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Only 20(y0 of MedTech companies are able gd‘monetlze innovations
e SIMON ¢ KUCHER & PARTNERS

according to expectations {\@Q Strategy & Marketing Consultants
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s‘p\g
R
100% - Share of new products reaghlng the profit target
20% - % of respondents Q_oQ
S0 < The majorlty of
70% {\&’\@« M@’EjTeCh
soo & oéompames
50% éf " only reaches
40% <& 40% to 80% of
o) .
30% %0@@ expected profit
20% contribution
10% 0% - 40% 40% - 80%
0% -
40% 80% é\"’é\ 100%
% of new products reaching profit target Qﬁ\e’
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Source: Global Pricing Study; MedTech n =97
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What is Simon-Kucher about? &% Strategy & Marketing Consultants

Our mission is to boost our clients’ yrevenue and profits via optimizing

Strategy, Marketiiig, Pricing and Sales!

Simon-Kucher stands for TOpLIB’é Power®

Since 1985 we focus on the keybg?bvvth levers which drive

TopLine Power! S
\0

>
>

D
Because of this unrelg‘ﬁting focus, we have more experience
in monetization tf(\(gff any other strategy consulting firm.

Source: Simon-Kucher & Partners
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We are a leading global consultancy with more“%han 30 years of experience RIS X Qrp—
working for the world’s leading healthcare té?chnology companies Strategy & Marketing Consultants

Source: Simon-Kucher & Partners.
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Point of departu re " Strategy & Marketing Consultants

MedTech SQ@DHGI’S in the EU are faced with an
increasingly Cha"englng market enwronmer;i“

b

The market space Is IQ ﬂux and offers
Opportunltles to rethlnoJ&czommermal approaches

Source: Simon-Kucher & Partners
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Point of departu re " Strategy & Marketing Consultants

06
increasingly Chal Ieng INQ market enwronmer;i*‘
<<°& .°§~°\0
& =
®0 Kobo
g @Q ] ]
Costo@ressure & Competitive é@f Deteriorating
consolidation dynamics ¢ innovation climate

(D

Source: Simon-Kucher & Partners
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R
Economic value 5 < Partnerships and New contracting &
consideration & outsourcing access pathways

The market space Is IQ@ﬂ UX and offers

OppOrtur“tleS to rethlrllécommermal approaches

&
N
S
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In this context, MedTech companies need to Q@hSlder 4 things to SIMON * KUCHER & PARTNERS

SucceSSfully monetlze |nnovat|0n {\\%Q Strategy & Marketing Consultants
R
Choose the right offex” Price with balanced
and revenue modek uptake and margigrgoals
&
>
N
Monetizing &
Innovation &
06,Q.
e?}\\
Explore and apply @«Sell solutions and impact
- «°
smart contracting <& Vs. products and features
Qe
@&‘&
Source: Simon-Kucher & Partners >
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MedTech companies need to consider 4 thlngg?to successfully monetize
innovation &
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Choose the right offex”
and revenue modek

3
o
)
N
@ iV\
S
S

Explore and apply
smart contracting

Source: Simon-Kucher & Partners
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Price with balanced
uptake and margigrgoals

Monetizing

Innovation &

@Sell solutions and impact
<«
< Vs. products and features
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MedTech innovation can be packaged in vagdous ways Strategy & Marketing Consultants
&

Product Integrated Disease
as Service Solution Io\&éenagement
o
6'\

Source: Simon-Kucher & Partners
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Linking offers to the right revenue model {\\eQ
K4
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Existing New .oo\o
c}}
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egé g
Enhancefi price (,\\Sﬁ’ared benefits 5
metrics © S
N L
[ N\
s %
£ &
2 S
5 &
Qo
3 &
o )
P> i
Traditional price Supply and 3
per product service fees S
0
Core Product Integrated Disease
Product as Service Solution Management
Offering

Source: Simon-Kucher & Partners
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Linking offers to the right revenue model {\\eQ Strategy & Marketing Consultants
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Existing New .\Oo\(\ Focus of toaay
&)6\
QO
&
@e° 2 Price per Mana‘ged care
Enhanced price Sﬁ’ared benefits 2 reportable %ﬁntracts in
metrics ) £ .
, 3 = result in Dx s Dialysis
g s
& &
3 &
o & Enhanced
©
Supply and g recovery
oo f : TR :
service fees (% \§«® programs in
o
Core Product Integrated Disease ((o*\) E n d o p rOSt h eses
Product as Service Solution Management &00
O @ © & &
i
Offering q©
Source: Simon-Kucher & Partners N
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Example: offer and revenue model enhanceg’hent at BSC Strategy & Marketing Consultants
Revenue model enhancement
For Clinician 0&6
@ Clinical freedom, tak|ngcost out of
@"‘6 NEwsuppLy N N\ procedure room ‘(\Q&
& DIGITAL O
(0’ N
& ©
0{‘ I I y For PurchaserQ
(%
R i & Predlctatg\l,é per procedure spend
& A "TRACKING | o Slmlezfd%d budget control

N o ngl@bshared
$ $ GOSTS o fUII transparency of product use

@ Potential VAT advantage

o*’(0
é‘((
. N .
Proactive care Inventory managenl@*ﬁt Price per procedure
©
N

Source: Boston Scientific (19
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MedTech companies need to consider 4 thlngg?to successfully monetize

innovation

Choose the right composﬂmn

and revenue modek

Explore and apply
smart contracting

Source: Simon-Kucher & Partners
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Price with balanced
uptake and margigrgoals

Monetizing

Innovation

@Sell solutions and impact
<«
< Vs. products and features
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Key requirements for successful innovatiogeﬁricing
<\°Q®
. : / &@\Q
An optimal price is ... &
c\"c’

Aligned with the s’e?ategy
Ensure pricing supporge strateglc goals
(uptake vs. profit Cogi"rlbutlon)

)
\\’\

v
&

Adaptegﬁo customer economics

Ensure @dget coverage and factor in potential
efﬂmeqn‘&:y gains

0.)
N
‘],Q

v
v
v

I 111111

Externally validated

Measure willingness- and ability-to-pay for
different offer configurations

©®

Source: Simon-Kucher & Partners
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In order to ...

= Achieve short- and long-term business g@gals
Reach the relevant customer target sgﬁments

\@

Ensure funding and afforcia‘blhty

Create win-win for cusg@?‘ner and supplier
Q,Q

Do a robu\sﬁeality check

Accouom‘for country and segment differences
&



Example: price optimization for a solution offering

Understand customers’
value perception of the full

offering™ and value

contribution of elements

Assess customers’
willingness to pay for the
full solution (considering
competitor pricing)

Via internal/ external research

Value perception

Value of the full - Value contribution
solution of elements

\ (survey, focus group, interviews)

Source: Simon-Kucher & Partners

Willingness-to-pay for the
complete solution

L
€10k
WTP  €8K s

Compe- £7k €7k
titor

Cost €2K mmtmmm  €2K mmiwmm
Segment 1 Segment 2

WTP can be internally assessed
(survey, workshop) or externally

Link WTP for the full
solution to individual
elements in proportion to
calue contribution

>

Break-down of WTP

WTP  Valuel| Value WTP
€10k

costs

25 §€2.5k
costs

€3.0k

costs

costs
costs

Full solution Elements

l_/‘
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Build differentiated offer
packages to meet
relevant price points of
different segments

Pricing for packages
€10k

€9k costs

€6k costs ‘ costs \
‘ costs \ ‘ costs \ ‘ costs \

costs costs costs

Package Package Package
X X 7
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Example: pricing with balanced margin angle&ptake goals at BSC Strategy & Marketing Consultants
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MedTech companies need to consider 4 thlngg?to successfully monetize

innovation

Choose the right composﬂmn

and revenue modek

Explore and apply
smart contracting

Source: Simon-Kucher & Partners
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Price with balanced
uptake and margigrgoals

Monetizing

Innovation &

«Sell solutions and impact
<«
<& Vs. products and features

21



Innovation value selling 2.0 has to focus on |mpact T N Qpm—

key enhancements are required along the §a1es process Strategy & Marketing Consultants
K4
O&
§&e
<
06000
«06
Customer segmentation Q‘?’roduct value

and targeting e@ communication

Y
& &0
; @06
3@ .
XY
Si
v
0 - -
Negotiation an@e Customer relationship
deal closmg and retention
@
<<°‘°
0
&g\@
(7
L&
@
Source: Simon-Kucher & Partners Q'\
(1/
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Innovation value selling 2.0 has to focus on impact:
key enhancements are required along the sales process

Customer segmentation
and targeting

%
aly

Needs based
assessment

Understand what keeps
your customers awake at

night

Oy
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Source: Simon-Kucher & Partners

KPI definition and
target setting

@ Implementation and @ ‘

impact monitoring

Maximize value
extraction and
demonstrate impact

Define goals and
concrete stepwise
targets to be reached

Product value
communication

Communicate develop-
ment opportunity

Customer relationship
and retention

Negotiation and
deal closing

Focus on improvements
driving development and

competitiveness Formalize via |

innovative contracting

&

SIMON ¢ KUCHER & PARTNERS
Strategy & Marketing Consultants



BSC example: Customer engagement is evol\mv\g to address the needs of I TN me—
the Healthcare providers (\@Q Strategy & Marketing Consultants

'\ o K. f@ o
Improve S Enhance Build Strengthen s& Increase
. A <& . : 4 :
Financial Patient Staff Quality Q§°\ Operational
o) . N . 4 .
Health&é"f’ Experience Engagement Qutcomes Efficiencies
S
@,&(\0 ,Q.QQ«O
q9® ee’b
0

To create sustainable value by working togei;gfer in new ways to
improve the quality and delivery of care vﬂule lowering costs

\)
<<c§

& QEAATLS

Source: Boston Scientific
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BSC example: Customer engagement is evolvgﬂg to address the needs of RIS X Qrp—
the Healthcare providers (;@Q Strategy & Marketing Consultants

Enaneqﬂexmle Achieve reduced Enable volume and Share \oQ
ns to fund supply chain costs, appropriate accountabﬂ@’&
wrffestments and streamlined patient revenue growth managenxéht to
&pgrades in your flow and enhanced deliver gn(ﬁanced
&6 facilities performance \;;ésults
&‘(\0 QKO
© &
N2 >
P »

Deployment through dedicated organization W|th|§PBSC fueling long term
customer relationship at key accounts anck\drlvmg true impact

\)
((o‘

o AANIES

Source: Boston Scientific
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MedTech companies need to consider 4 thlngg?to successfully monetize RIS X Qrp—

innovation {\{o Strategy & Marketing Consultants
<
&‘\o\@
Choose the right composﬂmn Price with balanced
and revenue mode!‘* uptake and margigrgoals
&
>
{\*\Q
Monetizing &
Innovation &
06,Q.
%0«“
Explore and apply @Sell solutions and impact
- <<
smart contracting < Vs. products and features
Qo
@&(@
Source: Simon-Kucher & Partners N2
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“Smart” contracting ties net prices to valug\aacélivered
(3

Standard

Improvements

‘&Q’
m

Source: Simon-Kucher & Partners

Extended value components

Complexity
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Q@é
m Value oriented product pricing
O

Q
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&\
©)
§0\® Basic level
&
N\
N\
.O ; )
oy Volume based discounting (4
Joint activity agreements (4]

Consumption/usage based contracting €p

KQJ
Outcome based contracting SO
N
o
Qo‘
Guarantee-oriented contrggfing (4
@e’b
N
©
\q

9
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Advanced level

Discount for customer performance

@‘\@b
. . N .
Exoluswlty—onentg@f’contrao’u ng
N
&
&

O{\
Partg@\?ship agreements
&
O
C}\"
«06\) :
Qgﬂ Budget impact agreements

Risk sharing agreements

Population health agreements

28
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Innovative contacting in MedTech is still in{\lté infancy

<&

N
O
What are the key challenges related to seo&%g
complex offerings? Q«O
Q~®

>
% co@rg@ames

)
@

Changing evidence requirements

vs\

Increasing need for outcor('?y@
based engagements X

A S
Diversified customer |¥dscape
with diverse expectatfons and
needs ,\q@

84%

79%

Q
Reimbursemett restrictions and
non-consideration of health-
economic benefits

76%

Reimbursement and procurement
landscape and mechanisms not
open for solution offerings

68%

/\.

Source: Simon-Kucher & Partners; MedTech Sales Excellence Study, 2017, n = 100 healthcare leaders and executives
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Do you perceive focus on outcome based
contracting as an opportunity?

Weak
success

28%

46% 0\0
No

Moderate
(o)
4058 success 6}2-

NS
)
N
?
Strong
success
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Strategy & Marketing Consultants

While MedTech
supgifers see
quitome based

dgreements in

¢ general as an

opportunity,
implementation
success is so far
overall moderate to
weak

29



Key success factors for innovative contacth@]

Risk appetite

= Allow outcome risks &
06,
= Accept variability in reveryfe flows
(short term vs. long te(\zﬁ)
v
= Drive disruptive C@enge

o Comprom|se@@arly uptake speed

&

e ,\03©

P

Source: Simon-Kucher & Partners
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Innovative
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= Generate and master reguired data
‘O

= Provide evidence an@" credentials

= Measure and trgﬁi required
outcomes §

contracting o Advanog@sales and deployment
SKillsee
>
C\Q)
A .0
6@'@?
S
<<°*§.
&®§
@e’b
&8
\Q’@
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Key take'aways {\\‘bQK Strategy & Marketing Consultants
K4
O&
@“O\Q
<
&
60
©
R N
= Many MedTech innovati@ﬁs do not yield the expected business impact @’\‘0
©
e \@Q
= Market evolution re&q@res new monetization strategies to drive innovation success &
RN
\ &
= Monetization ng@ds to be a key consideration already during R&D §o\"’
é‘ N

= Market angécustomer stakeholders are receptive to new forms of Collaborag@n

3 Man%\cpﬂlots exists — driving ,hard” impact and scaling are the tricky pag’@

0

= Paradigms are changing - time to adapt what and how to sell mnge&ahon
S

Source: Simon-Kucher & Partners
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Get started &%
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Thank Yo%f
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CAUTION: The law restring% these devices to sale by or on the order of a physician. Indications, Contra|nd|$t|ons warnings and
instructions for use canbe found in the product labelling supplied with each device. Information for use@nly in countries with
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