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About the report

This report presents the findings from interviews conducted with senior 
MedTech leaders on the industry’s response to the evolving European market 
landscape. The results of the in-depth interviews have been complemented with 
insights from Deloitte subject matter experts to provide a perspective on the 
industry’s key challenges and on strategies to deliver improved performance.

The consensus view is that Europe’s MedTech industry is at a pivotal juncture. 
To address margin pressures and more stringent regulatory requirements, 
MedTech companies are seeking to achieve greater operational efficiencies by 
leveraging new technological advances and streamlining their processes. The 
industry finds implementing these changes difficult and knows the benefits will 
take time to emerge. This paper explores the drivers for change and the areas 
being reviewed and provides different perspectives on how to successfully 
implement measures to improve performance.
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1. The key challenges facing the sector 
Europe is the second largest MedTech market in the world, with an average annual growth rate of 5.4%1 over 
the past decade. The primary trade partners for European medical devices have remained consistent, with 
the United States, China, Japan, and Mexico being in the forefront.1  

In recent years the MedTech sector has faced numerous challenges that have increased pressure on profit 
margins. Improving operational efficiency to safeguard profitability and margins has therefore become a 
critical imperative. 

Supply shortages 

Since the Covid-19 pandemic the sector has faced 
significant challenges, including increased manufacturing 
costs and supply disruptions. To improve supply 
chain resilience MedTech players have adopted novel 
approaches and have made strategic shifts, such as 
implementing regional manufacturing models, adopting 
dual-sourcing strategies, and integrating predictive 
analytics into inventory management. The MedTech 
leaders interviewed indicate that implementing these 
measures is still a work in progress, but the sector is 
already better placed than before to respond to potential 
future disruptions. 

Impact of changing EU Regulations 

Implementation of the EU’s Medical Device Regulation 
(MDR) and In Vitro Diagnostic Regulation (IVDR)2 
poses a significant challenge. Comprehensive changes 
and adjustments are required to ensure continued 
compliance under the new regulations. The new EU 
regulatory environment particularly affects smaller 
players, who find it difficult to cope with the increased 
documentation requirements and data collection, as well 
as keeping up with the transitional provisions.

The consensus view of MedTech leaders is that Europe 
has become less attractive than other regions for new 
product launches because of the longer approval 
process.3 The US, by contrast,  in their view, offer the 
most favourable environment to bring innovative 
technology to market. Larger players have had to allocate 
sizeable resources to comply with the new rigorous 
standards.

Competing price and cost pressures 

Healthcare spending as a share of GDP in Europe 
is consistently increasing in response to the ageing 
population, advances in medical technologies, higher 
prescription drug prices, and the increased prevalence 

of chronic diseases. This also led to growing efforts by 
governments to contain costs.4 Care-providers face 
increased scrutiny on healthcare spending and tight 
budgetary constraints and are trying to spend less on 
procurement. At the same time inflation has increased 
MedTech’s manufacturing costs. Rising energy, raw 
material, logistics and labour costs are all putting 
pressure on margins. MedTech has limited ability to pass 
on increasing cost of goods sold (COGS) given the price 
setting and reimbursement frameworks across European 
countries. The sector’s response has been to implement 
cost-mitigation measures and search for ways to use new 
technology to generate productivity improvements.

Technological advances 

In medical imaging5 AI was first integrated into 
commercial products as early as the late 1990s, but 
overall, the industry is lagging behind other sectors 
in adopting digital and AI solutions within its internal 
processes. Digitalisation and better use of data is already 
seen as a priority but integrating AI to deliver operational 
productivity gains is expected to become essential if 
companies are to remain competitive. The challenge 
is to integrate AI technologies effectively to enhance 
innovation and operational efficiency within organisations 
that are often risk averse. 

This risk-averse nature of MedTech companies in Europe 
is driven by the need to navigate stringent regulatory 
environments, ensure patient safety, manage high 
development costs, mitigate legal and ethical risks, address 
technological complexities, and maintain competitive 
positioning in a challenging market. The relatively new 
nature of AI adds a layer of uncertainty, requiring time to 
build confidence and comfort in its integration. 

The sustainability responsibility 

The MedTech sector takes its contribution to sustainable 
healthcare seriously. Environmental and societal 
considerations are a big part of its improvement 
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roadmaps. For example, there is an increased focus on 
the materials used in production, particularly plastic 
components, and on transportation methods, with a view 
to reducing emissions and increasing circularity, in line 
with international mandates affecting all industries. 

This shift is being driven by global initiatives such as 
the United Nations Sustainable Development Goals 
(UN SDGs),6 which aim to achieve significant reductions 
in greenhouse gas emissions. A key aspect of these 
initiatives is decarbonisation, which involves reducing 
carbon dioxide emissions through various strategies, 
including the adoption of renewable energy sources, 
enhancing energy efficiency, and transitioning to low-
carbon technologies. 

Sustainability and decarbonisation will continue to 
play pivotal roles in shaping industry standards and 
operations as companies strive to live up to their 

societal responsibilities by complying with environmental 
regulations and meeting consumers’ demand for eco-
friendly products. 

Geopolitical uncertainty and tariff risks 

Geopolitical, supply chain and tariff risks are forcing 
the MedTech sector to review its supply configuration 
strategically. Some players are diversifying their suppliers 
geographically in order to de-risk their supply chain. 
Many are also considering reshoring and near-shoring 
their manufacturing and have announced their intention 
to increase investment in the US as a response to 
tariff increase. The impact on Europe of this global 
reconfiguration of the end-to-end supply chain is difficult 
to predict at this stage. But in the current highly uncertain 
environment MedTech companies have no choice but to 
become more agile and flexible so as to be able to adapt 
rapidly to changing business conditions.
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2. Enhancing efficiency: key focus areas
In this section we look at the areas MedTech companies are investing in to improve their overall 
operational performance.

Operational improvements in 
manufacturing and the supply chain
Increasing standardisation in manufacturing 
operations has been mentioned by our interviewees 
as a lever to achieve high quality at lower cost. But 
MedTech leaders feel the benefits of streamlining 
and standardisation effort will take a long time to 
materialise. Change needs to be implemented across 
entire production processes, demanding high levels of 
capex investments while maintaining compliance with 
regulatory requirements. 

Operational simplification through consolidation of 
vendors is also a focus area. By streamlining the number 
of vendors and suppliers, MedTech players seek to 
reduce complexity and risks associated with managing 
multiple suppliers along their manufacturing value chain. 
Some interviewees mentioned specifically looking for 
vendors who provide end-to-end services and maintain  
accountability throughout the manufacturing process. 

On the other hand, reduction of the number of stock-
keeping units (SKU) is rarely a specific objective in itself 
and more often a by-product of another initiative, such 
as the integration of an acquired product portfolio. 
However, we see Product Mining7 as a powerful analytical 
and diagnostic tool to screen product data and bills 
of materials (BOM) and gain valuable insights into the 
product portfolio, uncovering significant opportunities to 
simplify product complexity, achieve SKU rationalisation 
and reduce supply chain dependencies.

Automation and artificial intelligence are 
increasingly permeating the MedTech value chain, 
significantly impacting operational processes. Since the 
Covid-19 pandemic, predictive analytics is being used to 
anticipate better how reliable suppliers are likely to be. 
Interviewees outlined the importance of standardised 
ways of working across different manufacturing sites as a 
prerequisite to leveraging AI. Data readiness and system 
integration are seen as the backbone needed to take 
advantage of recent technological advances.

Optimisation across  
commercial operations
MedTech companies are keen to enhance 
standardisation and reduce variation across commercial 
operations and order-to-cash processes. Customer 
relationship management (CRM) systems, pricing 
frameworks, order management and customer support 
are high on the agenda for further standardisation. 
Consolidation of applications such as e-commerce 
platforms and e-invoicing solutions are seen as potential 
quick wins. 

AI is beginning to be used to reduce the number of 
administrative tasks in sales operation functions, 
including contracting and tendering. Some respondents 
have successfully used AI to predict B2B churn and 
customer purchasing behaviour. Another area some 
organisations are looking at implementing a “shift left” 
strategy – moving service actions closer to the customer 
for quicker results and lower costs – to drive further 
customer self-service and automation, leveraging 
chatbots and AI. 

However, the differences between healthcare 
systems and ways-of-working in different European 
countries generate variance, and local affiliates call for 
customisation of their companies’ processes to reflect 
local specificities. Sales representatives are used to 
traditional ways of working based on relationship building 
and they rely on tailored offerings and contracting. 
Consequently, the MedTech industry is progressing 
slowly in achieving operational efficiency across its 
commercial operations in Europe.

When it comes to go-to-market models, players in 
the region are rather conservative and often prefer 
to optimise current models rather than considering 
the case for introducing more radical change to their 
operating model as part of a broader strategic move. 
Optimisation programmes often seek to set up country 
clusters so that resources can be shared. More rarely the 
approach taken is to repatriate distributor margins by 
setting up a direct sales channel into selected markets or, 
on the contrary, by seeking to reduce costs by switching 
to indirect channels in smaller or low margin markets.
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Operational efficiencies with 
support functions
Optimisation of support functions is an ongoing focus 
area with the transfer of administrative activities and 
transactional tasks to shared centres in lower-cost 
locations. Typically, back-office support functions are 
centralised in near or offshore centres or partially 
outsourced. 

As in many other industries, the setting up of shared 
service centres was driven initially by cost optimisation. 
Now, however, interviewees highlight that the emphasis is 
on simplifying the back office organisation by reducing its 
layers and expanding the number of activities transferred 
to near or offshore centres, as well as by making further 
efforts to streamline processes and expand digitalisation. 
In addition, all interviewees mentioned a focus on IT 
infrastructure standardisation and systems landscape 
simplification. 

Surprisingly interviews with industry leaders also make 
clear that increasing outsourcing is not considered a 
priority, primarily because of the lack of strong case for 
significant cost savings. Instead, further centralisation of 
in-house activities currently decentralised or fragmented 
can allow companies to retain control over their service 
quality while controlling cost.
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3. Insights on delivering performance 
improvements
In this section we explore the common obstacles to performance improvement initiatives highlighted 
by interviewees and provide practical advice from MedTech professionals and experts.

The people side of transformation 
Tackling the root causes of resistance to change

Interviews reveal that resistance to change is seen 
as a major obstacle to improving long-established 
processes and ways of working. That employees in the 
MedTech sector retain their jobs for a relatively long time 
compared to other industries is seen as a reinforcing 
factor. The long average job tenure of workers in the 
sector is an advantage given the need for specialists and 
familiarity with the regulations of the sector, but it also 
makes it more difficult to implement change.

Change management is therefore a critical element 
in a successful transformation. Some other sectors 
are adopting novel approaches based on behavioural 
science. The goal is to instil cultural change across the 
organisation by, for example, increasing awareness 
among employees of the inherent bias against change. In 
this way a culture of adaptability and openness and more 
rational decision-making can be fostered, among very 
experienced staff who tend to over-emphasise the risks 
involved in new ways of working.

To introduce change it is usually necessary to involve 
employees well versed in the affected internal processes 
and systems. Often the same individuals get involved 

in several change projects while also handling their 
business as usual responsibilities. Overburdening teams 
by piling up initiatives is seen as a frequent cause of 
failure. Management should prioritise change initiatives 
and ensure enough capacity by eventually accepting a 
level of resource redundancy.

“People stay a long time in the company - they learn how “the company” 
thinks and hence it’s hard for them to adapt to change.”

What a respondents refer to as walkthrough 
meetings are an example of best practice in 
addressing change resistance. Walkthroughs 
are highly interactive and detail-oriented 
sessions tailored to specific functions or 
group of functions. Participants map out and 
anticipate the full impact of the proposed 
change across end-to-end processes. The 
sessions are an up-front investment. They 
engage with smaller groups and allow staff to 
air their concerns. In this way the walkthroughs 
gain buy-in and pay off over the long term.  
Conducting walkthroughs initially with managers 
and subsequently with their teams fosters 
acceptance at all levels and engages the wider 
organisation in the process of change.
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Change governance: Transformation Offices (TMOs)

Many MedTech firms have established a Transformation 
Office or Centre of Excellence (CoE) to drive process 
and operational excellence across the organisation. The 
office serves as a hub for best practices, continuous 
improvement, and coherent value realisation methods. 
By centralising expertise and resources, the office can 
facilitate smoother transitions, ensure alignment with 
strategic goals, and enhance overall organisational 
performance.

What emerges from our discussions with industry 
leaders is that a TMO is most impactful when it reports 
directly to the C-suite. A TMO drives the overall change 
roadmap while teams are responsible for delivering 
the individual projects that are an essential part of 
the broader strategy. The TMO requires a level of 
authority over project teams in order to hold them 
accountable. The role of the TMO is also to foresee the 
critical enablers of the transformation and translate the 
strategic objective into an operational plan. The TMO 
should have a robust understanding of the organisation’s 
processes and proactively facilitate the resolution of 
misalignment between functions. It also has a role in 
influencing behaviour. For example, a common issue 
with the execution of a large programme is the lack of 
visibility on the real extent of the progress made – teams 
often shy away from disclosing their issues and delays. 
This is called the watermelon effect: the project status is 
green on the outside – and red on the inside. The TMO 
has the critical task of defining the right balance between 
top-down driven and distributed ownership, taking 

account of company culture and the scope of the change 
programme.

Executives too have a crucial role to play in ensuring 
that the organisation delivers on the transformation 
programme. Their voice is an essential input, not only 
when the programme kicks off, but also throughout 
the implementation. They need to remain involved 
and demonstrate their interest in order to keep the 
organisation focused and avoid letting competing 
priorities get in the way. 

“Govern the change centrally and 
deliver the change decentrally.”

An insight from the research is the importance 
of embedding Change Management leaders 
within the core programme management 
structure. These managers are approachable 
and friendly, understand the technicalities 
and operational difficulties, and embody the 
process of change. Effective change managers 
must understand the operational aspects 
of the business and the processes deeply, 
communicate complex information clearly, 
and guide people with a mix of empathy and 
energy throughout the transformation journey.
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The data infrastructure side of the 
change equation
Generating insights from company data is judged a 
critical enabler of performance improvement. But most 
respondents feel the sector’s ability to benefit from data 
analytics is low. Data capture, management, and analysis 
are viewed as cumbersome tasks given fragmented 
systems and poor data coherence. Respondents often 
note that scattered data is a major obstacle to more 
data-driven approaches and decision-making.

“MedTech is behind in terms of IT 
system integration - definitely not first 
movers!”
If predictive analytics and other forms of AI are currently 
being adopted by the industry, Generative AI (GenAI) 
does not yet appear to be widely deployed in core 
business operations. Predictive analytics offers direct 
benefits such as improved decision-making, increased 
efficiency, and better customer insights. It is a tool that 
is already helping some MedTech companies to improve 
their forecast accuracy, thereby decreasing back orders 
and optimising inventory levels.

Process and task mining is leveraged by the most 
advanced organisations to gain rapid insights into 
process performance, enabling them to pinpoint 
initiatives to resolve root causes of inefficiencies. 
These techniques provide a data-driven foundation for 
identifying and addressing operational challenges, further 
enhancing the effectiveness of predictive analytics and 
AI-driven strategies. 

“Introducing operational change often 
relies on measuring new metrics and 
gaining visibility into various aspects 
of the business processes. However, 
achieving this visibility typically necessitates 
implementing additional procedures to 
collect data and measure new metrics. 
This can inadvertently increase complexity 
and bureaucracy, rather than simplifying 
operations—highlighting a potential 
tension between the need to introduce 
more data-based decision-making and the 
overall goal of operational efficiency.”

Process mining leverages system logs to build a digital 
process twin, enabling the contextual process data to 
apply AI effectively. The digital process twin replicates 
a manufacturing, supply chain, regulatory or finance 
process, allowing real-time monitoring, simulation, and 
prediction. It provides insights into how the process is 
functioning and enables proactive decision-making for 
improvements and optimisation. 

Task mining, on the other hand, assesses process 
performance and optimisation potential via agents 
installed on the user interface, representing a data-driven 
approach in environments with fragmented data and 
disconnected systems.

By leveraging data-based technologies, MedTech 
companies can identify pain points and quantify the 
impacts of performance improvement. But it is important 
to streamline processes and systems first to get the full 
return on investment from these technological advances.
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When one-off events accelerate the 
pace of transformation
One-off events like a new regulation coming into force 
or a major merger or divestment can be a driver of rapid 
change. Organisations should leverage such events to 
make wider improvements. For example, the recent 
wave of divestments of non-core businesses across the 
MedTech sector has created a significant opportunity 
to reorganise and optimise the core business. Some 
companies have indeed, at the same time as making 
the divestment, embarked on a transformation journey 
to adjust and resize their core operations. They have 
carried out a thorough review of their operating model 
and defined a desired state for their core business, 
in line with the opportunities they see in the market. 
By concentrating on optimising their core business, 
MedTech companies seek to foster greater focus, gain 
operational efficiency, and bolster their competitive edge. 
Implementing the post-divestment roadmap for the 
remaining business demands clarity on the levers of the 
profitable growth path and their functional enablement.
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Europe remains an attractive market for established 
MedTech players. The ageing population, rising 
healthcare expenditure per person, and the barriers 
to new entrants created by heterogeneous healthcare 
systems are some of the characteristics that make the 
European market attractive. But there are also significant 
challenges, such as increasing regulatory requirements, 
complex reimbursement pathways and continuous cost 
and price pressures. By simplifying some operational 
aspects of their business, MedTech players can better 
allocate their efforts and resources on taking advantage 
of market opportunities and developing further 
resilience. 

Our research underscores the need to challenge the 
status quo and introduce smarter ways to operate to 
maintain competitiveness. Data and predictive analytics 
are emerging as important enablers of performance 
improvement, offering insights that drive decision-making 
and enhance operational efficiency. Further digitalisation 

of business processes, and new technologies like GenAI 
offer great potential gains. But the seamless adoption 
of these technologies requires systems integration and 
data readiness; if not, new layers of complexity risk being 
introduced. 

The industry’s efforts to standardise and streamline 
processes also meet with internal resistance. Developing 
specific change management capabilities is crucial to 
winning the people aspect of transformation. 

Looking ahead, the MedTech sector must strengthen 
its capabilities to implement change effectively. The 
uncertain macroeconomic environment represents 
a unique opportunity to instigate new perspectives 
on operational transformation; more than ever, the 
capability to streamline processes and improve efficiency 
stands out as a competitive differentiator to address 
market and regulatory pressures.

4. Conclusion
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We conducted in-depth interviews with eight 
professionals from different MedTech companies, 
each in regional leadership roles. All interviews 
were conducted anonymously to ensure that each 
interviewee could communicate openly and candidly, 
maintaining the integrity and reliability of the inputs 
collected. We supplemented these primary inputs 
with additional insights from Deloitte subject matter 
experts. This combination allowed us to provide an 
overview of the industry’s challenges and highlight some 
strategic operational shifts, and approaches to their 
implementation.

5. Methodology
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