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Aging baby boomers spark rebirth

for durable medical equ

Hassles with adjudicating
insurance claims and compe-
tition from home health care
centers, not to mention the
significant retail space re-
guirements, has long made

urable medical equipment a
category more pharmacy re-
tailers are likely to service
online versus dedicating any
significant in-store square
footage to the category.

The time may have come
to change that thinking,
many in the business have
been saying, suggesting that
the horse may finally be able
to pull the cart—especially as
the baby boomers reach that
age when they become the
primary caregivers for their
parents or older siblings.

“You have the perfect
storm of aging baby boomers
caring for their parents who
will ultimately morph into
the next generation tﬁat will
need assisted living aids
combined with the changing
of the reimbursement model
as it relates to durable med-
ical equipment,” explained
Curt Behrens, president of
P2B a full service sales and
marketing agency whose
client list includes Etac. “This
consumer will find these
products via the Internet, the
DME store, QVC, however
they find it, but they're core
drug store items,” Behrens
told Drug Store News from
the ECRM Home Health
Care EPPS conference last
month, in Nashville.

Right now, many national
retailers provide a smattering
of home healthcare items—
canes, bath aids and other
daily living aids—in-store,
often entry-level merchan-
dise intended to meet the re-
quirements for Medicare re-
imbursement. But with the
entry of baby boomers into
the market comes a shopper
with a higher than average
household income who is
likely to choose products
based more on quality than
price—a change in market
dynamics that may justify a
good, better, best merchan-
dising strategy.

“Aging baby boomers
[represent] a generation that
is not married to their doc-
tors, who have learned to be
self-sufficient and have ac-
cepted the notion that there
is a good, better, best as it re-
lates to medical treatment,”
said Behrens. Boomers know
that if they’re willing to pay a
little bit more, they can sig-
nificantly improve the quali-
tﬁ of their purchase and,
therefore, improve their qual-
ity of life.

“We're not selling products
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its stores.

here,” suggested Jack Evans,
president of Global Media
Marketing, in a presentation
to ECRM attendees. “We're
selling quality of life, inde-
pendence, dignity,” he said.

“The baby boomer is
buying on brand,” Evans
said, meaning retailers
should at the very least car-
ry a two-SKU selection—an
entry-level product that
will more likely be reim-
bursed by Medicare and a
Eremium product for

oomers who are likely to
reach into their pocket to
make up the difference.

But for all the opportuni-
ty facing the DME catego-
ry, there are still signifi-
cant challenges.

First among them: space.
How do you go deeper in a
category that already pres-
ents space issues? A display
of canes may not require too
much of a commitment in
real estate, but items like
walkers, wheelchairs and
other mobility devices is a
whole other story.

The question becomes
one of market positioning.
Can the drug store of the
future afford not to invest
in DME, especially given
the number of heavy pre-
scription drug customers
who may be walking
through the doors?

As the average consumer
ages, the market dynamics of
the drug store business will
evolve, as well, Behrens sug-
gested. “What [retailers] re-
quired out of their front-
ends—convenience, good
price, brand name—has
changed,” Behrens said.
Pharmacy operators have a
better opportunity to make a
name as a health care re-
source than as a destination
center for good deals on
commodity items like sham-

poo and greeting cards.

“Nobody wants to pull
cards and candy,” Evans
said. “But if you K)ok at the
net of cards and candy ver-
sus what you make on the
sale of one [stroller] ... you
can’t lose.”

And then there is the com-
petition. The Centers for
Medicare and Medicaid Ser-
vices last month published a
proposed rule that would
require a competitive bid-
ding process for all eli§ible
DME suppliers that will es-
sentially funnel lower-mar-

in Medicare payers to the
‘winners” of the competi-
tive bidding process. If a
DME suff)lplier can manage
to split their customer base
evenly across cash payers,
third party payers and
Medicare, then perhaps it’s
a business still worth get-
ting into. However, should a
business skew too heavily
toward Medicare, then the
margins may begin not mak-
ing sense.

So is it all worth it? Ac-
cording to one published re-
port, a drug store with a
dedicated home health care
center with some 1,500-
square feet of selling space
can generate as much as
$500,000 in first-year sales.
Other reports suggest that
DME sales can reach as high
as $200,000 per employee
solely dedicated to DME
sales in high-traffic areas.

And according to Evans,
average gross profit mar-
gins for DME sales is 45
{)ercent—with scooters and
ift chairs netting 35 percent
Erofit, while compression

osiery and medical sup-
port products generate as
much as 100 percent profit.
“This is still a profitable,
good industry: we're all ag-
ing,”Evans commented.
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