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MEXICAN eHEALTH

On behalf of New Zealand Trade and Enterprise (NZTE), InfoAmericas has prepared this general
overview of key characteristics of the Mexican eHealth market.

1. Mexican Healthcare Market- Key Characteristics

Perhaps the most defining characteristic of the Mexican health care system is the ratio between
public sector and private sector expenditures. The average level of public sector expenditure
among the thirty countries of the Organization for Economic Co-operation and Development
(OECD) is nearly three times that of private sector expenditures. In Mexico, only 46% of health
expenditures are made by the public sector (Figure 1). As a result, companies interested in
participating in the Mexican health care market must have an understanding of both the public
and private sectors.

Figure 1. OECD Comparative Table for Mexico
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1.1 Who Supplies Health Care in Mexico?

Medical care in Mexico is provided through social insurance, government health programs and
the private sector. While the public sector accounts for less than half the total resources spent on
health care, it serves two-thirds of the population. The private sector provides medical attention
to the remaining one-third at a considerably higher cost.
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Figure 2. Mexican Health System
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1.1.1 Social Security Health Care

According to the Mexican Social Security Law (1995), all citizens have the right to a healthy life
and the government must be in charge of social security. The Mexican Social Security Institute
(Instituto Mexicano de Seguro Social—IMSS) provides pensions and health care to participating
private sector workers, while the Public Employees Social Security Institution (Instituto de
Seguridad y Servicios Sociales de los Trabajadores del Estado—ISSSTE), the security institutes
for the Mexican Petroleum company (PEMEX) and the armed services provide health care to
government employees.

IMSS, the largest social security institute in Latin America, has a public hospital network for
formally employed Mexicans and their families. Workers must be affiliated with IMSS in order to
receive medical attention and services. There are two types of regimes:

The mandatory regime is financed through the contributions of workers and the
government. It has five types of insurances: sickness and maternity, work risks,
disability and life, retirement and old age, and daycare centers.

The voluntary regime wherein workers such as independent professionals, small
merchants, artisans, and small property owners can get medical insurance. A
monthly premium has to be paid depending on the salary of the worker.

The IMSS has arranged their available medical centers into three types by the level of care:

I. First Level.- Family Medical Centers where integral health services are provided to individuals
and their families. It is the first line of the institutional health care system.

Il. Second Level.- General Hospitals that provide diagnostic, therapeutic and rehabilitative
procedures for patients from the first level.

Ill. Third Level.- High-tech Hospitals that provide attention to patients from the second level
requiring a higher level of specialization, diagnosis and therapeutic solutions.
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Table 1. IMSS Medical centers by level and type

IMSS Medical-Hospital Centers 1,768
First level 1,505
Family medicine centers 1,078
Auxiliary units of family medicine 427
Second level 222
General hospitals 222
Ambulatory medical centers 8*

Third level 41
Source: IMSS

* Units are located next to an hospital and are not standalone buildings so cannot be added to the total

ISSSTE has a smaller public hospital network available for state employees and their families.
ISSSTE provides medical services as well as discount services for travel and lodging, small
loans, housing, pharmacies and retail stores. PEMEX health insurance is designed for PEMEX
employees, retired employees and their families. The insurance covers all types of sicknesses
and health problems.

1.1.2 Government Health Care Provision

The Health Secretariat (Secretaria de Salud—SSA) is the government institution in charge of the
health policy and medical care in Mexico. Citizens who do not qualify for one of the above social
insurance programs and cannot afford private care can access a number of government-funded
health programs. Additionally, each state in the country through the SSA offers free medical
services and medicine to people in need.

The SSA runs the following programs for people who do not have available health care:

Arranque Parejo (reproductive health oriented toward unborn and new born
children)

Salud del Migrante (health care for migrants returning to Mexico)

Comunidades Saludables (prevention of communicable diseases)

Programa Mujer y Salud (maternal health care)

Seguro Popular (general health program for the poor, with medical care and free
medicine)

SSA also runs 28 hospitals, 210 health care centers and 10 clinics for 4 million
people in Mexico City who do not have any type of insurance.

In 2004, the total health expenditure for Social Security and the Health Secretariat institutions
was about MX$238.7 million (US$21.7 million). The approved 2007 budget for government health
services amounts to MX$248.8 million (US$22.6 million) excluding federal states contributions.

1.1.3 Private Medical Care

Mexicans in socioeconomic levels A, B and C who can afford a private doctor usually opt for one.
Large private companies also tend to provide their employees with a major health insurance
policy as part of their contract, which in some cases includes dental coverage.

Private medical practices in Mexico are a heterogeneous group with ample geographic
dispersion. They provide health care services to a large segment of the population across
various income levels. One-quarter of the population reported receiving private medical care, in
second place after services offered by the SS (36%), according to the National Survey of Health
2000.
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In 2006 41% of the population received medical care through private sector.

Home Care services are not commonly offered by private institutions. Some of the services that
might be provided is private nursing. These services are not directly provided by hospital nurses
but through an outsourcing company.

Figure 3. Mexican Health System by User Coverage
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Source: National Health Survey 2006, Secretariat of Health - Public Health
National Institute
*SEDENA, SEMAR, PEMEX and States contributions.

1.2 Health Insurances
1.2.1Public Insurances

An estimated 50% to 55% of the population is enrolled in social security. However, a precise
figure cannot be obtained directly from registries of the institutions due to overlapping coverage
among them.

In 2005, the SSA reported that 80% of social security beneficiaries are served by IMSS, a little
over 18% by ISSSTE and the rest by other institutions such as Petroleos Mexicanos (PEMEX),
the Armed Forces (SEDENA), the Navy (SEMAR) and various insurance plans for state workers.

These insurances are comprehensive, based on a family medicine model at the first level of care,
from which patients are referred to the second and third level of care when necessary. There is
implicit rationing in the services, owing to the lack of drugs and the waiting period for diagnostic
testing, consultations with specialists and surgical procedures.

The Seguro Popular (“popular insurance”) is provided by Mexican doctors to citizens who are not
affiliated with the IMSS, ISSSTE or PEMEX and work on their own. This program is subsidized by
the federal government. The requirements for acquiring these services are:

Not to belong to the IMSS, ISSSTE or PEMEX
Ask for a voluntary affiliation
Birth certificate and official ID

Families pay a small premium ranging from MX$640 to MX$10,000 (US$58.2-US$909.1) yearly,
depending on their level of income. Medical check ups are free of charge. Seguro Popular covers
about 250 of the most common illnesses.
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The system for the uninsured population (around 48 million people) includes the SSA services,
which operate in urban and rural areas throughout the country, and the IMSS Oportunidades
program (formerly Solidaridad), which covers the population in certain rural areas (around 11
million people in 14 states). The SSA is financed through funds from the federal and state
budgets and receives income from the fees charged to people with the ability to pay, while
Oportunidades receives allocations from the federal budget and administrative support from IMSS

(Table 2).
Table 2. Health Services for the Uninsured Population
Characteristics SSA Oportunidades
Type of Institution Federal secretariat IMSS program
Decentralization Very advanced Administrative deconcentration
Sources of financing Federal, state, and fees for Federal, supported by the IMSS

services administration

Source: “Profile of the Health Services System”, Pan American Health Organization; 2002
1.2. 2 Private Insurances

In 2002, certain authorized insurance companies began offering comprehensive insurance after
the law prohibiting it was amended. The National Insurance and Guaranty Commission, an
agency of the Treasury Secretariat, and the SSA heavily regulate this insurance.

At the moment there are two types of health insurances: major healthcare coverage and
comprehensive insurances (also called smaller healthcare expenses). This second type of
insurance focuses on primary prevention (avoiding diseases) and secondary prevention (delaying
pathological diseases).

Private insurers in 2006 charged MX$118 million (US$10.7 million) for insurance fees, giving
health coverage to 3.5% of the population. Although the number of insured persons grew in the
last couple of years (2002 it was only 3% of the population), the number is still low compared with
other countries.

There are more than 35 private insurance companies in the Mexican market. However, only five
of them comprise half of the market (Metlife Mexico, GNP, Seguros Comercial America, Seguros
BBVA Bancomer and Seguros Inbursa).
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Figure 4. Insurance Companies Market Share

V
‘ b

11%

. /

3%
4%
5%

5%

m Metlife México

O Seguros Comercial América

m Seguros Inbursa

B Seguros Monterrey New York Life
m Quadlitas, Cia. de Segs.

7%

m Grupo Nacional Provincial
m Seguros BBVA Bancomer
@ Seguros Banorte Generali
@ Seguros Banamex

m Mapfre Tepeyac

| Others
Source: National Insurance and Bonds Comission

1.3 Mexico’s Medical Infrastructure—Physicians and Hospitals

Medical practice in Mexico involves both public and private sectors. About 41% of the population
receives medical care from the private sector; 28% receive care from SSA programs and the
remainder makes use of various social services. (figure 3)

Mexican eHealth Market: Page 7

INFBAMERICAS



Table 3. MATERIAL RESOURCES BY SECTORY

PUBLIC SECTOR 2005

Medical Centers ? 20,210
General Practice 19,103
Hospitalization 1,107

Hospitals Beds 78,643

Medical Offices 54,528

PRIVATE SECTOR 2005
Hospitals and Clinics (by bed

count) 3,082
<4 768

5-9 1,316

10-14 515

15-24 255

25-49 153

> 50 75

Hospitals Beds 33,931
Medical Office 12,096

Source: Health Secretariat, National Directorate of Health
Information, 2005.

Notes

1/ Includes: SSA, IMSS-Oportunidades, Colleges, States
facilities, IMSS, ISSSTE, PEMEX, Army and Navy

2/ Not including Mexican Red Cross and DIF.

In 2005, private health providers had 3,082 clinics, a 4% growth from 2001, while the bed
capacity grew by 7%. These 3,082 clinics represent 13% of the national total, and about 85%
have less than 15 beds each (Table 3). The 54,000+ private physicians (Table 4) constitute 27%
of total physicians in the country, and have reported a steady increase of about 12,900 doctors
since 2001 (32% growth).

Private nursing personnel, in turn, have grown by 13% between 2001 and 2005 to over 34,000 in
comparison to the 4% growth registered in the public sector. Nevertheless, private nurses are still
outnumbered by public sector nurses, which account for 85% of Mexico’s total.

In Mexico, almost half (47%) of private medical units are concentrated in five states and two
geographical regions (Metropolitan Area: Mexico State and Mexico City, and central-western
Mexico: Guanajuato, Michoacan and Jalisco) (Table 4). The Mexico City region has by far the
most bed capacity and human resources available.
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Table 4. PRIVATE HEALTH OVERVIEW IN MEXICO*

Major States

Hospitals
Beds Human Resources

State Medical

Centers
Total Physicians Nurses Total
México 535 4,783 6,729 3,449 10,178
Distrito Federal 315 7,051 8,356 6,696 15,052
Guanajuato 222 2,956 3,140 1,914 5,054
Michoacan 199 2,380 2,680 1,658 4,338
Jalisco 180 3,142 5,273 2,678 7,951
National 3,082 40,985 54,092 34,258 88,350

Source: Categories per 100,000 inhabitants estimated according to the National
Directorate of Health Information, 2005

*Note: A complete version of this table can be found at Appendix B.
The total Mexico population is 108,700,891 (July 2007 est.).

Public sector medical infrastructure and human resources in Mexico are more developed than the
private sector. Of the 20,210 medical centers belonging to the National Health System (SSA and
social security institutes combined), 19,103 (94.5%) are general practice clinics and only 1,107
(5.5%) are specialized institutions with the necessary supplies and equipment to provide
hospitalization services. Although the public sector has fewer hospitals than the private sector,
the bed capacity of public hospitals is much higher than private institutions.

Public medical units have a total of 78,643 beds and 54,528 doctors offices, compared to 33,931
and 12,096 for the private sector, respectively. Since 2000, public hospitals increased by 11%,
general practice units registered a 6% increase, and doctor’s offices showed an 8% increase. The
public sector comprises 73% of total physicians and 85% of nursing personnel. The number of
physicians grew by about 20% since 2000 (about 23,000 new physicians), while nursing
personnel grew by 4%.

Public medical units, in contrast with private ones, are well distributed throughout the country
(Table 5). The five states with the most medical units available (Mexico, Guerrero, Chiapas,
Veracruz y Jalisco) comprise 37% of total units. It is worth noting that, in general terms, the public
distribution of medical units appears to follow a level of poverty criterion, given that most of the
lower income states constitute more public medical units than higher income states.

Table 5. SSA PUBLIC HEALTH SYSTEM OVERVIEW IN MEXICO*
Medical Centers Per 100,000 inhabitants

State

General
Practice With Medical
Hospitalization Total Beds Office Doctors  Nurses
México 1,037 42 995 46.9 33.9 62.6 81.0
Guerrero 990 16 974 36.7 59.0 101.8 128.1
Chiapas 896 19 877 31.6 26.7 44.5 70.8
Veracruz 792 52 740 47.0 36.6 80.6 102.3
Jalisco 779 19 760 75.5 49.4 124.3 155.9
National 12,030 533 12,563 57.4 45.8 104.3 134.5

Source: Categories per 100,000 inhabitants estimated according National Directorate of Health

Information, 2005

*Note: A complete version of this table can be found at Appendix B
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Healthcare in Mexico cannot be understood without both sides of medical services providers. The
public sector provides the great extent of specialized attention through several institutes and
research centers, and offers the majority of general practice units through the National Health
System. However the private sector constitutes an important provider of health services,
providing care to 37.6 percent of the population.

Even though private services are less accessible for a large share of the Mexican population, it is
not centered only on high revenue groups. Only 15% of private medical units have more than 15
beds (and only 2.4% of those have more than 50 beds), while the remaining 85% of private units
is composed of small hospitals and clinics, many of which focus their services on gynecological
and obstetric services (some of them offering different kinds of “birth packages” according to the
clients needs).

2. Public Hospital Purchasing

2.1 Overview

The legal procedure behind public hospital purchases (IMSS and ISSSTE) is uniform, following
the regulation of the Federal Purchasing Law. The Federal Purchasing Law ensures three criteria:
participants meet the basic pre-requisites; the products meet basic quality standards; the price is
the most convenient for the institution. The body in charge of supervising transparency within the
purchasing structures is the Secretariat of Public Function (SFP, by its Spanish initials).

However, internal processes are slightly different depending on the institution. Each institution
has its own purchasing catalog in which the products need to be registered. Generally speaking,
the IMSS has more regulations and paperwork to comply with, which slows down purchasing time
compared to ISSSTE.

The purchasing budget comes from the federal government and is assigned by the lower house
of Congress. Each institution can use the budget as it deems necessary to cover its needs. Up to
5% of the hospital budget can be used for direct purchases from outside the product catalog
(cuadro bésico). These purchases are usually limited to cases were a patient’s life is in danger
and a programmed budget is not available.

Another consideration is that if a company wants to participate in the tender process, it has to be
part of the registry of suppliers (padron de proveedores) to access the information.

Figure 5. Hospitals Supply Flowchart
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Once a missing product is identified, the head of the department fills out a supplies sheet with the
specific product characteristics. If they are unavailable, they are obtained from the product
catalog. The doctors have little influence over the specifics of product purchases.

The supplies sheet is given to the warehouse to verify availability. If the stock is available, it is
sent to the area that made the request (Figure 3). In order to anticipate future needs, the
warehouse keeps inventory statistics to control the supply, and when the level of the stock is low
the purchasing department is advised.

The purchasing department, along with finance, determines the volume and budget. Price is
considered the key to choosing a provider. Since there are usually several distributors for the
same product (of the same manufacturer), hospitals must find the one with the most manufacturer
support (pricing, delivery, etc.). Here the relations between suppliers and purchasing staff can
come into play.

When the budget and quantity fall within the programmed values, the purchasing department sets
up a tender. If the budget is beyond the programmed values, the requisition is sent to the
purchasing committee, which assesses the situation. This committee determines which products
will be purchased and the budget source.

2.2 Tender Process

There are usually two waves of tenders per year—October and April, each requiring between 60
and 90 days to prepare. Price is the main deciding factor and 90% of all product purchases are
identified within the institution’s product catalogues.

Figure 6. Tender Process

Open tender Tender by invitation | Direct purchase Emergency purchase
Prepared by 2-3 suppliers are Ask for quotes from When a hospital
purchasing area. invited to participate.| a few suppliers. needs a product
Uploaded to the If no response is Usually happens right away and does
transparency portal. obtained, moves to when there is only not have time to
If : Round 3. one supplier of the prepare a tender.

no response is
obtained, moves to Funds come from product. Ask for quotes from
Round 2. the central budget. Funds come from a sele_ctlon of
suppliers.

Funds come from the the central budget.

central budget. Funds come from

the hospital budget.

Round 1

Round 1 is open to all manufacturers and distributors who can meet the basic criteria. Most
participants are Mexican distributors. This is a transparent process with little room for corrupt
practices. The great majority of tenders are adjudicated in this fashion (Figure 5).

Each tender has seven steps:
1. The need is identified and a requirement program is made

2. The tender is published in the Diario Oficial de la Federacion (Official Gazette) and in
COMPRANET (the public tenders website)

The documentation is sent to the authorities
A Q&A meeting is organized—Junta de Aclaraciones
The technical bidding is developed

2

The economic proposals are collected and opened
7. The winner is announced
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Figure 7. Tender Process, by Share
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If the first round is rejected, the second round is by “invitation only” with 2-3 suppliers
participating.

The second round is also a tender process. In some cases, invitations are sent based on steady
pricing, prompt delivery, credit and good working history. Personal relations play a considerable
role in this process.

If the second round is also rejected, hospitals are allowed to move to a third round of direct
purchases. The third round usually occurs when there are not enough suppliers to have a first or
second round, or when a product has only one supplier due to its technical specifications. In this
case, the institutions ask for quotes from the supplier.

There is a fourth purchasing method when hospitals urgently need supplies where they can move
to a direct purchasing system.

2. 31T Purchasing

Software purchases are managed at the corporate level to ensure communication and integration
among architectures. Currently IMSS and ISSTE are using DICOM for imaging and IMSS is using
the HL7 version 3 (CDA) for electronic records.

In the IMSS, the Innovation and Technology Development Directorate (Direccién de Innovacion y
Desarrollo Tecnoldgico) is in charge of establishing the standards and the technical specifications
when the purchasing order is presented. The director of this area is the decision-maker in
software purchases.

The ISSSTE, the Inventory Subdivision (Subdireccion de Almacenes) that belongs to the General
Management Department (Coordinacion General de Administracion), is in charge of establishing
the standards and the technical specifications when the purchasing order is presented.

Software is not in the registered product catalog (cuadro basico).

For medical IT equipment, the procedure is the same as in any other medical equipment
purchase. The IT equipment must be registered in the product catalog (cuadro basico). In most
cases the department responsible for the technical specification and supplier relations is
biomedics.

In most cases, IT equipment tenders include all the necessary tools for their operation without
any additional charges. Those charges are obviously included in the total equipment cost.
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3. Private Hospital Purchasing

3.1 Overview

3.2

The purchasing process in private hospitals has some variation among institutions. The main
difference between private and public hospitals is that private hospitals solicit quotes from
multiple suppliers before making a purchase, while the tender process is exclusive to public
institutions (Figure 6).

For medical supplies or equipment, the head doctor identifies a product need detailing the
technical specifications. Based on previous experience, the head nurse knows which brand and
model the doctor prefers and communicates the need to the warehouse.

Table 6. Quotes and Tenders in Hospital Purchasing

Private IMSS ISSSTE
Quote 100% 15% 10%
Tender 0% 85% 90%

Source: InfoAmericas analysis

The warehouse verifies against current available stock. If the stock is available, it is delivered to
the requesting area, and if the stock level is low the purchasing department is advised. Inventory
is kept on a monthly basis. In order to anticipate future needs, the quantities are determined by
the warehouse together with the purchasing department.

Private hospitals buy in smaller quantities more frequently than public hospitals due to their
smaller storage and financial considerations. Quotes are obtained approximately every six
months, although the decision varies according to each specialty (major surgeries, disposables,
drugs, etc.).

When low on stock, the purchasing department generates a purchase order and the budget is
defined together with finance. The purchasing department sends the RFQ (request for quotation)
to suppliers and negotiates pricing, quality and service. The purchasing director, based on input
from doctors, nurses and the warehouse, makes the final decision on all purchases. Suppliers
must be in constant contact with private hospitals to ensure service and to be in touch with
pending orders.

In some cases, a special quality department is responsible for supply quality. Private hospitals
are more prone to buy high quality products than public hospitals. The quality department,
together with the requesting area, the doctors and the area heads, evaluates new products. It is
difficult to introduce new products, as doctors generally prefer staying with the current market
offering.

When suppliers want to introduce a new product, they bring samples to each of the involved
departments (request area, quality control, purchasing / finance, warehouse, purchasing
committee). In some cases, the materials committee gathers every second month to study new
products. The head doctor is in charge of selecting new products.

IT Purchasing

For software purchases, the IT department (or the management department in its absence) is in
charge of decision-making, together with the purchasing area and the area making the request.
Decisions are based on product requirements and quotations from selected suppliers.
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For medical IT equipment, the procedure is as in any other medical equipment purchase—in most
cases the department responsible for the technical specification and supplier relations is
biomedics. In clinic or small hospitals with less administrative structure, the clinic/hospital director
handles decision-making.

Sometimes IT providers gives the equipment to hospitals in a leasing contract conditioned to
supplies consumed and including peripherals such as Software and PC’s .

4. Mexico’s Health Expenditures

In order to classify the expenditure, the World Health Organization (WHO) establishes four areas
in which the health system services can be delivered.

Regulatory Council (Rectoria): includes every expense related to medical
regulations on products, goods and services; development and delivery of health
policies; performance evaluations; and the generation and operation of
informational systems.

People Directed Services: refers to every health service involving direct doctor-
patient interaction delivered i.e. diagnosis, treatments and rehabilitations.

Community Services: implies every community focused service that takes into
account the community as a whole (social campaigns, epidemiology, health
education / promotion and natural disasters).

Resources Generation: this includes expenses on infrastructure / technology,
human resource training, technical productivity and R&D (research and
development).

According to the Health Calculations in Mexico’s Report published by the Secretariat of Health in
2005, total health expenditures amounted to MX$514,657 million (US$46,787 million) in 2004,
The largest concentration of expenses is attributed to People Directed Services (86%), followed
by Community Services (12.1%) and Resource Generation expenses (only 1.8%). (Figure 8)

Regulatory Services expenses are excluded from total health expenditures because the
resources assigned to operations are provided by the National Community Services Fund, a
special area that includes resources associated with federal entities activities that provide
regulatory and community health services. The total calculation includes both public and private
health expenditures.

Figure 8. Total Health Expenditure in Mexico, 2004

People Directed
Services
86.0%

Community
Services
12.1%

Resources
Generation
1.8%

Source: Secretariat of Health, Health Calculations in Mexico 2005
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However, if the same financial amounts are divided by specific areas it provides a clearer view of health
spending distribution. As seen in the chart below (Figure 9), three areas comprise 98.17% of total
expenses: medical services (66.2%), drugs and therapeutic devices (19.9%) and administrative expenses
(12.2%). The remaining 1.7% is divided between: human resources (0.5%), infrastructure and technology
(0.97%) and R&D 0.2 percent —Infraestructure/Technology and R&D categories include the departures
from which the IT budget is composed. This breakdown provides a clear description of the true nature of
the Mexican health system:

Figure 9. Total Health Expenditure by functions, 2004

Medical Services
66.2%

Drugs and
Terapeutical
Devices
19.8%

Pre- ti S .
e-emptive Administrative

Programs i
0.2% Expenditures
12.1%
Infraestr‘ucture “ rh and Human Resources
and Equipment esearch al 0.5%

0.1% Development on
Health
0.2%

Source: Secretariat of Health, Health Calculations in Mexico 2005

The public health expenditure including SSA, IMSS, ISSSTE and other government organizations
was in 2004 MX$239 million (US$21.7 million). This represents 46% of the total expenditure.

4.1 Private Health Expenditure

Private medical care is not only covered by private insurances, but also by companies’
expenditures, non-governmental organizations (NGO) and out of pocket spending. The out-of-
pocket spending represented more than 90% of the private expenditure in 2002.

This trend is also present in private health disbursements. From a total expenditure of MX$274.8
million (US$25 million), Ambulatory Medical Services expenses rank in first place with 45% of the
total, Drugs and Equipment follow with 33%, Hospitalization Services have 15% and
Administrative Expenditures end the list with only 7%. (Figure 10)

Considering that ambulatory and hospitalization services are only “time-spent-at-the-hospital,” the
various areas of the Medical Services category included in the total expenditure functions account
for 60% of the private sector expenditures that are dedicated to providing medical services
attention while 33% pertain to medications and technology used in that service. A joint proportion
of 93% is targeted for operational expenses.
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Figure 10. Private Health Expenditure in Mexico, 2004

Ambulatory
Medical Services
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5. IT Health Expenditure

According to a report by the Global Observatory for e-Health of the World Health Organization
(WHO), Building Foundations for e-Health: Progress of Member States (2006), the majority of
member states in the WHO depend on high levels of public funding for their e-Health programs to
the amount of 70% or more. This trend will surely continue if the same private funding and joint
public-private agreements do not demonstrate better growth in the coming years.

In the Americas, 67% of the region’s 35 countries supported e-Health expenditure with public
funding by 2005 (Figurell). Furthermore, this proportion is expected to keep growing to close to
75% by 2008. The World Bank, of which Mexico is an active member, considers Mexico among
the Upper-Middle Income group, a group whose size of e-Health public funding increased 78% in
2005 and close to 90% by 2008.

In the private sector (Figurel2), a far less significant funding is reported. The Americas Region
and the Eastern Mediterranean Region show the lowest use (25% and 0% respectively of
responding countries). The European Region reports the highest adoption (60%).

Figure 11. Public funding, by WHO region and globally
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Figure 12. Private funding, by WHO region and globally
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The WHO report offers the possibility to assert, given global funding trends, the likelihood that
developing countries receive donor grants for e-Health development originating from private
funding sources.

Public-Private funding has been another important financial source for e-Health programs around
the globe. By now, close to 50% of WHO countries that tried public-private-partnerships to
support e-health programs while promoting growth had positive results, a proportion that is
expected to grow up to 60% by 2008.

In the same report, a specific analysis on Mexico demonstrates that most of the related policies
and actions on the national e-Health system have been performed since 2000, immediately after
public-private partnerships and public funds started to flow.

The graph below (Figure 13) demonstrates the year when these funds were activated and their
current status. These public-funding figures and private-public partnerships are expected to
continue, while private funding is expected by 2008. It is important to be aware of the fact that the
funding described here is concentrated only on national scope programs, mainly those described
earlier from the public sector in Mexico. This does not imply that the private sector is not an
important player on e-Health development. Private funds are more than half of Mexican total
health expenditures. This helps to get a clear view of the role of private and public sector in the
development of national e-Health programs that until now were totally funded by public resources
and some joint partnerships.
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Figure 13. Policies and Strategies to support the Information Society in Mexico
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President Fox’s government (2000-2006) established public policies related to modernizing the
country through the e-Mexico program. This initiative also covered the health system.

Starting in 2002, efforts were made to modernize public institutions, providing larger investment
budgets than what was originally allocated.

This had also an effect on private institutions, which have invested in their own installations and
built new sections or new buildings. Private hospitals devote between 6 and 10% of their total
yearly budget to IT, but this situation is temporal and only includes a low percentage of the
hospitals.

Public hospitals are devoting around 1.3% of their yearly budgets to IT investments.

On a macroeconomic level, health institutions in Mexico are allocating 1.5% of their budget to IT,
which amounts to approximately Mx$835 million (US$76 million).

According to InfoAmericas Research, IT expenditure is distributed among private and public
sectors according to different needs and projects. As seen in the table below (Table 7), public
medical units allocated 40% of their spending to software acquisition. On the other hand, private
medical units have a different resource spending distribution given their size (measured as bed
capacity).

As for private hospitals, 45% of the total IT expenditures are destined to software acquisition,
46.7% to electronic medical equipment and 8.3% invested in Internet services. This distribution
changes among Mexican clinics to: 52% in software, 31% in electronic equipment and 17% in
Internet services. The difference between groups is explained by the purchasing power of each
medical institution.
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Table 7. IT Expenditure Distribution by Medical Center Type

IT Expenditure Distribution by Medical Unit Type

Hospitals Clinics*

Public Centers Private Centers

Software 40.0% 45.0% 52.0%
Electronic

Medical

Equipment 45.0% 46.7% 31.0%
Internet 15.0% 8.3% 17.0%

Source: InfoAmericas Analysis
*Clinics: less than 15 beds

Only 15% of private facilities are private hospitals (table 3) with more than 15 beds, and only 2%
have more than 50 beds. This group has a more structured management and allocates the upper

frontier of the IT budget (6%-10%)

Private hospitals can afford major investments in new technology and medical software solutions
because of the increased resources from higher medical attention fees and larger bed capacity.

Small clinics with 15 beds or less, which account for 85% of the private facilities, face higher
competition amongst themselves and charge lower fees, so that their resources are directed to
general expenses (medications, medical instruments, equipment). This limits their purchasing
power and potential investments in new technology, software solutions and medium-low cost

equipment.

It is also important to mention that IT expenditure in the private sector lacks a consistent
departure point in hospitals and clinics. The medical administrative heads plan expenditures of
this kind at least a year before the purchase and this is only carried out after a detailed cost-
benefit analysis according to available resources. This kind of planning implies that IT resources
can be reduced to the minimum for several years -which is the most widespread practice in the
Mexican private sector- and increased to the maximum in a particular year -previously planned

and selected- until a new purchase is envisioned.

6. International Comparisons

The Organization for Economic Co-operation and Development (OECD) conducts regular
assessments and comparisons of health systems among its thirty member countries. For 2004,
the last year for which the comparative data is available, total health spending accounted for
6.5% of GDP in Mexico, slightly lower than the OECD average of 9%. This positions Mexico
above countries such as Poland, the Slovak Republic and Korea, but well below the US, which

spends 15.3% of GDP (more than six percentage points above the average) on healthcare.
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Figure 14. Health Expenditure per capita, Public and Private expenditure
OECD countries, 2004

The average rate of growth of healthcare spending per capita in Mexico between 1999 and 2004
was 8.9% per year.

The number of practicing physicians per 1,000 population in Mexico is 1.5, a lower number than
the OECD average (3.0). Between 2000-2005, the number of physicians grew around 20%. The
number of acute care hospital beds in Mexico in 2004 was 1.04 per 1,000 people, also lower than
the OECD average of 4.1 beds per 1,000 people.

The total Mexico population is 108,700,891 (July 2007 est.).

7. eHealth Organizations

The SSA is the steering agency of the system and establishes the Official Mexican Standards
(NOM), which contain the specific procedures and contents of national health regulations. The
SSA develops and reviews the NOM, convenes inter-institutional groups and aggregates health
statistics.

There is no true national information system, but a series of structurally and functionally
disconnected subsystems (one in every public institution) that generate information on population
and coverage, resources, service delivery, and health impairments.

Currently the SSA is working with HL7 to implement national standards on IT architecture. They
are also working in an EHR NOM in order to make the information interchangeable, primary
focusing in the public sector.

The IT General Division (Direccién General de Tecnologias de la Informacién) is the organism of
the SSA in charge of the information technology on the federal level, operating with a budget of
MX$47 million (US$4.3 million) for their activities in 2007. Its level of competence involves
telecoms, system administration, regulations and security.
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7.1 CENETEC

The National Center of Technological Excellence in Health (Centro Nacional de Excelencia
Tecnol6gica en Salud—CENETEC) was founded in 2004 as a non-centralized area of the
Secretariat of Health that depends on the Undersecretary® office of Innovation and Quality.

CENETEC’s main function is to generate useful information on health technologies in the
decision-making surrounding the acquisition and implementation of new medical equipment to
improve the security, quality and the cost-benefit to healthcare.

The CENETEC has organized 2 national forums in Health Technologies, five e-Salud Congresses
and 3 workshops in Health Technologies. The first national forum in October, 2005, on eHealth
involved discussion by different institutions—private and public—on the goals and future
strategies of IT health in Mexico. Some topics of discussion included: innovative programs such
as the e-salud (“e-health”) Portal, telemedicine for penitentiary centers, rural areas and mountain
terrain with difficult access, simulators for medical training, electronic patient files, national patient
files, tele-training and current status of e-health developments in public hospitals.

In the 2006 national forum, topics included: experiences from foreign countries, current practices,
interoperatibility of systems, advances of e-Mexico program, DIF and IMSS experiences, public-
private partnerships and IT, and biomedical engineering development. The 3" National forum will
be held in September, 2007.

CENETEC’ s budget for 2007 is MX$14.03 million (US$1.27 million).
http://www.cenetec.salud.gob.mx

7.2 CANIETI

The National Chamber of the Electronics, Telecommunications and Information Technology
Industry (Camara Nacional de la Industria Electrénica, de Telecomunicaciones y de Tecnologias
de la Informacién) is an entity representing the Electronics, Telecommunications and Information
Technology Sectors in Mexico and promotes the development of these sectors in a global
environment with high quality services.

CANIETI is a public interest, autonomous institution with a main objective of achieving the
competitive development of the National Industry with a guild sense and social responsibility.

http://www.canieti.org/

7.3 AMITI

The Mexican Association of the Information Technology Industry (Asociacion Mexicana de la
Industria de Tecnologias de Informacion) gathers together IT suppliers from every application
field. The AMITI goal is to enhance the IT industry growth and to promote a legal and regulatory
environment prone to business development; however, the AMITI does not have any faculty to
impose any regulatory framework.

Mexico does not have any kind of certification or norm that guarantees the quality of any IT
products, which might involve many integration and malfunction problems.

http://www.amiti.org.mx/

7.4 SINAIS

The Health Information National System (Sistema Nacional de Informaciéon en Salud) was
developed by the Secretariat of Health in order to provide a robust source on health information
that could be helpful for the decision-making process of the different actors and users of the
National Health System. It includes very detailed data on human, physical and financial
resources.

http://sinais.salud.gob.mx/
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8. eHealth Trends

8.1 Hospital IT Infrastructure

High-level public specialty hospitals as the Centro Medico Nacional Siglo XXI (IMSS), Hospital 20
de Noviembre (ISSSTE) or the National Institutes of Health as Neurologia and Cancerologia
(SSA) are the hospitals with the highest level of technology. Private hospitals with high levels of
technology are limited to the Centro Medico ABC and the Angeles Hospital chain, most of them in
the Mexico City area.

8.2. Public hospitals IT infrastructure

The IMSS is the institution with the highest IT level in Mexico. Most public institutions have some
level of IT solutions to manage the electronic health record (EHR), but only the IMSS also
includes electronic imaging. In 2004, EHR was incorporated to the three levels of the IMSS,
starting with the first level hospitals, where the first contact with the patient is usually made. EHR
is not fully implemented in the network since there is some medical equipment that needs to be
replaced and some legal hurdles to solve.

IMSS works with HL7 version 3.0 and DICOM architectures for data and image processing.
These systems are regarded as cutting edge technology.

Among the main benefits of using these technologies are the increased service efficiency, around
the clock information availability, accessibility of the information in any point of the network, a
common language for the medical systems and the use of standards for data interchange among
different systems.

Public specialty hospitals from ISSSTE, SSA and other institutions have high-level imaging and
clinical equipment using some EHR solutions with some integration of data and images. The level
of integration depends on the hospital. There is a tendency toward increased integration and
usage of EHR and information technologies.

In general terms, the Radiology department in public hospitals is the one with the most advanced
technology.

Most of the hospitals and public clinics have some level of systems that allow for control of
medical appointments. Sometimes those systems are developed internally by the institution and
have restricted access.

8.2.11IMSS

The IMSS has medical equipment in 1,768 medical centers throughout the country. This
infrastructure has been established during the 60 years the institute has been operating. This
massive amount of equipment has to be evaluated on a yearly basis in order to determine the
need any substitutions. Some equipment is substituted because of lack of replacement parts or
because of frequent need of repair. Another reason is the new technologies have less invasive
methods, lower utilization costs, and better diagnostics capabilities.

8.2.1.1 New equipment investments

The budget for new equipment has varies. The budget in 1989 was MX$1,090 million (US$99.1
million), increased to MX$3,660 million in 2000 and in 2006 was around MX$4,500 million
(US$332.7 million) as shown in Figure 15.
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Figure 15. Electronic Medical Equipment Budget

Source: Infoamericas analysis and IMSS informe de rendicion de cuentas de la
administracion 2000 - 2006

Some equipment is purchased in a staged process, according to established long-term goals.
That is the case of ultrasonography, equipment for high specialty centers (Unidades Médicas de
Alta Especialidad -UMAES), preventive medicine, health services, work health, cervical cytology,
mastography for mobile units, neonatal intensive care unit (Unidad de cuidados Intensivos
Neonatales UCIN) and dysplasia clinics.

In 2006, these programmed purchases accounted for MX$300 million (US$27.3 million). Other
purchases, such as the tomography for the Pediatric Hospital of CMN Siglo XXI and the
radiological unit for the HGSMF 26 Hospital in Los Cabos in Baja California Sur, were purchased
by specific requests, analyzed and authorized.

In the same year, a special budget of MX$2,500 million (US$227 million) was allocated for
equipment purchases. The projected investments were in anesthesia equipment for second level
hospitals, trauma for newborn, transplantation, tomography, ultrasonography for family medicine
centers and preventive medical units.

IMSS has several custom made systems (software) to provide services at different levels.

8.2.1.3 Telemedicine (Long distance education)

The IMSS has established a long distance education program focused on self learning, training,
evaluation and online consulting, as well as online broadcast of courses, seminars and work
meetings. In 2004, Tralcom Company donated to the institute 5000 licenses of its Training
Coordinator software. During 2004, 240 conferences were transmitted in real time and 27 training
courses were given. In 2005, 214 online broadcasts were transmitted and in November of 2005,
an e-learning program was launched that included a virtual school with courses, reports and
multimedia.

Mexican eHealth Market: Page 23



8.2.1.4 The Family Medicine Information System (Sistema de Informacion de Medicina Familiar,
SIMF)

SIMF is a tool for management and registration of information for the first level units. This entails
an electronic record. It has an appointments agenda, medical notes and stomatology. It also has
work health, social work, nutrition and dietetics, urgency, PrevenIMSS, menopause, prenatal,
family planning and reproductive risk valuation. The system allows for communication with other
services and systems to generate leaves of absence, prescriptions and Electronic References. By
the end of 2006 all medical centers were working with this system.

8.2.1.5 The System for External Hospital Information (Sistema de Informacién de Consulta
Externa para Hospitales, SICEH)

SICEH is an adaptation of the SIMF that allows automation of process functions, which eases the
workload and minimizes time required for transactions. It is also a management tool for the
institute heads to control spending and have performance indicators in order to enhance medical
quality and user satisfaction. The system is installed in all UMAES, 44 second level hospitals and
in 26 high specialty medical units. The system is connected to the Hospital Information System
IMSS-VISTA for prescription, leaves of absence, surgical requirements and reference
appointment programming between first and second level hospitals. It has interoperability with
other systems.

8.2.1.6 Hospital information system IMSS-VISTA (Sistema de Informacién Hospitalaria IMSS-
VISTA)

IMSS-VISTA covers the need of the Medical fringes directorate for the hospital operations and
processes, covering the medical attention process in hospitalization, admission and urgencies.

It has interoperability with other modules as surgical, nursing, IMSS-VISTA for prescriptions,
leave of absences and VISTA-IMAGINOLOGIA (studies requests, imaging viewing and
interpretation notes).

This system is a translation and adaptation of a system developed by the health system of the US
Veterans Administration.

8.2.1.7 Imaging

There are eleven DICOM servers in the UMAES. The digital imaging system was developed with
DICOM Server and DICOM Viewer. The medical centers send their images to the server to be
viewed in any unit using the VISOR. At the end of 2006, the systems were used by 8 hospitals in
Mexico city, 2 in Guadalajara and in 2 in Monterrey.

During 2006, a search was started for image capturing cards in order to modernize more than
1000 analogical and digital equipments that are not currently working with DICOM. These
equipments are of several brands and models and are located throughout the country. This
process will allow older equipments join their imaging to the EHR.

Thorough November 2006 Imaging System Phase | was operating at 21 UMAES and 34 second
level medical centers.

8.2.1.8 Auxiliary systems

There has been much improvement in the interoperational standards, functionalities and
interchange protocols for the auxiliary systems for diagnostics as clinical laboratories, blood
banks, transfusions and hemodialysis in order to automate patient information and its integration
to the EHR. The IMSS enforcement regulation for the EHR includes Hemodialysis, Blood bank
and Transfusions Lab. For DICOM protocol equipment purchasing, the specifications were
included in Compranet portal.
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The EHR integrates information from all the Family Health Units, as well as the information from
the Laboratories, Blood bank and Hemodialysis in most of the country. In the first quarter of 2006,
there were more than 45 million medical comments concerning more than 3.5 million patients.

This is a high availability technological platform that can process more than 1 million hourly
messages. The system’s messages work under HL7 V3 standard and have the web services
needed to integrate the EHR under the domains: Medical notes, Labs, Blood bank, Hemodialysis,
Leaves of Absence and Stomatology, Pharmacy, Laboratory results and Appointment across
hospitals, Work Related Care and Transferences.

Advising to new suppliers in terms of HL7 V3 message application development is being done.

Systems under development are Clinical History, Ambulatory Peritoneal Dialysis, Medical
Evolution, Social Work, Family planning, Prenatal, Medical notes of General Clinical History,
Incoming notes, Surgical Notes and Transfusions.

The system works in a UNISYS ES7000 Orion server using RAID architecture. The IMSS EHR
front-end is using Network Load Balancing and is using security standards as WS Security, WS
Addressing y WS RM. The system was 1SO 9001:2000 certified in 2005.

At the end of 2006 the system had 12.1 million files.
Hemodialysis (505,000 sessions)
Laboratory (10.4 million studies)
Blood bank (105,000 orders)
Medical notes (40 million)
Leave of absences (165,000 + 6,000 cancellations)
Stomatology (450,000 studies)
Pharmacy (1,200,000 prescriptions)

8.2.1.9 Datamart

Datamart is a medical Data warehouse including IMSS medical statistics for decision-making
including:

-Damage attention: to understand the reasons for attention, including information on leave of
absence and prescriptions

-Prevention promotion: related to disease prevention and shows the disease coverage
-Chronic & Degenerative patients: will allow for cost estimating of the patients

During 2006, information was added about the main diagnostics given, hospital discharges and
main diagnostics in external care units. Also, a therapeutics diagnostics module was launched
aimed at correlating diagnostics made at family medicine centers against drugs prescribed and
looking forward to determine if treatments are successful.

Also in 2006, the “Subsidios y Ayudas” module was launched including:
Leaves of absence of IMSS employees
Leaves of absence of employees not from IMSS
Distribution of leaves of absence by age and sex
Companies with higher leave of absence (cases and amounts)
Leave of absence by company
Distribution of leave of absence by level of medical attention
Distribution of de leave of absence by type of insurance
Timing of payments for leave of absence
Leave of absence payment by covenants
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8.2.1.10 Equipment Infrastructure

The data centers that support all IT operation are consolidated in two IT National Centers,
Centros Nacionales de Tecnologias de la Informacién, mirroring each other in Monterrey and
Mexico City. They support all the operations, allowing for trust and availability. Monterrey is the
main site and Mexico City is secondary.

In 2003, the first and only Functional Inventory of Relevant Medical Equipment was run and
important conclusions in terms of purchases were drawn.

One of the conclusions was that one in five of the relevant medical equipments was over 15 years
old. This includes the most complex equipments, the equipment with the highest purchasing and
operations costs, and those essential for priority programs. Valuation programs were undergone
in order to assess relevant information in terms of equipment situation.

Table 8. Functional Inventory of Relevant Medical Equipment, 2003 IMSS

Number of
Name Abbreviation units

Angiograph - Biplane for cardiology UltraGen 390
CAT - high resolution URFTCSD 74
CAT - medium resolution UltraDopCo 72
Doppler for flow measurements RadioDen 331
Echocardiograph -Bidimensional advance color Doppler RadioBas 191
Magnetic Resonance unit URFDMC 178
Mastography — Radiological unit UltraBas 174
Photofluorangiography unit Ecobido 67
Radiological - Basic unit URFC 85
Radiological - Dental unit URFDTM 85
Radiological and fluoroscopic unit - for cardiac catheterism Angio 25
Radiological and fluoroscopic unit - mobile unit with "C" arch

and digital subtraction VM 23
Radiological and fluoroscopic unit - with distance control TomoAR 27
Radiological and fluoroscopic unit - with long distance

control and "C" arch TomoRl 34
Radiological and fluoroscopic unit - with short distance

control Masto 28
Radiological unit of 300Ma Radio300 106
Ultrasonography - advanced color doppler UFotoflu 44
Ultrasonography — basic VE 61
Ultrasonography - color doppler DopFlu 46
Ultrasonography - general usage UltraDopCoA 43
Videoendoscophy IRM 5
Video microscopy (microscopy with closed circuit TV) URFMCC 2

Total units 2091

Source: Infoamericas with IMSS information Inventario Funcional de Equipo Médico Relevante Registro del Equipo de
Imagenologia en el IMSS 2003

The study showed a high aging of the equipment in second and third level hospitals and the lacki
of resonance imaging in 35 of the 37 regions, as well as an unequal distribution. For example, in
the Mexico City delegation there were 18,300 users for ultrasonography against 144,000 in one
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State of Mexico delegation. About 68% of the X ray equipment was old, 60% of the tomography
equipments, 50% of the magnetic resonance, and 40% of the mastography.

New equipment was bought and, for example, the number of members for magnetic resonance
equipment changed from 6,502,118 in 2003 to 2,060,044 in 2006 on a national level.

The average years of use per equipment and its evolution is shown in Figure 15.

Figure 16. Medical Equipment unit vs. average use

Source: Infoamericas with IMSS information Inventario Funcional de Equipo Médico Relevante Registro del Equipo de
Imagenologia en el IMSS 2003

8.2.2 ISSSTE

During 2006, the Equipment Program focused on third level units. From the total budget of
MX$434.4 million (US$39.5 million), MX$237.5 million (US$21.6 million) were for high specialty
equipment: MX$165.2 million (US$15 million) to the second level units, MX431.5 million (US$39.2
million) to first level and MX$0.18 million (US$0.16 million) to medical subdelegations. From the
total budget, 95.39% was for new equipment, 2.59% for medical/management furniture and
2.02% for surgical instruments.

A national goal of high specialty equipment purchasing was reached, which included 57
equipments: 2 linear accelerators, 12 Tomographs, 1 Magnetic Resonance and 7
Videoendoscopy systems. Some of the equipment was aimed for the Genomic medicine
program.

Leonardo Systems from SIEMENS is currently working in the Hospital Regional Ignacio
Zaragoza, interconnecting Urgencies, Intensive Care, and External care in order to share
imaging. Images can also be shared with other hospitals of the system.

The images that can be shared are CAT, Fluoroscopy, Digital Fluoroscopy, X Rays, Ultrasound
and Laser Cameras.
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8.2.3 ISSTEMED - The Medical Integral Informational System, Sistema de Informaciéon Médico
Integral (ISSTEMED)

This EHR system allows for accessing patient information in real time and will replace the
paperwork done today.

For the first quarter of 2007, the following units used this system: 28 Family Medicine Units, 24
Clinics of Family Medicine, one Specialty Clinic, 4 Hospital-clinics and 4 regional hospitals.

The Automatic Registration of Medical Licensees in ISSSTEMED allows for medical licensing by
system members simplifying the system registration, allowing for a national database of
members, generates reports by member and lets government agencies to browse members
information (with previous authorization).

8.3 Private Hospital Infrastructure

IT infrastructure in private hospitals is not standardized and depends on hospital size and
specialization area. There are private hospitals with high level of technology, even comparable to
public hospitals like the Centro Medico ABC, the private hospital with the highest technology
level.

In general terms, the area that is more developed in terms of IT is the imaging department. Not all
the hospitals have this area. Second is the radiology department. Each of these areas has its own
storage system (PACS), even if they don’t currently use EHR.

In some cases the hospital laboratory is outsourced to external companies. This makes them a
business of their own, looking for the highest return on capital for their investment. This
phenomenon brings IT investment in order to use technology as a driver for process improvement
and economies of scale. These laboratories are constantly bringing new technologies and
automatized equipments, as well as software tools, to keep good records (LIS).

Another factor involved in technology acquisition is in-vitro analysis equipment leasing, making
equipment investment more attractive.

Hospital Medica Sur laboratory is completely automated and is one of the most technologically
advanced, using WinlabWeb PAT as LIS for online consults.

Large hospitals as the Grupo Angeles chain or Grupo Star Medica work with SAP software for
management and accounting. The system has specific modules for patient management (SAP®
Patient Management) but not all the hospitals have this application. The Grupo Angeles chain has
15 hospitals, mainly in the Mexico City area. There are some similarities among them in terms of
IT as the SAP usage, but each hospital manages its own budget and has spending freedom.
Some hospitals are more developed in terms of imaging, and others have invested in laboratories
or radiology. Most of them are using PACS architectures for digital imaging.

Private hospitals have an independent area for the hospital and for the doctor offices and not all
the doctors work in the hospital. Currently there is no IT solution that can share EHR information
between the hospital and the doctor’s offices.

The Centro Medico ABC hospital is considered one of the private institutions with a higher level of
technology, but they do not have EHR to date. They have plans to implement EHR as well as
invoicing, wireless networks and VOIP.

In terms of software, some hospitals work with the Angeles Health System, a system that
includes tools for patient management. Not all the hospitals work with it or at the same level.
Other hospitals operate with client-server tools for the patient information and digitalized imaging
sharing.

Grupo Angeles doesn’t have short-term plans for EHR integration, but are looking forward to
develop additional systems to ease patient registration and management. They are looking
forward to implement them during 2008.
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At the corporate level, there are plans for the migration of current applications to a web based
graphic environment, specifically the WebSpeed system of Progress Software. The aim of this
software is to let doctors follow medical histories and have full access to their databases.

Star Medica Hospital Chain has 9 hospitals in the country. During next two years they will open 2
additional specialty units and 2 acquired hospitals. Hospital Santa Fe in México City is a member
of the group. This hospital has ISO 9000 certification, which has brought innovation to different
hospital areas. The hospital works with SAP and another internal communication tools as
ISOTADER, which support ISO processes. They plan to include additional SAP modules as
required.

Medica Sur is currently using software for activities management. They are also developing an
EHR system that will be running in 2008. Together with the RIS, they will work in a client-server
environment. They are also working with the National Board of Science and Technology (Consejo
Nacional de Ciencia y Tecnologia, CONACYT) in order to develop new health IT applications.
Two projects are currently in development. The first one is for telemedicine and the second for a
digital ambulance. The digital ambulance will include a platform for data delivery via mobile phone
between the ambulance and a specialist in the hospital, shortening the response time and
allowing for initial treatments on the ambulance.

Grupo Christus Muguerza, part of the US group Christus Health, currently runs 8 hospitals in the
northern part of the country and have strong expansion projects for the next years, looking
forward to open 16 new hospitals until 2017. The hospitals offers online laboratory results for
patients and doctors using WinlabWeb Pat software. They also offer a virtual gallery of newborns,
accessible via internet.

The Hospital y Clinica OCA, another private chain based in the city of Monterrey, is also
expanding its reach by opening a hospital in the northern part of Mexico City and a research
center in Monterrey. It is a specialties hospital with ISO 9001-2000 certification. The hospital has
an X-Ray Digital System allowing storage and visualization in any area of the hospital of TAC and
Magnetic Resonance images. They also offer a virtual gallery of newborns via the web.

8.4 Clinics Infrastructure

In the lower size segment, Lomas Altas clinic is one of the institutions with the highest level of
technology, in terms of electronic medical equipment as well as software. They use PACS for
image processing and EHR.

There is no clear trend regarding medical equipment. Mexican clinic resources are allocated,
almost completely, to instruments and basic medical equipment, mostly for radiology and
laboratory. IT purchases are not included in the general resources planning and, when made, are
commonly towards the renewal of basic equipment or software.

Most of the clinics use some management software including HIS. Bigger hospitals are commonly
using SAP, but smaller clinics use many kinds of the management software available without
clear preferences on brand or applications, and often developing their own software. These in-
house customized solutions often lack an efficient database, support, upgrade capability and a
proper architecture to improve clinic management.

When the software is developed outside of the institution the common practices are to use proven
software and, in modular basis, upgrading when the clinics need it. The general perception is an
inexistence of a provider that can develop software able to cover all of their needs.

In small clinics with few beds, management is usually handled through Excel or Access. Medical
records are kept only on paper. There are specialized clinics in areas such as orthopedics,
plastic and reconstructive surgery that have highly specialized equipment.
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The main restrictions for clinics are the lack of planning and resources to invest in the long term.
This, coupled with the barriers to credit lines for small and medium companies, results in
spontaneous equipment purchases due to imminent needs rather than clear planning.

IT providers
During the interviews, the following IT providers were mentioned:

Table 9. IT Providers

Software Name: Medical Electronic Equipment Name:
Intelimedic Phillips
Medmodel (promodel) Kodak
MEDSYS Technologies Agfa
TIMSA - SoftMed General Electric Medical Systems
Tecnhospital Toshiba
Select Software Mitsubishi
QSOFT Siemens
Medsist Datex Ohmeda
Oracle Baxter

Servicio de Ingenieria y Equipo

SIAM Médico (SIAEM)

Medilab Equipos Interferenciales de México
Softmed Okidata

Trinity Abbott

Sihowin Draguer

3M-Health Information Systems

SAP for Healthcare

Isotader

Sll-Med

Incan-net

Simed

WinLab

Angel Health System (Grupo Angeles)
Vista-IMSS (IMSS)

ISSSTEMED (ISSSTE)
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9. eHealth Opportunities =

The main opportunities for IT medical suppliers can be divided into three areas:

1) Cost reduction tools: diagnostics, treatments, information sharing, medical services
and cost management

2) Improving the quality of services: effectiveness, treatment definition and minimization
of human error

3) Increased coverage: lack of hospitals, doctors and nurses, as well as long travel
distances to clinics

IT medical systems provide a double benefit - they improve the quality of life of its users and
diminish the costs of medical attention.

Approximately 55% of Mexico® medical infrastructure is private, and around 88% of these
institutions only use basic systems for the control of some information without information sharing
between the systems. For example, 70% of the smaller clinics have an automated accounting
system while other areas are still using pen and paper.

Over the years, the country’s growing population has caused a relatively high proportion of
children and teenagers compared to the adult population. In coming years, Mexico’s demographic
pyramid will narrow at younger ages and the older population will expand. Over the next 30 years,
Mexico’s working age population will increase by nearly 50 percent and eventually this population
will reach an age were its medical needs will overwhelm the health care system. (Appendix C)

To meet this challenge, the government needs to expand its health system and to improve the
efficiency of its operation. Herein lie interesting opportunities for IT medical vendors. For
example, digital imaging reduces processing time and allows for an increase in the number of
patients treated with the same personnel and infrastructure. Public hospitals are already
embracing this technologyi/.

In the same line, EHR allows for faster turnaround of patients and increased level of customer
service. The SSA is currently developing new regulations related to Electronic Health Records.
The first draft is expected to be ready in 2008. The final definition of these regulations and their
enforcement will give clarity to the hospitals about the steps they need to follow and will make the
EHR industry boom 2/.

The main technical concern for EHR usability is the data mining of its contents since most of its
data will be in the form of uncategorized medical notes. EHR systems will need to have a
semantic interface for querying the database 3.

9.1 Public Sector

The largest buyer of IT systems (includes software, hardware and equipment) is the government,
and the IMSS (Mexican Social Security Institute) has the largest share of all government
purchases. Tender processes allow for continuous development of new suppliers, which gives
industry mobility.

In some cases, the tenders are for countrywide contracts were the suppliers need to reach many
locations across the country and have to verify that they have the resources for that goal.

Tenders do not follow a schedule but rather depend on needs. IMSS publishes the tender
information and bases at http://transparencia.imss.gob.mx/index.asp and ISSSTE and SSA
publishes their bases at http://www.compranet.gob.mx

Since imaging equipment is one of the most expensive items in the hospital inventory, replacing
existing equipment in the short term is practically impossible. The logical alternative is equipment
digitalization in order to convert traditional images into the DICOM protocol 4/. Considering the
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amount of equipment in government medical centers requiring this adaptation, the opportunity is
considerably large.

IMSS and ISSSTE have introduced software in their processes due to their size, their as an
opportunity to develop a drugs inventory software that could make more efficient the supply
process lowering the frequent unavailability of drugs.

Other public hospitals do not have the same level of IT software implemented in their process.
This is also function of the hospital size. The opportunities will depend on each hospital needs.

Also some new equipment will require the software applications for the integration between the
equipment and the existence software.

9.2 Private

Private hospitals with over 100 beds were the first to use IT to improve their processes since the
benefits were straightforward, taking into account the high investment needed. In this regard, the
opportunity for new IT systems (includes software, hardware and equipment) is limited since most
big private hospital are using them s/.

Since the software solutions adopted in larger hospitals are focused in the management area
there is an opportunity in the EHR and specialized applications (chronic care disease
management, community health care management) which are not commonly used.

Medium sized hospitals (with less than 100 beds) or large clinics are currently using some IT in all
their processes, so there is an opportunity for IT vendors integrating their process

These hospitals need to incorporate IT into their processes in order to maintain their level of
competitiveness and service 6/. They have larger budgets than small clinics and might be in a
position to engage in more significant investments.

These hospitals and clinics have IT in some of their departments, such as radiology, laboratories
or imaging, but usually these systems are not integrated. So there is an opportunity for IT vendors
with integration technology7i.

Although they have IT in their infrastructure, larger clinics are currently not interested in
sophisticated and specialized software mainly due that they do not provide specialized services.

Medium hospitals have the required infrastructure to use specialized software and are more
willing to implement them if they percieve an advantage.

The main limitation for IT implementation in small hospital and clinics is budgetary. Meanwhile,
there is no legal requirement to have electronic systems and there is no clear incentive to
introduce these technologies. Smaller hospitals and clinics will keep using basic systems like
Excel or Access and in some cases in-house developments 8/.

There is an interesting opportunity in this segment for web-based systems (software) with limited
implementation costs and licensing programs were the benefits are clear for the hospitals and the
costs are relative to its usage rate.

One of the main areas were IT has a clear value proposition is in the general management area.
Most hospitals are already using some management software that have been developed
internally, so they are not compatible with other systems and sharing information becomes
burdensome 9/. In many cases, the platform in which the system was developed has limitations in
terms of the database size or is manageability, so there is an opportunity for the introduction of a
completely new system.

Competitive management software must include information related to patient treatments,
detailing the services and drugs supplied to each patient, surgical room usage, invoicing, supplier
payments, etc10/.

Most of the software targeted to medium size hospitals is focused on management and not
medical applications 11/. There are vendors targeting specific medical applications as imaging,
laboratory and urgencies, but they are not integrated solutions. Integrated solutions are more
expensive.

Mexican eHealth Market: Page 32



Medium Sized Hospitals expressed the following concerns:
Patient nutritional management systems are not currently covered12/.

Lack of systems engaging communication between the administrative areas and
the nursing department.

Need for online communication software between the hospital and its patients to
deliver analysis results13/.

Need for stronger HIS (Health Information Systems) that can be as powerful as a
SAP14/ . But with more accessible pricing

Patient registration in small and medium hospitals is still slow and inefficient. There are many
segments of opportunity for improving this area, specifically in medical records digitalization. The
first step is EHR usage in the short term, and a complete EHR including online services in the
long term.

For hospitals with less IT structure, such as those outside Mexico City and Monterrey (70% of
hospitals), the first step to implement an EHR is to have a clinical history system with no
interaction between hospital departments. This system will record the patient’s history and a basic
record registration and appointments.

This clinical history will serve as a foundation for the EHR. 15/.

9.3 General

The current trend is to use modular software that might be customized for hospital needs. This
modular structure gives more flexibility in terms of growth according to needs and investmentie/.

One of the problems with in-house software is that in some cases they do not have the ability to
be updated, which results in the need to buy updated software. Care providers pay special
attention so that these problems will not happen again 17;.

Another opportunity area is in the integration of current software into new systems and in the
integration of equipment with new software. Experience in LIS, RIS and imaging is needed for this
purpose, in order to integrate current hospital equipment to the softwareis/.

There are joint public-private initiatives aimed at developing many areas of telemedicine. One of
the most important areas is related to the access of remote rural areas were high-level hospitals
and clinics are far away. The purpose is to be able to help local doctors in diagnostic and
prevention through information sharing and interchange19/.

In the public sector, the main reason for developing telemedicine is the cost savings obtained by
avoiding patient transfers. For example, telepediatrics or teledermatology allows for real time
consultation with doctors in higher level hospitals, avoiding the need to transfer patients and
allowing for faster response and treatment 20/.

Another area of opportunity is the increasing market of senior citizen retirement 21/. One of the
reasons for retiring in Mexico is the lower cost and comparable quality of medical and dental care.
This area will show an increase in the number of private clinics focused on geriatric care that will
need telemedicine and EHR to allow high quality of service. An opportunity in this sector will be
the portability or accessibility of medical records from/to a local hospital in Mexico to a higher
level hospital in Mexico or another country. This will give retiring persons in Mexico peace of mind
by having their own doctors available by phone and able to see their medical records through a
remote access.

As with any other technology introduction, equipment operators and management might initially
feel uncomfortable with the unfamiliar. If technology projects are not properly integrated, people
will not be engaged with them and staff will likely be concerned about how new systems will
impact them 22/. Staff will remain skeptical until they experience the benefits of the change and
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the technology behind it. This is especially important if the briefings are prepared by business
managers who themselves do not know very much about new IT.

One solution to this problem is through strategic communication and education to provide training
to the people in charge of IT implementation.

9.4 Market Entry Factors
Current macroeconomic activity is favorable for new entrants.

New entrants will need to focus their strategy according to their target segment, and depending to
the positioning they want to achieve. Companies looking for leadership will need to focus as well
in public as in private markets.

Companies pursuing a niche strategy can focus to very specific needs in any kind of hospital.
Another option is to focus in specific segments as public or private.

Companies looking to focus in public hospitals need to take into account that purchasing
processes are tender based and in some cases are nationwide tenders with the requisite to be
able to supply services along all the country simultaneously.

Private hospitals are looking for high technology levels at reasonable prices.
Clinics strive to maximize their resources based on IT.

Another alternative to consider is joining a local company and learning from its market
knowledge. This can be very valuable for companies targeting the public hospitals. This
knowledge will help avoiding mistakes when trying to sell for the first time.

In the private hospitals and clinic segment, a joint business with a Mexican company will give
local presence, infrastructure and support for the new company.

The search for an appropriate partner is a crucial step and finding the right match can be the key
to maximize results.

Note ?All the information described in this section is result of Info Americas analysis and personal
interviews with hospitals directors and IT officers (listed below). A complete list of these contacts
is described in Appendix A.

1/ Instituto Nacional de Cardiologia, CMN Siglo XXI

2/ SSA, Direccion General de Informacion en Salud

3/ Centro Médico ABC, AKURAT (labs software provider)

4/ Sanatorio Durango, CMN Siglo XXI, Instituto Nacional de Cardiologia
5/ Clinica Lomas Altas, Centro Médico ABC

6/ Sanatorio Durango

7/ Hospital Espafiol

8/ Clinica Churubusco (ISSSTE)

9/ Clinica Santa Mdnica, Clinica Maria Luisa

10/ Hospital Versalles, Hospital Mexicano Americano

11/ Hospital Mexicano Americano, Clinica Villa Coapa

12/ Hospital Mexicano Americano

13/ Hospital Angeles Metropolitano

14/ Hospital Santa Fe

15/Guadalajara Hospitals: Hospital México Americano, Hospital Galvan, Hospital Felma.

16/ Hospital Angeles del Pedregal
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17/ Clinica Churubusco (ISSSTE)

18/ Hospital Santa Fe, Grupo Starmedica , Médica Sur

19/ CMN Siglo XXI, Hospital 20 de Noviembre, Centro Médico ABC, Médica Sur
20/ SSA, Direccion General de Informacion en Salud

21/ Clinica Lomas Altas

22/ Clinica Churubusco, AKURA
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APPENDIX A- STATICS

GENERAL PUBLIC HEALTH OVERVIEW IN MEXICO

Medical Centers Per 100,000 inhabitants
State Gene_ral Hospitalization ~ Total Beds Doct(_)rs Doctors - Nurses
Practice Office a b

Aguascalientes 85 7 92 101.5 83.8 253.4 383.7
Baja California 158 3 161 33.5 35.8 72.5 104.3

Baja California
Sur 74 5 79 120.0 73.6 191.5 265.7
Campeche 139 11 150 83.8 65.7 155.5 212.6
Coahuila 183 13 196 73.6 67.2 114.1 163.4
Colima 129 4 133 103.0 93.7 211.8 266.7
Chiapas 877 19 896 31.6 26.7 44.5 70.8
Chihuahua 260 22 282 74.7 40.5 91.8 128.7
Distrito Federal 277 41 318 175.3 84.0 278.6 370.8
Durango 219 10 229 106.2 64.3 145.0 163.2
Guanajuato 508 25 533 35.7 34.8 71.1 94.2
Guerrero 974 16 990 36.7 59.0 101.8 128.1
Hidalgo 473 12 485 37.8 54.6 108.8 130.4
Jalisco 760 19 779 75.5 49.4 124.3 155.9
México 995 42 1037 46.9 33.9 62.6 81.0
Michoacan 472 18 490 34.4 325 76.0 87.2
Morelos 209 6 215 31.4 54.0 107.8 149.0
Nayarit 217 10 227 50.6 66.4 143.6 172.0
Nuevo Leodn 464 10 474 48.9 74.2 131.2 143.4
Oaxaca 721 19 740 33.5 37.0 72.3 74.5
Puebla 538 42 580 37.6 30.8 60.9 73.8
Querétaro 249 5 254 49.4 51.8 132.0 158.5
Quintana Roo 164 9 173 46.5 58.0 116.1 129.1
San Luis Potosi 285 6 291 44.2 34.3 94.8 109.2
Sinaloa 237 16 253 50.9 50.8 127.6 173.2
Sonora 243 18 261 111.2 62.2 142.5 219.7
Tabasco 550 17 567 61.9 72.2 161.8 189.1
Tamaulipas 301 16 317 86.3 51.6 137.3 218.7
Tlaxcala 167 10 177 46.2 50.7 140.9 151.1
Veracruz 740 52 792 47.0 36.6 80.6 102.3
Yucatan 164 5 169 56.2 44.9 100.7 143.7
Zacatecas 198 15 213 36.9 36.6 79.0 105.0
National 1,2030 533 1,2563 57.4 45.8 104.3 134.5
Source: categories per 100,000 inhabitants estimated according Health Information National Direction.
Mexico 2005

Notes

a/ Includes general practitioners, specialists, medicine and odontology interns and residents in contact with patients
b/ Includes general and specialized nurses, medical students and assistants

Mexican eHealth Market: Page xxxvi



GENERAL PRIVATE HEALTH OVERVIEW IN MEXICO

Medical Human Resources
State Centers Beds
Doctor Nurses Total

Aguascalientes 19 366 218 284 502
Baja California 126 1,281 2,317 954 3,271
Baja California

Sur 17 138 175 101 276
Campeche 9 90 122 77 199
Coahuila 35 651 1,006 741 1,747
Colima 12 134 252 138 390
Chiapas 66 717 702 445 1,147
Chihuahua 56 1,259 1,906 1,649 3,655
Distrito Federal 315 7,051 8,356 6,696 15,052
Durango 41 421 290 279 569
Guanajuato 222 2,956 3,140 1,914 5,054
Guerrero 97 917 727 509 1,236
Hidalgo 98 850 821 487 1,308
Jalisco 180 3,142 5,273 2,678 7,951
México 535 4,783 6,729 3,449 10,178
Michoacan 199 2,380 2,680 1,658 4,338
Morelos 73 606 642 480 1,122
Nayarit 21 187 451 112 563
Nuevo Leodn 51 1,975 4,278 2,817 7,095
Oaxaca 88 743 838 496 1,334
Puebla 132 2,175 1,444 1,634 3,078
Querétaro 66 788 1,348 609 1,957
Quintana Roo 31 252 419 237 656
San Luis Potosi 47 709 1,004 700 1,704
Sinaloa 74 808 789 652 1,441
Sonora 55 761 2,011 688 2,699
Tabasco 57 581 663 440 1,103
Tamaulipas 66 967 1,423 1,079 2,502
Tlaxcala 49 373 566 188 754
Veracruz 171 1,851 2,067 1,112 3,179
Yucatan 36 515 742 635 1,377
Zacatecas 38 558 693 320 1,013
National 3,082 40,985 54,092 34,258 88,350

Source: Secretariat of Health, Health Information National Direction, Mexico 2005.
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APPENDIX B - POPULATION

Demographics in Mexico

Total population 108,700,891 (July 2007 est.)

By the year of 2050, Mexico’s total population will grow 48%. Furthermore, the
proportion of elderly population (>65 years old) will grow to almost one quarter of
the total population.

TABLE 1- DEMOGRAPHICS IN MEXICO PART 1

TOTAL POPULATION POPULATION > 60 YEARS OLD

2000 2025 2050 2000 2025 2050
Men 48,930,728 63,878,556 71,431,985 3,136,486 7,851,482 15,840,027
Women 49,950,580 66,317,637 75,213,398 3,707,483 9,709,740 19,873,940
Total 98,881,308 130,196,193 146,645,383 6,843,969 17,561,222 35,713,967
% Total 100 % 100 % 100 % 6.92 % 13.48 % 24.35%
population
Men (%) 49.48 % 49.06 % 48.71 % 317 % 6.03 % 10.80 %
z/;(;men 50.52 % 50.94 % 51.29 % 3.75% 7.46 % 13.55 %
o
Source: CELADE. Demographic Bulletin no.62 of the United Nations, World Population Prospects the 2000 Revision
TABLE 2- DEMOGRAPHICS IN MEXICO PART 2
POPULATION > 75 YEARS OLD

2000 2025 2050

Total 1,707,142 3,698,734 12,654,206

% Total population 1.73% 2.84% 8.63 %

Source: CELADE. Demographic Bulletin no.62 of the United Nations, World Population Prospects the 2000 Revision
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Population pyramids

Changes in age proportions over time have been a determinant of how health
systems are organized and planned. As the Pyramid 1 shows, the elderly
population represented a small percentage of the total population compared to
what it will represent in 2030 and 2050. The graphics are a clear indicator of how
population trends will be changing in the following years and therefore, how the
country’s health system must prepare to handle the amount of people requiring

medical care.

TABLE 4- POPULATION PYRAMIDS

Pyramid 1: population by sex and age, 1970

Pyramid 3: population by sex and age, 2030

Pyramid 2: population by sex and age, 2000

Pyramid 4: population by sex and age, 2050

Source: Consejo Nacional de Poblacion (CONAPO)
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APPENDIX C — COMMENTS

Ing. Murueta
Electronic Communication Department Head at ISSSTE

“I do not have knowledge about what type of hospital software is developed in New Zealand.
India and the USA are the only countries where | am aware of the different hospital software
developments; nevertheless, it is interesting to me to get to know the new trends from developed
countries that top technological advances. Currently, | know that some countries in the European
Union are now turning their eyes to Latin America. | would not be surprised that other regions like
the Asia-Pacific (New Zealand) are opting for similar strategies. Furthermore, we are no longer
dependent on the US technology. It is important to have a better vision and reach, to analyze the
options for how we can solve hospital problems with technology from developed countries.”

He also suggests establishing a direct relation between the New Zealand Trade & Enterprise and
the ISSSTE IT head to gain knowledge of the vendors.

Ing. Luis Rubio
ABC Hospital

“New Zealand is one of the most forefront countries in technological advances in relation to
hospital software. | would not hesitate in trying and getting to know these types of companies.”

Ing. Libia Rodriguez Reyes
Angeles Metropolitano Hospital

She comments that she has never tried any type of technology that comes from New Zealand
and has no experience with that country. She says that in general they are open to new
technologies as long as the quality of the product is proven to be of the highest quality in the
market by recommendation.

Ing. Jorge Rodriguez
Hospital Infantil Privado

He thinks that, in general terms, there is a great openness from private hospitals to accept
hospital software and information systems that come from developed countries. Currently there is
a lot of acceptance of new technology from the European Union region since many hospitals in
Mexico from the private sector are searching for an integral solution for their problems. He also
mentioned that a lot of the times they don’t know from which countries the software developments
come from, they just know the brand names or the systems but they don’t stop and see which
country they originate from. He mentioned that the Hospital Espafiol and Grupo Star Médica are
interested in acquiring or buying a RIS system.

Ing. Marco A. Lépez Melendez
IT General Management Office, SSA

He commented that he has not heard about software from New Zealand but he would be open to
have a proposal or a presentation about software from this country and to discover the latest IT
developments. The only complication that he foresees might be the purchasing, since he is not
aware of how expensive this software might be. At the moment, buying software is not a priority.
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Mauricio Derbez del Pino
HL7 President

He said that four years ago a presentation was made to them on a system that came from
Australia and New Zealand. For them, both countries have excellent references in software
developing. Last time they did not made any purchase because the cost was too high. However,
he commented to be open for new proposals from software from that region and they would
asses the opportunity of cost-benefit for their institution.

Ing Nancy Gertrudis Salvador
CENETEC Director

Australia and New Zealand have good IT strategies in e-health. She is not aware of any specific
software from this area of the world, but she is sure that there are good universities and
specialized people in this area. She is interested in having a speaker from New Zealand in this
year's Health Technologies National Forum (Foro Nacional de Tecnologias para la Salud) that
she is organizing.
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APPENDIX D — eHEALTH SWOT ANALYSIS

Strengths

Weaknesses

Opportunities

Threats

Potential contribution to Productivity / Efficiency in medical services
Proven technology with proven results

Easy technology adoption. There is no technological legacy due to the late
adoption of technology

Fragmented market with a high percentage of private hospitals
Translated into numerous potential clients
Weak bargaining power in terms of size

Lack of financial resources to invest in IT

Lack of human resources and trained personnel to use IT
Potential complications with system customization

Need to have a local development and customer service office

Cheap labor allows having labor-intensive (low-skill) activities; IT efficiencies not
so well regarded and valued.

Industry taking the first steps toward to the development
Young population, which represents a major share, will age.

Hospital consolidation, translated to growth and the need of more control, and
therefore more IT products

Increased Web usage; Online health care services

Growth of retirement communities (specifically American) in several cities of the
country requiring medical services

Insurance companies system integration

Health care standards still on development stage. Chance to participate in their
development.

Local software development costs less expensive than in other countries

Social Security reform and IMSS division by regions in order to increase
efficiency might change priorities and IT strategies

Entrance of American hospital groups with their own systems
Legal changes restricting participation of foreign vendors

Government projects and budgets work only during the presidential term (2006-
2012)

High level of bureaucracy in the public sector; Slow decision pace
Labor unions; Threat of job cuts because of IT implementation.
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