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Starting point: in 2015 tendering in Europe ripe for reshaping

0 Tendering practices differ greatly across countries, regions, segments and hospitals
A Driven in part by local law and regulations
A Also by a lack of standardized recommendations and guidelines at the European level
A E.g. 71% of European tenders awarded on price-only are published in Eastern Europe

e We observe that tenders frequently do not result in most economically advantageous outcomes
A True across all markets, despite this being key objective of tenders
A Siloed procurement processes focus on device budget only, ignoring total costs of care

Current practices may also lead to risks and unintended consequences to industry and society as whole
A Ri sk of less access to innovation, |l ower competition in t
A Potentially increase in cost for the healthcare systems and reduced value for money
A Tenders often come with risk of heavy administrative burden or legal complications

6 National transposition and application of the 2014 EU Directive could be an opportunity to define an industry specific
common standard for high quality tenderings o as to reduce risks and i mprove heal

e Within this environment best-in-class organizations are rethinking their tendering practices

A Aim to avoid observed risks and improve value for patients, the health system and society
A Innovative tender formats and award criteria formulation starting to appear
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EU Directive on public
procurement from 2014

2832014 Offcial ournal of the Furopasn Union L saes

DIRECTIVE 2014/24/EU OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 26 February 2014
on public procurement and repealing Directive 2004/18/EC

THI SUROTEAN TARLAMINT AND THE COUNGH OF THE
FURORFAN UNION,

Having regard vo dhe proposal from the Furopean Commission.

jazion of the drafi legislauve act 1o the nadonsl

Contract award criteria

2014 EU Public Procurement Directive - M.E.A.T. concept

Most Economic Advantageous Tendering by Best Price/Quality ratio stimulating innovation, economic thinking.

Article 67 M.E.A.T.: Most economically

advantageous tender

r
2. The fmost _economically advantageous tenderf from the
point of view of the contracting authority sha e identified

— —
on the basis of the_price or cost. using a cost-effectiveness
approach, such as ie—c rcle  costingg in  accordance with
Article 68, and may inc]uge che] best price-qualityfratio, which
shall be assessed on the basis of criteria, including qualitative,
environmental and/or social aspects, linked to the subject-matter
of the public contract in question. Such criteria may comprise,

Having regard o the opinion of the Furopean Economic and
Having regard o the opinion of che Commices of the
Region: ().

R

Acting in accordance with the ordinary legislative procedure ()

. for instance:

Art. 68: [excerpt] Life-cycle costs, incl.

i.  costs relating to acquisition,

ii. costs of use, such as consumption of
energy and other resources,

iii. maintenance costs,

iv. end of life costs, such as collection and
recycling costs.

v. costs imputed to environmental
externalities linked to the product, service
or works during its life cycle

Point. (96): [excerpt]

Common methodologies should be developed at Union
level for the calculation of life-cycle costs for specific
categories of supplies or services. Where such common
methodologies are developed, their use should be made
compulsory.



Objective: align all stakeholders around a common vision
Comprehensive & modular framework and practical tool to make best practice the common practice

Define a common framework and practical tool to
align all stakeholders on MEAT tendering

V=

Health
systems

National ‘ 4 Make tendering

‘ health Framework HCPs best practices the
N“tho”ty o @)= ”‘ - Oy common practice
Tool -

Ensure best value
achieved for patients,
providers, health
systems and society

Suppliers
,pp as a whole for the
S jf“; money invested
X i e ) “

Source: BCG
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Innovative value-based procurement happening already
Best practices emerging from leading institutions guide the way for the health care sector

Beyond price: considering total cost of Outcomes focus: value-based risk sharing
care delivery with supplier

(w)

1ge
BH St JUDE MEDICAL”
ocx Syl=a, CA USA
ACCENT SR EE W |

PrA1210 SSH 3

JL Stockholms ldns landsting

A Stockholm County Council tendered for wound-care products A'ICDs and Pacemakers tendered for by Canadian

A Instead of pure price, a cost model incl. care delivery costs payer/provider

was used A Tender required suppliers to commit to life time

A Suppliers had to demonstrate total costs for 3 different fictive expectation of devices

patients A Due to lack of evidence on outcomes, risk-sharing scheme

A Bidder with highest price won (ConvaTec): lowest overall cost was proposed

and strong evidence to support their claim A Led to better patient outcomes

A And possibly lower operating costs in the long-run (less freq.
operations)

Source: Expert interviews, BCG
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Innovative value-based procurement happening already
Best practices emerging from leading institutions guide the way for the health care sector

Outcomes support: collaboration on
measuring outcomes

KAROLINSKA G

PHILIPS | %’ﬁ B

A Karolinska university hospital tendered for imaging
equipment

A Used innovative competitive dialogue format

A Tender contained conditions around contributing to
outcomes

A Philips won thanks to support on outcomes measurement

Source: Expert interviews, BCG

...................

Outcomes evaluation: testing patient
reported outcomes in tender

A Norwegian provider having problems with low cost
catheters: pain for patients and high failure rates

A Regional health authority decided to include pain reported
by patients in tender evaluation

A Multiple catheters tested by nurses with patient-reported
pain levels during tender evaluation

A Court case resulted due to subjectivity of evaluation, but
tender ultimately declared compliant
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Value-based healthcare:

Key challenge to
health systems:

Increasing value of
health care delivery

Source: BCG

f

- that matter to patients

of delivering l
those outcomes

What Is Value in Health Care? Michael E. Porter, Ph.D.
New England Journal Medicine 363;26 nejm.org December 23, 2010
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Many different perspectives exist on value of healthcare

~

n Val ueo

A Definitions vary both for value
in general and for value in
health

A Value is to a large extent in the
eye of the beholder and
dependent on context

Patient Perspective

_ n Val ue f or
General Public/

Societal perspective Value is provided at a cost,
Health System as an investment in health

perspective and care.

Industry perspective

HTAI Policy Forum, International Journal of Technology Assessment in Health Care, 00:0 (2013), 11 7.
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from diagnosis to cure

Procurement

Procurement

the unexpected driver of value based healthcare
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Proposed framework in 3 layers
Holistic definition of value, starting with the patient outcomes and cost to achieve them

Core of value: outcomes & costs

Core value creation in terms of outcomes,
that matter for patients vs. the related
product and provider costs

/ Secondary benefits for patients, health care

professionals, providers and the health
Broader impact on

system a whole
society Broader impact on society in terms of socio-
economics?! , sustainability and innovation

Broader impact on society

1. E.g. impact on non-professional care-givers, or economic impact of patients being out of the workforce for health reasons Also retired people being socially and economically active
Source: BCG
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Proposed framework in 3 layers
Holistic definition of value, starting with the patient outcomes and cost to achieve them

Core value: outcomes

o <
) (1))
S S
J 7
) 2 VS COStsS
o %
< 5,
< Z
A

Costs
incl. care delivery

Other benefits for key
stakeholders

Provider

Broader impact on society

Socio-economic
impact

Source: BCG
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Advantageous Offering selected

n MEAT Value Based Procuremento
[ 9
H Gov't/ policy-  The link to Value based Healthcare g
& makers g
i=~  Crucial aspect is having a simple framework 8
A 8
' A Creates a common language for procurement 5
e Clinicians AHelp guid_e dialogue between industry and health Zi
care providers g
1 A Enables to implement efficiently in practice :
Ol ival ue based procur ement
*‘ ’£/=:\., - .
s —p A Fully aligned with MEAT Best Price/Quiality
g \“ \ Industry Ratio concept of new EU Public Procurement s
Hosp. Procurement Directive. N
mgmt department A Even more simple : ABSOLUTE Most Economic = -
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All criteria combined to compare value of bids
Quiality criteria to be measured in Euro and deducted from total costs

Layer Category

Outcomes & evidence
Outcomes
Outcomes focus

Care

Criteria

Q‘ eo “qll ome provemen
Existence of high guality outcomes data
Support in measuring and reporting on outcomes
Willingness to offer outcomes-dep. risk-sharing

Compatibility; re Lured upgrades to infrastructure
Conversion: staff training for new product
are parts
Technical staff time
e conta

of consumable
Medical staff time using device

Purchasin I
| puerssng [ —
=
Costs oo
| Disposal S Dicbocal/decommicsonng |

BN Operating / healthcare
deliver
B
patient benefits
L HCP
-

Provider
benefits

am  Health system benefits gl

—
——

Other benefits for key
stakeholders

— Innovation

Broader impact =
on society

Sustainability

Socio-economic
impact

Source: BCG Criteria which could be included in supplier selection

()'() MedTech Europe

m diagnosis to cure

Infrastructure usage

Development of new and improved technoloadies
Contribution to development of health care

Environmental impact :
Socially responsible product value chain

Impact of people not in the workforce
Burden carried by non professional carers
Impact on competition in MedTech sector

THE BosTtoN CONSULTING GROUP

N

Willing-
ness to
pay [0]

|

o’

JCriteria to be selected

/ detailed during
tender definition
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Intention of this framework is not to be prescriptive
Provides a structured menu of criteria as a starting point to be adapted by users

Criterialist to be used as a guide... ...Adding, removing, changing as needed

Qutcomes

. Evidence of relevant outcomes improve't
Oumomes : Existence of high guality outcomes data

| Purchasing & Price of purchasing / renting product

Product -
‘ Added criteria
Costs Care Maintenance
-I_ v | L Lcl pcl

delivery

Other benefits
{

stakeholders

Other benefits for
key stakeholders

Health system
benefits

Broader impact __
on society

Innovation __— Development o new andimproved technologies

Sustainability =~ — Environmental impact
Contributionto development of health care

Broader i!'npact — Sustainability — Egz:;?;r:‘:sm“gzﬁpmvaluecham
onsociety

Socio-sconomic Impact of people netin the workforce

impact Impact on com petitionin MedTech s ector

Layers and categories to remain the same,

but of the criteria, only most relevant to be used

MedTech Europe-MEAT Value Based Procurement-Workshop Lisbon-Day2-23Sep2015-vDraft.pptx
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Tool is simple Excel file, with one sheet per key element
Simple Excel tool with instructions for use, overview and one sheet per layer

Summary

Costs

Broader impact on
society

it

aix‘
L]

F e ¢ 1

i
i
i
i

Instructions | e — - o I 1B

Outcomes

Other benefits for

key stakeholders EUR-weighting

conversion
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Each set of criteriais fully customizable
Criteria, definitions and values to be suggested but ultimately defined by the user

Same structure for Final outcomes value of
all tabs All criteria to be bid
Y

adjusted or
Bid 1 Bid 2 Bid 3

outcomes Rt [ o] | ] o ]

200.000€ - Sirong improvement of high relevance ourcomes (tier 1 and 2} expected from using product
100.000€ - Some improvement of patient outcomes expected from using product € 200'000 € 20'000 € 100'000
0€- Nothing suggests improvement over SoC from using product

200.000¢ - studies with high
High quaiity and quantity of registry information / RWD

100.000¢ - independent or peer-reviewed studies with limited significance
0€ - Suppiier claim without data or with enly anecdotal proof

€ 100000 € 9'000 € 20'000

200.000€ - Suppiier provides Strong SUDPrt on Measuring/reporting on eutcomes
100.000€ - Suppiier provides (limited) SUpport on MEAsUrng/reporting on outcomes € 10'000 € 20'000 € 100'000
€ -Nio SUpporT on measuring/ reporting on outcomes offered

200.000€ -Supplier is willing to enter risk-shoring agreement based on patient outcomes over time
100.000¢ - Supplier is willing to provide guarantes based on patient outcomes

0€ - Supplier is not willing to enter risk-sharing agreement

Supplier does not provide guarantee based on patient outca =5

MY e More bids can
be added
More criteria and - ) Value & definition for ‘ 7 ) 7 )

categories can be - each criterion to be € - < - €
added created

Instructions Outcoiunes | muocriomy | v

€ 2'000 € 2'000 € 20'000

| EICEUSIPeeth sociely | Weigh

Achieved value per bid is entered
here and represented as a bar for
easy comparison

(> MedTech Europe THE BosToN CONSULTING GROUP 17

MedTech Europe-MEAT Value Based Procurement-Workshop Lisbon-Day2-23Sep2015-vDraft.pptx



Evaluation based upon practice: Stockholm County Council
SCC does not use standard weights, but assigns a Euro figure to all criteria

Tender evaluation at SCC How it works Key benefits

Weighting of the award criteria in the form of deductions e Assign Euro value to every Intuitive way of measuring value
poiis I it I — ‘ == declared fulfillment criterion of qua“ty
Criterion not met Criterion met 1000000 EUR .
== | mmec A Chosen by panel of staff! A Easy to interpret numbers
T e | swes during tender preparation S
e | e A Pushes thinking in right
= e A Value reflects willingness to direction
e e A pay for benefit _ _
e Avoids pitfalls of score based
0EuR 5000000 EUR A Steps for partially fulfilling approach
[Fotat deduction ] 6000°060 EUR] criteria can also be defined A . q
No ranking paradox
Pos Product Number Name ‘ Cost/pcs ‘ Total cost Calculate Wlnner by
e - A Does not require conversion of
R e s £ 3.§g§.ggg;52‘7:.333.33323: A ...deducting value of all fulfilled costs to score
77 [Enipmons 1 Dot | iy 2o criteria from costs
Total cost 12'450'000 EUR]
e \ 000000 £UR A Bid with lowest resulting Euro
e value wins the tender

Jt Stockholms lans landsting

1. Potentially including clinicians, technicians, procurement and other stakeholders
QO MedTech Buroee  The BostoN CONSULTING GROUP 18
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applicability across all steps in tendering
Methodology supports throughout tender process

Publish

Identify needs Prepare tender

9Foster solution- 9Ensure most
instead of relevant criteria
product focused are included
thinking

9Inspire thinking
around metrics

9Support on for criteria

identifying needs _

beyond product 9Standardize
process

9Ensure

suppliers are

prepared to fulfill

demands

How tool supports

1. Request for information 2. Depending on tender format
Source: BCG

...................

Award

Contractual
Relationship

Evaluate
tenders

Select
suppliers

9Consistent, 9Helps to 9Foster thinking
easy to evaluate achieve better of mutual
and tested tender benefits, i.e.
criteria make outcomes well defined
process value for money
predictable and 9Helps avoiding
efficient ambiguous or 9Potential to
illegal deepen relation-
9Lower evaluation ship, e.g.
likelihood of criteria through risk
lawsuits sharing
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