Pablo Erat

Pablo Erat Executive Insight
Metallstrasse 9

CH-6034 Zug

Switzerland

Tel: +4179 469 4190

Fax: +41417115251
e-mail: pablo.erat@
executiveinsight.ch

Market Analysis

Networked Healthcare

Organising for networked
healthcare: Towards future
organisational models

Pablo Erat

is a partner at Executive Insight, a professional services firm focusing exclusively on the healthcare industry. For over a decade,
he has helped leading healthcare companies in Europe develop and implement novel marketing and sales strategies and
transform their organisations to better foster knowledge creation and innovation.

Olaf Zorzi

is a manager at Executive Insight. Over the last ten years, he has worked with executives to lead organisational and cultural
transformation processes across a number of industries. He is now focusing his expertise in leading change, organisational

effectiveness and leadership coaching in the healthcare industry.

Keywords co-innovation, commercial operations, competence teams, customer
centricity, customer networks, knowledge management, networked healthcare,

organisational design, stakeholders,

Abstract

In recent years, the healthcare environment has become increasingly

networked as a growing number of interrelated stakeholders are gaining decision-making
power in the prescription process. The authors argue that companies that do not adjust
their organisations to these changes will loose ground to the competition. These
companies will find it increasingly difficult to support their traditional target customers
and will not be able to address the dynamic needs of important nonprescribing
stakeholders. The paper provides an organisational design framework and ideas of how
companies can re-organise their commercial operations to remain viable in the future.
Two cases present a practical understanding of innovative organisational design.
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INTRODUCTION

At a large pharmaceutical conference in
March 2006, one of the key note speakers
stated that everybody knows that the
‘share of voice’ model is out of date, but
nobody wants to take the first step of
radically reducing the size of the salesforce,
risking the loss of market share. A wave of
consent went through the audience. In the
subsequent breaks, one could see groups

of pharmaceutical leaders discussing the
situation and complaining that not enough
conference time would be spent talking
about the real challenges of the industry.
While it is true that pharmaceutical
companies see their margins shrinking and
their customers complaining that sales
representatives do not add any value,
salesforce sizing alone will not solve the
fundamental challenges behind the fading
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‘share of voice’ paradigm. It seems
pharmaceutical companies are, however,
simply planning to tweak their pure ‘size
sells” strategies by improving targeting. As
a result, they will try to apply the same
size-related logic, largely responsible for
creating the problem, as a solution to the
problem — the only mindset shift being
that now ‘margins matter’.

This paper, which is the third in a
series of four dealing with the challenges
of the networked healthcare environment,
presents ideas on how pharmaceutical
companies can successfully organise their
commercial operations. The underlying
assumption is that the pharmaceutical
stakeholder environment is becoming
increasingly networked and that companies
can address many of the current challenges
by fundamentally reorganising their
commercial operations.

Based on front line experience,
the paper presents ideas for future
organisational models in the form of
organisational requirements (ie focus,
learning, innovation and implementation)
and core dimensions of organisational
design (ie strategy, people, culture and
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structure). These ideas are expressed in two
models that have been developed based

on research of highly organisationally
innovative European pharmaceutical
companies. The two models are labelled
the Competence-Based Organisation (CBO)
and the Mirroring Organisation (MO).

For purposes of delimitation, it is
important to note that it is not within
the scope of this paper to provide a
methodology on how to develop the
organisational design for pharmaceutical
commercial operations. It should also be
emphasised that there is no ‘one size fits
all’ design that would serve all
pharmaceutical companies. Nevertheless,
it is necessary to start thinking about
alternative types of design models that
go beyond the current standard of sales,
marketing and medical functions; models
that provide ideas on how pharmaceutical
companies can organise their commercial
operations to remain viable in the future.

THE SITUATION TODAY

In recent years, the healthcare environment
has started to change fundamentally and is
becoming increasingly complex. This
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Figure 1: Changes increasing the complexity of healthcare networks

© 2007 Palgrave Macmillan Ltd 1745-7904 $30.00

vol.7,16-17 Journal of Medical Marketing 7



-*— Erat and Zorzi

complexity is driven by macro- and
micro-changes inside the healthcare
market (Figure 1).! These changes are
making the healthcare environment an
increasingly networked and thus complex
arena in which to operate.

The changes within the healthcare
networks are driven by two forces. First,
there is an increasing influence on
prescription decisions by a number of new
stakeholders (eg new health authorities
and new types of opinion leaders such as
nonprofit organisations) and existing
stakeholders (eg governmental bodies and
formulary committees). Secondly, there is
a rapid emergence of new, highly dynamic,
relationships between the different
stakeholders. GPs and specialists are basing
their prescription decision making on an
increasing variety of factors, opinions,
information sources and interests. The
pharmaceutical sales representative is
just one of many players with whom
physicians have professional relationships,
and no longer have pre-eminence.

To demonstrate how the relationships
between stakeholders are changing, let us
examine the case of a large German
hospital centre. The centre started to
network with GPs, peripheral hospitals
and ambulance services, all involved in the
treatment of cardiology patients, in order
to develop and implement a joint
treatment guideline. To prepare the ground
for the network, the chief cardiologist of
the centre (ie the ‘network leader’) started
to discuss treatment alternatives with
insurance companies and contacted
potential network members. The
discussions with insurance companies were
important due to their ability to accept or
reject treatment alternatives. The economic
impacts were carefully assessed to avoid
penalising any of the parties involved.
Based on the results of these discussions,
several facilitated network meetings were
held to develop and implement a
commonly agreed treatment guideline.

Within the first year, the network
produced a significant improvement in
patient care quality and an overall
reduction of healthcare cost.”?

But where were the representatives
of the pharmaceutical industry in this
example? Even if sales representatives had
noticed that an important customer was
about to form a ‘guideline network’, they
most likely would not have been able to
play any part in this development. In
fact, experience has shown that most
commercial operations are not capable of
addressing such developments, largely due
to internal rigidities. Would marketing,
sales or medical own the programmes
supporting the guideline development?
Would the competencies needed to
perform the support come from one
function alone or would cross-functional
competencies be required? Who would
have the incentive to coordinate and drive
the corresponding activities? These are the
kind of questions that address the issue
of organisation.

ORGANISATIONAL
REQUIREMENTS FOR
NETWORK CENTRICITY

Today, there is a widely spread awareness
among pharmaceutical leaders in Europe
that the changes described in the previous
section are taking place, and that they will
have fundamental implications on the way
pharmaceutical companies need to
organise their commercial operations.
Companies that do not adjust their
organisations will increasingly loose
ground to the competition with respect to
market share and sales performance. The
reasons for this are two-fold. First, these
organisations will find it difficult to
support their target customers in
becoming more successful in the
increasingly networked environment

(eg the ‘network leader’ in the previous
example). Secondly, these organisations
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will not be able to access and address

the dynamic needs of important
nonprescribing stakeholders (eg insurance
companies and ambulance services).
Consequently, one of the most important
questions that pharmaceutical leaders need
to answer is which requirements their
organisations need to meet in order to
remain viable in an increasingly networked
environment.

As outlined in the previous paper in
this journal’s networked healthcare series,
one critical organisational requirement is
the ability to develop an in-depth
understanding of the networked
environment.® The paper outlined the
concrete steps on how a pharmaceutical
company can identify, map and interpret
influence relationships between
stakeholders in the healthcare market.

A solid network understanding is a
prerequisite for the organisation to be
able to focus on the growing number
of strategically important nonprescribing
stakeholders.

Understanding local networks and the
different types of influencers in a network
is, however, of limited value if the
marketing and sales operations continue
working in the traditional, functionally
separated, way. To continue the example of
the ‘guideline network’: it does not help
the sales representative much to know that
their most important customer is starting
to form a network if they cannot act
upon this information. In order to gain
access and create value for such networks,
the sales representatives need to leave their
traditional role as ‘information providers’
and evolve into ‘network enablers’. This
switch might be highly challenging as it
requires a mindset shift and new skills
from individuals.

From the broader perspective of
commercial operations, the challenges
are equally fundamental. Commercial
operations need to develop new
organisational competencies, services and

Networked Healthcare -ﬁ(—

delivery capabilities to actively facilitate
the customer networks. In this paper,
organisational competencies are defined as
a ‘combination of complementary skills
and knowledge, embedded in a group

or team, which results in the ability to
professionally execute one or more
critical processes’. Hence, organisational
competencies are something different
than the sum of the competences of
individuals. In addition, these competencies
are considered strategic if they allow

a firm to differentiate itself from the
competition.*>

For instance, a guideline network would
need support both in event management
(eg organisation of a kick-off event) and
online interaction (eg online platform for
virtual interaction and access to valuable
information resources, such as guideline
examples). The competencies needed to
develop and implement such services are
not likely to be found in one function
alone. The most critical competencies,
such as the ability to professionally support
customer networks, would typically reach
across such functions as medical (eg
medical content), marketing (eg
programme development), customer
service (eg meeting and event logistics),
IT (eg collaboration technology) and sales
(eg local operative assistance).

The example above illustrates that the
changes in the healthcare environment are
likely to call for fundamental changes in
the way pharmaceutical companies
organise their commercial operations. In
particular, pharmaceutical organisations
need to boost their ability to learn and
innovate across functions, and rapidly get
new services and solutions out to the
market. Table 1 summarises four critical
organisational requirements that
commercial operations need to meet in
order to address emerging stakeholder
needs, and successfully cope with the
challenges of the dynamic networked
healthcare environment.
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Table 1: Organisational requirements for network centricity

Focus ¢ How well does your organisation know and focus on the increased number of
strategically important nonprescribing stakeholders (eg health insurance, patient
organisations, public media and government)?

Learning * How systematically does your organisation identify and internally transfer insights,
learnings and experiences from the interaction with new stakeholders?

* How well does your organisation develop new cross-functional competencies that
serve as a basis for successful interaction with the constantly evolving stakeholder

environment?

¢ How well does your organisation learn from stakeholders and to what extent are
stakeholders integrated into processes of shared learning?
Innovation ¢ Does your organisation systematically evaluate and transform learnings about
stakeholder needs into valuable services and solutions for them?

* Are stakeholders systematically involved into processes of co-innovation?

Implementation

How fast is your organisation in piloting the most valuable services and solutions?

* How thoroughly does your organisation measure the effectiveness of your delivered
services in order to continuously improve?

Reviewing the organisational
requirements above, it becomes apparent
that designing the right organisation is not
an academic pleasantry, but rather a crucial
task for enabling the creation and delivery
of added value beyond the supply of drugs
to the healthcare network. Ultimately, the
new design will increase patient value,
which is the key challenge within the
healthcare arena today.®

DESIGN DIMENSIONS

Organisational design is widely recognised
as a major determinant of organisational
performance and competitive advantage.’
Simplistically, the design of an organisation
should match the distribution of resources,
authority and information as closely as
possible to the purpose the organisation
seeks to achieve. It provides a formal
context that shapes the behaviour of the
people within the organisation. In turn, it
is the behaviour of people that brings the
design of the organisation to life and
determines its effectiveness.® In other
words, designing the organisation to
address the challenges of the environment
entails more than drawing the boxes

and lines of a new organisation chart.
Changing organisations to ensure survival
in dynamically changing business
environments means changing

organisational culture — the values,
orientations, behaviours and leadership
style that shapes the ‘us’ versus ‘them’, the
‘right’ versus ‘wrong’ and the things that
are important versus those that are not.” ™3

The structural components of an
organisation (roles and responsibilities,
reporting lines and supporting systems)
represent a necessary, but certainly not
sufficient, dimension of the overall
organisation design. Business practice (not
only in the pharmaceutical industry)
shows that the so-called soft dimensions
of ‘people’ (capabilities and skills) and
‘culture’ tend to be neglected when
designing organisations. They are difficult
to grasp in tangible ways and to ‘engineer’
into blueprints for processes, structures and
systems. They, however, tend to be at the
top of the list of reasons for failure. For
instance, there is a great deal of evidence
that reconfiguring tasks into cross-
functional teams of sales, marketing
and medical members does not
automatically result in the intended
collaborative behaviour, unless other
aspects such as leadership behaviour
and organisational culture are changed
as well. 1

The point is that all critical design
dimensions need to be aligned and
balanced to design an effective
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Figure 2: From changes in the environment to organisation design dimensions

Table 2: Network-centric organisation design types

Organisation
design types

The mirroring organization

The competence based organisation

Strategy

Structure

People

Culture

Vision to move from supplier to trusted
and most valued partner of stakeholder
networks

Focus on the specific needs of single
stakeholder groups while realising brand
objectives

Country-based structure

Dedicated stakeholder departments
targeting different stakeholder segments
Support by temporary cross-functional
teams (responsible for customer
programme development) consisting of
individuals from marketing, sales and
medica

Strong relationship, conflict-management
and negotiation capabilities and the
willingness to work in temporary cross-
functional teams

Performance depending on the ability

to balance stakeholder needs and brand
objectives when developing and delivering
customer programmes

Culture characterised by a strong focus on
patient value and stakeholder networks

A genuine interest in various stakeholder
needs and a willingness to collaborate to
become a valuable network partner

Vision to systematically develop and
leverage organisational competencies that
allow innovation for targeted customers
and customer networks

Strong integration of selected customers
both in competence and solution
development

Competence-based structure

Dynamic competence teams (often
including customers) that are initiated
based on strategic needs

A dedicated team responsible for the
support of all parties involved in the
innovation and implementation process
Governance function ensuring that the
right decisions are made throughout the
innovation process

Willingness to openly share knowledge
and experiences across functional and
geographical borders and the ability to
work within dynamic competence teams
Performance based on the contribution to
competence team objectives and the
support of the innovation and
implementation process

Culture characterised by a strong focus on
the particular needs of targeted customers
independent of geographies

A shared interest to constantly innovate
and work closely together both internally
and with selected customers

organisation. The design dimensions
considered in this paper are strategy,
structure, people and culture.” Figure 2
provides an overview of how changes in
the healthcare network result in new

organisational requirements and related
changes in organisational design.

The combination of organisational
requirements for network centricity and
organisation design dimensions serves as
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the conceptual basis for the organisation
design of pharmaceutical commercial
operations (see Table 2). What should the
strategic, structural, people and cultural
dimensions of the organisation look like
to fulfil the organisational requirements
of focus, learning, innovation and
implementation that are critical to meet
the challenges of a changing healthcare
network?

DESIGN SOLUTIONS FOR
ORGANISATIONS

As stated in the introduction of this paper,
each pharmaceutical company has its own
individual context for which no optimal
‘one size fits all’ solution exists.
Nevertheless, models can provide highly
relevant ideas if combined with personal
experiences and related to the specific
organisational situation at hand. This
section presents two such models that
were developed based on first-hand
observation of European pharmaceutical
companies. The models are labelled the
CBO and the MO. While the CBO is
being used in a context of secondary care
and the MO in a context of primary care,
both models are examples of organisational
innovation that are applicable to
commercial operations regardless of

their product focus.

The CBO specifically addresses the
increasing organisational need to
systematically develop and leverage
organisational competencies (eg
competence in hospital quality
management or reimbursement systems)
that focus on innovations for targeted
customers and customer networks. This
focus makes sense due to the relatively
high margins and small, specialised group
of target customers.

At the very heart of the CBO are the
processes of competence development and
innovation, enabled by so-called
‘competence teams’. These teams are
composed of members from different

functions, responsible for the development
of strategic competencies and their
transformation into solutions (eg services,
applications, tools). Despite a stronger
alignment with the business strategy and a
clearer organisational responsibility to
transform competencies into solutions,
competence teams are related to the
concept of ‘Communities of Practice’.!®

Another critical aspect of the CBO
is the strong integration of selected
customers in both competence and
solution development. The cooperation
goes far beyond traditional ‘advisory
boards’ that simply provide feedback. For
instance, highly interactive workshops are
organised to draft a shared vision of a
potentially radically different future, and
jointly develop solution ideas that aim
at making all parties involved more
successful. From the perspective of the
CBO, customers can fulfil three distinct
roles within this setting. They can be
viewed as ‘information sources’, ‘co-
creators’ or ‘users’. As an ‘information
source’, the role of the customer is to
exchange information and knowledge
about solution ideas and concepts. As ‘co-
creators’, the customers are involved in the
creation of new solutions. Finally, as ‘users’,
customers are involved in solution testing
and piloting. In fact, the strong integration
of customers into the CBO, and vice
versa, strongly blurs the boundaries
between the CBO and its environment,
shifting the power from the firm to the
community.

Despite the blurred boundaries, the
CBO still needs a structural organisation.
Based on the assumption that the needs
of physicians are not determined by their
nationalities, the CBO tends to structure
across countries (eg Pan-European
organisation). A cross-border organisation
facilitates the leveraging of local
experiences (eg customer projects) and
networks customers with similar interests
across borders (eg support of a Pan-
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European registry). In addition to the
leveraging of experiences, the competence
development and innovation processes
require coordination. For this purpose, the
CBO typically has a dedicated team
responsible for the support of all parties
involved in the competence development
and innovation process, and a governance
function responsible for prioritisation of
investment in innovations (eg with respect
to which innovations to pilot and
implement).

The CBO design attracts and requires
people with a particular set of skills and
capabilities. For instance, employees must
be willing to share knowledge and
experiences openly across functional
and geographical borders, and possess
the ability to work within dynamic
competence teams. The concept of the
CBO is based on the insight that
employees (often hidden in affiliate
structures) and unidentified or inaccessible
customers often hold specific knowledge
that could create substantial value if shared
and transformed into solutions. According
to this view, firms have the opportunity to
open up the ‘treasure chest’ of knowledge
by enabling knowledge sharing between
their employees and customers.

The design of the MO is well suited to
implementation in individual countries
with a relatively large portfolio of
prescription products across several
therapeutic areas and a wide range of
influential, prescribing and nonprescribing
stakeholders. This emerging design type
specifically addresses the increasing
importance of the nontraditional
stakeholder groups, and embraces a
network-centric approach by establishing
dedicated customer-departments for all
critical stakeholder groups. This enables
a strong focus on the relevant members
of the healthcare network — one of the
strategic organisational requirements
for addressing the networked
environment.

Networked Healthcare -ﬁ(—

This type of organisation design reflects
or ‘mirrors’ the nodes of the network. The
focus on the influential stakeholders of the
network is coupled with a completely
different approach towards these
customers: fewer sales representatives
make fewer but longer visits that are
focused on creating real value for
customers and building stronger
relationships. The external focus on
different stakeholders is complemented by
an internal, cross-functional collaboration
process between marketing, sales, medical
and other supporting functions, to share
lessons learned, develop and efficiently
deliver innovative programmes and
solutions for the distinct stakeholder
groups.

The most critical challenge for this type
of organisation design lies in the cultural
dimension. The new way of interacting
with traditional and nontraditional
customers (listening and learning, rather
than pushing product details), as well as
the cross-functional, collaborative
innovation process require distinct new
values, mindsets, behaviours and individual
capabilities. The emerging results of this
design type are, however, very promising:
improved sales with a smaller salesforce.
The point is that this is only made
possible by organising and doing things
differently; not by keeping the same sales
approach and simply reducing the number
of sales representatives.

Both emerging organisation design
models adapt to the specific micro- and
macro-changes of the healthcare
environment, and fulfil the critical
organisational requirements of focus,
learning (from and with customers),
innovation and implementation.

An ideal pharmaceutical organisation
fully embraces the dynamic networked
environment and has specific network-
centric features built into all core
dimensions of its design. Table 2 gives a
summarised overview of the network-

© 2007 Palgrave Macmillan Ltd 1745-7904 $30.00

vol.7,16-17 Journal of Medical Marketing 13



-*— Erat and Zorzi

centric features of the two emerging
organisational design types.

Both organisation design types embrace
specific network-centric elements of the
healthcare environment that make them
quite distinct from the traditional
functional organisation of pharmaceutical
commercial operations. What stands out in
both designs is the newly acquired ability
to learn about the needs and dynamics
of the network stakeholders, and to
subsequently transform these insights into
services that are of true value to the
customers. Of course, pharmaceutical
products remain, and the services and
offerings such as compliance programmes
or patient outcome data measurements are
largely related to the company’s products.
But these new services go well beyond
the pure product-centred messages.

It needs to be emphasised again that
there is no ‘one size fits all’ design
solution, and that the above emerging
design types are only examples indicating
the general direction for designing a
customer-centric organisation. The
important point is that all critical
requirements and design dimensions
should be addressed in the organisational
design.

Box 1: Case study of a CBO

In order to gain a more in-depth
understanding, two cases are presented in
Boxes 1 and 2. Box 1 provides a real-
world example of a CBO called H-Care.
Box 2 features the case of P-Care that
summarises the essential elements of
a number of presently ongoing
organisational transformation projects
towards an MO design. Both cases are
based on long-term professional consulting
engagements of the authors. In response to
the environmental market challenges of
difficult access to prescribing doctors,
ineftective field visits, newly emerging
stakeholders in an increasingly networked
healthcare environment and a public
perception of the industry being a main
driver of healthcare costs, several
pharmaceutical companies have started to
experiment with new organisational
designs that reflect or ‘mirror’ more of the
customer environment. Such attempts can
be seen in initiatives where companies are
installing ‘voice of customer’ departments,
encouraging customer input to become
part of product plans, establishing regional
brand teams or setting up a number of
specific customer departments. Owing to
client confidentiality and the mix of
options available, the following ‘ideal

to the maximum advantage of customers.

as possible.

H-Care is a pharmaceutical firm focusing on sales, marketing, customer and medical services for specialty
products in the critical care setting. Since its foundation, H-Care was forced to deal with growing competi-
tion in most of its markets. Its two major competitors were applying pressure by rapidly increasing the
number of sales representatives covering peripheral hospitals (transferring patients to the centres).

Faced with this situation, the H-Care management decided to focus its strategy on two sources of
competitive advantage: the access to key players in the hospital centres, and highly valuable local
knowledge that could potentially be leveraged to the advantage of the most important customers across
geographical borders. But management soon realised that their current functional organisation was too

rigid to respond rapidly to the changing needs and requirements of its customers (eg hospital centres and
peripheral hospitals developing treatment guidelines). Consequently, opportunities were not identified, ideas
were not systematically developed into services that could be piloted, and services were not implemented

In order to overcome these challenges, the H-Care management formulated the vision to develop the ‘most
customer-centric pharmaceutical organisation in the European critical care industry’. It was decided that a
design should be developed that would allow the organisation to maximise the value it could generate for
its most important customers and customer networks. This was done by organising around the value
creation process consisting of the dimensions of customer insight, competence development, service and
solution development and implementation. All organisational units were geared-up to support this process
optimally. As a fundamental consequence of this customer-centric logic, the marketing department was
dissolved and the medical department was fundamentally reorganised to become as close to customers
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Box 1: Continued

At the core of the H-Care organisation are ‘competence teams’ that function as ‘innovation engines’ and
provide the organisational capability to rapidly adjust to changes in the environment. These teams were
defined as cross-departmental and cross-regional groups of people responsible for the development of critical
competences and their transformation into highly valuable service solutions that can be delivered by the sales
channels. For instance, one of the teams developed the competence to support hospital centres in networking
with peripheral hospitals. Based on guiding principles developed by the team, sales representatives were
provided with local support in shaping their own customer networks. Another team developed the competence
to scan for innovative ideas about future communication concepts and transformed the most attractive ideas
to solutions that could be implemented by the salesforce. For instance, the team developed an online platform
called ‘customer solution meetings’ which allowed the organisation to rapidly bring together both internal and
external experts (including customers) to develop solutions to practical challenges presented by a selected
customer.

The new organisation did not fundamentally change the structure of the sales force. The role of the customer
channels (physical channels, e-channels and call centres) in innovation is only to provide input to the
competence teams (front-line feedback and ideas for innovation) and take care of the delivery of customer
services.

The coordination of the whole value creation process was performed by a steering group consisting of
selected departmental directors. The primary responsibility of the group was to ensure that the right investment
prioritisations were made at the right time for transforming the best ideas to value-added customer services.
This would include decisions about which competencies to develop (eg ‘customer networking competence’ and
‘new communication channel development competence’) and which service ideas (eg ‘network event services’,
‘online network collaboration services’, ‘customer solution meetings’ or ‘online seminar services’) to pilot and
implement. All parties involved in the value creation process were supported by the ‘innovation support team’.
For instance, the team supports the initiation of competence teams and coaches competency team leaders

in the project management of innovation development and piloting. In addition, the innovation support team
evaluated pilots against predefined criteria and supported the decision-making process of the steering group.
The new organisation enabled H-Care to continuously develop highly valuable services that allowed the

sales representatives to improve their relationships with important customers and indirectly gain influence on
peripheral hospitals (eg through the facilitation of knowledge sharing between customers). Through the CBO,
H-Care was not only able to successfully defend its territory against the increased competition in the periphery
but it also managed to increase sales. For instance, an investigation shows that during the initial 24 months,
customers involved in customer networking projects generated a sales increase that was 35.4 per cent higher
than the sales increase generated by customers not involved in such projects.®

Box 2: Case study of a MO

P-Care is a typical affiliate company responsible for sales and marketing of pharmaceutical products in a
European country. The company is well established in its national market in which it targets mainly general
practitioners and specialists with a large salesforce. The company is engaged with its products in several
common therapeutic areas, bringing a range of products across these areas to the market. Product
performance is varying within the therapeutic areas and geographical regions. Margins are eroding and
competition has been steadily increasing. Differentiation from the competition through products and related
messages is becoming a major challenge in the market.

Understanding the governments’ national healthcare reform agenda and that new stakeholders were rapidly
gaining influence in the healthcare system, the company leadership realized that the organisation lacked the
relationships (particularly to the new stakeholder groups) that would become vital for its long-term success.
For instance, the contacts to health insurers, governmental institutions or the media landscape relied on
personal, ad hoc relations. On top of this, the internal functional and cultural divisions between sales,
marketing as well as medical departments made it nearly impossible to systematically transform relevant
stakeholder and network-related insights into valuable services and solutions.

The company leadership responded to this situation by changing the perspective at the top and formulated
a new company mission and vision to serve as a starting point for a more fundamental organizational
change. At the core was the intent to get the company more integrated and involved in the transformation of
the national healthcare environment by expanding its customer base, including nonprescribing stakeholders
and other partners, and redesigning its organisation (eg structure, people and culture) towards customer-
centric ways of working.

With respect to the structure, new customer departments were established that reflected the key national
stakeholder groups, thus enabling a dedicated focus also on nonprescribing members of the healthcare
system. This ‘reflection’ gave the model the label MO. The enhanced customer-centricity led to a new
balance between customer needs and business objectives of products. In essence, P-Care transformed

into a customer-product matrix organisation in which customer input provided via customer managers will
ultimately have priority above product objectives. This meant a fundamental shift in thinking and acting for
the formally product-centric company.

The clear focus on customer needs (rather than designing and driving the product message) required a
whole set of new employee and leadership behaviours that summed up to a significant cultural change. In
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Box 2: Continued

particular, organizational members had to develop a much more project-oriented and flexible working style in
order to cooperate across departmental borders and efficiently transform customer insights into value adding
services. In addition, the new way of working together required a knowledge sharing and decision-making
behaviour that was distinctly different as it required much more personal initiative and discipline than before.
These behavioural changes were supported by new performance measurement and people training
programmes that were focused on the systematic development of core people-competencies. In addition to
the new competencies needed for internal collaboration also the external interaction required a very distinct
set of competencies. In particular, members of the sales organisation had to learn how to operate in a new
interaction model: they had to find ways to approach members of the new stakeholder groups, to create
valuable discussions and relationships, to develop a feeling for stakeholder needs and ultimately, to find the
balance between product and relationship interests.

Hence, the organisation design addressed all organisational dimensions, not only strategy and structure, but
also culture and people. It is widely acknowledged that the toughest parts are aligning the people and culture
dimensions to the mirroring design. The efforts are, however, showing significant results: from the customer
perspective, satisfaction is on the rise, due to the recognition and appreciation for the new interaction form and
the resulting value adding services. And from the company’s perspective, sales and margins have stabilised.

case’ combines the essential elements of

a number of ongoing, real life
organisational transformation projects
towards a ‘mirroring’ organisational design.

CONCLUSION AND OUTLOOK

Galbraith notes that ‘one of the primary
barriers to converting to a customer-
centric organisation is the belief that a
company is already customer-centric’.!’
And indeed, pharmaceutical commercial
operations do claim to be customer-
oriented, and the individual sales
representative or marketing officer
certainly will make this claim with full
commitment. The key question is,
however, whether the organisation is
enabling this customer-centricity by
focusing on the right stakeholders and
networks and taking full potential of its
people and competencies or whether the
driving rationales for action and behaviour
are embedded in discrete functional
budgets and logic.

In this paper, the point is made that, in
the changing healthcare environment,
pharmaceutical companies need to
reorganise their commercial operations.
The competence-based and mirroring
models that were explained represent
solutions on how to adapt to an
increasingly networked and dynamic
market. ‘The organisation’, often perceived

as the necessary evil of bureaucratic
structure, is proposed as enabling platform
to unleash the potential of available
resources. It should enable to better
understand the needs of the important
stakeholders and allow people across
organisational borders (including
customers) to systematically share
knowledge to develop innovative and
value-creating solutions for the healthcare
network such as supporting providers
developing treatment guidelines and
improving patient outcomes. These value-
creating solutions will contribute to the
much needed improvement of healthcare
systems across Europe and will lead to the
desired integration of pharmaceutical
companies into the healthcare network
and into society overall. This specific issue
will be the focus of the following and
final paper in this series on networked
healthcare.
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