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Centralization followed by decentralization in computing



Decentralization through disruption leads to accessibility
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Decentralization is common in service industries

Travel booking
Real estate transactions
Automotive sales
Retailing
Accounting and tax preparation
Banking and investing



The decentralization that follows centralization
is only beginning in healthcare
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“Competition”

 

generally does not reduce prices. In fact, the pursuit of profit and 

 differentiation in sustaining

 

competition amongst similar business models generally 

 adds

 

cost. It is decentralizing innovation that reduces cost.



Rules‐Based

Disruption is facilitated when historically valuable 
 (and expensive) expertise becomes commoditized

Experimentation
& problem‐solving

Probabilistic
Pattern 
Recognition

Precision
Medicine

Intuitive
Medicine

Empirical
Medicine

Imaging & molecular diagnostics



Value Proposition:
Don’t know what’s 

 
wrong? We can address 

 
any problem you bring

Resources

ProcessesProfit formula

The Traditional General Hospital Is Not a Viable 
Business Model
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Pocket radios (1955)

Portable TVs (1959)

Technological Enabler: Transistors vs. vacuum tubes

Hearing Aids (1952)

Major Established 
Electronics Markets: 
Tabletop radios, floor‐standing 

 
televisions, computers,

 
telecomm.equipment, etc.

Path taken by
established vacuum 

 
tube manufacturers

It is often futile to cram new technologies into old 
business models



Fee for service Fee for outcome Fee for Membership 

Hospitals are expensive conflations of three types 
of business models

• Consulting firms
• High‐end law firms
• R&D organizations
• Diagnostic & intuitive 

 activities of hospitals

Solution Shops

• Manufacturing
• Education
• Food services
• Medical procedures 

 following diagnosis

Value-adding process 
businesses

• Telecommunications
• Insurance
• eBay
• Provider and patient 

 communities 

Facilitated Networks
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RCA, Zenith

Component suppliers

Appliance Stores
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Sony, Panasonic

Component
suppliers

Discount retailers

New propositions often require new 
value networks to gain traction
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New propositions often require new 
value networks to gain traction

Value‐adding process 

 
hospitals

Chronic care via user 

 
networks

Financial incentives via 

 
health scoring systems

Direct employer contracting

Retail clinics

HSAs & high‐deductible 

 
insurance

Personal health records

Solution Shops

General hospitals

Fee‐for‐service 

 
reimbursement

Physicians’

 

practices

Blanket contracting

Licensing regulations

Information technology
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