- CAsE: Narayana Health—An Innovative Healthcare System in India

D Drevi Shetty is an icon of modem entreprencurship in healthcare of millions of peor Indians. He pionecred and championed
an ahsoluicly unhcard modcl for treating India’s poorcst people, for whom money was always a constraining factor in health-
carc. For example, an open hean surgery, which normally costs 250 lakhs with over 32 500 por month in post-operative canc
and medicines, commaen man lacks resources to manage this, Most of the zimilar heart speciality hospitalz in India arc beyond
thic reach of common people as they function in a corporate-style. This docs not allow a poor paticnt to enter into their system.
D Shetty"s Naravana Health offers a welcome-note to these poor and yet it i= 2 sustainable and an cffective business model.
Till 2013, MNarayana Health (NH) was knoam as Marayvana Hnudayalaya.

Marayana Health or Marayana Hrudayalaya (MH) i now onc of the largest private hospitals in India. It performs more heant
surgerics per year than the leading hospitals in the TS, with matching quality and cffectivencas. Dr Shetty has developed a
scalable, low-cost modcl, in which thosc who can pay are paying for themsclves but the hospital is able to treat paticnts who
otherwise cannot afford such healtheare. Majonty of other Indian corporate-type modemn hospitals just do a lip serviee to these
poor. MH group currently has about 3900 operational beds. It is spread across 23 hospitals, 7 heart-centres and a network of
primary carc facilitics across India. It provides advanced healtheare in over 30 specialities, incloding cardiobogy and candia sur-
gery, cancer care, ncurclogy and newro-surgery, orthopacdics, cte. On an average, 343 daily surgerics or proceduores are done. It
has an ambitiows plan to cxpand in the coming seven o ten years a0 as i become the largest healtheare player in the coontry.

Strategy of NH to Drive Development and Growth

MH has developed a four pronged strategy for development and growth. It is as follows:

1. Al Healthcare Needs Under e Roofs WH has brandied itsclf as a recognized and proven centre of excellence in cardiac
amd renal scicnces. Despite the fact that enly six cone specialitics contribute to abowt 89 percent to group’s revenucs,
MH iz commitied to provide entire healthcare system under one roof. s main revenoe gencrating specializations ane:
Cardiac and Renal Scicnces, Oncology, Mewro Scicnces, Gastro and Intestinal Scienees, and Orthopacdics.

2. Adepting Technology, Improving Lives: NH is always keen to adapt dismptive technology for having excellence i the
profession. Throogh technologics like satellite-bazed communication systems and many others, it has focused on beeom-
ing a truc Pan-India healtheare provider.

3 Leverage wpon Operations] Spnergies! Providing affordable healthceare is a key to all the planning within the MH gys-
tcm. WH has focuscd on its supply chain to manage cost. Economy of scale has worked in favor of its profitabilin.

4. Talor-made Enpagement Framework: MH maintaing a healthcare ecosystem that i very inclusive in nature, It also
cnsures optimal utilization of resources,

Strategy of NH to become Cost Effective

D Shetty dreams to make cardiac surgery affordable to the poor and the children by creating a chain of heant haspitals in cvery
stafe of India. The root of this drcam lics in an initial gencrous funding by his father-in-law, who pot just onc condition to Dr
Shetty. Mo poor and children would be tumed away for the lack of moncy in WH. Developing MH as onc of the hest cquipped
hospitals of world was not very difficult for Dr Shetty. He got the best collaborators. Indian Space Rescarch Organisation
(ISROY) provided satellite services to link small local hospitals in the country with NH 20 that immediate advises fior a hean
attack paticnt may be sought by boacal hospitals from NH. During operation of an infant, anacsthetics in the LS. can support
the surgeons in operation theatre of MH. Telemedicine is now possible for people lecated in remotc places ton. Biocon has
supported MH in offering new dmogs, which are conziderably cheaper than conventional oncs. The attrition of doctors is almost
#ero, They work at a salary, which is almaost half of what they could get clsewhere.

WH is not like a typical government hospital which lacks doctors and cquipment. It now symbsolizes the best-in-class health-
carc delivery sysicm. Therefore, when the rich people come here, they pay the nommal charges ag MH provides the best care.
U the other hand, MH does not tum away the poor for the lack of moncy. MH Business mode] has some similarity with that of
Wal-Mart. It takes advantage of wolume in its favor. [t conducts an average of 150 surgerics cvery day and treats an average of
around $0,000 outpaticnts cvery month. It i moch higher than other Indian hospitals of zimilar size. Dr Sheity himsclf provides
consultation to almost two paticnis per five minoies. But, all of them are well cxamined and diagnosed by an cxpert support
tcam before they mect Dr Shetty. A large number of pathological tests per day per machine brings down per unit cost doe to
ceconomy of scale. Some of the cxpensive machines are on reni from the supplicrs 8o as to save the immedizte capital expendi-
turz. However, these supplicrs carn regolarly by supplying reagenis, needed to ren the same machine, on use basis. Again, high
volume helps in bringing down the rental cost. Lean staff further helps in bringing down eost and reducing eormuption.

The imitial investment, or capital cost, in a healtheare industry is quitc high. It iz wp to ¥ one crore per bed for a high-end
hoapital. On the other hand, a typical 200 bed MH hospital has been built at a cost of 350 million with pre-fabricated materi-
als, which means anly £17.5 lakh per bed. To save cost, many non-value added costs have been cot. For example, in place of
ceniralized air-conditioning (AC) for the entire hospital, AC is uscd at eritical places like opcration theatres, Intensive Care
Units {(ICUs), and a few paticnt recovery rooms""=.

Many State governments have understood and supporied Dy Sheity®s drcam for heant care for the poor and the needy. For
cxample, Kamataka State Government supports India’s largest Micro Health Insurance Programme called Yeshaswini at a
monthly premivm of T10, o over three million farmers.

D Shetty foels locky to have treated Mother Teresa, As narrated in an interview, Dr Shetty recalls that one day, Mother, who
at that point of time was recovering in the intengive care unit of the hospital, saw Dr Sheity cxamining a blue baby. She told
Shetty, “Mow [ know why youo are here. To relicve the agony of children with heart disease, God sent you to this world to fix it”.
O course, this must have been the touching moment for this pacdiatric candiac surgeon and perhaps the best compliment amy
profeszional has ever received for the purpose of his being in the profession. Mo wonder, he keeps a wall-hanging of Mother
Teresa in his office with the following word written below: “Hands which help are betier thar the lips that pray™. He says,
“When you do your work without expecting anything in retern, just for the joy of bringing happincss to others, that’s when
you'll realize it i not yoor hands, which do the job, it i the hands of God™.

Questions

1. Driscuss the necd and approaches towands low-cost health delivery in India.
2. How can we implemcnt bean system in services like healtheare?
3. Driscuss critical success factors for MH in India. Can these be replicated in other services?
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