
Strategic Thinking

Learning Objectives

After reading this chapter, you should be able to:

 • Discuss the complexity of strategic thinking and its relationship to strategic formulation.

 • Find a better strategy by identifying viable opportunities.

 • Identify situational monopolies or unique market spaces with no competitors.

 • Create viable scenarios so that strategic decisions might be made, taking into account alternative 
likely futures.

 • Build a better business model.
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CHAPTER 3Section 3.1 Purpose of Strategic Thinking

Strategic thinking is part of the strategic management process. By thinking long-term 
about future business challenges, the organization’s leaders are better able to anticipate 
and react to changes in the environment. Strategic thinking should be done year round, not 
just when one is engaged in formulating strategy. This chapter describes what is involved 
in strategic thinking and the many tools and techniques useful in finding and evaluat-
ing opportunities as well as trying to understand which of several futures might unfold. 
(Refer back to Figure 1.1 to review the elements of the strategic management model that 
are focused on in this chapter.) Effective strategic thinking is the basis for creating success-
ful strategies that enable the organization to thrive.

3.1 Purpose of Strategic Thinking
Leaders need a clear picture of the next few years 
in the life of the organization to make decisions 
that allow an HSO to continue to prosper. Not 
surprisingly, the further into the future one looks, 
the more potential outcomes have to be consid-
ered. What does strategic thinking really mean? 
It implies, for one, thinking outside the box and 
not limiting oneself to conventional ideas. (See 
the feature box The Origin of “Thinking Outside 
the Box” for a simple exercise illustrating this 
concept.) 

One pioneering approach to creativity developed 
by Edward De Bono is called lateral thinking. 
Edward De Bono likens the process to a game of 
chess, which uses a standard set of pieces on a 
standard grid. He argues that, in life, the pieces 
are not a given even though we may perceive 
them as such. To engage in lateral thinking, people 
must change the pieces themselves, not just move  
them around.

Strategic thinking may also have something to do 
with “seeing the big picture,” or being able to dis-
tinguish between “the forest and the trees.” Some 
strategy consultants use the analogy of a helicop-
ter ride that takes one up to a sufficient height to 
see the big picture, the road beyond the turns, and the hills that, from ground level, are 
not visible. Some even take managers through lateral thinking and creativity exercises to 
free up people’s thinking, implying that to do these things is to think strategically. While 
these activities may be useful, they do not constitute the totality of the strategic think-
ing process. (To learn more about lateral thinking and De Bono’s Six Hats Method, see  
De Bono, 1970, 1971, and 1992.)

Martin Harvey/Corbis

Being able to see the bigger picture is akin 
to taking a helicopter ride; one’s view 
expands and allows one to see a new range 
of possibilities. Some would argue that this 
type of expanded perception is the basis of 
strategic thinking.
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The Origin of “Thinking Outside the Box”

A phrase we often hear used casually in everyday speech in business, “thinking outside the box” is 
a useful metaphor for communicating how ordinary people can actually create extraordinary value 
when working together in organizations. The phrase comes from a famous puzzle in mathematics 
known as the nine-dot problem. Visualize a page with nine dots arrayed in three rows of three dots 
each. The challenge is to connect all of the dots by drawing just four straight lines without lifting 
your pencil from the page. You’ll find the answer to this puzzle at the end of the chapter.

Earlier, it was noted that an organization would not need a strategy but could simply 
make do with a plan if it did not have to compete. Implicit in the term strategy are the 
concepts of competing and thriving. It thus follows that strategic thinking entails finding 
alternative ways of competing and providing consumer value (in other words, coming up 
with better strategies and business models).

• • •
• • •
• • •

Consider Starbucks. In a March 2011 interview, CEO Howard Schultz admitted that 
the rapid growth of the chain had become a “carcinogen” on its overall health (Webb, 
2011, para. 1). He reflected, “Growth should not be—and is not—a strategy. It’s a tactic” 
(para. 5). He recalled visiting a Starbucks store and finding a table of teddy bears for sale. 
Concerned that this type of merchandise had nothing to do with coffee, he queried the 
manager of the store, who explained that the bears were his idea for boosting the store’s 
monthly sales. Schultz realized that the coffee chain had strayed far from its mission and 
values in its emphasis on this sales metric, which is but one way to measure the health of 
an organization. In response, Schultz and his team had to engage in a new line of strategic 
thinking to create better strategies that would deliver customer value and satisfaction and 
bring the chain back to its roots (Webb, 2011).

The traditional measure of growth in HSOs has been patient volumes. Year after year, 
increases in patient visits, hospital admissions, services delivered, and the like signaled 
strategic success. Healthcare reform is changing this paradigm. In the future, success will 
be judged by fewer hospital admissions, shorter hospital stays, emphasis on wellness care 
rather than sickness care, collaboration among providers across the continuum, and so 
on. Just as Starbucks’s CEO had to rethink his company’s customer value proposition, so 
will healthcare leaders need to engage in a new line of strategic thinking about healthcare 
delivery and consumer value.
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Strategic thinking is not just “thinking” or “blue-skying.” The purpose of strategic think-
ing is to discover new and more successful strategies for delivering high-value health-
care services and growing the business. Without such thinking and absent many years of 
experience, delineating possible strategies or business models and choosing a preferred 
or “best” one becomes considerably more difficult. The following sections go into more 
detail about how to engage in strategic thinking.

Discussion Questions

1. Chatting with a guest over dinner, you learn that she manages a university health clinic cen-
ter and that because this is a new experience for her, she feels somewhat overwhelmed. 
How might your knowledge of strategic thinking help her?

2. Is being highly creative the same as being a good strategic thinker? Why or why not?
3. What might be an apt analogy for trying to formulate strategies without doing any strategic 

thinking?
4. If HSO leaders did only strategic thinking, would they also need to do strategy planning? 

Discuss.

3.2 Finding Better Strategies
Having discussed the range of potential business strategies in Chapter 1, we shall next 
examine how organizations can make decisions about which strategy or strategies work 
best for them. Although searching for a better strategy might simply mean leaders inves-
tigate what other organizations are doing and then decide whether these same strategies 
are right for them, in practice, the challenge of finding better strategies is more complex. 
In this section, we explore three ways of thinking that would yield better results:

• Play a different game
• Be entrepreneurial
• Find more opportunities

Play a Different Game

Better strategy means differentiating yourself from competitors. According to Harvard 
Business School professor and preeminent strategy scholar Michael Porter, while it is 
commendable to become better at what you do, it is not a good long-term strategy because 
other competitors can also work to improve themselves (Porter, 1996). If others find it easy 
to imitate or catch up, you do not have a good strategy because you have failed to main-
tain a sustainable competitive advantage.

Using the strategy of concentration, for example, your HSO would continue to improve 
its services and expand its market. But what if other systems are following the same route 

Ariana Lindquist/Bloomberg/Getty Images

One of the buildings on the Mayo Clinic 
campus in Rochester, Minnesota. The 
nonprofit medical organization specializes 
in tertiary care—the treatment of difficult, 
advanced cases—which enables it to 
differentiate itself from other medical 
groups.
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to profits and everyone is playing the same game? 
Your health system might at best achieve a lim-
ited or temporary advantage with a new service 
or more effective advertising. Porter would argue 
that this is not strategy; this is only achieving 
greater operational effectiveness (Porter, 1996)—
unless your health system were to differenti-
ate itself in a way that your competitors would 
find difficult to imitate. Differentiating is a way 
of playing a different game—or playing the same 
game differently.

An example of a hospital playing a different game 
is St. Anthony Hospital in Chicago. St. Anthony 
is partnering with Chicago Southwest Develop-
ment Corporation to create a multi-use healthcare 
facility on an 11-acre site that will also include 
retail space, arts and entertainment facilities, res-
taurants, park and sports facilities, wellness edu-
cation, and other health promotion services. The 
vision for Focal Point Community Campus, cur-
rently in the planning stages, is to provide resi-
dents with “a much-needed solution to deliver 
medical, education, and other services to a com-
munity that continues to be under resourced” (St. 
Anthony Hospital, 2012, p. 1).

Another example of differentiation is the Mayo Clinic in Rochester, Minnesota. It has a 
worldwide reputation for exceptional healthcare services and patient satisfaction, having 
received a number of awards for its “commitment to provide the highest quality care to 
each patient every day” (Mayo Clinic, 2013, para. 2). Costs for Medicare patients treated at 
the Mayo Clinic are far less than for very similar patients treated at most other prominent 
medical centers without sacrificing quality or denying patients needed care (Wennberg, 
Brownless, Fisher, Skinner, & Weinstein, 2008). Researchers at the Dartmouth Atlas sug-
gest that “the nation could reduce health care spending by as much as 30 percent for acute 
and chronic illnesses” if all providers adopted the organized, integrated patient delivery 
model used at the Mayo Clinic (Wennberg et al., 2008, p. ii).

Gary Hamel and C. K. Prahalad, who formulated what is called the “core competencies” 
business model, said that firms should not be too concerned about competing with their 
current competitors. Focusing on the actions of competitors puts an organization in the 
position of simply attempting to catch up, by which time the industry leaders would 
have lengthened their lead again. Instead, they suggest that companies should prepare to 
compete in a future market, one that only they know about and for which, therefore, they 
would have the greatest lead time preparing to serve. When an HSO comes up with the 
right services for that market, it will, by definition, be the leader, with other organizations 
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One of the buildings on the Mayo Clinic 
campus in Rochester, Minnesota. The 
nonprofit medical organization specializes 
in tertiary care—the treatment of difficult, 
advanced cases—which enables it to 
differentiate itself from other medical 
groups.
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scrambling to follow and catch up (Hamel & Prahalad, 1994). These are valuable points, 
but identifying such a market is no trivial feat. For HSOs to prepare to compete in a future 
market requires an intimate knowledge of the healthcare industry and market trends as 
well as what is changing in the general external environment. These are, in fact, the req-
uisite elements for strategic thinking when it is done properly, all the time, year round.

Case Study: Differentiation Strategy at Cancer Treatment Centers of America illustrates how 
one man’s passion to provide cancer patients with better treatment alternatives grew into 
a successful nationwide network of cancer treatment centers.

Case Study: Differentiation Strategy at Cancer Treatment Centers of America

After experiencing his mother’s battle with cancer, 
Dick Stephenson was so frustrated with the health-
care system that he was determined to create a more 
effective way of managing cancer patients. After 
several years of research to learn more about what 
cancer patients value, the best treatments, and the 
most effective ways of meeting patient needs, Can-
cer Centers of America (CTCA) opened in 1988 with 
two hospitals—one in Zion, Illinois and the other 
in Tulsa, Oklahoma. These two “Centers of Excel-
lence” proved to be very successful at providing a 
unique type of traditional and holistic cancer care 
with excellent survival results for several types of 
cancer. According to CTCA, nearly 70% of its patients 
travel to another state to receive treatment for can-
cer when the same services are available locally. By 
specializing only in cancer care and coordinating all 

cancer treatment services under one roof, CTCA was able to deliver a more efficient, consumer-
centered model (Cancer Treatment Centers of America, 2013). The Illinois and Oklahoma hospitals 
combined conventional medicine treatments, advanced breakthrough methods, supportive thera-
pies, and a wide array of alternative naturopathic services. The physical and psychological needs of 
patients and their families were constantly addressed by teams of cancer experts and support staff, 
according to a Decision Processes International interview (DPI, 2013).

After a few years, CTCA sought to expand its business into other geographic regions by purchasing 
oncology practices in various locations. This tactic, however, did not yield the expected growth 
results because, according to Stephenson, it was difficult to convert traditional providers to their 
unique cancer treatment methodologies. As a result of having acquired several oncology practices 
that did not translate into higher revenue, the organization’s financial situation began to erode. It 
was time to rethink the strategic direction for CTCA (DPI, 2013).

(continued)

© Simon Jarratt/Corbis

The Cancer Treatment Centers of America 
has achieved a successful business model 
that focuses on the provision of specialized 
services for the needs of its primary 
customers: individuals undergoing cancer 
treatment.
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Be Entrepreneurial

People with an entrepreneurial mindset see opportunity where others do not, and they 
have the passion and determination to turn these ideas into successful strategies. Entre-
preneurs constantly try to find ways 
to create and deliver value. If some-
thing takes too long to do, they look 
for a quicker way. If something keeps 
breaking down while using it, they 
look for a more reliable way. If some-
thing is too complex, they find a sim-
pler solution.

The entrepreneur’s ability to see 
opportunity depends first on a level 
of dissatisfaction with what exists 
today and a clear conception of the 
problem. After that, entrepreneurs 
generate ideas and possible solutions 
until arriving at a resolution to the 
problem, which they then develop 
into a product or service with com-
mercial potential. In every case, the 
level of dissatisfaction stems from the 
customer; the entrepreneur is really 

AFP/Getty Images

Jim Patrick, the chief scientist of the Australian hearing 
implant technology company Cochlear, stands near a 
next-generation cochlear implant, an electronic device 
that enables deaf and hearing-impaired individuals to 
hear meaningful sound. Medical innovations such as the 
cochlear implant are continually being improved upon.

Case Study: Differentiation Strategy at Cancer Treatment Centers of America 
(continued)

In 1999, the CTCA management team followed the planning technique described in Michel Rob-
ert’s book, Strategy Pure and Simple (1998). After much healthy discussion, the management team 
began to understand what had gone wrong. By adding oncology practices to the company, they had 
moved from a hospital-based treatment model to an oncology-based practice model. The driving 
force had to be the patient. Having all integrative therapies and practices available in a hospital 
facility, rather than separate locations, was determined to be the most convenient for patients and 
the best for creating collaborative relationships among caregivers. The oncology practices CTCA 
had acquired were divested and resources redirected to understanding the needs of patients and 
the treatments that would benefit them the most (DPI, 2013).

A test of this patient-driven focus came a few years later when CTCA had the opportunity to buy 
a large nationwide network of radiation oncology centers. While it was tempting to become the 
nation’s largest cancer treatment organization, the management team agreed the purchase was 
inconsistent with the purpose of serving the values and needs of patients. This purpose is what 
differentiates CTCA (DPI, 2013).

The nonprofit, private organization now has facilities in Pennsylvania, Illinois, Georgia, Oklahoma, 
Arizona, and Washington (Cancer Treatment Centers of America, 2013).
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identifying a customer need to be filled. To take advantage of strategic opportunities, 
strategists, organizational leaders, and marketing professionals must learn to look at situ-
ations from the customer’s perspective. Strategic thinking focuses not only on being dif-
ferent and playing a different game but also on creating value for the customer.

Dick Stephenson, one of the founders of Cancer Treatment Centers of America (CTCA), 
had the opportunity to “walk in the customer’s shoes” while caring for his mother dur-
ing her struggle with cancer. (See Case Study: Differentiation Strategy at Cancer Treatment 
Centers of America.) He frequently became frustrated with her treatment, which led to the 
creation of a different cancer management model that is patient-centered and includes an 
array of healing options. The entrepreneurial spirit at CTCA continues with the manage-
ment team currently exploring how cancer patients will be making decisions in the future 
so the organization will be strategically positioned to continue its effectiveness in fighting 
cancer (DPI, 2013).

Figure 3.1 shows a matrix of products and markets. All HSOs in business are, by defini-
tion, in the top-left cell, selling existing healthcare services to an existing market. The bot-
tom-right cell—coming up with a new service for a new market—is not common because 
of the huge risk such a move entails. Its technical term is conglomerate diversification  
(discussed in Chapter 1). Organizations that must enter a brand new market with a brand 
new service should do so either through acquisition or one or more strategic alliances if 
they are to mitigate the high risk. When service- or market-development strategies are 
implemented, it is rare that only one of the components is affected. Improving the service 
is likely to expand the market, and expanding the market usually entails improving the 
service. This is what happened when CTCA refocused on its core business and improved 
its core services—it now has double-digit growth (DPI, 2013).

Improving or modifying the service often attracts new consumers, such as when an outpa-
tient clinic adds weekend or evening doctor appointments. Expanding a market usually 
involves modifying the service in some way. For example, healthcare reform has caused 
many hospital systems to expand into the health insurance market through partnerships 
with commercial insurance companies to offer a health insurance plan. Physician groups 
are being purchased by health systems for the same reason—an expanded market will 
make it easier to control costs and integrate services. Some U.S. healthcare organizations 
are opening medical clinics in other countries, which requires service modifications to 
meet locale-specific regulations.
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Figure 3.1: Concentration strategies

This matrix illustrates the range of products and markets available to HSOs. Most HSOs are in the top-
left cell, selling existing healthcare services to an existing market. Moving to the bottom-right cell—new 
service for a new market—is not common for HSOs because of the huge risk such a move entails.

Find More Opportunities

In terms of improving healthcare services or introducing a new service at the functional 
level, where do ideas come from besides the consumer? Several approaches might be 
helpful: a system for innovation, Abell’s three-dimensional business-definition model, 
structured brainstorming, and strategic frontiers.

System for Innovation
A system for innovation is most useful for coming up with new service ideas rather than 
changes to an existing service line. In its most basic form, employees are asked to submit 
ideas for new services to a new-service-development committee. Employees are given 
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guidelines and some incentive to propose projects and should always have their efforts 
acknowledged. They are instructed to provide just enough information to enable the com-
mittee to determine whether it should follow up on the idea or not. If the idea has merit, 
the contributor is asked to provide more detailed information, such as market demand 
and likely consumers, costs, additional development needed, and likely volume. If the 
committee then believes that the idea has market potential, it decides to allocate resources 
to develop the proposal further, possibly to a prototype stage, along with detailed market 
and competitive analyses. This continues until the service is approved for full-scale imple-
mentation and marketing. Under such a system, the committee meets as often as there are 
projects to consider.

Abell’s Three-Dimensional Business-Definition Model
Derek Abell (1980, pp. 29–30) proposed that the mission of a corporation is determined 
by three dimensions. These are (1) customer groups, or who the company serves; (2) cus-
tomer needs; and (3) capabilities and technologies, or how the company will meet the cus-
tomer needs. This analysis is known as Abell’s three-dimensional business-definition 
model. Abell maintained that mission statements should contain all three elements. For 
healthcare organizations, this model can be useful for defining a mission statement and 
can also be very effective in searching for new opportunities.

The first step is to brainstorm different kinds of consumers or consumer groups that might 
use or buy the service, then brainstorm different services that could be offered using the 
organization’s skills, capabilities, and technologies. For example, a physician group prac-
tice that employs physicians to deliver hospital medicine (known as hospitalists) might 
contract with prison systems to provide medical services for prison inmates—the same 
skills employed in hospital medicine, but different consumers. Lastly, you would brain-
storm other services your consumers need or buy that you might provide.

With respect to this last dimension, consider the growing number of healthcare consumers 
using computers or mobile devices to access medical or diagnostic information. A recent 
survey by Cisco found that many healthcare consumers would value receiving appoint-
ment and treatment reminders via the Internet and 74% would be comfortable commu-
nicating with doctors via texting, email, or video instead of seeing them in person (Cisco, 
2013). Healthcare organizations should begin brainstorming what digital medical services 
they can provide that their consumers might need or buy.

Remember that what you are doing when brainstorming is drawing up a menu of oppor-
tunities, not creating a final list of services or tactics that your organization will definitely 
adopt. In other words, you are creating a wish list, without regard to how many items get 
on that list. Later, you can prune the list down to those services that appear feasible and 
relevant to the organization’s mission. While you will now have a much smaller number, 
you may still have too many to adopt. As a guideline, aim for 10 real opportunities, with 
4–6 as a more typical range. Investigating the feasibility of more than a handful of oppor-
tunities is prohibitively expensive for all but the largest healthcare organizations. Most, 
if not all, of these opportunities will appear later as strategic issues the organization will 
evaluate as to whether each makes sense to pursue.
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Opportunities are the lifeblood of any organization and one of the primary sources for 
key strategic issues for the business. Many strategic issues entail making choices between 
opportunities an HSO could pursue, and, in fact, the key ones find their way into one stra-
tegic alternative or another. That is when the decision is made as to which opportunity or 
opportunities should be pursued, particularly in the typical case where the organization 
cannot afford to pursue more than one at a time.

Structured Brainstorming
Thinking outside the box helps businesspeople seek solutions to problems in ways that 
are neither mundane nor predictable. The following opportunity-seeking questions may 
serve to facilitate a structured brainstorming process to develop potential opportunities.

• What other types of consumers could benefit from our services, even if used in a different 
way? In 2002, the University of Maryland Children’s Hospital created Breath-
mobile, a recreational vehicle transformed into a mobile children’s asthma and 
allergy clinic. The Breathmobile is staffed with a pediatric allergist or pulmon-
ologist, a pediatric nurse practitioner, and a registered nurse who provide com-
prehensive evaluation, testing, and treatment services for inner-city Baltimore 
schoolchildren (University of Maryland Medical Center, 2011).

• What other services can we provide for the same consumers? Walk-in urgent care and 
quick care clinics are examples of new medical services that many hospitals are 
now offering consumers. Often, a hospital will develop these new services in 
response to an over-crowded emergency department and consumer requests for 
evening and weekend non-emergent care options. Provision of unique cultural 
or ethnic services is a growing opportunity for healthcare organizations. Memo-
rial Herman Southwest Hospital in Houston built a 20-bed unit designed specifi-
cally for its Asian patients. The unit features in-room Chinese and Vietnamese 
language televisions, bilingual staff, Asian food, extra-large rooms to accommo-
date the numerous visitors and family members who visit patients, and space for 
family members staying overnight (Azevedo, 2010).

• What other services could we provide, for any consumers, that use the skills, techniques, 
technologies, and know-how that we have? After receiving the Malcolm Baldrige 
National Quality Award in 2003, Baptist Health Care, based in Pensacola, 
Florida, created a leadership training academy to assist other healthcare orga-
nizations striving for performance excellence. Essentially, Baptist found new 
consumers (healthcare leaders) who would benefit from learning about run-
ning a high-performing organization from people who are doing just that. The 
consulting practice, Baptist Leadership Group, sponsors national conferences, 
webinars, online training, and customized off-site training and publications for 
healthcare leaders. In September 2013, Baptist Leadership Group was acquired 
by HealthStream, Inc., a healthcare performance management firm based in 
Nashville, Tennessee.

• How could we reinvent our business model to give us a competitive edge? The num-
ber of people eligible for Medicaid coverage is expected to skyrocket in the 
next few years thanks to the Affordable Care Act. Healthcare organizations are 
already looking at ways of reinventing their business models to capture some 
of this expanding Medicaid market. For example, Health Alliance Plan (HAP), 
a managed care organization affiliated with the Henry Ford Health System in 
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metropolitan Detroit, Michigan, recently purchased the 75,000-member Midwest 
Health Plan—one of the nation’s top Medicaid insurers. With this purchase, 
HAP now has a subsidiary with experience in the Medicaid market. This acqui-
sition is vital to HAP’s ability to respond to the challenges of healthcare reform 
legislation (HAP readies for growth, 2011).

• What are the highest-growth areas in the healthcare industry now and in the foreseeable 
future? This is a variant of the previous question and involves diversifying into a 
business in which the organization has little experience or know-how. At first 
glance, some people might say that pursuing such a strategy would be irrespon-
sible and a recipe for disaster. There are, however, ways of entering a new 
business area intelligently while minimizing the inherent risk of a diversification 
strategy. An organization could always hire someone having a great amount of 
experience and know-how in the proposed business to head up the effort. It 
could also acquire a company already in that business whose management had 
the necessary experience and expertise. HealthStream’s acquisition of Baptist 
Leadership Group is an example of the latter strategy. Assuming that these steps 
could take care of the inherent initial risk, the issue here is identifying which 
areas of the healthcare industry are growing rapidly.

While finding opportunities for growth should always be a priority for HSOs, there is an 
endless list of organizations that have allowed themselves to become distracted from their 
main business, whether through an acquisition, integrating vertically backwards, diver-

sifying, or searching for other oppor-
tunities. A healthcare organization 
must continue to perform optimally 
at its core business while the search 
for new opportunities takes place 
simultaneously. When the current 
business stops growing, two things 
happen: Pressure to maintain profits 
leads to cost-cutting, including pro-
grams for new-service development, 
and the cash available for develop-
ing new sources of revenue dries up 
(Fisher, 2001). Putting a manager or 
small group permanently in charge 
of the opportunity-finding process 
can enable the organization to keep 
its focus on its present business, 
the growth of which must be main-
tained. Losing that focus can be fatal 
to a business (Reis, 1996).

Wavebreak Media/Thinkstock

Urgent care clinics are offered as alternatives to hospital 
emergency rooms; they provide walk-in care for 
individuals with illnesses or injuries that are normally 
non-life-threatening.
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Strategic Frontiers

In their book The Power of Strategy 
Innovation, Robert Johnston and 
Douglas Bate propose that compa-
nies adopt a process called strategy 
innovation, which is the term they 
use for strategic thinking (2003). One 
important concept put forth is that of 
exploring a strategic frontier, which 
they describe as anything a company 
might do in the future that it is not 
currently doing or that could be an 
extension of its current strategy. That 
might involve targeting a new mar-
ket, entering another business, merg-
ing with another company, forming 
a strategic alliance, broadening the 
product line, adopting a new technol-
ogy, and so on. The authors define a 
strategic frontier as “that unexplored 
area of potential growth that lies between today’s business and tomorrow’s opportuni-
ties” (p. 113). Table 3.1 presents some examples of strategic frontiers. While the examples 
are not specific to the healthcare industry, with some modification the methods can be 
adapted for use in HSOs. For instance, the health insurance exchanges created by the 
Affordable Care Act provide a new distribution channel for commercial insurance com-
panies and health systems with an insurance arm.

Johnston and Bate’s method advocates first getting top-management agreement or align-
ment as to which strategic frontier is to be explored, but this unnecessarily limits the 
person or group and runs the risk of the chosen frontier not being the correct one. It is 
better for the exploration to be open-ended and to inform it with information about how 
industries, competitors, and markets change.

Table 3.1: Some strategic frontiers

Company-specific Company-generic Marketplace

New product Franchising Artificial intelligence

New product category Globalization Biotechnology

New distribution channel JIT manufacturing Genomics

New manufacturing process Mass customization Internet

New positioning Outsourcing Nanotechnology

New sourcing strategy Partnerships Smart materials

New technology Patent exploration Wireless communications

Services Automation

Source: Johnston Jr., R. E., & Bate, D. (2003). The power of strategy innovation: A new way of linking creativity and strategic planning to 
discover great business opportunities. New York: AMACOM, p. 177. Used with permission.

© Hank Morgan—Rainbow/Science Faction/Corbis

A computer display of a DNA sequence. Genomics 
are one example of a strategic frontier in the medical 
community. Scientists might one day be able to turn “off” 
and “on” certain genes that cause disease or disability.
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One of the best models for sustained growth that embodies some concepts discussed ear-
lier comes from a book written by three partners at McKinsey & Company, a well-known 
global management-consulting firm. They call the model the “three horizons of growth.”

• Horizon 1 constitutes the company’s core business and accounts for the lion’s 
share of profits and cash flow. The Horizon 1 business must be successful for 
initiatives in Horizons 2 and 3 to be viable.

• Horizon 2 comprises businesses or lines of business on the rise that could trans-
form the company but not without considerable investment. They might be 
described as the “emerging stars” of the company. Though profits are still sev-
eral years away, they show strong revenue growth and a growing customer base. 
They are entrepreneurial in nature and focus on increased revenues and market 
share. They could be extensions of the firm’s current business or move into new 
directions. Horizon 2 emphasizes building new streams of revenue for the firm 
that could in time become Horizon 1 businesses.

• Horizon 3 businesses are options on future opportunities, but they are not simply 
ephemeral ideas. Rather, they are real projects and investments, such as research 
initiatives, minority stakes, and pilot projects. These might never show a profit, 
or conversely they could be successes that eventually end up as Horizon 1 busi-
nesses. (Baghai, Coley, & White, 2000)

For healthcare organizations, the key is to manage all three horizons concurrently. Putting 
off Horizon 2 or 3 businesses is tantamount to closing down the organization’s future. 
While these may be new terms for short-, medium-, and long-range projects, the principle 
is the same. To ensure long-term growth, the organization has to “fill the pipeline” and 
then nurture Horizon 2 and 3 projects into Horizon 1 successes. The HSO’s vision has to 
encompass all three horizons, not just Horizon 1. Using earlier constructs, this describes 
a formal opportunity-finding mechanism operating all the time, producing a “portfolio” 
of services or businesses with growth potential. These opportunities then have to be man-
aged and brought into the mainstream of what the organization does, its Horizon 1 busi-
nesses. Identifying and starting Horizon 3 businesses, for example, takes a very different 
entrepreneurial mindset and approach from that of managing the current core Horizon 1 
business successfully. The difference is opportunity finding and strategic thinking.

The Horizon 3 new opportunity or fledgling business should be run as a separate enter-
prise, primarily because it might require a business model very different from the orga-
nization’s current one. Trying to create and implement a new business model while 
operating the existing one is difficult at best.
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3.3 Finding Unique Market Spaces  
and Situational Monopolies

Chapter 1 introduced Kim and Mauborgne’s concept of a blue ocean and why it made so 
much sense to look for one (Kim & Mauborgne, 2005). This section explains two related 
techniques that are central to strategic thinking: finding a blue ocean, and how to find a 
situational monopoly, a related concept proposed by Milind Lele of the University of Chi-
cago Graduate School of Business (2005).

Finding Unique Market Spaces

At the core of a blue-ocean strategy 
is value innovation, which places as 
much emphasis on value as it does 
on innovation. Instead of making a 
trade-off between differentiation and 
cost, as most strategies require, value 
innovation seeks to pursue differen-
tiation and low cost simultaneously, 
which is easier to do when you are in 
a market space with no competition.

Kim and Mauborgne’s two analytic 
techniques for beginning to think 
about how to find a blue ocean, 
namely the strategy canvas and the 
four action framework, are summa-
rized in the following sections.

DC Productions/Digital Vision/Thinkstock

When you are in a blue ocean—a market space with 
no competition—it is easier to pursue low cost and 
differentiation strategies simultaneously.

Discussion Questions

1. If playing a “different game” makes so much sense strategically, why doesn’t every health-
care organization follow that advice?

2. Is it possible for established HSOs to think entrepreneurially?
3. Consider a healthcare organization that has an “opportunity-finding” process it follows 

throughout the year. Presumably, its opportunity “pipeline” will be full and it must therefore 
constantly decide which opportunities to pursue, an enviable position to be in. What could 
go wrong with such a process? Why might it not produce envisioned results?

4. Could following a rigid process for identifying and analyzing opportunities stifle creativity? 
Does creativity flourish better in a freewheeling environment? Discuss.

5. A healthcare organization has, over time, succeeded in differentiating itself and raising its 
profits. What must it do to capture those benefits over an extended period? Can a differen-
tiated edge erode? Discuss.
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The Strategy Canvas
The strategy canvas technique takes the form of a graphical two-dimensional representa-
tion. The x-axis comprises a list of the factors on which the industry currently competes, 
such as price, features, promotion, distribution, service, and so forth. The y-axis represents 
the offering level that buyers receive across all these competing factors.

When the offering levels of each competing factor, whether for an industry, a segment 
of it, or a company, are connected, the resulting plot or strategic profile is called a value 
curve. For a company, its value curve is a depiction of its relative performance across the 
key competitive factors of its industry. Figure 3.2 shows a depiction of a strategy can-
vas created for LifeSpring, Inc., a community mental health center in southern Indiana. 
Five key competitive factors are listed along with the value scores for LifeSpring (LS), its 
chief competitor, and the industry as a whole. “A score of zero means the organization or 
the industry does not address or invest in this value dimension whatsoever, whereas a 
score of 100 means that the organization or industry is completely committed to this value 
dimension and can do little to increase investment in this dimension” (Stawar, 2006, p. 19).

Figure 3.2: The strategy canvas for LifeSpring, Inc.

Source: Stawar, T. L. (2006). Diving into a “blue ocean strategy.” Behavioral Healthcare, 26(2), 17–20. Used by permission of the author.

The value curve of a company, as depicted on a strategy canvas, illustrates its relative performance 
across the key competitive factors of its industry.
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Value curves can depict the performance of an industry or its segments. Creating value 
curves can be based on existing knowledge of an industry or organization, or a melding 
of the opinions of a group. The fact that what results is not as accurate as if done through 
extensive research does not matter. The important thing is to ask the right questions and 
focus on the right issues. Greater skill comes through more practice.

Value curves of segments and organizations may or may not intersect. In parts where they 
overlap, an organization is not differentiated on those competitive factors. For instance, in 
Figure 3.2 you can see that LifeSpring overlaps with its competitor and the industry in the 
value dimensions of community reputation for quality and expertise. Where the organiza-
tion’s value curve is higher than the industry’s, the organization is clearly differentiated 
on those issues—LifeSpring is clearly differentiated in the value dimension of convenient 
locations and excellent facilities. In a situation where an organization competes on factors 
that the industry doesn’t even register on—unique competitive factors—the organization 
can be said to have found a blue ocean.

The Four Action Framework
A first attempt at plotting an organization’s value curve might disappoint if the curve 
is too similar to that of the industry. This means, of course, that the HSO is not at all or 
not sufficiently differentiated. The organization’s leaders must stimulate thinking to find 
ways to differentiate the business and even ways of competing that have not been contem-
plated by the industry, which is to say they are looking for a blue ocean. For LifeSpring, 
this might mean designing and marketing specially designed services with “high value 
dimensions aimed at courts, probation officers, police organizations, primary care physi-
cians, or churches” (Stawar, 2006, p. 19). For an urgent care center, this may mean locating 
their facilities near hospital emergency departments to attract consumers seeking lower-
cost treatment options for nonemergent conditions.

The four action framework is a focused brainstorming exercise in which leaders iden-
tify competitive factors in each of four categories: reduce, raise, eliminate, and create. 
Responses are elicited by asking the following questions (Blue Ocean Strategy, 2013):

• Which factors should be reduced well below the industry’s standards?
• Which factors should be raised well above the industry’s standards?
• Which of the factors that the industry takes for granted should be eliminated?
• Which factors should be created that the industry has never offered?

Finding Situational Monopolies

The conventional mental model of a monopoly is a company that accounts for 100% of 
sales in a given industry; that is the definition taught in every introductory economics 
course. Governments created the majority of such monopolies. In Britain, for example, 
in the past the state ran the railroads, telecommunications, airlines, healthcare, and other 
major industries. Most have since been privatized, except for the National Health System 
(Abraham, 1974). In the United States, the Federal Trade Commission and state regulators 
evaluate potential mergers between companies, including healthcare systems and health 
providers, to determine whether the mergers would violate antitrust laws.
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A company can be a dominant player in a market 
without being considered as having a monopoly 
in that market from a legal standpoint. This is a 
position held by most successful companies at dif-
ferent phases of their operation. Lele termed this a 
situational monopoly or monopoly space, and it 
exists because a company creates or takes advan-
tage of a situation to charge monopoly prices. It 
is “an ownable space for a useful period of time” 
and is natural, legal, and surprisingly common 
(2005, p. 25). Consider the higher prices for brand 
name medications. Pharmaceutical companies are 
able to charge these prices because no other com-
pany can manufacture the same medication until 
the original patent expires. Consumers needing 
medications for which there are no generic equiv-
alents must pay the higher prices.

Companies can create a situational monopoly 
through innovative business practices. Dell was 
able to enjoy a 10-year monopoly when it was 
the only computer manufacturer selling made-
to-order PCs for the corporate market. Enterprise 
Rent-A-Car grew to be the largest car-rental com-
pany in the United States because it is the only 
car-rental company that caters to people for local, 
non-travel-related needs such as renting a car 
when their own car is being serviced or repaired, 
and it will pick you up and drop you off at the end (Lele, 2005).

To discover where your organization’s next “dominant player” space might be, look for a 
pattern and a situation where consumers want something that existing competitors can-
not or will not provide. In other words, look for an emerging need, incumbent inertia, and 
new capability. All three conditions must be present for a monopoly space to be opening 
up (Lele, 2005). “Smart” patient identification cards are innovations that could provide 
some HSOs with a situational monopoly. When the patient first visits a provider, the per-
sonal health card is created. The card contains the patient’s name and digital picture. 
Stored on the card are insurance details, a record of medical events, names of the patient’s 
primary care and specialty physicians, and other pertinent details such as medication 
allergies. The patient is given a unique PIN to use in the future when presenting for health 
services. The use of smart card technology means patients no longer need to answer the 
same questions each time services are provided—registration staff and caregivers just 
need to confirm the information is still accurate. Once smart patient ID cards become 
commonplace in most healthcare organizations, the dominant player space will close.

Because being a dominant player is legal and produces additional profits, every organiza-
tion should want to look to be one and hang on to this position for as long as possible. In 
fact, Lele says, a company’s chief responsibility should be to find its next monopoly space. 
That should be the goal, and how to get there should be the strategy (2005).

Peter Gridley/Getty Images

High prices for prescription medicine—
which unduly affect the elderly—are in 
part caused by pharmaceutical companies 
that create a situational monopoly for their 
products.
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3.4 Creating Future Scenarios
Planning ahead is generally a wise course of action 
in any walk of life: Perhaps it means that one can 
be better prepared to face a certain situation, or 
that things will be accomplished more efficiently, 
or that one can take specific action to facilitate a 
certain outcome. In the same way, thinking about 
the future is a critical skill for healthcare strategists 
and organizational managers. Any kind of strate-
gic thinking is about the future, so learning to fore-
cast or anticipate future events will bolster your 
ability to think strategically. It is imperative that 
strategists and key organizational managers feel 
comfortable thinking about the future: The future 
is where they will “live and work, implement 
plans and achieve results, and take the organiza-
tion to where it is going” (Abraham, 2006, p. 37).

This is not to say that thinking about the future is 
easy. The future is unpredictable and uncertain, 
and it’s not surprising that some managers feel 
uncomfortable thinking about or dealing with the 
future. They see it as something that is beyond 
their control. But that is a fatalistic attitude. While 
one cannot control the future in its entirety, one 
can control how one responds and acts. Strategic 
thinkers ask themselves what can be done to bring 
about a desired future. They seek to be proactive, 
rather than reactive.

Mendil/BSIP/Superstock

According to the American Association of 
Medical Colleges, the shortage of doctors 
across all specialties will quadruple to 
more than 60,000 by the year 2015. 
Primary care physicians, as well as nurse 
practitioners, will likely be in high demand 
in coming years.

Discussion Questions 

1. Which concept is more useful, in your opinion, in trying to find a unique market space with 
no competitors—the strategy canvas and four action framework or a situational monopoly? 
Give reasons for your answer.

2. What are the problems associated with using the four action framework without a compre-
hensive knowledge of the healthcare segment in which your organization is competing?

3. Must one use the strategy-canvas tool together with the four action framework, or can they 
yield benefits when used alone? Discuss.

4. Is it possible for a healthcare organization to have a true monopoly? If yes, in what markets 
and why? If no, why not? What about a situational monopoly?

5. Do you think there are differences between the benefits of a highly differentiated strategy 
and being a dominant player in the market? If so, what are they? If not, why not?

6. Should organizations with situational monopolies spend resources to keep others out of the 
market? Why or why not?
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Some managers might be tempted to rely on past experience and success when thinking 
about the future. Certain industries that are stable for a number of years lend themselves 
to this thinking, but this can be naïve. Often, the future is not like the past—especially 
in an industry as volatile, unstable, and ever changing as the healthcare industry. Being 
comfortable about the future means being comfortable with ambiguity and subjectivity. 
This is easier said than done, but there are tools and critical thinking skills that can help.

Scenario Planning

Methods of looking at or analyzing the future are called futures-research methods. One of 
the most relevant methods that enhances strategic thinking is scenario planning; scenar-
ios are narrative descriptions of plausible future alternatives. Scenario planning demands 
facilitation by experts, the involvement and education of many individuals, and a time 
period of weeks to months. When managers engage in scenario planning, they are bet-
ter able to prepare for what may happen in the future. They can get ready to deal with 
the alternatives before they occur, should they occur. Further, it allows enough time for a 
management team to consider what the organization might do for each scenario should 
it materialize (Fahey, 2003). Although it can be difficult, healthcare organizations that 
engage in scenario planning benefit from both the process as well as the result.

Scenario planning begins with identifying issues deemed critical to the future of the 
healthcare organization, where there is insufficient information to determine what the 
outcome of these issues will be. For example, a critical issue for the healthcare industry in 
the United States will be access, or more specifically a shortage of primary care physicians. 
Another critical issue will be costs, or more specifically reduced payment for services. Do 
these issues represent opportunities or threats? It is around such critical issues that two to 
three scenarios are devised, so that they may be compared and contrasted. Potential strat-
egies are not only possible responses to a future scenario; they also describe what different 
players are likely to face and do within each scenario. These actions in turn may influence 
which strategy may be more appropriate (Wells, 1998).

One then needs to collect information about the environmental factors and forces that will 
affect the issue in question. This is a far-reaching, research-intensive process, often exam-
ining markets, technological disruption, politics, economic trends, demographic changes, 
and so on. It is in this phase that the organization should identify major trends and timing 
of these trends, says Peter Schwartz, author of the seminal scenario planning text The Art 
of the Long View (1996). Once the key factors and driving forces are identified, they must 
be ranked in order of (1) their importance in the success or outcome of the organization’s 
strategies and (2) the amount of uncertainty involved. Identifying the factors that are most 
important and most uncertain will help in identifying the distinctive scenarios that make 
a significant difference to the organization. Then, these sets of issues must be reshaped 
and regrouped in such a way that a story (the scenario) can be told. As Stuart Wells says, 
“The essence of this process is writing stories about the future as if we were viewing the 
past” (Wells, 1998, p. 104).
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Case Study: Scenario Planning in a Public Health Clinic

As part of the strategic planning process, an inner-
city public health clinic identified trends in the larger 
environment in which the clinic operated. These 
trends were specific to the clinic’s clientele, as well 
as broader socioeconomic factors in the community 
and geopolitical issues at the state and national lev-
els. To identify these trends, several questions were 
posed to the management team:

 • What new economic, cultural, or demo-
graphic trends are occurring in our local 
community?

 • How would you describe the state of 
public health clinics in our state and what 
big changes are happening to them?

 • What is happening with funding for pub-
lic health clinics at the federal, state, and 
city level?

 • What are the future implications of healthcare reform?
 • What are the future implications of immigration reform?
 • At the state and national level, what challenges are facing public health clinics?
 • What does the financial health of our program partners, sponsors, and donors look like?
 • What will healthcare access for low-income people look like in the future?
 • What are the future implications of heightened focus on preventive services?

After the planning team created a list of trends, they then considered the certainty of each trend. 
The team discovered that some trends, such as demographic changes in the community, have long-
term momentum, whereas other trends, such as immigration reform, would not have a significant 
impact on the clinic. Things like state and national funding and level of services needed at the clinic 
were determined to be less certain trends with many factors influencing the significance of these 
issues on the clinic’s future directions.

(continued)

Doug Randall (2009), managing partner of Monitor 360 and a partner at the strategic- 
consulting firm Monitor, offers the five following recommendations for scenario planning:

• Create scenarios that are plausible, not necessarily probable.
• Determine what it would take to be successful in each scenario; give your cre-

ativity free rein.
• Assess current capabilities and be painfully realistic.
• Identify gaps between current capabilities and what it would take to be success-

ful in each scenario. Be honest in your analysis.
• Make choices by considering all your options.

Case Study: Scenario Planning in a Public Health Clinic illustrates how a public health clinic 
used scenario planning to analyze potential future trends to devise alternative strategies 
for meeting these challenges.

© Karen Kasmauski/Corbis

Budget cuts to public health programs 
disproportionately affect low-income families. 
Planning teams strategizing for the future will 
need to assess, among many other things, 
the level of healthcare access for their low-
income clientele.
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Case Study: Scenario Planning in a Public Health Clinic (continued)

For trends the planning team deemed as less certain but important for the clinic to consider, sce-
narios were created. Below is an example of a scenario related to funding:

The future for our public health clinic will include less state and federal funding because 
of increasing pressure to reduce the rate of growth of healthcare expenditures for low-
income people. Coupled with this will be changes in federal tax regulations capping the 
amount of tax-deductible charitable donations. Together these two trends will make it 
increasingly difficult for our clinic to offer the same level of services. 

Once scenarios for the most plausible alternative futures were developed, the planning team dis-
cussed the implications of each scenario. For some situations, the team felt that closely monitoring 
the trends was needed. In other situations, some tactical steps were recommended. For instance, 
to address the potential for reduced funding, the planning team recommended a consultant be 
hired to assist the clinic in pursuing grants from various philanthropic foundations.

Perhaps a benefit of equal importance to the value of the insights gained from develop-
ing scenarios is the learning that takes place during the process. This learning should be 
integrated into the strategic-thinking and decision-making processes. Liam Fahey (2003) 
suggests the following scenario-learning principles:

• Scenarios are not a final product. They are primarily used to inform and influ-
ence strategic thinkers.

• Scenarios are a way to systematically shape thinking about the present and the 
future and guide decision making.

• Scenario planning is not an exercise whose purpose is to create perfect scenario 
content. The goal of planning is to challenge and refine the thinking of decision 
makers.

• Information derived from scenarios helps managers track how the future is actu-
ally evolving. The learning from scenario planning never ends.

Delphi Technique

Since it was introduced more than 40 years ago by the RAND Corporation, the Delphi 
technique has become a widely used method for making decisions. Whether an HSO is 
choosing among various business opportunities, forecasting the future, scenario planning, 
or making other strategic decisions, this structured decision-aiding tool provides valuable 
input for the process. It is particularly well suited for “aggregating the judgments of a 
number of individuals in order to improve the quality of decision making” (Delbecq, Van 
de Ven, & Gustafson, 1986, p. 83).

spa81202_03_c03.indd   102 1/15/14   3:51 PM



CHAPTER 3Section 3.5 Finding a Better Business Model

Discussion Questions

1. Because there is more than one possible future, we do not know how things are going to 
turn out; that is, we do not have a crystal ball. Explain why going through scenario planning 
might provide more useful information than just getting the latest forecast from the Wall 
Street Journal or Businessweek.

2. In your opinion, is the cost of engaging an expert on scenario planning and all the man-
agement time involved worth the benefit? Give reasons for your answer, particularly with 
respect to what benefits might be produced. To what extent would your responses vary 
based on the different types of HSOs being managed?

3. Scenario planning is a complex, time-consuming activity. Can you think of another way to 
generate similar results at much less cost?

4. Can strategic thinking be done without some form of scenario planning?
5. Are scenario planning and other similar methods possible only for large healthcare organiza-

tions? Can you think of ways in which small HSOs might access those benefits?
6. How could the Delphi technique be used by an HSO to plan future scenarios? What “out-

side” experts could help an HSO select the most likely future scenario?

There are several variations in how the Delphi technique is used, but it generally follows 
these steps:

• In the first round of decision making, the opinions of several individuals regard-
ing a particular topic are solicited using a survey instrument.

• The opinions from the first round are summarized and shared with the same 
individuals, who are asked to provide their feedback using a survey instrument.

• Several rounds of opinion gathering and development of new judgments con-
cerning the topic may be needed to arrive at consensus.

For decisions involving forecasting the future or other issues that would benefit from peo-
ple with expert knowledge, organizations should engage outsiders to participate in the 
Delphi exercise. For instance, an HSO seeking to find more e-health opportunities might 
invite current users of its electronic patient portal to help identify the essential interactive 
e-health tools that should be on the organization’s website. Public health departments 
often reach out to recognized infectious disease specialists to participate in Delphi exer-
cises aimed at synthesizing opinions on various disease prevention strategies.

An advantage to the Delphi process is its anonymity. When responding to a survey, people 
are less likely to be swayed by group dynamics or persuaded by powerful or prestigious 
individuals. The use of a series of questionnaires and the feedback process gives people 
more time to thoroughly think through issues and contribute more fully.

3.5 Finding a Better Business Model
Chapter 1 introduced the concept of a business model as having elements that describe 
how an organization goes about attracting more consumers, making money, and grow-
ing. A business model can be as simple as creating one product and selling it directly to 
consumers. An example of this simple business model can be found in privately owned 
yoga centers that offer only one product—yoga exercise classes—marketed directly to 
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consumers by the center. The business model in some HSOs involves multiple products 
and services sold to a variety of consumers through various distribution channels.

When doing strategic thinking, a more structured way of looking at the organization’s 
business model can be helpful for determining whether one’s business model needs 
improving or whether a new and better model is needed. A structured method for look-
ing at your organization’s business model, shown as a “business-model canvas” in Figure 
3.3, has nine building blocks (Osterwalder & Pigneur, 2010):

• Key partners (KP)—the outsourced activities and resources acquired outside the 
company

• Key activities (KA)—the activities required to deliver the above elements
• Value propositions (VP)—why do customers buy from the company?
• Customer relationships (CR)—the relationships established and maintained with 

each customer segment
• Customer segments (CS)—which ones does the company serve?
• Key resources (KR)—assets required to offer and deliver the above elements
• Channels (CH)—communication, distribution, and sales channels used
• Cost structure (CS)—the cost structure of the elements of the business model
• Revenue streams (RS)—revenue streams that result from the value propositions 

successfully offered to customers

Figure 3.3: The business model canvas

Source: Osterwalder, A., & Pigneur, Y. (2010). Business model generation: A handbook for visionaries, game changers, and challengers. 
Hoboken, NJ: John Wiley & Sons, p. 44. Used with permission.

A structured method for looking at your organization’s business model, known as the business-model 
canvas, has nine building blocks.
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As a strategic thinking exercise, use the business-model canvas to describe your organiza-
tion’s current business model (keep entries very brief). Regard each of the nine elements 
as a source for business model innovation; elements can be changed one at a time or sev-
eral at a time.

Healthcare reform is causing many HSOs to reconsider their current business models. For 
example, in 2014 many low-income HIV-positive patients will no longer receive free med-
ications through state-based AIDS Drug Assistance Programs because they will be eligible 
for Medicaid insurance or they will receive federal subsidies for purchasing commercial 
insurance through an exchange (Martin, Meehan, & Schackman, 2013). Osterwalder and 
Pigneur’s business-model canvas could help managers of these state-based programs to 
develop a new business model that will allow their programs to remain viable in this new 
reimbursement environment.

As you can see, it requires a great deal of creativity and strategic thinking to come up with 
feasible and purposeful ways of improving the business model to help the organization 
be more successful.

Summary & Resources

Chapter Summary

 • When done well, strategic thinking produces potential strategies for an organiza-
tion to follow and suggestions for improving its business model. These are indis-
pensable prerequisites to doing strategic planning.

 • Strategic thinking includes the constant search for a better strategy, a better busi-
ness model, and a blue ocean, situational monopoly, or uncontested market space. 
It also includes developing alternative futures or scenarios to reduce future risk 
and guide strategic choice.

 • Searching for a better strategy involves playing a different game—not being like 
your competitors—being entrepreneurial (looking at things from a consumer’s 
perspective and looking for opportunities all the time), and finding more oppor-
tunities. There are a number of useful techniques for coming up with oppor-
tunities, like Abell’s three-dimensional business-definition model, structured 
brainstorming, and identifying strategic frontiers.

 • Finding a blue ocean is made easier using two related techniques—the strategy 
canvas and the four action framework, both created by the authors of the book 
Blue Ocean Strategy.

 • The most useful technique for developing alternative futures is scenario plan-
ning. To derive the full benefits, an organization wanting to use it should get 
expert consultation because of its complexity.
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Answer to the “Thinking Outside the Box” Exercise

The puzzle seems intractable because we immediately assume we are bound by the imaginary 
square in which the nine dots are arrayed. Of course, the puzzle is impossible to solve with that 
constraint, but the instructions never mentioned any restriction. Most people simply assume this 
boundary and thus are limited by their perceptions or mental model. The solution requires that 
three of the four lines extend outside the space defined by the outmost dots (see below). Hence, 
thinking outside the box is a metaphor for thinking beyond the common mental models that shape 
the way we see the world.

Web Resources
http://pareonline.net/pdf/v12n10.pdf
The August 2007 article “The Delphi Technique: Making Sense of Consensus” by  
Chia-Chien Hsu and Brian A. Sandford provides a good overview of a commonly used 
decision-aiding tool.

http://www.entrepreneur.com
A compilation of articles and tools focused on entrepreneurship in all industries.

http://www.newhospital.org
Business planning documents for the new University Medical Center in New Orleans.

http://www.shell.com/global/future-energy/scenarios/explorers-guide.html
The book Scenarios: An Explorer’s Guide by Jeremy B. Bentham can be downloaded from 
this website.

• • •
• • •
• • •

 • The Delphi technique is a widely used tool for group decision making. By using 
a series of questionnaires and feedback, the quality of decision making can be 
improved—it reduces groupthink and personality conflicts.

 • The business-model canvas, a tool comprising nine building blocks, facilitates 
improving the organization’s business model either incrementally (changing any 
one of the building blocks at a time) or more radically (changing two or more 
building blocks simultaneously). Such moves have to be analyzed for feasibility 
and effect before being considered seriously.
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http://www.aap.org/visionofpeds/scenarioplanning.cfm
Description of the scenario planning process of the American Academy of Pediatrics, 
including the completed documents.

Key Terms
Abell’s three-dimensional business-
definition model Abell proposes that the 
mission of a corporation is determined by 
three dimensions: (1) customer groups, 
or who the company serves; (2) customer 
needs; and (3) capabilities and technolo-
gies, or how the company will meet the 
customer needs.

Delphi technique A structured process of 
collecting and extracting knowledge from 
a group of people by means of a series of 
questionnaires combined with opinion 
feedback.

four action framework A tool designed to 
stimulate thinking to find ways to differ-
entiate the company and of competing that 
have not so far been contemplated by the 
industry (a blue ocean).

futures-research methods Techniques for 
looking at or analyzing the future.

monopoly space Exists because a com-
pany either created or took advantage of 
a situation to charge monopoly prices. It 
is an ownable space for a useful period of 
time. Also called a situational monopoly.

scenario planning A planning tool 
designed to create a small number of plau-
sible futures constructed around critical 
issues for the company about which suf-
ficient information is unavailable to deter-
mine how the issue will turn out.

situational monopoly See monopoly 
space.

strategic frontier Essentially anything a 
company might do in the future that it is 
not currently doing or that could be con-
sidered an extension of its current strategy.

strategy canvas A graphical two- 
dimensional representation: The x-axis 
comprises a list of the factors the industry 
currently competes on, such as price, fea-
tures, promotion, distribution, and service, 
and the y-axis represents the offering level 
that buyers receive across all these com-
peting factors.

system for innovation A brainstorming 
technique useful for coming up with new 
service ideas rather than changes to an 
existing service line.

value curve A depiction of a company’s 
relative performance (its strategic profile) 
across the key competitive factors of its 
industry on a strategy canvas.

value innovation An approach that seeks 
to pursue strategies of differentiation and 
low-cost leadership simultaneously.
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