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THE BUSINESS—
DRUG & ALCOHOL TESTING

My brother Jimmy Joe had to re you ready for entrepreneurship? You are thinking about getting into the Drug &
be drug tested the other day : Alcohol TestAin.g BusAiness,Ait sounds great—.b‘ut wheAr‘e do you start? Th.ere Ais lot to

consider, some of it is basic business and a lot of it is specific to the drug testing industry.
and I think I could make a With some experience behind me starting a drug testing business from scratch I will guide
lot of money doing that. How you with information to help you formulate your plan of action.

. . . Let’s start out with some basic information about the drug testing industry to help un-
do I getinto this drug testing derstand what you are getting into and what your options for your business model will be.
business?—The Drug & Alcohol First off, we are talking about drug testing in regard to testing individuals for illegal drugs
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Testing Industry Association or illegal abuse of legal drugs (prescription). Major uses of drug testing are to detect the
presence of these drugs in applicants selected to be hired for a job, existing employees, in-

(DATTA) office receives questions dividuals involved in sports, probationers, parolees, students, parents in child abuse cases,

similar to this one, and quite often. and in many other unique situations.
. . . Is there a continued market share available in this industry? Yes absolutely. Veteran
S0 let's see if we can provide the industry consultant Bill Current with over 25 years experience with drug testing stated
answers and get Jimmy Joe into "While the sluggish economy has slowed virtually all industries in the United States, drug testing
the business. wp sales are good in 2011. This is because after 30 years most employers recognize that drug testing
is an essential element of running a profitable business. Drug testing providers still have to work
hard, but drug testing is not going away. For that reason, it’s a great business to get into.”
The November 2010 edition of HR Magazine reported that an estimated 54 million
full-time civilian workers said their employer has tested workers for drug use. So there is
a market for this business. In fact the U.S. drugs of abuse testing market segment gener-
ated revenues of $1.4 billion in 2007. This is expected to reach $2.0 billion in 2014. This
was reported by BCC Research providing over 35 years of experience in market research

reports and in-depth industry analysis.
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The U.S. drugs of
abuse testing market
segment generated
revenues of $1.4
billion in 2007.
This is expected to
reach $2.0 billion
in 2014.
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How does all of this drug testing hap-
pen? There are segments of the industry
with various industry players. You will need
to think about which segment or segments
of the industry that are the best fit for you.
Some new businesses start out in one
segment and grow into a few others, some
folks jump right into providing many of the
services offered by each industry segment.
Let’s take a look at each of the players and
you can get an idea of what direction you
might want to explore; these players are
referred to as service agents (SA) by the
United Stated Department of Transporta-
tion (DOT) and in general are the service
providers for the drug and alcohol industry.

Specimen Collectors (the collector)—
These folks operate on a mobile basis trav-
eling to and from client locations and/or
work from a brick and mortar facility. The
specimen collector works directly for the
client, the laboratory, the third party ad-
ministrator (TPA) or others. The collector
is collecting a biological specimen (urine,
hair, blood, sweat or oral fluid-saliva) for a
testing device or a laboratory to determine
the presence or absence of specified parent
drugs or their metabolites.

Collection Site: A facility where
specimens are collected. This could be the
employer place of business. Typically this
is a brick and mortar facility, it could be
a TPA office, a medical facility, hospital,
occupational health clinic, walk in clinic,
doctor’s offices—any type of business that
might have a set up and employ collectors
to collect specimens. Major laboratories
such as Quest Diagnostics and LabCorp
operate brick and mortar facilities that em-
ploy collectors to collect specimens; these
are commonly referred to as Patient Service
Centers (PSCs). Other laboratories have
contracts with occupational health clinics,
walk in clinics, doctor’s offices and other
facilities that operate brick and mortar
facilities to collect specimens.

Breath Alcohol Technician (BAT) and/
or Screening Test Technician (STT)—

commonly a collector also, the BAT or STT
is a person who instructs and assists persons
in the alcohol testing process and operates
an evidential breath testing device (breatha-
lyzer) or alcohol screening device. These
folks also operate on a mobile basis traveling
to and from client locations and/or work at
collection site; they also work directly for
the client, the laboratory, the third party
administrator (TPA) or others.

Laboratories (Lab)— After collection
from the donor, a specimen is sealed with
a tamper-evident seal and sent to a labora-
tory for analysis. The primary advantages
of utilizing a laboratory for testing include
compliance with regulations, accuracy, legal
defensibility, and the ability to customize
tests for a particular demographic group.
Alaboratory is a brick and mortar facility
that does the testing, not the facility that
collects the specimen. Folks get confused
about this and say I'm going to the lab for
my drug test, they actually mean they are
going to the collection site for specimen col-
lection, A very big investment is required to
own and operate a laboratory.

Instant Testing Manufacturers and
Distributors— On-site instant or rapid
drug testing is becoming more widely
used as a more cost-efficient method of
effectively detecting drug abuse amongst
employees, as well as in rehabilitation pro-
grams to monitor patient progress. These
instant tests are available for both urine
and saliva testing. These instant test kits are
visually read and subject to interpretation
by the collector. They provide an indication
of drug use within minutes but they are
only equivalent to the immunoassay stage
oflaboratory testing; confirmatory labora-
tory testing is required for test results that
are not negative. There are many industry
players in the business of just selling these
test kits as a distributor of products. Also,
many service providers use these kits in
conjunction with other testing methods
and services they make available to their
clients. Note that under some state laws as
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well as DOT rules and under HHS rules
for Federal workplace drug testing, these
instant-testing devices cannot be used.

Medical Review Officer (MRO)—A
Medical Review Officer (MRO) is a person
who is a licensed physician and who is
responsible for receiving and reviewing
laboratory results generated by an employ-
er’s drug testing program and evaluating
medical explanations for certain drug test
results. The MRO receives the laboratory
drug test results from the lab and reports
the results to the employer. Many TPAs
have in house MROs working for them.

‘Walk In Clinics, Hospitals, Doctors
Offices, and Occupational Health
Clinics—All of these types of facilities
might be in the drug and alcohol testing
business perhaps as collection sites, third
party administrators (TPA) and/or Medical
Review Officers (MRO). All are potential
competitors and/or potential clients and
most definitely potential strategic partners.

Employee Assistance Program (EAP)
Provider—EAPs are employee benefit
programs offered by many employers, many
times in conjunction with a health insurance
plan. EAPs help employees deal with personal
problems that might adversely impact their
work performance, health, and well-being,
EAPs generally include assessment, short-
term counseling and referral services for
employees and their household members.
Employers will refer employees with drug
and/or alcohol problems to the EAP.

Substance Abuse Professional (SAP)—
Under DOT regulations, the SAP is a person
who evaluates employees who have violated
a DOT drug and alcohol program regulation
and makes recommendations concerning
education, treatment, follow-up testing, and
aftercare. There are credentials and certifica-
tions required for one to be a SAP.

Third Party Administrator (TPA)—
This is basically a service provider that
provides two or more of the services
involved in the drug testing process. A TPA
might coordinate for an employer the entire
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process of the specimen collection, breath
alcohol testing, the laboratory testing, the
review and reporting by the Medical Review
Officer (MRO) thereby providing all of
these services under a one stop shop. A
TPA will typically provide everything to the
employer client to keep the client in compli-
ance with the applicable regulations—DOT,
State Laws etc.

So now you have an idea of the various
players involved in the industry, you can
think about where you might fit in. Some
folks might start out as a collector and a
BAT providing specimen collections and
alcohol testing to various employers and on
behalf of TPAs and or Labs. This can be a
home-based business or can be a brick and
mortar facility—a collection site.

First, now that you have a general idea
of what this business looks like, you will
need to consider some basics in starting a
new business. Most importantly, do you
really want to operate independently and
be the person making all the decisions and
shouldering all the responsibility?

This is a question that needs serious
thought and will determine if you have the
entrepreneurial qualities needed to go out
on your own. Also, you must think about,
discuss and plan for the following:

Write a Business Plan: A good business
plan should include a description of what
you are selling, who the prospective cus-
tomers are, how you plan to promote, how
much money is needed for start-up costs
and what are your projections for revenue
and expenses.

Legal Format of your Business: The
basic legal forms of business ownership are
sole proprietorship, partnership, limited li-
ability corporation (LLC) and corporation
(Sub Chapter S or C Corporation). Talk
to an attorney and your accountant about
what makes sense for you and the business
you are considering.

Show me the Money: There are three
ways to finance start-up costs: use your own

money, obtain a loan, or find investors. If

A laboratory is a
brick and mortar
facility that does

the testing, not
the facility that
collects the
specimen.
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SMALL BUSINESS
ASSISTANCE RESOURCES

= 11.5. 3mall Business
Administration, www.sba. gov

m Office of 3mall Business
Develocpment Centers
(centers located in every State)

= Inc Magazing, wwnaninc. com

= Entrepreneur Magazine Small
Business Hesource Center,
WAL ENATE IS, GG

m ZCORE, Wan 5C0Te.0Tg

possible, it is betterto start small, use yoar
savings, and not worry about repaying a debt.

Asgistance with the business plan, choosing
afegal format, financing yourbusiness
and many ather basic basiness aspects of
what you need are available in your [ocal
camrmanity. Check with yourlocal Chamber
of Commerce, Small Business Developime nt
Qe {part of SBA, every Skate bas these)
or yoar local SCORE organization in order
Ea access the assistance that is available. Also
check the Internet, there are many resources
available just by 2 Google search far starting
a new basiness! Cantirmae to educate yourself
with magazines such as Business Week, INC,
Fast Company, and Entrepreneur. Check gut
and gef Rmiliar with the [ocal BizJournal in
yourarea.

Another big consideration, is whether you
are ahle to purchage an existing business? You
might want fo speak with a business broker
{one that specializes inthe drag testing indas-
Ery). Are you gaing bo start from seratch or
perbaps you will want to look at possibilities
for franchising and/or business appartani-
ties. There are franchise opportunities in the
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drug testing industry along with business
apportunities. What'’s the difference?

Adranchise is a right granted to an
individual or group ko market a cormpany’s
goods or services within a certain territory
ot [oeation. Franchising allows entrepre-
neurs to be in business for themse[ves,
bat not by themselves. There is usaally a
much higher [ikelihood of success when an
individual opens a franchise as opposed to
a mom and pop business, since a proven
business formula is in place. The products,
services, and business operations have
already been established; ongoing support
is provided from the franchisor.

Abusiness opportunity is [ike a "busi-
nessin a box” a5 you are provided every-
ehing yon need o get started. You are grant-
eda [icense £o do business in a way that bas
everything set up for you in advance. The
license is the anly purchase made, rather
than parchasing an entire frasiness made|
with franchise fees and marketing fees.

Ttis important £ keep in mind that there
are positives and negatives to both franchises
and licensed basiness opportanities. Evalu-
ate each type of opportanity thoroughly
£o decide what woold work best foryou A
search of members of the Drug & Aleahol
Testing Industry Association (DATIA) lists
several franchise and business oppor tanities.

Anather aption is to hire a consaltant to
Belp you with the start up process of youar
business; there are consultants available
within the drayg testing industry and this
type af cansulting could help you in the
shart term getting up and running and
avoiding mistakes.

S0 now youhave done a [ot of research,
made 1 [of of decisions, put a basic business
plan together and you are ready to get started.
Let's agsume o are starting ot as a collector
and ag your business grows you might want
Eo apenup a collection site and then gnee
you are more established you may want to
become 2 third party administeator (TRA).

Refer back to your Basiness plan, work on
the initial steps. Check with your [ocal au-

tharities {city, county) For requirements for
accupational licenses which are sometimes
even required for a home baged business. As
previously mentioned there are resources to
belp you with this kind of stuff such s the
[ocal Small Business Drevelopment Center.
Getyour basic business supplies in order—
business cards, office supplies, 2 computer;
perhaps alaptop if you are going to be mo-
bile. Youneed a business bank accoant and
perhaps a PO Box address. Insurance isa
st for a Basiness, DATTA hag an endorsed
insurance carrier you can check out; they
knew the drag testing induséry. You will
also need some software sach as Microsoft
Qffice and perbaps 2 billing and 2ecqunting
systern such ag Quick Books; severa DATIA
members offer specific software tohelp vou
manage your driag eesting business.

Lots ofplanning and decision making is
invalved in apening a basiness. In the drag
besting industry anless youbave extensive
specialized training, ehe bvo main areas for
getting inko the industry are in collections and
TPAmanagement. Lets start with collections.

1fyou are ready to become a coffee-
tor, you hawe to be trained and demaon-
strate proficiency as a collector. This
is required for DOT mandated testing,
many state [aws and HHS guidelines for
Federal workplace drug testing programs.
You can get Eraining fram DATIA; check
out the web site wwwdatia.arg farin-
formation regarding online training as a
Certified Prafessional Collectar (CPC).
There is not a specific license to be a
collector {but always check state & local
[aves), bt the training and proficiency
is critical ko the success of your busi-
ness. Now youwill need supplies. You
can sef ap a contract with a [aboratory
Eo test specimens on your behalfand
they will provide you supplies inclad-
ing specimen collection cups, castady
and control {CCE) forms and shipping
supplies to get the specimens to the [ab
once collected. Also, iWyouwill be doing
breath alcahol testing you will need to
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get trained and show proficiency for this
testing also. You will need to invest in an
evidential breath testing device (breatha-
lyzer) and the training required for using
and properly maintaining the device. You
can find suppliers for these devices and
the training on the DATIA web site by
searching for a DATIA member within
the category—Alcohol Testing Instru-
ments or Alcohol Testing Supplies.

Now you need customers. Get out
into the business community and meet
people, network and network some
more. Be prepared with business cards,
and with your elevator speech on what
you do and how it can help a business
owner. Contact all laboratories that do
drug testing, let them know that you do
specimen collection and BAT in your
area. Join DATIA so you get listed in the

-
HROMOSOMAL
ABORATORIES, INC

* AABB accredited

* Friendly and knowledgeable staff
* Competitive and affordable pricing
* Rapid Results (2 business days)
* Easy to read results

* Free collection supplies

* Simple paperwork

* Complimentary express shipping
* Sample receipt confirmation letter
* Marketing support

* Marketing supplies

* Electronic case submittal

* Electronic reporting

* Affiliate referral program
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searchable database so when someone
goes to the DATIA web site looking for

a collector, your name comes up in your
area. Contact third party administra-

tors (TPAs) and let them know you are
available for collections in your area. You
have a service to provide, you will have to
do everything possible to make sure that
anyone who needs your service knows
who you are and how to contact you.

So now you are in business. It is hard
work don’t forget this. You can make it hap-
pen, be enthused with everyone you meet.
Always remember to have a plan, for those
who fail to plan—plan to fail.

Don’t miss Part 2 of this great article in
the next issue of DATIA Focus which will
discuss many of the questions that come
into the DATIA office about getfing into this
business along with evolving your collector

or collection site business into a Third Party
Administrator (TPA) business. I

Joe Reilly entered the world
of drug testing in 1993, he is
well known throughout the
industry and considered an
expert on workplace drug
testing issues. Joe served for
nine years on the DATIA Board of Directors
and served as Chairman of the Board from
2004-2008. Joe sold his business Florida
Drug Screening in 2007 to CBC Companies
(Columbus, Ohio), he retired from the firm

in 2009 and currently continues to invest in
and manage both commercial and residential
properties in Central Florida. He is also active
in assisting buyers and sellers in the drug
testing industry work through the merger and/

or acquisition process.

patia focus

13



