Innovative business models in healthcare: a comparison between India and Ireland

Jan 2013
Malcolm Brady

DCU Business School,

Dublin City University,

Dublin 9, Ireland.

Email: malcolm.brady@dcu.ie
Tel. +353 1 7005188

Haritha Saranga

Indian Institute of Management Bangalore,
Bannerghatta Road, Bangalore 560 076, India.

Email: haritha.saranga@iimb.in
Tel. +91 80 26993130

Keywords: Emerging markets, Business model, Healthcare, Strategic choice 

Innovative business models in healthcare: a comparison between India and Ireland
Abstract

This study considers four categories of business models in healthcare in India and Ireland, using Porter’s generic strategies concept as a framework. The study finds that in both countries, business models exist in all four categories – broad low-cost, broad premium, focused low-cost and focused premium. However, the mechanism of implementation of the business models is different in each country and the mode of implementation is matched to each country’s economic and social circumstances. The paper concludes that cross-country learning in healthcare is not one-way: that developed economies have much to learn from emerging economies, and vice versa.

1. Introduction
Healthcare provision and management has become a major challenge in the developing as well as the developed world. Despite healthcare expenditure of an estimated $7 trillion per annum
 across the globe, millions of patients across the world do not have access to proper healthcare services. Each country uses a different healthcare model in search of that ideal mix of public versus private healthcare, which ranges anywhere from 100% in countries such as UK to 20% in countries such as India. Along with placing huge burden on government expenditure, a majority of public healthcare systems, including the National Health Service (NHS) of UK, are plagued with inefficiency and long lead times forcing patients to look for private healthcare options within or outside the country. On the other hand, in emerging countries such as India, where private healthcare accounts for more than 80% of the healthcare expenditure, only 15% of the population is insured, making healthcare services a premium commodity for the majority of the population.
However, even in developed countries such as the US, which spends almost 18% of GDP (gross domestic product, highest in the world) on healthcare according to 2010 estimates
, with 50% of it by the government, there are more than 50 million uninsured people and every year about 18,000 people die due to lack of healthcare insurance
. The current global recession is further worsening the healthcare promises of many developed nations, forcing them to find more efficient means of providing healthcare coverage at a lower cost. Surprisingly, it is the entrepreneurs in developing nations who seem to have evolved innovative models of healthcare systems following best practices from other service as well as manufacturing sectors. Perhaps, the saying ‘necessity is mother of invention’ fits aptly in the current context. Given the scarcity of health resources in emerging countries such as India, Brazil and Mexico, some private players have adopted the ‘focused factory’ model popularized by Skinner (1974) in the manufacturing context. Such entrepreneurs are making use of technology and standard operating procedures to provide quality healthcare services to huge volumes of people at significantly reduced cost. The focused factory model in healthcare has also been adopted by some of the private hospitals in the US and studies have found that focus indeed brings about much needed efficiency in the healthcare industry (Herzlinger, 1997; Pickert and Stier, 2009; Singh and Terwiesch, 2011).   
 Our objective in the current paper is to present a number of case studies of various innovative healthcare models from two different countries, one from the developed world and another from the emerging world, and identify the key characteristics that can be replicated and adapted elsewhere. We believe that most countries, whether developed or developing, have certain gaps in their existing healthcare systems, which can be filled by creating an appropriate healthcare framework that knits the existing infrastructure with innovative healthcare models that are readily available and are successfully operating in other parts of the world. To achieve this, we carry out a cross-country comparative study of the hospitals in two different countries and examine how the local cultural, economic and political environment affects the strategies, structures and decision-making processes of hospitals as a business. The paper develops insights into the operation of hospitals and, in particular, hospitals as incipient international businesses. The methodology used is that of multiple mini-case studies. The paper is laid out as follows: firstly the healthcare contexts in India and in Ireland are discussed. Then the literature on business models and generic strategies is briefly reviewed. The next section examines business models under each generic strategy for India and Ireland. The final sections provide analysis, discussion and conclusion.
2. The healthcare context in India
The healthcare industry in India accounts for 6% of GDP; public spending on healthcare accounts for approximately 20% of the total expenditure. Today, the total value of the Indian healthcare sector is more than $65 billion. This translates to $52 per capita. There are 15,000 hospitals of which 60% are privately owned. The country has 660,000 doctors of whom 80% work in the private sector. The medical profession poses an attractive option in India: the career of choice for young Indian school-leavers is to become either a doctor or an engineer. 
The population of India is estimated at 1.2 billion
. There are approximately 6 doctors and 13 nurses for a population of 10,000 people, that is, one doctor for every 1700 people. About 80% of doctors work in urban areas, whereas 50–70% of the population live in rural communities. Around 15% of the population have private health insurance; in contrast, approximately 25% of the population live below the poverty line and must pay for healthcare by borrowing through a variety of microfinance vehicles. It is estimated that one million people die annually in India for lack of access to healthcare. The focus of the Indian government is to make healthcare accessible and affordable for the Indian population. Towards this goal, the Indian government introduced a basic health insurance system in 2008 that covers hospitalization expenses of up to $600 per year for below poverty line families in India
. 

The private hospital sector in India consists of three categories of hospitals. Firstly, there exist several chains of high-specialty hospitals that are strictly for-profit. Examples of these are the Apollo chain with up to 50 hospitals and 8500 beds and the Fortis chain with 28 hospitals and 3300 beds. Such chains provide world-class tertiary hospital care to the wealthiest 7% of the Indian population. They also provide care to foreigners who travel to India for specialised procedures such as bone marrow transplant, cardiac bypass, eye surgery and hip replacement. These chains are the backbone of the incipient healthcare tourism industry in India. 

Secondly, there are a number of low-cost hospital chains that provide primary and secondary care to local populations in semi-urban areas of India. For example, the Vaatsalya hospital chain provides very low-cost primary and secondary care in small hospitals with small staff and using rented accommodation. Thirdly, there is a hybrid model which charges those who can pay while providing subsidised care for those who cannot. An example of such a hybrid private hospital chain is Narayana Hrudayalaya (NH) which has 25 hospitals and 5000 beds and specialises in cardiac surgery.

3. The healthcare context in Ireland
Healthcare in Ireland is provided through a mix of public and private sector arrangements. The majority of hospitals are funded through the public sector, but traditionally there have also been a significant number of private hospitals run by religious orders as charities or not-for profit; they are usually termed voluntary hospitals. In recent years, a number of for-profit private sector hospitals have been set up to provide specialised treatment such as cardiac surgery. General practitioner (GP) care has traditionally been provided by private sector practitioners. Total public sector expenditure on health in 2009 was €15.5b. Total health expenditure in public and private sectors represented 10.2% of gross national income in 2008, the 7th highest of 27 OECD countries; this represents a per capita spend of €3793 per annum, 23% of which was spent on private care and 77% on public care (Department of Health and Children, 2010, p.50, 51, 56). Circulatory system diseases such as stroke and heart disease are the main cause of death in Ireland, followed by cancer, respiratory, injury, suicide and poisoning (HSE, 2011, p.28). Waiting time, both at emergency departments and for elective surgery, is one of the main issues in healthcare in Ireland: 63% of emergency patients were treated within the target duration of 6 hours and 75% of adult patients received elective inpatient surgery within the target period of 6 months (HSE, 2011, p.12, 77). 

In 2010, there were 49 acute public hospitals (HSE, 2011, p.79) providing approximately 11,847 overnight beds (Department of Health and Children, 2010, p.26) to an estimated population of 4.47 million (HSE, 2011, p.28). The number of public sector hospitals is gradually being reduced with smaller local hospitals being closed or services being reduced. This consolidation of the sector is being met with significant local resistance (Mitchell, 2011). 

In addition to public hospitals, there also exist 19 private sector hospitals providing elective treatment usually associated with premium levels of service and prices (National Treatment Purchase Fund, 2011)
. Several of these hospitals are run by religious orders, but many are owned by private companies and are run on a for-profit basis. Private hospitals tend to focus on specific procedures such as cardiac, eye or orthopaedic surgery or on cancer treatment and several have developed strong reputations within the country. 

In recent years, alternatives to the emergency departments of general hospitals have appeared. The major provider of health insurance in the country opened three for-profit walk-in clinics providing treatment for minor illnesses and injuries (VHI, 2011) and at least one major general hospital has also opened such a walk-in clinic for minor injuries (Mater, 2011)
. These clinics have set charges for treatment: for example at the time of writing this paper, a basic consultation charge varied between €100 and €125 with additional charges for diagnostic tests or specific treatments.

The public health sector employed approximately 109,753 people in 2009 (Department of Health and Children, 2010, p.45) making it the largest employer in the state. These employees included 2317 consultants and 4803 non-consultant hospital doctors, which implies that there is approximately one consultant for every 1930 people, one doctor for every 630 people and one hospital bed for every 380 people through public funding. In addition to hospital doctors, there are approximately 3100 GPs
 in the country (College of General Practitioners, 2011), that is, one GP for every 1400 people. The total number of doctors working either in public hospitals or as GPs is approximately 10,200. 

Care in the public sector hospitals is usually provided free of charge, whereas care in the private sector is paid for by patients, usually through their health insurer. At the time of writing this paper, GP fees are approximately €50 per visit and consultant fees approximately €120. However, the state, through a medical card system, pays for GP visits for over 1.7 million less well-off or elderly people (HSE, 2011, p.38). 

In 2007, 51% of the population was covered by private healthcare insurance although this proportion has since decreased due to the economic recession. This high level of cover by international standards is attributed to four factors: long waiting times for elective treatment in public hospitals, increasing availability of high-quality private hospital care, a tradition of purchasing private healthcare insurance and community rating
. Of the three competing insurers, Vhi Healthcare held a market share of 75% in 2006, but this is steadily declining; it also made a loss of €32 million in that year (Health Insurance Authority, 2007b, p.1 and 2007a, p.129). Two related microeconomic issues arise in private healthcare: the treatment is selected not by the payer of the fee but by the receiver – the consultant; this leads to a danger of supplier-induced demand (Health Insurance Authority, 2007a, p.111–3). A further complication is that private care can also be received in public sector hospitals. One outcome of this is the perception that patients with health insurance receive elective treatment more quickly than those without insurance, as they have greater access to hospital consultants and beds even in public hospitals. The report of the Commission on Financial Management and Control Systems in the Health Service (2003, p.71) points out that a conflict of interest exists for consultants in carrying out public and private work in a public hospital and recommends that public and private practices be separated.
4. Strategic choice: Business models and generic strategies
The methodology adopted in this paper is the case study approach (Eisenhardt, 1989; Yin, 2003). Eight mini-case studies were carried out, four on hospitals in India and four on hospitals in Ireland. Each hospital is an archetype of one of Porter’s four generic strategies (Porter, 1980 and 2008). Porter suggests that all strategies break down into one of two kinds: an emphasis on low cost or an emphasis on differentiation. He further suggests that firms will serve either a broad or a narrow target market. Combining these two strategic emphases together yields four possible strategic approaches: emphasis on a low-cost approach while serving a broad market; similarly, while serving a narrow market; emphasis on differentiating the product or service while serving a broad market; similarly, for a narrow market. Porter labels these four strategic approaches as the four generic strategies: cost leadership, focused cost, broad differentiation and focused differentiation (figure 1).



Figure 1. Generic strategies (adapted from Porter, 1980)
Having examined the case studies, we then analyse them and cross-compare using the business model framework from Johnson et al. (2008). The business model framework breaks a business down into four elements: the value proposition, the key processes, the key resources and the profit formula. The purpose of the business model framework is to ensure that the business is clear on what product or service it is providing, to whom, how and with what. Identifying the profit formula ensures that revenues of the business will exceed or at least meet costs.
5. Hospital business models in India
In this section, four hospitals from India will be examined, each hospital having adopted a different generic strategy. LifeSpring and Vaatsalya hospitals both operate on low budgets and emphasise keeping costs under control. Narayana Netralaya and Apollo place their emphasis on the high-quality service that they both provide, albeit in different ways. These four hospitals, along with their generic strategy, are shown in figure 2.

Figure 2. Generic strategies of hospitals in India 

LifeSpring Maternity Hospitals: Focused low cost
Many hospitals in India have adopted a focused low-cost approach to service provision. Hospitals may specialise in treating specific parts of the body with the specialisation evident from the name of the hospital, for example Aravind Eye or Jaipur Foot, or may specialise in a type of condition, for example LifeSpring Maternity Hospital. The first of the LifeSpring hospitals was established in 2005 in a suburb of Hyderabad, a south Indian city, with the objective of providing high-quality maternal and child health services to the urban poor at an affordable price. Today, the LifeSpring hospital chain operates 12 hospitals and has plans to expand to a 100-hospital network in the next 5 years. 
LifeSpring typically operates as a small hospital, with 20–25 beds in crowded locations that are close to urban slums and works with one or two doctors and a small number of nurses (who are trained midwives) per hospital. LifeSpring’s business model is based on low costs and high volumes, which helped its hospitals become profitable within two years of establishment. LifeSpring operates at a much higher volume of patients than traditional players to spread its fixed costs over a larger number of customers. LifeSpring hospitals carry out 100–120 deliveries per month compared to 30-40 in similarly sized hospitals; each LifeSpring doctor delivers four times more babies than the doctors in other maternity hospitals. LifeSpring’s operating theatres have 4–5 times higher utilization (22–27 procedures a week compared to 4–6 in other clinics). LifeSpring achieves this by making use of trained midwives for most of the maternity care and effectively using the doctor’s time only for cases where special attention is required. LifeSpring further reduces costs by leasing the facilities, outsourcing laboratory and canteen services and partnering with paediatric hospitals for neonatal treatment requiring intensive care (2–3% of all deliveries) instead of building this infrastructure in-house. This helps LifeSpring not only in keeping its initial capital cost low, but also in reducing the operating expenses involved in hiring full-time paediatricians and paediatric nurses. LifeSpring also exploits the benefits of a network by setting up multiple hospitals in a city, allowing hospitals to share expensive resources such as ambulances, administrative staff and other back-end processes. 
This high-volume, focused model allows LifeSpring to charge just $40 for normal deliveries in its general ward, and for caesarean sections about $140, which is one-fifth of the cost at the big private hospitals in India. 

Vaatsalya Hospitals: Cost leadership 

Many of the hospitals in India belong to the cost leadership category. Most of the public hospitals treat a broad variety of conditions and patients and operate on a low-cost basis. For example, Rayneeda Institute of Medical Science (RIMS) is a large general hospital located in Ranchi, the capital city of Jharkhand province in India. It is a teaching hospital with over 1000 patients, 200 doctors and about 700 nurses and other support staff. Unlike in western hospitals, families are allowed to stay on premises, usually in corridors. The family is allowed to cook in a cooking area for a small charge. Free care is usually provided, although the hospital levies a small charge for outpatients (5 rupees, approximately $0.10). Vaatsalya hospital is also a low-cost operator; however, it belongs to the private sector. 

Vaatsalya is an example of a low-cost model that focuses on providing basic primary and secondary treatment for a rural and semi-urban population. It is focused on providing a limited range of common treatments, mainly Obstetrics & Gynaecology, Paediatrics, General Medicine, General Surgery, Nephrology and Diabetology. Vaatsalya outsources diagnostic services to manage its costs carefully in order to provide treatment at low prices to its mainly lower income clients. It manages this by starting hospitals in semi-urban areas, where it can rent out accommodation at favourable rates. It provides only a small number of beds (typically 50) and has a staff of approximately 60 people of whom 3–4 are specialists. It outsources services such as diagnostic tests and ambulances, uses only generic drugs and maintains only essential equipment such as X-ray machines and ultrasound. 

Its main cost item is doctor salaries which comprise 40% of total hospital costs. It must pay higher salaries to doctors to entice them to move from the cities to the semi-urban areas in which Vaatsalya hospitals are located. However, doctors are given a great deal of responsibility early in their career and therefore progress to consultant status more quickly than their city counterparts, typically in a 5-year timespan. 

These economies allow Vaatsalya to charge very low prices. For example, a consultation will cost between $0.50 and $2 compared with $150–200 in Ireland. An overnight stay will cost $2–6 per night compared with several hundred dollars per night in Ireland.

Apollo: a premium service provider 

A number of premium hospital chains such as Apollo and Fortis have sprung up in relatively recent times in India. These are high-end hospitals attracting well-to-do patients within India and also from abroad. These high-end hospitals are the bedrock of the incipient medical tourism industry in India.
Apollo Hospital chain was started by Dr. Pratap Reddy with a 150-bed hospital in Chennai, a metropolitan city in South India, with a vision to provide high-quality healthcare services in the tertiary care segment. Apollo was the first private hospital to be established in India with comprehensive medical facilities under one roof targeting middle to upper-income patients and patients with medical benefits from their employers. Today, Apollo has grown into one of Asia’s largest healthcare groups with 8500 beds across 54 hospitals in India, rest of Asia and Africa
. Apollo hospitals provide multi-specialty tertiary care services, with centres of excellence in medical facilities including cardiology, cardiothoracic surgery, gastroenterology, orthopaedics & joint replacement surgery, neurology, critical care medicine, nephrology, oncology, hand & microsurgery and reproductive medicine.     

Apollo’s main attraction are its world-renowned doctors and surgeons, two-thirds of whom have experience of working in countries such as the US and UK (Oberholzer-Gee, Khanna and Knop, 2007). Apollo allows these doctors to set their own fee (within the broad limits set by Apollo) and retain the whole fee, paying Apollo only for room rent. The primary source of revenue in Apollo Hospitals comes from utilization of medical services facilities related to procedures. Apollo Hospitals invested in the latest medical equipment for diagnostics and procedures and by putting these resources to maximum use, they generate revenues. Apollo actively advertises its medical equipment using marketing executives, by sending newsletters to doctors across the country and by organizing conferences. Patients visit Apollo to consult the doctors or to have diagnosis tests carried out. Apollo also performs annual health checks, as a part of preventive healthcare services, to maximize the utilisation of its laboratory and diagnostic equipment. 

In its 27 years of existence, Apollo hospitals Group has performed more than 100,000 heart surgeries, which include complicated coronary artery bypass operations, valvular heart disease, and infant and neonatal heart surgery
. It has also performed more than 10,000 kidney transplants and hundreds of bone marrow transplants, and knee and hip replacements using the most advanced and innovative procedures. The success rates of Apollo’s surgeries are on par with international standards; for example 98% of all coronary bypass surgeries performed at Apollo are beating heart surgeries and the success rate is 99.5%. Apollo also makes significant use of technology not only in the procedures, but also to integrate patient databases and improve efficiency of hospital management systems.  
Narayana Netralaya: a focused premium service provider
A focused premium hospital sector has developed in India over recent decades. Apart from serving local needs, these hospitals also attract patients from abroad and this medical tourism market is becoming important to the Indian economy. An example of a hospital from this category is Narayana Netralaya.

Narayana Netralaya (NN) was founded in 1982 by Dr. K. Bhujang Shetty as a small eye clinic at Srirampuram, Bangalore. Today, it has evolved into one of the largest super specialty tertiary eye care hospitals in India with hospitals in three different locations in the city of Bangalore providing advanced eye care service. Each of these three hospitals contains dedicated wings for various specialties and departments, which are fully equipped with state-of-the-art diagnostic and therapeutic tools. The primary motto of NN is to provide advanced eye care service encompassing all types of eye-related problems and surgeries, with highest precision and quality. In order to achieve this, NN has been recruiting surgeons with specialised expertise in various sub-fields of ophthalmology. Surgeons thus recruited are given complete freedom to choose research projects and further improve their expertise and contribute to the treatment of patient community in a variety of ways. The second objective of NN is to help cure eye-related problems of underprivileged patients. To achieve this, NN has designated a dedicated area for community eye care in the Narayana Healthcity, which exclusively caters to the eye care needs of the financially underprivileged patients, offering them quality eye care at no or subsidised cost. 
The most ingenious aspect of NN’s business model is the innovative manner in which it achieves these seemingly unrelated objectives. Firstly, NN follows a bottom-up approach, where individual surgeons are encouraged to choose a project that is close to their heart and expertise, which therefore is owned up by an individual surgeon. NN thereafter provides all the support for the chosen project, whether in terms of creating conducive research environment or helping with time and resources if the treatment of underprivileged patients is involved. Given the availability of highly specialized surgeons on full-time basis who are further striving to improve their skills and expertise through research, NN is able to provide high-quality advanced eye care service to most of its patients. At the same time, the costs of this specialised treatment are much lower compared to other specialty hospitals, because NN’s overheads are very low, owing to the complete absence of a marketing department and the low cost of building and maintenance. Even without marketing, NN manages to attract patients across India through word-of-mouth and goodwill.

6. Hospital business models in Ireland
The four Irish hospitals to be examined are Beaumont, Mater Private, Rapid Injury Clinic and Sports Surgery Clinic as shown in figure 3. Beaumont and Mater Private are general hospitals with broad remit. Beaumont is a public hospital and emphasises value for money and keeping costs under control. Mater Private is a private sector hospital and places particular emphasis on the quality of its service. The Rapid Injury Clinic is a focused service specialised in dealing rapidly with minor injuries while also keeping costs under control. The Sports Surgery Clinic specialises in dealing with sports injuries and emphasises on the quality of its service. 



Figure 3. Generic strategies of hospitals in Ireland

Rapid Injury Clinic: Focused low cost  

Very few hospitals in Ireland to date have adopted a focused low-cost approach. One of these is the Mater Hospital which set up the Rapid Injury Clinic to deal with walk-in patients, with relatively minor injuries and illnesses, but who nonetheless require urgent care (Mater Rapid, 2011). The clinic is located at Smithfield in north central Dublin and commenced treating patients in 2010. The clinic is a not-for-profit institution and operates under the auspices of the Mater Hospital, a state-run general hospital located in Dublin. It acts as a satellite clinic for the main hospital with the intention of reducing the number of patients visiting the main hospital and providing more rapid care for patients with minor injuries. Patients with minor injuries are typically regarded as less urgent and therefore end up queuing for a long time for treatment in the emergency department of a general hospital.

The clinic treats a restricted set of conditions: wounds and lacerations, upper and lower limb injuries including breaks, strains and pains, and head and facial injuries. It also provides X-ray and other diagnostic tests. However, the clinic places a number of boundaries on its service that distinguishes it from a full-scale emergency department. It does not treat cardiac, serious medical or trauma, or pregnancy conditions; nor does it treat patients who are under 16 years of age. Availability is restricted to office hours: between 8.00am and 6.00pm from Monday to Friday. 

Patients do not need a referral from a medical practitioner in order to receive treatment: they may simply walk in. The clinic charges a flat fee of €100 for the service. However, this fee is waived if the patient has been referred by a GP or if the patient has a medical card provided by the state. The same fee conditions apply to state-run general hospitals.

Beaumont Hospital: cost leadership 
Beaumont Hospital is a large busy public general hospital located in the northern suburbs of Dublin with 820 beds and a staff of over 3000 people of whom approximately 111 are consultants (Beaumont, 2011). The hospital opened at its current location in 1987 as a result of the merger and relocation of two older city centre hospitals. It is the second largest hospital in Ireland and serves a local community of 290,000 people to which it provides emergency and acute services across 54 medical specialities. It typically deals with 143,000 outpatient and 45,000 emergency department visits per annum. Beaumont Hospital is one of the eight nationally designated cancer centres and is the national referral centre for neurosurgery. The hospital places a strong emphasis on education and research.

The hospital, similar to all general hospitals in Ireland, receives the bulk of funding from the government. Patients are not charged fees. However, private patients who pay through their insurance company or those who arrive at the emergency department neither by ambulance nor with a referral letter from a GP;  are charged a flat fee of €100. 

Mater Private Hospital: a premium service provider
Mater Private Hospital is a medium-sized private hospital located in north central Dublin which opened in 1986 and has a staff of 600 members (Mater Private, 2011; FAME, 2011). It treats a wide range of conditions, employs state-of-the-art technology, and has well-appointed patient accommodation. Its services are targeted at higher net worth patients who have private healthcare insurance. It offers the services of 180 consultants and has seven theatres, 180 in-patient beds and 20 day case beds. It has two specialist centres: heart and cancer. Its heart centre has carried out over 26,000 major invasive procedures over the last 5 years. The cancer centre is developing a good reputation in robotic-assisted surgery. Admission to the hospital is by appointment, made either directly with the hospital or through referral from a GP. The Mater Private Hospital does not have an emergency department. 

The Mater Private Hospital is an unlimited company, not publicly quoted, and while it is listed in the FAME database, no financial information is available (FAME, 2011). However, financial information is provided for the Blackrock Hospital, a similar-sized high-specification private hospital located in the southern suburbs of Dublin with 488 staff members and listing the services of 118 consultants (Blackrock, 2011; FAME, 2011). Revenues for Blackrock Hospital Limited have grown steadily over the last decade and in 2009 stood at £70 million with net profit of £10 million representing a profit margin of 14% (FAME, 2011). The Hermitage Clinic, the third major private hospital in Dublin, has 338 employees (FAME, 2011) and offers the services of 133 consultants (Hermitage, 2011). The Hermitage Clinic Limited shows steadily increasing revenues in its 3 years of trading, and while it has incurred losses each year, these are steadily reducing. Latest figures available show losses of £0.6 million on revenues of £45 million in 2009 (FAME, 2011).
Sports Surgery Clinic: a focused premium service provider 
Sports Surgery Clinic is a small private for-profit hospital that specialises in treating musculoskeletal injuries and is located in Santry in the northern suburbs of Dublin. As its name implies, its main target market is professional and amateur sports people. It opened in 2007, is a private limited company, and employs 155 people. Revenues are estimated to have steadily increased since opening. The company incurred losses in each of its 3 years of trading, but losses as a proportion of revenue have reduced. In 2009, the company incurred losses of £2.4 million on revenues of £17.9 million (FAME, 2011). 

The clinic’s medical team comprises 17 surgeons and 4 physicians. It has four theatres and makes use of state-of-the-art diagnostic imaging technology. It has built up a good reputation in the treatment of soft tissue injuries. The clinic provides a high standard of accommodation with 37 in-patient and 21 day case beds. Patients may be referred to the clinic by GPs, but may also make direct appointments. The Sports Surgery Clinic does not have an emergency department (SSC, 2011).
Fees for procedures are typically paid for by patients’ private health insurance although outpatient visits to consultants are usually paid for by the patient. These fees are standard for the sector in Ireland, typically from €100 to €120 per visit.

7. Analysis and Discussion
We have used the business model framework from Johnson et al. (2008) as a basis for ordering the data given in the previous two sections. The business models for the four hospitals in India are summarised in table 1 and the four Irish hospitals in table 2. It is immediately clear from the tables that the four elements of the business model in each case provide a detailing of each organisation’s generic strategy. However, two significant differences emerge across the two countries. These are concerned with the extent of vertical integration and labour force flexibility. 

The business model analysis shows that in Ireland all hospitals, except those adopting a focused low-cost generic strategy (of which there are very few), are fully integrated with each hospital providing its own diagnostics and accommodation. In India, the situation is different with low-cost operators eschewing high-cost capital equipment and avoiding employing expensive specialised professionals. Low-cost operators largely outsource diagnostics which allows test centres achieve economies of scale by providing services to multiple hospitals. Low-cost hospitals in India also avoid the costs involved in providing accommodation either by carrying out procedures on an outpatient basis as does Jaipur Foot, or by outsourcing accommodation as does NN. 

Low-cost operators in India achieve some of their cost savings by paying medical staff lower rates than traditional hospitals. This is not the case in Ireland where the employment environment is more rigid (strong representative bodies exist for nurses, doctors and consultants) and expensive (public sector salaries are among the highest in Europe) with hospital consultants being particularly highly paid. Low-cost operators in Ireland therefore focus on improving the effectiveness and efficiency of organisational processes and on the optimum use of hospital resources and equipment. 
For most of the hospitals, the four elements of the business model are congruent; however, there are some inconsistencies. One of these inconsistencies relates to Beaumont Hospital which is attempting to provide a premium service in the case of its private beds within the confines of a public hospital that is following a cost leadership strategy. This may lead to what Porter calls a ‘piggy-in-the-middle’ situation where the organisation fails on both counts: Attempting to provide a premium service in one part of the organisation undermines its low-cost approach to the rest of the organisation; Further, its general low-cost ethos may make it difficult for Beaumont to provide a premium service to its private patients. Beaumont is not alone in this situation: most of the general public hospitals in Ireland cater to a mix of public and private patients.
	
	District (Public) Hospitals
	Apollo
Hospitals
	Life Spring Maternity Hospitals
	Narayana Netralaya

	Value proposition
	Provides medium-range of secondary care in-patient and outpatient services in each district in India.
Target market is the wider population

Low to zero fees, but long waits.


	Specialises in high-end treatment and care. 

Target market is patients with healthcare insurance.

High fees, but short waits.
	Specialises in maternity care.
Offers a more prompt service than general hospitals.

Low fees and zero waits.


	Specialises in eye care. 

Offers very advanced diagnostic and highly specialized surgery services

Medium fees and short waits.

	Revenue formula
	Government funding

Fee for private rooms and diagnostic and lab facilities paid by patients.
	Fee paid by patients.

The primary source of revenue is through utilisation of facility for procedure. Hence,,resources are put to maximum use.
	Fee paid by patients.
A tiered pricing model that allows internal cross-subsidization (30–50% cheaper than comparable market rates).

	Fee paid by patients (private healthcare  service).
Free eye care services provided through government funding and other charitable avenues.

	Key processes
	Basic laboratory and operating theatre facilities.
Referral links to tertiary care public and private hospitals in the area.
Basic accommodation with some private and semi-private beds.
	Consultant rooms.

Full range of theatre and diagnostic technology.  

Well-appointed accommodation.
	Simple, low-cost equipment, the most sophisticated being ultrasound machine.
Outsourced pharmacy and laboratory facilities. 
Basic accommodation with some private and semi-private beds.
	Specialist operating theatres, advanced diagnostic and surgical procedures. 

No accommodation in the hospital, but has arrangement with neighbouring hotels.


	Key resources
	Medical, para-medical and hospital administrative staff.
Basic diagnostic, laboratory and surgical equipment.

	Large team of specialist consultants. 

Advanced diagnostic & surgical equipment and laboratory facilities
	Small teams of gynaecologists, assisted by trained mid-wives  

Basic clinical facilities.


	Large team of specialist consultants.

Advanced diagnostic & surgical equipment.
Reputation for treatment of advanced eye-related ailments.


Table 1. Business models of hospitals in India

	
	Beaumont Hospital
	Mater Private

Hospital
	Mater Rapid Injury Clinic
	Sports Surgery Clinic

	Value proposition
	Provides full-range of emergency, elective and outpatient services.
Provides a mix of public and private beds.

Low fees, but long waits.


	Specialises in high-end treatment and care. 
Target market is patients with healthcare insurance.
High fees, but short waits.
	Specialises in minor injuries.
Offers a more prompt service than general hospitals.

Low fees and short waits.


	Specialises in musculoskeletal injuries. 
Target market is sports professionals and amateurs.
High fees, but short waits.

	Revenue formula
	Costs of public patient treatment met by state funds. 

Fee for private care partially paid by healthcare insurers.
	Fee partially paid by healthcare insurers. Balance paid by patients.
	Fee capped at €100 and paid by patients.
	Fee partially paid by healthcare insurers. Balance paid by patients.


	Key processes
	Full range of theatre and diagnostic technology.
Consultant clinics.

Basic accommodation with some private and semi-private beds.
	Consultant rooms.
Full range of theatre and diagnostic technology.  
Well-appointed accommodation.
	Treatment clinic capable of carrying out basic procedures. Basic diagnostic technology.
No overnight accommodation.
	Consultant rooms.
Specialist theatre, diagnostic and rehabilitation technologies. 

Well-appointed accommodation.


	Key resources
	Large team of specialist consultants. 
National reputation in neurosurgery.

	Large team of specialist consultants.
Specialist heart and cancer centres.
	Emergency care team. 
Basic clinical facilities.


	Small team of specialist consultants.

Reputation for treatment of soft tissue injuries.


Table 2. Business models of hospitals in Ireland
8. Conclusion
In Ireland, low-cost hospitals are invariably run by the state and all state hospitals operate under a low-cost approach. Conversely, all premium hospitals belong to the private sector and to date all private sector hospitals have followed a premium strategic approach. Clearly, there exists the possibility of entry by the private sector into a low-cost approach. There are several barriers to such an entry mode: the cost of hiring hospital consultants in Ireland is very high and this is the primary obstacle towards adopting a low-cost approach; and a large percentage of the population have access to private healthcare and therefore expect premium and not low-cost treatment. However, long queues and long wait times for hospital treatment, particularly in the public/low-cost category and to some extent in the private/premium category, indicate a built-up demand for hospital treatment that could be met by a focused low-cost operator. Also, health insurers could create new low-cost insurance packages to provide care in focused low-cost hospitals, if and when these should become available.

In both India and Ireland, one of the four categories had no or few offerings. In India, we found a dearth of hospitals in the broad low-cost category, especially in the rural areas where majority of Indian population resides. However, some of the broad premium chains are expanding their range of services to semi-urban and rural areas with lower costs. The Apollo chain, for example, has started another chain called Apollo Reach Hospitals, located mainly in second-tier cities in India, and offering many secondary and tertiary care facilities
. Since the cost of real estate and cost of living in these areas is much lower than that of metropolitan cities, the cost of medical care in these hospitals is relatively lower. 
In Ireland, we found a dearth of hospitals in the focused low-cost category. Those that exist are primarily public maternity, children’s or orthopaedic hospitals. A small number of other specialised public hospitals such as the Royal Victoria Eye and Ear Hospital in Dublin do exist. However, such specialised low-cost hospitals are very few in number. The approach to specialisation in Ireland has been largely to develop a particular competency within an existing general hospital. For example, Beaumont Hospital is a recognised national centre for neurosurgery. 

This lack of focused low-cost hospitals suggests a possible gap in the market in Ireland that could conceivably be filled by a chain from India moving into the Irish market. For example, NH or Aravind Eye could move into Ireland offering some very specific services at lower costs. Lower costs could be achieved by following the example of the low-cost retail or hotel sectors: by locating in low-rent areas such as industrial estates or at city outskirts, by using lower cost doctors and other medical staff from low-wage countries such as India itself, by outsourcing services such as X-ray processing or medical transcription services to lower cost countries, and by generally adopting processes that have been put in place in Indian hospitals. In fact, NH is in the process of building a large health city in Grand Cayman in collaboration with Ascension Health, the largest not-for-profit hospital chain in the USA
. The Cayman health city is located less than an hour from Miami by air, and is expected to serve patients from the USA, Canada and Caribbean region. The government of Cayman Island has agreed to recognise the Indian degrees for the medical nursing and paramedical staff and a large number of health insurance companies from the USA have shown keen interest to refer their patients to this health city.
The absence of focused low-cost hospitals in Ireland can also be directly addressed by medical tourism. To some extent, this already exists: Irish people regularly go to other countries such as Northern Ireland or Hungary for dental services. It is possible that over time, and as trust in foreign hospitals builds up, Irish people could travel to India, for example, for low-cost hospital treatment. Medical tourism already exists in India where chains such as Apollo, Fortis and NH provide treatment to foreigners. Indian hospitals today attract approximately 150,000 patients every year from western countries and the cost of treatment in India is estimated to be one-tenth of the comparable treatment in America or Britain. Therefore, while we have classified Apollo as a premium operator in India, to customers from the developed world, this chain will appear to be low price.
In summary, while conventional wisdom has it that ideas and innovations from the developed world may be usefully exported to emerging countries, it is clear from the above discussion that innovations taking place in emerging countries could equally be useful to developed countries. However, implementation of these innovations may require radical thinking on the part of developed country policy-makers and radical change for its citizenry. 
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