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countries

&
4-36x variation in outcome, depending©n procedure and country
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Outcome variations setween countries

Example: Complications after hip rep!a%ement surgery

Deep Vein Thrombosis (DVT
Q"®

Poland' W 53 0& Poland * l 28 Q*O
Italy ' j 85 & Finland ' | 34 N
Spain M. 90 &\(§ Morway
Finland* [ 98 A\ Spain
Norway _ 162 & Israel
Belgium Portugal
Portugal Italy *
Switzerland Sweden’
France }1 Bx United Kingdom
Ireland S AL Slovenia
United States Belgium
United I'{irllgu:i«:lu'r‘,0 , Ireland
Sweden ' | United States
Australia [ 529 Switzerland
Canada I 660 Canada
Israel _ B62 New Zealand
Slovenia _ 691 Australia
New Zealand I 916 =— Fraanﬁo._ 1,785
N

Q\Q&Q
Q
N

#Cases per 100,000 huspi&a[discharges

Postoperative Pulmonary Embolism (PE)

6.
#Cases per 100,000 hospital discharges \‘5‘\@
A\

()
1. Average numberof secondary diagnoses <1.5 for all surgeries which may result in an underestimatianaﬁates: Numbers are not risk-adjusted.
Numbers obtained by all episode method. Surgical episode method used for Poland, Belgium, UK, Switeriand, Irelant, USA, Slovenia, Australia,
France. ' %>
Saource: OECD Health Statistics 2015 Q,Q\
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Outcome and cost variation is
all over the place In
healthcare
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Bundle payment pgyé fixed price per patient
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B Complication &
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S Healthier patient
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@’\‘\ Bundiled payments covering entire episode Q.Q»Q
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» Fixed reimbursement per patient—Not by activity ?\\‘\
« Reimbursement covering full care episode—Not a single service S

S
« Complication warranty—Provider responsible for complications, sgg.‘l(‘ong outcomes and low costs

« Outcome based reimbursemeni—Part of payment based on p f@é%t outcomes
« Informed patient choice of provider—Transparent outcomesgfankings
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cost

Model design

Bundled payment for hip- and
knee surgery
« Payment of €6,300 to cover full @6®
cycle of care, including N
diagnostics, surgery with Q\s@t-
operative care, implant %(Ih follow-
ups QO@
&Q’é\
Complication guarggtee
* Provider finaggially responsible
for nun-ac@fe complications
related {®the primary surgery up
to 2 yesrs post-operation

Outcomes

Result dependent payment
» 3.2% of the reimbursement was
retained and paid out if the
provider achieved defined goals

Note: 2007-08'and 2009-10 were the 2 years before and after the new model was introduced.
Saurce: New reimbursement model for care choice hip- and knee prosthesis surgery — Follow upq/te'linrt: BCG analysis
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Outcomes improved with more than 18%

Complication risk % )
P o & Bl 2007-08
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Costs and sick leave dgtreased with ~20%

Cost per patient (kS
120

Qb
Iész of sick leave

. oo
83 . q\% %0 12 months
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2007-08 Qoéﬂ 09-10 2007-08 2009-10
<
,Q(\

©

B ipsiTHn s sreem

?The MedTech Forum

WO SR athRch AElbaiEeny Tt




Bundled payments incentivize
providers to minimize
avoldable, and costly,
complications

§ The MedTech Forum




&

prices &

Example: Baptist Health System 2010&0 15

\QJ

Q\‘Q

Quality of care—ER visits, rsﬁdmlssmns Cost savings over Acute Care Episodes
and Prolonged Length OE‘SQtay (PLOS) (ACE) and Bundled Payments for Gare

& Improvement (BPCI) .eQ‘OQ\
Episode, % <\<§\@ Total episode ‘(\Q@(\\
25 . > expenditures &
b $26,785
10 -

PLOS 30,000

@
S ’
g [o— ——— L R . ($)

Readmission

o
ACE ACE ACE BPCI BPCI
Year Year Year Year Year
1 2 3 1 1 o
Naote: CJR;Comprehensive Joint Replacement; Source: JAMA Intern Med, 3 Jan 2017 q/Q'\(b )(The MedTech Forum
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a = \9
consolidating
&
o
Q\Q&Q
0\0
Treatment area Procgdll re volumes by hospital Out of 1.956 hospitals...
f2~ ~30%
Cardiac catheter ;g\f 80% .1'041 perform pmce\dhre
procedures’ - 302 hospitals accq;ﬁ"nt for 0% of
& Hhee procedure volu
\\&\ 5000 <&
¥ : | o9
& ~35% &‘\O
200
Prostate laser S 80% Y 25E€p§rfurm procedure
treatment? N a7 @spitals account for 50% of
2 pfocedure volume
<
o ! - : e?eé
200 ~40% &
. &
co0 80% v\\«\g ...132 perform procedure
400 S 52 hospitals account for 80% of
~ (goﬁ procedure volume
0 ge’o
@@
1. OPS-Codes included: 1-273, 1-274, 1-278, 1-277, 1-279, 8-839 (Herzkatheter-Untersuchungen) 2. DPE‘{‘E\gdes included: 5-601.4..., 5-601.7...
{Transurethrale Exzision und Destruktion von Prostatagewebe mit Laser) 3. Transcatheter aortic v implantation, OPS-Codes included: 5-35a b bt

(Minimalinvasive Operationen an Herzklappen) Source: G-BA Quality Reports; BCG analysis
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Value-based reimbursement
models will put pressure on
device prices if value proof is
lacking
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replacement

Example hospitals of a private hospltanroup

Pre-operative ,  Pre-surgery o - Post-operative
: peration :
Care Room/anesthesia rare

&0

2 i &
Hospital A+ Outpatient Igﬁe » Spinal anesthesia » Patient positioned « Implant product A « 248 recovery room
N\ : : N
consultatioh « Femoral artery in pre-surgery room = With cell saver ;Jo*Nn autologous blood
& block by doctor * No hemostasis §& No banked blood
S \ « Additional oral * Operating room Y checked
K@ o O
v“ob medications setup “)0\
Hospital B <& Consultation « Spinal anesthesia « Patient positioned « Implant p '@Q?‘um B « 30 recovery room
A by appointment + minimal sedation in operating room « With r12@1gar|on * No autologous blood
v * Ward » Femoral artery + by assistant « No c@‘f saver « Two banked bloods
sciatic nerve block « Operating room \(f’ checked
catheter setup &S
?3\
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\0\
Ampl tunity £0 i ti
é{\
&
&
C’)\}
Population factors & co- &
morbidities account for ~2ﬁ% of Key significant factors &
s &
ya{varlakpn accounted for & &%
100 Category Contributing factor® & P Value
Population Factors Gender (female) eO{\Q 0.01
B . . AN\ -
CHF R <0.001
Co-Morbidities Hypertension &\00\0 <0.001
50 Meurological disorders b\’ 0.004
Total inpatient reverzg.@ <0.001
Total nutpatien@,enue <0.001
_ %)
System Total discharg®s 0.003
Teaching@ﬁ%spital <0.001
0 ' Dischﬁ\ges per capita <0.001
IQl # 17 O@@
Acute 5‘{;‘5‘3;““““"“ >80% of uanablllty driven by factors inside the
[ Known factors (Population, Co-Morb., System) hﬂSF&&l and are unobserved b}’ this StUdy
[ Unknown factors @&‘(\

1. Only inclides contributing factors with P<0.01 Source: XXXXX ; BCG o xThE MedTech Forum
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Value-add 5

services &

Opportunltel@s to
pull the csﬁst
andlog@butcomes
lever of the
value equation

s DX,
= Therapy,
E E_ and
NS Therapy

=3 Enabling

> Products
W, A7

e

o Ut
Ol
Ces

©

s

MedTech solutions that
enable outcomes
increasingly require huﬁ
innovative Producta@ahd

Services S
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The edge for Medtech firms:
> 80 % of outcome variatton
driven by care practice
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analysis

&
\¢
&
&
VBHC Implementation Toolkit"
O

Outcomes transparency (ICHOM) Out ?‘n-:& drivers

Cost transparency (TDABC) l}?ﬁ‘ient cohorts

=i

Outpat. mtar ¥
& rehab.

Pain pni{xtg and care variation with impact on

©
Q'\(b Outcomes Costs

Outcomes and cost measurement to understand value drivers
Outcome driver tree based on key structure and process
elements

Patient cohorts to understand risk profiles and carq@diffamnces

Q@‘\
(\\%

Detailed client patient pathway mapping <°

Benchmarking with best-in-class stroke, cﬁnters

Understanding interface with rehab gg@:l outpatient sectors

Jointly develop long list ﬁ:vam points that cause care variation

Identify correspundin%&am solutions that address pain points
Q

(%)

@

VBHC Solutions Framework

e T

\Cb
Value-add sQ‘Mcas to reduce care variation and improve
outcomegffeduce costs
‘Ua!ua«d% services prioritization along dimensions match with
c:lla apah:l:tias monetarization potential and market

s&&ability
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Acute therapy

VII ey VI SGEmeer 6 oisonaros
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Information

Silos &
@Qp

Delayed, ©’\“®

incnmplgﬁ and

non-prioritized
information flows
between involved
staff

insufﬂment
Enablement

Lack of required
education/training
and nominal
authority

of staff

Saurce: Clignt project team discussions; BCG

&

Pain points groupeef into five root causes

Gy)

Numerous
Decision Options

Lack of clear
protocols in acute
care causing
critical time delay

@
S

Capacity
Constraints o
c\@
Delays and woaltmg
times foréo
dlagnqé’f’lcf
thergiieutlc

fgﬁlltles despite

(Shigh prioritization

protocols

&

Qc
oQ\‘O»

Lack of follow up
and rehab

No structured data
sharing with lacks
in prevention
programs and
compliance
controlling
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services

@é
A\
&
<&
00
\
Percent of respondents tha;t,biwll buy more of these services in the next 3 years
'Q~ @ 40 Current provider  Would buy from ‘ b{@d
v penetration (%) MedTech? &o“\
Efficiency analytics | T4 High . @Q
Data collection | 78 High Qrb(\' Despite high demand,
Remote pt monitoring 56 Low & only ~10% would buy
Patient risk stratification 55 High \00 from MedTech due to
Patient engagement 61 H:g&\o concerns of collecting
Process improvement 66 Med patient data
Market developmedt — 55 "\\oﬁ‘“"d
pme; S
Clin decision suﬁuﬂ — 53 §  High
| &O =
Payor rfsy/RCM _ : 59 QS’Q High
Clin nperatifﬂz analytics 1_ : 58 Qb' Low
Operations sfdardization I 71 0(‘\ High
Equip mgmt I 65 High 100% of réspondents
Procurement standardization [ : . \()ﬁ% Lok Irjlml;ctto ﬁlll;? EE{W;-::‘E |.1:r|:|rr'|
Back-office standardization | N 54 Med .
. [ ks clinical expertise
Care team coordination ™ : < 62 Med
Clin practice standardization [ | «° 62 High
Patient acquisition I : «&° 50 Low
3rd party services [ a ng _ 68 Med
0 10 20 30 40 50 ¥ 80 o
F @ i B iR B sem
1. Low = <40% of respondents, Med = 40-60%; High = >60% Source: BCG Provider Survey April zg;b x * The MedTech Forum
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MedTech companies with a clear right to win

\0
&
&
Oo
Key decision m‘iknaﬁcnterla for hospital providers (in decreasing order of importance)
Qg’Q 1. Competitive B
& economics &
G)@é S
,@@ 9. Systems integration —__ 2. Aligned incentives (\'@Q
& capabilities “\_ with providers P
N / ; o‘\o
& / \ NZ
S ; 9
QO« / ~<\$Q
& 8. Scale (— (. .~ 3, Reputation &
\ &
N | Ve B
«,(\6 I'. | oQK
o ' <
,19'\ 7. Accessto L= L . 4 Unlquene%@?
economic buyers . dlﬁerent@hun
R, " ) N §
6. Cllnlcal Ve am==\ O
5. Bundled nfﬁzrlngs
understanding... <
>
o
&
== = Medtech === GPO === Healthcare IT Tech vegdor === Specialty svc

1. "What are your hospital or system’s most important strategic priorities?”. Color coding represents KE pruwder
B PR TN [ seae

proportion within each provider segment that indicated that answer as their top priority >
Saurce: BGG Provider Survey April 2017 (n=117) Q,Q\ X ¥ The MedTech Forum
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MedTech
industry
well
positioned

to provide
value-sdd
services

oProviders are
willing to adopt
value-add services

<<°°§0

N
N
?\

®°“’®
<

N

O

ﬂPrﬁwders value
MedTech

ef companies'

knowledge and
capabilities
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&
Value from services captured in different ways
s“&g
<&
s
’ \3% ’ ’
<
(%)
Free IS Fee for service Priced lﬁlue-hased
with product é (independent of as a solution <;‘-‘utu::t:u'ﬂew:irn..nair't
° <
\%@ product) {b&e pricing
~ S
\ N
. Trad:tmganncmg models . ¢ New ways to cap&ure value .
Services prowrjed fqr ‘free as part of the product / oServices with standalone va{u‘é prop and clear value
equipment sale proofs c’}\
- Services t %ally confined to installation, warranty, « E.g., Stryker Perfom@ce Solutions OR workflow
training%:md education 0 improvement sergii‘.%s
N
® @
oManufacturers primarily capture value through prod. oManufacturers Q&ﬁture value through bundled solutions
margins sales '\&{@
« Margins used to fund price concessions « E.g. Zinym:ar Biomet Signature Solutions delivers value
ac! ontinuum of care (pre-op to post-op recuvery}
Traditional MedTech players ZIMMER BIOMET Str'yker'
N Your progress. Our promise:
@0
¥
\%© B THD Ee svae
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solutions

Care Delivery Cycle

Inpatient Value tracking & improvement

Q
Patient Egr?ent Surgical Safety & Facility selection Online 06’
education g&a gement preparation self care & logistics rehabilitation Hukcomes ‘\*\d\\' Lo
" # &
{4 ) DePuy Synthes v/ ,@@ ‘/ ‘/ ‘/ ‘/ J \/ (\\% J
) >
Advantage \<© \OQ
ke eo‘
Medtronic o@@ $Q<>\
Orthopedic ¢ V4 v v v o S 7
E Solutions  &° RS
@ Z KX
= N O
o TN Q
= Y »©& J J Q_O J /
c Syrgs@ra &
= P &
i stryker \%@
Performance J J ‘/ J J S ‘/ / \/
Solutions &
&
— O
'\7;: Znmmer Qé
= Q>
: O
Signature \/ ‘/ J ‘/ K@ J ‘/ ‘/ \/
Solutions ¢
N

\Q)© FH‘ B iR B sem
Saurce: Wiy Every MedTech Company Needs a Value-Based Strategy, BCG perspectives, based @ publically available data iThE MedTech Forum
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Seven

determinanw@

of success
for vall,;e-addl
servlﬁes

o chgximity of service offering to a product portfolio
O

S
«06

c'é Product or procedure provides link to patient beyond episode u&@are

N
S
Q

o Deep clinical expertise in disease state where procedure ng‘bure to therapy

O&
®

o Leading market position and scale within and/or acr;g%s the portfolio

O
oé
Care pathway is fragmented across sites of c@@%

Q)b

(A
Device represents >20% of the overall cgﬂs.t of the procedure
o
Factors "beyond the product” ca@be impacted to improve the outcome
QO

©

© ©

O )(1 The MegTa_?Er'! Forum
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New BCG
report

BCG
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W?*y Q@%ry MedTech Company need a VBHC Strategy

Ne@‘ health care VBHC funding models have transformed
@ﬁ'edTech players’ offering fundamentally
- E.g. in orthopedics where US bundled payments
require industry to rethink their service offering

Stay rgmed for our
The paper outlines various VBHC models with examples up{;&vmmg value-
from the industry according to 3 value-based strategies: .g‘ﬁ%e‘j publication:
+ From stand-alone products to value based solution O\goﬁ e sl
+ Leveraging value measurement ’0\&\ e ey \bout
» Investing in value based case delivery &\00\ o 8/VICES
0600 on how to unlock
oThe VBHC funding models are likely to further £|.~1u::p.E||<'2gPK business

and MedTech companies must hence to respond b
adapting their corporate and business strategy agco
to five VBHC steps: &

1. Deciding where to play \\'«\&\

2. Size the opportunity ¥

3. Map the care delivery cycle

4. Develop the VBHC solution se

5. Design the VBHC business rg@ﬁel

opportunities in

ording MedTech services

D
Qo‘
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