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Discussion Topics Today
• Medtech vs Pharmaceuticals 
• Pharma at the Crossroads
• Sales and Marketing changes needed
• Metrics for competitive advantage



Pharmaceuticals and MedTech Represent 
20% of Global Healthcare Market

2006 Split of Global Health care Spending (100% = $4trillion)

Consumer
12%

Medical Devices & 
Diagnostics

6%
Other HealthCare 

Markets
68%

Pharmaceuticals
14%

Pharmaceuticals Consumer Medical Devices & Diagnostics Other HealthCare Markets

Pharma + 
MedTech 
= $800bn 
or 
estimated 
$1trillion 
in 2008



But Represent 87% of Global Healthcare 
Market Capitalisation
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Market Cap/Sales Ratio

Med Tech =1.5

Pharmaceuticals = 2.5



Sales Concentration Similar in Both 
Industries
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Sales and Marketing Key but High COGS 
Impacts MedTech Profits
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But Returns on Capital Employed and 
Equity Very Similar
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Key Differences Between MedTech and 
Pharma

• Fragmented Product Range and 
Business Models

• High volume consumables to low 
volume high ticket implantables or 
standalone kit

• In vitro and in vivo; invasive and non-
invasive

• Development pathways tend to be 
shorter than pharma 

• Regulatory pathways tend to be 
shorter than pharma

• Decision-makers tend to be more 
varied and fragmented

• Pills, injectables, liquids, creams etc
• Pill volumes often in billions
• Acute use can be 10 days; chronic 

use can be years 
• Most drugs work systemically
• Development pathways – 10 years?
• Regulatory pathways tend to be 1-2 

years
• Decision-makers tend to be fewer 

and more concentrated
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Discussion Topics Today
• The Environment
• Products vs Patients
• Specialty vs Primary Care
• Three seismic shifts 

– Demographic
– Geographic
– Technology

• The stock market consequences of slowdown
• Cost drivers
• Metrics for competitive advantage



Global Pharmaceutical Market Has 
Been Slowing Down
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Industry Growth Rate Continues to 
Decline

Source: Evaluate



13

35% of Global Sales Off Patent 2009-
2014 

Source: Evaluate
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Number of NME/BLA Approvals Picking 
Up But Sales Potential Low
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Specialty/Secondary Care is 
Key Driver of Growth
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Chronic Diseases Have Huge Economic 
Impact (US, 2003 data)

Source: An Unhealthy America 
(Oct 2007) Milken Institute
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Projected Rise in Chronic Diseases 
(US, 2003-2023) 

Source: An Unhealthy America 
(Oct 2007) Milken Institute
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Behavioural Change Could Save ca $200bn 
pa Treatment Cost in 2023

Source: An Unhealthy America 
(Oct 2007) Milken Institute
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Consumers and non-consumers

Hypertensive 
non-consumers

Satisfied 
consumers

O
vershot 

consum
ers

U
ndershot

consum
ers

Example: Hypertension

Un-diagnosed 
and/or poor

Branded ARBs 
when generic 
enalapril will do

Good BP with 
generics, or low-
price brands

Refractory BP

Healthy but 
potentially at 
risk citizens

Need advice on 
nutrition, smoking 
and exercise



20
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Is Pharma’s Social Contract Inhibiting 
Strategic Thinking?

*Innovative products 
via R&D

* Accessible and 
affordable products

* Significant health 
benefits

•Market exclusivity 
via IP protection

•Some pricing 
freedom

•Freedom to 
influence demand

Society Grants Pharma Society Expects
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Three Seismic Shifts Are Changing 
Dynamics for Many Industries

Demographic shift Geographic shift

Technology/Information Flow Shift



Where are the Growth 
Opportunities?
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Sources of Growth

• New products
– Must meet medical need and offer value for money

• New geographies
– Emerging markets but must earn license to operate

• Vertical integration
– Direct distribution, Insurance (Disease 

Management/Risk sharing)?
• Horizontal integration/diversification

– Generics, OTC, Animal Health, Vaccines, 
Diagnostics, Medtech? 
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Diversification Requires Scale
Total NPV vx NPV of Non-Pharma
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Mid-size Pharma Mostly Has to Focus
Total NPV vs Non-Pharma NPV
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Many Pipeline Winners From Specialty 
Companies
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The Greying of the Developed World will 
Drive Strong Healthcare Demand

Old age dependency ratio in US, W.Europe and Japan
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Consequences of Demographic Shift

• Huge increase in demand for healthcare
• Reduced ability to pay for demand
• Greater budgetary pressures

– Price pressures on commoditized products
– Value for money product offering
– Higher co-pays
– Greater patient involvement
– Real world outcomes data
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E7 GDP as % of G7 GDP Could Rise From 
20% to 43% by 2020
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Strong Economic Growth Will Drive 
Healthcare Demand in Emerging Markets



35

However Industry Cannot Pursue 
Traditional Business Model Without Risk 



36

Did Novartis Pick the Right Issue to Fight 
about in India?

[

More than 200 000 people ask 
Novartis to drop its challenge on 
drug patent
British Medical Journal. By Sally Hargreaves
3 February, 2007 
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Pharma Must Not Take its Licence to 
Operate for Granted

IPR, TRIPS
Affordability, 
Access
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Emerging Market Dynamics Will Drive 
Different Delivery Methodologies

A/B

C/D

E

Market 
extension

Market 
penetration

Economic 
development
SOME ISSUES
- market segmentation/diversion - reference pricing
- infrastructure investment - additional resources
- political commitment

MECHANISMS:
- second brands
- price/volume pilots
- local m/f
- micro-finance

Source: GSK
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Technology Raises Expectations ….And 
Cost?

Slow decline 
from 
degenerative 
disease

Better 
quality and 
quantity of 
life with new 
technologies

Lifespan

Q
ua

lit
y 

of
 L

if
e

•Vaccinations

•Diet & exercise

•Early diagnosis

•Early intervention

•More effective     
medicine
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The Impact of New Technologies 
(including Information/Data) on Pharma

• Other stakeholders taking share of total 
value 

• Disruption of established treatment pathways
• True understanding of contribution to clinical 

outcome 

Pharma Loses 
Influence to 

Other 
Stakeholders 
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What Must Pharma Consider Changing?

• Big pharma needs to address the following 
issues:
– Payor Funding/Affordability to Patient
– Guarantee of Treatment Outcome/Value 

Proposition
– Alignment of Industry Objectives with 

Societal/Patient Objectives
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Stock Market Consequences of 
Industry Slowdown
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Big Pharma – Worst Performance
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Best Performers - Specialty and 
Diversified Pharmas
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Pharma Sector is Cheap

Source: Credit Suisse PharmaValues
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Specialty Pharma More Fully Valued

S ource: Credit S uisse estimates
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Industry Must Take Better Care of 
its Cost Drivers



52

SG&A is the Biggest Cost Driver
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Does the Share of Voice Model Still 
Apply?
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S&M Spending May Shrink Significantly
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In This Model R&D is Greater than S&M
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Metrics for Competitive Advantage 
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Efficiency vs Effectiveness
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You (Should) Know Your Cost Breakdown
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But Do You Know Their Contribution To 
Sales?
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Build A Promotion Response Model
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You Know Your Field Force Costs
Contribution of Mirror Teams to GP Calls
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But Do You Know Their Relative 
Contribution To Sales?

Contribution of mirror teams to sales
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Some Field Forces Have Higher ROI Than 
Others

ROI for each team
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Why Do Sales Reps Adopt Different 
Strategies And Have Different Results?

Choice of Field Force Strategy Greatly Influences Results
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Target Calls
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RATCHETING UP
PERFORMANCE
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Conclusions

• Pharma is NOT in control of the environment
• But it can control

– Its organisational structure
– Its relationship with shareholders
– Analysis of sales and marketing metrics
– Partnering strategies

• New/younger CEOs more likely to drive 
change
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