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+DIAGNDSIS: Chronic medical con-
ditions cost the health-care system
billions of dollars.

% PRESCRIPTION: Keep patients
out of the hospital by monitoring
their condition at home.

% ILL HALCOMB'S THREE-TIMES-
¥ aweek sessions at a local dial-
"SR ysis center used to consume a
BEEve® total of 15 hours, depriving
h1m of time to run his kidney patient
website, Thatedialysis.com. Now the 34-
year-old Southern California man says
he’s reclaimed his life by controlling his
treatment with a new portable home
dialysis machine. “Here at home I have
my laptop and my Wi-Fi, and
while the machine is running,
I'm working,” he says.
Thanks to the advent of
technology for treating and
monitoring chronic diseases,
Halcomb's new routine is becoming far
less unusual. And it’s not just patients
but also insurers that are driving the
trend, looking for a way to slow the spi-
raling health-care costs of common con-
ditions. Diabetes and heart and kidney
disorders alone account for a staggering
75 percent of the nation’s medical bill,
Health-care giant Kaiser Permanente, for
instance, pays for Halcomb to use the
suitcase-size dialysis machine rented from
Lawrence, Mass., company NxStage for
$1,500 a month. Kaiser figures it can save
as rmich as $20,000 a year by allowing a
patient like Halcomb to treat himself, The
market for home dialysis is potentially
huge: Nearly all of the nation’s 325,000
dialysis patients are currently treated at
medical centers, at a cost of about $300
million annually. NxStage just began sell-
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DIALYSIS

ON DEMAND
Halcomb's home
machine could
save Kaiser’
%£20,000 a year.

ing its System One machine for home use
a year ago, and revenue jumped 348 per-
cent to $2.7 million in the company’s lat-
est fiscal quarter. “It was an unmet mar-
ket,” says NxStage founder and CEQ Jeff
Burbank, “and the patient response has
been overwhelming.” Analysts estimate
that the market for home medical moni-
toring for chronic conditions could be
worth as much as $500 million a year by
2009. And demand will only increase:
The graying of the baby boom generation
will double the elderly population be-
tween 2011 and 2030,

the Health Care Is

Health Hero Network, a privately held
Redwood City, Calif., company founded
in 1998, is one of more than half a dozen
firms making interactive devices to re-
motely track patients at home. The goal:
head off medical crises by reviewing pa-
tients’ vital signs daily and reminding
them to take their medications. A bit big-
ger than a PlayStation Portable, its Health
Buddy features four buttons, a screen,
and ports for scales, glucose meters, and
blood pressure monitors. “How do you
feel today?” the Health Buddy asks in the
morning, prompting a congestive heart
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Prices for procedures are neatly dis-
played on the wall like menu options
at, well, an Arby’s: hepatitis B shot
(567), physical (559), suture removal
{838). For the retailer, a clinic brings in
rent money and extra revenue from
shopping patients. Even health insur-
ers are going retail. AtlantiCare, the
largest health-care system in south-
eastern New Jersey, has begun opening
clinics in grocery stores.

Howe compares the clinics to the ad-
vent of the ATM, which made banking
transactions quick and easy. Of course,
he says, “just like you don’t go to an
ATM for a business loan, you don’t go
to a MinuteClinic for an appendectomy.”
For the most part, the clinics are target-
ing the same bargain-minded working-
class customers who frequent Wal-Mart,
as well as middle-class convenience
shoppers. About 40 percent of clinics
nationwide accept insurance.

The challenges of starting a clinic vary.
For instance, some slates require physi-
cian oversight of nurse practitioners,
which means clinics need to hook up
with local doctors. Clinics that accept
insurance face higher back-office costs.
Securing space in a high-traffic store is
crucial, of course. And then there’s the at-
titude of the medical establishment—the
clinics raise alarm among some physi-
cians. “{These new clinics] have to be
very cautious about taking care of people
who are older, on lots of medications, or
have chronic diseases that may compli-
cate procedures,” says Larry Fields, pres-
ident of the American Academy of Fam-
ily Physicians.

But the upside is alluring, and health-
care consultant Mary Kate Scott says a
profitable clinic—staffed by one to three
people—generates $500,000 to $1 mil-
lion in revenue. The opportunity grows
if clinics start treating chronic condi-
tions, a potential $9 billion market, ac-
cording to Scott. “There's a lot of room
for entrepreneurs in this area,” she says.
“Every ons of these clinics is in test
mode—na one has figured out a winning
business model yet.” — sibrA DURST

Second Opinion
on Medical Bills

HDHAGMOSIS: As insurers shift responsibility for medical spending
to pattents, consumers are being overwhelmed by bills and choices.
+PRESCRIPTION: New software and services to heip patients track
and manage their medical costs.

HEN TECH ENTREPRENEUR TODD LASH’S SON, SIMON, WAS

born seven years ago with developmental problems, he and

his wife, Tracy Joe, faced a barrage of never-ending medical

bills. The California couple couldn’t find any software to
help manage the mess, so last year Lash launched SimoHealth—named for Si-
mon, now a happy first-grader—a PC application that organizes health-care ex-
penses and uncovers discrepancies among medical bills, health-care pay-
ments, and insurance reimbursements.

His timing was perfect: AOL co-founder Steve Case’s Revolution Health
Group scooped up Simo Software a few months later for an undisclosed amount,
adding Lash’s startup to its portfolio of consumer-ariented medical services
companies. The market for medical-expense software is not expected to ex-
ceed a modest $15 million to $30 million annually, but the real attraction for Rev-
olution was the chance to
incorporate SimoHealth into
a forthcoming health por-
tal. “As consumers become
more responsible for their
health-care management
and more fiscally responsi-
ble for their treatment,”
Lash predicts, “these tools
will become ubiquitous.”

That's certainly the trend:
In just the past year, the
number of people switching
to high-deductible insurance
plans and paying for med-
ical care through health savings accounts tripled
to 3 million. By 2010 these so-called consumer-
directed health plans are expected to account for a quarter of the market.
That’s creating a huge opportunity to help consumers track, invest, and spend
the $75 billion they’ll sock away in health savings accounts. Meanwhile, in-
surers’ byzantine ways are spurring demand for software from new makers like
SimoHealth and established ones like Intuit. As many as nine out of 10 med-
ical bills contain errors, according to Medical Billing Advocates of America.

SimoHealth monitors how much money remains in your health savings
account and will issue an alert when you've met your deductible for the year,
green-lighting elective surgery. Best of all, it's always on duty, never plays
golf, and works on Wednesdays. — JEANETTE BORZO

READY FOR TAKEOFF .
Lash’s SimoHealth will be
pait of Revolution: Health's
new consumer portal.

continued
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patient to weigh herself and check her
blood pressure. The Health Buddy then
transniis the data to the patient’s health-
care provider. If the device detects ele-
vated blood sugar levels, for instance, it
tells the patient to call her physician.
Some 10,000 Veterans Affairs patients
use the monitoring system.

Health Hero won't give specific finan-
cial information but says its revenue dou-
bled in 2005. The Health Buddy is now
sold in drugstores, and Health Hero has
also teamed up with iCare Health Moni-
toring, a Golden, Colo., disease manage-
ment company. People pay $99 for the
device and $50 a month to iCare, which
monitors their vital signs and alerts their
doctors and relatives when potential
problems arise. Health Hero VP Gary Pal-
adin calls it the “guilty daughter market.”
Adult children who live far from their
parents can log on to iCare’s website to
make sure Dad is taking his meds and
isn’t indulging in too many Krispy
Kremes. “There's a huge opportunity here,
and the market is just being developed,”
says health-care industry consultant Greg
Malkary of Spyglass Consulting.

The next generation of home moni-
toring technology is already being de-
veloped to serve that emerging market.
Chicago’s Carematix is building wire-
less transmitters into glucose meters and
other devices. When a patient steps out
of the shower and onto a Carematix
scale, his data is beamed to a wireless
router. Veterans Affairs patients now use
the system, while other VA home-care
patients check in with a video-equipped
gadget made by ViTel Net of MclLean,
Va. Meanwhile, Mike Sloma, owner of
dialysis centers in upstate New York, is
working with NxStage to modify its
dialysis machine so he can remotely
check on his clients. “Tt will give pa-
tients and caregivers peace of mind
knowing that, in some sense, someone is
always there,” Sloma says, “and they’ll
take more responsibility for their own
care.” Maybe it'll even help them stick
around long enough to see the dawn of
Health 3.0. — sAMELI 5.R. DATTA

Diagnose the Challenge

If you don't already have a

"real, visceral understanding”
of the health-care market, partner
with someone who does, advises
Forrester Research executive Eric
Brown. For his Revolution Health
Group, AOL founder Steve Case
recruited seasoned executives from
big insurers like UnitedHealthcare.

Avoid the Regulators

Stay clear of services that

require you to spend a lot
of quality time with the FDA. So
consider dropping that plan for a
high-tech hospital and think in-
stead about a service that delivers
hospital-quality health information
to consumers, such as WebMD’s.

Foilow the Money

Anything that helps patients,

employers, and insurance
firms pare down the price of med-
ical care should appeal. “Lowering
health-care costs is the name of
the game,” says Ed Fotsch, CEO of
Internet health-services company
Medem. A company like Benefit-
focus saves consumers money by
providing information about plans
and providers and helping them to
pick the right coverage.

Target the

Early Adopters

Focus on motivated con-
sumers—say, people with heart dis-
ease or diabetes. That’s the strate-
gy of Patient Command, a McLean,
Va., electronic medical-records

startup. “We will start with that
market,” says co-founder Richard
Marks, “Even a fraction of it will
allow us to be profitable.”

Be Specific

Create a focused solution for

a specific market. Intuit’s
Quicken Medical Expense Manager,
for example, concentrates on the
management of medical bills and
flexible spending accounts.

Use a Spoonful

of Sugar

Many industries have found
cash to be a key enticement for
reluctant customers. So don't
hesitate to aggressively coax con-
sumers into using new health-care
programs. Blue Shield has paid its
customers as much as $200 to
fill in a weekly online health assess-
ment and record their healthy
lifestyle activities.

Start Making Sense

Consumers need help with

information overload. Tech-
nology that gives them a leg up on
evaluating health-care options—
from decisions about cancer thera-
pies to health savings accounts—is
in high demand. “"We need quality
ratings and price ratings,” says
Lewis Redd, head of Accenture’s
provider health and life sciences
practice. Subimo, for instance,
offers advice on everything from
selecting a health savings account
provider to choosing among hospi-
tals for shoulder surgery. - J1.B.
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