The Nordics

Pharma report




Acknowledgements

Focus Reports would like to warmly thank the Danish
government and the Danish and Swedish industry
associations for taking the time to help introduce this
unique report.

We would like to extend a huge thank you to all the CEOs of
the private sector who granted us an interview and shared
their insights with us.



CONTENTS

2 ACKNOWLEDGEMENTS

5 THE NORDICS: A MODEL FOR INNOVATION?

6 MAKING A VIRTUE OF NECESSITY?

6 BIOTECH AS BUSINESS—THE BAVARIAN NORDIC STORY
7 DENMARK: A LAND FLOWING WITH MILK AND PHARMA

8 DENMARK VS SWEDEN

9 CEO-TALK

10 NO CONSENSUS ON CONSENSUS
10 PUSHING AND PULLING
11 STEPPING OUT OF THE SHADOW, TECHNICALLY SPEAKING

12 ONE FOR ALL, ALL FOR ONE

INTERVIEWS N,

16 Interview with:
Lars Rebien, CEO - Novo Nordisk

18 Interview with:
Ulf Wiinberg, CEO - Lundbeck

20 Interview with:
Pia Olsen Dyhr, Minister for Trade & Investment, Denmark

22 Interview with:
Stig Jorgensen, CEO - Medicon Valley Alliance

24 Interview with:
Martin Olovsson, Managing Director - AstraZeneca Nordic Baltic

26 Interview with:
Dorthe Mikkelsen, Senior Vice President Mid-Europe 2 - MSD

28 Interview with:
Mary di Marzio, Senior Director, General Manager Nordics - Shire

This report was prepared by Focus Reports

Project Coordinator: Alina Manac, Aleksandra Klassen Editorial Coordinator: Herbert Mosmuller
Project Publisher: Julie Avena Contribution: Mary Carmen Luna Matuk
Copyright

All rights reserved. No part of this publication maybe reproduced in any form or by any means, whether electronic, mechanical or otherwise including
photocopying, recording or any information storage or retrieval system without prior written consent of Focus Reports.

While every attempt is made to ensure the accuracy of the information contained in this report, neither Focus Reports nor the authors accept any
liabilities for errors and omissions. Opinions expressed in this report are not necessarily those of the authors.



medicon valley alliance

Discover the life science strongholds in Medicon Valley! It is not only the
best of Scandinavia—-it is a world class life science cluster and an innovative
ecosystem.

From the gates of Copenhagen Airport you enter Medicon Valley - a dynamic area of highly skilled
life science specialists, cutting edge research centers and first class health care systems. It is
Denmark and Sweden working together in life science. From systems biology and drug delivery
to immune regulation and e-health. From biotech to pharma and medtech. From researchers to
investors and health care professionals.

By joining forces in open innovation and cross-border collaborations, we create new opportunities
within already existing strongholds. For talents. For capital. For partners. We call these ‘Beacons’.

Join the alliance, if you want to explore the opportunities in a world class life science cluster.

For more information about the Beacon Initiative or Medicon Valley Alliance - the cluster
organization in Medicon Valley - visit www.mva.org/Beacons.

Partners:

COPENHAGEN

:EEEL;:OPEAN fK Interreg NA medicon valley invest CAPACITY

ste\apms nt Fund part of business region skane




JE=
A Mo

n the Northern fringes of Europe, those who want to be-
lieve that there is a sustainable future for the old conti-
nent’s generous healthcare systems find a beacon of hope.

At a time when the healthcare sys-
tems of most of the European Union’s
member states are going through their
biggest existential crisis in post-war his-
tory, the Nordics (Denmark, Finland,
Iceland, Norway, and Sweden) main-
tain sustainable yet technologically ad-
vanced healthcare systems.

Furthermore, the region’s most pop-
ulous nations (and the focus of this re-
port), Sweden and Denmark, have made
impressive contributions to the world’s
life sciences industry.

Denmark, a country of 5.6 million,
brought the world such pharmaceutical
champions as Novo Nordisk, Lundbeck,
Leo Pharma, and ALK. Sweden, popu-

lation of 9.5 million, grooms a thriving
life sciences industry while its pharma-
ceutical market, the largest in the re-
gion, is often considered the barometer
of Europe due to its progressive nature.

Denmark and Sweden coming out
on top amid fierce competition, de-
spite their modest populations, is often
ascribed to the ‘Nordic model.” This
slightly undefined concept refers to a
consensus-based model with a focus on
sustainability and high levels of trust
and cooperation between government
and industry. Is the ‘Nordic model’ re-
ally the key explanation behind the
remarkable success of the Danish and
Swedish life sciences industry?
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MAKING A VIRTUE OF NECESSITY?
“The Nordic region—the ‘quiet North’
as it could have been called—counter-
balances the turbulence in Southern Eu-
rope,” said Zinta Krumins, managing
director Nordics, Boehringer Ingelheim,
when asked about the relevance of the
Nordics to the company. “The Nor-
dics are a very stable region, with small
but reasonable growth prospects, very
good government structures and frame-
works, social infrastructure and a solid
economy.”

Although attractive for their stable
economies and governments, the Nor-
dics do not have numbers on their side.
“We cannot compete in terms of vol-
ume and economy of scale,” said Stig
Jorgensen, CEO of Medicon Valley Al-
liance, a network organization repre-
senting human life sciences in Medicon
Valley, a region spanning eastern Den-
mark and south-western Sweden.
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From left: Zinta Krumins, Managing Director Nordics, Boehringer Ingelheim; Stig Jergensen,

CEO, Medicon Valley Alliance; Dorthe Mikkelsen, Senior Vice-President Mid-Europe 2, MSD;
Mary Di Marzio, General Manager Nordics, Shire Plc

Thus, the countries need to work
together in order to increase their le-
verage. “Other countries often have an
individualistic mindset and their culture
revolves around competing with each
other,” Jorgensen continued. “Our col-
lective culture enables us to unite doc-
tors, engineers, and business people to
work together. All these disciplines col-
laborating and working in the same do-
main is where innovation will flourish.”

With Sweden and Denmark taking
spot one and three respectively on the Eu-
ropean Commission’s Innovation Union
Scoreboard 2013, it is hard to argue
against the effectiveness of the model.

For instance, both Sweden and Den-
mark are overrepresented in clinical tri-
als. MSD conducts about 10 percent of
all its clinical trials in the Nordic region.
“The attractiveness of the Nordics is a
health care system that is state of the

p
Biotech as Business—the Bavarian Nordic story

~

If there is one thing that successful Danish companies
have in common with one another, it is the clear recogni-
tion of abundant opportunities outside the motherland.

“Danish companies’ strengths lie in their ability to build
on what they have inherited from Denmark but to also look
outward and be international,” said Anders Hedegaard,
CEO of Bavarian Nordic. His company was established
through a partnership with the US government.

With only two years experience of producing biological
products in Denmark, building up competencies in a short
time has enabled Bavarian Nordic to secure USD 1 billion
in contracts from the US government.

“Although we might have started as a more traditional
biotech company, smallpox vaccine orders from the US
government have helped us to make the leap towards an
industrial scale pharmaceutical company,” explained He-
degaard. After the Food and Drug Administration (FDA) ap-
proval and the clearance to provide the product in 2010,
the company had to be steered into a more industrial mind-
set to deliver on budgets.

Bavarian Nordic also acquired the rights to develop a vac-
cine for prostate cancer from the National Cancer Institute
(NCI) in 2008. The vaccine is in Phase 3 trials after Phase 2
results showed significant improvements in overall survival
in a patient group that otherwise had no good alternatives.

In addition to getting more contracts from the US gov-
ernment for the smallpox vaccine, “Bavarian Nordic’s strat-

egy is to run Phase 3 of the prostate cancer vaccine until
data readout and then hopefully, based on attractive data,
we Wwill seek appropriate partners, such as a global phar-
maceutical company with the ability to achieve a world-
wide product launch,” said Hedegaard.

It was a complete focus on execution that enabled Ba-
varian Nordic to not only survive the typical pitfalls of bio-
tech, but to double its turnover and significantly improve
the bottom line. And now it's delivery time. Bavarian Nor-
dic has decided to merge and consolidate their production
facilities in Denmark in order to supply both the smallpox
and the prostate cancer vaccines.

In spite of all of Bavarian Nordic’s achievements, com-
municating this success to investors has been more diffi-
cult. “The government business gives a huge advantage in
many ways, but the challenge is to get investors to accept
it and rank it on par with a normal commercial market,”
said Hedegaard. Execution remains the priority to ensure
a sustainable business. Bavarian Nordic has a profitable
smallpox business but is still shepherding its prostate can-
cer vaccine candidate through Phase 3 trials and approval.

“The cash flow that comes from a business in infectious
diseases gives us a strong market position,” explained He-
degaard, who hopes that this will enable Bavarian Nordic
“to expand further, either in infectious diseases or cancer.
Having infrastructure in place and commercialized products
will help us open the business in new areas.”




art, with strong medical pro-
fessionals, a high level of sci-
entific leaders both at the uni-
versities and at the clinics, and
an overall strong infrastruc-
ture for clinical research,”
said Dorthe Mikkelsen, Se-
nior Vice-President Mid-Eu-

rope 2, MSD. Furthermore, From left: Pia Olsen Dyhr, Minister of Trade & Investmen
Christian Dyvig, CEO, Lundbeck Foundation; Anders Hedegaard, CEO  NJordics with Shire Plc. “That is
of Bavarian Nordic

the Nordics offer a good data
foundation. “Their registries

them to invest, explore and
discover, which we then found
was a good fit for us. Sweden
provides an environment in
which government incentiv-
izes companies to be innovative
and rewards innovation with
favorable taxation,” said Mary

t, Denmark; Di Marzio, General Manager

at the core of what the Nordic

are a goldmine for doing re-
search and developing new products,”
Mikkelsen said.

Clinical trials are also seen as another
avenue for innovation, with many compa-
nies breaking out of the traditional sales
model. “We see clinical trials as a positive
way to collaborate with health care pro-
fessionals,” Tommy Soéderman, general
manager Nordics, IPSEN, said. “In the
Nordics we have many of our own initia-
tives; for example, we are running clinical

trials on rehab patients recovering from
strokes at 30 sites in the Nordic region.”

The two countries are also a gold-
mine for acquisitions. Shire Plc recently
acquired Swedish biotech Premacure, a
biotech developing a therapy for the pre-
vention of retinopathy of prematurity,
currently in Phase II.

“Before Premacure became part of
Shire, the company was already sur-
rounded by an environment that allowed

GERMANY=Almost one million children and

adolescents sufferfrom. hay fever and'will do so
forthe rest of their lives, unless treated.

nations are encouraged to do
and are rewarded for doing.”

DENMARK: A LAND FLOWING
WITH MILK AND PHARMA

How has a nation of a modest 5.6 mil-
lion been able to build a pharmaceutical
industry that exported medicinal prod-
ucts worth USD10.1 billion (DKK 58 bil-
lion) in 20112 “It is a historical success
born through partnership between the
industry and the Danish government,”

J

DENMARK, /ALK has startéd supplying GRAZAX®
~th¢ worldis\first tablet-based grass pollen allergy
vaccine = out ¢f theirmodernised'facilities.
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== Denmark VS Sweden

Biogen Idec is building up a strong presence in both Swe-
den and Denmark. Sweden is a barometer market. Den-
mark is a manufacturing hub.

Johan Strom, managing director for Biogen Idec Sweden
What makes Sweden an attractive place to invest for
Biogen Idec?

“Many of my international colleagues say that changes
in the health care systems often happen first in Sweden.
One aspect is the value-based pricing & the reimburse-
ment system.

Another aspect is the regional health care structure in
Sweden with County Councils focusing on cost-contain-
ment measures, e.g. decentralizing costs to the clinics
and exploring new innovative pricing models.

There is also a strong ethical focus on the need for
open and transparent collaborations between the life sci-
ence industry and health care professionals. You have
to add value to the healthcare system, irrespective of
whether you are coming from the medical affairs depart-

ment or from sales or marketing. That makes the Swed-
ish business model very interesting for a company like
Biogen ldec.

Birgitte Thygesen, director, administration & government
relations, Biogen Idec Denmark

Hillerod, Denmark is home to Biogen Idec’s International
Packaging Manufacturing unit, Quality Assurance and Quali-
ty Control laboratories, and a newly constructed Large Scale
Manufacturing facility.

What makes Denmark an attractive place to invest for
Biogen Idec?

“For a pharmaceutical and biotech company, it’s extreme-
ly important that you manufacture products in a safe and
stable environment with access to a well-qualified work
force. Denmark has that. The country’s long track record
in biotech means that there generally is a good under-
standing of the business conditions needed not only for
research and development, but also for manufacturing
activities.”

=

Gain a consistent view of market dynamics
for confident decision-making

The pharmaceutical market is changing rapidly and growing
more complex. Healthcare stakeholders require a clearer
picture of market dynamics to better understand and
anticipate opportunities, and to respond to changes with

greater precision.

Ask IMS Health

We provide a range of decision support
tools and client services to help you
analyze product performance and
market trends - transforming
information into actionable strategies.

IMS Health brings this picture into sharp focus with its

leading pharmaceutical marketplace intelligence - at all

levels of geography - and ongoing investments in
next-generation market measurement services.

support@se.imshealth.com
+45 3815 4000
www.imshealth.com

IMS HEALTH TUBORG BOULEVARD 12, 2900 HELLERUP, DENMARK

imshealth

INTELLIGENCE APPLIED.




CEO-Talk

The two Danish pharmaceutical companies that grew big-
gest under far-sighted ownership have been Lundbeck
and Novo Nordisk. Focus Reports sat down with their
CEOs to discuss the companies’ recent successes.

Lars Rebien Sgrensen, President &
CEO, Novo Nordisk

Governments in many of your key
markets are pushing to cut expens-
es. How has Novo Nordisk coped
with this situation?

Ten years ago, our overall strategic
aim was to introduce new products,
but then we realized that because
of the financial crisis, societies were beginning to focus
more on cost-effective alternatives. If we only looked at
the very expensive end of the treatment then we would
be foregoing providing our
other customers with ge-
neric types of medication.

This also means that we
can now offer the generic
versions of Insulin at very
low cost; in fact the lowest
cost in the world. Because
of this we can also offer
our products to emerging
economies, and even to ex-
tremely poor countries.

We like to say that we can offer daily insulin treatment
at the same cost as a cup of coffee, anywhere in the
world. Coffee is very inexpensive in Brazil, so our insulins
in Brazil are also very inexpensive. Starbucks is more ex-
pensive in the US, therefore our insulins are more expen-
sive in the United States.

In order to do this well and make a business out of
it, large-scale manufacturing is required. Today, we
manufacture a little over 50% of all the insulin in the

v L)ys

Novo Nordisk manufacturing

world, providing approximately 20 million people with
their daily requirements of insulin, without which they
would die.

UIf Wiinberg, President & CEO, Lundbeck
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S You mentioned that in the post-block-

more products to market. To what ex-
tent do you need to transform the way
the company works to achieve this?
We decided to diversify the business
and turn from a European company
into a global one. This meant find-
ing products that have a potential of
around USD 200-300 million : such revenues still make a
product a good one for us.

To use an American baseball term, a blockbuster is
a “home run” product. We decided to go for base hits,
hoping that some would turn into home runs. Telling your

- R&D team that they are
only allowed to develop
blockbusters stifles inno-
vation and the ability to
move forward.

As part of the old
blockbuster model, all
R&D units were self-
contained and worked
secretly on their own. We
are trying to open up much more to partnerships in order
to go with the best science, which has led to a number
of collaborations and partnerships with academia and
small companies.

For instance, we have fantastic partnerships with
Takeda and Otsuka. Historically we have had a fantastic
partnership with Forrest. It is in this area that you can
have a more ambitious agenda, and at the same time get
the best knowledge, all while sharing the risk.

Lundbeck Headquarters

g
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said Minister of Trade & Investment
Pia Olsen Dyhr.

“Novo Nordisk, for example, ben-
efits from the government’s decision to
give all patients with diabetes access
to free medication. The company has
hence been able to build on the domestic
market before going global. In the same
way, Lundbeck and Leo Pharma ben-
efitted from Public-Private Partnerships
to build an export business.”

Another shared characteristic of Den-
mark’s top pharmaceutical companies is
that they are controlled by foundations.
As majority owner, the foundation usual-
ly decides who sits on the board, monitors
corporate activities, and helps whenever
the companies need support, including
financial backing for acquisitions. “This
model has a lot of potential for innovation
and the development of new drugs, some-
thing we couldn’t do to the same extent

if we were just focused on what the stock
market wanted us to do,” said Lundbeck
Foundation CEO Christian Dyvig. The
Lundbeck Foundation owns 70 percent of
Lundbeck’s shares and is majority owner
of ALK, a supplier of allergy immuno-
therapy products with a global market
share of approximately 33%.

Can the absence of the stock market
as a reality check lead subsidiaries to get
too comfortable where they are?
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" NO CONSENSUS ON CONSENSUS

An essential part of the Nordic model is strong cooperation
between industry and government. How do those at the front-
lines of the battle, the heads of the industry associations
representing innovative companies, judge the strength of the
cooperation in their respective countries?

Ida Sofie Jensen, director, Lif Denmark

| think we are good at having a dialogue
with one another. Our politicians are sen-
sible; they are not setting up walls against
the industry. They are in dialogue with us
and are ready to make Danish solutions.

Anders Blanck, director-general, Lif Sweden
It is very good. And it has to be, and that
is the problem. We have no conflict in Swe-
den. We hardly have any political conflict at
all; people do not like conflict. Even if you
disagree, you still make it sound as if you
agree. Because the system is consensus-
based, there is no political discussion on
where the healthcare system is going.

| Determined to succeed in MS

Biogenldec Sweden AB

Kanalvagen 12, 194 61 Upplands Vasby, Sweden.
Ph +46 8 594 113 60. Fax +46 8 594 113 69
WWW. i 0s.nu | www.bi

£402/90 | ZOLIE-AMS-ILINIW

| we ever stop
improving life?

biogen idec |

idec.se

“That is a risk,” Dyvig said. “Academic articles
on foundations describe the notion of the dead hand.
An owner with a dead hand loses dynamism in the
business. That’s one of the reasons that we like our
companies to be stock listed. The duality between
the long-term nature of the foundation and the
short-term nature of the stock market brings a lot of
benefit. It is in that friction that you end up having
the best results.”

PUSHING AND PULLING

Most stakeholders in the Danish and Swedish life-
sciences industry praise the outcome of concerted ef-
forts to set up the right pull-factors for innovation—
the framework to enable pharmaceutical research to
flourish. Finding consensus over the push-factors—
government’s willingness to pay for new innovative
products to be used by the healthcare system—is
much more challenging.

In Sweden Government spending on academic
research has increased significantly even through-
out the economic crisis, and in October 2012, the
government put forward its Research and Innovation

S IPSEN

Innovation for patient care

IPSEN, A GLOBAL BIOTECHNOLOGY SPECIALTY CARE GROUP, HRS CHOSEN AN ORIGINAL
DEVELOPMENT MODEL GEARED TOUARDS INNOVATION:

_—m Commitment to a dynamic.investment policy in Research and Development, with a focus on biotechnology
(peptides, proteins, steroids and sustained-release formulations)

o

m Specialization in four disease areas with high added-value (oncology, endocrinology, neurology, hematology)

ﬂandiﬁg sence in primary care
artnership policy with outstanding public research centers and international pharmaceutical companies.
ion is to become a global player in its targeted disease areas. Through its long-term development plans

the Group aims to transform its knowledge of life sciences into innovative medicines for both physicians and patients.




Stepping out of the shadow, technically speaking

NNE Pharmaplan traces its roots to a technical depart-
ment within Novo Nordisk. Spun off as an independent
entity in 1990 with its parent company retaining 100%
ownership, this pharmaceutical engineering and consult-
ing house has enjoyed great success. But as CEO Morten
Nielsen, explained the company never forgot its roots—
and has always championed the strong ethics and uniquely
Danish management style of its parent company. This is
NNE Pharmaplan’s growth story:

On winning business outside of Novo Nordisk: “Novo’s
growth phase between 2000 and 2003 precipitated high
growth in our own business. However, at the end of 2003,
when the project pipeline dried, we were faced with a harsh
wakeup call. We had to consolidate our business and sig-
nificantly reduce our headcount. At that point in time, we
realized we needed to build a sustainable business model
that was not dependent on Novo Nordisk. In 2006, we cel-
ebrated a milestone: for the first time, our quarterly sales to
external companies exceeded those to our parent.”

On accelerating growth: “In 2007, we bolstered our
growth by acquiring Pharmaplan. In that sense, you might
say that our company—in its current form—is six years old.
Pharmaplan was interesting for us because they had a simi-

lar story to our own: they were once a technical department
within Fresenius, a German medical care company. Through
the Pharmaplan acquisition, we integrated 350 fantastically
talented people into our organization, we entered highly at-
tracted geographies such as India and Russia, and we re-
inforced our presence in markets like France and the U.S.”

On differentiating from the competition: “One reason
for our success is the fact that both of the entities that
combined to form our organization came from within the
industry. That heritage gives us a great deal of credibility
among our customers. We are not a diversified engineer-
ing company. Many of our competitors are engineers that
developed expertise in pharma, while we come from the
other direction: by heritage, we are a pharma and biotech
company, which by coincidence has an interest in engineer-
ing and consulting.”

On the future: “We want to become the market leader in
pharma and biotech engineering. You might say that we are
already there—and yes, we are in the top three today, and
likely the number one focused company in the industry. But
globally, the market is absolutely huge, and our share of it
is only approximately six percent. There is still much more
of the pie that we can capture.”

We enable people
with life-altering conditions

to lead better

IVes.

Shire

To be as brave as the people we help.
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KOne for All, All for One

In the search for market share in Europe, the Nordics
pose an interesting opportunity for multinationals looking
to gain access to additional mature markets outside of the
traditional big five in Europe. “The countries of the Nordic
region combined form the 12th largest economy in the
world,” said Anders Lofgren, CEO of Nordic Drugs, one of
the biggest homegrown market access companies in the
Nordic region. “There are many companies that struggle to
deal with the practicalities of having a region that seems
to share so many similarities on the surface, but that on a
deeper level have significant differences,” he said.

“The investments needed to enter each individual coun-
try in the region are very high, and the process of setting
up local representation has to commence years before the
first product can be brought to market,” explained Lofgren.

It is this particular challenge that Nordic Drugs has
turned to its advantage: since its foundation in 1996, the
company has developed the expertise to take a product
through each development stage in each Nordic market,
as it is currently doing with Teysuno, an oncology product
from Japanese company Taiho Pharmaceutical Co.

J

NORDIC

DRUGS

The market
access
B company
8 for the

| Nordic

region

NORDIC DRUGS AB

Geijersgatan 2 A, SE-200 61 Limhamn, Sweden

+46-40 36 66 00 / info@nordicdrugs.se www.nordicdrugs.com

bill, under which USD 600 million will be spent between
2013-2016 to boost Swedish research capabilities. One of
the bill’s six focus areas is the life sciences industry.

At the same time, Sweden may soon link its existing val-
ue-based pricing system with international reference pric-
ing to cut drug expenditures. The pharmaceutical industry
warns this change would have an adverse effect on both the
attractiveness of Sweden as a market and as a location for
R&D activities.

“The focus is solely on the push-part of the business,”
said Anders Blanck, director-general of Swedish pharma
industry association LiF. “The government wants to build
the infrastructure for a well-functioning life-science sector
in Sweden, but does not want to talk about markets, about
using new products and paying for them.”

This is especially surprising for a country with GDP far
exceeding EU average. “Even though the Nordic region is
better off than the south of Europe,” IPSEN’s Tommy S6-
derman, said, “it has still been tough for the pharmaceuti-
cal industry, especially in terms of pricing for products that
have been around for a number of years.”

In some respects the Nordics even lag behind European
peers. “In terms of market uptake and penetration, it takes

Vaccines of the future

Bavarian Nordic is a global biopharmaceutical company
developing and producing vaccines for infectious diseases and
targeted cancer immunotherapies.

www.bavarian-nordic.com

BAVARIAN NORDIC




From left: Tommy Soderman, General
Manager Nordics, IPSEN; Tom Rénnlund,
General Manager Nordic & Baltic Region, IMS

a lot longer compared to other Europe-
an countries to get market acceptance
for innovative products,” Krumins of
Boehringer Ingelheim said, speaking
of Sweden. “It is much tougher now
than it used to be, because of the many
stakeholders at national but also re-
gional and local levels. Whilst we can
have products authorized and reim-
bursed, they might not be used by the
healthcare system at the regional level

or local level.”

Tom Rénnlund, General Manager
Nordic & Baltic Region for IMS,
agrees that the industry faces seri-
ous challenges. “Austerity measures
and efforts to reign in expenditures
on pharmaceuticals are coupled to a
longer-term trend of changing rules
for the way in which pharmaceutical
companies are expected to interact
with the healthcare system. This con-
cerns rules for meeting and interacting
with care providers, how companies
are able to arrange different kinds of
activities for GPs, etc in the Nordics.”

But this increased scrutiny also
offers an opportunity to the interna-
tional industry. “The change process,
especially regarding the evolving busi-
ness models, has been going on in the
Nordics for a little bit longer than in
other markets,” Ronnlund said. “That
allows the industry to be slightly ahead

13

TOP 10 COMPANIES IN THE NORDICS BY REVENUE

NOVARTIS

PFIZER

JOHNSON & JOHNSON
ORIFARM
GLAXOSMITHKLINE
ROCHE

MERCK & CO
ASTRAZENECA
SANOFI

ORION
Source: IMS MIDAS Quantum

of the game. Many companies have
also used the Nordic markets for pilot-
ing innovative approaches to act in the
best possible way in this environment.”

Part of the key to success is realizing
that traditional sales models no longer
work. “The times are over that you have
a detailed aid and sell something—that

Value through Innovation

After more than 125 years in the business, we’re still seriously inquisitive

- for our future generations' sake.
Boehringer Ingethelm has been a successful, Inde-
pendent, family-owned business since 1885, We
have always defined ourselves as a research-driven
company, serving people and animals threugh our

research into diseases and the development of new

drugs and therapies. With around 46,000 employ-
ees worldwide, of whom more than 13,100 are in
Germany, we = in the role of the partner of patients
- are working to produce innovative medicines for

better heaith.

www.boehringer-ingelheim.se

-~

Boehringer
Ingelheim
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does not fly anymore,” said Markku
Santonen, general manager Nordic &
Baltic, Amgen. “You need to under-
stand the medicine and the value the
medicine can add to a certain group of
patients.”

Amgen adapted its organization and
tactics in the region to meet the new en-
vironment. “It used to be more about
demand generation; this is no longer the
case in Scandinavia. We need to com-
bine the market access, health econom-
ics, and the commercial part. It is not
easy, but it is the way in which the Nor-
dics as a group are moving,” Santonen
concluded.

Is the ‘Nordic model’ really the key
explanation behind the remarkable suc-
cess of the Danish and Swedish life sci-
ences industry? In Denmark, coopera-
tion between government and industry
is praised by both sides, and it is safe
to say that it supported the industry’s

Nordic pharma report August 2013

From left: Markku Santonen, General

Manager Nordic & Baltic, Amgen; Morten
Nielsen, CEO, NNE Pharmaplan

focus on the long-term and on niche ar-
eas such as diabetes, CNS or allergy.

In Sweden, the situation is more
complex. Although the government has
set up a solid framework for innovation
to thrive and to support the life sciences
industry, satisfactory cooperation often
seems to be lacking.

“There are good initiatives in
Sweden,” said Ronnlund. “But they
sometimes feel a little bit like a late

wake-up call. Only when AstraZeneca
shut down a big chuck of its research
operations in Sweden the government
hurried to drum up plans and policies
around innovation. The Danish govern-
ment and their ambitions, working to-
gether with the pharmaceutical indus-
try association and other players, are
slightly more concrete.”

But the Nordic model is first and
foremost cross-country partnerships
like the Medicon Valley Alliance which
facilitate the convergence of technolo-
gies, clever networking and the con-
solidation of niches in which the Nor-
dics display a strong heritage. “That is
the process we are in now—building
up beacons, or areas with one shared
headline in which we combine different
strongholds and disciplines,” Jorgensen
concludes. As the Swedish band ABBA
would probably say, take a chance on
the Nordics. (@
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INTERVIEW WITH:

Interview with: Lars Rehien, CEO, Novo Nordisk

Lars Rebien, CEO - Novo Nordisk

novo nordisk

Focus Reporis: One of the biggest challenges
the innovative pharmaceutical industry
faces today are spending cuts of govern-
ments in developed markets. How has Novo
Nordisk coped with this situation?

We have made a strategic decision within
the last three to five years to offer a full
portfolio of our products;meaning that we
are not only today’s biggest generic manu-
facturer of Insulin, but we're also the big-
gest manufacturer of proprietor patent pro-
tected insulin, which gives us an
opportunity to offer cost-effective alterna-
tives to all societies. Ten years ago our stra-
tegic aim was to introduce new products.
But we realized that, because of the finan-
cial crisis, societies were focusing more on
cost-effective alternatives. If we were only
looking at the expensive end of the treat-
ment then we would be foregoing servicing
our other customers with the more generic
types of medication.

This also has the advantage that we can
offer the generic versions of Insulin at very
low cost, in fact the lowest cost in the
world. Because of this we can also offer our
products to emerging economies; even
extremely poor countries. So we aim to
offer daily insulin treatment at the same
cost as a cup of coffee, anywhere in the
world. Coffee is very inexpensive in Brazil,
so our insulins in Brazil are also very inex-
pensive. Starbucks is more expensive in the
US; therefore our insulins are more expen-
sive in the United States.

In order to do this well and make a busi-
ness out of it, large-scale manufacturing is
required. Today, we manufacture a little
over 50% of all the insulin in the world,

Lars Rebien, CEO - NOVO NORDISK

providing approximately 20 million people
with their daily requirements of Insulin,
without which they would die.

[ Up to what point do you think a company
can change the mindset of the people?
Building awareness and education is a pub-
lic obligation. However, in the area of dia-
betes we feel that we can help. In our case
it’s speaking to the ministry of health and
the other politicians about what we believe
is the best and most appropriate way of pro-
tecting yourself against diabetes—to avoid
getting diabetes in the first place, by exer-
cising, keeping a healthy diet, and living a
more frugal life. Whether the public at
large will accept this is another matter.

There are big unhealthy global trends of
urbanization, of modern diets, burgers, etc.
So we cannot say that we can change the
general trends but we can try to, in a way,
add the perspective that not only can you
protect your own health but you can also
combine that with living a life that is sus-
tainable from an environmental perspec-
tive. If you for instance, as I do, ride my
bicycle to work then you don't use gasoline
and you don’t produce CO2 while staying
healthy at the same time. Essentially, we
can kill more birds with one stone.

We try to relay this message, but it's
primed towards decision makers, politi-
cians and the press. In some cases we do

We aim to offer daily insulin
treatment at the same cost as
a cup of coffee, anywhere in the
world.



school programs and other awareness  Today, we manufacture a little over 50% of all

building programs, but we have to admit . .. .
& Pros the insulin in the world, and provide

that amongst the general noise in the
media world, we have little that we can  approximately 20 million people with their

hope to get across. Everybody in Denmark 711, o 0yivements of Insulin - without which

knows Novo Nordisk and knows about dia-
betes for that reason. This is different than
in most other countries, not only because
of our size but because outside of Denmark,
few know who we are.

FR: In addition to creating awareness to
build a stronger industry, how important is
it to have a more holistic approach to health-
care?

We have of course adopted the philosophy
that it is important to take a holistic
approach. Pharmaceutical companies
should be seen as part of the solution and
not part of the problem. So it is complex in
the sense that it is costly and risky to do
research on new products, and therefore
new products are very expensive. By adopt-
ing a full- line approach like we are doing,
we do not run into the ethical issue of only
servicing the rich and the wealthy.

We can service the European countries;
most of the health systems are socialistic
systems, where there's only one system. I
am expecting that this may change in the
future because the demands on the public
health sector in Europe will be growing and
for that reason there will be growing
demand for resources and growing demand
for new medication to solve problems. And
if we cannot raise taxes and tax the popu-
lation, where should the money then come
from?

The only way I can see that we can pro-
vide more funds for the healthcare system
is through building either insurance sys-
tems where individuals can make insur-
ance and thereby get access to better levels

they would die.

of care, or through increased co-payment
(which is not the case today, at least in this
country). Eventually the demographics and
the economic dynamism with lead in that
direction.

FR: Novo Nordisk did very well last year,
growing 12%. Looking to the future, what
are your expectations for 2013?

Our expectation for this year is that we will
be growing around 10%. There has been
health care reform enacted in America and
in several European countries that have
been reducing prices, which is negatively
affecting us. Nevertheless, we are introduc-
ing new products that give us a positive
impact on the pricing of our products. We
are also currently introducing a new group
of products in Europe, Japan, and the
emerging markets, which unfortunately
has not yet been approved in the United
States.

We're struggling a bit with getting
acceptance from the FDA for this new line
of products. We hope to have clarified this
year what types of data we need to provide
to the FDA to get approval. I anticipate that
we will be able to grow approximately 10%
per year in the near term. If we succeed in
getting this new line of products into the
US, then there's a chance we could grow
some more.
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Interview with: UIf Wiinberg, CEO - Lundbeck

UIf Wiinberg, CEO - Lundbeck
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Focus Reports: As the blockbuster sales model
begins to fade, the rush is on for a new for-
mula for growth characterized by niche, and
sustained growth that is more patient
friendly than patent-centric.

ULF WIINBERG: What you are saying is per-
fectly right. But to put some color to it, his-
torically companies only wanted to discover
But
when you look at the industry's productivity

and develop blockbuster products.

you don't really know if it has blockbuster
potential until you have an improved label.
So you have to define if there is a medical
need and, if it is early in development,
whether the biology suggests that the prod-
uct can meet the need in a different way
than other drugs.

Then you take it forward. If you say that
a difficult blockbuster has to generate more
than $1 billion in sales, then you perhaps
lower that threshold and say that it is still
worth developing for a couple hundred mil-
lion dollars in sales if it can help alarge num-
ber of people. Then you can still get lucky
and get a blockbuster out of it.

Lundbeck is trying to develop and bring
several products to market now whose
potential we estimate to be a couple hundred
million dollars in sales, but we don't quite
know yet whether a blockbuster will come
out of them. That has been the script that
we have followed. We have launched 5-6
products in the last few years whereas his-
torically we would only launch a product
once every 4-5 years.

We launch a number of products, we see
how they come in, develop, and come
through. Invery difficult fields such as CNS,
where no good biomarkers are available, the

Ulf Wiinberg, CEO - LUNDBECK

outcome of the phase trials become very
important. Hence only developing block-
busters becomes a difficult model to sustain.
That said, we still have products that we are
hoping to launch that may very well become
blockbusters. But the decision may come
about to still develop them even if they will
not turn into blockbusters.

FF: To what extent do you need to transform
the way the company works to adapt to this?
ULF WIINBERG: I started in 2008 and we were
mainly a European company with some
good businesses outside. We were very reli-
ant on Lexapro in the US, which Forest did
an excellent job of making a big success.
Having lost Lexapro to patent expiry in
2012, finding a new one is not something
you can do on demand.

So we decided to diversify the business
and turn from a European company into a
global one. This for us meant finding many
products that have that $200-300 million
potential, possibly more depending on how
we develop them. But those revenues still
make for a good product for us. To use an
American baseball term, a blockbuster is a
“home run” product.

But what we decided to do is go for base
hits and maybe some of them will turn into
home runs. We bought Ovation in the US,
and we launched several products of that
size. Now we are launching Anilify Main-
tena and Selincro, which we think will be
bigger products. And we expect to launch
our new anti-depressant towards the begin-
ning of next year, which we hope will be
another blockbuster.

We also have a stroke drug in develop-



wad | I

ment and if that works it is likely to be a
blockbuster. But regarding the innovation
approach, if you say to your R&D team that

they are only allowed to develop blockbust-
ers, then it will stifle innovation and the
ability to move forward.

As part of the old blockbuster model, all
R&D units were self-contained and worked
secretly on their own. What we are trying
to do is open up much more to partnerships
in order to go with the best sciences. So we
have number of academic and small com-
pany collaborations. We also invite part-
ners.

For instance we have fantastic partner-
ships with Takeda and Otsuka Historically
we have had a fantastic partnership with
Forrest. So that's where you can have a more
ambitious agenda, and at the same time get
the best knowledge and share the risk.

FR: How far is Lundbeck today from being
that global company that you wish Lundbeck
to be looking at the deals that the company
is able to conduct?

ULF WIINBERG: The deal with Ovation was an

_— .-
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absolutely crucial step in our development.
We can now do business development deals
on a bigger scale with global models and be
much more competitive when there is com-
petition for assets. In the Otsuka agreement
we are paying up to $1.8 billion for the rights
to two products in exchange for the rights
to up to three products from us - which they
already exercised on one drug.

That may have been the largest deal in
the CNS space. We could never have done a
deal like that if we were not in the US mar-
ket. We would never have been able to be
competitive without being able to include
the US market in our innovations to justify
development costs.

Prior to buying Ovation we could license
products in Europe, but now we can do
global deals. It doesn't mean that we will
only do global deals. After Ovation we did a
deal with Cephalon where we got their prod-
ucts for Canada and Latin America. We did
a couple of other deals that were not global
or big. But had we not established in the US
we would not have been able to go to for the
big deals.
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Pia Olsen Dyhr, Minister for Trade

Investment Denmark
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Focus Reports: Denmark’s growth strategy
is one of consolidation around sectors
where Danish companies already have a
strong foothold. One of these sectors is
without a doubt the life sciences industry,
as Denmark is home to some international
industry champions, and a dynamic life sci-
ences cluster. How do you explain Den-
mark’s historical success in life sciences?
PIANOLSEN DYHR: It is indeed a historical suc-
cess born through partnership between
the industry and the Danish government.
Novo Nordisk, for example, benefits from
the government’s decision to give all
patients with diabetes access to free med-
ication, so Novo Nordisk has been able to
build on the domestic market before going
global. In the same way, Lundbeck and Leo
Pharma benefitted from Public Private
Partnerships to build an export business.
Besides PPPs, Denmark offers very easy
access to high quality clinical trials and
highly competent people. In that way, the
local life sciences companies had a solid
base from which to grow.

Today, it’s thanks to these same assets
that we are able to attract FDI. Firstly,
many companies develops products and
services in collaboration with the public
and together they constantly deliver new
and better solutions. Secondly, thanks to
our social security number system and our
tradition of patient and population regis-
tration, we have access to data: a child
born in Denmark will enter our registra-
tion system and will be followed through
their life. This means that companies can

Pia Olsen Dyhr, MINISTER FOR TRADE INVESTMENT DENMARK

follow a disease pattern and cross-check
data to see if there is a relation between
the disease and where the patient was
born, where he went to school, if he lived
close to a factory, etc. Provided they fulfil
certain criteria and are specific in their
research, companies can have access to
this data. This is what makes us attractive.

FR: Denmark’s positioning is based on its
tradition for innovation. However, in a
global economy, most countries in Europe,
but also beyond, in Singapore, Korea,
China, are building knowledge-based econ-
omies, with life sciences as a pillar for
future growth. Why will Denmark succeed
where others might fail?

PINOLSEN DYHR: I cannot predict the future,
but the Danes have innovation in their
DNA. From a very early age in our public
schools (and most schools are public in
Denmark), you learn that you have to ask
questions, challenge the status quo, and
find solutions by yourself. And this is
what our Danish researchers and Danish
companies bring to the table: they accept
there is no standard solution, and know
how to look beyond. This spirit is what
gives us an edge.

Our research pointed to the fact that
investment from multinational companies
in the country was limited. Some execu-
tives explained this by the fact that they
saw little connection between investment
and commercial success. What is missing
to attract more FDI in one of the indus-
tries where the country is very strong, and




how are you addressing the situation?

Most MNCs are already investing in
Denmark, but I of course would like them
to invest more. The government is cur-
rently tackling this issue, and our strategy
has just been launched to improve the
framework conditions for the companies
in Denmark. Also we have organised a
growth team for the health- and welfare
technology area where were have invited
the government, the industry, and various
stakeholders to the table. All were wel-
come to come with suggestions, and share
the specificities of the sector, and what we
could do to help. Taking outset in the rec-
ommendations given by the growth team,
the government is currently working on a
growth plan for the health- and welfare
technology area.

The feedback from the industry was the
following: having access to high quality
public research and a cluster of educated
and highly qualified people is crucial for
them, and that’s the reason why many
companies have already established them-
selves in Denmark. Companies such as
BGI and Biogen Idec have chosen Denmark
because of the level of research at the Dan-
ish universities, the level of interactivity
they can have with researchers and access
to qualified labo. In the future, the two
angles on which we will be working are
reduced taxation on R&D, and continuing
to raise education levels to further
increase our competitiveness.

FR: In a few words, how would you like Den-
mark to be perceived in the world?

PIA OLSEN DYHR: T would like people to see
us as creative, innovative, thinking out of
the box. I thought everyone knew we had
one of the strongest life sciences clusters
in the world but I found out that this is
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The Danes have innovation in their DNA. From

a very early age in our public schools (and most

schools are public in Denmark), you learn that
you have to ask questions, challenge the status
quo, and find solutions by yourself.

not the case, even though the The World-
view Report and Bio-Innovation Scorecard
presents us as number one in Europe and
second in the world after the US. We have
all the assets; it’s just a matter of telling
the story.

FR: Is there such a thing as “the Danish
model,” and if so, what can the world learn
fromit?

PIA OLSEN DYHR: Denmark’s foundation is
a well-established welfare state, where
everyone has free and equal access to
healthcare. This creates a society where
people are safe. Even if we sometimes take
it for granted, this safety net creates a cul-
ture where people are more willing to par-
ticipate in the community as well. Also,
we have free access to education from
kinder garden to university, which means
Denmark is a true meritocracy. We get the
best brains since no potential is lost
because of people couldn’t afford to pay
for their education. Foreign investors
often think that Denmark is an expensive
country with high taxes — but the truth is
a lot of services are free — so in the end,
the Danish model is also cost effective.
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Interview with: Stig Jargensen, CEO -

Medicon Valley Alliance

Stig Jergensen, CEO - Medicon
Valley Alliance

medicon valley a

Ereating Opportunities

Focus Reports: Could you please explain to
our readers what Medicon Valley Alliance
is and what its main objectives are?

STIG JORGENSEN: Medicon Valley is com-
posed of Zealand (Danish region) and the
southern part of Sweden. In the late
1990s, during the planning of the Ore-
sund Bridge that connected Denmark and
Sweden, a decision was made to take
advantage of the bridge and create a clus-
ter, which is known as Medicon Valley
today.

Medicon Valley Alliance (MVA) is an
alliance that aims to create the right envi-
ronment to attract talent. MVA includes
the major stakeholders within life sci-
ences: the regional governments are rep-
resented in our board, as well as all the
universities that offer life science educa-
tion and research, major pharmaceutical
companies, biotechs, medtechs, CROs,
CMOs, and five science parks.

Although our main objective is attract-
ing talent, we also intend to sustain and
expand our vibrant industry. Denmark
has a world-class pharmaceutical industry
with companies like Novo Nordisk, Leo,
and Lundbeck. Regardless of this strong
positioning, our politicians should remain
concerned about how to preserve the jobs
that the industry generates in our coun-
try, within the context of our globalized
world. We believe that we need to create
and maintain jobs here. That is what con-
tinues to grow our economy.

Novo Nordisk or Leo Pharma are global
companies and will analyze two main fac-

Stig J@rgensen, CEO - MEDICON VALLEY ALLIANCE

tors in order to increase their market pres-
ence: access to population and talent.
Denmark is a small country, so our main
competitive advantage should be access to
talent. Talent is the fuel of our ecosystem.

FR: The talent topic is all the rage today,
but there are other countries that are
almost trademarked for it, i.e., Singapore.
How do you deal with that competition?
STIG JORGENSEN: This is a challenge. How-
ever, we have top-notch universities older
than Harvard or MIT. Despite our long
tradition of scientific acumen, we cannot
sleep in our laurels and need to move for-
ward.

But there are many components in
addition to importing talent. In order to
succeed it is crucial to have the environ-
ment, the right innovative culture and an
entrepreneurial spirit. Our flagship cor-
porations play a very significant role in
stimulating entrepreneurship and innova-
tion. However, to further foster talent we
need to have job opportunities and supe-
rior framework conditions.

Still, the main challenge for Denmark
is to expand our appeal for talent. That is
what we are trying to promote.

Having a competitive talent strategy is
intricate. With all of our affiliates we are
trying to make this cluster flourish.

FR: What will it take for Medicon Valley to
stay competitive and attract talent?
STIG JORGENSEN: The main challenge for

Denmark and Sweden is to maintain jobs.
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with fewer taxpayers there will be less than Harvard or MIT. But despzte our long
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d h, and less talent. .
and resealchl, and ess talen in our laurels and need to move forward.

In Medicon Valley, as in all the other
clusters in the world, we are competing for
the same talent; therefore we have to have
a distinct strategy.

Ours focuses firstly on the most com-
plex things. We cannot compete in terms
of volume and economy of scale; hence we
need to work together and collaborate.

In this regard, Scandinavia has a com-
petitive advantage. Other countries have
a very individualistic mindset and their
culture revolves around competing with
each other. Due to our collective culture,
our mindset enables us to unite doctors,
engineers, and business people to work
together. All this disciplines collaborating
and working in the same domain is where
innovation will flourish.

We also have an advantage in conver-
gence. We have the big technologies areas:
medtech, IT, biotech, and nanotech con-
verging into different sources and prod-
ucts.

The third area is clever networking
since we would like to collaborate with the
rest of the world. Our aim is to link our-
selves with the best biotech hubs around
the globe and strengthen our competen-
cies.

For this reason, we started an ambas-
sador program, which consist of posting
MVA’s ambassadors around the world
responsible for forging alliances. Cur-
rently we have ambassadors in Japan,
South Korea, and Boston. We will soon
appoint two additional ambassadors, one
in San Diego and one in China.

The fourth and final point of our strat-

egy is specializing and consolidating
niches in which the region has a strong
heritage. We are currently in the process
of building up beacons, or areas with one
shared headline in which we combine dif-
ferent strongholds and disciplines.

FR! Can you elaborate further on the bea-
cons you mention?

STIG JORGENSEN: One of these beacons will
be drug delivery. For this, we are setting
up a center for drug delivery with univer-
sities and leading companies. The center
will focus on membrane transport, spe-
cifically for biological and subsequent tar-
geting.

We will invest significant amounts to
funnel different disciplines from the pub-
lic and private sector and work together
in the same shared environment in order
to fertilize and stimulate this area, con-
verge technologies, and link these beacons
with the best centers around the world.
We want Medicon Valley to be known as
a world center for drug delivery and for
targeting new compounds.

While this is our first beacon, we are
interested in having three to four more.
Currently we are studying nine potential
candidates. From those we will choose
four. We will invest significant private and
public resources in these areas in order to
create a world-class environment. This
will raise the attractiveness of Medicon
Valley and step up our ability to attract
the best global talent to the region.
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Martin Olovsson, Managing Director

- AstraZeneca Nordic Baltic

<<3]* Focus Reports: You recently referred to  authority plays an important role in
AstraZeneca Z Yy y play P

AstraZeneca as the locomotive of biosci-  Europe. The issue is that incentives for
encein Sweden. Canyou elaborate onwhat ~ Sweden’s healthcare to contribute to
you mean by that, and the role that yousee  research are not as strong as it needs to
for AstraZeneca in pushing this develop-  be. The output of clinics and hospitals are
ment forward? not measured at all by the amount of clin-
MARTIN OLOVSSON: AstraZeneca has a sig-  ical research they produce, so unfortu-
nificant R&D presence in Sweden. We cur-  nately clinical research has ceased to be a
rently have more than 2,300 researchers  high priority within the healthcare. Basi-
at our site in Mélndal, which include 30  cally, the drive for efficiency and produc-
professors, 560 PhD’s and 250 researchers  tivity squeezes clinical trials out of the
from 30 different countries. The Mélndal ~ system. In order to ensure that Sweden
site is responsible for 22% of the compa-  has stronger motivation to do clinical
ny’s R&D spend, and is chosen as one of  research in the future, the country needs
three key hubs, alongside Cambridge (UK)  to build positive incentives for the health-
and Gaithersburg (US). In addition to  care system to not only provide care, but
R&D, AZ have in Sweden a major manu-  also produce research for tomorrow’s med-
facturing site, responsible for over US$6  icines and treatments.
billion in export in 2012, thereby repre-
senting a significant portion of Sweden’s [ Do you think that Sweden, a successful
total trade surplus. Sweden represents  and developed market and a country with
~1% of AstraZeneca’s total sales turnover,  high quality of life, has a certain level of
but in the added value we bring to the  complacency with regard to reforming sec-
country within R&D and manufacturing  tors such as healthcare?
by far exceeds these 1% - that’s why [ feel =~ MARTIN OLOVSSON: There are signs of some
the term the locomotive of Swedenlifesci-  complacency at the political level in my
ence industry is well grounded. view. Even when issues in today’s health-
care are debated, many tend to take a posi-
FR: This commitment to R&D investment  tion that Swedish healthcare is world
in Sweden comes at a time when we see  class, now and forever. What is worrying

clinical trial numbers dropping in the coun-  is the level of implementation of new
try, yet rising in neighbouring Denmark.  treatments; expenditures on new medi-
How would you rate the climate for con-  cines last year were extremely low. Ten
ducting clinical trials in Sweden today? years ago, Sweden would have been con-

MARTIN OLOVSSON: The primary reason for  sidered a country where new medicines
us conducting clinical trialsin Swedenthe = were introduced relatively quickly, but

last few years is that our regulatory  today this process is much slower com-

Martin Olovsson, ASTRAZENECA



pared to countries like for instance Den- There are SingS of some complacency at the

mark, which might see the introduction

of new products as much as 2 years carlier  POlitical level in my view. Even when issues in

than Sweden.

today’s healthcare are debated, many tend to

FR: What led to Denmark developing in take a position that Swedish healthcare is

such a different way to Sweden in recent
years?

MARTIN OLOVSSON: The attitude towards
innovation is more positive in Denmark.
And the debate on patient health is stron-
ger. Attitudes towards pharmaceutical
spending in Sweden have taken a very neg-
ative turn. Budgets are delegated to a very
low level in the hierarchy. Fears of an ever
expanding medicines bill have imposed
management systems, which has gone to
the extreme. This fear does not match the
reality of the situation; last years, there
have been more funds left in the budget
than anticipated. This is not commonly
known.

FR: Do you think that as a part Swedish
company, AstraZeneca has a special
responsibility to change that attitude
towards innovation?

MARTIN OLOVSSON: It is in my view our
responsibility to voice concerns if we see
things that are blocking adequate imple-
mentation of innovative medicines that
improve patient health. At the end of the
day we should put the health of patients
first. Our mission is to provide great med-
icines that improve patients’ health. If
that becomes difficult due to choices made
over healthcare policy, then it is our job to
voice our concerns. We do that mainly
through discussion and collaboration.
People in Sweden and the Nordics tend to
be collaborative, so we try to discuss our
way around potential difference of views,
but we don’t shy away from taking a stron-
ger stands when needed.

world class, now and forever.

FR: You were appointed 3 years ago to lead
the Nordic and recently the Baltic coun-
tries. What are your key ambitions with
regards to growing the operations in the
coming years?

MARTIN OLOVSSON: There are some areas
where we have very high aspirations, such
as making Brilique a leading treatment in
ACS; it has the evidence to support it and
it makes a big difference to patients.
AstraZeneca also have an important col-
laboration with BMS in the area of diabe-
tes. We aspire to be leaders in this disease
area, knowing that competition is fierce
and specialised companies such as Novo
Nordisk are there. Together with BMS, we
are the first to offer a great medicine in
each of the innovative classes of diabetes
treatment. Moreover, AstraZeneca has a
very strong respiratory and inflammation
pipeline; we have novel treatments in gout
and collaboration with Amgen in inflam-
matory diseases. We are also accelerating
assets in our oncology pipeline; oncology
is an area where we have a great heritage
but also a few disappointments a few years
back. But what we see from for example
ASCO this year, illustrates clear ambitions
to accelerate exciting medicines in our
oncology pipeline. We also have an excit-
ing infection portfolio, but in my opinion
it requires a go-to market or collaborative
model that is different, not naturally
existing today.
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Dorthe Mikkelsen, Senior Vice
President Mld-Europe 2-MSD

€9 MSD

Focus Reports: The global sales of MSD in 2012
were USD 47.3 billion, an increase of 2%.
What was the performance of the market and
which were the countries that were the most
important to the growth of the region here?
DORTHE MIKKELSEN: MSD’s Mid Europe 2
region consists of 10 countries, most of
them clustered around the Nordics, which
include the Nordics, the Baltics, Switzerland
and Austria. There is a difference in size
across the countries; the largest markets are
Switzerland and Sweden, followed by Aus-
tria and Finland, and then Norway and Den-
mark. The countries are in a market that's
flat, so growing is a bit of a challenge.

However the region has a number of
strongholds. The MER2 countries are on the
forefront when it comes to innovation.
According to the 2013 innovation ranking
form the European Commission there are
four MER2 countries among the five most
innovative countries in Europe! This is
important because the ability to utilize new
technology and translate innovation into
practical solutions for patients and society
are essential to creating sustainable future
healthcare systems.

FR: Given that these mature markets have a
flat growth, what is still the appeal of the
markets like these versus those of emerging
markets?

DORTHE MIKKELSEN: As we look at health care
expenses, Health care expenses are growing,
and pharmaceutical expenses would also be
growing, except that now we see more and
more measures being put in place that are

Dorthe Mikkelsen, SENIOR VICE PRESIDENT MID-EUROPE 2 - MSD

straining the pharmaceutical industry. As
an industry and as a company we under-
stand very well that there are difficult times
in Europe, there is a financial crisis, there is
a challenge to government’s healthcare bud-
gets, as well as other factors, such as the
trend of aging populations that are also put-
ting pressure on the healthcare sector.

We are prepared to take our role in this,
however it must be proportionate with what
medicines represent in overall healthcare
expenditures. The fact is that pharmaceuti-
cal expenditures are only a small part of the
total healthcare budget. According to OECD,
healthcare related costs represents 10% of
the total GDP, 15% of this comes from phar-
maceuticals and only half comes from new,
innovative products.

The pharmaceutical industry is the larg-
est contributor to the trade balance in
Europe and the number of patent applica-
tions last year reached an all-time high. We
need to convince governments that the
pharmaceutical industry is not part of the
short-term economic problem, but part of
the long-term economic solution.

FR: Every executive talks about innovation
and access to medicines. Without using the
word innovation, how does MSD differenti-
ate itself?

DORTHE MIKKELSEN: It's very difficult to
answer that question without the word
innovation. Our reason to exist is the dis-
covery and development of drugs. That will
not change. What we can do to compete well
in the environment is to bring those prod-



ucts into the market well, complement prod-
ucts with services and solutions and docu-
ment how the products are going to work in
real life.

In Sweden, MSD has just established a
support program for type-2 diabetes
patients, who have been prescribed one of
our diabetes treatments. The aim of the pro-
gram is to improve treatment outcome and
patient health by lifestyle changes and
improved adherence to medication by
empowering and supporting patient to self-
care. This is an excellent example of an ini-
tiative that provides better life quality for
patients and better economy for society.

FR: While the pharmaceutical industry is a
business, you are also committed to help cur-
ing society. In this dichotomy, what is a first
solution?
DORTHE MIKKELSEN: There are a lot of syner-
gies here. Instead of seeing opposites, con-
flicting priorities, or conflicting objectives,
I see this as common objectives to a larger
extent. If we can look at what innovative
products bring to the health care systems,
in many cases improving productivity and
effectiveness in the health care system is
coming from introducing new technology
and new medicines that will help improve
the effectiveness of the health care systems.
In this perspective, the patient will ben-
efit and governments will be able to deliver
on the health targets that they have set up
in their countries. The second thing for this
industry is the innovation and research that
it brings, which are subsequently translated
into products. Research and innovation is
along, ongoing process that also takes place
in collaboration with different stakeholders:
researchers, academia, universities, top sci-
entificleaders and health care professionals.
This interaction in and of itself adds alot of

value to any society that welcomes innova-
tion.

Linked to this is a third element: the
industrial and trade perspective. That is
important in those countries where you
either have a domestic industry or attract
FDI from pharmaceutical and biotech indus-
tries.

R Speaking about this third element, how
do you grade Denmark and the Nordics in
general in terms of attracting investments?
DORTHE MIKKELSEN: Several criteria deter-
mine where to place investment, one of
them is the market conditions. Market size
and opportunity are very important.

Another dimension worth looking at is
specific capabilities or competencies. Here I
would highlight that MSD is on alarge scale
investing in clinical trials in the Nordics;
about 10% of all of MSD’s trials are being
conducted in the Nordic region, which is
obviously due to the attractive environ-
ment.

Attractiveness relies on a health care sys-
tem which has to be state of the art, with
strong medical professionals, a high level of
scientific leaders, both at the universities
and at the clinics, and an infrastructure
where you can conduct clinical research.

Furthermore, the Nordics have a good
data foundation in the registries that is
potentially a goldmine for doing research
and developing new products. If you deliver
on those criteria then both retaining and
attracting investment is possible.

There is competition in a global world, so
it's not simple. The message that we keep
sending is that we should not become com-
placent by just delivering on the criteria
mentioned. If we do that in a globalized
world, investment may go elsewhere.
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General Manager Nordics - Shire

Mary di Marzio, Senior Director,
General Manager Nordics - Shire

¢Shire

Focus Reports: In terms of revenue growth,
Shire’s new CEO Flemming Ornskov empha-
sized his focus on Asia and Latin America.
Where does that leave the Nordics?

MARY DI MARZIO: The Nordics came to be by
looking at the products that we already
had, but also by looking down the line.
Products for ADHD are a huge part of our
business and identity and the ADHD mar-
ket in the Nordics is very well developed in
terms of the diagnosis and treatment of
patients.

There are guidelines, and competitive
products are doing very well. Because
ADHD is such a big part of what we do, we
wanted a clear strategy for launching our
products, particularly Elvanse, one of our
top products.

We were generating important revenues
with our internal medicine products and
the rare diseases had already been doing
extremely well here, and these products
had given us the opportunity to learn a lot
about the regulatory processes and the
environment, and it gave us an opportunity
to get an insight at the potential of the
ADHD-market.

FR: It quickly became clear that now was the
time for Shire to enter the Nordic market.
MARY DI MARZIO: This is a well developed
market in ADHD. What is the value that
Shire adds for the Nordics?

Our competitors have been doing great
work. Shire comes with a package of a dif-
ferent type of product though. We like to
say that, if you have seen one ADHD
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patient, then you indeed have seen only one
ADHD patient. Everyone is different and
needs to be treated as an individual.

Shire a pipeline of products and experi-
ences garnered through many years of
experience in the US and other markets.
We bring the first long-acting amphet-
amine stimulant to this market. We also
took over a Equasym from UCB, a product
that fits very well with the menu of medi-
cations that ADHD patients need for better
treatment.

For optimal treatment, the patient
needs methylphenidate, an amphetamine,
and a non-stimulant. Shire has all three
types of products. In the Nordics they are
either already on the market or soon to be
launched.

Equasym is on the market throughout
Europe, and we are currently introducing
Elvanse in most European markets, follow-
ing launches in the UK and Denmark ear-
lier this year. Denmark was the second
market in all of Europe to have Elvanse
launched, and we are now preparing to
launch in Sweden.

The company has put a lot of emphasis
and priority on responding to ADHD
patients in the Nordic countries. We also
have in our pipeline, which is available in
the US, Intuniv, a non-stimulant.

We offer a full menu of products as well
as experience and services that we can con-
tinue to bring to physicians and patients
in the Nordics. This is one area where we
can continue to support ADHD patients
through innovation and collaboration.



FR: One topic that has divided the industry
is how innovation is rewarded in the Nor-
dics. One pool says that the focus is too
much on price and not enough on innova-
tion. Others say that the Nordics is the best
place to launch a product because it is where
you get very fast market access for innova-
tion. What is your opinion?

MARY DI MARZI0: I am very familiar with the
challenges of obtaining reimbursement.
And aproduct can’t get accepted into a mar-
ket unless it has a significant level of reim-
bursement.

In Denmark you post the price that you
want to be reimbursed at — and then a deci-
sion is made on the level of reimbursement
you achieve.

That is too extreme. A company needs
to be able to show value for their product.
We put together an extensive value dossier
for Elvanse which we are using for our pric-
ing and reimbursement negotiations in the
Nordics.

We worked with local consultants to
build this dossier to make sure it’s appro-
priate for Nordic markets, and many say
that the data is incredible. That is what a
company needs to do, of course while being
cost-conscious along the way.

Ultimately you and I are consumers as
well. We are selling products, but on the
other end our families are also consuming
products. It’sincumbent upon pharmaceu-
tical companies to be able to provide the
studies to show why their product should
be able to achieve a certain price and level
of reimbursement.

R What makes home grown innovation in
the Nordics so successful compared to a
country such as France, for example, which
has not had much innovation in recent
years?

MARY DI MARZIO: Before Premacure became
part of Shire, the company was already sur-
rounded by an environment that allowed
them to invest, explore and discover, which
we then found was a good fit for us. Sweden
provides an environment in which govern-
ment incentivizes companies to be innova-
tive and reward innovation with favorable
taxation. That is at the core of what the
Nordic nations are encouraged to do and
are rewarded for doing.”

R Where do you want to have taken Shire’s
operations five years from now?

VARY DI MARZIO: Twould like to see us estab-
lishing ourselves as a credible partner with
a long-term vision of how we continue to
work to improve the quality of life of
patients in the Nordics.

I'm usually known as the trouble
shooter. [ come in, face the problems, fix it
all, walk away and allow the next person to
claim that all is good and well. I'd like to
be back and watch the revenues grow and
track the continued growth of what we
started to build here, as well as the enthu-
siasm that the Shire Nordic team has.

This team has already won awards
within Shire for innovative ideas and ways
to approach the customers and physicians.
I want to continue to see the Nordics stand
out as the team who did and succeeded at
X, Y, and Z things for the first time.
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Company index

ALK 59
Amgen ... 14,25
AstraZeneca..........ccccevrreieenenn. 14,24,25
Bavarian Nordic ...........cccceeviiiiinnnnn. 6,7
Biogen Idec ..........ccceeiiiiiiiiiiiiininnnees 8 .21
Boehringer Ingelheim ................... 6,13
Cephalon ........cccoooeiiiiiiriiiirrrre, 19
Forest ... 18
Fresenius ........ccccceiiiiiiinnicnnncnnnn, 1
IMS .. 13,22
IPSEN ......oooree e 712,13
Leo Pharma ..........cccceennnnnnes 5,9,20,22
Lif Denmark .......cccooviiiiiiinicee 10
Lif Sweden .......ccooceiiiiiiiinies 10,12
Lundbeck Foundation ...................... 79

Medicon Valley Alliance ....... 6,14,22,23
Minister for Trade & Investment ..........
................................................... 79,20,21
MSD ... 6,7,26,27
NNE Pharmaplan ............ccceeeeeeeees 1,14
Nordic Drugs .........cccooiiiriirnnnnennnnnnns 12
Novo Nordisk ...... 5,9,11,16,17,20,22,25
Otsuka ........ccooviieiieiieeees 9,19
Ovation ........ccoccvvmmerieinnneen 18,19
Premacure ..........coooeiiiiiiiiiiiiiins 729
Shire ....ccoviii 6,7,28,29
Taiho Pharmaceuticals ..................... 12
Takeda .......ccocummmmmrmrrrireee 9
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