKY PATH FROM STRATEGY TO NEW SERVICE
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Will it outperform existing competition? Will the service garner much needed referrals? Is it easy 
to communicate, promote and position? What are the demographics and prevalence of the 
population to which you seek to provide the new service?

Feasibility Analysis
Assessing the feasibility of your proposed service lines should be a comprehensive focus that will 
help your organization’s risk management, and allow you to translate the planning process into 
actual business practice. By combining a financial feasibility study with the service line market 
explorations above, you should have a comprehensive understanding of each service line, and the 
possible success of putting that product into practice.

Ultimately you want to answer the question: Will investment into this service offer a return on that 
investment? The decision to either proceed or stop development on any given service line will 
rely on assessing whether there is a sufficient market, whether you can position yourself in that 
market, and whether you can deliver the service at the available market rates.

At best, the above process will only give you a shorter list than the one with which you started. 
The step missing above, and the obvious step for any new business commitment, is a formal 
feasibility analysis of your new business opportunity short-list.

With answers to these questions, you can develop an operational description for the new service 
line that identifies your target markets, creates proposed pricing and payment structures, and 
identifies the sales/distribution channels. A quick list of service line description requirements 
include:

1. Operational description
2. Target markets and customers
3. Revenue/sales history and historical pricing, by customer type
4. Pricing or payment structure
5. Cost data and operational parameters
6. Historical/current marketing strategy and tactics

On this list of very important items, adequately assessing your target market—and the potential 
that exists to provide this market with any one of your new service line ideas—will include 
identifying how many people are affected by the health condition you are treating, co-morbidity in 
that population and competition. A new service offering may be a good idea at the state level, but 
not at the national level (or vice versa).

A new service may also be a good idea against one set of competitors and not against others. 
Knowing the competition – programs, market share, organizations characteristics, financial 
stability, customer base, public image, rates, advertising strategies, etc. – will help you customize 
your offerings and compete.

To develop a scoring scale for this step, each metric needs a scoring measure (such as maximum 
and minimum scores) and each score needs to be assigned a weight that reflects your priorities 
and to show its relative importance in the decision making process in service line development 
and investment.
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At the end of this process you will have a list of service offering options that you have measured 
each against your customer’s needs, your competition, and the opportunity for a unified market 
niche. If you discover that a service scores unfavorably, you probably need to put it on the shelf 
it until it scores better. This will be one of the many opportunities you have to make a “go or no 
go” decision for a service line.

Up to this point your efforts should have provided an operational definition that looked at the 
characteristics of the market, and a formal understanding of the opportunities and threats for 
each new service. With this completed you can now conduct a detailed financial analysis that 
will include taking your outline for the proposed design of the new service and following these 
steps:

• Outline the proposed design of the new service line
• Identify specific programmatic core offerings – processes, protocols, etc.
• Determine the basic organizational structure of the new service line (staffing, reporting 

relationships, etc.)
• Conduct financial analysis
• Conduct target costing and determine market-based price points for the new service
• Establish tentative price range based on desired positioning and competitive landscape
• Preliminary breakeven analysis for new service

An analytical technique for studying relationships between fixed cost, variable cost and profits 
is a break-even analysis. A breakeven point represents volume of sales at which total costs 
equal total revenues (when profits equal zero). It is important to understand the capital and cash 
requirements for market entry.

Go, Or No Go
The decision to either proceed or stop development on any given service line can take place at 
any given step during the develop process. Advancing with any given idea will rely on assessing 
whether there is a sufficient market, whether you can position yourself in that market and 
whether you can deliver the service at the available market rates.

An Innovative Way To Check If Your New Service Line Idea Is A Good Idea
Selecting new service lines is an integral part of your strategy process – as reflected in the 
questions above. But, among so many opportunities, how do you know if your new service 
line idea is a good idea? The right market research that goes into making those decisions 
(opportunities, competitors, etc.) – and a structured service line design and development 
process (both described in the resources above) will increase the likelihood that the new service 
line you choose to invest in is a success. But, a recent article I read, Why Your Company Should 
Use the Kickstarter Model to Innovate, raised some interesting points for me about the internal 
politics in making the decisions about what new service lines to fund. Author Michael Schrage 
wrote:

THE TRICKY PATH FROM STRATEGY TO NEW SERVICE
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…one inherent challenge — flaw? — in the overwhelming majority of the innovation initiatives 
I’ve seen is how intrinsically compartmentalized, segregated and silo-ized they become. They’re 
creative and/or innovative efforts appealing to creatives and innovators… Moreover, funding for 
innovation overwhelmingly comes from “budgets” rather than any discretionary funds held by 
individuals or small teams…

The author’s provocative solution? Use a Kickstarter-like model for a “public” vetting (or a 
vetting of your idea among selected stakeholders) of your new service line idea. In case you’re 
unfamiliar, Kickstarter is a crowdfunding site that helps raise money for creative projects, including 
films, games, music, art, design, and technology. Some examples of projects being funded on 
Kickstarter include Veterans’ Voices : Mental Health and the Military, MIND ZONE: Therapists 
Behind The Front Lines, iPads & Autism: How to Guide, and TOUGH LOVE a documentary about 
the child welfare system. Kickstarter provides a public vetting of new ideas and initiatives – using 
crowdsourcing as its driver.

The point? Gain valuable market insights by using a crowdsourcing model to determine what 
your employees, your shareholders, your stakeholders, and your customers are interested in. 
“Kickstarterizing the enterprise provides a powerful way of rebalancing top down innovation efforts 
with bottom/middle up projects that inspire cross-functional/trans-border support.” I’m not sure 
that crowdsourced democracy should replace market data and strategic insight in new service line 
decisions – but it would make a very interesting addition.

THE TRICKY PATH FROM STRATEGY TO NEW SERVICE
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Making Innovation Work—Think Past, 
Present, Future
By Athena Mandros

Innovation is on the top of strategy “to do” lists for most organizations and for good reason. I 
think the most fundamental challenge for the executives of most organizations serving complex 
consumers is coming up with “the next big thing” (see Coming Up With The Next Big Thing). For 
many organizations, the services that have been the foundation of sustainability are losing their 
market preference and their margins.

The drivers of this change? Preferences for integrated care coordination and service delivery 
models, value-based reimbursement, consumerism, technology, and competition for talent. All 
these market developments are making traditional services obsolete and driving demand for new 
approaches.

Even with a strategy that is heavy on innovation and new service line development, when it 
comes to implementation, most strategies and new service lines fail (see How Many Strategies 
Actually Get Implemented?). The reasons are many, but generally fall in two categories—
implementation planning and culture (see Making Change Happen: From Strategic Planning To 
Successful Implementation).

For organizations that must navigate these changing strategic waters, the question is how to 
proceed. In his presentation, Positioning Your Workforce For The Value-Driven Environment Of 
The Future at The 2019 OPEN MINDS Executive Leadership Retreat, OPEN MINDS Senior Ken 
Carr suggested that executives take some advice from Vijay Govindarajan and use the “three 
box solution.” The concept is to address the past, the present, and the future simultaneously in 
innovation implementation. (I find it interesting that the concept is based on the three gods of 
Hindu cosmology—Vishnu, the preserver, Shiva, the destroyer, and Brahma, the creator.)

In the context of managing a health and human service organization, the management 
translation is managing the present, selectively forgetting the past, and creating the future.

Managing the present—This is all about keeping the wheels on the bus and optimizing current 
service lines.

Selectively forgetting the past— This means closing service lines that no longer make sense 
and it is the tough one for most organizations. Mr. Carr explained:

Everyone can name one program that made sense five or ten years ago but may not be 
delivering on the mission or bottom line that it originally did. A couple of times a year, we need to 
review service lines and we have to say for some, we can’t do this anymore. We can’t drive new 
things if we are putting resources into old things that we are no longer about.

Creating the future—Finally, there is building the service lines for the future. It is taking new 
service line concepts and making them a reality, first in pilot projects and then at scale.



32

MAKING INNOVATION WORK—THINK PAST, PRESENT, FUTURE

This simultaneous focus on the past, the present, and the future demands new leadership 
skills and the ability to manage complexity. In my closing at The 2019 OPEN MINDS Executive 
Leadership Retreat, Your Organization Is Ready, Are You?, I spoke to the need for new leadership 
skills and transformational leaders who can deal with the complexity of the current and the future 
simultaneously.

For executives of most health and human service organizations, the key questions as they look 
ahead are what will we be in the future, can we afford to get there, and who will lead us there? 
The first two are answered by strategy but making them happen is all about leadership.
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Coming Up With The Next Big Thing
By Monica E. Oss

My past few days have been full of discussion of change and new developments that are 
showing up in the field—smartphone-based web apps for consumer engagement, new programs 
to provide social supports to health plan members, national ranking systems for addiction 
treatment programs, and much more. With The 2019 OPEN MINDS Management Best Practices 
Institute coming to a close, I think I can sum up the event with this conclusion: the greatest 
challenge for the executives of most organizations serving complex consumers is coming up with 
“the next big thing.”

Structural changes in the health and human service value chain will make many services 
obsolete (or at least in need of a serious remake) over time. The growing shift in stakeholder 
roles—tech and pharma companies offering services, health plans providing clinical services, 
health systems managing health benefit plans, and national specialty contracting—is changing 
the “value chain.” And with it the demand for (and margins of) traditional services. For long-term 
sustainability, executive teams will need to look ahead and come up with the market positioning 
and service offerings that are in high demand and have profitability in the emerging market—the 
“next big thing.”

Some of the market effects of these structural changes are service specific—primary care will be 
redefined with new functions and delivered by different professionals in new settings. Behavioral 
health services will be increasingly virtual. Social services will have more funding dependent on 
consumer impact. Consumerism will drive transparency of price and experience information and 
growing non-fee for service value-based reimbursement (VBR) models will open the flood gates 
for tech substitution. Thinking through these changes for undiscovered market opportunities is 
the stuff of identifying the new market opportunities.

The focus of my closing keynote, The ‘Melting’ Value Chain: Best Practice Management (& 
Leadership) In An Era Of Change, was answering the question: how to accomplish this? Metrics-
based strategy development and strategy implementation with two different areas of focus: First, 
optimizing the performance of current services lines and, second, developing new or enhanced 
services for the emerging market. Optimizing current services involves improving performance 
for customers and knowing when to “retire” any particular service line when it is non-performing 
in the portfolio. At the same time, organizations need to develop that new sustainable service 
line for the future.
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Developing this strategic road map for future success is a challenge and implementing it even 
more challenging. Leading an organization that is making the shift from one business model to 
the next requires an executive team with the ability to manage complexity; leading operational 
activities and entrepreneurial initiatives at the same time. Managing in this environment requires 
executives who are comfortable with risk taking and uncertainty, are comfortable with tension, 
and—to quote Peter Drucker—”are comfortable making sacrifices of parts of the organizations 
for the broader enterprise.”

COMING UP WITH THE NEXT BIG THING


