uch has been written about

the power of corporate cul-

ire the intangible,
unseen undercurrent thar guides organi-
zational thinking abour producs, servic-
g5, markering. Operadons, IMVESUMEnts,
public relarions, and the like. Just as indi-
vidual businesses have their own unique
corporate cultures, so do industrics them-
selves, This 15 parncularly mue for the
broad home health care and  hospice
industries, which have a persona far dif-
ferent than their secor colleagues —
most notably home medical equipment.
An examinantion of these diverse culoares
reveal why unique sectors approach the
market so differenty. the implications of
these differences, and whar scparate
industries can leam from one another in
order to prosper in an increasingly chal-
lenging market.

In the Beginning

The origins of home health care and
hospice predestined these sectors to
evolye along a different path than thar of
home medical equipment. A product of
“The Great Sociery” thar spawned many
hurmanitarian initarves, the Medicare
home health benefir was conceived from
a desire to provide compassionate health
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care 1o our nadons elderdy, lt was cost-
based and reimbursable care. As such,
home healch was oot a business in the
classic sense in that its primary goal was 1o
generate revenue. Rather, it was truly and
fundamentally 2 vocational “calling.”
Haspice evolved along a similar parh —
perhaps even more so with its substantial
emphasis on voluntecrsm,

(On the other hand, home medical
equipment grew up along the periphery
af home health and hospice. Although
the sector offers substandal “hands-on™
dlinical services, it evolved primarily as
a “product provider.” It even fell into an
entrely different bencfit category —
Medicare Parr B
bursed in a manner that allowed for
profit margins.

As a cultural evoluton, therein lies the
proverbial fork in the road. The under-
pinnings of home health and hospice
have always been dinical excellence for
the sake of clinical excellence, and thus to
each patent’s benefir. Far home medical
equipment, clinical excellence became a
IS oo gfnera{E FEVENLE.

and was reim-

A Cultural Divide

Where home health and hospice
appealed primarily 1o caregivers, home

medical equipment (HME) deew dassic
enereprenetirs. Where home health’s cost-
based reimbursement appealed w cau-
dous investors, HME's prospecdve pay-
ment systemn drew nskemkers. Wher
home health and hospice perccived mar-
keting as a dismracrion, HME embraced it
a5 2 means o drive revenue,

The implicatons of these differences
are extraordinary, With an enwepreneur-
ial, risk-embracing, business-first anenta-
tion, the home medical equipment sector
has heen predisposed 1w adapr w, and
capitalize upon, a liany of reimburse-
ment challenges thar have dogged the
industry since the mid 1980s. Compare
this scenario o thar of the home healch
sector, which, lacking such an orienta-
tion, saw more than 30 percent of its
agencies cose their doors during the post-
BBA transiton in 1997 from cost-based
reimbursement  PPS.

The home medical equipment sector
has heen comparatively more open
spending money on technology in order
to imprave service and drive down costs.
With a culnire that evolved from a system
it which spending was limited to one thar
was reimbursable, home health has been
slow to make necessary investments in
technology in order @ persevere and
thove in a marker in which rambure-
ment cuts are a realiny and conomue w
loom.

The home medicl equipmenr indus-
try has long embraced the deploymenr of
professional sales and marketing profes-
sionals. Yer even after being freed from
constraings  that limited marketing 1o
what was permimred by “community
liaisons,” home health agencies have been
reluctant to invest in professional sales
forces, Moreover, many such agendies
remain uncomfortable with the noton of
sales and marketing, feeling rthar ir some-
how derraces from the waditional culoure
af caregiving,

Consider mergers and  acquisitions
(M&A) — a dominant growth strategy
within the home medical equipment



commercial sector. Whereas the reim-
bursement climate for home health and
hospice is by far the least risky of all
home care sectors {(which should portend
well for M&A acivity), with a culture
that remains generally averse o risk, the
iargr:.st home lealth and hua‘pic-:
providers have largely stayed on the side-
lines of M&A, CORONUIng to undervalue
p-utml:ial opportunites in this arca. As
such, the secror has left iself vulnerable
to privatc equity groups, which have
gained shares ﬂimu.gh aggressive acquisi-
tion effors.

Adapting Without Abandoning
Clearly, in a post-prospective paymenr
system world in which the economic
underpmnings of home health have
changed dramancally, s culure muse
evolve o embrace some of the successful

business tactics employed by the home
medical equipment sector. But i so
doing, the industry must not compro-
mise its clinical cenzer.

Herein lies the lesson for the HME
industry, Over the past 40 years, the home
health and hospice industries have careful-
ly and deliberately capnired the caregiving
high ground, focusing much of s our-
reach efforts on promaring this ideal. This
may explain, in part, that while the HME
sector has been the victim of repeared curs
in reimbursement and faces exrraondinary
challenges courtesy of the Medicare
Meodermnization Act, home health and hos-
pice continue to enjoy substantial
Congressional and regularory goodwill,
likely contriburing ro relatively long, peri-
ods of reimbursement stability.

Home care and hospice are extraor-
dinarily well-posirioned 1o mrm their

mantra of dinical excellence into eco-
nomic gain as “pay for performance”
initiarives continue to be developed
and deployed. With the establishment
of a financial link berween quality and
reimbursement, those companies (and
industries) that make caregiving a cen-
tral ‘element of their cultore will noc
only reap the sansfacrion of doing
good, bur also the knowledge of doing
well.

Such is where the culmral fork in the
road reunires.
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