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Mr Ratan Jalan had a meeting with the Chairman of Apollo Hospitals, Dr
Prathap C Reddy, for a half-yearly review of performance in the after-
noon of January 2007. In his mind, he mulled over all the events in Apollo

Health and Lifestyle Limited (AHLL) over the last few years.

Mr. Jalan was the Chief Executive Officer of AHLL. An engineer from the Indian
Institute of Technology (IIT), Kharagpur, his 25-year long career had begun with a
decade at HCL. He had a varied set of experiences — in advertising with the Duncan
Group, in direct marketing at Lintas, and in healthcare consulting with the Asian
Health Services.

When he had joined the group, AHLL was a mere figment of imagination, not even
on the drawing boards. It had taken six painstaking years to build the company, and
Mr Jalan was justifiably proud of all that had been achieved. AHLL had developed
the first-of-its-kind franchised model in private healthcare – a unique model, not
developed anywhere else in the world. For two consecutive years, AHLL had re-
ceived the Best Franchisor Award in recognition of the efforts that had gone into the
creation of the Apollo Clinic brand.

And yet, till today, the company has managed to set up only 50 franchisees. Mr Jalan
recalled the optimism that they all had shared nearly six years ago about establish-
ing 250 clinics in five years time. Had they overestimated the targets, Mr Jalan won-
dered.

Only the last week, Mr Jalan had received a letter from one of the franchisees, for-
warded to him by the Chairman, which made him contemplate whether they were
moving in the right direction at all. Mr Jalan knew that the performance and
sustainability of AHLL required some hard questions to be answered.

APOLLO HOSPITALS: BUSINESS OPPORTUNITY

Apollo Hospital Enterprises Limited, the flagship company of Apollo Hospitals, was
started by Dr Prathap C Reddy in the ’80s. His desire to create world-class healthcare
facilities in India was triggered by an incident that occurred in the late ’70s — A man

M A N A G E M E N T
C A S E Apollo Health and Lifestyle Limited:

Retail Franchising in the Healthcare
Industry

Sanjay Patro and Vinay Kumar

describes a real-life situation
faced, a decision or action

taken by an individual
manager or by an

organization at the strategic,
functional or operational level

KEY WORDS

Healthcare Industry

Preventive Healthcare

Franchised Model

Brand Positioning

Promotional Programmes



92

in his 30’s died of coronary heart disease because he
could not afford to pay for a simple coronary bypass
surgery.

This incident acted as the stimulus for the birth of the
Apollo Hospital in Chennai. After initial years of strug-
gle, the Hospital established a foothold in Chennai.
Gradually, the Apollo Group set up more hospitals in
Hyderabad, Madurai, New Delhi, Ahmedabad, Kolkata,
Pune, Bangalore, etc. Today, Apollo Hospitals are syn-
onymous with corporate healthcare in India.

Dr Reddy realized that the cost of healthcare made it
unaffordable to the middle class of India; the only
method of reducing the cost of healthcare for the com-
mon man was therefore to promote preventive health-
care. Preventive healthcare emphasizes the importance
of regular health check-ups rather than using healthcare
facilities only when necessary.

SETTING UP APOLLO HEALTH AND
LIFESTYLE LIMITED

Apollo Health and Lifestyle Limited (AHLL) was incor-
porated in the late 2000 as a result of Dr Reddy’s vision
of making quality primary healthcare available as an
inexpensive proposition to people all over the country.

After much deliberation, the franchise model was taken
as an ideal way to expand the business. According to a
study conducted by Arthur Andersen, it was possible
to create a nationwide chain of 250 primary healthcare
clinics on a franchise basis; and therefore it was decided
to go ahead with the project. Subsequently, AHLL was
formed in order to deliver quality primary health care
through a separate identity, called “The Apollo Clinic,”
to be launched across India and the neighbouring coun-
tries.

A franchisee enjoys the best of two worlds – as the owner
of an independent business, he is free to leverage his
entrepreneurial capabilities and knowledge of the local
market; additionally, he has assurance of service from
the franchisor and the confidence that he will be con-
tinuously updated about developments in the medical
field, where he is a novice. A nationally recognized brand
like Apollo minimizes his business risks while provid-
ing all the knowledge and expertise required to success-
fully run the business. Moreover, being part of a large
network, allows the franchisee to offer world-class serv-

ice without requiring to spend a lot of money. He is es-
sentially buying ‘peace of mind.’

Keeping in view the role played by family physicians,
their availability in large numbers, and also Apollo’s
high-end image, it was decided that the clinic would
confine itself to consultations by specialists and super-
specialists. It would also help in leveraging the general
physicians’ role as influencers for other services being
offered by the clinic.

According to Mr Jalan, “On an average, families are
spending Rs 540 a month on day-to-day healthcare. In
return they get poor infrastructure and unhygienic clin-
ics. There is very little quality control. Preliminary re-
search also indicates that potential customers were
demanding better quality, consistent, and standardized
services. With the Apollo Clinic, we felt that we should
be able to deliver all this. But I would also like to add
that we would not attempt to replace the family physi-
cian. We will be complementing their services. In a way,
we are bringing the concept of retailing into healthcare
systems through our franchise-based business model.”

The Apollo Clinic: Positioning and
Brand Communication

The Apollo Clinic logo was developed with a simple
visual mnemonic for the family in warm orange color.
The logo contained an impression of three figures, de-
noting a mother, father, and a child, to emphasize that
the clinic was a family health centre. The nomenclature
and the visual identity were meant to convey a facility,
the lineage, and ‘for the family’ feel.

A nurse with a child was adopted as the visual for all
backdrops at all the clinics, and was prominently dis-
played behind the reception area (Exhibit 1).

Keeping in mind the difference in positioning of the
Clinic, the logo was made distinctly different from that
of the Apollo Hospitals, while retaining some of the
brand elements (Figure 1).

 

APOLLO HEALTH AND LIFESTYLE LIMITED

Figure 1: Logo of Apollo Hospital and Apollo Clinic
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The initial communication strategy for The Apollo Clinic
focused on three key propositions: ambience, conven-
ience, and value-for-money pricing. Subsequently, it was
decided that communication should focus on the inte-
grated services available under one roof as the key mes-
sage, since warmth could be conveyed through execution
and pricing should be more of a supportive proposition.
(Exhibit 2)

According to Mr Ratan Jalan, “The Apollo Clinic is about
convenience, about providing a one-stop shop of its kind.
Consistency in quality and service is the key to manage
a business and this has been an important feature in
Apollo Health franchising as well. Healthcare is a sensi-
tive field; hence one has to ensure quality service and
since Apollo is a reputed name in healthcare, the clinics
stand for flawless service and excellent quality.”

The Apollo Clinic aims to provide a friendlier and more
regular consumer interface for the overall Apollo brand.
A study conducted by ACNielsen based on a total of
1,390 interviews across three cities, highlights the im-
pact of The Apollo Clinic on the overall image. While
certain differences in perceptions between Apollo hospi-
tals and clinics, such as availability of high-end medical
equipment or more competent doctors, are a reflection
on category differences, there is a marked correction after
the visit to the Apollo Clinic in terms of ‘price percep-
tion’ and ‘not for everyone’ image of the Apollo brand.
(Exhibit 3)

The Healthcare Industry

As per various estimates, healthcare is a Rs100,000 crore
industry and a study done by KSA Technopak indicates
that a family in urban India spends as much as 11 per
cent of the household income on healthcare. The Indian
healthcare industry is, however, highly fragmented, with
very few players in the organized sector. The market
can broadly be classified as follows:

• Large government or trust hospitals: Most of the
well-established hospitals in India, located mainly in
the metros, are large hospitals set up by the govern-
ment or trusts. Some of them have established repu-
tation as super specialty hospitals, and have been in
existence for more than 30-40 years. Fees in most of
the government-run hospitals are low, but service
standards are not clearly defined. In many instances,
hospitals are unhygienic and patients visit only in

dire conditions.

• Large corporate-run hospital networks: In recent
times, a number of corporates have established “for-
profit” hospitals and hospital chains. They typically
provide superior facilities, usually with superior
equipment and better quality of care. Some of the
well-known names include Escorts Heart Institute,
Fortis Hospitals, Apollo Hospitals, Max Hospitals,
and Wokhardt Hospitals.

• Doctor-run/led hospitals: Each city is dotted with a
number of hospitals that are usually established by
doctors-turned entrepreneurs. Each doctor typically
runs a hospital, which has its own set of standards,
unrelated to any universal standards of service and
healthcare provision. Their reputation mainly rests
on that of the doctor-entrepreneur, and their reach is
limited to a loyal patient following.

• Nursing homes and clinics: Almost all cities and
towns have nursing homes and clinics. These are
most commonly operated by doctors who neither
have any specialization nor are in a position to make
significant investments. They are typically run like a
‘mom and pop store.’ In a number of facilities, man-
power (including nursing staff) is neither trained nor
certified, and the catchment area for services is very
small. Fees are usually very low, and these clinics
and nursing homes do not have qualms about run-
ning unethical business practices.

This day-to-day healthcare segment comprises of three
major constituents: consultations (with family physi-
cians, specialists or super-specialists), diagnostics (rang-
ing from routine lab tests to ultrasound), and pharmacy
(for medicines). Currently, the network for such serv-
ices, even in large cities, is extremely fragmented, unor-
ganized, and unbranded. Absence of accreditation
norms or quality regulations has resulted in a poorly
regulated cottage industry-like environment.

The day-to-day healthcare (visits to the family doctor,
laboratory tests, etc.) market is not organized. There are
no defined standards of service and no stringent regu-
lations. Quality parameters are not defined. Thus, very
often, a blood test taken in two different clinics yields
different results.

Competition has further created situations where doc-
tors practice in multiple locations at the same time, and
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recommend their patients to visit them in a clinic of their
choice, depending upon the relationship with the pa-
tient, his payment capacity, etc.

Competitive Analysis

The large private hospital space is getting crowded with
the entry of a number of new players, each with a few
hospitals, and occupying niche positions in regions or
in specialties.

Max Healthcare: The plan of Max Healthcare (led by
Mr Bhai Analjit Singh) was to set up primary healthcare
clinics which would feed into secondary hospitals. How-
ever, without a secondary care hospital in the group,
the clinics failed to establish themselves. It converted
all its primary care clinics to secondary care centres with
20-50 beds each. At the same time, it also established a
tertiary care hospital in Delhi and is in the process of
setting up another tertiary care hospital. The group now
has about 800 beds with 7 hospitals.

Fortis: Initially started with a tertiary care hospital in
Mohali, Fortis has now grown to establish other hospi-
tals – three in Delhi and one in Amritsar. These include
the Escorts hospital that has been taken over by Fortis.
Each of these hospitals is fed by smaller secondary care-
managed or owned hospitals. Today, Fortis has about
2,000 beds in 12 hospitals.

Wockhardt Hospitals: Started as a pharmaceutical com-
pany, Wockhardt entered into the healthcare services
business through a specialty hospital in Kolkata in 1988.
Since then, it has established hospitals in a number of
other cities in India, including Bangalore, Hyderabad,
and Delhi. It has stuck to its strategy of setting up su-
per-specialty hospitals only, and does not have any sec-
ondary care centres. Wockhardt group has now establi-
shed 10 hospitals with about 1,500 beds all over India.

At the primary care level, the market is crowded with a
number of players, each of them offering a specific posi-
tioning. All of these players offer standardized boutique
of healthcare-related services. Some of the well-known
names include Dr. Batra’s Clinics (offering super-specia-
lty homeopathic treatment, with 46 clinics in operation
throughout India), VLCC (offering beauty and health
solutions with 100 centres across India), and MV Diabe-
tes Clinics (started as diabetes clinics by Dr Mohan). All
of them follow an owned/franchised model concept.

All the primary care centres have specific positioning
differences, while offering common basic healthcare
services. Some of these differences are as follows:

VLCC: Primarily positioned as a beauty and healthcare
service provider. It has also established sub-brands to
cater to specific niches in the healthcare market.

MV Diabetes Clinic: Concentrates only on the diabetes
market. The primary focus of clients is in Southern In-
dia. It mainly offers service packages which are meant
for specific cure.

Thyrocare: Offers only diagnostic services specifically
related to thyroid treatment. It has been established all
over the country with many collection centres supported
by a few diagnostic centres.

Apollo Clinics: Specifically positioned for specialty pri-
mary care with a focus on family health. It relies on the
referral abilities of customers from clinics to Apollo hos-
pitals.

Dr. Batra’s Clinics: Primarily positioned as a homeo-
pathic healthcare centre. It also has general practition-
ers who offer allopathic treatment. Mostly works with
packaged offers which are time-based, or treatment-
based.

In most of these centres, there is a greater emphasis on
preventive medical treatment rather than cure. The typi-
cal clientele consists of customers who are from the mid-
dle or upper-middle class societies, who can afford to
pay marginal premiums as compared to customers vis-
iting smaller, unorganized clinics.

Letter from a Franchisee

One of the franchisees in Delhi had written a letter to
the Chairman of Apollo Hospitals. It said:

“Dear Dr Reddy

When we decided to take a franchisee for the Apollo Clinic, we
reposed our faith in the Apollo brand.

Unfortunately, we have now discovered that there are no ben-
efits to us from this. Not only have you made me invest such
large amount of money in the Clinic, you have also not extended
any help in increasing the sales of my Clinic.

In the past few years, we have not made any profits. Your local
office has not provided us any help. Whenever they visit us,

APOLLO HEALTH AND LIFESTYLE LIMITED
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they comment on quality standards only. How can we afford to
keep spending money on quality standards, when we are losing
money?

Patients are just not interested in the ambience; all they want is
affordable medical services. I have requested the AHLL team to
permit me to offer the medical services at much lower prices,
but they have not agreed. How will we then increase patients?

Even the doctors who are empanelled at our Clinic are not help-
ing. Most of them are more interested in their private practice,
and routinely keep diverting patients. Even when they practice
here, they expect higher incentives from franchisees for their
services and referrals. How can we afford them when we are
not making profits ourselves?

I have recommended one of my friends, who is a BHMS. He has
agreed to set up consulting practice at the Clinic, but your team
has refused permission. The doctors we have are not helping,
and the doctors I know are not allowed to practice. How can we
function like this?

To add to all this, not once has any doctor from Apollo Hospitals
visited our Clinic. We expected that we would have support
from the Apollo Hospitals. We are very disappointed with our
experience with Apollo and want to withdraw from the fran-
chise.”

The letter from this franchisee was not surprising. For
the last few months, he had been refusing to pay the
royalties due. This Clinic was located in a suburb of
Delhi, known for a large middle class population—on a
main road, with ample parking place, and was well con-
nected to most of the surrounding areas. Max Healthcare
had also set up its clinic in the same region and was
known to be doing ‘good business.’ Even at the time of
commencement of operations, this Clinic had its own
share of problems:

• The Franchisee was unable to obtain the requisite li-
censes for operating its Pharmacy. Therefore, the
Clinic had to begin operations without the Pharmacy.

• The initial team of people recruited by the clinic for
Customer Care had all quit. When privately ques-
tioned, some of them revealed that they had to leave
because of the abrasive behaviour of the franchisee.
New Customer Care executives were relatively un-
trained and therefore could not provide service to
the customers as expected.

• Mr Jalan suspected that the Clinic was actually mak-
ing more money than they publicly acknowledged.
It is possible for the Franchisee to collect money from
the patients without necessarily registering it through
the software. Even when asked to submit monthly
statements, the Clinic would routinely delay provid-

ing the data, and in fact sometimes even provided
faulty data.

• Doctors who were empanelled with the Clinic rou-
tinely dropped out. Most of them complained of poor
patient flow, and therefore inadequate opportunity
for them to practice at the Clinic.

Mr Jalan called a meeting with the COO, Mr
Chockalingam, to review this letter. “We have to live
with these complaints since we have decided to run this
as a franchised business,” said Chockalingam. “Each
franchisee will have his perspective, and if we keep abid-
ing by each of them, we will never achieve a uniform
model across the country. Today, this franchisee has
talked about prices; tomorrow, another franchisee could
talk about beds. It is in the nature of the franchisees to
ask for what is not offered. I believe that the only way a
franchised operation should be run is by achieving a high
degree of standardization. I do realize that there may be
some areas where we may need to yield to local require-
ments. But the question is, how much should we give
in?”

The Head of the Northern Region, Mr Behl, countered,
“Getting qualified doctors is not easy. Every doctor has
his own problems. We cannot attract reputed doctors as
they do not see any value in practicing in an Apollo
Clinic; a new doctor cannot attract patients. We have no
alternative but to lower prices.”

“But then, shouldn’t there be a premium that a patient
is willing to pay for the Apollo brand? After all, what
we are offering is the brand value that Apollo brings to
a facility. We should be able to command at least some
price differential because of the brand experience,” said
Mr Jalan. “In any case, we cannot compromise on the
quality standard as it is likely to dilute the brand.”

“What is it that attracts patients to the Clinic? I do not
think that any patient is interested in the quality stand-
ard. I believe that a strong marketing campaign, followed
with aggressive pricing will attract patients. Once a pa-
tient walks into a Clinic, I am sure that his experience
will ensure that he visits us again,” concurred the Mar-
keting Head.

Mr Jalan wondered whether a patient’s behaviour was
predictable. “After all,” he said, “even today a patient
visits a Clinic only when he has an ailment. How can we
predict his buying patterns? For all that we know, he
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may visit a clinic only once in a year!”

“Why are we giving so much attention to the franchisee’s
opinion? He does not know anything about running a
healthcare business! Had we run this on our own,
and without the franchisees, we could have run it much
more effectively, without bothering about all these
issues that the franchisees keep throwing at us,” said
Mr Chockalingam, based on his long experience of work
in the Apollo Group.

THE APOLLO CLINIC MODEL

The Apollo Clinic is an integrated model and offers fa-
cilities for Specialist Consultations, Diagnostics, Preven-
tive Health Checks, and 24-hour Pharmacy, all under
one roof. The Clinic also provides a range of value-added
services such as second opinion from a panel of leading
experts through tele-medicine and counseling on vari-
ous lifestyle parameters.

Consultation

The Apollo Clinic is staffed with doctors from various
medical fields. Specialties include Internal Medicine,
Gynaecology, Paediatrics, and Cardiology. A panel of
visiting consultants in various specialties is also a part
of the Clinic. They cover a wide range of disciplines in-
cluding Urology, Orthopaedics, Neurology, Dermatology,
Gastroenterology, Cardiology, Dentistry, Paediatrics, Or-
thopaedics, Pulmonology, Endocrinology, ENT and Oph-
thalmology, etc. Except for the internists, all doctors in
the Clinic are empanelled and are not on the rolls of the
Clinic.

Diagnostic Facilities

The Clinic offers a comprehensive range of diagnostic
services which include a Laboratory equipped to handle
investigations in the areas of Biochemistry, Haematol-
ogy, Clinical Pathology, and Microbiology; an Imaging
and Radiology department; and a Cardiology depart-
ment.

24-Hour Pharmacy

Each Apollo Clinic has a 24-hour pharmacy, owned and
operated by the franchisee. The pharmacy is an integral
part of the Clinic so as to offer easy access and conven-
ience round the clock.

Other Value-Added Services

The Apollo Clinic has a treatment room for minor and
routine procedures like vaccinations, suturing, first-aid,
etc. However, emergency care or day-care services are
not available.

The Apollo Clinic also offers preventive healthcare pack-
ages so as to facilitate prevention and early detection of
diseases. These packages include Apollo Health Checks,
Apollo Executive Health Checks, Apollo Heart Checks,
Apollo Well Woman Checks, Apollo Child Health
Checks, and Apollo Family Health Checks.

The Clinic Model has been designed such that each unit
generates revenue for the other. Pharmacy generates
walk-in customers, and these in turn result in increased
consultations. Consultations feed diagnostics. Similarly,
health checks feed into increased consultations and di-
agnostics. Finally, revenues are also generated by refer-
rals to Apollo Hospitals by the consultants. Refer to
Figure 2 for revenue linkages between various services
offered by the Clinic.

Every Clinic has been carefully designed, right from the
waiting area to the regular training inputs for the staff.
The aim is to provide an overall customer experience
that is unique and far superior to anything presently
available. The key features that were kept in mind while
designing the Clinics are:

• Utmost functional efficiency to drive resource utili-
zation, physicians and support staff productivity, and
customer satisfaction

• Reassuring and pleasant ambience through judicious
use of colours, lighting, and other elements to con-
vey heightened sense of comfort in an elegant (not
opulent) manner

APOLLO HEALTH AND LIFESTYLE LIMITED
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Figure 2: Value Propositions of Apollo Clinic
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• Focus on cost to ensure overall growth and specifi-
cally the growth of the bottom line

• Ease of replication and sustainability — the key cri-
teria in selection of materials.

The Apollo Clinic attempts to provide a clean, hygienic,
warm, and friendly ambience to its patients. Care taken
in designing the Clinics to ensure uniformity as well as
provide the right design and ambience is reflected in
the following examples:

• All Clinics use the same material for designing the
interiors such as furniture, doors, floors, ceiling, elec-
tric fittings, and paints.

• All Clinics have a large poster at the entrance which
depict a nurse and a child. In addition to this, similar
welcoming posters are prominently displayed in vari-
ous places in the Clinic.

• Large reception areas are provided with facilities for
TV, magazines, and adequate seating arrangements.

• Pleasant colours are used to enhance the ambience
of the Clinic

• Clinics have Customer Care Executives in a standard
uniform, specifically designed to project a pleasant
image.

• Pharmacies are attached to the Clinic and have an
entrance from within the Clinic.

• All patients have to be addressed as customers and
are to be treated as such.

• Feedback forms are made available at each Clinic
counter for obtaining feedback on the services pro-
vided to the patients.

A few illustrative pictures of the Apollo Clinic are pro-
vided in Exhibit 1. Key service quality parameters are
listed in Exhibit 4.

Service Pricing

Pricing of services in the Clinics differs from one loca-
tion to another. Once a region is finalized for setting up
a Clinic, AHLL conducts a study on the best existing
service providers in that region. The tariff structure of
the Apollo Clinic is then benchmarked against that of
these service providers. Accordingly, the Apollo Clinic
tries to offer its services at as low a premium as possi-
ble, the objective being to offer significantly superior
service at a competitive price.

It was decided that volumes, and not margins, would
drive a clinic’s profitability. Though the clinic would
offer significantly superior services, it would follow a
value-for-money pricing strategy, with specifics getting
guided by the local market conditions for each of the
clinics. Since majority of the corporate hospitals includ-
ing Apollo suffer from being perceived as elitist having
5-star facilities, it was realized that aggressive commu-
nication would be vital to correct such perception in the
context of the clinic. (Refer to Exhibit 2)

Selection of Franchisees

The process of selection of franchisees typically starts
with advertisements in national or regional newspapers
soliciting enquiries for franchisees. Advertisements are
followed up with a review of applications received from
prospective franchisees. Franchisees are initially short-
listed based on the following criteria:

• Their background, including entrepreneurial inter-
ests

• Their financial strengths and ability to invest.

Short-listed candidates are called for an interview where
they are presented with the details of the franchise model
contained in a brochure about the Clinic, a compilation
of previous success stories (developed later), and a de-
tailed financial plan for a typical clinic (Exhibit 5).

Potential franchisees are encouraged to ask questions
and seek clarifications. Finalization of the candidates is
a two-stage process – in the first stage, all information is
made available to the candidates, and in the second
stage, they are interviewed by a senior panel from AHLL,
who review their ability to run a franchise.

A potential franchisee who applies for any of the fol-
lowing reasons is summarily rejected:

• Is either involved or interested in the real estate busi-
ness

• Has other large business interests, and treats this only
as an esteemed addition to his company portfolio

• Has possible financial constraints which could be
severe enough to affect the business, should it require
additional funding

• Is a doctor or has an existing clinic, and therefore is
looking to leverage the Apollo brand for expanding
his own practice.
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Out of about 100 applicants to an advertisement, typi-
cally only one would be short-listed after screening. The
short-listed franchisee is required to sign a Memoran-
dum of Understanding (MOU) expressing his intent to
set up a franchised clinic. As a token of his commitment
to the interest, he is required to pay an amount of Rs 5
lakh, which is reimbursed later on signing the agree-
ment.

The MOU would confer on the franchisee the right to
setting up a clinic in a specific territory. Within the next
three months, he would be expected to finalize the fund-
ing for the Clinic, and also narrow down the choice of
possible locations for the same. (The MOU has subse-
quently been done away with and currently, a franchisee
directly signs the agreement).

Subsequently, an agreement is signed between the fran-
chisee and the franchisor for establishing the clinic. The
key features of the agreement are as follows:

• The agreement is a composite one, consisting of a
license for the development of business (Develop-
ment Stage), and a license for the operation of busi-
ness (Operational Stage).

• The Development Stage is the pre-operative stage and
commences on signing the agreement in order to have
“The Apollo Clinic” ready for operations/launching.
This stage could extend to a maximum period of eight
months from the date of the agreement, and the
franchisee is required to complete the development
process and get set for launching the operations of
the business in this time.

• The term envisaged for the Operating License (for
commencement and conduct of the business opera-
tions) is seven years from the date of launching of
the Clinic.

• The franchisee agrees to pay to AHLL an Initial Li-
censing Fee of Rs.15 lakh (in addition to the Rs.5 lakh
paid at the time of signing the MOU) for develop-
ment rights and the right to use Marks developed by
AHLL. This is a non-refundable fee that a franchisee
is required to pay.

• In return for this, AHLL would grant a non-exclu-
sive right to develop and operate the business using
the Systems and Marks created by AHLL, and con-
ducting the business at the territory developed by
the franchisee.

• Apart from this, upon commencement of operations

of the Clinic, the franchisee is required to pay an
amount equal to 5 per cent of the gross revenue gen-
erated in the business. These payments are required
to be made on a quarterly basis.

• The franchisee could seek further renewal for a pe-
riod of seven years by paying a renewal fee equal to
30 per cent of the Initial License Fee.

A list of clinics currently in operation are provided in
Exhibit 6. The key obligations of the franchisor and the
franchisee are laid out in detail in Exhibit 7.

Initial Training and Set-up

Prior to the commencement of business operations, each
franchisee shall undergo a comprehensive Business Edu-
cation Programme that is designed to meet the needs of
the franchisee operating “The Apollo Clinic,” and is con-
ducted by the Indian Institute of Management, Bangalore
for a period of 15 days (Exhibit 8).

In addition, for 12 days before the commencement of
operations, AHLL provides training to the staff of the
franchisee, at the Clinic premises, which includes estab-
lishing and standardizing procedures essential to the
operation. During this process, AHLL provides the
franchisee with Service Quality Standards and Process
Manuals.

AHLL also organizes service quality training, operations
training, and provides inputs for manpower planning
including job responsibility and reward structure, and
guidelines on manpower selection.

Business Promotion and Marketing

The Apollo Clinic relies on promotions at three levels:
promotions by Apollo Hospitals for Disease Manage-
ment programmes (DMPs), promotional programmes
centrally co-ordinated by AHLL for all Apollo clinics in
a specific region or nationally, and finally, clinic-based
promotional activities.

The medium for promotional activities typically consist
of the following mix:

Advertisements

• Newspaper advertisements
• Newspaper inserts
• TV scrolls
• Banners and posters

APOLLO HEALTH AND LIFESTYLE LIMITED
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Other Promotional Programmes

• Continued Medical Education (CME) programmes
for doctors in the region

• Disease management programmes for customers
• Customer-focused non-healthcare programmes (such

as the ‘Scratch and Win’ programmes)

Given the sensitivity and the likely risk of being per-
ceived as overly commercialized business proposition,
AHLL has had a limited focus on ‘paid’ advertising and
has conserved advertising spends. Instead, word-of-
mouth advertising, public relations, and local promo-
tional initiatives have played a greater role in the promo-
tion of clinics.

Promotions and advertisements are limited, and mainly
focused on increasing initial visits to the clinic. The ex-
perience at the Clinic is expected to encourage repeat
purchase behaviour.

Through the creation of a Unique Health Identity (UHID),
each customer of a clinic is tracked for the services that
he has availed, the frequency of purchases, and the av-
erage value of purchases being made. These UHIDs are
stored in the CMS and are continuously monitored and
upgraded.

Local promotional initiatives include specific campaigns
which are focused on increasing footfalls to a clinic. One
of the biggest promotional events is the launch of a clinic
which is preceded by a distribution of pamphlets in the
locality, inserts in local newspapers, scrollers in local TV
channels, and specific invitations to people for the inau-
gural. Typically, a well-known personality of the city is
invited to ‘open’ the clinic, which is followed by public-
ity in the local press.

AHLL also co-ordinates some national promotions and
special events. These are typically linked to certain oc-
casions (e.g., World Heart Day, World Diabetes Day,
Mothers’ Day, etc.) when health check-up packages are
made available pertaining to a specific programme.

In addition, AHLL organizes CME programmes to be
conducted at various clinics. These CMEs are organized
by pharmaceutical companies and co-ordinated by
AHLL. CMEs are viewed by the medical fraternity as a
means of updating themselves about the latest happen-
ings in the medical field, and a useful source of learn-
ing.

AHLL has also launched the Health Edge Card (Figure
3), to specifically encourage repeat visits by a customer.
For a nominal amount of Rs 500, a family of four is enti-
tled to a number of visits per year, and discounts on
certain purchases. Most of the Apollo Clinics have a high
repeat purchase behaviour with almost seven out of
every ten customers visiting the clinic repeatedly.

The corporate segment has been targeted in a focused
manner for promoting regular health check-ups for their
employees and also pre-employment check-ups for new
recruits through personal selling.

Clinics are in regular contact with the existing custom-
ers through newsletters and direct mailers, and telecall-
ing by the Customer Care Executives.

Besides, AHLL has assisted in launching some promo-
tional activities in the pharmacies through programmes
such as ‘Scratch and Win’ programmes. These encour-
age customers to increase their purchase values on every
visit by guaranteeing gifts on exceeding a minimum
purchase value.

CURRENT SITUATION

According to Mr Jalan, ‘In quite a few cases, we have
witnessed the franchisees expecting the brand to gener-
ate ‘automatic’ returns on their investment. It is a mani-
festation of the larger Indian reality, which is
characterized, more often than not, by the owner’s re-
luctance to get his hands dirty and the proverbial rent-
seeking behaviour.”

As a result, not all clinics have shown the same sales
characteristics. While some of the clinics are remarkably
successful, others have languished in terms of sales and
profitability (Table 1).

Figure 3: Health Edge Card
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Table 1: Examples of Three Clinics in Delhi

Item Unit Faridabad Gurgaon East of
Kailash

Diagnostics times 3.135 1.82 2.37
consultations

Laboratory times 3.3108 1.414 1.484
consultations

Pharmacy of gross 40% 26% 46%
revenues

Refunds and of gross 4% 5% 6%
Discounts revenues

As a business model, AHLL was required to set up close
to 250 clinics in a time span of five years. However, only
about 50 clinics were operational by 2006. As a result,
AHLL was still largely dependent upon the initial li-
censing fee from the franchisees for its operations.

Some of the clinics that had signed up in the initial phase
were approaching the time for renewal of contract. Mr
Jalan was wondering whether AHLL should renew the
franchisees or allow the agreements to lapse.

At the same time, AHLL was faced with the issue of low
conversion rates of interest to franchisees. While re-
sponses to advertisements were good, very few would
qualify based on the standards expected of potential
franchisees. As a result, conversion rates were less than
5 per cent of the interested applicants.

Moreover, some of the franchisees who had initially

signed the agreement, delayed the implementation,
thereby blocking the territory for others.

Mr Jalan was convinced that the Apollo Clinic brand
had to be sustained in the minds of customers. He also
believed that if a customer visited the clinic once, his
experience would be so good, that he would like to come
back again.

To create a brand image, it was necessary to invest sig-
nificant amounts in advertising and branding. This was
not possible until AHLL started to generate adequate
revenues through licensing fees.

Before going to the meeting with Dr Reddy, Mr Jalan
thought that he should spend some time in thinking
about a few key issues:

• Should the company continue with the franchise
model at all? Alternatively, should it decide on set-
ting up an owned model?

• Should the decision to launch the clinics under a new
brand be reviewed? Or, is there any way of exploit-
ing the brand image of the Apollo Hospitals for the
Apollo Clinics?

Even after nearly six years in business, AHLL was still
making only around Rs 5 crore, and profits were, at best
marginal. Answers to some of these questions would
also provide the solutions for the survival and growth
of AHLL.

Exhibit 1: The Apollo Clinic

Clinic Reception Area

APOLLO HEALTH AND LIFESTYLE LIMITED
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Clinic Laboratory

Clinic Sitting Area

Exhibit 2: Advertisement Campaigns and Communication
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 Exhibit 3: Brand Perception of Apollo Hospital and Apollo Clinic

APOLLO HEALTH AND LIFESTYLE LIMITED
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A Service Quality checklist is designed across various functional
areas, like the Entrance to the Clinic, the Pharmacy, the Front
Office and Enquiry Desks, public areas within the Clinic like
Waiting areas, Toilets, Pantry, etc., service areas like the Consul-
tation chambers, Treatment room, Phlebotomy area, X-Ray room,
Ultrasound room, ECG/PFT, and TMT rooms. It also enables
measurement of the efficiency of each of these areas, thereby
providing critical inputs into the Rewards and Recognition
Mechanism.

For each of the areas mentioned above, the Service Quality Audit
Tool is broadly classified as follows:

• People-related: The parameters assessed as people-related
are the skills and attitudinal elements of functioning. It also

addresses the area of personal grooming, uniforms, and gen-
eral appearance of staff.

• Process-related: The parameters assessed include the over-
all efficiency of the system in terms of adherence to optimal
and efficient procedures to reduce process jerks to the cus-
tomers.

• Infrastructure-related: The parameters assessed are the over-
all quality of infrastructure provided for smooth and seam-
less operations. These include the level of cleanliness and
functioning of fitments.

AHLL representatives carry audit periodically. The findings of
the audit are shared with the franchisee, and scores from the
audit are tabulated for rating the overall performance of each
Clinic.

Exhibit 4: Service Quality Parameters: Key Points

Exhibit 5: Financial Plan

(in Rs lakh)

Indicative Project Costs

Cost Head Amount

Lease advance  4.80

Civil modifications & interiors  8.02

Furnitures & fixtures  15.30

Engineering services (HVAC, Electrical, DG set etc.,)  20.90

IT (hardware & software)  10.25

Medical equipment  68.00

One-time license fee  20.00

Preliminary & pre-op expenses  12.84

Interest during construction period + loan process fees  1.65

Cost escalation & contingencies  2.00

Margin money for working capital & start-up exp  3.04

Total Project Cost 166.81

Projected Profit and Loss Statements

Year-1 Year-7

Gross Income 143.49 487.36

Direct Expense

Materials cost (purchases) 49.99 165.90

Payment to visiting consultants 9.90 34.36

Royalties & management fee to AHLL 7.17 24.37

Power, utilities and others 3.60 11.34

Total Direct Expense 70.66 235.97

GROSS PROFIT 72.82 251.39

Indirect Expense

Personnel cost 23.28 41.01

Lease rentals for premises 9.60 12.86

Administrative expenses 4.80  8.50

Marketing & sales promotion 9.00 15.94

Others 1.60  2.83

Total Indirect Expense 48.28 81.15

PBDIT 24.54 170.24

Depreciation and pre-op expenses 18.67  18.67

PBIT 11.08 156.78

Interest 10.55  0.42

PROFIT BEFORE TAX 0.54 156.36

Key Assumptions

1. In the first year of operation, a Clinic would have an average of 30 consultations per day, with a majority of the consultations being
in the area of gynaecology, followed by super-specializations such as cardiology, and general physicians. Charges for consultations
are assumed at an average of Rs. 150 to 250 per consultation.

2. Pharmacy is assumed as expected for about 80 per cent of the consultations at the Clinic. In addition, walk-ins are expected to
generate about four times the revenue generated through referrals from consultations. Average pharmacy bill is assumed at about
Rs.125 per visit.

3. Imaging and other diagnostic services are assumed at about 8 each per day for the first year of operation.
4. An average of 4 preventive health checks are assumed to be performed per day in the first year of operation, gradually increasing to

about 10 health checks per day by the 7th year.
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Exhibit 6: Clinics Currently in Operation

• Adajan, Surat • Agra • Allahabad • Andheri East, Mumbai

• Andheri West, Mumbai • Behala, Kolkata • Bhatinda • Bhopal

• Burdwan • C Scheme, Jaipur • Chandigarh • East of Kailash

• Garia, Kolkata • Ghatlodia, Ahmedabad • Ghaziabad • Gorakhpur

• Goregoan, Mumbai • Gurgaon-1 • Guwahati • Howrah

• Jalandhar • Jamshedpur • Janakpuri • Jessore Road, Kolkata

• Kandivali, Mumbai • Kannur • Koramangala, Bangalore • Ludhiana

• Malleshwaram, Bangalore • Malviya Nagar, Jaipur • Nagpur(West) • Patna-1

• Pitampura • Qatar • Rajouri Gardens • Salem

• Salt Lake, Kolkata • Satellite, Ahmedabad • Shakespeare Sarani, Kolkata • Siliguri

• Thane • Tinsukhia • Varanasi • Vashi, Navi Mumbai

Exhibit 7: Obligations of Franchisor and Franchisee

Obligations of the Franchisee

The Franchisee is responsible for meeting the entire cost of devel-
opment of the Apollo Clinic.

The Franchisee is required to ensure compliance with the plans/
designs provided by the Franchisor.

The Franchisee is responsible for ensuring compliance with all
municipal by-laws and all other applicable laws, rules and regula-
tions, and obtaining necessary approvals from authorities.

The Franchisee is required to obtain the approval of the Franchisor
regarding location and appropriateness of type of premises.

The Franchisee is required to execute the required civil work and
engineering work for completing the development of the premises/
business.

The Franchisee assumes the sole responsibility to comply with all
local laws for establishing the Clinic’s business in the territory and
for procuring all permits, licenses, etc., from the necessary gov-
ernmental agencies including the municipal corporations and the
land development authorities and revenue authorities.

The Franchisee is responsible for engaging its own workmen dur-
ing construction and shall be solely liable for all aspects of con-
struction including payment of salaries, statutory dues, and other
demands of labour.

The Franchisee is also responsible for recruiting manpower as per
the Manpower Plan provided by the Franchisor for the various
positions.

The Franchisee is also responsible for the appointment of the staff/
doctors/ professional consultants, etc., so as to ensure quality of
the personnel employed, with the prior approval of the Franchisor.

Obligations of the Franchisor

The layout and design of the Clinic are prepared by the Franchisor
to maintain the standards of the business.  The following assis-
tance is provided by the Franchisor:

• Site selection guidelines
• Provision of Architecture/Interior design guidelines
• Providing the design of furniture exclusively for

“The Apollo Clinic”
• Provision of the design for signage
• Site visits by the Franchisor’s team to monitor and

co-ordinate progress of the project work

The Franchisor recommends suppliers for the medical equipments
at pre-negotiated prices. The Franchisor is involved in providing
assistance in:

• Equipment selection
• Guidelines to ensure smooth installation of the Medical equip-

ment
• Guidelines in finalizing a maintenance contract for the equip-

ments

The Franchisor provides the Development Manual.

The Franchisor provides the Operations Manual which contains
mandatory and suggested specifications, standards, operating pro-
cedures and rules for running the business.

The Franchisor provides the licensed Marks including “The Apollo
Clinic, and related advertising and promotional material. The
Franchisor shall provide the following promotional support:

• PR at national level
• Clinic launch guidelines
• Advertising templates
• Guidelines on direct mailer campaigns
• Policies on inaugural promotion schemes

The Franchisor provides the Marketing Manual to the Franchisee.
This would cover an Institutional Marketing Plan, corporate pro-
posals template, details of the products, etc.

The Franchisor provides the Clinic Management Software (CMS).
The software is valid only during the currency of the License Agree-
ment.

The Franchisor also provides certain printed stationery and docu-
ments that are required to be maintained and adhered to in form
and substance.

APOLLO HEALTH AND LIFESTYLE LIMITED
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Exhibit 8: Tie-ups of AHLL

AHLL has tied up with a number of organizations that are
equipped to provide specific and specialty inputs in a number
of areas. The key organizations and their roles are as follows:

• ABM Associates: The Apollo Clinics are designed by one of
the leading architects in the country, Alfaz Miller (ABM Asso-
ciates). ABM Associates is widely recognized as one of the
leading architectural firms in India. Mr. Alfaz Miller, the man
behind the firm, has won several prestigious awards for his
work. Reliance, Tata, ABN Amro Bank, Shanta Biotech, and
Satyam are some of his well-known clients. He has a particu-
larly impressive background in designing franchised retail
outlets, which are functional, elegant, and easy to execute.

• Ma Foi Consultants: Ma Foi is a well-known training and se-
lection firm in India. All Customer Care Executives needed to
undergo the 16 PF test conducted by Ma Foi before they could
qualify to join the Apollo Clinic.

• Indian Institute of Management, Bangalore: All franchisees
had to undergo a 15 day training programme at IIM, Banga-
lore before the commencement of operations of the Clinic in
order to get familiarized with the business aspects.

• Wipro Healthcare IT: The Clinic Management Software, a
software that integrated all the functions of the Clinic, was
specifically developed by Wipro for use in the Apollo Clin-
ics.
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Scribes along with Prof. Sanjay Patro, in the London Business
School. He is a member of the Market Research Society of In-
dia, and the American Marketing Association. He has pub-
lished an article on Indian Healthcare in the recent edition
(Spring 2009) of Marketing Health Services in the US and an-
other one on “Understanding CRM in Rural Healthcare.”

e-mail: vinay@mydatawise.com

“We’re in a new universe of healthcare coverage,

where it is a commodity only for the wealthy.

— Jerry Flanagan




