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In Conversation with Dr Amit Kapoor

(6EXCELLENCEIS
ABOUT PROCESS M

What are your views on the current
scenario in Indian healthcare?

"Most of the growth in healthcare in India
is in the private sector, and specifically
in 20- to 30-bed private nursing homes.
Large, corporate multi-specialty hospitals
are a small segment of private healthcare,
A lot of unstructured and unregulated
growth is happening because there is a
big demand-supply gap.

Today, India has close to 1 to 1.5 beds
per 1,000 people. If you look at even the
lowest ratio of beds per 1,000 people, in
big countries it is 2.3, while in developed
nations it is at least 7.7 beds per 1,000
people. From an infrastructure perspec-
tive, we need about 100,000 beds over the
next five or 10 years to come to the 2.3
per 1,000 level. This is about $80 billion to
$100 billion of infrastructure growth.

The healthcare industry has seen huge
development in India, and is currently
growing at 26% per annum. Even tier-
1T and tier-11I cities have a reasonable
number of people who are in an economic
position to avail private healthcare facili-
ties. Max Healthcare itself is growing at the
rate of 16-18%. Unfortunately, when you
look at statistics like maternal mortality,
infant mortality or lifespan, the indices
in India are dismal. Also, depending on
which part of the country you are in, so
are the healthcare provisions. Even if you
look at what are considered the best Indian
states in terms of healthcare like Kerala or
Maharashtra, their facilities are nowhere
close to western standards.
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Do you think there is a significant in-
crease in the number of small nursing
homes because of the lack of a regula-
tory environment in healthcare?

There is a burgeoning number of small
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Dr Pervez Ahmed, the CEO and MD of Max Healthcare, has vast
global experience in the healthcare sector. Dr Amit Kapoor,
Honorary Chairman of the Institute for Competitiveness and Professor
of Strategy at Management Development Institute, caught up with
him to get some insights on the healthcare sector in India.
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__Max Healthcare's 40s

CUSTOMERS

= Customers able to afford high-
quality healthcare.

= In the next 30-40 years, India
will deal with an ageing population,
rising emphasis on disability
access, etc.
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COMPETITION

= From corporate multi-chains, small
hospitals and government hospitals.

= Limited supply of patients increases
competition.

CONTEXT

= Increase in health insurance leading
to ease of access to health services.

= Low focus on prevention of diseases.

= Lack of skilled manpower,

COMPANY

= Create environment where people
focus on hospital, not doctor.

= Innovation-centric, while still being
conservative in some locations.

= Patient-centric care.

Dr Amit Kapgor uLft,,Eonqar, _
Chairman of the Institute for C nlrlpaﬁh'l.l'ﬂfﬁﬁs dnd Dr Pervez
Ahmed, CEO and Managing Directofof Max Hesltheare.
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nursing homes, but they fill an important
gap. I am not against small nursing homes,
but it is important in any kind of profes-
sion to have a regulatory environment
where quality and safety is maintained.
There should be a semblance of regula-

tion in healthcare, simply because we are
in the business of taking care of patients
and our work needs to be done in a safe
environment. Many people are providing
healthcare without necessarily providing
the “right” care. This is not beneficial to
the patient. This is also the reason why
you see great opportunities in alternative
medicine in India. Patients are not happy
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THE FIVE FORCES MODEL FOR
THE HEALTHCARE INDUSTRY
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SUPPLIERS

@ Doctors
@ Medical equipment

with the outcomes of allopathic care and
shift to alternative therapies, where again
regulations are not in place. India needs
to develop benchmarks and regulations
and this drive has to be through health-
care organisations, be it surgeons, physi-
cians or societies.

You are doing well in the healthcare
sector with eight hospitals and are now
coming up with another four. How do
you see competition shaping the health-
care industry in India?

There are three types of competition that
exist—large, corporate multi-chains as
a group; small, 40-50 bed hospitals; and
the third, which is hardly looked at, is
the changing paradigm of how govern-
ment hospitals are treating patients. The
infrastructure at government hospitals
is improving and this will lead to more
competition.

Delhi has a population of 17 million, of
which only 3 million have access to private
healthcare. Therefore, the pool of people
who can pay for private healthcgre is lim-
ited. If, for some reason, more people are
able to pay for private healthcare services,
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POTENTIAL
ENTRANTS

@ |ncreasing number
of small nursing
homes

INDUSTRY
COMPETITORS

® |arge, corporate
multi-chains.

® Small 40-50 bed
nursing homes.

® Govermment hospitals

SUBSTITUTES

@ Self medication
® Alternative medicines

CUSTOMERS

@ Urban vs rural

® Tier-| cities vs tier-ll and
tier-ll cities

@ High income vs low income

(ayurveda, homeopathy, etc.)

the paradigm will change completely. I
am afraid we do not have sufficient beds
to take care of that need.

Customers or health insurance compa-
nies would have a choice between a 30-
bed, 100-bed, corporate or public hospital.
I feel that competition is steeper where
there is a limited supply of patients as op-
posed to a competition scenario where
the supply of patients is increasing.

Has increasing health insurance changed
the rules of the game?

As it stands today, there is up to 7% pen-
etration of health insurance depending
upon which part of the country you are
in. Our health insurance patients in the
NCR are 30% of the total.

Our repertoire of products is 70% cash-
pay and 30% health insurance. Three to
four years back, the share of health insur-
ance was 15%.

Rather than life insurance companies
providing health insurance, there is go-
ing to be a growth in the number of pure
health insurance companies. With that
growth, the population will be able to
easily access healthcare.

> MNovember 27, 2010

How are you trying to differentiate your
brand today from other big corporate
hospitals?

We follow an excellence pathway that
has three verticals. We believe in clini-
cal excellence, while being recognised as
having service excellence. Our key dif-
ferentiators are in providing the highest
quality of medical and service care at the
lowest cost.

When you talk about providing health-
care, a doctor cannot work 25 hours out
of 24. If there are 5,000 people who need
treatment, you cannot have the same doc-
tor attending to them. You need to create
a system that is able to deliver a consist-
ent level of care, regardless of the person
providing it. That is our short-, medium-
and long-term goal—to create an envi-
ronment where a person comes to Max,
not for a specific doctor, but to get the
best health facilities.

While taking strategic decisions, it is of-
ten important to decide not to do a cer-
tain set of things. What are the tradeoffs
that Max has made?

We have some facilities like bone marrow
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transplant units, only in a location where
the paediatric population and clinicians
are more, There is no reason to set up
these units in two different places.

We have a well-trained radiology sta-
tion in one location and we use an inter-
nal electronic back system that transfers
images from one hospital to another. This
way, you don't need to have the same kind
of manpower in different places.

You need some technologies that are cut-
ting edge and while they may not actually
give us a return on investment as rapidly
as we would like, the tangible benefit that
comes out of that for the other depart-
ments is very valuable.

You are talking about two things here—
integrated practice units (IPUs), which
is how hospitals get managed, and in-
novation. Can you tell us more?
Innovation and healthcare can be looked
at in different ways. One is technology.
Here one could be in a space where cut-
ting-edge technology adds and compli-
ments existing programmes. The other is
emphasis on clinical research and educa-
tion. For example, a group of our doctors,
in collaboration with Imperial, are doing
research on the genetic makeup of South
Asians to study why we have diabetes,
which puts us in the innovation space.

Plus we look at something like why di-
abetics have pain in their feet, which is
primary research. Our clinicians become
recognised by their theories and for the
contribution they provide through pri-
mary research.

This gives us the right intellectual pool of

MAX HEALTHCARE'S
PRINCIPLES OF OPERATION

positive patient

capital, and adds to the growth and clini-
cal excellence of our department. At the
same time, we are shifting and putting a
lot of focus on what we call patient-centric
care—the patient is the centre of things
rather than a procedure,

The Indian academic fraternity is consid-
ered to be behind the times in published
research, How do you see yourself over-
coming this challenge?

Traditionally, the private corporate health-
care sector has never looked at medical
research because education and research
require funding.
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What we have done so far in the Indian
private side has been collaborative re-
search, which is either industry sponsored
or big-clinical department sponsored.
That’s a funding source, but that doesn't
actually stimulate and create the research
faculty that is required. One has to actu-
ally get into what is called investigative
research, which in India today is primarily
conducted by government institutions.
This is a concept that needs to change
because any institution should be able
to grant application for research.

If we promote research as a group and
organisation, then we have an opportunity
to come up with new molecules and de-
vices, and new things that can work here,
which can be manufactured cheaper.

What are some of the concerns in the
healthcare sector at present, on the busi-
ness side?
One big concern is lack of skilled man-
power. It may sound somewhat strange
in a big country like India. On the clini-
cian side, we have many older people or
a lot of young people, but the mid range
is missing, though eventually the young
people will fit the middle bracket.
Second is the lack of infrastructure, and I
don't mean hospitals. Somebody asked me
if it is difficult to get people from abroad
to come and work in India. The salary
levels in India or elsewhere are the same,
but what makes it difficult to get quali-
fied people from outside the country is
that we can't provide basic infrastructure
facilities like schooling, power and wa-
ter. These are extremely important for
young professionals looking to relocate
with their family.

How would you define the challenges
you have faced in building a good brand
image for Max Healthcare?

The most important challenge that | have
had is to bring about a change in attitude.
It's a cultural shift; people should under-
stand that healthcare is a process of learn-
ing. Most people think that measurement
is a process of primitive actions. If we
measure an adverse event, then the person
should lose their job. I was surprised when
people told me that one out of every 10
people who are admitted into a hospital
around the world has an adverse event.
It’s frightening. It could be a minor or a
major adverse event, like losing a limb or



a wrong part being operated on.

The attitude of people should change. To
make people understand that the culture
of the organisation is to learn and im-
prove, rather than use primitive actions,
takes time, and is a constant process, Once
you achieve that, the question of imple-
mentation arises, It's about measuring it,
improving it, doing it in a timely fashion
and in addition, you should do it in a safe
and efficient manner.

When all of these things are done in the
right way, you end with a good result. We,
in Max Healthcare, started emphasising
on managing the process rather than just

picking the process.

How is this quality measured as well as
implemented?

Max has a system wherein everything is
defined and measured. Whether you look
at financials, outcomes, or customer satis-

faction, everything is measurable. We try
to make a sincere attempt that whatever
we do has a positive effect, If that is not
happening then we focus on how we can
go back and fix it, rather than focuson a
person’s faults, That's a change and I feel
that this is the biggest differentiator from
our competition.

Sometimes it's difficult because you need
to constantly innovate, provide product
changes, and look at what is better for the
population at large. We move from what
is called episodic care to lifetime care, by
adding prevention and wellness as a ma-
jor compound of healthcare.

In the healthcare environment, one has
to be extremely conscious of the cost of
delivering. If we don't utilise the right
test for the right ailment, we are actually
overusing our equipment.

So while we are making money, which
is a great short-term strategy, this doesn't
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work in the long-term.

Accreditation is of great value to hos-
pitals that do not have systems in place.
If you want to be in the real realm of ex-
cellence, you have to be beyond accredi-
tation. Excellence is about process man-
agement; it's about how the leadership
thinks and works.

So what is your leadership mantra?

I think you have to be firm, yet just and
fair to all employees. You must be able to
motivate and inspire. The most important
quality of leadership is to take quick and
focused decisions.

It is good to remind ourselves about our
vision and mission. My goal is getting
everybody in sync with the goal of the
organisation, because if you can get that
process done, you can succeed.

Where do you see Max Healthcare in the
next 10-20 years?

We are entering the undergraduate medi-
cal education and health sciences space.

ble to motivate and inspire.
it quality of leadership is to
lick and focused decisions.

Currently, we are purely an NCR-centric
organisation, but are coming up with three
hospitals outside Delhi; thus we are ex-
panding our presence in North India.

As a strategy, we don't want to be the
largest group, but be the best. I think we
will be pretty happy with providing 4,000-
4,500 beds.

There are two ways of looking at excel-
lence. One is the economic way, where you
focus on certain specialties that provide
higher revenue and contribution mar-
gin, which becomes our focus, and ter-
tiary care is a part of that. This gives us
the short- and medium-range benefits.
To ensure long-term sustainability, one
needs to create centres of excellence and
that requires scalability. m
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