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Patients are going outside traditional

channels for their healthcare needs...
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...and so Is Big Pharmao

Merck

Partner with Aetna Care for patients with diabetes and hypertension; Geisinger Health
System for an EHR and wellness app

AstraZeneca infroduced “Symbicort Maintenance and Reliever Therapy” (asthma)
Pfizer UK partnered with NHS Direct fo implement a telemedicine intervention from 2005-2013
27% reduction in utilization and 22% reduction in cost of secondary care (Nymark et al, 2013)
Teva
Shared Solutions platform for Copaxone (MS drug)

Manufacturer-provided patient support programs improve adherence (40% more likely to be
adherent after training on management of disease)

2014 “Brand of the Year”




Patients benefit from value-added services,

iIncluding home delivery

lyengar et al, 2010: “beneficiaries who use home delivery ... have a greater
likelihood of being adherent than patients who fill their prescriptions at retail.”

Moore et al, 2015: “The study demonstrated significant improvement in both
adherence to therapy and first-fill persistence among patients in the new service
model ..."

Zuidema, et al (2015): “The most important support needs ... are more informational,
social and practical support and emotional support. ”

Cabrera-Ledn et al., 2012: “direct services are cost-effective”



Context & Scope

Key Research Questions:

What are the key cost drivers for our current distribution model?

How will these change with the volume growth we expecte

How will these change if alternative channels were to be implementede
Scope

Market Focus: U.S.

Product Characteristics: 1 SKU that is highly specialized, low-volume, high-value, chronic
medication

SC Focus: From receipt at own DC to distribution customer (wholesaler, etc) DC



Model Framework — Customer Segmentation

Wholesalers (90%) Distributors (10%) Individuals (0%)
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Model Fraomework — CTS Modules
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Current CTS

Average
Individuals
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Scenario Testing — Future Outlook

Revenue Outlook 2016-2020 CTS per unit Outlook 2016-2020
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Scenario Testing — Alternative Distribution

Revenue Outlook With Alternative Distribution CITS Outlook With Alternative Distribution
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Limitations of the Model

Aggregated Calculations

Does not consider seasonality or change in purchasing pattern
Does not consider Capital Investments
Does not consider effect on demand

Ex. Will going direct increase market share and lead to more sales
volume?¢

Does not consider response of other stakeholder parties

Ex. How will the wholesalers respond to going to direct?



Discussions & Future Direction

Make the Model
Accurate

*Refine
parameters &
assumption

* Maintain &
Update

Integrated
Decision Support

* Cross-functional
discussion
(induce global
optimization)

Geographical
Extension

* Adopt the tool
to other

geographies of
concern

Product Extension

* Adopt the tool
to other
products &
portfolios

Value Chain
Extension

e Extend the
framework to the
end customers






