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response (along with continued consolidation) includes 

engaging contract service partners at all levels of drug 

development and commercialization.

This is creating tremendous opportunity for the 

contract services industry — but answering this de-

mand has not come without changes to the sector. Ac-

cording to PharmSource, approximately 30 CDMOs 

capture over half of the industry’s revenues. To fur-

ther elucidate the shrinking of the space, more than 

18 CDMO acquisitions have taken place in the last 

three years.2

Current market trends show contract services 

providers are continuing to play an increasingly stra-

tegic role, contributing to the global supply of phar-

maceuticals. These top-tier CDMOs have become in-

creasingly visible as industry leaders.

For example, VisionGain predicts a strong revenue 

growth for CDMO market leaders between 2013 and 

2025.3 Analysts say DPx Holdings and other lead-

ers, including Lonza and Catalent, will experience 

the greatest increase in revenue between 2014 and 

2024. Catalent and Lonza, in particular, were cited as 

having invested heavily in high-potency API and anti-

body drug conjugate facilities, a couple of high-value, 

high-potential competencies that executive lead-

ers are betting will drive revenue streams and fuel  

potential growth. 

Growth Pathways
Indeed, the CDMO industry is certainly poised to 

grow substantially in the year to come. The global 

contract pharmaceutical manufacturing market is 

speculated to grow by 7.5% annually, reaching a value 

of almost $80 billion in just three years.3 However, 

the number of major CDMO players will likely shrink 

as businesses mature and consolidation occurs. The 

geographic distribution of CDMOs can also be ex-

pected to change. The top question for CDMOs oper-

ating in this landscape is centered on growth; namely, 

how is it possible to grow in this environment? Com-

panies with serious growth ambitions need to map out 

their long-term trajectory — however the path is not  

always clear.

Members of the 
“Who’s Who” 
of CMO/CDMO 

leadership are pursuing 
robust growth strategies to 
keep the CDMO segment 
energized and interesting. 

Acquisition has become a favorite tactic by contract 

pharma’s most prominent players, but there’s more 

than one path to sustained growth, especially for those 

seeking the scale, global presence and technical acu-

men the bio/pharmaceutical industry is demanding. 

Until recently, contract service organizations sole-

ly functioned to provide manufacturing or develop-

ment support to drug sponsors. Owners were simply 

service suppliers, hired to handle relatively discrete 

elements of a drug’s development, clinical trial or 

commercialization phases. Intellectual property 

and risk were well compartmentalized. For the most 

part, these primarily tactical relationships generally 

served the industry well, framed by branded pharma’s 

established, monolithic blockbuster business model. 

But these practices, dubbed “Pharma 1.0” in an indus-

try report by Ernst & Young,1 became weighed down 

by diminishing returns, aging, inflexible processing 

capacity and a complex, contradictory regulatory 

environment, which ultimately became unsustain-

able. There is mounting statistical, financial and an-

ecdotal evidence showing that gains in momentum, 

fueled by regulatory reform, successful new business 

models and biopharma’s dynamic influence, have en-

ergized the entire sector. 

Contract Pharma’s Role
The industry’s reformation is far from over, but in the 

last two decades bio/pharma has worked to realign 

itself operationally, responding to a broad range of 

familiar competitive and market drivers. Part of this  

“ChooSe your path 

CareFully” iS a 

mantra to live by.
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pruDent StrategiStS looking 

to aSSeSS a SounD growth 

plan begin by perForming an internal 

Capability aSSeSSment anD ConDuCt 

market or Competitive reSearCh.

Strategic planning
Prudent strategists looking to assess a sound growth 

plan begin by performing an internal capability assess-

ment in addition to conducting market or competitive 

research. Best practice informs business develop-

ment leadership to seek depth and diversity in their 

research, collecting as much good information as pos-

sible, from both interviews and data from respected 

sources. The information and analysis that results will 

form the foundation of solid viable growth strategy —  

leveraging one’s strengths, capitalizing on opportuni-

ties, and identifying achievement gaps.

A good comprehensive assessment should involve 

the following: 

HuMan CaPital
Get to know the strength and unique capabilities of 

your key executives and staff. Understand your com-

panies culture — is it a highly innovative environment, 

a culture that values operational excellence / efficien-

cy, quality, customer service and discovery? Is it a di-

verse multicultural organization? Is it a sales/profit 

driven company?

teCHnOlOGy
Evaluate your intellectual property (IP) portfolio. 

Challenge true market (customer proven) value of 

your IP. Focus on determining which technologies 

are truly unique and address unmet customer needs.

FaCilitieS/aSSetS
Map your footprint to market needs and match your 

geographic capacity to local market demand. Try to 

unlock opportunities to better serve local demand. 

Highlight unique and highly efficient manufacturing 

capabilities (innovative equipment, novel processes).

MajOR aCquiSitiOnS in 2015

COMPetitive lanDSCaPe
Understand the strengths and weakness of your com-

petitors. Identify areas for competition. Clearly esti-

mate and articulate your chosen growth trajectories. 

Leverage surveys and research databases, such as 

the Nice Insight Surveys, to understand how you size 

up against your peers. 

MaRket analySiS
Know your target market as well as adjacent markets 

and geographies.

DeeP CuStOMeR unDeRStanDinG
Completely understand the strategic objectives and 

business drivers of your major customers. This will 

help to uncover growth opportunities. Find better 

ways to serve the needs of your customers as they 

grow and expand. 

May 2015
Abbvie acquisition of Pharmacyclics

july 2015
Teva acquisition of Allergan’s Activis

2015
Total acquistion deals

acquisitions
In the last three years

$21b

30

$40b $200b

18 CompanieS
CDmos Share 50% oF  
the inDuStry revenue
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Sartorius Stedim Biotech has come up with the first fully integrated upstream platform: 
It connects a top-performing expression system with outstanding equipment and 
process control for the rapid development and scale-up of robust, high-titer commercial 
manufacturing processes.    www.connect-upstream.com

Integrated Upstream Platform - 
From Cell Line to Manufacturing

Speed to Clinic Robust ProductionQuality by DesignIncreased Titers



Strategic Pathways
A sustainable strategic path will likely involve a 

strong emphasis on one of following: 

[1] Organic growth; 

[2] Product Portfolio Expansion; 

[3] Market Expansion; or 

[4] Geographic Expansion.  

Based on a given organization’s assessment and re-

search, where the best near-term opportunities exist 

and what the company needs to do to capture them 

becomes more evident. A company with a strong 

operational excellence culture, heavy investment in 

efficient manufacturing technology and excess ca-

pacity would likely focus on capturing organic growth 

through aggressive marketing and sales.

Strategic planners are often faced with a critical 

choice; building capabilities in-house may provide 

the most control, but that is often a longer-term al-

ternative — it takes more time. Acquiring assets or 

companies is a popular route to faster growth, but a 

strategy predicated on acquisition can have integra-

tion risks. In Nice Consulting’s view, the best acquisi-

tions are ones that fill a predetermined need, not just 

a financially lucrative deal or opportunistic buy.

a Global Conversation
The classic geographic rules no longer apply. Histori-

cally, the vast majority of CDMOs resided in North 

America and the EU, where the bulk of drug spend-

ing and consumption occurred. Asia was the place to 

find more economic production of generics or other 

price sensitive drugs. However, this is no longer the 

case; North America is becoming more cost com-

petitive, with newer, more effective technologies and 

manufacturing practices, likewise Canada is seen as 

an attractive manufacturing region. Manufacturing 

in Europe has become more challenging, with heavy 

regulatory and public pressure burdens. On the other 

hand, Asia is part of a serious consumption market 

with ever-improving manufacturing assets. The ma-

jor Asian CDMO players are part of large complex of 

business conglomerates operating in a multitude of 

business sectors.

Any conversation concerning growth in the phar-

maceutical contract services industry is increasing-

ly a global one. According to the 2016 Nice Insight 

CDMO Outsourcing Survey, respondents clearly indi-

cated the global nature of the business. Nice Insight 

analysis of the data indicates that study participants 

leverage CDMO services on an international scale. 

% OF OutSOuRCeD PROjeCtS aSSiGneD tO eaCH ReGiOn 

■

■

■

■

■

■

■

■ 

■

U.S. & Canada
Western Europe 
India
China 
Singapore & South East Asia
Japan & Korea 
Argentina & Brazil
Eastern Europe & Turkey 
Middle East

BiG PHaRMa/BiOteCH

                                    29%                16%               15%    7%     7%      7%   6%   7%  6%

MiD Size PHaRMa/BiOteCH

                                       32%             14%         11%      9%     7%     7%    7%     7%   6%

SMall PHaRMa/BiOteCH

                                27%          12%        11%         11%     8%      8%      8%     7%      8%

eMeRGinG PHaRMa/BiOteCH

                                      31%         11%       9%      8%      8%      8%      8%       8%      9%

30%

14%

12%
9%

8%

7%

7%

7%
6%
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No surprise that most of the survey respondents 

(30%) source projects in North America (U.S. & Cana-

da) followed by Western EU (14%); with the remainder 

dispersed relatively evenly among economies and re-

gions beginning to develop their own pharmaceutical 

industry — India, China, SE Asia Japan / Korea, Argen-

tina / Brazil, Eastern Europe / Turkey and the Middle 

East. Regardless, while growth is necessarily a global 

proposition, it should not be considered an end-goal. 

Growth executed well should be aimed at achieving 

reach, scale and capability in quantities sufficient to 

sustain long-term profitability and stakeholder value.

Sell More / Make More
Of course, one could always achieve growth the old-

fashioned way, or by selling more. Certainly a simple 

proposition and a popular building block of growth, 

but the “how” to sell more is where complexity comes 

squarely into play.

For example, branded pharma is increasingly pur-

suing life-cycle management tactics to extend the 

market lives of formulas or molecules under their 

control. Another feature of this path to growth is the 

fact that if successful with regulators, reformulation 

can extend the data exclusivity of the product.

Expansion for growth can be pursued by adding 

capacity and infrastructure to support sales of an 

existing line or being ready to meet current or pro-

jected demand for extra capacity for a CDMO’s cus-

tomer’s hot-selling therapy. In a recent Wall Street 

Journal report, Samsung is constructing a facility 

in South Korea that will double their capacity, mak-

ing it the largest contract drug maker in the world. 

The plant is scheduled for completion in 2018.4  

According to WSJ Samsung BioLogics Co., which is 

97% owned by Samsung Electronics Co., the company  

would construct another facility next to its existing 

plants in Songdo, South Korea, investing 850 bil-

lion Korean won (equivalent to $740 million). In 2013, 

Samsung won contracts to make biologic drugs for 

Bristol-Myers Squibb Co. and Roche Holding Ltd.4

Product expansion
Selling more can translate into expanding entire new 

product lines and adding them to operations. One 

manufacturer, superb at aseptic filling and finishing 

of vaccines, might invest in another biologics-based 

product line to add dimension to a portfolio based on 

core processing capability. For example, Baxter made 

a $1 billion bet in this direction and expanded in a 

big way by constructing a dedicated plant in Georgia 

to process and sell albumen, the groundbreaking im-

mune system therapy.5

Market expansion
Codexis is a good example of a company with a fo-

cused adjacent market strategy. Codexis has been 

able to leverage its unique enzyme engineering tech-

nology to serve adjacent market sectors  “Codexis 

is off to a very solid start for 2016 delivering $8 mil-

lion in revenues for the first quarter, an increase of 

18% versus the same period last year,” said Codexis 

President and CEO John Nicols. “We also completed 

two projects in the quarter, one that helped us to pri-

oritize our next therapeutic drug candidates and a 

second that sharpened our entry strategy into a new 

adjacent market. We view both of these as prudent 

investments in high-value opportunities to leverage 

our CodeEvolver platform technology and accelerate 

our future growth.”6

acquisition
Contract development and manufacturing compa-

nies have been pursuing a deliberate strategy of ac-

quisition to achieve the technical ability, capacity, 

scale, flexibility and market penetration required to 

compete for the industry’s biggest and most sophisti-

cated contracts. CDMOs and CROs have been acquir-

ing capability to achieve the end-to-end integrated 

services that the world’s drug owners are demanding.

According to veteran industry journalist Agnes 

Shanley, CDMOs are making strategic acquisitions, 

as either partners with complementary strengths, or 

those occupying specific niches, thus augmenting 

services currently offered or increasing services.7

In a recent interview with Shanley, Tee Noland, Chair-

man and CEO of Pharma Tech Industries, remarked 

that his company’s base was expanding because of 

major trends in branded pharma including M&A activ-

ity, increased competition, generics and the move from 

traditional business models.7 He also noted another 

driver, a concept he called “customer customization,” 

in which smaller firms entering the market leads to 

niche opportunities for business. This reflects on con-

sumers, who — more specifically as targets as well as 

brand owners — are becoming increasingly focused on 

DOSe CMO MaRket SHaReS
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>$500M
250-500M
100-250M
50-100M
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36%

12%19%

14%

11%
8%

source: pharmsource, contract Dose manufacturing 
by the Numbers, 2015 edition
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restrain the use of inversion and, “while not as promi-

nent, a growing number of deals have terminated as 

a result of anti-trust and related concerns raised by 

the government, which has resulted in as many with-

drawn multi-billion dollar deals in the first 4 months 

of 2016 as in any year over the past decade.”

Conclusions
Ultimately, there is no single pathway to growth and 

not all companies will succeed. Success in large part 

will be based on sound strategic planning – picking 

the right path for your organization based on your 

strengths, weaknesses and market opportunities. 

Choose your path carefully, is a mantra to live by. De-

cisions and strategies must be based on careful anal-

ysis and sound data. Armed with the right tools and 

best information, strategists can now create person-

alized niche businesses built around core strengths, 

technical acumen, integrated services and geograph-

ic placement. If pursued thoughtfully, the rewards 

are great and will be shared by a few well-defined 

CMO/CDMO leaders of the future. P  

marketing, leaving greater share of production avail-

able for CDMOs to compete for. Noland commented on 

the need for contract manufacturers to be as efficient 

as possible when working with customers in this high-

pressure environment. “CMOs are now competing with 

each other,” he said, “not merely on how well they pro-

duce product but on the overall value of their relation-

ship, which encompasses the secondary and tertiary 

factors involved in holistically managing the entire sup-

ply chain from initial technology transfer to finished, 

packaged, market-ready product.” 7

M&A activity has been robust in the sector for the 

past several years but there is evidence that momen-

tum may be slowing. Nevertheless, in 2014, considered 

a peak year by many, some $200 billion in deals came 

to light. Deal activity in 2015 kept pace, even with 

the thwarted $160 billion deal to acquire Allergan, a 

company built on acquisition itself. Abbvie’s deal with 

Pharmacyclics was notable that year for its $21 billion 

price,8 but the largest for 2015 was Teva’s $40 billion 

acquisition of Allergan’s Activis operations.9

Dimitri Drone, Partner, Global Pharmaceutical and 

Life Sciences Deals at PWC, said in his May 2016 

M&A activity report, that headline worthy pharma-

ceutical and life science deals will continue past 

2016 as fertile ground for negotiation. “However, the 

first quarter of 2016 experienced a steep drop in both 

the volume and value of deals from the prior quarter,” 

said Drone.10 The question is, will this be a temporary 

lull or will it continue, and if it does for how long?

According to Drone, PWC notes greater govern-

ment presence in deals taking place across sec-

tors. As recently as April, the U.S. Treasury acted to  

SuCCeSS in large part will 

be baSeD on SounD StrategiC 

planning – piCking the right path For your 

organization baSeD on your StrengthS, 

weakneSSeS anD market opportunitieS. 
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250 industry leaders told the Economist Intelligence Unit the 
biggest barriers to their growth. Want to know what they were?
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