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In preparing this report, Ernst and Young Private Limited (“EY") has collated and analyzed information
attributable to a variety of sources. Wherever possible, efforts have been made to correctly identify the
sources of the information referred in this report.

All content included in this report, such as text, graphics, logos, images, data compilation etc are the property
of EY. This report or any part thereof should not be copied, reproduced, duplicated, sold, resold or exploited
for any commercial purposes. Furthermore, the report in its entirety or any part cannot be stored in a
retrieval system, or transmitted in any form or by any means, electronic, mechanical, photocopying, recording
or otherwise, without the prior written consent of EY.

Disclaimer

The report is provided by EY on an “as is” and “as available" basis. EY has provided information that

is provided by survey respondents and secondary research of publicly available information. EY takes

no responsibility for any incorrect information supplied to them by market participants. No claims or
representations are made for the completeness, accuracy or suitability of the information to any specific
situation. EY makes no representations or warranties of any kind, express or implied, as to the information,
content, materials etc, included in this report. The user of the report shall do so at the user’s sole risk. In
the event the user intends to take any steps that could have an adverse effect on the users business, EY
expressly states that the user should consult its legal, tax or other advisors, in order to protect the interests
of user, which may be specific from case to case. It is emphasized that merely because of FICCI's association
in relation to this report the views expressed in the report should not be construed as necessarily being
reflective of the views or position of FICCI.

To the full extent permissible by applicable law, EY and FICCI disclaim all warranties, express or implied,
including, but not limited to, implied warranties of merchantability and fitness for a particular purpose. EY

and FICCI will not be liable for any damages of any kind arising from the use of this report, including, but not
limited to direct, indirect, incidental, punitive, and consequential damages.
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Foreword

Farokh Balsara

Partner & Director Advisory Services
Technology, Communication & Entertainment
Ernst & Young

Dear reader,

In a country where the scholars and vaidyas conceptualized and
defined the field of ayurveda, wellness is a natural extension of
the preventive approach.

Consumer lifestyles along with growing influence of global trends
are now changing the face of wellness and making wellness a
part of a consumer's everyday life. While Indian players have
forayed in the wellness industry, the potential still remains largely
untapped. This is also attributable to the challenges that the
players face, mainly due to the nascent stage of the industry. As
the industry grows in an unorganized and uncoordinated fashion,
these challenges become even more cumbersome. Therefore,

it now becomes imperative for players to identify their potential
and challenges, and derive solutions to tap the potential and
overcome the challenges.

Given that wellness is a fundamental part of life; it would indeed
be a grave miss on part of policy makers and key stakeholders
not to accord wellness its due priority while India prepares itself
to become a global leader.

We believe that three key stakeholders define the wellness
economy:

» Users - retail and corporate consumers who use the wellness
products and services

» Providers - service and product providers for wellness and the
allied industries (Real estate, hospitals, hotels and insurance
companies)

» Facilitators - media, education providers and government who
will support the providers

We encourage you to explore, invest and partner in Indian
wellness economy, which truly stands at the inflexion point.

Sushil Jiwrajka
Chairman
FICCI WRC & Chairman Artheon Group

We believe that this stakeholder based strategy can assist in
fulfilling the aspiration of being a global leader in wellness:

» Enhance assurance on quality of service provided

» Through a focus on a business model which is dynamic and
which can be sustained from a financial point of view

> Alongwith the support from the facilitators to focus on
enhancing quality, create awareness and promote India as a
wellness destination

Wellness - Exploring the Untapped Potential’, a FICCI -

Ernst & Young initiative, is a comprehensive study assessing the
changing face of wellness, the current activity, challenges, and
the way forward in this industry. This report presents

Ernst & Young's outlook to the ‘Wellness Economy’ model.

The report suggests concerted and implementable strategies -
applicable to all the stakeholders of the wellness economy - the
users, the providers (core and the allied industries) and the
facilitators - for achieving its untapped potential.

‘We encourage you to explore, invest and partner in Indian
wellness economy, which truly stands at its inflexion point.
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Introduction

In India, wellness is a concept which has been in vogue since
ancient times. Traditional medicinal and health practices like
ayurveda and yoga have propounded the concept of mental

and physical wellness. Changes in society, individual lifestyles,
along with extraneous factors like globalization and greater
awareness are accelerating the need for wellness among
individuals. The approach to that is being adopted by consumers
are proactive and preventive with focus towards improvement.
This report concentrates on the new and emerging wellness
concepts to satiate their needs for social acceptance, exclusivity
and individual and collective welfare. Although the allopathy
segment is of importance in the wellness of an individual,

this report does not concentrate on this curative aspect of
wellness since this segment has been extensively covered and
supported by various government and private initiatives.

This report, an effort by Ernst & Young and FICCI, defines the
wellness economy as the combination of three key stakeholders.

In this report you can look for answers to questions related to -

» The definition of wellness - considering
changing user dynamics, the products and
service covered in the wellness space

» The potential of the wellness space - the business
proposition offered by the wellness space to providers
and level of activity already undertaken in this space

» The facilitators providing support to wellness - role
of facilitators in the overall wellness economy

» The challenges being faced by these three stakeholders

» The way forward - the possible solutions which these three
stakeholders can consider to address their challenges

Retail and corporate consumers
who use the wellness products
and services

Users

Wellness economy

Providers

Service and product providers for
wellness and the allied industries
(Real estate, hospitals, hotels
and insurance companies)

Facilitators

Media, Education and Government
who will support the providers

This report highlights the opportunity to invest and partner in the wellness economy
and thereby explore the untapped potential offered by this economy.
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Executive summary

In India, wellness is a concept which has been in vogue since ancient
times. Traditional medicinal and health practices like Ayurveda and yoga
have propounded the concept of mental and bodily wellness




Changing face of wellness in the Indian context

The concept of “wellness” has been closely linked to the needs

of an individual at various stages in his or her lifetime. Key
influencers such as the external environment and financial status
of the individual determine the type of product or service an
individual would choose to satiate his need for “wellness”. In
India, wellness is a concept which has been in vogue since ancient
times. Traditional medicinal and health practices like Ayurveda
and yoga have propounded the concept of mental and bodily
wellness. Most of the ancient wellness concepts have largely
focused on the basic needs of an individual within the need
hierarchy, namely a focus on health, nutrition and relaxation.
With the progress of time, wellness as a concept has taken up a
multi-dimensional definition, encompassing the individual's desire
for social acceptance, exclusivity and collective welfare. Chiefly
influenced by changes in society and in the lifestyle of individuals,
this change has also been accelerated by extraneous factors like
globalization and a greater awareness of the need for wellness
among individuals.

Wellness players, thus have responded to this change, shifting
their focus from traditional offerings like curative healthcare and
value oriented mass products to new generational offerings like
preventive healthcare, luxury products and personalized services

Defining the potential for wellness in India

The rise in awareness of the wellness concept in India has been
largely driven by rising affluence levels. Shifts in the income and
consumption patterns of individuals and households has created
a large base of retail consumer class backed by significant
discretionary spending and awareness of the beneficial effects
of wellness. Wellness offerings have also seen increased demand
from corporate clients. A greater focus on employee health and
welfare and a desire to inculcate beneficial wellness practices
into employees’ lifestyles by companies across sectors has
resulted in a new breed of corporate clients for wellness players.
Prevalence of these demand drivers in the Indian economy has
prompted many organized players to enter the wellness space
and introduce multiple products and services. Established players
like VLCC and Apollo are looking beyond their core propositions
and integrating new wellness based services in their operations.
Traditional product based companies like HLL and Marico have
forayed into the wellness services space, while old industry
conglomerates like the Yash Birla Group are now looking at
wellness investments with great interest. International players
like Gold's Gym and JCB have trained their sights on capitalizing
this opportunity. Players in Allied industries like Hospitals, Hotels,
Real Estate and Insurance, which enable/enhance wellness have
begun to integrate wellness offerings into their propositions and
create a holistic service offering .
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Collectively, the current demand and supply dynamics of the
wellness industry has the potential to sustain a CAGR growth of
more than 14% till 2012

Exploring the potential - current level of
activity in the wellness space

Indian Wellness players have started up centers across different
regions to increase the penetration of the wellness offerings,
backed with strategic alliances across the value chain to augment
expansion plans. The wellness space has seen alliances emerging
between hospitality operators, traditional wellness players,
product centric firms, educational institutes and media firms,
with a view to increase awareness, create competencies and aid
in expansion of operations across the country. This expansion
activity has received a fillip from the growing interest of private
equity firms in the wellness space. A few of the major players

in the wellness space have benefited from PE investments
amounting to more than USD40 million to aid growth

Support pillars (Facilitators) prevalent to
explore the untapped potential

While users and providers form the core actors in the wellness
space, industries like media, education and the government form
the support pillars to sustain this sector. The media industry,
comprising of players in the TV, radio, newspapers and events
space has begun to take an active interest in the wellness space.
Media has facilitated proliferation of the wellness concept
through events and wellness specific program content. Alliances
with wellness providers for generating content and the launch of
wellness specific TV channels and magazines has underscored
the importance of wellness as sector for media companies.
Educational institutes have also begun to consider the wellness
education as a facilitator for a lucrative professional career. State
run ITl's along with several private players have begun to offer
certificate courses in therapy, fitness training and other aspects
of the wellness space. With India being a hub for traditional
wellness therapy, Government agencies have begun to support
activities facilitating the development of wellness centers for
domestic users and lucrative international tourists.

Coupled with wellness being a lucrative sector for tourism, the
Government has also taken an active interest in promoting
wellness activities like yoga among people, with special classes
among school children for overall holistic development. On the
regulatory side, the Government has also taken steps to ensure
quality standards in wellness offerings. Government agencies

like the Quality Association of India (QAI) and the National
Accreditation board for Hospitals and healthcare (NABH) have
drawn out guidelines to be followed for effective product and
service delivery.

Brought together, the ecosystem consisting of
users, providers and support pillars (Facilitators)
can be referred to as the ‘Wellness Economy'.
Each of the stakeholders within the wellness
economy play their own part in sustaining the
wellness space, and are faced with their own
unique challenges.

Challenges faced by users: Users of wellness products and
services face around the quality of the offerings, primarily due to
the following aspects:

» Substandard facilities and poor infrastructure, especially in
the unorganized sector

» Unresponsive staff and poor ambience

> Doubts over the availability and skill of the service provider,
thereby hampering reliability

» Usage of sub standard, ineffective and harmful products by
service providers with a view to requlate costs

» Over promise and under delivery by service providers leading
to unmet expectations of the clients

Challenges faced by providers: Our focus on organized providers
in the wellness space reveals several key challenges, a few of
which are influenced by the cost of providing the service, while
the rest are independent of cost:

> Inherent cost and locational advantages of unorganized
players leading to strong competition

> Price sensitivity of the Indian customers, affected by the
limited knowledge of wellness service offerings

» Significant Investment costs and long payback periods due to
a lag in creating brand credibility and loyalty

Shortage of skilled manpower and rising costs of inputs,
rentals, advertising and promotions
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» Regional differences in the expected wellness service offering,
leading to a non standardized approach for offerings

Challenges faced by media: Media players face multiple
challenges around the sustainability of creating a business model
focused on wellness, influenced by the following factors:

» Difficulty in attracting a large base of players in the wellness
field to generate cost effective advertising solutions

» The inherent nature of localization in wellness services
prevents media companies to organize customer centric
events across regions cost effectively

» Creating wellness specific content for media can be a major
challenge due to a paucity of experts

Challenges faced by education providers: Sustainability of
wellness-based education players is challenged mainly by low
consumer base and lack of authorized body, detailed in the
following aspects:

» Lack of awareness among the potential learner base,
combined with a false notion of low monetary benefit out of
such an education

» Sustained focus among the learner base on traditional
streams like science and commerce

» Lack of accreditation/recognition bodies to underscore
credibility and enable differentiation

Challenges faced by the Government: Government faces
challenges mainly due to the high extent of un-organization in the
various segments in wellness, in addition to the following aspects:

» Difficulty in application of control over unorganized sector

» Difficulty in implementing a control mechanism for regular
monitoring and auditing unorganized players

» Hurdles in creating awareness in the consumers around
the benefits and safety of the centers which are compliant
and accredited.

» Challenges in Integrating of different government agency
initiatives in the wellness sector

Wellness Exploring the untapped potential

What needs to be done -way forward for the
wellness economy

Considering the challenges prevalent for the wellness sector,
each stakeholder needs to have a clear focus on issues
corresponding to their area of operation

> Users

» Providers to enhance assurance on quality of service
provided by improving around two key quality parameters
i.e. technical competence and personal quality

» Providers

» Focus on building a business model which can be sustained
from a financial point of view

» Develop a product portfolio which balances ‘footfall
generators’ and ‘footfall preservers'

» Invest in building collaborative distribution models to
enhance depth and breadth of coverage and reach

» Ensure on delivering high standards in customer
relationship and experience management

» Focus and engage with the media facilitator to
undertake reqular and appropriate communication with
the users

» Facilitators

» Focus on providing support to enhance quality, create
awareness and promote wellness

» Education: Enhance quality of the institutes and human
resources being trained by these institutes

» Government: Stimulate the development of the wellness
industry, regulate providers, initiate planning among
different government entities and promote India as a
wellness destination





