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We will discuss …

 Why merger and acquisitions (M&A)

 Why M&A in the healthcare industry

 How Trinity’s M&A strategy drives its IT management

https://en.wikipedia.org/wiki/Trinity_Health_(Livonia,_Michigan)
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Strategy 101 (1/2)

 Competitive strategy: how a business firm competes in a 
particular business or industry (Institute for Strategy and Competitiveness, 

HBS)

 how a company can gain a competitive advantage through a 
distinctive way of competing

 Examples?

 introducing new products

 lowering prices 

 entering new markets

 providing superior services

 M&A, diversification, vertical integration
http://www.blackjack.org/strategy/
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 Competitive advantage: strategic advantage a firm has over its 
rivals within its competitive industry

 A product or service that customers place greater value than 
on similar offerings from competitors

 Some competitive advantages do not last long (i.e. temporal 
competitive advantages),

 since competitors keep copying, imitating, or replicating.

 Sustainable competitive advantages is a basis for long-term
profitability for the firm

 achieving financial performance that consistently
outperforms industry peers

Strategy 101 (2/2)
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Steps in Strategy Formulation

 Where to play: look out industries or markets and figure out 
which one is profitable

 The five forces model for competitive analysis

 How to play: choose specific business strategies

 The three types of generic strategies

 Play with what: know what is needed to succeed in the 
competitive industry (tools, skills, muscles, …)

 Core competencies
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http://crux-xlri.com/porter%E2%80%99s-generic-strategies/

Generic Strategies

(Price) (Price)

Low-Cost Focus High-Cost Focus
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http://crux-xlri.com/porter%E2%80%99s-generic-strategies/
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http://crux-xlri.com/porter%E2%80%99s-generic-strategies/
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Why merger and acquisitions (M&A)?

 Why does a company acquire and merge another?

 Find out with your classmates!

http://www.slideshare.net/SandeepMane22/merger-acquisition-of-tata-jaguar-land-rover-demerger-of-hero-honda-26823281
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Why M&A?

 To enter a new market for growth

 To reduce costs (economies of scale, synergies)

 To diversify (economies of scope)

 To acquire new assets (e.g. factories, brands)

 To achieve vertical integration

 To kill competition

 To get bigger!

http://blog.vistage.com/business-strategy-and-management/mergers-and-acquisitions-understanding-the-essentials-of-stra

tegy-and-execution-in-the-ma-ecosystem-part-1-of-4/
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http://www.travelindustrywire.com/article87388.html

http://centreforaviation.com/analysis/us-airlines-finally-find-business-stability-but-government-intervention-threatens-to-thwart-profits-103400
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Why M&A in Trinity Health?

http://www.trinity-health.org/hospitals-facilities
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Penn Presbyterian Medical Center

(acquired in 1995)

Penn Rittenhouse

(a.k.a Graduate Hospital)

(acquired in 2007)

Pennsylvania Hospital

(Oldest Hospital in US)

(acquired in 1997)

M&A in Penn Medicine
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Why M&A in Trinity Health?

 To enter a new market for growth

 To reduce costs (economies of scale, synergies)

 To diversify (economies of scope)

 To acquire new assets (e.g. factories, brands)

 To achieve vertical integration

 To kill competition

 To get bigger!
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Economies of Scale

# of Product

Variable 

Cost

Fixed

Cost

Total

Costs

# of Product

Average Costs

= Total Costs / # of Product

 What are the fixed costs in hospital?

 What are the variable costs?
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Economies of Scale

# of Product

Variable 

Cost

Fixed

Cost

Total

Costs

# of Product

Variable 

Cost

Fixed

Cost

Total

Costs

Hospital A Hospital B
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Economies of Scale in M&A (1/2)

# of Product

Before M&A

Fixed

Cost

Total

Costs

Hospital A+B

# of Product

Average

Costs 

After M&A

Before M&A

After M&A
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 Fixed Costs in hospitals

 Capitals – building, medical equipment, license 

 Supporting functions – HR, finance/accounting, IT, 
procurement

 By M&A, the hospitals can save the fixed costs by consolidating 
capitals and supporting functions, reducing the average costs.

Economies of Scale in M&A (1/2)
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How Pays Hospitals? 
(They are not customers!)

https://www.floridahospital.com/sites/default/files/finance_part_i_revenue_hib_november_20131.pdf
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Have you tried to understand your bill?

http://www.siegelgale.com/better-explaining-in-explanation-of-benefits-statements/
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Why is “Getting Bigger” important?

https://twitter.com/trinityhealthmi

http://insurance.24hourly.com/dallas-tx/
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https://www.openplacement.com/community/blog/top-8-things-to-consider-when-discharging-to-senior-care/

http://www.ltlmagazine.com/article/fee-service-increases-resident-satisfaction-profit

Fee-for-Service vs.

Fee-for-Value
$15,000



24

MIS 3534 – Strategic Management of Information Technology Min-Seok Pang – Sep.19.2016

MIS 3534 Fall 2016 – Week 3 – IT and Competitive Strategies (II)

http://yes.goinvo.com/articles/health-reform-2-0-envisioning-a-patient-centered-system

http://bhmpc.com/2014/04/bundled-payments-rewarding-quality-value/
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Why M&A in Trinity Health?

 To get bigger

 to decrease the bargaining power of buyers (vis-à-vis 
insurance companies)

 so that the insurance companies pay more for its services

 To reduce costs (economies of scale, synergies)

 To diversify (economies of scope)

 Under the fee-for-service model, hospitals do not have 
much incentive to reduce costs.

 The transition from fee-for-service to fee-for-value requires 
to reduce costs and improve the quality of care.
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IT Management at Trinity

 What is a Unified Service Organizations (USO) (p. 3)?

 It aims to reduce the fixed-costs in supporting functions (e.g. 
HR, finance, supply chains, and IT).

 Why does Trinity implement a “Common Digital Platform”?

 Why is IT important in hospitals?

 IT in hospitals is mission-critical. Well-functioning IT is 
essential for quality care for patients.



27

MIS 3534 – Strategic Management of Information Technology Min-Seok Pang – Sep.19.2016

MIS 3534 Fall 2016 – Week 3 – IT and Competitive Strategies (II)

Electronic Medical Records

http://www.macris.com/mp/md/emr/
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Electronic Prescribing Software

http://www.doctorsaccess.com/electronic-prescribing.html
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Common Digital Platform (1/2)

 “Genesis also provided a common software package across the 
enterprise for each of five key functions” (p. 4)

 electronic health records

 computerized physician order entry

 adverse drug event alert

 revenue management

 supply chain management

 Why is this necessary?
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Before the Genesis Strategy
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After the Genesis Strategy

 What is the improvement in Trinity?



32

MIS 3534 – Strategic Management of Information Technology Min-Seok Pang – Sep.19.2016

MIS 3534 Fall 2016 – Week 3 – IT and Competitive Strategies (II)

Common Digital Platform

 What if a patient at Hospital A needs to get a lab test at Hospital 
B and meet a specialist at Hospital C?

Hospital A

Hospital B

Hospital C
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Common Digital Platform

 What would happen if each hospital uses a different kind of 
EMR?
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Common Digital Platform (2/2)

 The Common Digital Platform reduces the costs

 not only in managing day-to-day IT operations

 but also in integrating the IT of acquired hospitals.

 It enables effective communication and coordination among 
hospitals and other care providers (e.g. specialists, primary care, 
labs).

 reducing errors and wastes of time

 improving the quality of care
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Trinity’s M&A Strategy and Digital Platform

 Without the Common Digital Platform, Trinity could not have 
achieved the objectives of M&A.

 to reduce costs in IT management (economies of scale)

 to reduce costs in patient care

 to improve the quality of care

 In addition, without the platform, the organization could have 
become so big and complex 

 that its cost could increase compared to before M&A.


