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Background and Company Performance
Industry Challenges

Mechanical ventilation is essential while taking care of both, critical and chronically ill
patients with trouble to breathe. Ventilation, however, has its set of risks and challenges.
Long-term uses of ventilators are known to cause a range of health complications such as
ventilator-associated pneumonia and other lung infections. Another key challenge lies in
the weaning of patients from invasive ventilation. It is estimated that owing to
complications in the weaning process, 33% of patients cannot be weaned on the first
attempt. There is also a need for neonatal and pediatric-specific ventilators owing to the
risks involved in using dual adult and pediatric ventilators.

Ventilators used by paramedics for transporting patients to the hospital need to be
portable, energy efficient, and easy to use. Transport ventilators also need to record
patient parameter data in real-time to facilitate documentation.

Advances in ventilation technology need to address the risk of complications. Use of non-
invasive ventilation technology addresses the risk of invasive ventilation and enables
smoother weaning of patients. Neonatal and pediatric ventilators play a key role in
compensating for leaks while ensuring prompt reporting of complications.

Product Family Attributes and Business Impact
Match to Needs

Drdger’s critical care ventilator portfolio includes the Evita Infinity V500, the Babylog
VN500, the Savina 300, and the Carina. On the transport ventilation side, Drager currently
offers the Oxylog 3000plus with plans to introduce a new transport ventilator in 2017.
With a revenue market share of 21% in the United States, Drager’s critical care ventilators
and customer support are considered best-in-class by a broad range of care providers
such as hospitals, health systems, and other care facilities.
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There exists a critical need for neonatal ventilators in the North American market.
Ventilators need to deliver volume and pressure for the infant, while compensating for
leaks as the endotracheal tubes used on infants do not have cuffs, to prevent any damage
to the airways. Most infant-to-adult ventilators cannot compensate for the same. The
Babylog VN500 pediatric and neonatal ventilator of Drager addresses this demand. The
Babylog VN500 offers both, volume and pressure ventilation modes with leak
compensation. The ventilator also offers invasive and non-invasive ventilation as well as
0O, therapy. The ventilator is fitted with alarms and monitoring tools that are calibrated for
neonatal and pediatric patients - being essential for the timely reporting of complications.

Reliability and Quality

Drager’s ventilators are prominently known in the North American market for their
reliability factor and high conformity to quality. An evaluation carried out by the ECRI
institute on top critical care ventilation models, resulted in the Evita Infinity V500
receiving an “Excellent” rating in the areas of performance, workflow, interoperability and
safety. The Evita Infinity V500 is compliant with the International Organization for
Standardization (ISO) standard ISO 80601-2-12:2011, Medical Electrical Equipment -
Particular Requirements for Basic Safety and Essential Performance of Critical Care
Ventilators. According to ECRI data the cost of acquisition and maintenance of the Evita
Infinity V500 is also lower when compared to competing intensive care ventilators.
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Drager’s automated SmartCare/PS knowledge-based weaning software incorporates a
weaning protocol with the flexibility to individualize care through configurable patient
parameters. The Smart Pulmonary View also offers the ability to transform patient raw
data into visual information by the patient bedside. This helps in improving workflow
efficiency of intensive care unit staff while alerting clinicians to changes in patient
pulmonary status in real-time. The Evita Infinity V500 can also be optionally installed with
a turbine driven air supply source, thus providing independence from central gas supply
systems. The Evita Infinity V500 can be scaled to suit the needs of small community
hospitals as well as health systems and university centers alike making it a versatile
product.

Positioning

Drager ventilators are both, compact and efficient and can be employed in a wide variety
of care settings, notably long-term and chronic-care facilities. With a greater emphasis on
managing care outside the hospital settings, there is a need to share and analyze patient
parameter data to optimize treatment protocols, enable faster discharges and lower
readmission rates. Drager places a strong emphasis on easy transfer, storage and analysis
of data which is critical in improving the overall quality of care provision.
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Design

An example of robust design by Drager is its Savina 300 ventilator. The Savina series of
ventilators which represent Drager’'s workhorse ventilator models have logged around 400
million hours of therapy time globally and are held in high regard by care providers, as a
gold standard for quality and reliability. The Savina 300 is built on Drager’s unmatched
experience and offers best-in-class safety and efficacy features. The Savina 300 features
an open breathing concept that allows patients breathe freely anytime during the cycle at
any pressure level. The Savina 300 also offers full non-invasive ventilation capability that
helps reduce intubation and infection rates. The turbine driven ventilation system of the
Savina 300 ensures independence from central drive gas supplies or external
compressors, making it an ideal choice in locations where hospital infrastructure remains
incomplete.

In the transport ventilation space, the Oxylog 3000plus offers best-in-class ventilation
technology for paramedics to safely transport patients. The Oxylog 3000plus offers a
range of volume and pressure ventilation modes as well as non-invasive ventilation with
best-in- class leak compensation. The signature feature of AutoFlow enables paramedics
to provide volume-controlled ventilation with minimal peak inspiratory pressure for
advanced patient care. The Oxylog 3000plus also offers integrated capnography and
comprehensive data export functions that export ventilation parameter data to external
monitors and data management systems in real time. The data can also be transferred to
DragerService, a tool used for technical analysis and biomedical support.

Product/Service Value

Drdager offers 24/7, 365 days a year intensive care online (ICON) support services to a
broad range of care providers across multiple care settings in North America and the UK.
Care providers can receive clinical, equipment and software support either through an
online platform or via telephone conversations with trained clinicians.

Drager also offers educational webinars to educate care providers on new trends and
technologies. The company’s online education portal which is accredited for Continuing
Respiratory Care Education credit (CRCE) with the American Association of Respiratory
Care currently comprises of 28 lectures. The major advantage of this portal is that care
providers can access these lectures remotely and at a time of their choice. This results in
significant cost savings as care providers no longer need to spend money and time on
travel, lodging, and other expenses.
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Customer Commentary - As Provided by Drager to Frost & Sullivan

“"Dréager is not just the manufacturer of our mechanical ventilators; they are our partners in
care. Working with Drdger over the last four years I have experienced a company that
listens to their customers and takes our opinion or concerns seriously. Whenever we need
product support, Drédger is responsive and makes sure we have the resources necessary to
provide the high quality care that our patients deserve.”

Dave Crotwell, RRT-NPS, FAARC

Director Respiratory Care

Seattle Children’s Hospital

"I am long time user of Drdger mechanical ventilation products and I find them to have
excellent quality and to be innovative in their approach to mechanical ventilation. They offer
the features I need to deliver the best care possible for my patients. The Drdger team
always provides me with excellent customer service and the educational support I need”.
Melissa Brown BS, RRT-NPS, RCP

Advanced Clinical Research Coordinator

Sharp Mary Birch Hospital for Women & Newborns

"We are pleased to have Drdger as a Preferred Pediatric Program Product supplier and
excited to learn of their Frost and Sullivan recognition. The Preferred Pediatric
Program brings together the pediatric products and services offered throughout our national
sourcing platform into a highly focused pediatric portfolio. We are proud to collaborate with
Dréger to support and highlight quality pediatric products that help hospitals provide
exceptional care for their smallest patients.”

Michael Ainsworth

Vice President of Sales & National Accounts- Children’s Hospital Association

Vizient
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Conclusion

Drdager is a leader in the North American ventilator market. The company’s ventilator
portfolio includes a broad range of ventilators that address critical care, transport care and
neonatal care requirements. Drager has built on years of experience in the ventilator
space, drawing feedback from customers on designing ventilators that are compact and
efficient. Drdger also offers robust support services as well as educational webinars to
care providers as part of its broader effort to work more closely with end-users.

With its strong overall performance, Drager has earned Frost & Sullivan’s 2017 Product
Leadership Award.
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Significance of Product Leadership

Ultimately, growth in any organization depends upon customers purchasing from your
company, and then making the decision to return time and again. A comprehensive
product line, filled with high-quality, value-driven options, is the key to building an
engaged customer base. To achieve and maintain product excellence, an organization
must strive to be best-in-class in three key areas: understanding demand, nurturing the
brand, and differentiating from the competition.

* Acquire competitors’ customers * Earn customer loyalty

* Increase renewal rates * Foster strong corporate identity
* Increase upsell rates * Improve brand recall
* Build a reputation for value * Inspire customers
* Increase market penetration * Build a reputation for creativity
o %
\g 7
a T
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Q Product
Leadership
COMPETITIVE
POSITIONING

» Stake out a unique market position

* Promise superior value to customers

* Implement strategy successfully

* Deliver on the promised value proposition

* Balance price and value

Understanding Product Leadership

Demand forecasting, branding, and differentiation all play a critical role in finding growth
opportunities for your product line. This three-fold focus, however, must be complemented
by an equally rigorous focus on pursuing those opportunities to a best-in-class standard.
Customer communications, customer feedback, pricing, and competitor actions must all be
managed and monitored for ongoing success. If an organization can successfully parlay
product excellence into positive business impact, increased market share will inevitably
follow over time.
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Key Benchmarking Criteria

For the Product Leadership Award, Frost & Sullivan analysts independently evaluated two
key factors—Product Family Attributes and Business Impact—according to the criteria
identified below.

Product Family Attributes
Criterion 1: Match to Needs
Criterion 2: Reliability and Quality
Criterion 3: Product/Service Value
Criterion 4: Positioning
Criterion 5: Design

Business Impact
Criterion 1: Financial Performance
Criterion 2: Customer Acquisition
Criterion 3: Operational Efficiency
Criterion 4: Growth Potential
Criterion 5: Human Capital

Best Practice Award Analysis for Drager
Decision Support Scorecard

To support its evaluation of best practices across multiple business performance
categories, Frost & Sullivan employs a customized Decision Support Scorecard. This tool
allows our research and consulting teams to objectively analyze performance, according to
the key benchmarking criteria listed in the previous section, and to assign ratings on that
basis. The tool follows a 10-point scale that allows for nuances in performance evaluation;
ratings guidelines are illustrated below.

RATINGS GUIDELINES

. 9-10 Excellent

B 7-s cood

D 4-6 Fair

l. 1-3 Poor
T

The Decision Support Scorecard is organized by Product Family Attributes and Business
Impact (i.e., the overarching categories for all 10 benchmarking criteria; the definitions
for each criteria are provided beneath the scorecard). The research team confirms the
veracity of this weighted scorecard through sensitivity analysis, which confirms that small
changes to the ratings for a specific criterion do not lead to a significant change in the
overall relative rankings of the companies.
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The results of this analysis are shown below. To remain unbiased and to protect the
interests of all organizations reviewed, we have chosen to refer to the other key players
as Competitor 2 and Competitor 3.

DECISION SUPPORT SCORECARD FOR PRODUCT LEADERSHIP AWARD

Measurement of 1-10 (1 = poor; 10 = excellent)
Product Family Business Average
Product Leadership Attributes Impact Rating
I |
Drager 9 9 9.0
Competitor 1 8 8 8.0
Competitor 2 7 8 7.5

Product Family Attributes

Criterion 1: Match to Needs
Requirement: Customer needs directly influence and inspire the design and positioning of
the product family

Criterion 2: Reliability and Quality
Requirement: Products consistently meet or exceed customer expectations for
performance and length of service

Criterion 3: Product/Service Value
Requirement: Products or services offer the best value for the price, compared to similar
offerings in the market

Criterion 4: Positioning
Requirement: Products or services unique, unmet need that competitors cannot easily
replicate or replace

Criterion 5: Design
Requirement: The product features an innovative design, enhancing both visual appeal
and ease of use

Business Impact

Criterion 1: Financial Performance
Requirement: Strong overall financial performance in terms of revenues, revenue growth,
operating margin and other key financial metrics

Criterion 2: Customer Acquisition
Requirement: Product strength enables acquisition of new customers, even as it enhances
retention of current customers

Criterion 3: Operational Efficiency
Requirement: Staff is able to perform assigned tasks productively, quickly, and to a high
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quality standard

Criterion 4: Growth Potential

Requirements: Product quality strengthens brand, reinforces customer loyalty and
enhances growth potential

Criterion 5: Human Capital

Requirement: Company culture is characterized by a strong commitment to product
quality and customer impact, which in turn enhances employee morale and retention

Decision Support Matrix

Once all companies have been evaluated according to the Decision Support Scorecard,
analysts can then position the candidates on the matrix shown below, enabling them to
visualize which companies are truly breakthrough and which ones are not yet operating at
best-in-class levels.

DECISION SUPPORT MATRIX FOR PRODUCT LEADERSHIP AWARD
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The Intersection between 360-Degree Research and Best

Practices Awards
360-DEGREE RESEARCH: SEEING ORDER IN

Research Methodology THE CHAOS

Frost & Sullivan’s 360-degree research o,

methodology represents the analytical
rigor of our research process. It offers a

N 4 . ~— L7
360-degree-view of industry challenges, —— %’ e en:

trends, and issues by integrating all 7 of , u@ e 2

Frost & Sullivan's research methodologies. g % G : ""',' =
Too often, companies make important o Wiy @
growth decisions based on a narrow X CEO A S -
understanding of their environment, a S | v o=
leading to errors of both omission and 3 . e:_—_;__
commission. Successful growth strategies L Ao/ )
are founded on a thorough understanding e 1 IF— -

of market, technical, economic, financial, b/ < g
customer, best practices, and demographic ﬁ’va d

analyses. The integration of these research
disciplines into the 360-degree research methodology provides an evaluation platform for
benchmarking industry players and for identifying those performing at best-in-class levels.

About Frost & Sullivan

Frost & Sullivan, the Growth Partnership Company, enables clients to accelerate growth
and achieve best in class positions in growth, innovation and leadership. The company's
Growth Partnership Service provides the CEO and the CEO's Growth Team with disciplined
research and best practice models to drive the generation, evaluation and implementation
of powerful growth strategies. Frost & Sullivan leverages almost 50 years of experience in
partnering with Global 1000 companies, emerging businesses and the investment
community from 31 offices on six continents. To join our Growth Partnership, please visit
http://www.frost.com.
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