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SPECIALTY DRUGS WILL ACCOUNT FOR 50%
OF DRUG SPENDING IN 2018

Recently, CVS Caremark predicted that specialty drugs will account for 50% of drug spending in 2018, up
from 30% in 2012". This explosion in revenue is due to a continued decline in revenue generated from
blockbuster primary care products and from a ramp up in launches of specialty products. In fact, half of the
new chemical entities approved in 2016 were considered specialty products?. Further, seven new biologics
and 17 specialty drugs received new indications? creating a significant and growing revenue stream. These
new products are different from primary care products, demanding different go-to-market models with
different platforms and supporting organizational structures.

Specialty products, which we'll define here as high-cost complex treatments for chronic conditions with special handling
instructions®, have become a focus area for many organizations that previously managed large primary care portfolios. For
example, Merck, Bristol-Myers Squibb, and AstraZeneca have invested heavily in growing immuno-oncology portfolios while
other large pharmaceutical companies have entered the specialty marketplace in other therapeutic areas; examples of these
expansions include NUCALA (GSK; severe asthma), DUPIXENT (Sanofi/Regeneron, atopic dermatitis), and LARTRUVO (Eli Lilly,
Soft Tissue Sarcoma)*. This migration from primary to specialty care has forced organizations to think differently about how
they go-to-market, which has impacted the people they hire, the processes they use to engage with customers and the tools
that support those customer-facing roles.

In both primary care and specialty care models, the main goal of a sales representative is to have a health
care provider (HCP) prescribe your product to the appropriate patient. This is done by clearly establishing in
the HCP’s mind that:
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Establishing these facts in the mind of the HCP requires long term, repeat and “just in time"” engagement to ensure that your
product is top of mind when the HCP is confronted with a patient who has the condition your product addresses. In the
primary care setting where an HCP might see multiple patients a week with a specific condition, a sales representative can
thrive in a small territory where (s)he visits an HCP with regularity (i.e., weekly, bi-weekly, or monthly). With the high frequency
of engagement, the sales representative can build personal relationships with HCPs, understand and, more importantly
remember, the HCPs' drivers for decision making, and then act on her extensive personal knowledge to drive action. In this
scenario, data is critical to establish a Call Plan that complies with government licensing and HCP/institutional preferences.
However, once the Call Plan is defined, the value of the data about the HCP become less critical to day-to-day interactions of
the representative.



SUCCESSFUL SPECIALTY PHARMA EXECUTION

By contrast, in the specialty care setting, HCPs may only see one or two patients a year with a condition. In
this scenario, a frequency model is incredibly expensive and destroys the profit margin for the product. To be
efficient, the organization must decrease the number of sales representatives, decrease the frequency of
sales calls to an HCP, and expand the size of the territory a single representative covers. Further, specialty
practices often limit the number of times a pharmaceutical company - including reps, Medical Science
Liaisons, and other customer-facing roles — can visit with an HCP annually. In this model, data becomes much
more critical to successful specialty pharma execution in three ways:

a SMART OPPORTUNITY IDENTIFICATION

Call-routing software can leverage available data to identify when a sales representative needs to show up in an HCP's office.
These tools leverage blinded patient claims data related to diagnostic tests, ICD-10 codes selected during a routine visit or a
set of symptoms to identify when a patient may have a specific condition or, if the condition is already being treated, be ready
to progress to their next treatment. Armed with the data from these tools, sales representatives can arrive “just in time” to
ensure the HCP has the relevant information to make an informed prescribing decision. In a recent McKinsey & Co. insight,
the authors suggested an example of early signals for disease progression where “patients suffering from the genetic disorder
Gaucher disease might experience fatigue, a distended abdomen, low appetite, bruising, and stunted growth, and hence have
accumulated claims codes for splenomegaly, hepatomegaly, anemia, or thrombocytopenia”®. Leveraging data analytics
platforms such as Shyft's Analytics Cloud, organizations can develop algorithms to surface these patients and help direct
representatives to connect with the right HCP at the right time.

[
|==l®| ADVANCED PRE-CALL PLANNING

Sales representative may only see a customer a few times a year so the need for pre-call planning becomes more important.
Data empowers improved pre-call planning by helping to build on previous interactions from both a relationship and
educational perspective. Whether identifying important influencers in the office, capturing the HCP decision-making
processes, discussion topics from previous visits, or keeping track of office follow-ups, the need to capture this information in a
central repository is critical: unlike frequency-based primary care models, representatives can't be expected to remember HCP
specific information between visits.

@ COORDINATED ACCOUNT MANAGEMENT

Due to the limited HCP interactions and larger territories, there is a high potential for significant travel time and increased
expense in specialty. Moreover, the need to deliver the right message at the right time to the right audience requires
coordination between many different company roles. While boundaries must exist for sharing certain information between
roles, knowing when customer-facing individuals, such as Medical Science Liaisons, Nurse Educators, Diagnostic
Representatives, Customer Service Representatives, Sales Representatives, or Market Access team members last connected
with a customer is critical. Carefully coordinating each customer interaction is essential to maximize efficiency of the
organization and create a positive customer experience.



In addition to the ways in which sales representatives interact with HCPs and their office staff, the switch from

primary to specialty care also impacts the types of roles that interact with an office, specifically from an

access and affordability perspective. Access and affordability are highly important in the primary care setting

but often receive limited coverage in a sales conversation for two reasons:

g | CONTRACTING
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Due to the volume of primary care products prescribed,
Pharmacy Benefit Managers (PBMs) and group purchasing
organizations (GPOs) can contract with manufacturers to
define tiers of access for products. These tiers establish clear
prescribing direction for the HCP and allow the HCP and his
or her staff to focus on affordability, which is often managed
through commonly used tools such as free trial offers and
savings card programs. Because most HCP offices are
familiar with how these instruments work, sales
representatives can deliver these as part of a “total office
call”, thus reducing the need for additional “affordability”
experts interacting with the office.

However, in the case of specialty medication, volume often
limits PBMs, GPOs and other groups from pre-determining
access for patients. In addition to cost challenges that HCP
offices must address in procuring the product (which we
won't discuss here), the approval process for a patient to
receive medication can be slow and tedious. A 2009 study
based on a survey from more than 800 HCPs and staff
estimated that prior authorizations alone consume 20 hours
per week of HCP and office staff time®. In addition to costing
HCP offices time and money, the prior authorization process
can prevent a patient from receiving needed medication for
days or weeks.

RECOMMENDED APPROACH

@ | AFFORDABILITY

To address this process, pharmaceutical companies have
developed payment/reimbursement managers and
programs that can work with the patient, HCP, and
insurance company. These programs are designed to
reduce the burden on the HCP's office while also getting
the patient the medication (s)he needs quickly and without
the worry of getting a big bill down the road. Like sales
representatives, these resources are limited in number, so
it is crucial to leverage data and technology to identify
when the payment/reimbursement manager should
engage with a specific office. This can be delivered
through the same combination of passive triggers Sales
Representatives use to visit an HCP's office plus
standardized task creation within the
payment/reimbursement manager’s Customer
Relationship Management (CRM) system.

While pharmaceutical organizations recognize that the people and the process for customer engagement are different between
primary and specialty care, all too often they attempt to retrofit existing platforms to meet the new needs. Even though most
organizations would want to make the most of existing technology, if the systems are not set up for the way business is done in
the specialty market (which as we've shown is quite different), it can put the organization at a significant disadvantage vis-a-vis its

competitors.

' TO ADDRESS THESE CHALLENGES, VYNAMIC RECOMMENDS
ORGANIZATIONS STRONGLY CONSIDER THE BENEFITS OF BUILDING A
PARALLEL COMMERCIAL OPERATIONS APPROACH (INCLUSIVE OF
OPERATING MODEL, PROCESSES, DATA AND SOFTWARE) FOR THEIR
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The ability to build a fit-for-purpose technology platform as the backbone of the specialty practice will enable the organization
to start with clean data for the sales representatives that need it and create efficient operating models that align to the different
sales processes between specialty and primary care. Once the data model has been constructed, new instances of existing
tools, with features configured to support the specialty process, could be leveraged to surface relevant information back to
customer-facing resources to ensure they are maximizing the efficiency of their interactions.

Inherent in this recommendation is that we view primary and specialty care as different business units. We recognize the need
to drive efficiency in primary care models, where the combination of fewer “blockbuster” drugs and increased pricing pressures
are decreasing profits; but we also recognize that specialty is a growth business and as such, organizations must invest and
focus on flexibility as customer engagement models continue to evolve. While this model will result in both additional up front
and increased operational costs to support two platforms, we believe the long-term gains from improved customer interaction
and more efficient operation will outweigh the investments.

HOW VYNAMIC CAN HELP

To see an example of how Vynamic helps clients design and build new specialty care

commercial operations platform,

& info@vynamic.com
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