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1. Introduction 

The Indian Healthcare industry is expanding phenomenal ly. Availabil i ty of latest technology in 
diagnost ics & treatment devices, Wor ld-c lass infrastructure and nursing care - factors that have 
further empowered medical pract i t ioners and enabled them to deliver heal thcare that consistent ly 
meet international standards. India's IT capabil i ty has made signif icant contr ibut ions in heal thcare 
administrat ion, and helped improve eff iciencies and control cost of care del ivery.The "high qual i ty-
low cost" care del ivery is dominated by the private healthcare providers who account for 6 5 % of 
the domest ic healthcare needs. The growing Indian middle class (450 mil l ion) wi th higher 
d isposable incomes is driving this demand for quality healthcare. This segment of people is wel l 
informed on the latest developments in healthcare delivery and is wil l ing to pay for their heal thcare 
needs. The Indian healthcare providers have also emerged as signif icant players in the 
international market making India a preferred 'Health & Medical Tourism Destination' 

Wi th new terms such as health tour ism, heal thcare outsourc ing and medical back off ice suppor t 
being bandied about, g iven the right mix of government push and private sector initiative India 
could emerge as a cost-effect ive heal thcare service provider in Sou th As ia and Southeast As ia 
and indeed to the rest of the wor ld. Some of the latest t rends are qui te interesting. The Brit ish 
government is contemplat ing to fly its ci t izens down to India for t reatment to clear up long wai ts 
for t reatment and surger ies in Brit ish hospitals. Hospitals in Kolkata have long queues of pat ients 
f rom Bangladesh wait ing for appo in tments wi th Indian medical special ists. And, now, the bus 
service between India and Lahore has opened up new opportuni t ies for the people of Pakistan to 
avai l of better qual i ty heal thcare in India. 

The statistics are impressive. Accord ing to India's ministry of external affairs, the Indian heal thcare 
industry, which compr ises hospital services, healthcare equipment , managed care and 
pharmaceut icals, is poised to grow 13 per cent annual ly for the next six years. India could emerge 
as a major player owing to its h igh populat ion. Accord ing to the Insurance Regulatory and 
Development Authority, the Indian healthcare industry has the potential to show the same 
exponent ia l growth that the sof tware and pharmaceut ical industr ies have shown in the past 
decade. Only 10 per cent of the market potential has been tapped till date. 
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The growth of the healthcare industry is to be fuel led by the rising purchasing power of the Indian 
middleclass, wh ich is wil l ing to shell out more for quality healthcare that is today more avai lable 
than, say 50 years ago, thanks to the involvement of the private sector in the healthcare industry 
and hospital management . Wi th the kind of interest in avail ing of Indian healthcare services shown 
by other countr ies, the growth could be more than what has been calculated, feel industry 
watchers. Privatization of healthcare in India is the key to the resurgence of this sector. A Central 
Bureau of Health Intell igence study indicates that a majority of Indians of the middle- and 
h igh- income groups have conf idence in healthcare products and services offered by private 
hospitals than the government-owned heal thcare agencies. On an average, private healthcare 
service is 60 per cent more expensive than the government -owned ones. 

2. Market Overview 

Heal thcare has emerged as one of the largest service sectors in India. In 2004, nat ional 
heal thcare spending equaled about 5.2 per cent of nominal GDP, or about US$ 34.9 bil l ion 
( IBEF2005). Heal thcare spending in India is expected to rise by 12 per cent per annum through 
2005-09 (in rupee terms) and scale up to about 5.5 per cent of GDP, or US$ 60.9 bil l ion, by 2009. 
Other est imates suggest that by 2012, heal thcare spending could contr ibute 8 per cent of G D P 
and employ around 9 mil l ion (mil l ion) people. From a pan-India perspect ive, present ly there are 
more than half a mil l ion doctors employed in 15,097 hospitals. Addi t ional ly there are 0.75 mil l ion 
nurses, w h o look after more than 870,000 hospital beds. During the previous decade, the number 
of doctors has increased by 36.6 per cent. A n est imated 30 per cent of medical pract i t ioners hold 
special ist Qual i f icat ions 

Table 1 
National Health care indicators 

Particulars 2004 2005 2006 2007 2008 2009 

Life expectancy average years 64 64.3 64.7 65.1 65.4 65.8 

Health care spending RS billion 1582 1763 1967 2216 2463 2771 

Health care spending US $ 34.9 40.4 45.7 52.1 56 60.9 

Health spending as % of GDP 5.2 5.3 5.3 5.4 5.4 5.5 

32 37 41 46 49 53 

Source: US Census Bureau; Economist Intel l igence Unit. 

Accord ing to a week -TNS survey conducted in January 2005 All India institute of Medical 
sciences, Delhi topped the list fo l lowed by Apol lo hospitals Chennai 
Table 2 gives the list of top 11 hospitals in India. 
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Table 2 
List of Top 11 Hospitals in India 

Rank Hospital 

1 All India Institute of Medical Science, Delhi 
2 Apol lo Hospitals, Chenna i 
3 Post Graduate Institute of Medical Educat ion & research, Chandigarh 
4 Chrsitain Medical Col lege, Vellore 
5 Sankara Nethralaya, Chennai 
6 Bombay, Hospital, Mumba i 
7 National Institute of Mental Health and Neurosciences, Bangalore 
8 Jaslok Hospital, Mumba i 
9 Sanjay Gandh i Post Graduate Institute of Medical Sciences, Lucknow 
10 Jawaharlal Institute of PG Medical Educat ion & Research, Pondichery 
11 Tata Memoria l Hospital, Mumbai 

Source: The week TNS survey, 2005 

3. Health care market drivers 

3.1.Growing incomes and literacy bode 

Much of India's healthcare expendi ture comes f rom private patients' pockets, primari ly the higher-
income households. Tertiary-care treatments tend to be expensive. The top 33 per cent income 
earners in India accounted for 75 per cent of total private expenditure on healthcare in 2004 
(1BEF2005). Rich households (the top 8 per cent) paid US$ 578 per t reatment and hospital izat ion 
in 2004, three t imes the overal l average of US$ 191. The proport ion of households in the low -
income group has decl ined significantly. Rising incomes are expanding the rich and middle- income 
groups, and they are expected to form 49 per cent of total households in f inancial year 2010, as 
compared with 33 per cent in f inancial year 2004, thus driving growth. 

A survey by NCAER, an independent economics research agency, sugges ts that per-capi ta 
expend i tu res on heal thcare rise wi th higher educat ion levels. Househo lds that have higher 
educat ion levels tend to spend more per i l lness than househo lds wi th lower educat ion levels. 
Ris ing l i teracy in India is improv ing health awareness, especia l ly about l i festyle-related d iseases 
wh i ch tend to be more cost ly to treat than infect ions. 
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3.2. Shift to lifestyle-related diseases to drive higher healthcare spends 

Whi le r ising incomes and growing l iteracy are likely to drive higher per capita expendi tures on 
healthcare, the shift in d isease profi les f rom infectious to l i festyle-related d iseases are expected to 
raise expendi tures per t reatment. Lifestyle-related diseases are typically more expensive to treat 
than infect ious ones. In 2001, the average inpatient cost for l i festyle-related diseases (cardiac 
problems, digest ive issues etc.) was US$ 658 compared to US$ 91 for infectious diseases. India's 
d isease profi le is expected to fol low the same pattern as in developed economies. Based on 
demograph ic t rends and d isease profi les, l ifestyle d iseases - cardiovascular, as thma and cancer 
have become the most important segments, and in-patient spending is expected to represent 
nearly 50 per cent of total heal thcare expenditure. In the inpatient market, the share of infectious 
d iseases is expected to decl ine f rom 19 per cent in.2004 to 16 percent in 2008.The number of 
cardiac-disease-related t reatments in India is expected to grow f rom 1.5 mil l ion to 1.9 mil l ion per 
year over 2004-08, wh ich wou ld const i tute 5.1 per cent of ail t reatments. The spend share of 
inpatient cardiac t reatment is est imated to grow to 19 per cent of the total in 2008 f rom 16 percent 
in 2004. This wou ld drive a 13.4 per cent C A G R in the inpatient cardiac care market f rom 
US$ 1.2 bill ion in 2004 to US$ 2.04 bill ion in 2008. The average realization per inpatient for 
cardiac related t reatment is much higher than for other d isease segments. 

3.3. Increased life expectancy and an ageing population. 

In the domest ic market , health spending will be sustained by two demographic trends: increased 
life expectancy and an ageing populat ion. Life expectancy, which averaged 63.3 years in 2000-04, 
is expected to increase to 65.1 years in 2005-09 and to 66 years in 2006-10. The proport ion of the 
populat ion aged 65 years and over is also on the rise, and will increase f rom 4.7 per cent in 2000 
to 5.3 per cent in 2005 and 5.8 per cent in 2010. Al though the rate of ageing in India is s lower than 
the deve loped wor ld, the large populat ion makes any increase signif icant in terms of absolute 
numbers, and therefore also in terms of market potential. 

3.4. Rising share of the private healthcare sector 

The private provides the major i ty of heal thcare services in India sector. In 2002 fee-charg ing 
private compan ies accounted for around 82 per cent of overal l heal thcare expendi ture, wi th 
var ious levels of government cover ing the remaining 18 per cent. The contr ibut ion of the private 
heal thcare sector is on the rise, wi th investments f rom the corporate sector steadi ly growing 
since the mid- 1990s. In the last few years, a number of new players have entered the heal thcare 
del ivery sector, and set up special ty and super-special ty centers. In the government sector, the 
states provide the bulk of heal thcare. Presently, the public spending is at a level of 1.3 per cent of 
the GDP. Public spend ing on heal thcare wil l cont inue to rise, but the prospect of large and 
sustained increases is low. It is expected to increase to 3 per cent over the next few years. 
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3.5. Significant investment opportunities for private sector 

Limited government investment provides signif icant opportunit ies for private heait t icare service 
providers, as large investments are required to scale up the country 's healthcare infrastructure. 
India's healthcare infrastructure needs substantial investment. By certain est imates, to reach even 
half of China's current beds per 1,000 populat ion over the next 10 years, India wou ld need an 
addit ional 920,000 beds entai l ing an investment of between US$ 32 bill ion and US$ 49.1 bil l ion, 
assuming that 20 per cent of those beds wou ld be in the tert iary-care segment . The government is 
likely to meet only 15-20 per cent investment in hospital beds, assuming it increases 
expendi tures by 6-7 per cent f rom the current base. Assuming 10-15 per cent commi tment f rom 
international donors, there would be a shortfall of 70 per cent, which could be funded by private 
companies. Similarly, to match China's level of physician availabil i ty (1.1 per 1,000 populat ion) 
over the next 10 years, it is est imated that an addit ional 818,000 physicians wou ld be needed -
which translates into a need for more medical schools. Investment is also needed in medical 
equ ipment and training facilit ies for professionals such as nurses and pharmacists. India's unmet 
demand for healthcare facilit ies, rapidly changing demographics, increasing private spending on 
healthcare, and a readily avai lable intellectual pool are fuell ing the growth of the heal thcare 
industry and making it highly attractive for international investors 

3.6. Overburdened hiealth infrastructure & liigh costs in ttie West 

The heal thcare systems in Europe and the United States are under severe pressure; part icularly 
the Nat ional Health Service in the UK, wh ich has a long list of pat ients wait ing for over a year for 
surgery. In the US the heal thcare crisis has a dif ferent d imension. Around 50 mil l ion ci t izens are 
uninsured, with even the insured having to pay dear ly for t reatment. Further, the shor tage of 
paramedical professionals such as nurses has aggravated the situation. Patients f rom the US are 
now regularly beating a path to India, as many of their insurance companies have entered into 
t ie-ups with private Indian hospital chains. 

3.7. India's low cost of medical care 

India offers highly cost-compet i t ive medical t reatment and technological advances in areas such 
as cardiology, cosmet ic and orthopedic surgery, dentistry, eye care and prevent ive heal th checks. 
India offers wor ld-c lass cardiac bypass surgery, hip replacements, organ transplants, cosmet ic , 
dental surgery and vision correction. Costs of comparab le t reatment in India are on average one 
eighth to one fifth of those in the West . For instance, a cardiac procedure costs anywhere 
between US$ 40,000 - 60,000 in the United States, US$ 30,000 in Singapore, US$ 12,000 -
15,000 in Thai land and only US$ 3,000 -6,000 in India. Likewise, the associated costs of surgery 
are also low. Not only are ski l led Indian surgeons avai lable for less, they are also less 
suscept ib le to costly lit igation. The cost of malpract ice insurance in New York is a round 
US$ 100,000 but only US$ 4000 in India. This br ings down the overal l cost of t reatment . 
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With diagnost ic tests in India be ing inexpensive, India also has the potential to emerge as a hub 
for prevent ive health screening. At a private cl inic in London a heal th check-up for men that 
inc ludes b lood tests, e lect rocard iogram tests, chest X-Rays, lung tests and abdomina l u l t rasound 
costs around £350. In compar ison, a comparab le check-up at a cl inic operated by Delh i -based 
heal thcare company Max Heal thcare costs US$ 84. A Magnet ic Resonance Imaging (MRI) scan 
costs US$ 60 at Escorts Hospital in Delhi, compared with roughly US$ 700 in New York. The 
overal l cost of travel and t reatment in India is still far less than the expense of just the medical 
t reatment in many western countr ies ( IBEF 2005). 

A study by the India Brand Equity Foundat ion ( IBEF) in 2004 shows how compet i t ive India is in 
compar ison wi th Thai land, another leading medical tour ism dest inat ion. Thai land has a cost 
advantage over India in only two categor ies: plastic surgery and breast augmentat ion. India is 
cheaper than Thai land across a who le range of o therand more ser ious surgery categor ies as the 
chart below indicates. 

Table-3 
Cost advantages of India in comparison with Thailand 

Surgery Thailand India 

Bone marrow transplant US$ 62500 US$ 30000 

Liver transplant US$ 75000 US$ 40000 

Open Heart surgery US$ 14250 US$ 4400 

Hip t ransplant US$ 6900 US$ 4500 

Knee surgery US$ 7000 US$ 4500 

Hysterectomy US$ 2012 U S $ 5 1 1 

Gall bladder removal US$ 1755 US$ 555 

Cost in US $ 
Source: IBEF research 

4. Market opportunities 

Government of India has accorded a high priority to the heal thcare sector by an increased 
budgetary out lay and heavi ly s lashed cus toms duty on imports of medical equipments. A lso there 
are specia l incent ives being prov ided for sett ing up new Hospitals. These init iatives are giv ing 
fillip to var ious market opportuni t ies in the segments detai led below. 
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4.1. Medical tourism 

Medical tour ism has gained momentum in India over t l ie past few years, a t rend underpinned by 
India's low-cost advantage and the emergence of new high-quality healthcare service providers, 
in India, approximately 1,80,000 patients arr ived in 2004 f rom across the globe for medical 
treatment. The medical tour ism market in India, est imated at US$ 333 mil l ion in 2004 grew by 
about 25 per cent and is predicted to become a US$ 2 bil l ion-a-year business opportunity by 2012. 

India is seeing a surge of patients f rom developed countr ies as wel l as f rom countr ies in Afr ica and 
South and West As ia that lack adequate healthcare infrastructure. The emergence of low-cost , 
h igh value special ist medical care territories in India has been noteworthy. For instance. New Delhi 
has emerged as a pr ime dest inat ion for cardiac care, as has Gujarat. Similarly, Chenna i has 
establ ished a niche for qual i ty eye care, whi le Kerala and Karnataka have emerged as hubs for 
state-of-the-art ayurvedic healing. These "medical hotspots" are beginning to wi tness an influx of 
health tourists f rom non-tradit ional geographies. A m o n g others, foreign health travelers to India 
compr ise a large number of Non Resident Indians. 

Due to the surge in medical tour ism, some of the major corporate hospital groups in India such as 
Apol lo, Fortis, Max, Wockhard t and Manipal have made signif icant investments in sett ing up 
state-of-the-art hospitals in major Indian cities. Fresh healthcare capacit ies that are coming up 
wil l help sustain the trend 

4.2. Hospital Services 

India is undergoing a major transit ion in its healthcare del ivery system. The change started wi th 
the l iberalization policies ushered in the early 1990s, wh ich began to attract private investments 
into the healthcare sector. Private sector dominates heal thcare del ivery in India At present, India's 
heal thcare burden has gone beyond the Government 's budgetary appl icat ions and reduced 
public spending is leading to poor availabil ity of services in the government hospitals. Private 
players (which include hospitals, nursing homes and chari table trusts) account for a lmost 78 
percent of the heal thcare del ivery market. Over the last few years an est imated 95 per cent of new 
hospital beds have come up in the private sector. The market for hospital services in India is 
est imated at over US$ 4 billion. The increased spending power of the 250-300 mil l ion strong 
middle classes is driving growth opportunit ies for corporate heal thcare providers. Factors like 
privatization of medical insurance, apart f rom giving rise to a new heal thcare del ivery system, are 
making the market more attractive for international and national corporate players. These t rends 
have led large corporate players such as the Apol lo Group, Wockhardt , Fortis and Max Heal thcare 
to rapidly expand their operat ions in India. In order to gain compet i t ive advantage, these Indian 
corporate players are increasingly enter ing into col laborat ions with establ ished global leaders. 
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4.3. Medical devices 

T h e medica l dev ices market in India is highly promis ing. T h e marl<et s ize for medica l dev ices in 
India is expected to touch US$ 1.7 bil l ion by 2010, against US$ 1.2 bil l ion present ly The demand 
for hi-tech products const i tutes c lose to 80 per cent of the overal l market in India. Since domest ic 
product ion compr ises primari ly of low-tech devices; there is a higher invo lvement of foreign 
compan ies in sourc ing hi-tech devices, wh ich a lone account for US$ 770 mil l ion of market value. 
Presently, near ly 90 per cent of the demand is being met by imports f rom countr ies like USA, 
Japan and Germany. 

4.4. Pathology Services 

The US$ 500 mil l ion domest ic pathology industry has been growing over the last f ive years at an 
est imated C o m p o u n d Annua l Growth Rate (CAGR) of 20 per cent per annum. It currently 
compr ises a lmost 2.5 per cent of the overal l heal thcare del ivery market. Wi th 40 ,000 independent 
pathology laborator ies in the country, the industry is highly compet i t ive .and price dr iven. 

4.5. Molecular diagnostics and pharmacogenomic testing 

Molecular d iagnost ics is the fastest growing segment of the in-vitro diagnost ics ( IVD) market wi th 
a projected growth of 25 per cent per annum. Viral diagnostics, immune system disease 
diagnost ics, bacterial, parasit ic and fungal identif ication, cancer diagnosis and moni tor ing are the 
segments where molecular technologies enjoy signif icant cost-benefit advantage. Similarly, 
pharmacogenomic test ing too is bel ieved to usher in an era of personal ized medic ine where 
diagnost ic tests that wil l help in select ing the best of the several therapies wil l be a prerequisi te for 
prescr ibing a therapy. Wi th the Government expected to bring in a relaxation on cus toms duty and 
service tax, molecular diagnost ics and pharmacogenomic testing too are touted as the future 

drivers of the diagnost ic industry. By 2010, two mil l ion patients are expected for cl inical tr ials in 
India; translat ing into 20 mill ion tests. 

4.6. Preventive healthcare and health insurance 

Increasing health consc iousness among c o m m o n people has created avenues for prevent ive 
healthcare. Hospitals have started wi tnessing a number of patients w h o visit for health check-ups 
as a prevent ive measure. The var ious health check-up packages offered include a combinat ion of 
blood sugar, cholesterol, urine, stool, digital chest X-Ray, ECG, general examinat ion, blood group, 
blood sugar, liver profile, proteins, lipid profile, cholesterol, and renal profile. Around 70 per cent of 
t reatment decisions in the country are based on lab results. This trend has further led to newer 
avenues for companies involved in carrying out diagnost ic tests. The entry of foreign health 
insurance companies in India is proving to be an important driver of the domest ic diagnost ic 
industry as coverage of pathology services is inevitable in the policy. 
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4.7. Telemedicine 

In India, only about 27 per cent of the populat ion l ives in urban areas, whi le a s izeable 73 percent 
of the populat ion is rural. Whi le 72 per cent special ist doctors pract ice in urban areas, only 25 
percent reside in semi urban areas and a mere 3 per cent in rural areas. The ou tcome of this 
lop-sided distr ibut ion is that 80 per cent of the medical facil i t ies are concentrated in urban areas 
and a mere 20 per cent in rural areas, wh ich cont inue to remain depr ived of proper heal thcare 
facil i t ies. The answer to patient t reatment in inaccessible areas in India wi th fewer medical 
faci l i t ies is te lemedic ine. The exponent ia l growth in the ICT (Informat ion & Communicat ion 
Technologies) sector and the p lummet ing te lecom costs are making India highly compet i t ive in 
te lemedic ine. The early successes of p ioneers such as Apol lo Hospitals, Narayana Hrudalaya, 
have resul ted in increased acceptance and prol i feration of te lemedicine. At present, there are 
around 120 te lemedic ine centers spread in the country. 

4.8. Healthcare BPO 
Spiral ing heal thcare costs, unbearable squeeze on margins, process ineff iciencies, acute talent 
shortage and an aging populat ion are compel l ing healthcare establ ishments in the US and Europe 
to look at Indian healthcare BPOs. Outsourc ing heal thcare business processes to Indian service 
providers can result in cost savings to the tune of 20-30 per cent. The global market for 
outsourced services f rom the healthcare industry was est imated to be wor th US$ 3.6 bill ion in 
2004 and is projected at US$ 24 bill ion in 2008. The est imated opportuni ty for India is US$ 4.5 
bill ion by 2008, employ ing about 200,000 people. 

4.99. Health Insurance 

India offers t remendous opportunity for private medical insurance players. Increasing awareness 
levels and large-scale group insurance policies have pushed growth in the health insurance 
segment in recent years. 

5. Conclusions 

Indian hea l thcare scenar io is d iscussed in this case. The st ructure of hea l thcare industry, wh ich 
fo rms the crux of pol icy const ruct ion and funct ion ing of the heal thcare del ivery sys tem in India, 
has been narrated. Major f indings of this case are 

Health Care Industry in India is poised to tremendous growth. Major reasons for the growth; 
being the booming economy and higher literacy, wh ich have aided people, seek for better l iving 
condi t ions. Higher life expectancy has raised the average life span but has made this sect ion of 
populat ion prone to old age diseases. Life style d iseases are on the rise. 
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Opportunity for growth in the healthcare sector is high. Pol icy gu ide l ines of government has 
put heal thcare as pr imary right of a ci t izen, thereby mak ing it the most important serv ice for the 
sus tenance of l ife. T h e Indian heal thcare a lso has the compet i t ive advan tage of cost over the 
West . Qual i f ied and t ra ined doctors provid ing va lue-added serv ices at a lower cost has at t racted 
medical tour ism. Telemedic ine has a ided d is tance consu l tancy and medicat ion. These mult ip le 
opportuni t ies have enab led Indian heal thcare to offer the wor ld their expert ise and services. 
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