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Todayôs discussion

1. The race for global leadership demands business model innovation

2. What is innovation and the profile for business model innovation?

3. Five Pillars of Innovation driving business model innovation

Á Financial incentives

Á Innovation resources

Á Regulatory framework

Á Demanding patients

Á Investment community

4. The future and examples of business model innovation
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The race for global leadership and the 
demand for business model innovation
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Basis for todayôs discussion

PwC Medical Device Innovation Scorecard

Å9 key countries in the developed                                                                    
and emerging markets

ÅSurvey/interview data from Med                                                                 
Device companies

ÅNearly 100 metrics for each country

ÅMost successful reports Med Tech         
reports published
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The Scorecard is heavily covered by all the major media ...
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http://online.wsj.com/home-page
http://online.wsj.com/home-page
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We selected 9 countries for our study ïeach with major 
economies and innovative markets
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India
China

Japan

Israel

France

United Kingdom

Germany

United States
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The US is experiencing the most rapid relative decline, while 
China accelerates the fastest followed by Brazil and India
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Historically, 5  pillars of Medical Device Innovation in the US
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Powerful 
financial 
incentives

The US spent 
more per capita 
on healthcare 
than all other 
countries.

Generous 
coverage + high 
procedure 
reimbursement 
fueled 
physician 
adoption of 
new 
innovations

Leading 
resources for 
innovation

The US 
established 
itself as a world 
leader in AMCs

Annual NIH 
grant funding 
exceeding $30 
billion per year 
supported the 
advancement 
of medicine. 

Supportive 
regulatory 
system

FDA  led in 
setting 
standards for 
safety and 
efficacy of 
medical 
technologies.

Other countries 
would wait to 
see FDAôs 
position before 
acting upon 
medical 
technology 
applications.

Demanding 
and price -
insensitive 
patients

Americansô 
high demand 
for healthcare 
services as 
measured by 
MD visit 
frequency.

Declining share 
of payments 
made OOP ï
from 68 % to 
14% over 50 
years

Supportive 
investment 
community

Med-Tech 
ranked  2nd or 
3rd largest 
category among 
VC and angel 
investors.

VC funding 
averaged ~$2.5 
Billion p.a. over 
the last decade, 
enabling 
commercializat
ion of 
innovations 
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HC Reform and evolving industry structures are creating 
powerful tensions that are transforming innovation
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Tension 3:
Volume vs. value

Å FDA approval based on 
safety and efficacy in large 
populations studies based on 
statistical measures

Å Genomics enables 
personalized healthcare.

Å Med Tech companies must 
consider genomic differences

Å Value occurs by 
personalizing solutions 
within the system.

Tension 2:
Silos vs. systems

Å Med Tech operated in silos, 
focused on a small part of a 
disease or healthcare 
problem.

Å Providers used innovative 
technology to drive 
procedure volume

Å Shortage of medical talent 
strains the system, requiring 
systems perspective.

Å Shortage of money requires 
innovations in care delivery.

Å Ubiquitous connectivity 
enables coordinated care.

Å Novelty rewarded as much as 
innovation

Å New features = price 
premium .

Å Payers reimburse  
procedures regardless of 
value 

Tension 1:
Feature vs. solutions 

Å Companies must innovate to 
remain relevant and 
maintain revenue.

Å Incremental innovation 
doesnôt lead to equal 
incremental revenue.

Å Reimbursement focus shifts 
toward solutions.

Yesterdayé

Today é
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Tensions are driving innovation beyond technology and 
product innovation and towards business model innovation 
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The past
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What is innovation and the profile of 
business model innovation?
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In the Innovation Cycle failure and pain create tensions that 
drive the innovation process that lead in turn to growth

This cycle takes place at the device, organizational, national, and 
global levels
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Innovation cycle

Growth Failure

Pain

Tension

Innovation

50% of all prescriptions 

not filled, 50% of those 

not followed

$290B costs of non-

adherence, millions 

sick, thousands die

ñcompliance went from     

30%to 80% after six months, 

ïNovartis.ò

25% vs. 100% adherence

Proteus wireless device 

incorporated into oral solid 

dose form
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The most powerful and radical classes of innovations occur 
by combining technology and business model innovations
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Radical innovations create the most value by harnessing 
creative tensions in the system and organization
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"You need creativity and invention, but until you can connect that creativity to the customer 

in the form of a product or a service that meaningfully changes their lives, I would argue you 

don't yet have innovation." A.G. Lafley, CEO, Procter & Gamble

Radical

50%+

Incremental

0-20%

Breakthrough

20-50%
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Adaptive tension Creative tension

Proteus wireless 

pill device 

Texting and 

emailing 

patients Disease 

management 

call centers

Three classes of innovation
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Case example: Merck Serono radical innovation transformed 
its business model to ñowning the diseaseò
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The five pillars of innovation driving 
business model innovation
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Financial incentives
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US continues to 
lead in health 
spending, with no 
expected ñbendingò 
of the cost curve.  
China in 2 nd place 
by 2020
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US continues to lead in share of government spend going 
towards healthcare
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Israel leads in ease of reimbursement approval 

20



PwC

Innovation resources
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US will continue to lead in R&D spend, but China is eclipsing 
Japan and is closing fast
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China is now #2 in research output and #5 in university 
leadership (but not far behind Germany, Japan, UK)
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China lags in patent applications relative to # of researchers, 
but will close the gap aggressively as development progresses
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China is now #2 in patents and R&D
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Trading places

China is overtaking Japan in patent 

applications 
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Regulatory framework
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Companies indicate the US is 3 rd in approval time and 7 th in 
approval ease, only Japan is more difficult than China
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Source: PwC Survey
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As the rate of patent filings in developing countries increases, 
so presumably will their attention to IP protection
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The FDA and European regulators deal with three types of 
uncertainty very differently
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Demanding patients
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Different countries exhibit dramatically different models of 
medical practice 
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