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The annual Roland Berger MedTech@Hospital study
investigates the ever-changing relationship between
hospitals and MedTech (medical technology)
companies. For this year's study we asked executives
of the 600 largest hospitals in Germany about factors
driving hospital spending and current trends. Our key
finding? Hospitals' priorities have changed — and
MedTech companies need to adjust their offering
accordingly.

Driving new priorities are two key factors. First,
the Hospital Future Act ("Krankenhauszukunftsgesetz"
or KHZG), passed by the German Bundestag in 2020,
means that federal and state governments can now
allocate funds totaling EUR 4.3 billion to hospitals that
invest in digitalization, IT security and emergency care.
The second factor is, of course, Covid-19 itself, which,
when it first appeared, led to massive investments in
equipment, such as ventilation systems. This stage has
now passed and hospitals are reprioritizing other
areas, such as technology and digital upgrades aimed
at improving processes.

The good news is that MedTech firms can leverage
this potential. As hospitals invest more in highly
specialized and digital products, niche technology
firms must be sure to carefully segment their
customers. In response to the limited funds available
for new investments, MedTech players should offer
more flexible financing, leasing and usage-based
models. They should also offer predictive and
analytics-driven solutions for hospital maintenance
and services. And they must engage with the new
focus on sustainability — a priority for 90 percent of

the hospitals surveyed.
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1 Covid-19 and the KHZG
German hospitals are
investing in digital and IT



The short-term increase of
hospital investments in medical
technology driven by Covid-19
is coming to an end

The Covid-19 pandemic boosted investments in medical technology by
hospitals. However, as predicted in last year's MedTech@Hospital study,
this effect was a short-term one. Thus, when asked what investments

they were planning this year and in the coming years, the hospitals in our
survey foresaw a decline in priority areas during the Covid-19 crisis, such as
intensive care equipment, protective equipment and ventilation systems.
Instead, they plan to spend more on areas where pent-up demand exists
due to underinvestment in previous years. At the top of their agenda are,
naturally enough, areas eligible for KHZG funding, such as telemedical
applications and emergency room equipment.

To what extent do you plan to invest in products relevant for
Covid-19 in the current and coming years?
[Avg. no. of mentions]

Changes in investments in medical technology

Products relevant
for Covid-19

Decline below Covid-19 level Further increase
-5 -4 -3 -2 -1 0 1 2 3 4 5

Telemedical applications ‘

Emergency room equipment .

Laboratory diagnostics ‘

Intensive care equipment ‘

Protective equipment .

Ventilation systems ‘

® O®
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Conventional medical IT systems
are the top investment priority for
hospitals

The major factor driving hospitals' purchasing strategies in the coming
years will be the KHZG legislation and its funding goals. Right at the top of
the investment agenda are "conventional" medical IT systems, a category
that includes the majority of products funded by the KHZG, from patient
portals and hospital information systems to digital medication management
and interoperability solutions. Investments in digital medical technology
will also be a priority, including surgery robots, digital pathology and
medical collaboration solutions. A third priority area for the hospitals in
our survey was conventional medical technology, covering areas such

as imaging systems, surgery and operating rooms, function diagnosis
systems and patient monitoring systems.

In which product groups do you plan to increase investments
in the coming years? [Avg. no. of mentions]

Disagree Fully agree
1 2 3 4 5
o ventonatmedical N 4.0
questions IT systems :
about . )
. Digital medical
investments technolog I 3.6
in MedTech Y
look at Conventional medical _ 35
5 distinct technology -
roduct .
o i I
gIoUPS products )
Laboratory systems
. I 2.9
and services
PRODUCT GROUPS
Conventional medical Digital medical Conventional Non-medical Laboratory
IT systems technology medical technology products systems and
+ Patient portals « Surgery robots + Imaging systems -+ Patient services
+ Hospital information systems  « Telematic « Surgery and positioning - 'Laborato.ry
+ Clinical IT (radiology, infrastructure operating rooms systems information
cardiology, intensive care) » Systems for clinical -+ Intensive care * Medical systems
+ Dashboards for optimizing decision support equipment carts . L?borato.ry
commercial performance - Digital pathology « Patient - Room setup  diagnostic
and capacity utilization « Medical monitoring (e-g. beds, systems
- Digital medication manage- collaboration systems furn.lshlngs) : Labqratory
ment and documentation solutions (e.g. « Diagnosis + Logistics services
« Interoperability solutions tumor boards) systems systems
- Digital inventory manage- + Sterile utility
ment solutions supply
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Hospitals focus strongly on
conventional medical IT systems
that enhance workflows

Conventional medical IT systems support the optimization of hospital
workflows by providing efficiency gains. They are an interesting investment
opportunity for hospitals as they help improve financial outcomes, speed
up the process of digitalization and put hospitals in a stronger position to
deal with future governmental demands. Patient portals, for example, are
prioritized by hospitals of all sizes, especially larger hospitals and privately-
owned hospitals. All types of hospitals focus on established clinical IT
systems, which play a vital role in improving diagnostic and treatment
quality. And digital medication management enables hospitals to reduce
their bureaucratic burden significantly, while at the same time increasing
medication continuity and safety for patients.

In which products in the group "Conventional medical IT
systems" do you plan to increase investments in the coming
years? [Avg. no. of mentions]

Disagree Fully agree
1 2 3 4 5

Patient portals (digital intake _ 45 Private clinics (4.7)

and discharge solutions)

Clinical IT solutions Irrespective of size
(in radiology, cardiology, N 2.4 and funding type
intensive care) of hospital

Digital medication

management and I 2

documentation

Hospitalinformation I .0 el Ed)
systems

Dashboards for optimizing

commercial performance | NN 3.8

and capacity utilization

Interoperability solutions _ 35

(for clinical systems)

Digital inventory _ 3.2

management systems

Source: Roland Berger
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Larger hospitals in particular
plan to invest in digital medical
technology solutions, especially
telematics and telemedicine

For larger hospitals, a major future focus of investment is digital medicine
technology, especially in the area of telematic infrastructure and tele-
medicine. Interestingly, the survey revealed that maximum care providers
and university hospitals are particularly keen to invest in surgery robots,
while for other types of providers this is less of a priority. This is partly
because smaller hospitals struggle to utilize surgical robots due to a lack
of both demand (patients) and supply (medical personnel to operate the
robots). Large hospitals, especially large public hospitals (hospitals run

by local or federal state authorities, including university hospitals), also

have a strong investment focus on digital pathology.

In which products in the group "Digital medical technology"
do you plan to increase investments in the coming years?

[Avg. no. of mentions]

Disagree Fully agree
1 2 3 4 5
Telematic I

infrastructure

Telemedicine I 4.0

Systems for clinical) I

decision support (Al

Medical collabora-

tion solutions I 3.6

(e.g. tumor boards)

Maximum care
iders (3.8)
I 1
Surgery robots 31 University
clinics (3.7)

- Publi
Digital pathology I 3.0 h(L)lspIi(fcals (3.5)
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Hospitals invest in conventional
medical technology to

maintain and improve their
core capabilities

Conventional medical technology, which enables hospitals to maintain
and improve their core clinical capabilities, remains a focus area for all
types of hospitals. We could not identify any significant differences
depending on the size of clinics, their revenues or their type of funding.
The only exception was for intensive care equipment, which is a greater
priority for public hospitals and non-profit hospitals (charitable hospitals
run by churches or e.g. the German Red Cross organization) than it is for
private clinics. This may be because private clinics are already well supplied
with such equipment as a result of the Covid-19 pandemic, and in many
cases are unable to use it to full capacity.

In which products in the group "Conventional medical IT
systems" do you plan to increase investments in the coming
years? [Avg. no. of mentions]

Disagree Fully agree
1 2 3 4 5

Imaging systems
ecicne xerop nter. N : 5
medicine, X-ray, interv. -

X-ray, ultrasound)
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Non-medical products, with the
exception of logistics systems,
are currently not a priority area
for hospitals

As a result of Covid-19 and the KHZG's focus on digitalization, non-medical
products such as beds, furnishings, patient positioning systems and
medical carts are no longer an investment focus at hospitals. The only
exception appears to be logistics systems, which are still a focus area for
larger hospitals, especially maximum care providers.

In which products in the group "Non-medical products”
do you plan to increase investments in the coming years?
[Avg. no. of mentions]

Disagree Fully agree

1 2 3 4 5

, | 34
. 3.3
I 2.4

Logistics systems I 32
>1,000 beds

[l 500-1,000 beds
B <500 beds

Room setwp(e.o I 3.0

beds, furnishings)

Maximum care
providers (3.9)
Patient positioning _ 27

systems

Medical carts I 2.7
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Investments in the laboratory
domain are not a priority for
hospitals in the coming years

The KHZG's focus on digitalization mean that hospitals are not planning to
prioritize investments in laboratory systems and services in the coming
years. The only exceptions are major hospitals with large workforces, which
are planning to invest in laboratory information and diagnostic systems,
and private clinics — but not non-profit hospitals — which are still looking at
purchasing laboratory services.

In which products in the group "Laboratory systems
and services" do you plan to increase investments in

the coming years? [Avg. no. of mentions]
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2 Business opportunities
Hospitals are looking
for cost-effective products
and services



Hospitals choose MedTech
providers based on factors

such as operating costs, service

and purchase price

When deciding how to position themselves, MedTech companies must
be sure to fully understand the criteria used by hospitals to select products.
Our survey reveals that the key factors here are operating costs, service
level/quality, and purchase price. Regional production is also becoming

increasingly important as a criterion in purchase decisions, no doubt as
a result of the Covid-19 pandemic — a trend already noted in last year's

MedTech@Hospital study. Sustainability may also play a role in the

procurement process.

How important will the following criteria be in your future
selection of MedTech providers? How does this differ from

the past? [Avg. no. of mentions]

Hospitals' criteria for choosing MedTech providers

Not relevant Highly relevant Change from

1 2 3 4 5 past relevance
Operating
costs (including I 4.6 +0.3
consumables)
Service level/quality
and accessibility I 4.2 +0.1
Purchase price I, 4.1 0.0
Breadth of portfollo/ _ 3.2 +0.2
one-stop shop
Fi . dels/ Non-profit: 2.4 (+0.1)

inancing mocets I s Public: +0.1
payment terms .
Private:

Regional production [ AN 2.7 Public: 3.1 (+0.7) +0.5
Local/regional
presence of the I 26 +0.1

sales department

Source: Roland Berger
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Hospitals of all sizes and care levels
put comprehensive maintenance
and services, plus data analytics,
top of their agenda

In the drive to keep down operating costs, hospitals are increasingly keen
to delegate maintenance and services for their installed base to MedTech
companies and other third parties. Comprehensive — ideally predictive —
maintenance and services are at the top of their agenda in terms of what
they expect from MedTech providers, followed by data connectivity and
usage analysis to improve workflows.

How relevant for your hospital are the following services
provided by MedTech companies? [Avg. no. of mentions]

Services that hospitals expect from the MedTech industry

Not relevant Highly relevant
1 2 3 4 5
Comprehensive I : ;

maintenance and services

Data connectivity and
analysis (e.g. of usage I 3.7

behavior)

Predictive maintenance _ 3.6

Product lifecycle
I 3.4
management
Post-purchase options
pu pu N 3.4 Private hospitals

d d
andupgraces rank product life-

cycle mgmt. (2.8)

Installed base I and real-time
management : system localization
(2.5) significantly

L lower than other
Expansion into

individualized medicine [ EN GEIELS

(e.g. 3D-printed implants)

Real-time system _ 3.0

localization
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Most hospitals, particularly
small and private institutions,
outsource maintenance services
to OEMs or third parties

Maintenance of hospital medical equipment is most frequently outsourced
and performed by OEMs (27 percent of respondents) or third parties

(32 percent), giving a total of 59 percent using outsourcing The survey
revealed considerable differences here, depending on how hospitals

were funded. Thus, while the numbers for non-profit and public hospitals
are close to the averages given above, as many as 77 percent of private
institutions delegate maintenance services to OEMs or third parties.
Similar differences are found between hospitals of different sizes, with

74 percent of small hospitals delegating services to third parties and OEMs.

Who currently maintains your medical technology equipment?
[Percentage of mentions]

1%

27%

40%
Total Average

32% —

0% 2% 0%

\ 43% 43% 23%
30% 04% 28%

zzfzyr?:ing Non-profit Public Private
27% 31% — 49%
0% 0% 2%
o 26% 34% 52%
27% 34% 24%
By size <500 beds 502;;200 >1,000 beds
V ) g 2%&
47% 32%
. Own staff . Third parties (manufacturer-independent) Employees of the OEM Other

Source: Roland Berger
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Hospitals require more
and more flexibility around
payment models

Though payment of the full purchase price is still the most common
method, the attractiveness of pay-per-use models and of full service
models with monthly service fees is increasing significantly. We predict
that this tendency towards more flexible payment methods will continue to
grow. It is a win-win situation for hospitals and MedTech players. In times
of financial pressure, hospitals can preserve their liquidity by stretching
the payment period. MedTech companies, on the other hand, could profit
from this trend by offering more flexible payment models. For example, a
full service model with monthly fixed service fee guarantees continuous
contact with the client and creates a steady stream of revenues.

When purchasing with own funds, to what extent do you use
the following financing options?
[Avg. no. of mentions]

CURRENTLY FUTURE
) Change
v | 4
from past
Not at all Frequently Not at all Frequently relevance
1 2 3 4 5 1 2 3 4 5

Payment of the full

purchasing price I 43 I 43 0.0

(incl. discounts)

Rental models with
B I o +0

regular rental fees

Leasing models N 29 I 3.0 +0.1
Full service models

with monthly fixed I s B 3 +0.3
service fee

Financing models

offered by MedTech [N 2.7 I 28 +01
company

Pay-per-use

e L% BN +05

Source: Roland Berger
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3 Agreen future
Sustainability matters



Sustainability is a relevant factor
in purchasing decisions

For hospitals, the future is unquestionably green. Sustainability is
increasingly important for clinics of all types, with as many as 90 percent
of the hospital executives we surveyed saying that it was of medium to
very high relevance for their purchasing processes. MedTech companies
need to be aware of this growing focus on sustainability and reflect it in
their development, sales and lifecycle approaches. They can do this by
including end-of-lifecycle measures in their initial offer or making their
carbon footprint transparent during the purchasing process, for example.

What role does sustainability play in your purchasing process?
[Percentage of mentions]
Relevance of sustainability in investment decisions

52%

Medium to very high
relevance
30%
8% 9%
(1]
2%

Very high ¢ Medium ) No

relevance relevance relevance

Source: Roland Berger
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Sustainability is growing in
importance, but hospitals'
willingness and ability to pay
extra for it is not keeping pace

Not only that, hospitals say that sustainability will continue to grow in
importance going forward. Their engagement with the topic will increase
as a result — for example, they plan to buy reusable rather than single-use
products. However, their willingness and ability to pay a premium for
sustainability is limited. We also see differences depending on how hospitals
are funded. Thus, hospitals in the non-profit sector pay the most attention
to sustainability, while those in the private sector are both the least willing
to pay a price premium for sustainability and the least likely to take
suppliers' carbon footprints into account during the purchasing process.

Which of the following statements about sustainability
do you agree with? [Avg. no. of mentions]

General engagement with sustainability

Disagree Fully agree Differences by type of funding

1 2 3 4 5
I i Non-profit  Public

Sustainability will be

more significant for _ 33 3.7 3.2

our hospital in future

We will increasingly

buy reusable rather _ 31 3.2 3.0
than single-use : : :
products

- Non-profit
We are willing to hospitals are

payapremiumfor s 57 | mostwilling 3. 2.7

sustainable products,

esp. MedTech :::t-_f)ri?u;
When buying single-
use products, we _
look at the providers' 25 27 24
entire supply chain Private
hospitals
We choose our pro- pay least
viders based on their | NGz 2.3 attention to 2.6 2.4
carbon footprints providers'
carbon
We aim to get footprints
certified as a
"sustainable I 23 27 21
hospital"

Source: Roland Berger
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The upshot for MedTech
companies

Driven by the ongoing Covid-19 pandemic and new legislation such as
the KHZG, hospitals' priorities have shifted substantially. MedTech
companies need to understand this changing landscape and adapt the
focus of their product position and service offering accordingly — after
all, the priorities, needs and concerns of clinics is what informs their
purchasing decisions, from choice of seller to choice of product or service
agreement. With this in mind, we offer the following recommendations
to players in the MedTech industry.

Three recommendations

é Understand your customers
and their challenges

The first rule of marketing is Know Thy Customer,
and this couldn't be truer for MedTech firms. Players
must understand what it is that drives hospitals'
purchasing decisions, which criteria they employ
and which solutions they require. They must also
take into account their clients' size, type of funding,
medical portfolio and the region they operate in.

On this basis they can then define a distinctive
offering that is flexible and can be adapted in line
with customer needs — offering more affordable
devices to hospitals with limited finances and more
sophisticated products to university hospitals, for
example. Companies can also use the funds available
under new legislation such as the KHZG as a way

to access new accounts and departments, backing
this up with a robust strategy for developing IT and
digital customers beyond initial sales.



=) Offer flexibility

Today, hospitals of all types and sizes are looking

for flexibility in response to their limited financial
resources. MedTech players can offer flexible
financing models and options for reducing hospitals'
operating costs. Shared-risk options, for example,
will enable hospitals to meet the demand for new
technology while relieving some of the financial
strain on them. Players should also strive to
establish long-term partnerships with hospitals,
allowing hospitals to focus on their core activities
and overcome challenges such as their lack of
experts in technical areas. MedTech companies can
also offer to take over responsibility for maintenance
and services.

é Think ahead on sustainability

MedTech companies need to mirror the concerns
of hospitals and make sustainability a priority now.
Indeed, they can use a focus on sustainability to
stand out from their competitors, enabling them

to stabilize price points. Getting ahead of the game
on sustainability should include assessing their
current sustainability footprint, defining a strategy
for improving that footprint and setting out
sustainability goals. They should then mention these
goals frequently in their external communications.
For products that are particularly important for
hospitals, they should also investigate local
production options to ensure uninterrupted supply.
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