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What makes a few diagnostic imaging groups to
succeed and others to exit the business?
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Dr Arjun Kalyanpur,
CEO, Teleradiology
Solutions

Rahil Shah, CEO, NM
Medical

2. NM Medical

has a chain of 15
diagnostic imaging
centres.

radiology and pathology.

Today the group has 15 high-end imag-
ing centres spanning the cities of Mumbai,
Pune and Bengaluru. Except for five centres
that do not offer MRI and CT, all others of-
fer both high-end pathology and imaging
services. Their investment per centre with
only imaging and pathology is around Rs 20
crore, while without MR and CT ranges from
Rs 5 crore to Rs 6 crore. Most of the centres
are standalone, except two within hospitals
at Sancheti Hospital, Pune, and Cloudnine
Hospital, Bengaluru.

he Indian imaging market has made

rapid strides over the last one decade.
There has been proliferation of diagnostic
imaging centres in private hospitals, growth
in tele-radiology utilisation, growth of
refurbished equipment sellers and focus of
major imaging vendors on value segment
imaging with a focus on emerging markets.
Says Dr Arjun Kalyanpur, CEO, Teleradiol-
ogy Solutions, “The growth in the sector is
related to the overall growth in the Indian
healthcare industry which is spurred by
an increase in availability of capital for
investment in the sector, rising consumer
expectations, and an increase in health-
care imaging needs arising from increas-
ing prevalence of the big three diseases,
namely cancer, heart disease and stroke, all

of which require repeated imaging as part
of the initial diagnosis and subsequent fol-
low up.”

High-end imagining continues to find
inroads into the hospitals where there are
captive customers and where a minimum
number of patients is assured. "Imaging is au-
guring well for the hospitals as the capex gets
justified through the assured patient base,”
says a market pundit.

Below are a slew noticeable trends in diag-
nostic imaging market:

Boom in tier Il and III towns

The proliferation of imaging centres is mostly
being witnessed in tier Il and tier Ill towns, as
most of the metro cities are over saturated
markets. “While more centres would come
up in tier Il and Ill cities, the leading brands
in tier I cities need to focus on specialised
imaging like cardiac or neuro imaging to be
key differentiators,” says Rahil Shah, CEQO, NM
Medical.

A good example of a group capturing the tier
11 market is HealthMap Diagnostics Private
Limited, which is a SPV that Manipal Health
Enterprises Private Limited has started with
Philips India Limited. The group is providing
radiology services in Haryana and Jharkhand
under the PPP model. All the centres man-
aged by HealthMap are in tier lll towns,
except for Panchukla, Gurgaon. Ranchi and



Jamshedpur. (Read more about the PPPin
the box on page 22 )

According to experts, large healthcare
chains find these markets attractive given
the latent demand-supply gap, relatively low
cost of land and lower competitive intensity
for quality and high-end services.

Pathology chains in diagnostic imaging
Many leading pathology chains have entered
diagnostic imaging, but these chains notably
offer basic diagnostic imagining like X-Ray,
ultrasound and ECG. “These pathology
chains are keen on offering comprehensive

diagnostics, mainly for the purpose of corpo- .

rate health check-ups,” says Dr Mahajan.

However, corporates keen on grabbing a
pie of the diagnostics market is clearly focus-
ing on pathology. Examples are Sterling Ac-
curis, Apollo Diagnostics or the newly formed
Pathkind Diagnostics, the diagnostic foray of
Mankind Pharma.

Mankind would primarily be restricting
itself to pathology. It would not venture into
the high-end imaging. The group would be
having only basic imaging like ultrasound
and X-Rays in these centres. Says Sanjeev
Vashishta, CEO, Pathkind Diagnostics, “We
are looking at purely pathology model, bar-
ring some of those centres where we will be
offering complete health check.”

Lack of interest of corporate
While there has been a proliferation of imag-
ing centres, predominantly run by the radi-
ologists, a closer look indicates that not too
many corporate are in this space. Rather, sev-
eral corporates in this space are witnessing a
plunge in business. An established diagnostic
player like SRL Limited has been de-focusing
on imaging. Over the last few years, it has
exited its imaging vertical in around seven
centres as the segment was not growing it a
steady pace and eroding the EBITDA margin
of the company.

So what has led to the slowing down of
the growth of imaging chains? Is diagnos-
tic imaging a difficult model to replicate,

in comparison with pathology? Yes, says
experts. First, diagnostic imaging requires
a high capital investment. While a diagnos-
tic centre with only ultrasound, ECG and
X-Ray as well as pathology services would
require Rs 25 lakh to Rs 30 lakh, a centre
with high-end CT and MR would require an
investment of Rs 15 to 20 crore. If one adds
nuclear medicine with PET CT, then the
investment is another Rs 10 crore. Mahajan
Imaging pumped in Rs 13 crore to start the
nuclear medicine department with PET CT
in Sir Ganga Ram Hospital.

Also, the breakeven period for imaging
centres is around five to seven years. “To
set up a pathology lab, the equipment can
be taken on lease, reagents are mostly on
pay per use basis and there are various
easy funding options. Also, one can scale
up the pathology business faster,” says
Rahil of NM Medical.

Second, diagnostic imaging centres are
highly dependant on radiologists and techni-
cians for interpretation of reports and qual-
ity manpower is difficult to acquire. Around
90% of pathology reports for biochemistry,
microbiology and pathology are automated,
with very less dependence on manpower.
But cent per cent of all radiology report

interpretation are dependent on radiologists.

For a high-end imaging lab, one needs to hire
well-trained radiologists, sononologist, cardi-
ologist and technicians. “A pathologist in the
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Dr MK Khanduja,
Founder, BSR
Diagnostics

3. BSR Diagnostics
focuses mainly on
high-end imaging.
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Niraj Arora,
CEO, HealthMap
Diagnostics Pvt Ltd

central lab can validate hundreds of reports
in one day. However, a sonologist can only do
15-20 scans per day,” says Rahil.

Experts say that the investment required
for one imaging centre can be utilised for
starting one main lab and 20 collection cen-
tres, covering a winder geography. “In pathol-
ogy, the patient need not travel. Rather, the
sample travels. But in imaging, as the patient
needs to travel for scan, the imaging centre
has to be closer to the patient,” says Dr MK
Khanduja, founder of BSR Diagnostics.

Exit of a few groups

Diagnostic imaging is plagued with chal-
lenges like high manpower costs and lack of
availability of skilled manpower, high capex
and high rate of obsolescence of technology.
The challenges have compelled some old and
new players to exit the sector. For instance,
north India’s leading healthcare imaging
brand, Diwan Chand Satyapal Aggarwal
Imaging, had to wind up a few year after the
founder promoters exited the group. It was in
2010 that ASIAN Healthcare Fund, a pri-
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vate equity firm launched by Dabur Group
chairman Anand Burman and former CEO of
Dabur Pharma Ajai Vij, had taken controlling
stake in the group for about Rs 180 crore.

According to analysts, the group eventu-
ally lost its market position and local connect
post the exit of the founders. Others point
out that the group did not invest sufficiently
in high-end technology and were plagued
with several other operational issues.

And last December, the Vatika Group, a
leading player in the real estate and hospital-
ity business, decided to exit its healthcare
business- Vatika Medicare. It was only in
January 2015 that the group began its opera-
tions in Delhi-NCR by acquiring two diagnos-
tic labs 'Health Square' from Spry Hospitality.
Vatika Medicare, which is one of the verticals
of Vatika Hotels, had plans of investing Rs
200 crore to open 15 diagnostic centres in
tier [l cities, beginning with Delhi-NCR. The
group has exited both the diagnostic centres
in Gurgaon and Hauz Khas. During the exit,
Deepak Uppal, director, Vatika Medicare,
explained, “We have decided to focus on our




core business, which is real estate and hotels.”
What could have gone wrong in both the
cases? “KKnowledge about the local mar-
ket along with continuous investment in
high-end technology are mandatory to be
adifferentiator in this business,” says Rana
Mehta, executive director, Leader Healthcare,
PWC. He added that one needs to have good
local connect with doctors to successfully
run radiology business. That is why several
successful radiology chains are not present
pan India.

Imaging centres offering pathology
Several leading diagnostic imaging chains
have also started offering basic pathology
services, without digressing from its core
domain. However, Mahajan Imaging offers
diagnostics only in its Defence Colony centre.
It plans to provide it in the recently launched
Gurgaon centre.

There are also instances where diagnos-
tic chains attempted to roll out its path lab
business but attained limited success. Bhilai-
based BSR Diagnostics is a case in point. The
group which has 27 imaging centres in the
states of Chhattisgarh, Odisha, West Bengal,
Madhya Pradesh and Maharashtra, had tried
to stake a claim in the pathology business in
ameaga mode a few years back. But soon the
group realised that the dynamics of running
the pathology business is different from

radiology. “Though we continue to have pa-
thology in all our centres, our current focus is
high-end radiology, as it was before,” says Dr
IKhanduja.

Spate of PPPs
Several successful PPP projects are being
run across the country in diagnostic imaging
for over 15 years in several parts of India. Sev-
eral of the PPPs have Philips as a technology
partner. According to Chhitiz Kumar, CEO -
Philips Capital, head - government business
& PPP, “The diagnostic services are indepen-
dent services and hence amenable to doing
a complete PPP around them. These services
can function independent of other services
in the hospital unlike services such as car-
diology, oncology and others. Also, imaging
PPP ensures that diagnostic services are
accessible and available to the masses. This
has a direct co-relation with down-staging of
various diseases by early detection.”

PPP is a win-win solution for the gov-
ernment, patient and private player as
the latter gets a steady patient flow in an
existing government hospital. This implies
lower gestation period and lower marketing
expenses. And the government gets high-
end services which ultimately benefit the
patients. Also, patients get the high-end ser-
vices at lower prices in the existing govern-
ment hospital, closer to their community.

4. A pathologist
at the central
lab can validate
hundreds of

reports in one
day, but a

sonologist can
only do 15-20
scans per day.
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To have a profitable PPP, Kumar insists
that the government needs to increase the
differential of CGHS pricing NABH/NABL
vs. non-NABH/NAB to ensure that quality
players are attracted to deliver healthcare.
"Also, the tenders should be re-designed to
go beyond lowest price bidder and move
to quality and cost based selection in PPP
bid selection in healthcare, as it has done in
other sectors,” he adds.

Demand for teleradiology

With shortage of radiologists, teleradiology
services for diagnostic imaging is expected to
pick up. As of now, only a few imaging chains
are using teleradiology.

Teleradiology Solutions Private Limited,
founded in the year 2002 with the initial
goal of providing emergency/after-hours
reporting services to hospitals in the US, has
been on the forefront in this domain. The
group has teleradiology reporting centres
in Bengaluru, New Delhi and Hyderabad, as
well as a team of radiologists reporting from
other locations in India, Israel and the US.

“Currently we report approximately
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2,000 examinations per day via teleradiol-
ogy, which includes all modalities, namely
Xray, mammeography. CT, PET-CT and MRIL In
addition, we have three diagnostic centres
linked with our outpatient multispecialty
clinics under the RXDX banner. The average
volume per day at these centers is approxi-
mately 50 X-rays, 40 ultrasounds, 10-15 CTs
and 5-10 mammograms,” says Dr Kalyanpur.

Private equity infusion

According to market pundits, as increas-
ingly larger amounts of capital will continue
to be deployed behind established ideas
like national and regional chains, funding
will be towards new firms as well as further
funding of market leaders. Also, accelera-
tion in consolidation and M&A are expected.
The key ingredients seem to be in place for
roll-ups across different segments and it is
likely that in the next five years the market
will witness a clear set of consolidators and
potential sub-scale targets. Others predict
that more centres might introduce nuclear
medicine or do O&Ms of nuclear medicine
centres within hospitals. @




