
Mauericks in Motor City
Cut a Path TLtrougb Managed Care

N 1991. CFIRYSLER IVIOI'OITS

:rrvurclecl an e.rclusir,'c contrltct

fc>r honre nreclical cquipnrerrt

ser",ices in l\{ichigan that

a ripple ef'fect in Detroit's

(HN,{E)

creutecl

provicler cr>nrrtrlrnity. Fclr many. it

crystallizecl tor the first tinre thc

irlrpact of man:.rgecl c'.rre.

'i'he c<>ntract w:-l.s ar.r'arclecl tcl

Wright & Filippis, u provider spe-

cializing in orthotics ancl prosthet-

ics l-readqrurrterecl in Rochester

Hills, a sullrrb north of Detloit.

Srnall ancl large HME suppliers in

I)etroit were closed out and forcecl

to find ne\\' \\':.tys tc> conrpete. The

result has been innovative business

relationships. The path Detroit sup-

pliers have cut ha.s lleen cl<lsely

rvatched by the rest of the indr-rstry.

'l'hc Chrysler contruct lnd thc Dctr<lit

nrarket are both conrl>lex and nrultilavcrcd.
(-hn,slcr actuallv c()r'rtmcted *,ith Dctroit's
largcst insrlrunce c()mpxn\', Illue Cross/Bluc
Shicld of l\'lichigan (UCflsIl), which subcon-
tractcd on a capitated blsis u,ith \\/right &
Filippis throuSil-r thc insurcr's SL;PPORT
(Sclcct t.ltiliiration of Providcrs for Prosthctic.
Onhotic and Rehabilitativc Tcchnok>gl') pt>
grum. That contmct cxpircs ncxt nxrnth, but
Chr_r,sler otficials havc not indicatcd rvhcthcr
it will be rebid.

Wright & Filippis was r,rniquelv posi-

tioncd to nreet thc contract because it opcr-
atcd 20 branchcs through<lut thc statc, morc
than an,v other Michigan supplicr at the
time, according to Dctroit-area providers
wlr<r sp<;ke with HtsmeCare. Wright &
Filippis also subc<>ntmcted with Homedco
(formerly Glasrock), whose district ofifice is

in Troy,, Mich., to servc somc of its high-tcch
rcspiratory nccds.

BCBSM has since attempted to scll its
SUPPORT program to Ford Motor Co. and

Gcneral Motoru. Ford officials decidcd t<l

carve out homc care services three yearu

ago, but have not yet issued a request for
bicls. Somc supplicr prcdict that contract
will be let as early as next April. Sources say

GM is onll'now bcginning to cxamine man-
agcd care.

If BCBSM wins the Ford contract, it has

alrcadl' agreed to subcontract with Home
Health Care Providem Inc. (HHCP), a
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statewide alliance of 20 small FIi\IE suppliers

led by Plymouth-based Prescribed Orygen
Sen'ices' president Bob Nlal'er.

Nlayer sap he and four other Deroit-area
suppliers formed HHCP when they realized
Ford and GNI w-ould not be far behind
Ch4'sler. "For us, it was immediate econom-
ic suwival," he sa1s. The auto companies

make up about twGthirds of Prescribed
Oxygen's business. 'Sometimes you look at

ttrese issues down the road and the.v are five
years away. This, however, was an immedi-
ate concem. We bad to do something to pr}
tect our market share."

JOINING FORCES
When the going gets tough, the tough band

together. In Detroit, a host of independent
suppliers hav-e formed networks that offer a

giimpse at s'hat the future holds for the

home care industry.
Prescribed Ox-r'gen's llaver, Jim Binson,

president of Binson's Hospital Supplies in
Center Line, and a coalidon of at least 20

other suppliers spent approximately
$20,000 investigating and lobbying against

the Chr,r.'sler contract. The-v argued rhat

other suppliers \!-ere not given equal oppor-
tuniq'to bid and that patients were ffane
ferred to Wright & FiLippis without adequate

notice. When that effort failed, the suppliers
realized the,v needed to reelaluate their com-
petitive strategies.

I{HCP w'as formed in February 1992 fol-
lox'ing discussions between Nlayer and ser-er-

al friends in the industry. "Basically, I rvent to
people that I knew had similar attitudes that I
did and I knesv were good business people

and were financially sound," he sa1s. The
group hired consultant Sheila Morrow of
Professional llanagement and Consulting
Serdces in Canton Township, and Don
Fitzpatrick, president of marketing firm DWF
& Associates in West Bloomfield, to derrlop
a marketing plan.

HI{CP is owned equally by five sharehold-

ers. The fir'e have contracted wi*r 10 other
IL\IE providers to cover the entire state.

Iletro Home Health Services in Dearbom is

the onlv participating home nursing member.
Ilaler sa-vs he hopes to expand HHCP's

home hedth agency sen'ices by developing a

statewide netrvork of agenq' groups.

The ke1'to HHCP's success has been the
flexibiliq'of the members, according to

Ilorron'. "The_r'hale shared everything to
promote unifomr.iw among the members."
she explains. This includes information about
operations, staffing and financials. "The learn-

ing cun-e has been incrediblv impressive."I bout 12 HltlE

ll.orpaniesf loperate within

two square miles

in northeast

Detroit, according

to one supplier,

Managed Carc Distinguishe s
Detroit Terratn

t is the "Bg Three" self-insured auto companies that set the Defooit rnarket apart fi
the 5 million area residents, an estimated 760,000 are auto employees, which does

not reflect an eyen larger number of businesses affiliated wih auto manutac{uring;

The Big Three have a large incentive to reduce fteir healft costs. Their average annu'

at healffr cost per worfter has increased from abord $3"300 in 1985 to about $5,700 tris
year, according to the lHtoit Fre Presr," GM's higher retiree population has made ib
costs higher-+fficials say healEr carc adds $1,t169 tro the cost of every car and buck
GM builds

This year providers anxiously awaited tre outcome of United fuito Wo*ers negotia.

tions, conducted wery thrce years A proposal in tris year's UAW conhact for wor*ers to
pay part of their healtft costs tailed, but the employers are looking for afternativcs,

including managed carc.

Managed care atready has a significant presence in Mlchlgan. ln 1992,24,7 wrr'lm
of the state's population was enrolled in health maintenahce brganizations (HMOsl'' ,

according to the Group Healdr Association of America. ln 1901, the pe{pit'fttn 4!Pl ,
area was tre No. 17 n:ny'rretin HMO enrcllment in tre United States at 25 percerL ' . :

Participation has grown rapidty. Enrollment in HM0s in soutreast Mlchigan increased

fourfold betrryeen 1979 and iggi, ttot 174,fi9 people in six HMO'plans ki 9fljf€a.', ;
people in nine HMQg The nine saw net income improve 16.4 percent aiid membership :

rise 7.4 percert in 1992, according to the GfltlA" Membership in.prelerre{nto-1"49.1-r',''.,

tiovEIlBER 1993 HO.\{ECARE



SURVIVAL
STRATEG I ES

A*Til;l
and Northwood

would like to

achieve national

coverage, they

remain skeptical

that the national

companies will be

able to provide

adequate coverage

Nlorrow sa,rs. "Ilembers have been ven'
eager and receptive to management informa-
tion needs."

"Vhen the ship is sinking, everyone
grabs an oar on the lifeboat," trIaver adds.

"No one argues about n'hich paddle thel'are
going to grab."

While it awaits the Ford decision about
the SUPPORT program: IIHCP w'ill begin
sen'ing some Ford beneficiaries on a capitat-

ed basis in December. The 30,000 enrollees
of Blue Cross' Preferred Trust preferred-
prol'ider organization (PPO) were switched
to HHCP network pror-iders this fall. [{HCP
also has another contract that stars this n'in-
ter *'ith NlanageabiJiq-, a utilization-rer-ies-
case management g.roup in Farmington Hiiis.
Billiag for I{HCP contracts s'ill be central-

izedatan office in Lii-onia.

HHCP defines itself as a tlLird-parn- admin-

istrator CIPA), or PPO, according to }Iaver.
Its target is insurers, rather than emplovers.
This contrasts n'ith its closest competitor.
Northw'ood [nc., founded b1'Binson's Hos
pital Supplies. Nonh*-ood received altemate
finance deliven'srstem (AI:DS) licensure b1'

the state inJulv as a health maintenance
organization Gillo). or risk-taking organiza-

tion, according to Binson's officials. It is
strucrured as r*-o companies-a marketing
and administrative sen-ices companl'and an

AIDS companr'.
Northwood co\-ers even' aspect of home

care from nursing to infusion therapi'. It is
the larp;est nenr-ork in the state, with 28 ftrll-
senice centers plus others that focus on spe-

cific niches. Binson's began forming the net-
rvork tw-o yea$ ago for the same reasons as

HIICP, according to Ken Fasse, Binson's lice
president and chief operating officer. The
Ch4-sler contract caused the firm to lose 5 to
10 percent in revenue, Fasse sa1s, rv-hich it
has since recovered.

Northrv'ood president Nlichael Flliott
helped develop the network and created its
merketing strateg)'. Flliott says he has spent
1993 "beating the bushes" for bushess. He

has prepared proposals for emplol'ers,
including one major auto parts vendor, that
list Northwood members as well as norunem-

bers in the areas not alreadl'col'ered b1- the
nersr-ork. This strategl is based on the
assumption that the nonmember companies
n-ould n'elcome the added business. he sa1s.

Nonhsrood has also advertised in several

local business publications to build name

recognition.
Nonhn'ood's challenge, Elliott savs. is to

demonstrate to emplol'ers the value of can
ing out the home care benefit. "The s-orld
has nerer bought home care as a separate
product before,' he explains.

]lost FL\lOs har-e told him thel'are satir
fied sr-ith their home care arrangements.
Fllion savs. "\\hat that means is thel'har-en't
thought about it.' he sar.s. "We are preparing

Mataged Care Distinguishes
DetroitTercarn

organizations {PPOs) Crew from approximately 906,000 in 1989 to 1.37 million in 1991.
Managed care has also atbacted tre state Medicaid progam. Officials were sched-

uled to competitively bid for home medical equipment (HME) seryices this year' but
dropped the plan after the state HME supplier
association delivered alternative cost-saving pro-

posals. However, suppliers say the plan is likely
to resurface.

Detroit is aho unique in that every one o{ ib
hospitals and healtr systems either operates its

l;,::3::{^"
state's population

own HME division or maintains a joint venture

-tu' .iiia.p"ii.i.oiptny. These health sys- was enrolled in heahh

maintenance

organizations.

tems are consolidating even further through
alliances with HM(}s and PF0s. Ihis vedical irt+
$ation makes for a touglr competitive environ-

ment, says Chris Gleeson, disbict sales manager

for Homedco. 'fie players arc changing and con-

solidating," he says 'They are netwodring to develop statewide health systems to pre.

pare for managed competition. ft's here already."-K,0.

in every region.
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GBSM

provided

HHCP with

two years of

utilization data to

determine its

contrac't rates.

HHCP then

contrac'ted with

their thinliing. There nill be time in the
planning process n'hen thel- do make it a
priorirl'.'

Flliott has made about 180 sales presenta-

tions sinceJanuarl'. The first nibbles have

come from two TPAs, an association *'hose
benefits are administered b1'a TPA and a na-

tional case-management company, he sa1s.

About a dozen other contracts are pending.

A thkd nerrv'ork in the Detroit area $as
formed this 1'ear b.r' 11 home care compa-

nies connected to the area's hospitals and

health q'stems. Af&liated Home Health Care

is led by chairman and president Iary
Brothers, who is also chief operating officer
of Kensington Health Enterprises in Flint. In
addition, Brothers is president of Nletro
Duramed in St. Clak Shores, an FL\IE compa-
n1'on Detroit's east side affiIiated *'ith
NIerry Hospital.

Brothers sals A-ffiliated rr-as formed spe-

cificall,v to respond to managed care prG
viders. "I think one of the ke1's of organizing
an)'group of individuals is tr_r'ing to find
some corrrmonalin'and lilie culrural values,"

Brothers explains. "\Ye found that sl'ith
health q'stem-related companies." The mem-

bers are working on a-q.reements to share

their individual contracts.
"This is not a competitirr thing," Broth-

ers emphasizes. -It's a sun-ir-ai strategr'." His

business recovered the 15 percent of Chrl-s
ler revenue it lost. but *-ould be more affect-

ed if it lost a Gll contmct because of plant
Iocations. "All of us in A-ffiliated knew'rr'e
had to do something based on the number
of providers in Detroit," he sa,vs. He esti-

mates that about l2 FL\IE companies operate
within rwo square miles in northeast Detroit.

HomeCARE of )lichigan, Dearbom,
joined Affiliated prirnarilv to go after the
auto contracts, but also because president

Randy Kowalski sa1's he sav- the writing on
the wall. His companv was approached by
several nationals. but he p'asn't interested in
seiling. "As a dealer, ,vou are walking atig)'rt-
rope by yourself," he sa1s. "It helps to all,v

with similar qurlin'oriented companies."

Unlike the other netw'orks, Affiliated's
goal is to provide all health care services,

Brothers says. "'We want to provide a contin-
uum of care, which will include hospital and

pnmary care," he says.'We arcpafiof aver-
tically integrated health s)'stem, and our goal

is to go to emplovers and offer to do every'

thing for them. ...It's not inconceivable that

for a really big contract Affiliated and North-

wood could get together to serve it."
Affiliatcd also hopes to contract with inte-

grated health s]-stems that don't have II\IE
subsidiaries. "We are looking at how to
match our sen.ices to facilitate the flow of
the patient through the q'stem with the least
amount of handoffs," Brothers sa1s. "It's
refocusing away from the product only." The
network is also considering AFDS licensure .

The laby'rinth of hospital alliances in De-

troit can be difficult for newcomers to unra\L
el. For example, Brothers' company, Ken-
sington, is a for-profit subsidiary of Geneqs
Health S,r'stems in Flint, which is composed
offour hospitals and about 15 health care

corporations. One of those is KensinSon's
sister group, St. Joseph Healttr Slstems,
which is owned by Sisters of St. Joseph's
Health Slstems in Kalamazoo. And BCBSII
jwt formed il1 alliil16s, Community Care

Partnership, between itself, Henrl' Ford
Health S1-stem and the Sisters of ilIerc'
Health S1'stem.

These health srstems are also inte$adng
sv'ith the area's managed care organizations.

Geneq's is negotiating to purchase Hea.lth

Plus, a Flint-based llllO. I qst )'ear Healdl
Plus sold its Detroit operations to another
lL\lO, SelectCare, in Troy. SelectCare is par-

tiall1- o*'ned b1-fir-e health $'stems, including
St. John's Health System in Detroit. The
Hen4'Ford Health S,vstem owns IL\IO Health
Alliance Plan and is affiliated rvith Detroit
pror-ider Fairlane Home lledical. M{are,

Goopers & Lybrand

to help sift

ll7,wL
76,636

100,101

n5,n7
n,000
42,178
9sfls
79,165
'21,W

966,501

Grcrter Detoit Area Healtr Council, Volunr Xl,
Xo. 1

Detroit Area
HMOs

Name/Enrollmert
Oct 1991-Sept 1992

Blue Care iletwork
Care Choices

Comprehensive

Healtft Services

Healfr Alliance Plan (HllP)

Healft Plus ,

M4are lUnlv. of Michl
Onni Care ,.,,'l''

S€lectBire MedExtend

:I+! llealtr Gare t,":',,":1:

'TAlFLr ", . ,

through the data.
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operated by the Univeniq of trIichigal in
Ann Arbor, is affiliated *'ith Ford Hospital.
And HNIO Care Choices is orrned b1'the
Sisters of Mercy Hospital Corp.

Both North*-ood and HHCP have net-
work members that harc joint ventu-res and
other business relationships with hospitals.
Some providers, zuch as regional indepen-
dent ComfonCare, say it's their hospital rela-
tionships that are helping them stay alive in
the managed care wilds.

A }yearold [L\IE and infirion therapy
provider and former zubsidiarl'of the Pem'
Drugs chain, ComfonCare opefirtes six
branches h addition to its corporate head-
quarters in Troy. Approximate\'60 percent
of its business comes from relationships
with health q'stems, according to chief oper-
ating officer Charles Osbum. One of its big-
gest sources is Detroit }ledical Center.

Through its hospiul relationships, Com-

fonCare has alreadl signed a number of capi
tated contracts n-ith small insurers, PPOs

and FLVOs, one of n'hich is Health Plus in
Detroit. The companl'had lirde Chn'sler

business, but Osburn sa_rs GNI business
n'ould be much harder to replace. Because
40 percent of its nonhem r\lichigan business
is from Gll, the compan)'is working to
develop \\?)'s to compete for the auto con-
tractS.

ComfortCare's biggest operational
change, Osbum sa1s, has been to cultirate
statewide co!'erage. "We have a loose con-
sonium of providers," he explains. "!7e
don't hal-e contracts. They are handshake
agreements. Why get immersed when rr-e

don't know what's going to happen dorrrr
the line s'ith health reform?"

BEYOND BORDERS
Even though ttrel'emphasize that managed
care pro,r-iders rvant local sen'ice capabilities,
most small suppliers sa1'the1'are looking for
\l-afs to compete for business that is con-
tracted on a national basis. Detroit is geo
graphicallv isolated b1-the Great l-akes on
tfuee sides, so it has experienced linle inter-
snte competition. Vith the transition to four
Iledicare carriers. suppliers sav that could

Accreditation Forces Suppliers
To Sink or Swim

n addition to broad access and low cosl home medical

equipment (HMEI providers in the lhtroit arca say man-

aged care organizations demand quality assurance,
which to trem means accreditalion. Not having $at stats
from the loint Commission on Accreditation of Healhcarc
Organizations is an automatic deal-buster, according to

' suppliers who spoke wrfl. Hom*arc.
"Managed care companies often don't know what they

are bidding for," says Lany Brothers, president of Affiliated
Home Health Care, a network of hospital-atfiliated HME
companies. 'Thus most of the HME contracts they are sub-
mitting now specify Joint Commission accreditation. That's
a very competitive fac'tor dght now. lf you'rc not accredited,
you'rc out the door. Forget it."

Accreditation should be mandatory for &e ertire indus-
hy, according to Randy Xowalski, presidert of HomeCARE

of Michigan in Dearborn, an Affiliated member. "l trink too
nuny people appruach these managed care groups by look-
ing at the low dollar," he says. "lf you'r€ not accredited,
you're part of tre problem.tt

AJI members of the Home Health Gare Providers Inc.

IHHCPI networt must be accditd, accodingto presidert
Bob Mayer. As a prefened-proyider olganization, accredita-
tion allows HHCP to check the quality of its members and
prove it to potential customers. ln addition to qualiB,
accreditation also assurcs financial stability and personnel

management, Mayer says. "ln managed care, accreditatbn
is crucial," he says. "lf you can't acquire it, you will not be
pad of managed care in tre long run.tt

lf it wins $e Ford cor*ra4 HHCP has also agreed to set
up a quality-assuriance committee that will include mem-
bers from the United Auto Worlters, Ford, Blue Cross, HHCP

and networft supplierc, Mayer said. The committee will meet
reeularly wifr a medical direc'tor to check service quality.

Nortlmood also requires tftat memberc be accredited or
be in the application pr(rcess, according to Pam Binson,
direc'tor of reimbursement for network founder Binson's
HospitalSupplies. Orftotic and prosthetic companies must
be American Board Certffied. "We have to maintain some
corbol over our providercr" she says. "At Binson's we've
prided ourselves on service and quality, but when you hire

other people to provide service under lNorthwood's]
umbrella, your control changes." Northwood has its orm
quality-assurance progam as well.

Some say the costs of becoming accredited could elimi-
nate many small players in the market. Hational chains
Homedco and Abhy are bodr accredited. 'The winners will
be the people who can mainbin a higft quality of service

and be the low-cct providerr" says Homedco distic't oper-
ations manager lim Shurloly, based in Troy. "For compa-

nies ftat have been accredited, it's pretty dfficuh for &em
to fuim tfteir services and remain competitive." 4(0.
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think it's

clear within

our entire

If, if
companies do not

change as billing becomes steamlined.
One of the largest national firms, Homed-

co, based in Fountain Vallel', Catif., entered
the Michigan market when it acquired Glas-

rock a year ago. It now has nine branches in
the state , with the district office in Troy.

Being a national provider gil-es managed

carc organizations a sense of stabiliry and

nationwide consistency, district sales manag-

er Chris Gleeson sa1's. "Nationwide we can

offer the fi:ll range of services, from durable

medical equipment to infusion," he sa,r's.

"And we benefit from certain efficiencies
and economies of scale." Respiratory makes

up 70 percent of Homedco's Troy business.

In addition to the Vright & Filippis con-

tract, Homedco has dweloped cooperative

relationships with area nursing agencies.

According to Gleeson, it is more cost-effec-

tive for the companv to form 5ush :lliances

ttran to enter those markes itself. However,

it has almost finished the creation of a home
infusion depanment, complete with pharma-

cy aad nursing capabilities. It also hopes to
expand into northem }lichigan, where the

concentration of re tirees is highe r.

Abbey Home Healthcare, Costa llesa.
Calif., just entered the Detroit area with its
acquisition in Augrist of Specialized Home
Care, an H![E compan.v specializing in pedi-

atric respiratory ca-re bas€d in }ladison
Heights. Former owner and new assistant

branch manager Carlia Cichon, RR.T., savs

Abbey provides Specialized with &e financial

resources it needs to compete. "we \i-ere

very fornrnate that Abbe,v came along." she

says. "We knes'that *'e had to work v'ith
managed care, and we could not keep up
with product lines and specialw progmms."

The acquisition gir-es Abbey 14 branches

in the state. According to area vice president

Manny Brown. it also gives Abbey the oppor-
tunity to improl'e its position in the competi-
tive Detroit rnarket. "But we are not just try-
ing to gain market share," Brown says. "We

arc trytng to build a strong provider nerwork
to take care of customers across the United

States."

Brown believes the auto companies could
one day sign a national contract for allof
their employees. The company is pursuing

both a regional andanatronal strategv, he

adds. "The marketplace is going to dictate
what they want from us," he explains.

'!/e're going to be flexible enough to meet

those needs."

Officials of both HIICP and Nonhwood
would like to achieve national coverage by
working with other independents or rcgion-

al networks. They remain skeptical that the
national companies will be able to proride
adequate coverage in everyregion. "I don't
knorr- of any national competitor that's s€t
up to do things in ttre local markets," North-
rr-ood's Flliott sa)'s. "No one medical equip
ment provider is positioned in the state of
Nlichigan to do what the marketplace needs
from a managed care perspective."

Binson's Fasse agrees: "It would be pretq'
tough to build a network tfuough acquisi-
tions. I would ftink it would cost too much
and would tie up capital needed for other
things. ...In Nlichigan, you need at least 30 to
40 stores to compete."

trIaver sa1's two national HME companies
hare already approached HHCP about form-
ing ioint ventrres. So far, the network has

declined. "The nationals are going to have to
come to the strong state groups," he sa1s. "I
don't think they can make it on the local

Suppli€rS-Grory
Amid

Consolidation
n addition to forming or joining net-
works, home medical. equipment
(HMEI suppliers in lhtroit say they

are examining their onlq operations and

making changes to compdte for man-
agd care co@c'ts on thgir o1q.

Companies need more than just a

hrgB number of senice certers to dtow
managed care firms they offer wide-
spread access, supplierc say. Branches

must otfer a full range'of home care
seryic€s, from r€tail to respiratory trer-
aW and nursing ' ':'" ' '" ' :

,rl

indust

get inYolved in

netwodrs, they will

alliances or

be excluded from

a Yery large

percentage of

what's available

out there."

-8ob Mayer, Home Health

Care Providers lnc.

Respiratory remains the bread-and-
buter ma*et for most area supplkrs,

"Realistically, that's where the profits

are," says Larry Brothers, vice presi-

dent of Kensington Health Enterprises
in Flint. "l think if com-panies don't
havg.g bqse of 40 to 50 percert respi-
rabrylhey ab reelly lacking".,: . ..,, Homedcd aisUa'dpentions nnnag-

'ei Jinistrulriwbys thri.cofiiaiif iill: I
continue to focus on respiratory mar-

kets. The company does=not ofi", 
"retail showrooin,' becauxi" !re" sayg,!r.is

re'feral sourcdi don't iruii* it. tt will

^"ovEMuER 1993 HO.\IECARE
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ll+nere's a

I wave

I coming in

this industry called

health care refonn.

There are two

things you can

do-drown or

surf,tt

--Randy Kowalski,

HomeCARE of Michigan

level, particularll'riith the *ide l'arieq' of
product and service requirenents. "

THE COSTS OF EXPLORATION
Illanaged care's mission of lowering health
care costs has pushed profit margins to all-
time lows, industrl- sources sa1'. Suppliers
are caught in the paradox ofhaving to cut
their operating costs *-hile maintaining and
eren increasing the qualitr- of their sen-ices.

Homedco's biggest cmsade right no*- is
to challenge its cost of doing business, ac-

cording to district operations managerJim
Shurlow. "The IL\IE pror"ider that doesn't
know what his costs are isn't going to last

very long in this market," he sa1s. Areas such
as order-taking. customer serv'ice and delir.
ery receive special scn:tin1'. The companl'
also carefulll'controls its product mlx.

Although most contracts in Detroit har-e

been primarill- fee-for-sen'ice, suppliers sa1',

capitation is on the rise. But capitation can

be a dangerous business in home care, espe-

ciallv for small companies, Brothers empha-

sizes. "Vith hospieris. 1'ou have some degree

of control or-er utilizetion.' he sa1's. "But the
FL\IE industn'has ven-linle control. If vou

have no control, )-ou are veq'much at risk.
"Right no*', too man)' companies are

r:nderbidding their services," Brothers adds.

"If companies continue to bid at those rrres,
\!-e are going to be out of business. Small

companies genera$' don't know w-hat ir costs
them to prortde a service." He sals regional,
national and hospitalowned companies har-e

the advantage of better accounting and man-
aged care experts to provide such data.

BCBSM provided HHCP with tn'o lears of
utilization data to determine its contract
rates. F{HCP then contracted with Coopers &
L,r'brand to help sift through the data and
der-elop a fee schedule accepted b.r all net-
s-ork members.

"trlanaged care for [L\IE companies is still
in the formative stages,' sa1's HHCP consul-

tant Fiupatrick. "There's not a lot of histori-
cal data \i'e can use. Part e61hs difficuln in
establishing our group *'as there *.asn't a lot
ofprecedence. \\'e had to go forsr.ard on our
gut instinct."

Ilanl' suppliers are using sophisticated
computer q-stems to help determine dis-

counts. Prescribed Oxvgen is implementing
a ne$- s\-stem that }{aver sar-s *'ill enable him

Suppliers Grow
Amid Consolidation

also open an infusion dMsion this year.

ComfortGare, based in Troy, has shrunk
its retail operations because of competi-
tion from mass merchants, according to
chief operating officer Charles 0sburn.

"We've had a lot of success having very
small show floors and a lot of ac'tivity in
the field," he says. The company previous-

ly had HME certers in Perry Drugs loca-
tions, but closed most when it found they
weren't profitable enough.

ln conbas! Hnson's Hospital Supplies

in Genter Line has possibly one of the
biggest retail HME storcs in the area. The

company will continue to emphasize that
ma*et according to Ken Fasse, vice pres-

ident and chief openting olficer, because

referral sources.want their customers to
be able !o shop."'People coine in in their
wheelchairs and wart to pick out their own

thingsr" says director of reimbursement
Pam Binson.

"Many of the providers in this area

worked with primarily warehousing-type

operationg" Fasse says. "l think we have

had a distinct advantage over a lot of other
companies that have recenty set up retail
showr@ms." About one-fourth of Binson's
revenue is cash sales.

HomeCARE of Michigan operates four
retail locations within its ioint venture hos-
pitals, in addition to its Dearborn head-
quarters. However, president Randy
l(owalski says he emphasizes the compa-

ny's service, not product capabilities. At
least half of his business is rehab, so ftat
he can avoid government reimbursemenL

'nIIe are changing daily," he says. '"We are
looking for areas of good, quality-con-
holled gowth."

Prescrib€d Oxygen, which operates two

Michigan branches, is building a new
10,000-square-foot facility in Plymouth
ftat will have 1,000 square feet of show-

room space. "As we move into relail,we're
going lo emphasize new produc't lines like
medical/surgical and rehab equipment,"
says presidert hb Mayer.- K.0.

}C)\',E]1Itr.R t9g3 HO)'ECARE
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SURVIVAL
STRATEGIES

to tmck iristorical cost d;lte so dre companr-
can knorv the financial imp:rct of capitated
contracts.

Nonhrr-ood designed its onn softn'are
q'stem to allos'the companl to er-aluate
capitated contracts. Fllion sar-s. The nern-ork
promises a 25 percent discount for fee-for-
sen'ice contracts md 30 percent for capitat-
ed contracts. Infusion is billed on a per diem
rate, including equipment. pharmao- and
nursing sen'ices.

"\-ou har-e ro be abie ro conrroi both use
and unit price.' Flliom sars. -1-ou har-e to
know what \ou can prol-ide the sen-ice at

and still leat-e a profir margin.' To compen-
sate for this pressure from palers. HHCP and
Norths'ood har-e used their nerw-orks to
negotiate reduced product prices from man-
ufacturers. \Iost have been receptir-e to shar-
ing some of the risk. ]lar-er sar-s. "We har-e
alreadv generared si_enficant sar-ings on
coop buving br- lening r-endors knos- ri-e

have a higher ler-el of acrir-in'.'' he notes.
"Thev are ven' a\\-are of *-hat managed care
means to us,-

HAND TO HAND COMBAT
Small companies had an allr-this leer in
Repub[can sure Senator ]lan Dunaskiss.
Dunaskiss introduced an equal access bi-ll

this past spring rhat l'ould har-e prohibited
insurers from si-ening exclusi'r'e contr:tcts
n-ith health care pror-iders. -\nv prorider
svould be allosved to plnicipxte in contrrcls
at the set price.

Although srrong:iv suoponed bv indepen-
dent pharmacisrs. the bill rr'as tabled afrer
Blue Cross. the Lnited Auto \\'orkers and the
auto compan-ies lobbied ageinsr it. 1-et ir
demonstrated the desperation of small sup
pliers tn'ing ro compere in -\iichigan's man-
aged care enl'konmenr.

"I don t thin! ther'see a $-a1'to sun'ire.
so thev are angr\-. - sar-s Pam Binson. a boarcl

member of rhe Home ]ledical Equipment
Association of )lichigan. n'hich took a neu-
tral stance in deference to its small indepen-
dent members. -Ther''r'e been in the busi-
ness a long time. and thel provide a good
service, but thev can'tafrotd to become

Joint Commission accredited. W'e don't want
to see our neighbors go out of business. "

HHCP. on the other hand. worked aggree
sively against the Dunaskiss bill. according to
lla,ver, in order to protect the amount of
time and monel the net*'ork spends tr.r

negotiate contrac6.
"I think ir's c.lear rr'ithin our enrirc indLle

tr.v, if companies do not gct in\olved in

rlliences or nefir-orks, thev wi-ll be excluded
fron a r-en- large percentage of what's ar-ail-
able out tirere," )lar-er sa-vs. "\{4rether thet,
can sun'ir-e on *'hater-er market share is left.
I don't kno*'."

Other suppliers sav small independents
cal sun-ir-e if thel' stav one step ahead of
industry trends. "There's a wave coming in
this industn'cailed health care reform."
Ko*'alski sa1s. "There are tw-o things rou
can do-drown or surf. I'm going to surf bv
looking at the changes, seeing what rhe
needs of the market are and creating the
things to meet those."

The moml of the storl', Kowalski adds, is
thet the industn- must conquer its fears of
the unknon'n. "I rhink change is good," he
sars. "Afthough a$'one who thjnks thev can
do it alone *-ill be locked our." !

Insurer-owned
Hil,IE Firrn
Disbanded

ln 1987, Blue CrosVBlue Shield of

lMichigan conhcted Home Care ffili.
Iated Respiratory Equipment, a com.
pany owned by Randy Kowalski, presi-
dent of HomeCARE of Michigan in
Dearborn, about setting up a home
medical equipment (HME) subsidiary.

He was an ideal candidate because
of his relationship with the insurer and
his joint ventures with area hospitals,
Kowalski says. The two parties formed a

ioint company, HC Enterprises, to pro.
vide a range of HME services.

Kowalski calls the venture an idea
ahead of its time. 'The whole eoncept
revolved around the 1993 concept of
managed carer" he says. A year later,
however, the Health Care Financing Ad.
ministration ordered Blue Gross to di.
vest the company because the insurer
processd HME Medicare claims. 'They
feft it was a violation of the Part B con.
lractr" Kowalski explains. "lt was not
an exclusive deal, but they felt there
would haye been higher utilization of
that provider, That's probably true, not
because it is unethical, but because
they knew what the company was capa.
ble ol."-K.O.

,rt ight now,

too many

companies

are underbidding

their seryices.

Small companies

generally don't

know what ii cos-ts

them to provide a
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