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Skyrocketing healthcare costs

Emphasis shifting from treatment to prevention
Treatments, dizgnostics, devices, and support services
are Converging

Emerging markets becoming more important

Dectars and healthcare providers
Gevernments/regulators

Distributors

Fatients

Strong patential in emerging markets

L5, remains the predominant global market

Strong, with dispersed need for niche treatments

Meed to manage exploding cost of health care

Large, unsatistied health care needs in emerging markets
and developing countries

Consumers are better informed

Wionopoly on patent-protected drugs

Low switching costs for patent-expired drugs replaceable
by generic versions

Growing amount of quality information available online
Ceals with gowernments, large-scale healthcare providers
increase switching costs

High margins on patent-protected drugs

Low margins on generic drugs

Healthcare providers, governments enjoy growing influence
Qwer prices

Patients continue to have little influence aver prices

WHAT NEW KEY
RESOURCES DD WE MEED
TO DEVELOP OR ACQUIRE
IM LIGHT OF THE ONGOING
SHIFT FROM TREATMENT
TO PREVENTION?

HOW CAM OUR VALUE
PROPOSITION ADDRESS
THE ISSUE OF EXPLODING
HEALTH COSTS?

WHAT WOULD A GREATER
FOCUS ON EMERG ING
MARKETS MEAN FOR THE
OTHER BUILDING BLOCKS
IN OUR MODEL?
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WHAT DOES THE CONVER-
GEMCE OF TREATMENT,
DIAGHOSTICS, DEVICES,
AND SUPPORT SERVICES
MEAN FOR DUR

KEY RESOURCES AND
ACTIVITIES?
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HOW CAN WE MA M-
TAIN EARNINGS WHILE
ADDRESSING THE FUBLIC
STRUGGELE TO COPE WITH
EKYROCKETING HEALTH-
CARE COSTS?

WHAT KIND OF NEW
REVENUE OPPORTUMITIES
MIGHT BE CREATED BY
THE SHIFT IN EMFHASIS
FROM TREATMENT TO
FREVENTIONT
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Several large and medium size players compete in pharma
Maost players are strugeling with empty product

pipelines and low R&D productivity

Growing trend toward consolidation through mergers

and acquisitions

Major plaers acquire biotech, specialty drug developers

to fill product pipeline

Several players starting to build on open innowation processes

Little disruption of the pharmaceutical industry over the
last decade

Main new entrants are generic drug companies, particularly
fram India

To a certain extent, prevention represents asubstitution
for treatment
Patent=ex pired drugs replaced by lows-cost generics

Increasing use of research contractors

Biotech firms and specialty drug developers as important
new product generabors

Doctors and healthcare providers

Insurance companies

Biginformatics providers growing in impartance
Laboratories

Shareholder pressure forces drug companies to focus

on short term (quarterly} financial results
Governmentsfregulators have a strong stake in the actions
of pharmaceutical companies because of their pivotal role
in healthcare services

Lobbyists, social enterprise groups andfor foundations,
particularly those pursuing agendas such as lows-cost
treatments for developing countries

Scientists, who represent the core talent of the drug
manufacturing industry

FOR WHICH PARTS OF
THE INDUSTRY WALUE
CHAIN SHOULD KEY
PARTMEREHIPE BE BUILT
AS OPPOSED TO DEVELOP-
ING KEY REZDOURCES AMND
ACTIVITIES IN-HOUSE?

MUST THE VALUE
FROPOEITION CHANMGE TO
ACCOMMODATE SHIFTS IN
THE INDUSTRY (E.G. THE
GROWING IMPORTAMCE
OF BIOTECH FIRMS)?

l

WHICH PART OF THE
PHARMA |INDUSTRY
OFFERSE THE GREATEST
EARMINGS POTENTIALT
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COULD SUPFLIERS
SUCH AS RESEARCH
CONTRACTORS TURN
INTO COMPETITORS?

15 IT NECESSARY TO
ACOQUIRE SMALLER
FIRMS TO FILL PRODUCT
PIPELINEST

WHICH OF THE KEY
RESOURCES EMERGING
AMONG MEW ACTORS IM
THE VALUE CHAIN NEED TO
BE DEVELOPED IMN-HOUSE
(E.G. BIDINFORM ATICS)T



» Emergence of pharmacogenomics, declining cost of gene
sequencing, and the immenent rise of personalized medicine

» Major advances in diagnaostics

» Use of parvasive computing and nanotechnaology for the
injection/delivery of drugs

» Hetarogeneous global regulatory landscape in the pharma-
ceutical industry

* Many countries prohibit drug companies from marketing
directly to consumers

* Regulatory agency pressure to publish data on unsuccessiul

clinical trials

» Generally unfavorable image of big drug makers

v Growing social consciousness among Consumers

» Customers increasing by conscious of global warming,
sustainability issues, prefer “green” purchases

» Customers are better informed about drug maker activity
in developing countries {e.g HIVAAIDS drugsy

* Aging society in many mature markets

» Good but costly healthcare infrastructure in mature markets
» Growing middle class in emerging markets

» Large, unsatisfied healthcare needs in developing countries

WHICH MEW KEY
RESOURCES AMD

ACTIVITIES WILL PROVE
ADVANTAGEOUS WHEN
FERSOMALIZED DRUGS
AND DIAGNOSTICS ARE
WIDELY USED?

WHICH TECHMOLOGIES
ARE LIKELY TQ IMPROVE
VALUE PROPOSITION
COMPETITIVEMESE IN
THE EVOLVING PHARMA

HOW ARE CUSTOMERS
REACTIMG TO MEW TECH-
NOLOGICAL DEVELDP-
MENTS IN THE PHARMA-
CEUTICAL INDUSTRY?
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WHICH PARTHNERSHIPS
WILL BECOME ESSENTIAL
WHEN PHARMACOGE-
MOMICS IS5 AN INTEGRAL
PART OF THE INDUSTRY
LANDSCAPET

HOW WILL TECHNOLOGY
SUCH AS PHARMACOGE-
MOMICS, PERVASIVE
COMPUTING, AND NANO-
TECHMOLOGY AFFECT THE
COST STRUCTURE OF A
DRUG MAKER'S BUSINESS
MODEL?

DO ADVAMCES IM
PHARMACOGENOMICS,
DIAGHNOSTICS, PERVASIVE
COMPUTING, OR MAND-
TECHNOLOGEY OFFER MEW
REVEMUE OPPORTUNITIEST



DOES THE INFRASTRULC-
TURE AND TRADE ENVI-
RONMENT ADEQUATELY

Global recession DOES THE ECONOMIC SUPPORT CHAMNNELS?
Megative GOP growth in Europe, Japan, and the United States INFRASTRUCTURE | |
Slower growth rates in China and India ADEQUATELY SUPPORT

Uncertainty as to when recowery will ocour KEY ACTIVITIES?

Tight capital markets :'. ]
E.redit availabilitf.r.rﬁtric.ted due to banking crisis KP T VP R I:': s
Little venture capital available ; |
Risk capital availability extremely limited I:I
Fierce “battles™ far prime talent KR {H ¢
Emplovees seek to join pharmaceutical companies
with positive publicimage
Commadity prices rising from recent lows :
Cemand for natural resources likely to pick up with Chk RE
eConamic recavery ] *
Ol prices continue to fluctuate LN

i "
Specific to the region in which a company operates |_|

DO UNIVERSITIES AND
OTHER EDUCAT IOMNAL

INSTITUTIONS FURNIZH | |

A SUFFICIENT AMOUNT HOW WILL LOCAL AMD

OF QUALIFIED TALENT? NATIONAL TAXES AFFECT
THE BUSINESS MODEL?
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Amazon.com’s main strengths and weaknesses in 2005:

IT infra

economies
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IT ONLINE PROFILES &
: G Bl it : RECOMMENDATIONS
fulfillment Dségggmﬁrﬂ relatively
excellency BN ST EF low value GLOBAL
items CONSUMER
MARKET
LOGISTICS KR (NORTH AMERICA,
PARTNERS ONLINE RETAIL H EUROPE, ASIA)
I SHOP
INFRASTRUCTURE
& SOFTWARE
s & OVERSEAS SITES
GLOBAL ( == large
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INFRASTRUCTURE AFFILIATES reach
C$ MARKETING

TECHNOLOGY & CONTENT
FULFILLMENT

SALES MARGIN

cost

EEEN
capital
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low
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Opportunities Amazon.com explored in 2006:

SYMERGIES IN THE USE
OF ACTIVITIES AND

RESOURCES

FOR NEW OFFERS

TWO TOTALLY NEW
CUSTOMER SEGMENTS WHICH
ARE UNDERSERVED AS TO THE
PROPOSED OFFER

KA

FULFILLMENT

KP

"7 CUSTOMIZED

TECHNOLOGY & CONTENT
FULFILLMENT

UTILITY COMPUTING FEES -
FULFILLMENT HANDLING FEES

IT ONLINE PROFILES & GLOBAL
INFRASTRUCTURE .~ OMLINE RETAIL RECOMMENDATIONS COMSUMER
A I ANGE (NORTH AMERICA,
FULFILLMENT BY EUROPE, ASIA)
- AMAZON
DEVELOPERS &
LOGISTICS KR o AMAZON WEB COMPANIES
PARTNERS T SERVICES: 53, EC2, CH
505, OTHER WEB INDIVIDUALS &
oot b A AL SERVICES AMAZON.COM COMPANIES THAT
EERATE, & SOFTWARE (& COUNTRIES) MEED FULFILLMEMNT MEW REVENUE STREAMS WITH
GLOBAL HIGHER MARGINS THANM RETAIL
FULFILLMENT AFFILIATES I
INFRASTRUCTURE APls -
C$ R$ SALES MARGIN
MARKETING




SWOT ANALYSIS
Primary factors

Strengths

*Advantages
*Experience, knowledge

Opportunities

*Strategic alliances, partnerships
*Product development
*Import, export

*Innovation an technology development

Weaknesses

*Disadvantages

*Gap in experience, knowledge
*Financial aspects
*Reliability and trust

Threats

*This is an example text.

*Loss af alliances and partners

*Price infaltion/deflation

*Strong competition

*Competitors new products and innovation



Strengths, Weaknesses, Opportunities, and Threats Analysis

Strengths My Company Competitorl  Competitor2 Competitor 3
What are your business advantages?
What are your core competencies?
Where are you making the most money?
What are you doing well?
Weaknesses

What areas are you avoiding?

Where do you lack resources?

What are you doing poorly?

Where are you losing money?

What needs improvement?
Opportunities

Any beneficial trends?

Niches that competitors are missing?
New technologies?

New needs of customers?

Threats

Obstacles to overcome?

Aggressive competitors?

Successful competitors?

Negative economic conditions?
Government regulation?

Changing business climate?
Vulnerabilities?



Alodlkaoio SWOT

Future Model(s)




2Tpatnylkn FaAaltov Qkeavou

Molec mapApeTpol tou 0 KAAdoc Bswpel SedoUEVEC TTPEMEL va
e€alelwdpOouv;

[MoloL TapAYOVTEC TIPETEL VA LELWOOUV KATW oo ta emineda tou
KAabou;

Molol mapayovteg PEMeL va BeATiwBoUv mavw armo ta enineda tou
KAQbou;

[Moloucg VEOUC TTOPAYOVTEC TIPETEL VAL SNULLOUPYNOOULE, TOUC OTIOLOUC O
KAASOC dev €xel TpooPEPEL I AELOTIOLAOEL,

Moloucg opadec mehatwv dev e€umnpetouvtal,
2 € TIOLEC VEEC OYOPEC UTTOPOUE VA ETMEKTABOUUE;
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= WALUE INKOVATION—

WHICH FACTORS CAN YOU WHICH FACTORS SHOULD

ELIMINATE THAT YOUR INDUS- BE RAISED WELL ABOVE THE

TRY HAS LONG COMPETED ON? IMDUSTRY'S STAMDARDY
CREATE

WHICH FACTORS SHOULD BE WHICH FACTORS SHOULD BE

REDUCED WELL BELOW THE CREATED THAT THE INDUSTRY

INDUSTRY'S STANDARD? HAS MEVER OFFERED?

= FOUR ACTIONS FRAMEWORE —



Business Model Canvas Yalue innovation Blending approaches

N

+ COST VALUE

IMPLICATIONS CREATION

COST-SIDE VALUE-SIDE




NINTENDO'S Wii
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GAME
DEVELOFERS

RETAIL
REDUCE DISTRIBUTION
" UNCHANGED

C$ CONSOLE PRODUCTION FRICE R$ *
TECHNOLOGY DEVELOPMENT COSTS _
CONSOLE SUBSIDIES RO¥ALTIES FROM GAME DEVELOFERS




