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Logical Images gets surge of new funds
By SMRITI JACOB

Logical Images Inc. has attracted $2.7
million in funding from Ticonderoga Cap-
ital Inc.—allowing the medical imaging
software f irm to boost sales staff and en-
ter new markets. 

Based on the influx of new contracts, Log-
ical Images plans to more
than double its employment
from 20 to 50 staffers in the
next 12 months.

The company, which de-
velops image-based point-
of-care diagnostic decision
support software tools, tar-
gets hospital systems, pub-
lic health agencies, the mil-
itary and related markets.
Its core product, VisualDx,
based on a digital library
of more than 1 million im-
ages from research institutions as well as
individual physicians, aims to speed visu-
al recognition and clinical decision making.

The equity partnership with the Mass-
achusetts private equity firm is a new mile-
stone for the local company. Logical Im-
ages, which has offices at Winton Place,
has funded itself with angel investments
and sales flow since its inception. Logical
Images’ predecessor, Healthscience Vi-
sions Inc., was established in 1994. The
firm in 1999 got its current name.  

“The real strength for (seeking funds)
now is getting the product out so that peo-
ple that are unaware of the product can
know about it and learn about it, and license
it,” said Arthur Papier M.D., CEO and co-
founder of Logical Images. “What we find
now is that we show the technology to
physicians and hospitals across the coun-
try and their reaction is that ‘Why haven’t
we seen this before?’

“The lesson to us is that we’re under-
marketed.”

Logical Images hopes to change that
with the new funding. In addition to ex-
panding its sales team, the company plans
to increase its marketing and advertising
budgets. It will reserve roughly half the
funds for working capital.

“It’s a long sales cycle, and the more
people you have out there generating op-

portunities in the sales cycle, the better
your chances are for making the numbers
from one year to the next,” said Michael
O’Connor, president and chief operating
officer of Logical Images.

Logical Images plans to hit the $6 mil-
lion to $8 million revenue range this year,
a 300 percent to 433 percent increase from

$1.5 million in 2005. It
posted $3.5 million in
2004; the decline last year
was due to a delay in con-
tracts. Company off icials
expect revenues of $12 mil-
lion to $14 million next
year.

The VisualDx software
system, which has 18 com-
ponents, is installed at 400
sites in emergency rooms
nationwide, up from more
than 300 locations in

March. Logical Images expects to up that
number to 700 sites by the end of the year.

“If we are able to do that, that is about
20 percent of the emergency rooms in the
entire country, so we hope that kind of
market penetration will make subsequent
sales easier,” O’Connor said. “The more
you sell, the easier it gets, the broader ac-
ceptance a product has, the more comfort
people have signing up for it.”

By the end of 2007, Logical Images hopes
to increase its penetration to 30 percent to
40 percent of emergency departments.

“That is a tall order, that is a big, auda-
cious goal, but we’ve set high goals for our-
selves,” O’Connor said. “And, depending
on the level of the government agency we’re
dealing with, if we can interest state-level
authorities, making all of the emergency
rooms in their state prepared to the same
level, and give them the same kind of re-
sources, that makes our job a little easier.”

Logical Images’ product, its customers
and growth are among the key reasons Ticon-
deroga Capital was drawn to the company.

“VisualDx is the only tool available that
creates the visual differential to assist cli-
nicians in diagnosing patients,” said James
Vandervelden, partner at Ticonderoga Cap-
ital. “And, (Logical Images has) a patent-
pending technology with a very large pro-
prietary digitized image collection.”

Ticonderoga Capital has more than $150
million in capital under management and
focuses roughly 50 percent of its time on
growing health care information technol-
ogy companies as well as technology-en-
abled health care services. Vandervelden
has joined Logical Images’ board to offer
advice with strategic planning and growth.

“Logical Images clearly falls in the sweet
spot of the type of investing we do,” he said.

For Logical Images, Ticonderoga Cap-
ital understood its market better than oth-
er f irms, O’Connor said. The f irm start-
ed its search for an equity partner last fall.

“(Ticonderoga Capital) pretty quickly
understood our product and its potential
and I think understood the success we had
relatively quickly in public health and in
the military, and saw this as very attractive
to their participation,” O’Connor said.

The process of seeking funds, Papier said,
was easier than it was a year or two ago.

“A number of companies became inter-
ested in us and then it really became a
question of choosing the right partner,”
he said. “Choosing your investment part-
ner is more than just raising the money, it
is choosing a partner that can help you
grow the business as well.”

Logical Images does not have immedi-
ate plans for another round of f inancing.

“We couldn’t say when we would do
that, but that is always a possibility a year
or two years down the road,” O’Connor
said. “It depends on what success we
achieve and how quickly we achieve it.”

Said Vandervelden: “The expectation is
that the company would be able to achieve
its aggressive growth plan through inter-
nally generated cash flow.”

A part of Logical Images’ growth plan
is the creation of a consumer version of
its product. The company is working on
building the tool that would allow indi-
viduals to self-diagnose and self-treat.

“There is a lot of information available
on the Internet and some of it is good and
some of it is not good at all, but I think we
can make a significant contribution by put-
ting image-intensive resources out there
for consumers to use,” O’Connor said.

Logical Images expects to put the con-
sumer version online by the end of the year
or by early 2007. The firm still is planning
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its business model for the consumer prod-
uct, but O’Connor said possibilities in-
clude advertising revenue or a partnership
with a pharmaceutical company.

“We’re focusing our effort on building
the tool and we’ll see what the best part-
nerships will be,” he said.

Additionally, Logical Images is getting
ready to unveil the e-commerce end of its
business. In two weeks, individual physi-

cians will be able to license sections of
its technology online. The company ex-
pects revenue streams to develop as ear-
ly as next month, Papier said.

“They will be able to purchase modules
that f it their specialty,” he said. “In other
words, we have 18 components in the sys-
tem—if you’re a pediatrician; you only
need f ive of them.”

Papier said individual physicians will be

able to access this technology in the price
range roughly similar to subscription costs
for a medical journal—$200 to $300 a year.

“Our No.1 focus is to expand the sales
of VisualDx, expanding existing markets
and expand to new markets,” he said.

Added O’Connor: “There are a lot more
opportunities in the future that we haven’t
even touched yet.”
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