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Bumrungrad’s Global Services Marketing Strategy

“It was just like staying at the Ritz- Carlton in Boston. The only thing that reminds you that it’s a
hospital is the medical people coming in and out — and the bed.”*

- Rosemary Shea, a patient treated at Bumrungrad.

“We offer a complete package — very high medical and service standards, a five-star facility and
very competitive prices. Where else can you walk in without an appointment, see a US Board
Certified specialist in under 15 minutes, pay US 815 for the consult and have a Starbuck’s
cappuccino on your way out? That’s really quite unique.’””

- Ruben Toral, Director of International Programs, Bumrungrad Hospital.

“There are people coming from Holland that have never been to Bangkok before, for total hip
replacements. It is like any other product. If you can do something better, faster and cheaper than
your competitor than you will sell your product. Thailand now probably represents the best
possible health care anywhere in the world.”

- Curtis Schroeder, CEO of Bumrungrad Hospital.
INTRODUCTION

In early 2004, Bumrungrad Hospital Public Company Limited (Bumrungrad) in Bangkok
(Thailand) was named the ‘Best Small Cap Company,” by the Singapore-based magazine
Asiamoney. The award was given on the basis of a 2003 poll conducted on more than 3000 fund
managers, chief investment officers and heads of research at fund management firms, insurance
companies and brokerage houses in the Southeast Asian region. Bumrungrad (market
capitalization of under US$500 mn) was selected from over 180 companies considered for the
award.

On Bumrungrad’s remarkable achievements, Philip Owens, the Managing Director and Publisher
of Asiamoney said, “This represents the first time that this award has been made to a hospital
company in the twelve-year history of the poll. One glance at our best-managed companies on our
2003 poll reveals that they have one talent in common — the ability to recover fast. Bumrungrad
Hospital in Thailand certainly fits this description with its remarkable success story.”* On
receiving this honor, Curtis Schroeder (Schroeder), CEO of Bumrungrad said, “We’re very happy
to be recognized in this year’s poll. Bumrungrad has made a remarkable recovery from the dark
days of the Asian economic crisis through an effective restructuring and has emerged as the
dominant regional player in the Southeast Asian healthcare care market for cost-effective
international medical care. This award is a wonderful capstone to the efforts of our management
and employees.”™

“The Birth of Luxury Womb Service [Obstetrics], Jill Burshay, Asian Wall Street Journal, January 26, 2001.
“Medical Tourism in Pacific Asia — A Prescription,” Pata Compass, February 01, 2002.
“Bumrungrad Hospital: Five Stars Healthcare,” Thailand Opportunity, September 01, 2002.
“Bumrungrad Named Best Small Cap Company,” www.bumrungrad.com, February 12, 2004.
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Believed to be Southeast Asia’s largest privately managed hospital, the 554-bed Bumrungrad
Hospital treats both Thai nationals and foreign patients. The hospital is becoming increasingly
popular with foreign patients. In 2002, out of the 850,000 patients treated in Bumrungrad, there
were 250,000 foreign patients, coming from over 130 countries across the world.

Since the mid-1990s, Bumrungrad has come a long way to emerge as a leading healthcare brand in
the world. In 1997, when Thailand was hit by the Southeast Asian currency crisis®, Bumrungrad
was among the several healthcare companies in Thailand that were severely affected. A vast
majority of Thai patients moved away from private hospitals to government-run ones. However,
Bumrungrad perceived this adverse situation as an opportunity for growth and followed an
aggressive marketing strategy that targeted foreign patients to the hospital.

Though Bumrungrad has been largely successful through its focus on foreign patients since mid-
1997, the hospital faces a few important challenges in early 2004. Bumrungrad faces fierce
competition from leading hospitals in Thailand and other neighboring countries like Singapore and
India, which are targeting the same clients by offering similar world-class healthcare facilities.
Bumrungrad, therefore, has to discover new ways and means to differentiate its healthcare services
from those of its competitors.

BACKGROUND NOTE

Established in September 1980, Bumrungrad® was initially a 200-bed facility. The initial
investment for setting up the hospital was Thai Baht’ 90 mn. The hospital was jointly owned by
Bangkok Bank and the Sophonpanich family, one of Thailand’s leading business families. In 1989,
Bumrungrad went public and its shares were listed on the Thai Stock Exchange. Over the next
decade, Bumrungrad adopted several innovative practices to emerge as the best privately managed
hospital in Thailand. The significant increase in the number of domestic patients in its care over
the years led to many fold increase in its revenues.

In January 1997, Bumrungrad shifted to its new facility located at the centre of Bangkok.
Constructed at an estimated cost of $110 mn ($60 mn raised through offshore loans), the 12-floor
building had 554 beds and 21 operation theatres. The hospital was equipped with the most modern
medical equipment and had 600 physicians, nearly half of whom had been trained in the US, and
drawn from different parts of the world. Some of the physicians served as consultants and were not
on the hospital rolls.

Bumrungrad hired an international management team led by American professionals. Its CEO,
Curtis Schroeder had prior experience of running a hospital in California. However, in July 1997
Bumrungrad faced tough situation when Thailand was severely hit by economic recession. The
Southeast Asian currency crisis led the value of Thai Baht dip sharply. The crisis had its fall-out on
the middle class Thai population from which Bumrungrad derived most of its revenues. They
started shifting to government hospitals where healthcare was available free or at lower cost.

® The Southeast Asian financial crisis started in early July 1997, when international currency speculators as

well as many Thai nationals began selling the Baht to buy US dollars, causing a flight of capital out of
the country. As a result, capital became scarce and interest rates on borrowed money rose sharply,
leading to the Baht losing about 20% of its value. Then the Thailand stock and real markets collapsed,
pushing the country into its worst recession as production decreased, unemployment rose sharply and
businesses failed and went bankrupt. The crisis spread quickly to other countries in the Southeast Asian
region like Indonesia, South Korea, Japan and China, significantly damaging the economic health of the
region.

In local Thai language, Bumrungrad meant ‘caring for people.’

7 Currency of Thailand. As on March 19, 2004, 1 US$ = 39.42 Thai baht.
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In this adverse situation, Bumrungrad decided to change its strategy by drawing in foreign patients,
including expatriates in Thailand and nearby countries, as well as tapping patients in developed
countries in Europe and the US, as its clientele. Describing the situation, Schroeder said, “We
basically had two alternatives at that time. We could shut down the place and lay off employees,
cut costs and turn off the lights and try to weather the storm, or we could aggressively use it as an
opportunity to build market share. We went with the General Electric approach, the Jack Welch
approach, which is that where you make your biggest market share is during down markets.””®

Bumrungrad began an aggressive marketing effort to project itself as a global hospital complying
with all international standards. The hospital had already applied and received the 1SO 9002
quality certifications for all its departments and systems in March 1997. In 1999, the 1SO certified
Bumrungrad as a Comprehensive Tertiary Acute Medical Centre®. With this, it became the first
healthcare company in the world to receive such certification. Schroeder said, “It’s not a magic
cure, but whether you’re selling cement, steel or healthcare, without third party validation, it’s
difficult to get international recognition.”*

Bumrungrad also decided to use the Internet as an information and marketing medium to promote
its healthcare services to foreign patients. It launched its website — www.bumrungrad.com in 1997.
The website had several user-friendly features to provide the healthcare information that visitors to
the site were looking for. Visitors could find out about the medical facilities and the range of
treatments available at the hospital. One of the main features of the website was the ‘Find a
Doctor’ section. Using this feature, patients could choose between 600 doctors and book an
appointment online, on the basis of their preferences and requirements. Thus, the patient’s
preferences for the kind of treatment, the nationality of the doctor and so on were taken care of at
the first instance. Appointments were confirmed within two hours. By mid-1999, the website was
drawing 800 hits a day. According to estimates in 2001, nearly 150 appointments were booked
every day through the site. The customers could also view their medical records through the
website.

PROMOTING HEALTHCARE SERVICES GLOBALLY

In the late 1990s, Bumrungrad participated in an international road show organized by the export
promotion department of Thailand commerce ministry. It was around this time that Thailand began
promoting medical tourism as an ‘export’ product — one which could earn valuable foreign
currency for the country (Refer Exhibit | for the medical tourism industry scenario in Thailand).
Soon, Bumrungrad opened representative offices in Ho Chi Minh City (Vietnam), Yangon
(Burma), Dhaka (Bangladesh) and Laos (Cambodia). The offices provided assistance to foreigners,
helping them to procure visas and make travel arrangements, and providing cost estimates to
patients intending to get treated. They even coordinated arrangements for picking up and dropping
off patients at Bangkok airport with the Bumrungrad hospital staff

Sales representatives were sent to other Asian countries to create awareness and promote
Bumrungrad. The promotional exercise helped Bumrungrad attract foreigners who had to undergo
surgery from those countries where quality healthcare was either not available or was too
expensive. Bumrungrad also started targeting foreigners coming in for routine health checkups -
one of its main business segments. Initially the main customers targeted for routine health
checkups were the Japanese. For this, it tied-up with a travel agency in Thailand catering mainly to

®  “Thailand offers sun, sand and surgery,” Financial Times, August 12, 2002.

A tertiary hospital is one in which technologically advanced medical treatment is administered to the
patients in diverse medical disciplines including general care, heart care, sex transplants and cancer
treatment.
“Bangkok Hospital Seeks Cure for Economic Ills By Treating Foreigners,” Asian Wall Street Journal,
June 1999.
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the Japanese visitors and recruited a Thai doctor who could speak Japanese. Over the next couple
of years, Bumrungrad opened representative offices in Sri Lanka, Nepal, the Maldives, UK and the
Netherlands.

In April 2000, Bumrungrad tied up with Thai Airways International, the government owned
international airlines, to run healthcare package trips to Thailand. Thai Airways marketed a
medical package at Bumrungrad, alongside its traditional tourism and other relaxation packages.
Advertisements and catalog information on Bumrungrad appeared in the magazines of Thai
Airways and their Royal Orchid Holiday*" brochures. The tourists could choose from two options
— the ‘Health Examination for Women or Men’ and the ‘Executive Physical.” (Refer Exhibit II).

In late 2000, Bumrungrad launched a campaign aimed at attracting patients in the UK. The
company tied up with a UK-based company called UK Healthcare Enterprises to promote its
services. The hospital offered an ‘instant and affordable’ full package of healthcare services. The
package was inclusive of airfare, medical charges, accommodation and the entire cost was a mere
one-third of that in a hospital in the UK.

Bumrungrad employed similar aggressive marketing tactics to tap other European countries, where
people had to wait for a long time for getting treatment in their countries’ National Health
Schemes, while the other option of private hospitals was very expensive. Describing the strategy,
Schroeder said, “We are targeting countries where healthcare costs are high and insurance net is
low.”* Apart from Europe, Bumrungrad also targeted countries like Japan and the US by offering
services which were not covered under medical insurance including cosmetic surgery, laser
surgery, skin resurfacing, skin and dental treatment and comprehensive checkups.

Following the September 11, 2001 attacks in the US, many people from the Middle East and other
Islamic countries were uncertain of going to the US and Europe for medical treatment, as they
feared that they would not be treated well. Bumrungrad was quick to realize this as an opportunity
to boost revenues from Islamic countries and serve patients from that region. The entire staff of
1300 people was given sensitivity training on the fundamentals of Islam. The staff greeted Islamic
patients in traditional style. For the first time in Thailand, a Halal kitchen was opened in the
hospital, which served religiously acceptable halal food for Muslims. The kitchen was certified by
the Islamic committee of Bangkok. The hospital also opened an Islamic prayer room and had
seven Arabic interpreters on board to communicate with the patients. Each room had a prayer rug
and a sign pointing towards the holy city of Mecca. All these initiatives were aimed at recognizing
and fulfilling the specific cultural needs of Muslim patients, apart from their healthcare needs.
These measures enabled Bumrungrad to attract 10,000 patients from the Middle East in 2001.

In early 2002, Bumrungrad launched an advertising campaign in Arabic newspapers. It also tied up
with Middle East travel agents to promote its customized services. Bumrungrad’s efforts at wooing
patients from the Middle East were very fruitful. During January and May 2002, the hospital
treated 5,779 patients from the Middle East, a rise of 64% compared to the corresponding period in
2001. In August 2002, the hospital received 2,700 patients from the United Arab Emirates (UAE)
alone.

With the increasing influx of foreign patients, Bumrungrad opened an International Patient Centre
(IPC) in mid-2002. The IPC provided services to foreign patients, such as procuring visas,
language translation, insurance, transport, interaction with a doctor from their country, and even
repatriation.*®

' Thai Airways offers several holiday packages in Thailand under the brand name, Royal Orchid Holidays.
It offers several package tours in different parts of Thailand.

12 “Medicine Comes With Espresso,” Sylvia Saw-Mckaige, Voranai Vanjaka, December 01, 2000, Bangkok
Post, Thailand.

3 The process of helping people from a foreign country to return back to the country of birth/citizenship.
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In late 2002, Bumrungrad floated a new subsidiary named as BH International (BHI). The
subsidiary offered consultancy services to people/firms, primarily from neighboring countries,
interested in establishing hospitals of the standard of Bumrungrad. BHI was given a contract to
build a major hospital in Myanmar.

In November 2002, Bumrungrad tied up with Mandara Spa** to offer relaxation programs which
complemented the medical treatment at the hospital. These programs were targeted primarily at
Japanese patients who had a preference for natural treatment. The spa offered a wide range of
treatments including facial, aroma therapy massage, Thai traditional body and foot massage,
manicure and pedicure services, and a special treatment program for prospective mothers. The
treatments were offered by specially trained Spa staff, in consultation with the doctor concerned.

In 2003, Bumrungrad’s main clientele comprised patients from Southeast and South Asia, who
required specialist medical services, particularly in acute care; patients from the Middle East; and
patients from Europe, US and Japan requiring elective surgeries like plastic surgery. Along with its
aggressive global marketing initiatives, Bumrungrad also took proactive measures to ensure it
provided the right kind of ambience and service experience to foreign patients. This helped the
hospital generate tremendous word-of-mouth publicity.

THE IN-HOSPITAL EXPERIENCE

Bumrungrad had a western-style ambience in the hospital to woo foreign patients. The lobby of the
hospital resembled a five-star hotel, with a ceiling as high as two floors, teak pillars and plush
sofas and armchairs. Attractive oriental carpets covered the marble floors, while flowering trees
and shrubs were tastefully arranged around. The hostesses were trained in different foreign
languages. One of the main attractions of the hospital was the variety of restaurants in the lobby
that catered to people of different nationalities. While big brands like McDonalds and Starbucks
attracted significant attention, there were Thai and Japanese restaurants as well. This ambience
made the patients feel at home.

On the importance of the in-hospital experience, Schroeder said, “The ambience we try to create
here is very international. We want people here to feel comfortable and not be threatened by the
hospital. If you come into a hospital and it’s stark and cold and smells like a hospital, the first
reaction is, ‘I don’t want to be here.” When you come in and see the lobby and see Starbucks and
smell a good cappuccino, there’s a different psychological effect. It changes people’s attitude to
health and the idea of hospital as a place to come not just when you’re sick, but when you want a
health check. We do 30,000 health screenings a year so it’s more of a health destination.”*®

Bumrungrad aimed to provide a great customer experience (Refer Exhibit Il for experiences of
patients at Bumrungrad). It ensured that its patients were treated in quick time. It had a reputation
of utmost efficiency. Bumrungrad offered healthcare services round the clock. It was estimated
that the average time for treatment of outpatients’ was just 42 minutes. In April 2001,
Bumrungrad installed internet cafés in the hospital, popularly known as BH Cyber Corners.
Visitors and patients could browse the Internet round the clock. The cafes were located at the main
lobby and at the outpatient center.

In mid-2001, Bumrungrad installed a medical information system called Hospital 2000 at an
estimated cost of 170 mn baht. The system facilitated dealings with customers of different
nationalities. Customers could register at the website and could choose to communicate in any of
17 languages. When patients checked into the hospital too, they could indicate their language of
choice, from among Japanese, Chinese, Thai and English and the system automatically translated
all their records, payment particulars, medical bills and pharmacy labels into these languages.

Y A part of Bali (Indonesia) based Royal Garden Resort, a renowned resort and hotel spa which started
operations in 1996. It operates 36 spas in Southeast Asia and an additional 30 in other parts of the world.

15 «“Smooth Operator: Asia’s Most Luxurious Hospital,” Metro Magazine, September 1999.
16 A patient who is admitted to a hospital or clinic for treatment that does not require an overnight stay.
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Bumrungrad was famous for its heart centre. It had two cardiac labs, two exclusive cardiovascular
operation theatres, a coronary care unit with 14 beds, an exclusive testing lab, and a consultation
center. The women’s center at Bumrungrad had a wide array of services dedicated to women. The
facilities comprised a consultation clinic with private facilities, a health screening program and full
obstetrics facilities, including labor rooms, birthing rooms, a nursery, and an intensive care unit for
newly born babies.

Bumrungrad’s cosmetic surgery center treated a number of foreigners and Thais. It had both
American Board and Thai Board certified plastic surgery physicians. The services offerings
included forehead lift, facelift, eyelid surgery, rhinoplasty, facial implants, breast lifting,
enlargement and reduction, and reconstructive plastic surgery.

Bumrungrad’s accommodation facilities for patients included two royal suites, 19 VIP suites, 57
deluxe rooms and 119 ‘single, semi-private and budget’ 4-bed wards. All the deluxe rooms and
VIP suites and the two royal suites had PCs with Internet connection. The 554 beds were split into
500 Medical/Surgical/OB/Pediatrics, 26 Adult Intensive Care, 14 Cardiac Care (CCU), 9 Pediatric
Intensive Care, 5 Level Il Neonatal Intensive Care patients. The outpatient clinics could
accommodate around 3000 patients every day. The hospital even had a helicopter to airlift patients
in case of extreme emergencies.

Several of the hospital’s 600 physicians had international accreditations. The physicians were
assisted by technical staff who could operate a complete array of diagnostic and treatment tools
including linear accelerators with 3D computer planning, beauty therapy, and radiation simulators,
as well as all operations in the out-patient chemotherapy center and cancer consultation center.

Appreciating the management practices at Bumrungrad, Schroeder said, “The combination within
hospital walls of management practices and top-class medical skills is the key to the success of
hospitals like ours. I’'m no brain surgeon, and I wouldn’t expect any of our physicians to know
how to run a hospital. The formula works.”"’

PRICING OF HEALTHCARE SERVICES

Well-planned pricing was a major contributor to Bumrungrad’s success. The healthcare costs at
Bumrungrad were significantly cheaper than those at similar medical facilities at Hong Kong,
Singapore and the US (Refer Table I). On the importance of pricing, Schroeder said, “If you’re
flying several thousand miles, the issue is the combination of quality and price. As long as quality
is held to be as good or better, price is the most compelling factor.” The room rent included
nursing care and general medical services. Low-rent apartments with maid-servants were available
near Bumrungrad for families of those being treated at the hospital and for out-patients who
needed medical care after being operated.

Though Bumrungrad’s healthcare services marketing strategy focused mainly on attracting
foreign patients, it did not ignore its Thai clientele. The company launched full-page
advertisements in local newspapers to attract local customers. Details regarding the room
rates, costs of major surgeries and so on were provided in these advertisements. For instance,
in 2000, auspiciously referred to as ‘the Year of the Dragon,” in the Chinese calendar,
Bumrungrad launched the ‘Dragon Baby’ campaign targeted at pregnant women. The package
was reasonably priced at Baht 29,900. The campaign attracted a good response particularly
from middle class Thai nationals.

" “Medicine on the Move,” Asia-Inc, Hong Kong, May 01, 2001.
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Table |

Comparison of Costs at Bumrungrad and Medical Facilities in Other Countries

($ per day)
Services Bumrungrad Hong Kong Singapore uUs
Private Room 80 140 229 1,351
Full Medical Examination 267 710 854 3,400
Open-Heart Surgery 6,900 Not Available 10,400 90,000

Source: “Medicine on the Move,” Asia-Inc, Hong Kong, May 01, 2001.

Bumrungrad offered healthcare services to local customers at a competitive price compared to
other major hospitals in Bangkok (Refer Table Il). Commenting on the affordability aspect,
Schroeder said, “It’s not just luxury, we have four beds from Baht 900 a day to royal suites at Baht
6000 to Baht 8000 a day. There’s always a reputation if you’re the premier hospital that you’re
only a luxury hospital, but in fact we take care of over 600,000 patients and by far the majority of
these are simple, middle-class, working people earning a normal Thai wage.”*®

Table 11
Prices at Top Three Private Hospitals in Bangkok

(Baht per day)
Services Bumrungrad Vichalyuth | Samithvej
Lowest priced room/day 500 600 900
(4 beds, AC, Cable TV)
Basic lab test (Triglycerides) 225 240 300
Complete Blood Count 175 180 160
Routing ultrasound 1,200 1,200 1,600
Normal Delivery Package 29,900 30,000 29,900
(Incl. Private room, Physician Fee)

Source: “Medicine Comes With Espresso,” Bangkok Post, Thailand, December 1, 2000.
THE BENEFITS

By 2002, Bumrungrad’s strategy of wooing foreigners reaped rich dividends with the hospital
witnessing more than three-fold growth in the number of foreign patients between 1997 and 2003.
(Refer Table 111). By 1999, foreign patients accounted for 28% of its total customers compared to
11% before the 1997 crisis. Bumrungrad had also emerged as a market leader in Thailand’s
healthcare tourism business, with a market share of 90%

18 «Smooth Operator: Asia's Most Luxurious Hospital,” Metro Magazine, Thailand, September 01, 1999.
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Table 111
Foreign Patients Visiting Bumrungrad Hospital

Year Foreign Patients Visiting Bumrungrad Total Patients
1996 40, 000 NA
1997 75, 200 470, 000
1998 1, 30, 000 NA
1999 NA NA
2000 180,000 600,000
2001 225,000 780,000
2002 250,000 850,000

Compiled from “Medicine Comes With Espresso,” Bangkok Post, Thailand, December 1, 2000;
“Bumrungrad Hospital: Ups Foreign Focus,” The Nation, Thailand, April 26, 2002; “Bumrungrad Unit
Overseas Hospitals Targeted,” The Nation, Thailand, January 17, 2003; “Thailand offers Sun, Sand and
Surgery,” Financial Times, August 12, 2002.

In April 2002, Bumrungrad received accreditation from Joint Commission International (JCI)*, a
US-based hospital accreditation agency. Bumrungrad became the only hospital in Asia and one
among the 12 top hospitals in the world outside the US to be accredited by JCI. In 2002,
Bumrungrad also became the first hospital in Asia to receive 1SO 9001:2000%° and 1SO 14001*
certification. In recognition of its efforts to provide the best healthcare services, Bumrungrad had
received several quality certifications and honors (Refer Exhibit V).

According to September 2002 estimates, each day, Bumrungrad received over 200 e-mails from
patients in different parts of the world requesting treatment at the hospital. The management had
put five full-time employees in charge of checking and answering e-mails. By the end of 2002, the
Bumrungrad had developed a database of 2 mn patients who were treated in the hospital. This
database could be accessed by all the doctors.

Bumrungrad’s financial performance had improved significantly by the fiscal 2003 (Refer Exhibit
V). Analysts attributed the remarkable growth of Bumrungrad to its global healthcare services
marketing strategy.

INITIATIVES IN 2003

In February 2003, Bumrungrad opened an outpatient pediatric centre, called Kids’ Village.
Constructed at an estimated cost of 20 mn Baht, the centre was the largest children’s medical care
center in Thailand. The center aimed to attract 30,000 children per month compared to the current
influx of nearly 10,000 children every month. The centre had 48 qualified pediatricians,
representing different pediatric disciplines such as allergy, nephrology, endocrinology, psychiatry

% The accrediting body for over 18,000 hospitals in the US. Before Bumrungrad, the JCI had accredited
eleven international hospitals in Europe, South America and the Middle East. Through both international
consultation and accreditation, JCI helps to improve the quality of patient care in hospitals.

ISO 9001:2000 specifies requirements for a quality management system for any organization that needs
to demonstrate its ability to consistently provide product that meets customer and applicable regulatory
requirements and aims to enhance customer satisfaction. The familiar three standards 1SO 9001, 1SO
9002 and ISO 9003 have been integrated into the new 1ISO 9001:2000.

ISO 14001 is a series of international standards on environmental management. It provides a framework
for the development of both the system and the supporting audit program.
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and so on. The center offered several medical services in a kid-friendly environment as it was
painted with blue skies, clouds, etc. and had colorful treatment rooms and an entrance center, to
make kids feel relaxed. It had a Well-Baby center, with a separate entrance and waiting room for
kids with immunizations and who were likely to be sick. The ‘Kid Zone’ had an edutainment
center with a mega screen ‘BH Theatre’ which telecasted children programs round the clock. The
center also had a separate breast-feeding lounge and a children’s pharmacy. Commenting on these
initiatives, Chatree Duangnet, Chief Medical Officer (CMO) of the hospital said, “We spend over
100 mn Baht a year for improving our facilities and services. We make sure that our customers get
the best medical quality, intensive service and efficiency in utilization.”?

In mid-2003, Bumrungrad added several new features to its website. The new features included a
new section called ‘International Patients.” Using the various icons in this section, foreign patients
could make various requests such as pickup from Bangkok airport, information on the prices of
various services, booking a room at the hospital’s service apartments, and also keep themselves
posted on the recent developments at the Bumrungrad (like new surgeries conducted at the hospital).
They could also learn about tour options (the website listed exclusively priced packages). The
website also offered some special services to patients and their families. For instance, families of
patients being treated at Bumrungrad could send e-greetings to their loved ones from anywhere in the
world. The website also introduced Asia’s first ‘Virtual Nursery,” through which the patients’
relatives could view pictures of newborn babies online. The website visitors could also view all the
clinics, patient rooms and healthcare departments at Bumrungrad online.

THE PROBLEM

With its state-of-the-art medical and other infrastructural facilities and its world class healthcare
services standards, by early 2004, Bumrungrad has emerged as one of the best-managed hospitals in the
world. Having achieved this remarkable growth in its business resulting in significantly improved
financial performance over the past five years, Bumrungrad’s main challenge will be to sustain this
growth in future, especially in the light of tough competition from local players in Thailand as well as
hospitals from other emerging healthcare destinations in the world (Refer Table V).

In 2004, Bumrungrad faces tough competition from local players, who are upgrading their services
and infrastructural facilities to be on par with those at Bumrungrad. Industry analysts say that it
may not be difficult to imitate the unique services offered by Bumrungrad. A few competitors are
also offering specialized medical treatment in a five star hotel-like ambience. For instance, Praram
9 Hospital in Thailand is acquiring a reputation for fertility treatment and kidney dialysis. It has
internationally certified doctors offering services at very competitive prices. Other competitors like
Sanutveh, BNH and Bangkok hospitals have renovated their facilities to reach the standards of
Bumrungrad. Hospitals in neighboring countries like Singapore, Malaysia and India are also
following the same strategy (Refer Exhibit VI for the snapshot of global medical tourism industry).

Table IV
Emerging Healthcare Destinations in the World

No. of Mone
Country Foreigners From Countries Like Earne)é Strengths
Treated (2002)

India 126,000 | Middle East, NA Cardiac Care, Joint
Bangladesh, UK, Other Replacements, Lasik.
Developing Countries

Malaysia 85,000 | US, Developing $40 mn Cosmetic Surgery
Countries Japan,

22 «Bumrungrad Opens new kid-friendly-med-centre,” Business Day, Thailand, February 25, 2003.
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No. of
Country Foreigners From Countries Like
Treated (2002)

Jordan 125,000 | Middle East $600 mn | Open Transplants,
Fertility Treatment,
Cardiac Care

Money

Earned Strengths

South 50,000 | US, UK NA Cosmetic Surgery, Lasik,
Africa Dental Treatment
Cuba N.A | Latin America $40 mn Specialist Niche

Treatment: Vitingo, Night
Blindness, Cosmetic
Surgery

Source: Businessworld Analysis.

Undeterred by the rising competition, Bumrungrad plans to ‘go global’ in its pursuit of new
avenues of growth. By 2005, Bumrungrad plans to manage a private hospital in Dhaka
(Bangladesh). The $40 mn hospital called ‘Square Hospital Limited,” is to be managed completely
by Bumrungrad. However, Bumrungrad will not be investing its own finances in this venture as it
is to be built using finances from private investors in Bangladesh.

QUESTIONS FOR DISCUSSION:

1. Bumrungrad has emerged as the leading privately managed hospital in Southeast Asia.
Comment on Bumrungrad’s strategy of wooing foreign patients. How did the company
promote its services to foreign customers? Explain.

2. Inaservice business, providing the best customer experience is the key to success. In the light
of this statement, identify the distinctive characteristics of the healthcare services offered by
Bumrungrad. Study and comment on the services marketing mix of Bumrungrad.

3. Bumrungrad has reportedly improved its financial performance significantly over the past 4-5
years. Explore the relationships between the services marketing variables like customer
satisfaction, quality of service and increased productivity, and the overall profitability of
Bumrungrad.

4. In early 2004, Bumrungrad faces fierce competition from local as well as foreign healthcare
companies from nearby countries. Conduct a SWOT (strengths, weaknesses, opportunities and
threats) analysis of Bumrungrad, and comment on its competitive position in 2004. What
measures must Bumrungrad take to retain its leadership position in the future?
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Exhibit |
Medical Tourism Industry in Thailand

Thailand had been renowned as a medical tourism destination ever since the 1970s, its primary
attraction being the sex change operations. In 1997, the Thailand government started officially
promoting healthcare services as an export product. It organized road shows in Vietnam, Laos
and Burma, through which it showcased Thai healthcare to international markets. The tourism
authority of Thailand launched a campaign showcasing Thailand’s wide array of health and
wellness programs, from exercise, yoga and the age old Thai massage to medical checkups and
other healthcare services. Starting with Bumrungrad hospital, Thai Airways entered into tie-ups
with a couple of other leading Thai hospitals to promote medical packages along with the usual
tourism packages. This was a unique initiative implemented for the first time in the airline
industry. As per 2000 estimates, foreign patient business in Thailand was estimated to be Baht 1
bn ($24.4 mn).

As per the 2002 estimates, Thailand had more than 1,400 hospitals, with around 145,000 beds.
Of these, over 40,000 beds were privately managed. During 1995 and 2002, the number of
privately managed beds had increased by over 100%. This period was also characterized by the
modernization of medical infrastructure in Thailand, with hospitals adopting latest technologies,
drawn from different parts of the world and a rise in sophistication of medical fraternity and
hospital management. In 2002, over 600,000 foreigners coming mainly from the US and UK
were treated in Thailand generating revenues of $470 mn. The strength of Thailand medical
services laid in Cosmetic Surgery, Organ Transplant, Dental Treatment and Joint Replacements

Adapted from “Bumrungrad Hospital: Ups Foreign Focus,” The Nation, Thailand, April 26, 2002, “Sun,
Sea and surgery,” Bangkok Post, Thailand, September 10, 2002 and “The Health Travelers,” by Prosenjit
Dutta and Gina S. Krishnan, Businessworld, December 22, 2003.
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Exhibit 11

The Bumrungrad Package

Royal Orchid
Holidays

Bangkok and Central Thailand

Comprehensive Health
Examination for Women or Men
7 hours

Operates: Daily except Sunday
ROHA31

This wide-ranging health examination at Bumrungrad Hospital will cover a comprehensive
physical check, in consultation with a senior physician and various specialists. In addition to
complete laboratory analysis of blood, urine and stool samples, the study includes abdomen
ultrasound; chest and barium stomach X-rays, thyroid, hepatitis, diabetes, cardiac and cancer
screening, plus eye examination. Also included, for women, are heart ECG, mammography and
pap tests. For men, the tests include heart stress test in addition to the ECG, heart, PSA and liver
function analysis.

Royal Orchid
Holidays

Bangkok and Central Thailand

o .
—— !

|
i

Executive Physical
E ' 3 hours: AM
S Operates: Daily except Sunday
ROHA30

This general health review and overall medical check at Bumrungrad Hospital will look into
family medical history, include a physical examination by a senior physician and undertake
blood and other sample analysis. Also included are chest X-rays, ECG and abdomen ultrasound
tests.

Source: www.thaiair.com.
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Exhibit 111
Bumrungrad — Experiences of Foreign Patients

Penny Walker (Walker), a New Zealand national was the wife of a Kiwi diplomat posted in
Bangkok. She was suffering from some problems such as temporary loss of vision, which she
believed to be normal sinus symptoms. She avoided consulting doctors as a bad experience in
the past had made her scared of hospitals. As her health condition deteriorated, she took an
appointment at Bumrungrad with an eye specialist, and an ear, nose and throat (ENT) specialist.
She got an appointment on the same day, and it was pretty cheap at Baht 600 ($30). The
examination by the specialists revealed no sinus problem and she was asked to consult a
neurologist. An MRI scan revealed that she needed immediate medical attention, requiring her
to stay at the hospital. The hospital staff then asked her to choose a room from the different
options available. Following this, the hospital staff accompanied her around the hospital where
her X-rays, blood sample tests and ECG tests were conducted. All this was done in an hour.
Walker was told that she needed to undergo brain surgery within a week. Her friends and
relatives expressed skepticism over her decision to get operated in a developing country like
Thailand, advising her to fly back to New Zealand for the surgery. At the hospital, her UK-
educated brain surgeon explained clearly the procedure of the operation and comforted her in
his own warm and friendly manner. The surgery was performed successfully and she was
allowed to go home within a week. Walker was very impressed with the service standards
followed at the hospital and, particularly, the caring attitude of the staff. She remembered the
friendly nurses who always greeted her with a smile.

Bumrungrad hospital’s website and its Hospital 2000 information system allowed customers, from
countries near and far, to get medical attention in quick time. For instance, Mary Wong (Wong), a
Hong Kong business consultant working in Sri Lanka, was looking for a good hospital to undergo a
fat-removing liposuction operation. Having considered the options from various hospitals in and
around the region, she zeroed in on Bumrungrad, for one simple reason — the convenience of getting
operated in quick time. Wong browsed through the Bumrungrad site, contacted a plastic surgeon and
mailed him about her requirement. She got a reply within a couple of hours. She booked an
appointment with the doctor on the same day and landed in Thailand, the next day. In spite of being
a Sunday, she was able to consult the doctor. A day later, the doctor got her operated. She was
pleasantly surprised at the sheer speed of the whole episode.

A 57-year old US patient who was treated at Bumrungrad said, “This was the best experience in
my life.

e My endocrinologist graduated from the University of Pennsylvania Med School
e My orthopedist graduated from the USC Med School

e My doctor of internal medicine graduated from University of lowa Med School
e My pulmonary specialist received post graduate training at Tulane University

e The dental care was the best of my life. They saved a front tooth my American dentist
wanted to cap.

e A complete eye exam and prescription for progressive lenses was issued in less than 1 hour.
e The dermatology appointment was scheduled & treatment completed in less than 1 hour.

e All of my doctors took the time to discuss my unique medical needs and long-term goals.

e Cost averaged 15-20% (80-85% off) of US pricing for superior medical treatment!

Thailand is known as the Land of Smiles. | have never seen so many happy smiling people in a
hospital in my life. Thanks Bumrungrad!”

Adapted from “One Fright in Bangkok [Patient story of Neurosurgery Abroad],” The Press, Christchurch,
New Zealand, January 2001 and “Inside the Battle for Asia’s Sick Rich,” Asia Week, Hong Kong, November
16, 2001 and “Best Experience in my Life” Grand Imperial Travel, January 05, 2004.
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Exhibit IV
Awards and Recognitions for Bumrungrad

Bumrungrad is the winner of 2002/3 Intelligent 20 Award by the Singapore-based Intelligent
Enterprise Asia. It received the prestigious award for the successful implementation of its
Hospital 2000 information solution, which remarkably boosted the hospital’s productivity. This
was the first time a Thailand based company received this award. It was also the first time that
the award was given to a company in the healthcare industry. The award is given to those Asian
companies which use innovative IT solutions to boost productivity and provide enhanced
customer service.

In September 2002, Bumrungrad received Asian Hospital Management awards in two
categories — quality management and information technology. From the 92 projects submitted
from 33 hospitals, Bumrungrad was chosen the winner in the quality management category in
recognition of its 2002 accreditation by the US-based Joint Commission International and in the
IT category for its locally developed hospital information system — Hospital 2000.

In September 2002, Bumrungrad was awarded Prime Minister’s 2002 (in Thailand) Export
Award as Outstanding Private Hospital most recognized by Foreign Patrons.

Bumrungrad is the first private hospital in Thailand to be awarded Hospital Accreditation based
on the US and Canadian standards and the first hospital in Thailand to be re-accredited.

Adapted from different articles posted on www.bumrungrad.com.
Exhibit V
Bumrungrad — Financial Performance (1999-2003)

(In mn baht)
Year ended Dec. 31 2003 2002 2001 2000 1999
Assets 4,456.28 3,561.43 3,594.62 3,353.35 4,422.64
Liabilities 3,196.78 2,969.35 3,211.22 3,156.85 6,936.17
Equity 1,239.39 588.55 379.70 196.50 25.135
Paid-up Capital 1,321.23 892.63 892.63 892.55 438.99
Revenue 4,620.31 3,670.15 3,069.94 2,967.87 2,124.84
Net Profit 666.49 226.30 200.70 -582.19 -1,057.53
EPS(Baht) 6.68 2.54 2.25 -9.70 -24.10
ROA (% - Annualized) 23.05 9.14 9.61 -9.48 -7.93
ROE (% - Annualized) 72.92 46.74 69.66 -50.25 -55.54
Net Profit Margin (%) 14.43 6.17 6.54 -19.62 -49.77
As of 19/03/2004 | 31/12/2003 | 27/12/2002 | 28/12/2001 | 29/12/2000
P/E 11.82 19.30 0.67 1.01 1.43
P/BV 6.34 8.64 0.34 0.67 1.69
Last Price(Baht) 59.50 69.50 4.70 4.70 4.70
Market Cap. 7,862.53 9,182.53 206.66 206.66 206.66

Source: www?2.set.or.th.
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Exhibit VI
A Snapshot on the Global Medical Tourism Industry

In 2002, more than 1.3 mn tourists visited five countries — Thailand, Singapore, Malaysia,
Jordan and India, spending close to $1 bn. In these countries, the spending on medical tourism is
increasing at a rate of over 20% per annum. Other countries such as Hong Kong, Lithuania and
South Africa were also vying to become chosen healthcare destinations.

Though the practice of traveling to foreign countries for medical treatment had been in vogue
since ancient times, the momentum has picked up, as large numbers of people are able and
willing to travel overseas more easily now. The trend towards medical tourism has increased
particularly since the late 1990s. A lot of factors have contributed to this development. One is
the large and increasing population of people aged over 60 years in developed countries like the
US, UK and Japan. In the US, the baby boomers (people in the US born during 1946 to 1964,
estimated to be 76 mn) are in middle age or are nearing retirement. It is believed that the
population of people aged over 65 years is likely to nearly double over the next 15 years in the
US. In the UK, it is estimated that in the next 30 years, people over 65 years age will account
for one-fourth of the total population, as against the current rate of 16%. The situation in
Western European countries is similar, as life expectancy rates are high. Therefore, there has
been a major increase in demand for healthcare services in these countries. The healthcare
systems in these countries are coming under great strain on account of the rising demand of
older patients. The number of qualified doctors and nurses joining employment in the US and
UK is also not growing in proportion to the increasing requirements.

As it is clear that the healthcare systems in developed countries cannot cope with the demand,
people from these countries have started looking for alternatives in other countries, particularly
those in Asia. To tap this demand, countries like Malaysia and Thailand have been employing
aggressive marketing tactics to promote themselves as medical tourism destinations in the
region, with advanced medical infrastructural facilities and sufficient numbers of qualified
doctors. The purpose, at the governmental policy level, is to earn foreign exchange to support
development, while at the level of the firm it is extremely profitable. Apart from appealing to
citizens of cash-rich countries in Europe, US and Middle East, these hospitals are also
beginning to attract people from countries with under-developed healthcare facilities.

Across the world, medical travelers can be classified into four geographical groups, with each
group having distinct needs in mind. The first group comprises people from countries like the
US who are on the look-out for cheaper alternatives for surgeries not covered under their health
insurance (like cosmetic surgery) and for people who are either not insured or are under-insured.
The second group comprises people from countries like the UK, where the healthcare systems
(called the National Health Service (NHS) in the UK) make people wait for months together for
medical treatment. According to 2001 figures, in UK, over 1 mn patients were waiting for
inpatient treatment, while half a mn people were waiting for outpatient treatment. Unable to
handle the pressure, the NHS decided to outsource medical treatment to countries like Germany
and Austria. Sick with the NHS and unable to afford the costly private alternatives, the patients
in the UK started looking for other alternatives. The third group comprises people from the rich
Middle East countries where healthcare services are not available or are unable to meet the
demand. It is estimated that annually, over 500,000 people from the Middle East travel abroad
for medical treatment. The last group of medical travelers includes people from less developed
and developing countries like Nepal and Bangladesh, who seek medical treatment abroad owing
to the underdeveloped medical infrastructure in their countries.

Contd...
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Contd...

Globally, the medical tourism market is estimated to be $40 bn, and is growing at more than
20% every year. Countries like India and Thailand are fighting aggressively to tap the market.
Earlier, each country acquired specialization in a particular kind of medical treatment and
marketed it aggressively. Thailand, for example was noted for its sex change operations, while
India was renowned for its ayurvedic treatment. However, off late, all the countries are trying to
project themselves as medical destinations for all kind of medical treatment. Health insurance
companies in developed countries are also waking up to the fact that they could tap the market
for uninsured people by offering coverage for medical treatment in developing countries.

Adapted from “The Health Travelers,” by Prosenjit Dutta and Gina S. Krishnan, Businessworld, December
22, 2003.
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