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Executive Summary

Introduction

InstantClinic Clinics will be founded to provide convenient, affordable health care to the local
population. InstantClinic Clinics will sublease space inside existing supermarkets and pharmacies and
provide a limited set of services at posted prices. Michael Plasmeier will be the CEO. Health care is
provided by certified nurse practitioners. InstantClinic Clinics will launch with 4 clinics in heterogeneous
markets. The health care industry is one of the fastest growing industries and this is one of the few
entrepreneurial prospects in this industry.

More information about the company can be found in various parts of this business plan.

Services

InstantClinic Clinics will provide rapid diagnostic, testing, and prescriptions for some of the most routine
and basic health care issues. Issues covered include common illnesses such as allergies, ear and sinus
infections, as well as common skin infections such as burns and poison ivy. Clinics will also offer
wellness screenings and physicals, as well as immunizations.

More information can be found in the “Description of Services” and “Marketing Plan” sections of
this business plan.

Market Summary

InstantClinic Clinics will be targeting two different market segments during its launch in order to test the
market. InstantClinic Clinics will launch two clinics in upper-middle class areas and two more clinics in
low-income neighborhoods. Clinics in upper-income neighborhoods will be positioned towards
convenience for those who already have insurance, while those in lower income areas will feature lower
prices for those who have no current access to health care. In order to make care affordable, we will
sign employers up in our “Employee Health Protection Plan.” We also stand to see a large increase in
visitation should the government require health care coverage.

More information can be found in the “Market Analysis” section of this business plan.

Competitive Position

There are few existing express health care clinics in the Philadelphia suburbs and in the United States.
Express health care clinics are a recent development. Nationally, there are several express health care
clinics chains operating across the United States. Only two chains have more than a handful of
locations. RediClinic has about 50 locations which are located in the Southern United States.
MinuteClinic, has about 500 locations nationwide, including 17 in the Philadelphia area. MinuteClinic is
owned by CVS Pharmacy and is located inside CVS Pharmacy stores.

More information can be found in the “Market Analysis” and “Marketing Plan” sections in the
business plan.
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Financial Position
InstantClinic Clinics requires $636,100 to open four clinics and a central office. To cover the funds the
owner is seeking investments in the company from outside investors.

InstantClinic Clinics can make up to a half a million dollars per year, per clinic. With four clinics, Instant
Care Clinics can make up to $2 million per year. New clinics cost about $50,000 to open and pay rent of
approximately $35,000 per year.

More information can be found in the “Purchasing” and “Start Up Expenses” sections in the
business plan.

Mission Statement
InstantClinic Clinics strives to provide high quality, convenient, and inexpensive care to the local area. In
order to achieve our goals we must:

1. Gain a reputation for providing high quality care.

2. Reach out to the local community, including existing health care facilities, to prove our
commitment to providing high quality care.

3. Lower costs by using technology and data driven health care.

4. Make Health Care accessible to more people.

5. Continue to innovate in the health care industry.

Vision Statement

By 2020, InstantClinic Clinics will be providing high quality care nationwide. InstantClinic Clinics will have
changed the way the health care industry operated and it will continue to innovate further in the health
care industry.
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Company Description

Company Name
The trade name of the business is “InstantClinic Clinics.”

Business Summary
InstantClinic Clinics is a chain of retail clinics which provide a limited set of medical services by health
professionals, at fixed prices to consumers, inside existing retail locations.

Form of Ownership
InstantClinic Clinics will operate as a corporation in the state of Pennsvlvannia.

Industry Classification

According to the North American Industry Classification System (NAICS), the industry classification for a
Drop-in medical clinic featuring non-emergency medical diagnostic services in convenient locations
business is “All Other Outpatient Care Centers.” The NAICS code number is 6214980.

Location
The facilities will operate inside supermarkets and retail locations yet to be determined in high-traffic,
middle to lower income locations across the country.

Year Established

InstantClinic Clinics was established in 2008.

Primary Function
InstantClinic Clinics will provide a limited set of medical services health professionals at fixed prices to
lower income consumers who are primarily without insurance.

Employees
Michael Plasmeier, the owner, will be the manager and CEO. Other employees will include health
professionals and central support staff.

Business Advisors

Mrs. Hallam will serve as an advisor to Instant Care Clinics.
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Description of Products and Services

Description of the Industry

Health care is the prevention, treatment, and management of illness and the preservation of mental
health through the services offered by the medical, nursing, and allied health professions. Health care
embraces all the goods and services designed to promote health, including “preventive, curative and
palliative interventions, whether directed to individuals or to populations”.

Express health care clinics are between 200 and 500 square
feet and are located inside pharmacies and supermarkets or
other locations with high foot traffic. They are staffed with
nurse practitioners and treat about 20 common illnesses. They
keep costs down by only treating a limited set of illnesses, have
low overhead, and use technology to store electronic records
and diagnose patients. Clinics can be used by both those with
and without insurance and have a clear, posted price list.

Services Provided

Convenience health care provides rapid diagnostic, testing, and prescriptions for some of the most
routine and basic health care issues. Issues covered include common illnesses such as allergies, ear and
sinus infections, as well as common skin infections such as burns and poison ivy. Clinics can also offer
wellness screenings and physicals, as well as immunizations.
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Nature of Work

Convenience health care clinics use technology and a limited set of services to keep
costs down. These services can be performed in a few minutes with a minimum of
equipment. Records are kept electronically to save space and take advantage of the
efficiencies provided. A computer assists with the diagnostics as it is preloaded with
the range of issues which the clinic can address.

Convenience health care clinics also create relationships with insurers and employers
to provide coverage for their customers and employees. A clinic provides the same
care at a lower cost and a more convenient options which does not require an
appointment and is performed where customers all ready are. Partnerships with other
local health care facilities where more serious conditions can be referred to are also
important.

The convenience health care industry is well positioned to benefit if politicians decide
to make health care available to more people.

InstantClinic Clinics

Page 7



Market Analysis

Analysis of the Target Market

We will be targeting 2 different target markets with stores in different economic regions.

Convenience

The primary market for current express health
care clinics is middle-class families looking for
the convenience of express care without
needing an appointment. These families
generally already have health insurance and
family doctors. They are generally willing to pay
extra for convenience. Busy moms appreciate
getting care for them or their children without
an appointment in a store which they already
shop. These people live in middle-class areas in
suburbs and generally have a college degree.

Our Springfield and Ardmore locations will
target this market.

Blue Collar

In addition, express health care clinics may also
be able to service blue collar people with lower
incomes in urban areas. This market has
generally been underserved since many do not
have insurance and are not able to afford
traditional care in a doctor’s office. This market
would require us to be able to service people of
many backgrounds and ethnicities.

If the government requires or provides
everyone with health care, our clinics would
stand to profit enormously from a new set of
consumers. Without government action
however, we can still profit from insurance
companies and employers seeking to lower
costs for their employers.

In addition, we would be providing a needed
service to the community by keeping it
healthily. This would create a positive halo
effect on our business and create community
buy-in.

These stores would be prices S5 cheaper, and
all stores will provide a $5 discount for paying in
cash. Our Upper Darby and North Philadelphia
clinics will target this market.

In the end, the need for health care crosses all socioeconomic boundaries. Everyone needs care.

InstantClinic Clinics
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Expanding our Market

Employers

Our business can exploit relationship with many in the community to increase profits. We can sign up
companies to provide free visits to our clinic to their employees. Many employers cannot provide health
insurance due to the expense, but our clinics would provide significant cost savings vs. a missed day of
work and increase morale and retention. We feel that this could provide a stream of new patients for
our clinics.

Insurance Companies

Insurance companies are always looking to lower costs. For the procedures we offer, our costs and
therefore our prices are lower than a conventional doctor’s visit. First, we need to convince insurance
companies to cover our services. Many of our competitors already accept many forms of insurance.
Second, we need to convince insurance companies to offer an incentive to visit our clinics. They can do
this by not charging a co-pay and advertising to their members about the convenience of our clinics.

Doctor and Community Involvement

For our business to grow in profitability, we need to convince doctors of the value of our services and
that our clinics can provide high quality care. We will develop a symbiotic relationship with doctors.
First, doctors can refer the cases which we treat to us. This frees up their office to treat more serious
cases. Second, we can refer more serious cases which we cannot treat to a regular doctor’s office. We
believe that this symbiotic relationship with doctors will allow our business to grow.
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Analysis of the Competition
e Minute Clinic — Owned by CVS; 500 locations in 25 states including Health Express’s service area;

industry leader

Common Ilinesses

Allergies (ages G+)

Bladder Infections (females, ages

12-65)*

Bronchitis (ages 10-65)
Ear Infections

Pink Eve & Styes

Sinus Infections (ages 5+}
Strep Throat (additional lab
charges may apply)
Swimmer's Ear

Skin Conditions

Athlete's Foot

Cold Sores

Deer Tick Bites (ages 12+)
Impetigo

Minar Burns

Minor Skin Infections & Rashes

Minor Sunburn
Poizon vy (ages 3+
Ringworm

Shingles Treatment
Wart Removal

559
569

$59
559
559
559

569
$59

$59
$59
$59
$59
559
$59
$59
$59
$59
559
569

Wellness & Prevention

Camp Physicals® 559
Health Screening Package* 559
Cholesterol Screening® 539
Diabetes Screening® 39
Hypertension Screening* 529
Dbesity Screening® 529
Smoking Cessation®

- Initial Visit 529

- Follow Up Visits %19

Additional Services

Ear Wax Removal 559
Flu Diagnosis (ages 10-65) 593
Mononucleosis 5649
Fregnancy Testing® 5449
Suture Removal 559
TB Testing (CA & MM only)® 515
Vaccines*

DTaP f[_]inhtheria Tetanus $65
Fertussis)

Flu (seasonal 530
Hepatitis A (adult 85
Hepatitis A (child) 554
Hepatitis B (adult $65
Hepatitis B (child) 550
Meningitis 5110
MMR (Measles, Mumps, Rubella) 65
Pneumonia 545
Palio (IPV) 580
Tdap tTgtanus Diphtheria $60
Pertussis)

Td (Tetanus, Diphtheria) 545

In Massachusetts, MinuteClinic will
provide no childhood immunizations
other than the flu vaccine

*Available in most areas. Services may vary from state to state.

e RediClinic — About 100 locations; mostly with Wal-Mart

InstantClinic Clinics
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Get Healthy Services

RediClinic's clinicians treat 25 to 30 common conditions such as strep throat, ear infections, urinary tract infections,
and skin rashes. Clinicians are able to order prescriptions for these conditions when appropriate. Stop by whenever
you need us. No appointments are necessary, and we are open 7 days a week.

» $69
Respiratory Conditions: Head, Ear, and Eye: Skin, Hair, and Nail: Digestive and Urinary:
= Colds = Earaches = Minor Skin Infections = Mausea
= Fly = Ear Infections & Rashes = Vomiting
= Coughs = Earwax Remaval = Paison vy = Diarrhea
= Sinus Infections m Pink Eye = |nsect Bites = Urinary Tract and
= Strep Throat = Styes = |ice Bladder
= Bronchitis Infections
= Sore Throat

A wound culture or urine culture will be an addifional charge.

CEs

Live Healthy Sen

RediClinic's clinicians provide a broad range of preventive semvices, including screening tests, immunizations, and
basic physical exams. At RediClinic, you can receive most common blood tests. Our tests include, but are not
limited to, screenings for high cholesterol, diabetes, heart disease, liver and kidney function, thyroid disease,
allergies, and prostatic specific antigen (PSA). Our packages combine our most popular exams at a discounted price
to give you an even better value for your money!

Packages: Specialty Packages: Other Services:
* Health Screenings » VAP Cholesterol * Vaccinations
» Diabetes Testing » Physicals
» Allergy Testing CIE0) Weight Watchers

» Stop Smoking for Good™

e Take Care — Rapidly expanding with about 200 stores; associated with Walgreens
0 Services offered are similar to the other companies
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Outlook of the Industry

Health care will generate 3 million new wage and salary jobs between 2006 and 2016, more than any
other industry. Seven of the twenty fastest growing occupations are health care related. Job
opportunities should be good in all employment settings.

Employment change. Wage and salary employment in the health care industry is projected to increase
22 percent through 2016, compared with 11 percent for all industries combined. Employment growth
is expected to account for about 3 million new wage and salary jobs—20 percent of all wage and salary
jobs added to the economy over the 2006-16 period. Projected rates of employment growth for the
various segments of the industry range from 13 percent in hospitals, the largest and slowest growing
industry segment, to 55 percent in the much smaller home health care services.

Employment in health care will continue to grow for several reasons. The number of people in older
age groups, with much greater than average health care needs, will grow faster than the total
population between 2006 and 2016; as a result, the demand for health care will increase. Employment
in home health care and nursing and residential care should increase rapidly as life expectancies rise,
and as aging children are less able to care for their parents and rely more on long-term care facilities.
Advances in medical technology will continue to improve the survival rate of severely ill and injured
patients, who will then need extensive therapy and care. New technologies will make it possible to
identify and treat conditions that were previously not treatable. Medical group practices and
integrated health systems will become larger and more complex, increasing the need for office and
administrative support workers. Industry growth also will occur as a result of the shift from inpatient
to less expensive outpatient and home health care because of improvements in diagnostic tests and
surgical procedures, along with patients’ desires to be treated at home.

Many of the occupations projected to grow the fastest in the economy are concentrated in the health
care industry. For example, over the 2006-16 period, total employment of home health aides—
including the self-employed—is projected to increase by 49 percent, medical assistants by 35 percent,
physical therapist assistants by 32 percent, and physician assistants by 27 percent.

Rapid growth is expected for workers in occupations concentrated outside the inpatient hospital
sector, such as pharmacy technicians and personal and home care aides. Because of cost pressures,
many health care facilities will adjust their staffing patterns to reduce labor costs. Where patient care
demands and regulations allow, health care facilities will substitute lower paid providers and will cross-
train their workforces. Many facilities have cut the number of middle managers, while simultaneously
creating new managerial positions as the facilities diversify. Traditional inpatient hospital positions are
no longer the only option for many future health care workers; persons seeking a career in the field
must be willing to work in various employment settings. Hospitals will be the slowest growing segment
within the health care industry because of efforts to control hospital costs and the increasing use of
outpatient clinics and other alternative care sites.
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Job prospects. Job opportunities should be good in all employment settings because of high job
turnover, particularly from the large number of expected retirements and tougher immigration
rules that are slowing the numbers of foreign health care workers entering the United States.

Occupations with the most replacement openings are usually large, with high turnover
stemming from low pay and status, poor benefits, low training requirements, and a high
proportion of young and part-time workers. Nursing aides, orderlies and attendants, and home
health aides are among the occupations adding the most new jobs between 2006 and 2016,
about 647,000 combined. By contrast, occupations with relatively few replacement openings—
such as physicians and surgeons—are characterized by high pay and status, lengthy training
requirements, and a high proportion of full-time workers.

Another occupation that is expected to have many openings is registered nurses. The median
age of registered nurses is increasing, and not enough younger workers are replacing them. As
a result, employers in some parts of the country are reporting difficulties in attracting and
retaining nurses. Imbalances between the supply of and the demand for qualified workers
should spur efforts to attract and retain qualified registered nurses. For example, employers
may restructure workloads and job responsibilities, improve compensation and working
conditions, and subsidize training or continuing education.

Health care workers at all levels of education and training will continue to be in demand. In
many cases, it may be easier for jobseekers with health-specific training to obtain jobs and
advance in their careers. Specialized clinical training is a requirement for many jobs in health
care and is an asset even for many administrative jobs that do not specifically require it.

Office automation and other technological changes will slow employment growth in office and
administrative support occupations; but because the employment base is large, replacement
needs will continue to create substantial numbers of job openings. Slower growing service
occupations also will provide job openings due to replacement needs.

Owner’s Personal Strengths

Michael has experience in running his own business and deeply understands technology which will used
to dramatically reduce costs. In addition, Michael’s mother is a registered nurse with many years of
experience in providing care.
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Marketing Plan

Services and Prices

Common llInesses
Allergies (ages 6+)

Bladder Infections (females, ages 12-65)
Bronchitis (ages 10-65)

Ear Infections

Pink Eye & Styes

Sinus Infections (ages 5+)

Strep Throat (additional lab charges may apply)
Swimmer’s Ear

Wellness & Prevention
Camp Physicals

Health Screening Package
Cholesterol Screening
Diabetes Screening
Hypertension Screening
Obesity Screening
Smoking Cessation

- Initial Visit

- Follow Up Visits

$59
$69
$59
$59
$59
$59
$69

$59

$59
$59
$39
$39
$29

829

$29

819

Additional Services

Flu Diagnosis (ages 10-65)
Mononucleosis
Pregnancy Testing
Suture Removal

TB Testing

Skin Conditions

Athlete’s Foot

Cold Sores

Deer Tick Bites (ages 12+)
Impetigo

Minor Burns

$93
$69
$49
$59

$15

$59
$59
$59
$59

$59

Minor Skin Infections & Rashes $59

Minor Sunburn
Poison Ivy (ages 3+)
Ringworm

Shingles Treatment

$59
$59
$59

$59

Prescriptions and Antibiotics Not Included
May Be Available with your Employer’s Prescription Plan
Pharmacy Located on Site for Your Convenience

InstantClinic Clinics
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Locations

Target in Springfield Mall
1250 Baltimore Pike
Springfield, PA 19064
610.328.1200

Acme on Route 30 in Ardmore
311 E Lancaster Ave

Ardmore, PA 19003

(610) 649-4975

Acme in Upper Darby
1130 Chester Pike
Sharon Hill, PA 1907

Acme in North Philadelphia
6601 E Roosevelt Blvd
Philadelphia, PA 19149
(215) 338-4700

Pricing

Pricing will be competitive with other convenience health clinics in America. Prices will be S5 lower in

the Upper Darby and North Philadelphia locations. In addition, we will offer a $5 cash payment

discount.

InstantClinic Clinics
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Promotion
Signs in Stores

We will have a variety of signs located in the stores where we have a location. The contract we will sign
with these locations will include a provision for extensive advertising in the store. This is a sample of

one of our banners.

| n ST G nII. Get common family illnesses
diagnosed and treated by our

. . - - - -
' I I n I c board-certified practitioners.

No appointment needed Practice includes strep throat,
.Upﬂl’l 7 duys a week bronchitis and ear, eye and sinus
infections.

Most insurance accepted
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Brochure

We will have brochures available that describe our concept, list our services, and provide our locations.

These will also be distributed to doctors in the region which will hand them out to patients with simple

conditions.

Our hoard-certified practitioners are
ready to take of you! Nurse practitio-
ners (NP) are nurses who have under-
gone extensive training and clinical test-
ing to be able to provide preventive and
acute health-care services to individuals.
They have completed a master's degree
in the medical field.

In addition, at Health Express Clinics, a
physician (MD) is always on call.

InstantClinic Clinics

How it Works

1. Shop where you already shop
at select Acmes and Targets

2.8ign in at our clinic, no
appointment needed

3.Receive care from our
professionals

4. The pharmacy is next
door if you need a prescrip-
tion

5.Your records are safely
stored and shared with
your doctor

6.Pay a fixed, posted fee
or we will submit to in-
surance.

Muost insurances accepted, see clinic for details

Services

Common llinesses

Allergies (ages 6+)

Bladder Infections (females, ages 12-65)

Bronchitis (ages 10-65)
Ear Infections

Pink Eye & Styes

Sinus Infections (ages 5+)

69
$59
$59
£59
$59

Strep Throat (additional lab charges may

apply)
Swimmer's Ear
Wellness & Prevention

Camp Physicals
Health Screening Package
Cholesterol Screening
Diabetes Screening
Hypertension Screening
Obesity Screening
Smoking Cessation

- Initial Visit

- Follow Up Visits
Additional Services

Flu Diagnosis (ages 10-65)
Mononucleosis

Pregnancy Testing

Suture Removal

TB Testing

Skin Conditions

Athlete’s Foot

Cold Sores

Deer Tick Bites (ages 12+)
Impetigo

Minor Burns

Minor Skin Infections & Rashes

Minor Sunburn
Poison Ivy (ages 3+)
Ringworm

Shingles Treatment

$69
$59

§59
$59
$39
$39
%29
$29

$29
$19

$93
$69
$49
$59
§15

$59
$59
$59
$59
$59
$59
§59
$59
$59
$59
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Online Advertising
Advertising will be targeted locally to our service area and towards the conditions we treat. It would

attempt to raise awareness of our services to those who have them and would explain our concept.

We would advertise on search engines for terms relating to conditions which we would treat. We would

also buy space from ad networks for key words relating to the services which we treat. We may also

deal directly with medical information sites such as WebMD and secure advertising space on conditions

which we treat.

In addition, we would have a web site using SEO techniques and make special landing pages which

explain our concept.

InstantClinic Clinics

Instant

‘ Search Site

http://sites.google.com/site/instantclinics/

Clinic

Welcome

1. ShOp where you already shop at select Acmes and Targets

2. Sign in at our clinic, no appointment needed

3. Receive care from our professionals
4. The pharmacy is next door if you need a prescription
5.Your records are safely stored and shared with your doctor

6. Pay a fixed, posted fee or we will submit to insurance.

Most insuranees accepted, see clinic for details

See our Services

See our Convenient Locations

It’s so convenient... It's where | already shop ... | don’t have to make an appointment
when my child is sick and | know with confidence that he is in good hands

Instant Clinic is finally an affordable high quality solution for people without
insurance

| thought | was sick so | dropped by for a quick visit in while | was shopping. Turns out | had pink eye. | was out
with a prescription 15 minutes later] And the pharmacy is a few paces away! | was amazed at how
fast Instant Clinic wasl

Signin Home Stemap Recentsite activity Terms ReportAbuse Print | Powered by Google Sites
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TV Advertising

Our television advertising would be designed to raise awareness of our concept to the general
population, with a special target on families. We want families to remember our clinics in the case they
become ill. Television advertising would be limited and we would effectively measure its effectiveness.

Allergy Season

Men and women frolic
through the blooming
springtime countryside,
unhindered by allergies. The
playful images and sweet
message make this an
enticing ad for holistic care.
Seasonal, for spring.

InstantClinic Clinics
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Ad Mame:
Status:
Description:
Cost:
Language:

Instant Clinic
Available

Flayful health clinic ad
499

English

Your Personalizations

Voiceover:

Eastern Delaware County | Cable Television

MNetwork

[Click logo for info)

Bravo

InstantClinic Clinics

Spring is here, and =o is allergy season. Sadly, due to allergies, over 35
million Americans will be deprived of this. The good news is allergic
reactions can be treated and prevented. Instant Clinic can provide
vou with a holistic approach to keep your allergies in check. We'll help
yvou rediscover the spring in your step. Instant Clinic. Call today for

an appointment. Most insurances accepted.

Dayparts

All week 5a-12a, 4All week 3p-12a, all week 6p-12a

All week 3p-12a

All week 3p-12a, All week 5a-12a, &ll week 6p-12a

All week 6p-12a, all week 5a-12a, all week 3p-12a

All week 3p-12a

All week 3p-12a, 4All week Sa-12a

Run Dates: MNowv 17 - Jan 12, 2009

Spots

161

56

168

1635

49

112
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Human Resources Plan

People

Clinics
Clinicians - Registered nurse practitioners — Provide care and manage clinic. There will be 1 per
clinic and 2 during busy times. The clinic will be closed during their lunch break. There will be no
receptionist.

Central Office
Doctor on Call — MD — A doctor will be on call due to state regulations for the supervision of nurse
practitioners. One doctor can cover many clinics.
Tech Support — The owner will provide technical support as well as set up the computer network.
PR and Marketing — Will be responsible for production of marketing materials and branding; as well
as handle press releases and be in contact with the press
Business Development - | would bring possibly on a business development specialist in exchange
for equity. | would look for someone with expertise in the health care industry.
Accountant/Insurance Liaison — This person will be in charge of submitting invoices to insurance
companies as well as keeping track of the company’s finances.

Contracting out
Cleaning Staff — We will sub contract out the cleaning of the clinics to a company specializing in
cleaning and disposal of health care facilities.
Application development — We will contract out the development of our health care software
solutions. We see technology as a cost saver and we are willing to make investments in technology.

Management Style
My management style is collaborative during most times. However, | am not afraid to be authoritarian
when | need to be. | recognize that employees can find the best ways to do their jobs if needed.

Benefits
Our benefits will be competitive with the industry. All employees will receive free care from Health
Express Clinics.

The LNP market is very competitive. In order to attract and retain highly motivated employees we will
offer the following benefits: We will be able to negotiate a discount with insurance companies since we
will be saving them money if their clients go to us.

Highly competitive compensation

Stock options in fast growth company
Flexible schedules

Work/life balance

Continuing education credits reimbursement
Paid time off

o vk wN R
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7.
8.
9.
10.
11.
12.

Medical, Dental, Vision

401(k) Savings Plan

Easy to use electronic medical records system
One-on-one mentoring and coaching

Career growth

And more!

LNP Responsibilities

The first point of contact for ambulatory clients, receiving them and obtaining client vital signs and
recording in the EMR system

Assessing the Clinician with examinations, procedures and patient education
Administering injections including immunizations, and insuring appropriate patient
screenings, teaching, and observation following injection

Performing phlebotomy, ultrasound, and other procedures required for client health
screenings

Collecting payment for services rendered

Interacting with the company's retail partners, including store and pharmacy managers,
and in-store personnel, to maximize and optimize in-store and local marketing support
Delivering exceptional customer service and creating raving fans

Participating in market-specific promotion programs, as well as customer research

LNP requirements

1.

Recruiting

2+ years of experience working as a LVN/LPN (as required by state) preferably in a clinic
setting

Demonstrated exceptional phlebotomy skills

Knowledge of computer-based medical records and point-of-interview technology
Ability to communicate effectively with retail and medical partners at various levels,
clients, parents, and representatives of the community

Knowledge of basic medical assisting skills and techniques

Knowledge of standard clinic policies and procedures

Must be proficient in the use of all medical instruments and equipment as required by
the work

Sound understanding of all federal and state regulations including HIPAA and OSHA

In order to attract out employees we will advertise in newspapers as well as on sites such as

Monster.com. In addition we will have a referral bonus for existing employees. We will rely on positive

word of mouth from our employees.

InstantClinic Clinics
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Challenges

The distributed nature of the clinics requires employees to work on their own most of time with a
manager in a remote location. This requires motivated employees who can work independently. It also
makes it harder to manage people.
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Operation’s Plan

Purchasing
Item Supplier Qu Cost Total Per Clinic
Desktop Computers Dell 3 $600 $1,800
Printer MFC M0305 HP 1 1600 $1,600 http://h10010.www1.hp.com/wwpc
VOIP Phone System Packet8 3 200 $600 +monthly f http://www.packet8.net/equipmen
Internet Line Comcasy 1 100 $100 /month
Plasma Display Best Buy 1 700 $700 http://www.bestbuy.com/site/olspz
Plasma Wall Mount Best Buy 1 300 $300
Plasma Screen Computer Dell 1 400 $400
Router Dell i 100 $100
)
Waiting Room Chairs National Office Furniture 4 159 5636 http://www.nationalbusinessfurnitu
Clinic Room Chairs National Office Furniture 4 159 $636
Waiting Room Magizines Various 1 200 $200 /year Or try to get free ones from the com
Paper Staples 3 20 S60
S0
Medical Supplies esurg 1 5000 $5,000 http://www.esurg.com
S0
Construction 7" 1 30000 $30,000
S0
S0

S 42,132 x4clincis $ 168,528

These suppliers are choosen for quality, style and reliability.

Services

Appointments are targeted to last an average of 15 minutes. The services we offer have been specially
selected to be performed in a clinic setting in a short amount of time. One clinician can see a maximum
of about 32 patients in a day.

Sales and Marketing
As detailed in the human resources plan, we will hire someone to take care of PR and marketing. | will
also spend the equivalent of a day per month reviewing the marketing plans.

Accounting

As detailed in the human resources plan, we will hire someone to take care of insurance invoices and
accounting. | will also spend the equivalent of a minimum of one day per month reviewing the
accounting books.

Wait Time

We estimate that people will wait about 20-30 minutes in a store to see a clinician. In stores where
convenience in a priority (higher income neighborhoods), we will attempt to minimize wait times
further. In addition, we will have a computerize wait list. Once customers are signed up they will feel
obligated to stay. We will also distribute restaurant style beepers so that patients can shop while
waiting.

InstantClinic Clinics Page 24



Purchasing

Item Supplier Qu Cost Total Per Clinic
Desktop Computers Dell 35S 600 $1,800
Printer MFC MO0305 HP 1% 1,600 $1,600
VOIP Phone System Packet8 35S 200 $600 +monthly fe
Internet Line Comcasy 18 100 $100 /month
Plasma Display Best Buy 1S 700 $700
Plasma Wall Mount Best Buy 18 300 $300
Plasma Screen Computer Dell 1S 400 $400
Router Dell 18 100 $100

S0
Waiting Room Chairs National Office Furniture 4 S 159 $636
Clinic Room Chairs National Office Furniture 4 S 159 $636
Waiting Room Magizines Various 1S 200 $200 /year
Paper Staples 35S 20 $60

S0
Medical Supplies esurg 1S 5,000 $5,000

S0
Construction ?? 158 30,000 $30,000

S0
Custom Application Creation outsourced 0.25 $ 100,000 $25,000

S 67,132 x4 clincis

These suppliers are choosen for quality, style and reliability.
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Projected Profits

Projected Revenue

Generous
Realistic

Value
© Conservative

N ..
& Realistic
5 Conservative
w

Generous

[ERN
w
o
o
(o2}
Ul

Visits $65 32 2,080 S , S
Maximum per clinician per day: 4 patients per hour * 8 hours
Weekend Visits Distributed Out over the Week
$65 9 6 4 S 585 S 390 S 260
Clinics will have 2 clinicians on weekends
Clinician staffing levels will be adjusted as needed

Total Revenue Per Day Per Clinic S 2,665 S 1,690 $ 910

Per Month Per Clinic $ 79950 S 50,700 $ 27,300

Per Year Per Clinic S 959,400 S 608,400 S 327,600
Generous Realistic Conservative

Projected Costs

Rent S 45,000 $ 35,000 $ 27,000
Employees S 330,000 $ 240,000 S 220,000
1/12 of Start-Up Equipment S 35000 S 22,000 S 18,000
Sales and Marketing S 45,000 S 28,000 S 5,000
Total Yearly Cost Per Clinic S 455,000 $ 325,000 $ 270,000
Generous Realistic Conservative
Projected Profits at $65/service
Per Clinic S 504,400 S 283,400 S 57,600
Four Clinics $2,017,600 S 1,133,600 $ 230,400

Generous Realistic Conservative



Start Up Funds Required

For a year with 4 clinics and central office

Rent
Clinic (550-80 /square foot)
Central Office for 5 people
Employees
Clinicians (Full Time)
Clinicians (Part Time)
Doctor On Call

PR and Marketing
Business Development

Accounting/Insurance Liaison

CEO/Owner

Equipment

See Sheet, Per Clinic, inc. construction

Sales and Marketing
Website
Banners and Signs
Brochures Printing
Search Advertising Online
Television
(PR consultant - see above)

Working Capital
20% of total

Total Start Up
Year's Expense

Startup and 3 months Expenses

InstantClinic Clinics
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35,000
24,000

100,000
50,000
20,000

64,800
70,000
75,000
50,000

42,000

100
500
2,000
500
3,000

+ equity
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140,000
24,000

400,000
200,000
20,000

64,800
70,000
75,000
50,000

168,000

100
2,000
2,000

500

24,000

200,000

368,000
1,072,400
89,367
636,100

[year
/month
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Owner’s Resume

Michael Plasmeier
526 Grand Ave.

Havertown, PA 19083-3210

plaz@theplaz.com

Education
2004-Present Haverford High School Havertown, PA
2008 Pennsylvania Governor's Schools of Excellence in Information, Society & Technology

Work and Projects

Philadelphia, PA

2006 - Present GridView is an application for Facebook which lets users put all of their friends on

their profile and makes a photo mosaic of themselves with their friend’s photos.

Primary Developer (PHP, MySQL, Facebook Platform)

Created successful concept

900,000 users, of which >500,000 use it every month

Managed developers domestically and overseas 00 1 1
oogridview

Maintain Linux servers

2006 - Present SeniorQuoter is an installable open source PHP application which lets high school

yearbooks streamline their senior quote collection process.

Designed application from the ground up
Including user interface design S?;Q; )
Implemented in PHP, MySQL Mol QUGIEF

Lead team of 4 people to develop version 2

2005 - Present Tecker 911 is a video podcast which shows ordinary people how technology can help

their ordinary lives.

Designed show concept and branding

Produce show by arraigning shoots, editing, and release

Lead team which creates episodes

Hosted many episodes Tc’ k 09 11
| GCNG! 6

AT
Negotiating show onto cable TV

2008 — Present CTO of Publications Department

Analyze the requirements of the staff
Maintain their computers and network.

Achievements
2008 AP Scholar with Honors
2002 — Present Honor Roll

InstantClinic Clinics
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Tagline
The care you need without the wait!
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| n SII. d n'I' Get common family illnesses

diagnosed and treated by our

C ® ([
I I n I C board-certified practitioners.

No appointment needed Practice includes strep throat,

_Open ] duys a week bronchitis and ear, eye and sinus

: infections.
Most insurance accepted
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It’s so convenient... It’s
where | already shop ... |
don’t have to make an
appointment when my
child is sick and | know
with confidence that he is
in good hands

InstantClinic is finally
an affordable high
quality solution for

people without insur-

ance

| thought I was sick so |
dropped by for a quick visit in
while | was shopping. Turns
out | had pink eye. [ was out
with a prescription 15 minutes
laterl And the pharmacy is a
few paces away! | was
amazed at how fast Instant
Clinic wasl

InstantClinic Clinics

Instant

Clinic

Target in Springfield Mall
1250 Baltimore Pike
Springfield, PA 19064
610.328.1200

Acme on Route 30 in Ardmore
311 E Lancaster Ave
Ardmore, PA 19003

(610) 649-4975

Acme in Upper Darby
1130 Chester Pike
Sharon Hill, PA 19079

Acme in North Philadelphia
6601 E Roosevelt Blvd
Philadelphia, PA 19149

(215) 338-4700

nstant

Clinic

Health Care

Inside Select Acme
Supermarkets and

Targets

Page 32



How it Works Services

Common llInesses

1. ShOp where you already shop Allergies (ages 6+) $59
Bladder Infections (females, ages 12-65)
at select Acmes and Targets $69
Bronchitis (ages 10-65) $59
1 1 11 Ear Infections $59
2.Sign in at our clinic, no o e & e oo
. Sinus Infections (ages 5+) $59
app()lntment needed Strep Throat (additional lab charges may
apply) $69
3.Receive care from our swimmers Ear #59
Wellness & Prevention
Our board-certified practitioners are f P 1 )
ready to take of you! Nurse practitio- pro essionails gamllt)hl’shyswa!s Pack ggg
: ealth Screening Package
ners (NP) a-re nur.se.s who ha.ve-: under ] Cholesterol Screening $39
gone extensive training and clinical test. 4. The pharmacy is next Diabetes Screening $39
ing to be able to provide preventive and Hypertension Screening $29
acute health-care services to in(,lividuals. do Oor if you need a prescrip- Obesity Screening $29
They have completed a master’s degree ) Smoking Cessation
in the medical field. fion - Initial Visit $29
I additi ¢ InstantClinic Clini - Follow Up Visits $19
n addition, at InstantClinic Clinics, a o :
) ’ Additional Services
physician (MD) is always on call. 5- Your re Cords are Safely
i Flu Diagnosis (ages 10-65) $93
stored and shared with Mononucleosis $69
Pregnancy Testing $49
Suture Removal $59
your dOCtOI' TB Testing $15
? 2 . . -
6.Pay a fixed, posted fee Skin Conlitions
’ . . . Athlete’s Foot $59
' or we will submit to in- Cold Sores $59
Deer Tick Bites (ages 12+) $59
4 surance. Impetigo $59
Minor Burns $59
Most insurances accepted, see clinic for details Minor Skin Infections & Rashes $59
Minor Sunburn $59
Poison Ivy (ages 3+) $59
Ringworm $59
Shingles Treatment $59
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10/29/2008

Instant
Clinic

Employer Health Protection

How much $$ does your business lose
per lost day of work?
Absenteeism
Coming to work sick
Finding and paying a replacement worker
Low morale

Not just your employees but their spouses and
children

Normal Health Insurance = Too
Expensive
Health Insurance is the 2" highest cost after
wages
Average cost $12,000 / employee

Instant Care Clinics

S69 for most visits

15 minute visits
Convenient in retail locations
Next to the pharmacy

¢ You pay the actual costs of * More like regular insurance
the visits where we take the risk

e $69 for most visits e $40/ employee /month

You choose: Employee, Spouse: $30/ employee
Spouse, Children /month

You assume the risk Children: $20/ employee
/month

Does not increase usage of health care

Increased morale

Increased retention

Stand out from a crowded and competitive
employment market

Decreased absenteeism
Less calling in sick
Less employees taking off due to go to doctor

InstantClinic Clinics
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10/29/2008

Instant
Clinic

111 Any Street

Anytown, USA 11111
(610) 513 0390
michael@instantclinic.com
Instantclinic.com
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(610) 513 - 0390

n St G n t Michael Plasmeier michael @intantclinic.com

CEO and Founder 111 Anystreet
o o Anytown, USA 11111

INIC

instantclinic.com

InstantClinic Clinics Page 36



Instant
Clinic

Michael Plasmeier
Founder and CEO

111 Any Street

Anytown, USA 11111
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3rd Party Market Research
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You're sick. We're quick.
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Retail Clinics
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About the Author

Mary Kate Scott is the principal of Scott & Company, a
strategy consulting firm providing services to health technology
firms and their investors. Ms. Scott is also an adjunct professor
at University of Southern California’s Marshall School of
Business, where she lectures on entrepreneurship in life
sciences. She can be reached at mks@marykatescott.com.

About the Foundation
The California HealthCare Foundation, based in Oakland,

is an independent philanthropy committed to improving
California’s health care delivery and financing systems. Formed
in 1996, our goal is to ensure that all Californians have access
to affordable, quality health care. For more information about
CHCE visit us online at www.chcf.org.

ISBN 1-933795-12-3
Copyright © 2006 California HealthCare Foundation
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Foreword

InstantClinic Clinics

WITH AVERAGE ANNUAL PREMIUMS FOR A FAMILY
of four now exceeding annual earnings at the federal minimum
wage, traditional health insurance products are no longer
affordable for an increasing number of consumers and
employers. Low-wage employees working for firms that offer
insurance coverage often don’t take it because they cannot
afford the contribution that would be required of them.

While they might not have significant assets to protect, they
(and their family members) still have health care needs.

Most efforts to address escalating health care costs attempt to
innovate within the insurance system but don’t tackle the
underlying structural costs of delivering health care. Labor,
overhead, and technology expenses in the U.S. health care
system are often assumed as givens, even as health insurance
benefits are cut to the point that neither the scope of benefits
nor the expectations of what consumers will pay provide a very
compelling value proposition. As the trend in health insurance
shifts more costs to consumers, the public has indicated that
they are willing to approach at least their basic, routine, and
elective health care needs with an eye toward price and value.

Retail clinics have emerged in drugstores, grocery chains, and
“big box” stores across the United States, and they’re attracting
a great deal of attention. The clinics are one attempt to
respond to consumer needs for which the existing health care
system doesn’t provide attractive options. Where do you go
for a strep throat test or treatment for an ear infection at

night or on the weekend? Waiting for hours in the emergency
room doesn’t make much sense, but for most people it’s the
only option. Or consider the choices faced by an uninsured
person with too much income to qualify for discounted care
at a community clinic—be charged the full fare, or go to the
ER, wait hours, and still incur a big bill. Even patients with
insurance and a primary care doctor might wait several days to
be seen for a minor ailment.
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As the number of Californians without coverage
(or with coverage that leaves significant out-of-
pocket costs) increases, we can expect to see the
emergence of options such as retail clinics to
meet consumer need. Whether they are able to
provide quick, effective, high-quality care—and
whether they connect effectively with the broader
health care system—remains to be seen.

The clinics can be viewed as a “disruptive inno-
vation” in health care—a “cheaper, simpler,

good enough,” offering. In a number of other
industries, companies such as Southwest Airlines,
E*TRADE, and Charles Schwab have made
substantial inroads by eliminating the extras con-
sumers are willing to do without and lowering
prices. Similarly the clinics don’t attempt to meet
every health care need (or the needs of every
consumer). Rather they offer a low-cost, low-
overhead approach to addressing needs not well-
met by today’s health care system. At present,
they offer some consumers (those with insurance
and/or a relationship with a physician) a more
convenient option for receiving a very basic med-
ical service, and those who do not have access to
basic care an alternative to the emergency room.

This report is part of a broader CHCF effort to
examine how concepts of disruptive innovation
from other industries might be applied to health
care. While retail clinics seek to disrupt a very
small segment of the health care system, the prin-
ciples upon which they’re developed—attention
to customer needs, schedules and convenience,
and a delivery system that doesn’t offer the full
complement of costly personnel, technology,
and treatment for minor ailments—provide an
interesting lens through which to begin to think
about how to control costs in health care.

InstantClinic Clinics

The report describes the forces, individuals, and
companies behind the retail clinics, where they’re
located, what consumer needs they are attempt-
ing to address, and how they relate to the rest of
the health care system. It is designed to provide
a snapshot of retail clinics in the United States.
The market is evolving and changing rapidly,
and we recognize that many numbers will have
changed by the time this report is released. In
fact, on July 13, just before this report was pub-
lished, the CVS pharmacy chain announced that
it will acquire MinuteClinic, one of the early
entrants in the market.

The emergence of retail clinics raises a range of
operational and policy issues, some of which
we've attempted to highlight in the final section.
CHCEF will continue to monitor this trend and
produce more in-depth reports about specific
aspects of retail clinics and other, lower-cost
models of care. We welcome readers to share
thoughts and insights with us and to suggest
where additional analysis might be warranted.

Mark D. Smith, M.D., M.B.A.
President & CEO
California HealthCare Foundation
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Executive Summary

RETAIL-BASED MEDICAL CLINICS HAVE attracted a lot
of attention since they emerged a few years ago. Major retail
chains, including Target, CVS, Kroger and Wal-Mart, are
working with over a dozen clinic operators in selected markets
to test health center concepts at grocery and drugstores.

The clinical care and business models vary by operator and
location, but all have a common value proposition: They offer
consumers a limited menu of simple health services within a
walk-in retail environment. Most clinics are staffed with non-
physician practitioners (typically physician’s assistants or nurse
practitioners) who are able to provide basic medical care and
prescriptions in about 15 minutes.

In theory, retail clinics promise to lower costs because they

do away with expensive overhead, use less expensive labor, and
eliminate patient billing. The evidence to date indicates that
clinics do not increase overall demand for medical services,

but offer an alternative for consumers facing access problems
within the conventional health care system. They are also
attracting the interest of insurers, some of whom are beginning
to cover retail clinic services—about 40 percent of clinics

now accept insurance.

Clinic companies estimate there will be thousands of clinics
across the country within the next year or two. But for

now most American consumers have never even seen a retail-
based clinic, much less visited one. Among those who have,
the early response has been positive. An online Harris poll of
2,245 people showed that while only 7 percent of respondents
had visited a clinic, 92 percent of those who had visited a
clinic had been satisfied with the clinics’ convenience and 89
percent were satisfied with the quality of care they received.’
Those with restricted access to quality care were more likely
to be interested in trying a retail clinic, making California,
with its large population of uninsured and underinsured
residents, an attractive market.

6 | CarrorNiA HEALTHCARE FOUNDATION
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Retail-based clinics bear watching because they
appear to fit with a larger trend toward con-
sumer-driven health care. Consumers are paying
more of their own health care costs in the form
of higher premiums and deductibles, and are
being forced to make decisions about how, when
and where they seek medical services. Many con-
sumers are frustrated by the conventional health
care delivery system, and are seeking alternatives.
Meanwhile, regulatory changes have permitted
limited medical care outside of a doctor’s office,
allowing clinic operators to set up shop where the
consumers already are.

The retail clinic model is still very much in

flux, both from a business and a medical care
perspective. When it comes to in-store clinics,
retailers are still trying to figure out what works.
However, for most retailers, providing access to
health care is not a goal in and of itself; their
commitments are to their customers, their
employees, and their shareholders. Retailers
have yet to determine how to generate profitable
revenues and most clinic companies remain

in the red; the American Academy of Family
Physicians has only recently issued guidelines on
desired attributes of retail clinics; insurance
companies worry about increased demand and

a different claims system; and it is too early to
predict whether consumers will embrace health
care services that may be located a few feet from
the produce aisle or alongside a Starbucks.

InstantClinic Clinics

It is also too soon to foretell the impact of retail
clinics on the wider health care system. How will
large payers—including governments—respond
to these lower-cost providers? Will they offer
incentives to their employees or constituents to
substitute clinic care for more expensive alterna-
tives, as they did when they lowered copayments
to encourage people to use generic (versus brand
name) prescription drugs? Will hospitals, com-
munity clinics, urgent care centers, or primary
care physicians try to compete by offering similar
services, or will they find mutually beneficial
ways to team with retail clinics?

This report explores the economic, social, and
legislative forces that will shape the answers to
these questions. It describes the rapidly changing
national landscape of retail clinics, highlights the
opportunities and challenges of the California
market and notes some of the key issues and
questions raised as retail clinics enter the broader
health care market.

Health Care in the Express Lane: The Emergence of Retail Clinics | 7
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. Overview

8 | CaLIFORNIA HEALTHCARE FOUNDATION
InstantClinic Clinics

History of In-Store Medical Clinics

THE FIRST IN-STORE CLINICS APPEARED IN 2000

in the Minneapolis-St. Paul metropolitan area and were operat-
ed by QuickMedx, which later became MinuteClinic. The
company’s founder, Rick Krieger, says the business idea came
to him when he tried to get his son in to see a doctor for a
strep throat test. He recalls,

“We started talking about why there was not a way to
just get a simple question answered or a simple test, like
strep throat, done. Why was there not some way to just
slip in and be seen quickly? Wasn't there some way to get
care in a timely manner for a relatively simple illness?

A quick, convenient way to diagnose without waiting in
the ER or dlinic for two hours? We are not talking about
diabetes, cancer, or heart disease! We are talking about

colds and throat and ear infections.”

Krieger and two business partners (one of whom was a family
doctor) set up pilot clinics in cooperation with Cub Foods,

a local grocery chain. The first clinics charged a $35 flat fee

for rapid testing, diagnosis, and prescriptions for 11 common
medical conditions, including strep throat, influenza, ear
infection, pink eye, and seasonal allergies. They did not accept
insurance, which Kreiger explains as a deliberate, strategic
choice “to compete on a purely retail level and be able to profit
on a copayment-type basis.”

The pilot program, though limited, was considered successful,
and the founders began to formulate an aggressive growth
strategy. In 2005 MinuteClinic appointed a new CEO:
Michael Howe, the former CEO of Arby’s. Meanwhile, other
clinic companies and retailers entered the game, and there are
now a dozen clinic operators running about 90 clinics across
the country, a dozen more planning to open clinics in the near
future, and hundreds of store openings planned before 2007.
As the trend has gathered momentum, the medical and
business models have shifted. Most now accept insurance and
have expanded their range of services.
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Description of In-Store Clinics

In-store clinics typically measure between 200
and 500 square feet and are quite spare with a
simple setup of a reception desk and one or two
exam rooms. Retailers often use space that is
generating less income per square foot than the
clinics are anticipated to provide, so some clinics
occupy former video game arcades, vending
machine areas, or waiting areas near pharmacies.
The retailer has a one-time cost of about
$20,000-$100,000 to make the space “broom-
ready” and the clinic companies pay for the
physical retrofitting. This ranges from $25,000
for a basic clinic with one basic room to
$145,000 for a multi-exam room clinic offering
broader services; the average setup cost is

about $50,000.

Most clinics are staffed with nurse practitioners
(NDs) supervised by an off-site physician who is
available by phone for consultation, but some
clinics employ full-time physicians.* Salaries for
nurse practitioners are typically much lower than
those of physicians. The average salary for an
NP in 2005 was $74,812 nationally and $86,674
in California.”

The clinics use proprietary software systems that
claim to provide evidence-based treatment guide-
lines. These serve as a diagnostic tool as well as a
checklist to constrain the types of conditions that
can be treated at the clinic. There are referral
relationships with local physicians or hospitals for
more serious or unusual conditions. Clinics are
open extended hours and weekends. Most visits
take about 15 minutes and don't require an
appointment. Prices are clearly posted and range
from $40 to $70. Some clinics accept insurance
and all provide documentation for consumers to
file for reimbursement on their own.

InstantClinic Clinics

Early usage and cost data, while still quite thin,
are beginning to show some patterns. At
MinuteClinic, the five most frequently treated
conditions are: pharyngitis (sore throat or strep
throat), bronchitis, otitis media (ear infections),
sinusitis, conjunctivitis (pink eye), and female
urinary tract infection. In terms of overhead cost,
a preliminary analysis by HealthPartners indicates
that on average, MinuteClinic episodes are about
15 percent less expensive than those initiated in a
physician’s office or an urgent care setting, based
on one year of claims experience—producing a
per-visit savings of $31.

What is an in-store or retail-based clinic?

A medical clinic located within a larger
retail operation that offers general medical
services (as opposed to specialty clinics such
as eye care) to the public on an ongoing
(rather than one-time or seasonal) basis.
These clinics differ from both urgent care
clinics or the “Doc in a Box” concept in
several ways: a limited service offering
(increasing speed), co-location with a phar-
macy (increasing convenience), and lower
cost structure (reducing prices).

The “Plumbing and Privacy” Paradigm
Most in-store clinics don't have much space
for private rooms, toilets, or sinks. This
means that they tend to focus mostly on
noninvasive procedures that don't require
fluid samples or disrobing.
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Retail Approach to Health Care

In many ways, in-store health clinics are a retail
experiment that has captured the attention of the
health care industry. Their existence depends on
retail leases, while their success depends on the
patronage of customers who may think of their
visit as a convenient extension of a shopping trip,
and not necessarily an extension of health care.
Instead of a suite in a medical building or the
wing of a hospital, one Florida clinic describes its
location as a storefront in a local shopping mall
along with “Starbucks, Quiznos, and Planet

»G6

Smoothie, right next to El Pollo Loco.

Retailers are naturally consumer-centric and
many of the key players in the retail clinic indus-
try come from consumer backgrounds, such as
packaged goods, fast food, and travel companies.
It is important to understand how these com-
panies make decisions. Retailers generally see two
ways to gain from in-store clinics. On the rev-
enue side, they hope the clinics will attract new
customers and drive sales elsewhere in the store,
especially prescription and over-the-counter pur-
chases. On the cost savings side, some retailers
see an opportunity to manage the expense of
providing health care to their employees. Not
only are the clinics a relatively cheap way for
employers to provide health care compared with
other care delivery options, but they could reduce
absenteeism for doctor’s visits because employees
could be treated for minor conditions within

the workplace.

However, it is important to note that such
scenarios come with a basic caveat: If retailers
and clinic companies don't achieve the expected
results, they will close the clinics. Unlike the
health care industry, retail product life cycles are
very short. Retailers continually try new formats
and services and are adept at removing less
profitable lines of business. In fact, there have

10 | CALIFORNIA HEALTHCARE FOUNDATION
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already been closings in areas where the clinics
didn’t gain sufficient traction. In Baltimore,
MinuteClinic is closing its six Target locations
after less than two years in operation and open-
ing seven clinics in nearby CVS drugstores.
The companies indicated that the closings were
not a retreat from the retail clinic concept rather
a decision to focus on other markets and create
different types of service offerings more appro-
priate to their individual corporate strategies.
Either way, this is typical of the retail mentality:
fast turnaround, rapid consumer testing, and
constant reinvention of the model.

It is also telling that the rollout of in-store clinics
has been limited. To put this in perspective,
there are more than 3,800 Wal-Mart stores in
the United States. Only 14 now have in-store
clinics (0.2 percent of stores) and official plans
call for rolling out just fifty more in 20062007
(to 1.5 percent of stores). Of the 100,000,000
people who walk through Wal-Marts doors each
week, only 1,000 visit a clinic. However, this
picture could change. The company has formally
stated that it will expand the use of in-store
clinics.” Much will depend on how aggressively
Wal-Mart pursues this expansion plan.

Other retailers are approaching these clinics with
similar caution, testing them in limited markets
and relying on shorter-term contracts with out-
side clinic companies to evaluate the business
impact. This phenomenon could either take off
overnight or languish depending upon whether
medical clinics fit into retailers” overall business
strategies and relationships with consumers.
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Scope of Practice

Scope of practice varies by clinic company, by
state, and by retail location, but there are
strategic, practical, and regulatory reasons for
in-store clinics to maintain a relatively narrow
scope of practice.

Strategically, the clinic model relies on low prices,
quick throughput of patients, minimal staff, and
proprietary software systems that can reliably
manage selective medical diagnoses and informa-
tion. This is only possible with a short list of
simple procedures.

Most in-store clinics are housed in small areas
with physical limitations: At most, they have one
or two exam rooms with a sink and/or toilet
close by (and a few do not even have sinks or
private rooms). The clinics explicitly aim to treat
common ailments that can be diagnosed quickly
and accurately, within 15 minutes. This keeps
quality control manageable and overhead low.

It also effectively constrains for the range of serv-
ices they are able to provide for patients. Limited
medical records are kept (usually electronically,
unless paper backups are required by the state),
very little medical equipment is needed, there are
no patient gowns (hence no laundry service), and
no time-consuming examinations. The diagnostic
tests typically offered are compact and rapid and
offer simple, accurate results, exempting them
from the federal regulations that govern more
complex lab procedures.®

Clinic companies adjust the services they offer

in order to maximize profits and respond to

local markets, and there are sometimes differ-
ences in scope of practice from one location to
the next. To date, most clinics have opened in
suburban areas, where affluent shoppers might be
willing to pay extra for fast, convenient health
care. They have emphasized convenience in

their marketing, with slogans such as, “You're

Sick. We're Quick” (MinuteClinic), “Get Well.

InstantClinic Clinics

Stay Well... Fast”” (RediClinic), and “Great Care.
Fast and Fair” (Solantic). The clinics initially
required consumers to pay in cash for this
convenience, but now some insurance companies
cover part or all of the in-store clinic visit costs,
making the clinics more cost-effective for their
subscribers. For these consumers, clinics are at
cost parity with a similar visit to a primary care
physician, but still have a “time cost” for the
consumer to submit the claim.

While the early models focused on “get well”

care (diagnosing and treating acute or unexpected
illness), the newer model places a greater empha-
sis on “stay well” care. Web Golinkin, CEO of
RediClinic (a subsidiary of InterFit), estimates
that his clinics now provide about 75 percent get-
well and 25 percent stay-well services, with some
seasonal fluctuation due to flu shots and school
physicals.” “Wed like to get to more stay-well,”
he says. “We believe that convenience and
affordability are just as important to consumers
in prevention as they are in treatment, and that
consumer interest in preventive services will grow
over time.”

In addition, although the clinics started out
mainly in suburban enclaves, they are now
appearing in less affluent communities where
under-insured and uninsured consumers are
willing to pay cash for clinic care, not only
because it is convenient, but also because they
have limited access to health care elsewhere.
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Licensure and Regulation

Licensure regulations for retail clinics and
those who practice within them vary from
state to state. In many states, clinics are
licensed as physician practices, and are
regulated by the state’s Medical Board.

In California, the clinics must be a medical
corporation owned by a physician, in accor-
dance with the state’s Corporate Practice of
Medicine Guidelines.* Physicians and nurse
practitioners working in the clinic must also
have appropriate state licensure.

Most clinic companies operate multiple sites
within a state. Licensure regulations specific
to sites also vary. For example, in Arizona
each site must be licensed, whereas in

most other states, the clinic is licensed at

the corporate level and the license covers
multiple sites. Some states require an in-state
supervising physician, while others permit a
supervising physician to be at a corporate
office out of state.

A separate license from the federal govern-
ment is required to accept Medicare patients
and payment and some clinics apply for this
licensure.

*Medical Board of California, Corporate
Practice of Medicine Guidelines:

www.medbd.ca.gov/Corporate_Practice.htm

Regulatory Trends

Regulation of retail clinics varies from state to
state. The clinics are typically staffed with nurse
practitioners (NPs) who have different degrees
of autonomy in each state. In states such as
Minnesota (where clinics have the largest pres-
ence), NPs can perform a range of functions with
no physician on site. In other states, the physi-
cian must be physically present for some or all of
the time. Each state has different requirements
for credentialing and licensing, as well as for
physician oversight. These issues may expand,
limit—or even prohibit—in-store clinics and the
specific services they can provide on a state-by-
state basis (see sidebar). Regulatory requirements
for the extent of the physician’s involvement
make a significant difference in clinics’ labor
costs, so that in some states, although it is tech-
nically possible to operate licensed retail clinics,
legal practice parameters would make it unprof-
itable. Warns RediClinic CEO Golinkin, “If
clinics are going to realize their full potential to
provide people with easier access to high-quality,
routine health care at affordable and transparent
prices, some of the regulatory barriers in some
states will have to be torn down.”

Federal support for consumer-driven health

care makes clinics more attractive by giving
consumers incentives to reduce their health care
spending. In particular, the Medicare Modern-
ization Act of 2003 offers consumers tax incen-
tives for high-deductible insurance plans coupled
with health care spending accounts to encourage
Americans to manage their health care expen-
ditures most cost efficiently and mitigate out-
of-pocket costs."
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Nurse Practitioners

According to the American College of Nurse
Practitioners, 23 states allow nurse practitioners
o treat patients on their own without a physician
and 28 states (including California) require docu-
mented physician involvement. Laws in these
states vary and are changing, but may regulate
collaboration, supervision, and authorization.

California’s doctrine precluding the corporate
practice of medicine and the state's requirement
for standardized procedures and limitations on
the dispensing of drugs highlight challenges

to NPs practicing independently in retail settings
or elsewhere.

In California, a nurse practitioner’s basic scope

of practice is covered by the Nursing Practice Act
in the Business & Professions Code. Generally,
standardized procedures must be developed and
approved by the NP, the supervising MD, and the
facility administrator before an NP can perform
anything that might be considered “practice

of medicine"” (including diagnosis of mental or
physical conditions, the use of drugs in or upon
human beings, and severing or penetrating
tissue of human beings). Standardized procedure
guidelines are described in the California Code

of Regulation. NPs and other health care pro-
fessionals are also bound by various state and
federal health and safety regulations, labor laws,
and business licensing requirements.

InstantClinic Clinics

Nurse practitioners might be employed by differ-
ent entities (physician practice, hospital, clinic,
etc.). In California, NPs do not have the authority
to provide fully independent primary care;

rather they must practice under “standardized
procedures” that are developed among the NP,
the supervising MD, and the institution/agency
where the care is provided. Many of the require-
ments seem to be open to interpretation. For
example, according to the Board of Registered
Nursing, “The mileage between the nurse
practitioner and the supervising physician is not
specifically addressed in the NPA [Nursing
Practice Act]. However, the physician should be
within a geographical distance, which enables
her/him to effectively supervise the nurse practi-
tioner in the performance of the standardized
procedure functions.” The standardized proce-
dures may detail supervisory and signatory
requirements.

The dispensing, or “furnishing,” of drugs or
devices by NPs must be done under the super-
vision of a physician. For furnishing purposes,

the physician may supervise a maximum of four
NPs at any given time and must be available

by telephone when the patient is being examined
by the NP. To dispense or order drugs, NPs are
also required to have a special certificate from
the Board of Registered Nursing and a Drug
Enforcement Administration number.
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Table 1: Retailers and Clinic Companies

Clinic Operator/

Headquarters Locations and Expansion Plans Retailers The Consumer Pitch Notes
Aurora Quick Care * 11 Quick Care clinics Aurora Pharmacy, | No appointment. The first major clinic operator
Milwaukee, W1 in Aurora Pharmacy Piggly Wiggly No waiting. with a not-for-profit parent
locations No hassle. company. Opened March 2004.
* Considering additional www.aurorahealthcare.com
locations
Family Express Care | © 1 location in OH Giant Eagle Convenient Care Opened February 2005.
South Euclid, OH (closed) When Your Doctors | Closed 2006.
* No plans to expand Not There! No website
HealthRite * Opening first clinics in Shoprite Health Care Rite Part of a the AtlantiCare health

Atlantic City, NJ

grocery stores Aug 2000;
plans for 8 clinics in NJ

grocery stores

When You Need It

system that includes hospitals,
nursing homes, urgent care,
primary care physician network
and health insurance programs.
Smaller footprint clinics 160sq ft
designed to resemble a doctors’
office with exam table. Offers
franchise arrangements for other
hospitals at a 4% fee.

MediMin * 3 locations in AZ Bashas’ Time, www.medimin.net
Phoenix, AZ ¢ 2 more in 2006 Sensitive Care
MedPoint Express * 3 locations in IN Wal-Mart Get Well Soon Affiliate of Memorial Health
South Bend, IN * 2 more Wal-Mart clinics System, Inc.

planned www.medpointexpress.com
MinuteClinic * 86 locations in IN, GA, CVS, Target, You're Sick. Formerly known as QuickMedx.

Minneapolis, MN

MD, MN, NC, OH,
TN, WA

* Projected to grow to 300
clinics by the end of 2006

Supervalu’s Cub
Foods, Bartell

Were Quick!

The first mover and current
leader in national retail clinic
market share. Backed by Bain
Capital. CEO Michael Howe

is former CEO of Arby’s.

On July 13, 2006, MinuteClinic
announced that it will be
acquired by CVS.

www.minuteclinic.com

QuickHealth

San Francisco, CA

¢ 3 locations

Farmacia
Remedios,
Longs

We make quality
medical care
affordable and

convenient.

Formerly known as QwikHealth.
Founder Dave Mandelkern
co-founded Docent.
www.quickhealth.com

Source: Individual company Web sites, Scott & Co. research.
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Clinic Operator/

Headquarters Locations and Expansion Plans Retailers The Consumer Pitch Notes
Quick Quality Care | * 3 locations in FL Wal-Mart Professional Clinics are set up for diagnostic
Tampa, FL * Plans to expand both in Healthcare Without | imaging (including x-rays) but
Wal-Mart and other retail the Wait not yet offering these tests.
locations www.qqcare.com
RediClinic ¢ 11 locations in AR, NY, HEB, Wal-Mart, | Ger well. Division of Interfit Health
Houston, TX OK, TX Duane Reade Stay well.... Fast! (Revolution Health Group).
* Plans to open 75 more General Manager Sandra Kinsey
clinics in 2006, mostly in was formerly head of marketing
Wal-Marts. for Wal-Mart’s pharmacies.
www.rediclinic.com
SmartCare * Opening first clinic the Kerr Drug Convenient health CEO Lawrence Hay was the
Greenwood Village, first week of August in (in North and care for everyday founder of HomeSync
CcO Charleston, SC. Plans to South Carolina) | needs. Www.smartcarecenters.com
open as many as 1,050 Wal-Mart (in
centers in 3 to 5 years. Nevada, Arizona,
and Colorado)
Take Care ¢ 16 locations in KS, Brooks Eckerd Professional care. Just secured $77 million in
Health Systems MO, OR Pharmacy, Rite Always there. financing (led by Beeken Petty).
Conshohocken, PA * Plans to open 200 clinics | Aid, Osco, and Chairman of the Board
in next 12 months and Sav-on Drugs Hal Rosenbluth was the founder
1,400 clinics by the end of of a large travel company that
2008. Contract in place he sold to American Express.
with Brooks Eckerd www.takecarehealth.com
Pharmacy. Walgreens is
planning to open more
than 20 this summer and
Osco (Albertson’s Inc.)
locations are expected to
close and staff to move to
the new facilities.
The Little Clinic * 8 locations in IL, IN, KY | Kroger Convenient Formerly known as Fast Care.
Louisville, KY * 3 clinics will open in FL neighborhood www.thelittleclinic.com

in 2006 and as many as
500 nationwide in 5 years

medical care.

Wellness Express
San Ramon, CA

* 3 locations in CA
* 12 clinics total by end
of 2006

Longs Drugs

Prompt &
professional
medical care.

First clinic operator in California
affiliated with a national chain.
www.wellnessexpressclinic.com

InstantClinic Clinics
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The California Situation

California lags behind the national curve in
adoption of the retail clinic model. In terms of
national retail chains, as of June 2006 there
are only three in-store clinics operating in the
state, all Wellness Express clinics located in
Longs Drug Stores in Northern California

(in Campbell, Davis, and Sunnyvale). Longs
has already opened and closed in-store clinics in
two additional locations after finding that they
were not profitable. There are also some local
chains, such as Farmacia Remedios in the

San Francisco Bay Area, that are successfully
running in-store clinics.

While clinic companies and retailers are attracted
by the size of the market, regulations for over-
sight of nurse practitioners limit clinics’ potential
profits and scalability. In most states, the clinic
companies directly recruit, train, and staff nurse
practitioners.

Web Golinkin, CEO of RediClinic, says,
“California is a market that we're extremely
interested in, but very cautious about from a
regulatory standpoint, mainly because the
corporate practice of medicine statutes would
prevent us from employing mid-level health care
professionals directly. This would make it sub-
stantially more expensive and complicated to
operate RediClinics in California as compared
to most other states.”

The retail “hosts” of the clinics echo this view.
Amee Chande, vice president of health care
strategy for Wal-Mart, shares, “We will open
where our operators indicate they want to go.
Given that the landscape is wide open today,
we all can choose from many states. A key issue
for some of our operators is their ability to

hire nurse practitioners. States can influence
operators, and indirectly us as hosts, to locate
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in certain states by ensuring that there is a good
supply of nurse practitioners and that the over-
sight requirements on these nurses is appropriate

and cost effective.”"

One reason California is an attractive market

is its large uninsured and underinsured popula-
tions, who often have difficulty getting their
health care needs met. But clinic operators are
still not clear on how to attract and serve this
demographic segment profitably. At the three
Wellness Express (Longs Drug) clinics in
California, approximately 70 to 80 percent of
visitors have insurance (many with HMO plans);
these consumers are simply willing to pay out of
pocket for convenience. Even at $40 on average
per visit, the clinics are prohibitively expensive
for many of the state’s poorest residents, and the
clinic operators cannot lower their prices and
remain profitable.”

Another opportunity in California is the large
Latino market. Farmacia Remedios, a small phar-
macy chain in the San Francisco Bay Area, has
had success catering mostly to Spanish-speaking,
lower-income urban customers. Its in-store
medical clinics, run by Quick Health, are staffed
full-time with Spanish-speaking physicians who
offer comprehensive care and prescriptions.”
Ben Singer, the company’s co-founder, says that
this model works well because it isn’t a behavior
change for his customers. “In Latin America

the first point of care is the pharmacy. You go
and you say, ‘I have a toothache,” the pharmacist
says ‘okay, this will help you, and if it doesn’t

go away in two days see a dentist.” Here in the
United States it’s the other way around: You

see the doctor, then the pharmacy. When our
customers arrive, they’re greeted in their usual
environment by a staff member who speaks their
language, so in a way they feel back at home.”
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Quick Health operates on a different model than
other retail clinics—while it is located in a retail
setting, it’s staffed by physicians and designed
not just for convenience, but to provide basic
primary care to the uninsured. Quick Health

The AtlantiCare Model

Another variation on the theme is offered by
AtlantiCare—southeastern New Jersey's largest
health care system—which has recently added
six clinics in ShopRite, New Jersey's largest
grocery chain, and plans to have nine by the end
of 2006. Don Parker is president and CEO of
Atlantic Care Health Services and George Lynn,
former board chair of the American Hospital
Association, is its chairman. The clinics will carry
the slogan “HealthCare Rite When You Need It.”

The first store clinic will open in August 2006.
Rather than a kiosk environment, the clinic space
is designed to feel and look like a doctor's office
with an exam room and a nurse practitioner with
a tablet for check in (albeit at 160 square feet a
fairly small one).

AtlantiCare’s goal is to employ HealthRite as

part of what it describes as “a daily interaction”
with consumers about their health care and over-
all wellness. In addition to several hospitals and
clinics, the company owns and operates day
care facilities, nursing homes, and fitness centers
as well as an insurance company, for a total of
57 locations within a two-county area. “We have
a consumer-directed health care plan,” explains
Parker. “We see HealthRite as an extension

of our community presence and our health care
offering and also a way to connect health, well-
ness, and food."”

InstantClinic Clinics

plans to open six to eight additional physician-
staffed clinics by the end of 2006, some in
other Farmacia Remedios locations and others
in partnership with Longs Drugs and another
California retailer.

Services will be provided by nurse practitioners
with physician oversight at an average price

of $49. The clinics accept insurance with the
AtlantiCare health plans (and cash payments for
those without insurance) with a $5 or $10 co-
payment—the same as they would to visit their
physician. The company is also negotiating with
other insurers about covering care provided at
the HealthRite clinics.

The clinics will be equipped with an electronic
medical record (EMR) system, which the
company plans to have connected to the entire
AtlantiCare system—~hospitals and other care
locations—within 18 months.

Parker acknowledges that the new clinics will
compete with AtlantiCare's existing primary care
networks. However he sees that as a plus.

“We believe that we need to create access and
create new models for care.” The idea is to
integrate the clinics into the AtlantiCare system
and offer solo or small-office practitioners the
option to use them for weekend and evening
coverage, among other things.
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Il. Converging Trends in Retail
and Health Care

CONSUMER-DRIVEN HEALTH CARE IS AT THE
heart of the retail clinic trend. In the conventional payer-
provider system, five out of six dollars spent on health care
are not spent directly by the patient.” This is changing as
premiums, deductibles, and copayments rise. In addition,
economic incentives such as FSAs and HSAs are designed to
help consumers manage these rising out-of-pocket expenses,
while forcing them to become more cost-conscious in shop-
ping for health care services.

Retail-based companies are ready to cater to this new kind

of health care consumer by offering what they believe their
shoppers want: convenient basic medical care at a fair price,
stated in advance. If successful, this could change the way
many people receive routine, non-urgent medical care, with
significant implications for insurers and health care providers.
Other trends in health care—such as standards and infrastruc-
ture for electronic medical records, and technological advance-
ments that make testing and diagnostic work compact and
portable—could dovetail with new retail-based care.

The Retailer Perspective

Due to intense competition and consolidation in the retail
industry, grocery and drugstore retailers operate with razor-thin
margins—typically less than 5 percent and sometimes as low

as 1 percent. This forces them to focus heavily on the product-
ivity of their assets by looking for ways to intensify the profits
from existing geographies, stores, inventory turns, customers,

and brands.

Retailers make money primarily by re-selling goods, a business
with several proven strategies. Some retailers negotiate with
suppliers for distinctive products at lower prices (Costco,
WalMart); some create their own private label exclusive brands
(Trader Joes); some have a membership model (Sam’s Club
and Costco); some create better shopping experiences (Whole
Foods); some offer an array of in-store services (Starbucks at
Safeway); and some motivate their employees to offer superior
service (Wegmanys). All, however, face cutthroat economics.
Because margins are tight, retailers rely on alternative revenue
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sources such as slotting fees (fees for shelf space
or position), sponsorship of marketing programs,
and cooperative advertising (payments from
manufacturers for discount coupons and men-
tions in their flyers).

All retailers attempt to allocate space to extract
the most profit possible per square foot and
create a specific shopping environment. For aver-
age-sized grocery stores, there is a gross sales
performance range of $450 to $600 per square
foot per year.” Grocery retailers commonly lease
space to banks at $100 to $120 per square foot,
and to specialty services such as branded coffee or
juice shops at $250 to $350 or more per square
foot. These leases are usually for much smaller
spaces than clinics, and often include a revenue
share that is not possible with clinics due to
federal anti-kickback laws pertaining to the
health care industry. When retailers consider new
uses of space, such as medical clinics, they factor
in a margin of about 15 percent to account for
fixed costs and sales margins of 3 to 7 percent

(see sidebar).

Three kinds of retail stores now host medical
clinics: discounters or mass merchandisers (such
as Wal-Mart) who see clinics as a front-of-store

Table 2: How Retailers Make Money™

consumer service; grocers who see clinics as a way
to increase store visits and “basket” size; and
pharmacies who see clinics as a way to increase
prescription spending. Obviously, while they
might have slightly different priorities, all retailers
hope that a combination of these benefits will
ultimately result in higher profits.

When the clinics are housed in mass merchandise
stores, there is usually an in-store pharmacy as
well. The retailer hopes customers shop while
waiting to be seen at the clinic, fill their prescrip-
tions at the pharmacy, buy OTC medication,

or otherwise expand their “basket” as a result

of their clinic visits. MinuteClinic, arguably the
pioneer of the trend, sees 25 to 30 people per
day in its clinics. Roughly 70 percent of these
become new pharmacy customers, 38 percent
will buy an OTC product during that visit, and
80 percent will make a general merchandise pur-
chase.” Surveys have also shown that 95 percent
of customers diagnosed at Target’s in-store clinics
get their prescriptions filled at the same store.”®
Interestingly, 90 percent of clinic customers came
to the store for the care, not necessarily to shop,
but ended up buying something anyway.

Revenue Example

Retail Sales

Pet food and private label items are high margin; paper products are a loss leader

Slotting Fees
an end-of-aisle display

Consumer Packaged Goods (CPG) companies pay for shelf space—more if it’s

Co-Promotion

Inclusion in weekly circular and in-store marketing collateral

Sponsorship

Suppliers subsidize special events, in-store promotions, sampling programs

Lease Income/

Revenue Share

Banks, video rentals, coffee shops, clinics

Source: Scott & Co.

InstantClinic Clinics
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Crunching the Numbers: The Economic Deal with Retailers

Given some representative economics, a 600-
square foot clinic space might lease for $50 to
$70 per square foot, or $30,000 to $42,000 per
year. Retailers would expect that space to repre-
sent income of about $49,500 (gross sales of
$550 per square foot at a 15 percent margin).”

In this example, this would mean that the retailer
believes it can make up for a margin loss of at
least $7,500 on a clinic’s lease income.

To make up that $7,500 retailers can sell more
goods, attract new sponsorship dollars, and/
or increase the rent the clinic companies pay.
The first option, increasing merchandise sales,
is tough. Retailers would need to sell $150,000
of goods at their usual 5 percent margins—
or close to $3,000 per week—to generate the
foregone income. A successful clinic might
generate 20 to 25 clinic visits a day, or about
150 visits per week, so each consumer would
need to spend an incremental $20 per visit.
Given that the average basket size is less than
$20 across grocery and drug retailers, this
increase in spending is a lot to expect.

Prescriptions are higher margin, so clinics would
only need to drive about $60,000 to $65,000 in
incremental pharmacy sales for the retailer to hit
its revenue targets. This translates to incremental
sales of $10 per visit, which is still a challenge.

Retailers are still testing to see how clinics will
deliver profits for them. For example, HEB is the
largest food and drug retailer in Texas. It hosts
seven RediClinics, each one located in a different
demographic and socioeconomic market. Local
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Sponsorship is another way to make up for fore-
gone revenue. In recent years, retailers and CPG
companies like Procter & Gamble have shifted
their focus—and marketing spending—to in-store
promotions and advertising. According to invest-
ment bank Veronis Suhler Stevenson Partners
LLC, U.S. companies will spend around $18.6
billion on in-store marketing advertising this year,
up from $17.6 billion last year.”® Retailers and con-
sumer packaged goods firms know that 70 per-
cent or more of all retail purchase decisions are
made at the shelf, and sponsorship in the grocery
or drugstore is now a critical communication tool.
For example, pharmaceutical companies sponsor
clinics and in-store health events, using in-store
displays, inserts in store circulars, samples,
coupons, and loyalty programs to increase sales
of OTC products. Clinics represent an interesting
new vehicle for samples, coupons, and product
recommendations by health care providers.

A third approach by the retailer is to increase rent
to $100 per square foot so that there is no need
to make up lost margins. This is already happening
in some stores, but at $100 a square foot, the
clinic operator is assuming significantly more risk.
An increase in fixed costs of about $20,000 to
$30,000 means they need to attract about 5 to 10
incremental customers per day.

customization is minimal, but the company plans
to test different models to see what resonates
with consumers. Similarly, Wal-Mart is working
with 11 different clinic companies to evaluate
contrasting business and care delivery models.
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The Retail “Host” Perspective

Health care benefits for employees are the second
largest expense item for employers after wages,
and the fastest growing cost. For the largest retail
chains, health care costs can literally make the
difference between profit and loss and overall
valuation. Tellingly, the retailers’ same store sales
“comp” target of 2 to 4 percent is similar to the
rise in their health care benefit costs. A recent
study by McKinsey & Co. projects that by 2008
the average Fortune 500 company will be spend-
ing as much annually on health benefits as it
earns in profits.” If employers (retailers or other
employers) can use in-store clinics to provide
basic, inexpensive health care for employees, it
will be worth it even if there are limited revenues
gained from the clinics. The key issues are direct
costs, absenteeism, and employees coming to
work sick.

The Clinic Company Perspective

There are three basic payment models for in-
store clinics based on the payments for services:
100 percent consumer pay, insurer reimbursed, or
mixed, with a consumer copayment.” The clinics
and payers are experimenting because it isn’t
clear what works; one of the first in-store clinics
operated by MinuteClinic in a Target store has
had 150,000 patient visits in five years, but is not
yet profitable. In 2004, MinuteClinic had rev-
enues of under $4 million, up from $2.5 million
in 2003.”

The economics of a clinic company are challeng-
ing. They have high fixed costs (labor and insur-
ance,” I'T; rent, and corporate overhead comprise
85 percent of the cost structure) and minimal
variable expenses (lab tests, supplies). While there
is a range of costs based on the clinics’ space and
services, on average a 450-square foot clinic has
fixed costs of $600,000. Each visit generates an
average of $52, so a clinic needs about 11,500
visits a year—220 per week or more than 30 per
day—to break even. The bottom line is that clin-
ics need to see two to three people every hour.

InstantClinic Clinics

The Payer Perspective

The first in-store clinics asked consumers to pay
100 percent of the cost of their visits, so insurers
were not involved in the equation. However,
in-store clinics quickly came to seem like a good
idea for the insurance companies. As attracted as
they were by the potential cost savings, however,
many insurers were also nervous that clinics
would increase their subscribers total health care
visits, rather than acting as a cheaper substitute
for care they would have received elsewhere.
Once the initial usage patterns indicated that
the clinics did not appear to increase overall
demand for medical services, the insurers were
sufficiently encouraged to begin covering retail
clinic services.”

One reason the clinic operators didn't initially
accept insurance was because the claims process
is extremely inefficient and expensive for the
provider. Billings-related expenses account for
about 30 percent of the operating costs of a
physician’s practice (this includes staffing, docu-
mentation, I'T, delays in accounts receivable, and
unpaid claims).” The economics of in-store
clinics cannot support such overhead. In 2004,
MinuteClinic in Minneapolis began to work
with Blue Cross and Blue Shield plans to find an
approach that made sense for the retail clinic
model. The plans would have to change their
paper and people-intensive process (including
multiple claims rejections and negotiated fees) to
a radically simplified system: 100 percent pay-
ment for 100 percent of claims within 10 to 14
days. Despite its usual adherence to a conven-
tional claims process, the insurer agreed to a trial
that used periodic random claim audits instead
of individual reviews. The system remains in
place and is a model for other clinic operators
and insurers.
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About 40 percent of clinics now accept insur-
ance, although this varies by location.” Some
insurers have completely eliminated copayments
for in-store clinics in order to encourage their
subscribers to use the lower-cost services and
preventive care. This represents a sea change for
insurers—they have had to adjust their IT
systems, payment processes, auditing protocols,
relationships with other health care providers,
and fundamental business models. If all insur-
ance companies followed this approach, it would
mean that clinics would operate on a radically
different (and more favorable) economic basis
than other care kinds of care providers. It could
also give consumers a significant incentive to use
the clinics—a total reversal of the clinics’ original
premium-for-convenience concept.

Consumer Attitudes

In the era of consumer-driven health care, the
consumer can decide how, when, and where to
seek health care services from a wide range of

options. Retail-based businesses are ready for this.

They are intensely consumer-centric, continually
probing what shoppers want and using a battery
of metrics and tests to evaluate whether their
marketing approach—the blend of product,
price, place, and promotion—is working. Most
conventional health care providers simply don’t
think this way about their patients. In the retail
world, the lifecycle for product innovation/
concept renewal is between two and six years,
compared with an average of seventeen years for
medical innovations.®

Not much is known yet about consumer atti-
tudes toward clinics, given how few are in
operation and how often the care models have
changed. It is obvious that retail clinics will
require significant behavior changes for con-
sumers. They will have to accept care in a differ-
ent location, from a different type of provider,
with a different payment process, and even
though the clinics are obviously convenient, that
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might not be enough to incite change. Take an
example from financial services: The first ATM
was installed outside a bank in 1967; there were
widespread installations in the early 1980s; and
the machines gained broad acceptance and usage
in the early-1990s. So consumers proved willing
to adopt a more convenient alternative to bank
tellers—after about twenty years.”

For a limited range of conditions, retail clinics
will be a new choice for consumers who might
otherwise go to primary care or urgent care
providers. These consumers will consider how
much treatment costs at one provider or another,
how long it takes, and how effective it is.

Retailers often rely on rapid testing and market
research to evaluate consumer attitudes to new
product concepts. This includes online surveys to
gauge consumer interest, test new products,

and understand which features to emphasize in
marketing communications. While far from
comprehensive studies, these surveys and focus
groups can give retailers a sense of consumer
readiness for a new service, an indication of price
sensitivity, and a better understanding of how
consumer spending decisions are made.

One such rapid-response survey asked consumers
where they would seek treatment for a sore
throat, assuming their regular doctor was not
immediately available. Respondents’ first choice
was urgent care clinics, their second choice was
to wait for their family doctor and their third—
with a response rate of approximately 20 to 25
percent—was the emergency room (30 percent
for those without a family doctor).” Suspected
strep throat is the most common complaint at
retail clinics, accounting for one-third of all
visits.” Strep throat is a bacterial infection that
can be accurately and easily diagnosed from a
throat culture that is evaluated in the clinic or
sent to a lab. Treatment usually involves a pre-
scription for oral antibiotics. Figure 1 compares
the cost to treat a strep-throat patient at different
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delivery sites. While it is cheaper for the
insurance company to deliver service through
the retail clinic, it can be three to four times
more expensive for the consumer—assuming
that consumers don’t put a dollar value on
their time.

There are some early indications that con-
sumers are willing to try retail clinics.
However, large majorities also have concerns
about them. A report published by Harris
Interactive indicated that only 7 percent of
adults had actually used the clinics, but
among those, 92 percent were satisfied with
the convenience and 89 percent were satisfied
with the quality of care they received.” But
three-quarters of those surveyed were worried
that serious medical problems might not be
accurately diagnosed at a retail clinic.

Consumers have readily taken advantage of
workplace clinics, flu shot clinics at drugstores,
and screening clinics outside of their primary
care physicians’ offices. The aforementioned
rapid response survey showed that consumers
with restricted access to quality health care
were more likely to try retail clinics: low-
income respondents (49 percent), Latinos (51
percent), those with poor or limited insurance
(54 percent), the uninsured (56 percent), and
those without a family doctor (60 percent).

Both low- (under $50,000) and high-income
($100,000 and above) respondents were more
likely to use the clinics than middle-income
ones. Latino and low-income consumers were
the most likely with 71 percent indicating they
would probably try them.

Safeway recently conducted an employee sur-
vey” and found strong interest in a retail clinic
located on its main campus, with 47 percent of
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Figure 1: Cost of Care Comparison

Cost of treating a patient for strep throat

$328
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Source: Health Partners, 2005

employees indicating they were likely to use such
a clinic (increasing to 66 percent if it were free).
The respondents saw clinics as a convenient sup-
plement to their regular physician, with 77 per-
cent of employees requesting that a record of
their visit to be sent to their own doctor.

The Safeway survey also found that 42 percent
of their employees would be willing to try a
clinic, while a third said that they “might / might
not use the clinic” and 42 percent agreed that
receiving care from a nurse practitioner was
acceptable.”
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Technology Trends
Supporting Retail Clinics

Affordable, compact diagnostic devices and
evidence-based clinical software are keys to the
viability of retail clinics. The FDA continues to
approve tests with CLIA waivers.”” These tests
enable rapid, accurate testing of blood pressure,
glucose, and cholesterol, as well as common con-
ditions such as strep throat, UTI, and pregnancy.
Meanwhile, miniaturization of medical devices
means that these clinics can have sophisticated
equipment such as an ultrasound machine that is
smaller than a laptop at affordable prices.

Several of the major retail clinic operators use
proprietary software systems to control the quali-
ty and scope of care and support their clinicians’
decisions with evidence-based medicine. Patient
information is entered into a computer program
where it is sorted and matched to a knowledge
base. The program provides a decision tree that
supports specific assessments or recommenda-
tions and ensures that any conditions outside
of a narrow scope of treatment are immediately
referred elsewhere.
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Investor Trends

Another key driver for clinics’ rollout is the
availability of capital. There is an appetite in the
investment community for innovation in health
care delivery. Clinic companies are attracting a
lot of attention because of their revenue and
margin potential, and because there are few other
options for entrepreneurial investment in health
care services. In fact, in 2005 only 3 percent of
health care venture capital funding in the United
States went to services.” Take Care Health
Systems recently received $77 million in venture
funding from Petty, O’Keefe & Company;
RediClinic was funded by Revolution LLC
(backed by AOL founder Steve Case), which
bought a minority interest in RediClinic’s

parent Interfit; MinuteClinic is backed by Bain
Capital Ventures; and SmartCare just received
an undisclosed amount to back its expansion.”
These investments demonstrate that if the clinics
prove viable and have committed retailers behind
them, then the clinic companies will be able to
attract sufficient capital for rapid expansion.
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lll. Retail Clinics and the Health Care
Delivery System

GIVEN THE MANY CHOICES CONSUMERS HAVE
to treat acute episodic ailments, how will the retail clinics
compete against or integrate with urgent care clinics, hospital
emergency rooms, and primary care physician practices?

Retail-based clinic companies are very careful to distinguish
their services from emergency care and primary care providers.
They train their staff to refer away any unusual or potentially
complicated cases and randomly audit their practitioners

on a regular basis to be sure that these standards are being
followed.*® When there is some potential overlap of services,
the clinics proceed with caution, even if it means foregoing
revenues. For example, all three Quick Quality Care locations
in Florida Wal-Marts have fully outfitted x-ray rooms with
lead-lined walls but are not yet using the equipment because,
according to CEO Jack Tawil, “we want to be clear that we're

not an urgent care center.””

Primary care physicians, whose practices overlap substantially
with retail clinics, have been vocal about the downsides of this
new site of care. They have expressed concerns about quality
and continuity of care, especially in handling patients with
serious or chronic conditions (see sidebar). People with chronic
conditions are theoretically attractive to retailers and clinic
companies—they are potentially very profitable repeat
customers—but critics are quick to point out that clinics are
not set up to function as a “medical home” for patients with
chronic disease.

In response to these concerns, the clinic operators have been
firm about their limited scope of practice. For instance, all of
them offer treatment for seasonal allergies but most do not
treat asthma. Most do not treat chronic conditions such as
diabetes. The clinics also form strong referral relationships with
doctors in their communities before they open. Sometimes
the referral process even works the other way. Michael Howe,
CEO of MinuteClinic, says, “In established markets, when
physicians understand the model they refer patients to
MinuteClinic. For example, on weekends when patients call
in, the doctor can say if it’s within the MinuteClinic [scope of
practice], so our clinics allow primary care physicians to pro-
vide their patients with a better experience... and it frees them

up to focus on high-risk or chronic conditions...”*
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In terms of integrating patient information with
other providers, all the clinic companies inter-
viewed indicate that they keep centralized
electronic medical records that are accessible
from any of their locations. These records include
a brief medical history taken at the time of serv-
ice, prescriptions, and test results. If requested,
the clinics will print a copy of the record from
each visit for the consumer, but they do not
electronically transfer the medical records to the
PCP or referred physician. Each of the clinic
companies indicates that they have invested in
software to enable the collection and storage of
data for patient records in compliance with

state and federal regulations. In terms of electron-
ically sharing records, MinuteClinic medical
director Woody Woodburn says, “were ready to
push out data, we're just waiting for national
standards for interoperability.”* AtlantiCare
plans to integrate its EMR across its retail clinics,
hospitals, urgent care, and primary care locations
within 12 to 18 months.

For consumers with insurance, retail clinics can
cost more out of pocket than typical copayments
for care at other sites. Even clinics that accept
insurance usually charge $20-25 for a visit
(insurers simply discount the standard “menu
price” of care by some amount), compared with
$10 to $25 copayments for physician office visits
and $20 to $100 copayments at the ER. Clinics
that don’t accept insurance cost much more out
of pocket and the charges may or may not be
reimbursable if submitted to the insurer. Until
this payment disincentive is resolved, clinics will
continue to appeal mainly to high-income con-
sumers who are willing to pay more for conven-
ience, and uninsured consumers who either have
no cheaper alternative or cannot afford the wait
times or missed work that a visit to a clinic or

ER typically entail.
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The American Academy of Family Physicians
(AAFP) recently published guidelines for
“desired attributes of retail health clinics”:

* A well-defined and limited scope of clinical
services;

* Clinical services and treatment plans that are
evidence-based and quality improvement-
oriented;

* Formal connections with physician practices
in the community, preferably with family
medicine practices, to provide continuity of
care. Other health professionals should oper-
ate only in accordance with state and local
regulations and should be part of a care team
operating under physician supervision;

* Codified systems for referring patients to
physicians when patients’ symptoms exceed
the clinics’ scope of services;

* Use of electronic health record systems—
preferably, systems that are compatible with
the continuity-of-care record supported by the
AAFP—that can communicate patients’ infor-
mation with the family physicians’ offices.

Source: AAFP News Now,
“AAFP Defines Ideal Retail Health Clinics,” 1/3/06
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IV. Key Issues and Early Conclusions

InstantClinic Clinics

WHETHER RETAIL CLINICS ARE A FLASH IN THE
pan or become a permanent part of the health care landscape,
their emergence and the reaction of consumers and providers
to them raises a series of interesting issues.

How will changes in benefit design influence consumers’
willingness to use retail clinics? As the cost of health care
continues to rise, employers and governments will continue to
shift some of that burden onto employees and will structure
incentives for them to seek cheaper care. In the past few years,
employers offered reduced copayments for generic prescrip-
tions along with significantly higher copayments for brand
name drugs, and consumers responded by opting for generics
more frequently. Insurers have already begun to offer a similar
financial incentive to use a retail clinic versus the more expen-
sive family doctor, urgent care, or emergency room options.
Given the rising number of employers offering high-deductible
health plans, this paradigm of consumer financial incentives
and disincentives has already started to change the way
Americans select and receive health care. Will rising out-of-
pocket costs provide an incentive for treatment of minor
ailments in this lower-cost setting?

Will the clinics be profitable, and if so, how? The clinic
companies profiled in this report and the others emerging
operate under very different business models. The industry is
in its infancy, and experimentation with locations, partner-
ships, and strategies for profitability will continue. Retail clinic
“hosts” (the retailers in which the clinics are located) are also
looking for new profit centers, and will continue to experiment
as they seek to benefit from the presence of on-site clinics.
Will retail clinic companies and retail hosts develop mutually
beneficial business models? What lessons will retail and health
care learn from one another along the way? Retail experts
believe that, for the retail hosts, providing access to health care
is not a goal in and of itself, because retailers’ primary com-
mitment is to their customers, their employees, and their
shareholders. Will they be able to satisfy their shareholders

while pursuing this new line of business?
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How will the provider community respond?
The American Academy of Family Physicians,
American Academy of Nurse Practitioners,

and American Medical Association have all gone
on record with opinions about retail clinics.
Physician groups urge close physician oversight
of non-physician providers working in the retail
clinic setting, and nurse practitioners point to
the needs of uninsured and under-insured
Americans and the potential of retail clinics to
offer access. As the clinics become more wide-
spread and more patients and providers have
experiences with them—positive and negative—
will providers embrace retail clinics as a cost-
effective, appropriate adjunct to a primary care
provider? Or will physicians and others in the
industry reject the clinics?

How will policymakers and regulators
respond? Most states regulate retail clinics as
physician practices. If clinic expansions play out
according to clinic companies’ projections, they
will undoubtedly attract more regulatory atten-
tion. How will quality standards for this category
of provider be set and monitored? Will regulators
embrace the clinics as an extension of access into
the health care system and a more convenient
patient care proposition? Or will they create bar-
riers to their proliferation? Will scrutiny of this
care delivery setting prompt more scrutiny of
other settings?

Will retail clinics push change in the health
care system? The emergence of retail clinics has
caused physician organizations to offer guidance
to their members to consider cutting wait times,
offering more convenient office hours, and mov-
ing toward price transparency. Will retail clinics
prompt convenience and quality improvements
in the “mainstream” health care system? Will
these clinics be embraced as a positive alternative
to physicians’ offices for those services that
physicians are “overtrained” to provide and not
well compensated for, or will they be seen as
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second-tier medicine? Will retail clinics produce
insights for the broader industry on how to
lower the cost of care?

Will retail clinics move into “stay well” care,
chronic care and alternative therapies? While
surveys to date indicate that patients with chron-
ic conditions are not as positively predisposed to
retail clinics as others, will some clinic companies
develop compelling chronic care services? Many
clinics already offer immunizations, screenings
and physicals, nutrition counseling, and other
“stay well” services. Will this broadening of the
service scope continue, and it so, in what direc-
tions? In 2005 total visits to complementary and
alternative medicine providers exceeded those to
physicians, and consumers spent more than $27
billion out of pocket.” Will retail clinics move in
the direction of offering these types of services?

How will clinics connect to the health care
delivery system? The companies profiled in

this report connect with the mainstream health
care delivery system in a variety of ways, from
referring patients to primary care physicians to
providing copies of visit records. Response from
provider organizations has so far been mixed, with
some expressing enthusiasm and others caution.
Will the industry evolve so that retail clinics form
mutually beneficial partnerships with hospitals,
community clinics and physicians offices, or will
they remain outside the mainstream?

What kinds of experiences will consumers
have? Retail clinics are a market phenomenon—
people elect to use them and generally pay out
of pocket. As more Americans use the clinics we
can expect them to “vote with their feet.” People
are frustrated with the current system, and most
surveyed to date are open to trying clinics but
worried that they might be misdiagnosed.” How
will the American public weigh in as they begin
to experience care in the retail clinic setting?
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