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Foreword

The GCCregion hasseensignificantgrowth across
sectorsin the lasttwo decadesandthe Healthcare
sectoris no exceptionto this trend. The growth in
the Healthcare sector has been driven by
burgeoning population (especially the senior
citizen segment), increasinglife expectanciesand
rising prevalenceof lifestyle diseases Moreover,
the GCCcountrieshavemadeappreciablestridesin
their efforts to upgrade and equalise accessto
medicalfacilities. Thesedevelopmentshaveled to
the expansionof the GCChealthcaremarket at a
CAGRof 7.7% (2009-14) to reach US$55 bn by
2014

The UAE and SaudiArabia, two major economies
of the GCC,are projected to account for almost
76% of the GCC healthcare market by 2018
However, there is a need to watch out for small
economieslike Qatar that are trying to catch up
fast with the large economies in per capita
healthcarespending,which averagedat US$2,043
(2013, almost doublethat of all GCCcountriesput
together.

Although the prospectappearsbright for the GCC
healthcaresector, one cannotignore that the GCC
countries still have to go a long way in terms of

healthcareinfrastructure The availablehealthcare
resources are under substantial pressure thus,

bridging the gap betweenthe currentandtargeted

capacityremainsa major challengefor the sectorin

the coming years As a step towards meeting this

challenge billions of dollarsare being allocatedfor

constructing medical cities such as King Khalid
MedicalHospitalin SaudiArabiaand SidraMedical
andResearciCentrein Qatar.

The GCCcountries are heavily dependent on the
expatriate healthcare workforce. Expats account
for almost 73% of the physiciansand closeto 80%
of the nurses employed in the GCC Healthcare
sector. While the GCC governments are taking
steps to reduce this dependency by setting up
medical colleges, training centres, etc. for the
locals, expat healthcare professionalsare here to
stay,at leastfor the foreseeableperiod.

The GCCgovernmentshaveal E [shage®@hen it
comes to medical investments, e.g. in Saudi
Arabia, the government accounted for 65.8% of
the healthcare spending as of 2013 With little
involvement from the private sector, there is
constant pressure on government spending,
especially in the current reduced oil price
environment To ease this pressure, the
governments are introducing programmes and
various incentives to boost private sector
participation and optimise current operations
Thesemeasureshaveled to increasein the growth
rate of private sectorhospitals

Customised healthcare solutions, growing
penetration of health insuranceand integration of
technology with medical delivery are some of the
areasthat are expectedto createexcitementin the
GCCHealthcare sector. As far as the outlook is
concerned, we firmly believe that return on
investment would remain a critical factor for
healthcare organisations when deciding on IT
investments and service offerings such as online
consultations,in-home vital signs monitoring and
online disease management We expect these
servicego gainmomentumin the comingyears

Sharad Bhandari
Managing Partner,
ARDENT Advisory and Accounting
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Key Takeaways

Rapidly increasing and ageing population, A The GCCgovernments are encouraging the
along with high prevalence of lifestyle Public Private Partnership(PPP)model so as
diseases, is driving demand in the GCC to share the financial burden of healthcare
Healthcaresector. expenses

The GCC governments are increasing A Apart from infrastructure investments, the
investment in the healthcare sector, and the GCC region is witnessing increased
total spend on healthcare in the region is investments in healthcare technologies such
expectedto reach US$133bn per annum in as platform revolution, digital hospitals,
2018 telemedicine,smartdrugsande-visits.

The GCChealthcare sector is dependent on A With focus on becoming a hub for medical
governmentfunding; governmentsaccountfor tourism, the UAEis targeting 500,000 patients
about three-fourths of total healthcare for treatment by 2020,

spending A To cater to the rising demand for specialised
Saudi Arabia and the UAE are the largest healthcareservicesthe GCCgovernmentsare
marketsin the region, accountingfor 80% and setting up Centres of  Excellence
7®6 of the total number of hospitals and (technologically advanced hospitals
hospitalbeds,respectively specialisingn patient-centrictreatment) in the
Large infrastructure investments currently region

underwayin the GCCregion, suchas37mega A The sector dependsheavily on expatriatesto
hospitalprojects,estimatedat US$28.2 bn, are meet the requirement for healthcare
expectedto be completed by 2020, Various professionals, and the situation will likely
upcomingprojectswould add over 22,500 new continue regardless of various government
bedsto the region. initiatives.

Mandatory insurance schemes,a priority for A Despite incremental investments in the

governments in the region, are in various
stagesof implementation.

GCC Healthcare Sector Report

healthcare sector, the demandsupply gap
persists, making it both a challenge and an
opportunity for the sector.
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Sector Overview

Driven by growing demand, healthcare is a key focus area for all GCC countries. However,
spending on healthcare as a percentage of GDP is lower than that in developed economies

Thehealthcaresectorhasbeena high-priority area
for the GCCgovernments To meet the growing

demand, the GCC governments are making
substantial investments to build healthcare
infrastructure at par with developed countries

With the risein prevalenceof lifestyle diseasesand
ageingpopulation, healthcarespendingin the GCC
region rose at a CAGRof 7.7% (2009-14) to reach
USH55bnin 2014

Figure 1: Healthcare Expenditure in the
GCC (US$ bn)

0 0
4.0% a5y 34% 3.2% 3.0% 3.3%

2012 2013 2014
mmmm Expenditure on Health (US$bn) ===% of GDP

2009 2010 2011

Source: WHO, BMI, Ardent Advisory

In terms of expenditure,SaudiArabiaand the UAE
are the largest markets, together accounting for
nearly 7%% of the region's healthcare spending
While Saudi Arabia has the highest population in
the GCC region, its per capita healthcare
expenditure is almost half (808) that of the UAE
(1,569).

Figure 2: Healthcare Expenditure by
Country, 2013
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Source: WHO, Ardent Advisory
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Although the GCC region is developing its
healthcare sector adequately, it is yet to fully
developits tertiary healthcaresystemto delivera
specialisechealthcarefacility, backedby advanced
medical investigations and treatment. Hence,
healthcarespendingasa percentageof GDPisvery
low for GCC countries compared to that of
developed countries such as the US, the UK and
Germany Among the GCCcountries, Bahrain has
the highesthealthcarespendingasa percentageof
GDP,while Qatarhasthe lowest

Figure 3: Healthcare Spends (% of GDP), 2013
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Lifestyle diseases form a major category
demandinghealthcareattention in the GCCregion.

According to the World health Organization
(WHO), the incidence rate of cardiovascular
disease, diabetes, cancer and mental and

respiratory ailments in the region is among the

highest in the world. All GCC countries, except
Oman, rank among the top 10 countries,with the

highestdiabetesratesin the world.

Figure 4: NonrCommunicable Disease
Mortality (per million), 2012
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Source: WHO
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Publicversusprivate facilities

Public healthcare expenditure currently accounts
for 70% of the total healthcarespendsin the GCC
region. However, the private sector has now
started investing in healthcare Taking cue from
the rising interest in the private sector, GCC
governments are looking to promote publicz
private partnerships (PPPs) by rolling out
mandatory insurance coverage and encouraging
private hospital operatorsto set up facilities across
the region. As per a Frost & Sullivan study,
healthcare PPPs have enabled governments
worldwide to cut their costsby asmuchas25%.

Figure 5: Public vs. Private Healthcare Spends

2008 2009 2010
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m Private Spend (%) m Government Spend (%)

2012 2013

Source: WHO, Ardent Advisory

SaudiArabia and the UAE lead the GCCregion in
terms of PPPdeals,evidentfrom the large number
of international hospitals establishedin the two
countries The Abu Dhabi government hasformed
PPPswith major international hospitals, including
Varned, Cleveland Clinic, Johns Hopkins and
Bumrungrad Formed via a PPP, ClevelandClinic
added364bedsin December2014andplansto add
a total of 450 beds To promote PPPsthe Kuwait
governmenthasset up the PartnershipsTechnical
Bureau (PTB), which is aimed at developing
healthcare infrastructure for citizens The
Ci OAOT Efféris @réyelding results, which is
evident from a dip in out-of-pocket expenditure
coupledwith arisein private prepaidplans

The GCC governments are als) offering
infrastructure support and financial incentives to
attract private playersto the healthcaresector, an
example is the infrastructure support offered by
the DubaiHealthcareCity. The UAE hassimplified
its visarulesto attract medicaltourists from other
countries Thesemeasureshavehelpedthe country

GCC Healthcare Sector Report
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attract patientsfrom the Gulfandthe wider Middle
Eastand North Africa (MENA)region. The country
targets to receive 500,000 foreign patients for
treatment by 2020as part of its drive to becomea
hub for medicalexcellencein the GCCregion.

Figure 6: Outof-Pocket Expenditure and
Private Prepaid Plans (% of Private Health
Expenditure)
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== Out-of-Pocket Expenditure (%)
4= Private Prepaid Plans (%)
Source: WHO, Ardent Advisory

In 2014 Dubailaunchedthe first phaseof its new
health insurance law, which requires companies
with over 1,000 employeesto provide mandatory
medical cover for their staff. Currently, the UAE,
Saudi Arabia and Qatar have introduced
mandatoryhealth insurancepolicies

Patient admissions

The GCCregion receives a considerably higher
number of outpatients than inpatients, in line with
the nature of treatments that last lessthan a day.
Despite the high percentage of consultationonly
cases,the region is now witnessingan increasein
the average number of visits per patient. As the
government bears a major portion of healthcare
costs, visits to public hospitalsand primary health
centresremainsignificantlyhigh.

&ECOOA ¢49g )T PAOEAT OO
2013
0 3.2%
5,906,/ 527
7.5%
7.5%)
12.0
%
mKSA mEOman mUAE HKSA mOman mUAE
m Qatar mBahrain = Kuwait H Qatar mBahrain = Kuwait
Source: MoH of Individual Countries, Ardent Advisory
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Investment Thesis
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Various drivers and market enablers are propelling growth in the GCC healthcare sector that
are transforming the dynamics of the region and offering a plethora of opportunities for

investors

The GCC healthcare market has witnessed
adequate progress in the last decade, with
healthcare expenditure increasingat a CAGRof
7.7% in 2009-14. This growth is mainly driven by
increasein ageing population, mandatory health
insurance high prevalenceof lifestyle diseasesand
the projected rise in spendingon the Healthcare
sector.

Various market facilitators are also playing a
significantrole in the GCChealthcareindustry, re-
shapingits structure and market dynamics Factors
such as growing medical tourism, increasing
influence of technology in the healthcaredelivery
system and rise in PPPsare facilitating market
growth. Sensingthis demand, both government
and private investors are gearing up to infuse
billions of dollarsin the GCChealthcaremarket.

Risein ageing population

The growth in the GCCHealthcaresector will be
mainly driven by an ageing population. According
to the World Bank, the proportion of GCC
populationabove65 yearsof agewill reach20% by
the end of 2050 from 2% in 2015 Improving life
expectancyby 24% over the last four decadesand
declining mortality rates are expectedto further
increasethe proportion of ageing population as
well as add to the current population. This would
lead to higher demand for healthcare services
along with a rise in associated costs Life
expectancyin the GCCregionincreasedo 77years
in 2013 from 72 yearsin 1990 while the infant
mortality rate fell to 8 deathsper 1,000 live births
in 2013from 22in 1990

Currently, the youth accounts for the maximum
shareof the population in the GCC However,the
elderly population (age 65 years and above) is
expectedto increaseat a much higher CAGRof
7.8% asagainstonly 1.6% for the populationin the
age group of 1564 years This growth would lead
to arisein demandfor healthcareservices

GCC Healthcare Sector Report

Figure 8: GCC Population by Age Groups
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High prevalenceof lifestyle diseases

Theincreasingtrend of sedentarylifestyle patterns
and the shift from traditional, nutritious diets to

fast foods have led to increased instances of

hypertension,obesity,cancer,heart conditionsand
other lifestyle diseasesin the GCCregion. The
WHO estimates that non-communicablediseases
(NCDs)accountfor 47% of the total diseasedn the

Middle Eastand expectsthe figure to increaseto

60% by 2020

As per the WHO estimates, heart diseasesin the
GCCregionhaveledto the lossof an averageof 13
life yearsdue to disability or premature mortality.
SaudiArabia and the UAE top this list, reporting
lossof an averageof 17life years Obesity-related

ilnessesare alreadya huge burdenonthe OACET 1T & C

health services, and this issue is expected to
exacerbate

In 20173 all GCCcountries,exceptOman, were on

the International Diabetes& A A A O Ai§ Bfithe 8 O

10 most diabetesprevalent countries Kuwait
topped the list, with 21.1% of its population in the
age group of 20z79 yearssuffering from diabetes
Thisfigure far exceedshe globalaverageof 8.3%.

© Ardent Advisory
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Focuson mandatory health insurance

The GCC governments are increasingly making
health insurance mandatory in a bid to reduce
costs and improve healthcare standards This
initiative is expected to drive the demand for
medical servicesas it permits reimbursement of
out-of-pocket expenditure This would in turn
attract private investmentto the healthcaresector.

Various insurance companies are now operating
acrossthe GCCregionto leverageon the demand
for health insurance Generating a highly
favourable response, in 2014 health insurance
accounted for about 52% of the AT O1 Gofal
grosswritten premium.

Saudi Arabia was the first GCC country to

implementa mandatoryhealth insurancepolicy for

the private sector, benefiting both locals and

expatriates Qatar and the UAE (Abu Dhabi and

Dubai) have also implemented mandatory health

insurance Bahrainhasin placea compulsoryhealth

insurance scheme for nationals since 2003 and

plansto roll out a mandatory insurancepolicy for

expatriates as well. In Kuwait, expatriates must
have health insurance to receive a residence
permit, though this does not provide them access
to Kuwaiti private healthcareproviders

Focuson medical tourism

The UAE, particularly Dubai, is one of the
forerunnersin medicaltourism, which hasenabled
the GCCregionto emergeasa prominent medical
tourism destination The key to its ambition of
delivering quality healthcareis its ability to attract
GCCtravellers and those from the wider Middle
Eastwho would have previouslytravelled outside
the region for medical treatment. One of the
healthcare landmarks in Dubai is the Dubai
HealthcareCity (DHCCY a free zone dedicatedto
clinical and wellness services,medical education
and researchfor delivering quality healthcare Of
the 1.2 million patients treated at the DHCCin
2014 about 13% were medicaltourists.

GCC Healthcare Sector Report
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According to healthcare experts at the DHCC,
there is high demandfor cosmetic,dental, cardiac
andorthopaedictreatments.

Bahrain is also pushing for the development of
health tourism, with planned construction of
Dilmunia Health District (DHD) The DHDis being
projected as a wellbeing island providing
preventive, curative and rehabilitative services
coupled with a variety of alternative treatments
andwellnessprogrammes

A significant part of the GCChealthcaremarket is
characterisedby international partnerships, with

hospitals across the region vying for Joint
Commissioninternational (JCl)accreditation The
JClrecognisesand measuresthe best practicesin
quality and patient safety followed by healthcare
organisations worldwide. JCI has formed
accreditationand consultingallianceswith medical
centres,hospitalsand primary careprovidersin the
GCCregion. Theseinternational partnershipsthus
provide credibility to the healthcare sector,
boostingmedicaltourismin the region.

© Ardent Advisory
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Figure 9: JGlAccredited Hospitals in the GCC,
2014
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Source: JCI

Innovation and digital transformation

Technologyplaysa significantrole in transforming
the healthcare mechanism for enhancing the
quality and reach of healthcare services It also
enablesthe analysisof medical data, allowing for
online consultations,intelligent selfdiagnosisand
management

Technologyin healthcareis spawningtrends, such
asPlatform Revolution,workforcere-imaginedand
telemedicine, aimed at strengthening the quality
of medicalservicedeliveryin the region.

Platform Revolution in the GCC region is

promoting increaseduse of virtual tools such as
smartphone apps that provide smart servicesfor

health, healthcarefacility, healthcareprofessionals
andgeneralpublic. The DubaiHealth Authority has
releasedtwo smartphone apps z Dubai Doctors
and Senhatyz to provide similar digital servicesto

people Kuwaitis alsoadopting digital strategiesin

partnershipwith Advantech(TaiwanbasedMNC)

ﬁ

i
T
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Workforce re-imagined is an interesting aspectof
healthcare institutions in the GCC plan to
transform into digital hospitals, which would
require the use of technology to replace paper
work and enhancecaregiverefficiency. An eminent
institution amongtheseis King Khalid Medical City
Hospital in Saudi Arabia, which aims to turn this
ideainto areality by 2020,

Telemedicineis yet another emerging area that
aimsto bridge the geographicaldistancebetween
patients and doctors in the GCC region. The
governmentsare undertaking novel initiatives for
remote diagnosis and treatment of patients by
means of telecommunications technology, thus
popularisingthe conceptof telemedicine In 2012
two telecom companiesin the UAE 7 Etisalatand
DU z joined eHealth movement to create new
opportunitiesfor analyticsand big data integration
with healthcaresystemsdelivery. Digitalisation of
health systemsandrecordsis the foundation of the
telemedicine concept and is spreadingacrossthe
GCC Forinstance,four of the 12 hospitalsin Qatar
havefully integrated telemedicinesystem

Public-Private Partnerships

In the past decade,the GCChasinvested US$628
bn in PPP projects acrossall industry verticals
However,theseefforts arestill in infancycompared
to investmentsmadein other regionsof the world.

© Ardent Advisory






