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ASmart Pharma Pharma Business Strategy

Corporate strategy selects the strategic segments, business strategy creates a competitive
advantage and operational strategy defines the appropriate organization

Definitions

= Amongst multiple possibilities, we propose the following definition for strategy:

“Strategy is the long-term direction and scope set by a company
to fulfill stakeholders’® expectations through proper capability building and resources allocation”

® One can consider three basic strategic levels in any pharma company:

CORPORATE STRATEGY BUSINESS STRATEGY OPERATIONAL STRATEGY
In which strategic How should we compete Which organizational
segments should we be? in the selected segments? configuration do we need?
® Corporate strategy defines ® Business or competitive ® QOperational strategy sets the

the purpose and the scope in strategy defines how to activities, capabilities,
which companies compete or compete successfully in each processes, structure, culture
should compete and how to strategic segment (e.g., R&D- and resources needed to
add value to their businesses based drugs, vaccines, CHC?, support corporate and
generics, medical devices) business strategies

1 Basically authorities, customers, employees and shareholders —

Sources: Smart Pharma Consulting, adapted after G. Johnson et al., Exploring Corporate Strategy, Pearson, 2019 2 Consumer Heath Care, including OTCs, food supplements, minerals, vitamins, etc
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ASmart Pharma Pharma Business Strategy

The Strategic Square! guides companies to set their performance objective,
select their preferred strategy at the corporate, business and operational levels

The Strategic Square — What for?

Purpose

Corporate Strategy

Business Strategy

Operational strategy

(%)
]
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>
&
—
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® Objective: What do we want to achieve? ® Business strategy: How are we going to win?

® Performance: What have we achieved? ® QOperational strategy: What are the activities/
capabilities, processes, structure? and culture we need

® Corporate strategy: Where do we want to play? . ] .
P &Y play to put in place to excel in the execution of the strategy?

Mission

1 Purpose, Vision, mission, core values (see Smart Pharma Consulting position paper

Sources: Smart Pharma Consulting on Pharma Corporate Strategy) — 2 Including the headcounts and the organization chart
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Smart Pharma Pharma Business Strategy

CONSULTING

Four basic corporate strategies can be adopted by pharma companies to secure
a long-term and profitable growth, in line with their shareholders’ expectations

Corporate strategy: Where to Play? — Principles

® The Development Strategy Matrix! is a practical tool to select the most attractive sources of growth
® Diversification is in general the riskiest option because the farthest from the company core competencies
® However, playing in diverse strategic segments? with different characteristics may enable to mitigate certain business risks

Strategic segments

Existing New

= Enter new strategic

= |ncrease market share on existing Market segments (e.g., orphan
strategic segments by modifying drugs, generics, biosimilars,
existing products, developing, vaccines, DTx3, OTCs,
acquiring or in-licensing products homecare services) in

Existing penetration /
consolidation

Low risk countries currently covered
Countries
= Diversify by entering new
= Enter new geographical areas with strategic segments in
existing product portfolio directly, New Market Product / Service countries not yet covered,
through acquisitions or partnerships development Diversification directly or through BD&L

with licensees or distributors initiatives (M&As — licensing

Medium risk High risk agreements)

1 Has been adapted from the original Ansoff Matrix whose axes are Markets & Products / Services —2 A strategic
Sources: Adapted by Smart Pharma Consulting from H. Ansoff (HBR 1957) segment encompasses a number of products and/or services characterized by the same combination of key
success factors and the same level of attractiveness (e.g., orphan drugs, vaccines, OTCs) — 3 Digital Therapeutics
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Smart Pharma

CONSULTING

Pharma Business Strategy

Pharma companies focusing on the human Rx-bound drugs & Vaccines strategic segment, whose
revenues come mainly from the US market, are more likely to exhibit a superior performance

» The US market is the largest
national market, with a growth
potential of ~5% p.a. over the
2022 — 2027 period

= The US market and the Rx-
bound (i.e., biotech and non-
biotech originators) & Vaccines
segment generate the highest
profits

Most attractive quadrant

= The performance of these

companies depends on:

— The therapeutic areas they
focus on

— The valuation of their
products by national payers

— The selling prices they can
apply, and thus the related
profits by country

Moderately attractive quadrant

Countries

Pharma corporate strategy matrix (2022%)

>50% USA-focused
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= J&J whose 51% of sales comes
from the US market, and 56%
from Rx-bound drugs &
Vaccines generated an EBITDA
of 34 % in 2022

= This good performance is
driven by J&J focus on high
margin therapeutic areas like
oncology and immunology

Moderately attractive quadrant

A

= |n principle, diversified
companies, with low USA share
of revenues, show the lowest
profitability

= However, some companies like
Merck & Co® or Roche who
have strong positions in
oncology, show excellent
performances

Least attractive quadrant

1 Excepting Takeda and Astellas for which data are from April 2022 to March 2023 —2 100% of sales in Rx-bound human drugs and/or vaccines —3 Including other strategic segments

Source: Smart Pharma Consulting analyses

such as: OTCs, animal health, medical devices, diagnostics, and for Bayer only, activities in crop science —*In 2023, J&J divested its consumer business —°> Merck & Co which is

named Merck in the USA and Canada, and MSD in other countries —© In 2023, after the divestiture of its CHC business, Sanofi has become a 100% Rx-bound & vaccines company

Survival Toolkit
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Smart Pharma Pharma Business Strategy

CONSULTING

Most of pharma companies operating only on the human Rx-bound drugs & Vaccines strategic
segment are focused on the onco-hematology and immunology-respiratory therapeutic areas

Pharma companies’ strategic segments coverage (20221)

Illustrative

Human Rx-bound drugs & Vaccines strategic segment

(% of total

Oncology & |Immunology & Cardio- Infective . Rare Generics &
revenues) Hematology | Respiratory? METITE) L) metabolic diseases? Vaccines Diseases Biosimilars CLEE
hBristol MyersSquibt |~ 61% | 1% 0 26% | | L 12%
Fosiellas | 50% 1 13% 3%
AMGEN | 36% | 44% | 5% 8% 7%
) NOVARTIS | 25% | 14% | 10% | 12% | C18% i 21%
Lte, | 20% i 12% . 5% | 51% | o 12%
Golead | 18% | a % 5%
obbvie | 1% | 50% | 13% | 3% L 23%
Co11% | 44% | 16% | 18% | 1%
GsK 2% 31% 20% 27% 20%
S S S S
) , 88% 12%
novo nordisk- :r-------------------:r-------------------:r-------------------:r-------------------:,-------------------:,-------------------:,-------------------E.-------------------E. -------------------
AstraZeneca . 33% 13% 21% 11% 16% | 7%

1 Excepting Takeda and Astellas for which data are from April 2022 to March 2023 —2 Immunology includes

Source: Smart Pharma Consulting analyses based on pharma companies’ 2022 annual reports Rheumatology, Dermatology and Gastroenterology products revenues —3 Including bacterial,
viral, parasitic and fungal infections —* Of which 12% in urology products
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Smart Pharma

CONSULTING

Pharma Business Strategy

The most diversified pharma companies usually share their revenues between more than five
different therapeutic areas, in addition to one or more other strategic segments

(% of total

Pharma companies’ strategic segments coverage (20221)

Illustrative

Human Rx-bound drugs & Vaccines strategic segment Other strategic segments

revenues) Oncology & Immunology & Cardio- Infective Rare |Generics & Animal MD/
_H_ematel_qu_‘__B_efapi_r_@_tszr_vi_ —— mt?_t_ab_Q!i_c_J__<ii§_e?_§¢_s_“__ _Y___fff'_e__sJ_D_i_s_%?_%@f‘_h_B_i9§_imi_|?_r_s_‘__(_)_t_f_'_ef_ OTCS \jealth Diagnostic 01"
pPfizer | 13% | 2% | 13% 57% | <1% | 13% ' L 1%°
®piogen | 88% <1% | 7% 5%6
€9 MERCK | 39% 2% A% | 9% | 12% | 18% | - 8% 9% | | 3%° |
- 38% 11% 12% 3% 8% 28%
sanofi | &% 19% 6% 17% 17% | 8% 15% | 12%
ekt OIS NS TN SO FOTPSATOS WO SO0 WU VORI Ssus ot OssuSt WO SO RO
<y 9% 1% | 27% g 39%° | 24%
) Teseihese: 56% 20% 19% 5%
Johnson&Johnson|  17% 18% 7% 8% 3% 2% | 16% 29%
MRRUK | 8% 8% | 13% 6% 65%

Source: Smart Pharma Consulting analyses based on
pharma companies’ 2022 annual reports

Survival Toolkit

1 Excepting Takeda and Astellas for which data are from April 2022 to March 2023 —? Bayer Pharmaceuticals revenues only which accounts
for 50% of Bayer group sales. The remaining 50% come from the Crop Sciences business — 3 Immunology includes Rheumatology,
Dermatology and Gastroenterology products revenues —* Including bacterial, viral, parasitic and fungal infections —° Of which 13% of eye
care products — ¢ Miscellaneous or contract manufacturing revenues —’ Of which 47% of Life Sciences and 18% of Electronics revenues
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Smart Pharma Pharma Business Strategy

CONSULTING

For 16 out of the 20 top pharma companies, the USA account for more than 40% of their total
business sales, knowing that it is — by far — the most attractive country for pharmaceuticals

Pharma companies’ geographical coverage (2022?)

Illustrative

(% of total (% of total

USA Europe APAC LATAM RoW USA Europe APAC LATAM RoW

revenues) revenues)

abbvie | 79% | 6% | 3% 12% Gl e | as% | 31% | 21%
AMGEN | 7% %  CIMERCK | a6% | 2a% | 21% | 4% | 5%
Gonens | oeow | 16% | 1% e 2% 2% 5% | 3%

MeisoMerssqu | 69% | % O s | 8% 1 3s%
Lw, | % | 15% 1% 1%  sonofi | 4% | 23% | 3%
Tgogen | S4% | 3% | 7% &% | DRfeer | 2% 2% 8 | 8%
Gaedd | 5% | % 18% 4% % acrgeecd® | 3% 2% L 3%
&5 s asws oow  wx | Gwovarms | 3% 3% 28% ‘

Johmson&Johnson | 51% | 25% | 24% o) 3% 2% 19% | 18% | 4%
GsSK | osow | 2% | s . PMRRUK | 20% | 28% | 3% 6% | 2%

_____________________________________________________________________________________________________________________________________________________

. . ., 1 Excepting Takeda and Astellas for which data are from April 2022 to March 2023 —?2 France, Germany, Spain,
Source: Smart Pharma Consulting analyses based on pharma companies’ 2022 annual reports UK, Italy combined 3 China & Japan —* Europe & Canada —5 North America — © Europe, Middle East & Africa —

7 Chinese region —& Japan —° Include revenues from all activities
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ASmart Pharma Pharma Business Strategy

The relevance of the selected strategic segments defined at corporate level
depends on companies’ capabilities to win on these segments

Business strategy: How to Win? — Principles

/HGI Once a playground has been chosen, companies must define...
WINNI
- . - .
... What does WINNING mean? I ... How to WIN?

= Prior to answer the question “How to Win?”, one = There is not one single recipe to win, it depends on

must agree on a business definition for “Winning”

= “Winning” is a subjective term which depends on:

— Companies’ Strategic Square?!

— Companies’ capabilities to fulfil customers’
and shareholders’ expectations, and
preferably better than competitors do

“Winning is delighting your stakeholders, whoever
they are, in line with your Strategic Square”

the business environment and the companies’ own
competitive sets of strengths and weaknesses

= At a high level, the choice is whether to strive to:

— Grow the market segment, especially on
niche markets where there is no or limited
competition (e.g., certain rare diseases)

or

— Get preferred by stakeholders, to the
detriment of competitors

Source: Smart Pharma Consulting analyses

Survival Toolkit

1 That is the Purpose, Vision, Mission and Core Values of the company
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ASmart Pharma Pharma Business Strategy

Depending on the disease context and the pharma companies’ competitive position,
the business strategy priority will be crafted to grow the market and/or the market share

Business strategy: How to Win? — Strategic options

Prevalent Diagnosed Treated Share of treated
Market population population population population 4
<+— Market size —— < Market share » Market Share
Grow the MARKET SIZE Grow the MARKET SHARE
» |n the rare diseases markets and/or when companies’ = |n the great majority of cases, pharma companies’
position is largely dominant, the business strategy business strategy consists in fighting to optimize their
priority should be to grow the market market share
* To do so, pharma companies will support: * To do so, they must activate the 3 drivers of their
— Screening campaigns initiated by health authorities customers’ preference:
— Diagnosis of the disease and prescription of drugs — The benefits provided by their products
by HCPs — The quality of their associated services
— Programs to follow up the treated patients — Their corporate reputation

Source: Smart Pharma Consulting analyses

Survival Toolkit February 2024 10



ASmart Pharma Pharma Business Strategy

When pharma companies are in a monopolistic or dominant position, their priority should be to
grow the market by facilitating the screening, diagnosis, treatment and/or follow up of patients

Business strategy: How to Win? — Grow the market size

Market X X
Diagnosis
&
Treatment
Screenin
. - Follow up
Campaigns Market growth
A drivers |
Pharma companies can support Pharma companies can help HCPs Pharma companies can contribute to
healthcare authorities by: diagnosing & prescribing drugs by: improve the follow up of patients by:
— Co-developing the process to — Developing / marketing specific — Co-developing and/or cofounding
implement the campaign diagnostic processes and/or tools support programs to monitor
Offering its k how i ‘ s . hei ¢ clinical outcomes and well-being,
B ering 'ts know-how in terms o B gpportlpg the mprovgmept of to foster medical adherence, etc.
project management diagnostic & therapeutic guidelines . .
— Offering its know-how in terms of
— Funding or co-funding the project — Organizing training sessions for HCPs project management
— Etc. — Etc. — Etc.

Source: Smart Pharma Consulting analyses
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ASmart Pharma

Pharma Business Strategy

To gain market share, pharma companies must activate the three determinants of stakeholders’
preference, i.e., the value of their brands and associated services, and their corporate reputation

Business strategy: How to Win? — Grow the market share

Brands are valued based on:

— Scope of indications

— Efficacy — safety — convenience
— Pricing

— Performance vs. competition

as perceived by various stakeholders

The Brand
Preference Mix

— Brands —

*

Market Share

Reputation
Corporate Reputation is valued based on:
Products pipeline — Governance & ethics
— Product portfolio — Business performance

Services < >
Services are valued based on:
— Usefulness — Practicality -
— Interest — Execution

as perceived by various stakeholders

— Collaborators

— Corporate image

as perceived by various stakeholders

Source: Smart Pharma Consulting analyses

Survival Toolkit
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Smart Pharma Pharma Business Strategy

CONSULTING

The pharma business strategy must offer a value proposition that meets, better than competition,
customers’ needs, wants and expectations, by mobilizing the company’s capabilities and resources

Pharma business strategy framework

Business model Strategic segments? by country

Purpose
Core values Mission Vision

Macro-environment?

Other stakeholders forces?

Capabilities

Tangible resources (physical and financial)

Competitors Customers
. arket access . fferi . d
R&D m Marketing & Sales oTerings 4e °

Support functions (BD&L - regulatory — legal — finance — HR — IT, etc.)

N

Company

”Red fens ”Blue
. ) . capabilities o
Intangible resources (reputation — technology — people — culture) ?hclgm (t?:;::ss

competitive) opportunity)

Strengths & Weaknesses Opportunities & Threats
(Competitive advantage) (Attractiveness & Key success factors)

» Ambition & Strategic priorities <

1 Such as: Rx-bound vs. non-Rx bound markets, originators vs. generics or biosimilars, vaccines, OTCs, food supplements,
medlical devices, diagnostic tools, etc. —? Political, Economic, Socio-demographic, Technological, Environmental and Legal
(PESTEL) factors —3 Including suppliers, new entrants, substitutes, complements (adapted from Porter’s five forces model)

Sources: Adapted by Smart Pharma Consulting from C. Kim et al.
and from D.J. Collis , HBR April 2008
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Smart Pharma

CONSULTING

Pharma Business Strategy

To craft a successful business strategy, pharma companies must evaluate their business
environment to identify where their competitive advantage will be the strongest

Assessing strategic segments by country (1/2)

To create a successful business strategy, pharma companies should carefully
evaluate the strategic segment landscape they play in by:

Customers

Developing a detailed knowledge and understanding (i.e., insights) of
customers’ needs, wants and expectations

Segmenting and targeting customers based on their opinion and behavior

Identifying unique ways of creating superior value for customers

Competitors
Analyzing competitors’ strengths and weaknesses, strategies, impact, and
predicting how they might change in the future
Company

Providing products and services fulfilling better than competition,
tangible and intangible customers’ needs, wants and expectations

Finding strategic spaces or “blue oceans” that align the company’s
capabilities with customers’ unmet needs, and...

... raising barriers to prevent competitors to enter and/or to grow

Strategic segments! by country

Macro-environment?

Other stakeholders forces3

Competitors Customers

offerings

Company

"Red g ”Blue
Ocean” capabilities Ocean”
(highly (business

competitive) opportunity)

“Don’t just give customers excellent
services, make sure they realize
how great is the service they get”

1 Such as: Rx-bound vs. non-Rx bound markets, originators vs. generics or biosimilars, vaccines, OTCs, food supplements,
medlical devices, diagnostic tools, etc. —? Political, Economic, Socio-demographic, Technological, Environmental and Legal
(PESTEL) factors —3 Including suppliers, new entrants, substitutes, complements (adapted from Porter’s five forces model)

Sources: Adapted by Smart Pharma Consulting from C. Kim et al.
and from D.J. Collis , HBR April 2008
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Smart Pharma

CONSULTING

Pharma Business Strategy

The competitive landscape analysis consists in identifying the current and evolving opinions and
behaviors of key stakeholders, the corresponding driving factors and their business implications

Assessing strategic segments by country (2/2)

Policy makers / Payers
Registration process and policies
Pricing and reimbursement policies

Medical guidelines developed by health
authorities

Trade regulations

Public health initiatives

Physicians

Evolving practice (working time and
organization, tele-medicine)

Prescribing habits and alignment with guidelines
Budget constraints
Relationships with patients

Relationships with pharma companies (in-field
and office-based collaborators)

Unmet needs

Policy makers

Pharma
competitors

Physicians Pharma ‘ Pharmacists

Patients & PAGs

Payers

Patients / PAGs

Role of PAGs to influence other
stakeholders (e.g., authorities,
physicians, individual patients)

Position vis-a-vis pharma companies
Relationships with HCPs

Patients’ knowledge re. health and
pharma ecosystem

Unmet needs

Illustrative

Pharma Competitors

Customer preference strategy:
— Product portfolio
— Service offering
— Corporate reputation

Resource allocation (medico-marketing & sales)

Organizational model

Hospital-based pharmacists
Drug listing and purchasing policy
Position re. the use of generics and biosimilars
Power of influence within the hospital
Retail pharmacists

Role in public health initiatives (e.g., screening,
education at the point of sale)

Purchasing policies and selling priorities

Sources: Smart Pharma Consulting

Survival Toolkit
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Smart Pharma Pharma Business Strategy

CONSULTING

Pharma companies should evaluate their competitive position by strategic segment and country
re. their products, their resources and the configuration of their organization

Assessing company’s assets and capabilities (1/2)

Illustrative

Product Portfolio Resource allocation

B Relative activities vs. competitors in:
— Market access and medical affairs
— Marketing and sales

In-market brands
® Strategic and mature brands performance!

® Brands’ competitiveness
= Life-cycle management ® Efficiency (ROI) and efficacy (sales and

. rofit impact) of medico-marketing and
In-pipeline products profit impact) ' ing

. . . sales investments
" Marketing authorization ® Productivity of business support functions,

" Price & Reimbursement such as: regulatory affairs, public affairs,
® Readiness launch plans finance, HRs, etc.

Resource
allocation

portfolio

Organization

Activities / Skills Structure Processes Culture
" Activities carried out (tactics) ® Relevance of the ® |nformation sharing and ® Customer management (e.g.,
to support the company’s organizational model to carry decision-making processes search for preference)
strategy out the activities (i.e., flat, = Alignment of objectives, " Collaborators management
" Monitoring of activities’ lean, flexible) strategies and tactics (e.g., working atmosphere,
execution and outputs ® FTEs available vs. required ® Management of requests from favor initiatives, engagement)
= Skills available vs. required ® |n-house vs. outsourced staffs head office ® Search for excellence

®  Standards of excellence

Sources: Smart Pharma Consulting 1Sales — profits — market share dynamics
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Smart Pharma

CONSULTING

Pharma Business Strategy

The strategic canvas can help identify strategic gaps which represent opportunities

that are not being fully exploited by competition

Assessing company’s assets and capabilities (2/2)

[llustrative
Strategic canvas
High 5 - . : . : :
4 F------ b I e e e il s AN ELLLE LU TEEELE
i i e Company A
e ; ! . !
: | e e e
5 3 (SRS S R - TEEEEEES SR
g ; : : : i Company B
I i i i : Company C
© : | ! | |
2 e oS e — e —
LOW 1 H 1 1 1 1 1
. Efficacy Safety Convenience Price Services around Corporate
the product reputation
Products
. Most < Critical success factors determining customer preference > Least
important important

Sources: Adapted by Smart Pharma Consulting from C. Kim et al.

and from D.J. Collis , HBR April 2008

Survival Toolkit
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Smart Pharma Pharma Business Strategy

CONSULTING

The “Advanced SWOT” facilitates the identification of strategic imperatives which correspond to
opportunities to seize, threats to circumvent, strengths to leverage and/or weaknesses to address

Advanced SWOT & Strategic Imperatives

[llustrative
s Importance Importance
Market Opportunities L Market Threats From 1 to 5* _
Policy makers (incl. health authorities) Policy makers (incl. health authorities) ® Strategic imperatives (Ss)
on which companies should
Clients Clients concentrate their efforts to
(Physicians — Pharmacists — (Physicians — Pharmacists — meet their objectives are of
PAGs — Patients — Payers) PAGs — Patients — Payers) four kinds:
Pharma Competitors Pharma Competitors 1. Opportunities to seize

2. Threats to circumvent

3. Strengths to leverage

Importance
From 1 to 5%

Importance

From 110 51 4. Weaknesses to address

Company’s Strengths Company’s Weaknesses

® The crafted strategy can be

Portfolio (in-market & in-pipeline products) Portfolio (in-market & in-pipeline products) based on a combination of
different types of Sls

Customers’ services Customers’ services ® These Sls should be of high
importance (rated 4 or 57)
and the company have the
capabilities to leverage them

Affiliate’s reputation & organization Affiliate’s reputation & organization

Sources: Smart Pharma Consulting 15=High to 1=_Low
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Smart Pharma

CONSULTING

Pharma Business Strategy

The scenario planning provides greater insights re.

market opportunities and threats; and

company’s strengths and weaknesses, from which strategic imperatives will be crafted

Scenario planning

® Scenario planning consists in anticipating the most likely combination of events that may impact company’s performance

® Probability of plausible events are estimated, and company’s proper reactions defined accordingly, on different time frames

/ Anticipated Timelines — Base case scenario IIIustrative\
s Screening New market New
Authorities program access rules guidelines
Higher price HCPs access New learned
Customers sensitivity limitation society guidelines
\ 4 i
: New Price LOE of the
Competitors competitor decrease market leader
Key market events — Estimated probability of occurrence (in %)*
Scenarios
Event A Event B Event C likelihood
30% | 3.6%
— 14.4%
— 8.4%
33.6% 4= Base case
situation 7 2.4%
— 9.6%
o7 1 5.6%
— 22.4%

N

® Key events (related to authorities, customers and
competitors) likely to have an impact on the
market and the company’s business, in the years
to come, should be positioned on a time scale

Then, the probability of occurrence? of these key
events should be estimated to determine the
base case scenario (i.e., the most likely
combination of events)

® The magnitude of each event’s impact, either
negative or positive, should be evaluated

® |tis recommended to consider 3 scenarios?:
— The "base case" on which strategy will be crafted

— The “worst case” to build a contingency plan

— The “best case” to craft a voluntary strategy

/

Sources: Smart Pharma Consulting

Survival Toolkit

1 High to moderate probability: > 60%, High to moderate improbability < 40%, Uncertainty: 50% —
2 However, it can happen that the “base case” is the “best” or the “worst case”
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Smart Pharma Pharma Business Strategy

CONSULTING

The likelihood to achieve the set strategic objectives in a strategic segment depends as much on
the selected strategy as on the supporting activities (tactics) and the excellence of their execution

Obijective setting and strategy crafting

[llustrative
® The competitive situation analysis by strategic segment! — or by therapeutic domain? within a strategic segment — enables to
identify the companies’ competitive position, the markets’ key success factors and the key challenges

® The aim of the strategy, expressed as a combination of strategic imperatives (priorities) that should be then broken down into
consistent tactics (i.e., operational actions), is to achieve the set strategic objective in a time horizon of three to five years

® The strategic objective, which can be expressed in qualitative and quantitative terms, should be S.M.A.R.T.3

= The preferred strategy should be based on historical and future drivers and limiters*
related to:

Strategic

— Market opportunities and threats depending on stakeholders’ behavior:
* Policy makers (incl. health authorities)
* Clients (physicians — pharmacists — PAGs — patients — payers>)
* Competitors

Strategy A

— Companies’ strengths and weaknesses depending on their competitive position:
* Brands Preference Mix®
* Specific know-how and capabilities
* Human and financial resources

Competitive =~ Strategy C

situation

® The chosen business strategy should also consider the Pharma Company “Strategic
Square” which is defined by its purpose, vision, mission and core values

1Such as: Human Rx-bound drugs & Vaccines, OTC, animal health —2 Such as oncology, immunology, vaccines within the human Rx-bound drugs & Vaccines strategic
Sources: Smart Pharma Consulting segment — 3 Specific, Measurable, Attainable, Relevant, Time-limited —* Future drivers and limiters are assessed when building market scenarios —*° Public and private
health insurers, or patients themselves — ¢ That is the brands value, the quality of the associated service and the corporate reputation as seen by the stakeholders

Survival Toolkit February 2024 20



ASmart Pharma Pharma Business Strategy

Understanding what drive customers’ preference and how competition is structured
is a prerequisite for an effective business strategy

Key success factors by strategic segment and country

What do customers need — want — expect?

How to outperform competition?

Demand analysis Competitive analysis

— Who are our customers? — Who are our competitors?
(prescribers, consumers, distributors, payers,

influencers, “injectors”, etc.) — What drives competition?

What is their respective role?
What do they need?
What do they want?

What do they expect from pharma
companies?

What are their available alternatives?

What does create customers’ preference?

What are the main dimensions of
competition?

How intense is the competition?

How to obtain a superior and sustainable
competitive position?

How to create customers’ preference?

Source: Adapted by Smart Pharma Consulting from R. Grant 2008

Survival Toolkit
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Smart Pharma Pharma Business Strategy

CONSULTING

Pharma companies can enhance their business performance by reconsidering the management
of the key success factors that are specific to the strategic segments they play in

Enhancing performance through key success factors management

[llustrative
Elimination
What actions / investments should be stopped?
(e.g., Services unlikely to be valued and used by HCPs)
Creation Reduction
What actions / investments Enhancing What actions / investments
should be proposed? Business should be reduced?
(e.g., Partnership with a Japanese player Performance (e.g., 1SS! that are not strictly aligned

to cover the local pharma market) with the drug development strategy)

Raising
What actions / investments should be raised?

(e.g., RWE? studies to strengthen drugs valuation by HTA3 bodies)

Sources: Adapted by Smart Pharma Consulting from C. Kim et al. and I Investigator-Initiated Studies —? Real World Evidence —
from D.J. Collis , HBR April 2008 3 Health Technology Assessment based on clinical and cost-effectiveness data
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The Business Strategy Card is a useful tool to ensure an alignment between the strategic
objective, the selected strategic imperatives! and the corresponding tactics

The Business Strategic Card

= The Business Strategy Card describes the strategic objective, the strategic imperatives selected to achieve that objective and
the key tactics supporting the strategic imperatives

Illustrative
Strategic Objective

= The Business Strategy Card helps to ensure
the consistency between the objective —

o 8 the strategic imperatives — the key tactics
g £ 1. Optimise stakeholders’ 2. Improve operational 3. Adjust the o .
. - - -
2 = preference efficiency organizational model = The trickiest part is to select the most
“ g relevant strategic imperatives, as derived
~l.— —T e from the Advanced SWOT, which are:
1.A. Shape the covered 2.A. Improve investment 3.A. Attract and retain — Opportunities to seize
market segments decision process talented people — Threats to fight again
w
'LE 1.B. Optimize portfolio 2.B. Evaluate quality of 3.B. Adapt the FTEs to — Strengths to capitalize on, and/or
2 value-proposition activities execution remain competitive
v prop P — Weaknesses to address
g 1.C. Offer high-value 2.C. Measure the impact 3.C. Promote excellence in = The preferred strategic imperatives are
§ services to customers of activities execution those which are the most likely to have an
1.D. Strengthen corporate 2.D. Challenge the status Impact on the business performance S0

reputation

quo

3.D. Rationalize and
simplify key processes

that to achieve the set strategic objective

Sources: Smart Pharma Consulting
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Pharma Business Strategy

While corporate strategy defines where pharma companies decide to play...
... business strategy sets the priorities to win

Key Takeaways

The selected strategic segments — where to play — depends
on market attractiveness and companies’ capabilities to win

Analysis of current and evolving opinions and behaviors of key stakeholders, of corresponding driving factors
and their business implications are a prerequisite to business strategy crafting

Growing the market is the priority
in monopolistic or dominant position

The “Advanced SWOT” is instrumental
to define strategic imperatives and
the supporting activities (tactics)

PHARMA
BUSINESS STRATEGY
“The only strategy worthwhile is that

fulfilling customer’s needs, wants and
expectations, in a way to get preferred”

It is essential to leverage the “Brand
Preference Mix” to gain market share

The achievement of business objectives
is strongly driven by the excellence
of the strategy execution

Sources: Smart Pharma Consulting
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Smart Pharma

CONSULTING

Consulting firm dedicated to the pharmaceutical sector operating
in the complementary domains of strategy, management and organization

Best-in-class Series

The Best-in-class Series provides:
— Conventional concepts, methods and tools...

— ...as well as innovative ones, specifically developed by Smart
Pharma Consulting for pharma companies

— Case studies and exercises based on Smart Pharma Consulting
experience

Each issue is designed to be read in 15 to 20 minutes and not to

exceed 24 pages

Pharma Business Strategy

Survival Toolkit

The purpose of this position paper is to share insights regarding
business strategy principles applied to pharma companies

The following key issues are addressed:

1. Corporate strategy principles reminder: Where to play?
Business strategy principles: How to win?
Growing market size and/or growing market share
Assessing strategic segments and geographies

Assessing company’s asset and capabilities

S T o

Advanced SWOT — Scenario Planning — Objective & Strategy

Smart Pharma Consulting Editions

= Besides our consulting activities which take 85%
of our time, we are strongly engaged in sharing
our knowledge and thoughts through:

— Our teaching activities in advanced masters
(ESSEC B-school, Paris Faculty of Pharmacy)

— Training activities for pharma executives

— The publication of articles, booklets, books
and expert reports

= Qur publications can be downloaded from our website:
— 41 articles
— 80 position papers covering the following topics:
1. Market Insights 5. Marketing
2. Strategy 6. Sales Force Effectiveness
3. Market Access
4. Medical Affairs

7. Management & Trainings

= Qur research activities in pharma business management and our
consulting activities have shown to be highly synergistic

= We remain at your disposal to carry out consulting projects or
training seminars to help you improve your operations

Best regards

Jean-Michel Peny

1, rue Houdart de Lamotte — 75015 Paris — France ® +33 6 11 96 33 78 ¢ jmpeny@smart-pharma.com ¢ www.smart-pharma.com



https://smart-pharma.com/library/
https://smart-pharma.com/
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