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Press Release 
December 23, 2019 | Mumbai 

 

Revenue growth of hospitals seen up 300-400 bps to 14-15% 
Ayushman Bharat lends traction; firms realign to regulatory amendments 

 
Revenue and profitability of India’s hospitals sector should continue to improve between fiscals 2020 and 2021, 
sustaining the recovery witnessed last fiscal. 
  
The improvement in demand will be driven by enhanced coverage under Ayushman Bharat, deeper penetration of 
hospitals into Tier-II cities, as well as alterations made to healthcare delivery models by hospital chains to align with 
regulatory changes. Other structural factors like increasing lifestyle diseases and medical tourism will continue to aid 
demand. 
 
With insurance coverage of Rs 5 lakh under the Ayushman Bharat scheme (up from ~Rs 1-3 lakh under various 
government schemes), preference for private hospitals (account for 70% of sector’s revenues by value) is rising. Since 
the launch of the scheme in September 2018, high-value claims, i.e., Rs 30,000 and above, have accounted for 8% of 
total claims, and 75-80% of these treatments were undertaken by private hospitals. That said, increase in treatment 
package rates under Ayushman Bharath scheme can ensure better participation by even larger private hospitals who 
have not enrolled in the scheme, further aiding revenue growth.  
 
Further, CRISL’s study covering 41 leading domestic hospital firms (revenues ~Rs.32000 crore) reveals that the bed 
additions in Tier II cities will be higher in future, resulting in better materialisation of latent demand and adoption of 
Ayushman Bharat schemes. “CRISIL expects 60-70% of bed additions to come up in Tier II locations in the next 
2-3 fiscals. Currently, healthcare facilities are clustered around Tier I cities such as Chennai, New Delhi, 
Bengaluru, Kolkata, and Mumbai, adds, Mr Anuj Sethi, Senior Director, CRISIL Ratings.” 
 
Even as revenue growth is set to increase by 300-400 basis points (bps) to 14-15% over fiscals 2020 and 2021, 
operating profitability of hospital firms is also expected to improve to ~16% over this period. This will be supported by 
a rise in bed occupancy rates to ~75% from 60-65%, automation and optimisation of clinical procedures, efficient 
sourcing, and continuing recalibration of pricing of services. 
 
A series of regulatory events in fiscals 2017 and 2018 had impacted revenue growth and profitability of private 
hospitals. While demonetisation and the ban on large cash transactions impacted occupancy, implementation of the 
Goods and Services Tax, price cap on medical implants, and increase in minimum wages for nurses and staff 
moderated profitability. 
 
CRISIL’s analysis of its sample set reveals these regulations tempered revenue growth to ~11% in fiscals 2017 and 
2018 from ~15% in fiscal 2015 and 2016. Operating profitability dipped by ~100 basis points (bps) to 14.8%, from 
15.8%.  
 
To mitigate the impact of regulations on performance, hospital firms reworked package rates and rationalised costs. 
That enabled a recovery in revenue growth and operating profitability to ~13% and 15.3%, respectively, last fiscal. 
Further, curtailment of capacity additions allowed for better asset turnaround and aided improvement in credit metrics 
- for instance, debt to EBITDA (earnings before interest, tax, depreciation, and amortisation) improved to 3.4 times in 
fiscal 2019 from 3.8 times in fiscal 2017.  
 
With occupancy and cash generation improving, hospital firms are expected to expand capacities. “We expect the 
CRISIL sample set to incur capex of Rs 4,800 crore in fiscals 2020 and 2021,” said Rajeswari Karthigeyan, 
Associate Director, CRISIL Ratings. “Notwithstanding the capex, better cash flows, aided also by the recent 
reduction in corporate tax rate, will support improvement in credit metrics – debt to EBITDA is likely to be 
below 3 times by fiscal 2021.” 
 
Further regulatory changes are a possibility given the government’s intent to increase accessibility and affordability of 
healthcare. Therefore, the impact of regulatory changes and the players’ ability to respond to these would be a 
monitorable. 
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About CRISIL Limited 

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We are 
India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation 
and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over 
100,000 customers. 
  
We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and 
data to the capital and commodity markets worldwide. 
 

For more information, visit www.crisil.com  
 

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK  
 

About CRISIL Ratings 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is registered 
in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of independence, analytical 
rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range of debt instruments, such as, 
bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially convertible bonds and debentures, 
perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other 
structured debt instruments. We have rated over 24,500 large and mid-scale corporates and financial institutions. CRISIL has also 
instituted several innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and 
microfinance institutions. We also pioneered a globally unique rating service for Micro, Small and Medium Enterprises (MSMEs) and 
significantly extended the accessibility to rating services to a wider market. Over 110,000 MSMEs have been rated by us. 
 

 

CRISIL PRIVACY 
 
CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your account and to 
provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy please visit www.crisil.com. 
 
DISCLAIMER 
 
This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The Press release may be used by you in 
full or in part without changing the meaning or context thereof but with due credit to CRISIL.  However, CRISIL alone has the sole right of distribution (whether directly or 
indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc. 
 

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable. However, 
CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for any errors or omissions 
or for the results obtained from the use of this Press Release.  CRISIL, especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/ 
distributors of this Press Release. CRISIL or its associates may have other commercial transactions with the company/entity. 
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