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Abstract
The Pharmaceutical manufacturing industry was at one time the darling of the business world. With staggering
profits and highly regarded reputations, Pharma was the envy of the global business community and the model
which most others tried to replicate. However, increased regulatory and pricing pressures have forced Pharma
to look at their business differently than in the past. With limited growth in the domestic market, Pharma is
looking to expand into emerging markets while at the same time, gain efficiencies to reduce their cost structure.
As such, the concept of outsourcing non-core business functions has gained significant momentum within the
realm of Pharmaceutical manufacturers. While being more pervasive in other industries for quite some time,
Pharma is now exploring numerous options relating to reducing their cost base and to gain efficiency in their
overall business operations. In making evaluations related to this trend, outsourced procurement organizations
can prove to be very valuable to corporate entities.

Shifting Market Dynamics
One of the major trends within the Pharmaceutical industry today is related to the shrinking market and price pressures on the domestic US
market. As a result, almost all Pharma companies have strategic initiatives to expand globally and to open up (or increase) emerging markets.
Specific focus appears to be on China, Asia Pac and South America. In a break with the past, many Pharma companies are appointing global
heads for business and manufacturing units as opposed to their former primarily regional structures. This trend is putting an emphasis on
cost cutting and trying to gain efficiencies by constructing global strategies (specifically as it relates to outsourcing). As such, several trends
are emerging with the Pharmaceutical industry. Companies are looking for;
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Due to the global breadth of exposure and experience that outsourced procurement groups can bring, companies are finding much value in
supplementing their own procurement efforts with external resources.

Alignment of the Operating
Model

functionality is retained versus what is a

Pharmaceutical industry outsourcing, in
certain areas, has been prevalent for quite
some time (i.e. contract manufacturing)
and is considered standard practice.
Additional areas, particularly for CROs and
CMOs, have grown over the last decade.
We are now, however, starting to see entire
new outsourcing industry sectors, such
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Pharmaceutical industry has changed
as cost reductions and the need to gain
efficiencies become essential to success.
Outsourcing has become an industry
norm, and now includes the full range of
corporate activities. Many areas previously
immune to cost reduction initiatives such
as marketing, legal and consulting are
being impacted.
Outsourcing has proven effective at
reducing operational and infrastructure
costs for Pharma companies. One of
the major challenges becomes what

available.

Redefining the Business
Model - Marketing Example
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As stated above, the need to reduce costs
is forcing companies to look at areas
which have previously been exempt for
cost reduction initiatives. One of these
areas is marketing. The marketing of a
Pharmaceutical product is a long cycle and
involves processes that begin long before
the product itself is promoted. Up to the
point where actual promotion begins, the
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data and processes, to achieve desired
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agencies who work very closely with the

completion. Procurement can expand its
influence by moving further down the
supply chain and negotiating contracts
with sub-contractors of their preferred
suppliers. Care should be taken such that
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when work needs to go outside a suppliers
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While the example above illustrates a
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major global initiative, gaining efficiencies
and reducing cost structure is not limited

True partnerships – Some Pharmaceutical

by the creative agency (and typically
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to sweeping initiatives which impact
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core marketing team. Historically, the
strategy, development and production of

In pilot studies related to comparing costs
of identical collateral material produced
via the offshore versus traditional model,
procurement savings in the vicinity of 3070% have been achieved. The wide range is
a function of the complexity and nature of
the asset being produced.
While the savings that can be generated
have the potential to be substantial,
the road to achieve them is not straight
forward and simple.

indicated next.

shop, it is directed to one of the preferred

companies have formed relationships
which extend way beyond the traditional
client/vendor relationship. In partnerships
of this level, true enterprise interactions
take place to look at the entire breadth of
operations and partner to bring mutual
benefit to both organizations.

Moving Ahead
With the projection for the Pharmaceutical landscape to continue to become more and
more regulated, restricted and competitive, drug companies will need to continue to look
for ways to improve on their bottom lines. While the challenges associated with revenue are
beyond the scope of this paper, there are multitudes of ways in which the expense line can
be impacted to achieve cost reductions.
The scrutiny (and adaptation) in two key areas will define the BPO trend for Pharma moving
forward, Research & Development (R&D) and continued inroads into Sales and Marketing:

Research & Development
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Pharmaceutical companies are seriously reevaluating their R&D efforts. While
the migration to contract manufacturing is not new, there is a new found focus
on Pharma “manufacturers” getting completely out of the manufacturing &
research aspects of drug development. Completely outsourced manufacturing
and product licensing models are being adopted with ever increasing
frequency as companies are looking for every way possibly to bring products to
market faster, and at lower costs.

Sales and Marketing

Pharmaceutical companies are rethinking how they structure and support their
sales and marketing efforts. The increasing threat of traditional Pharma brands by
such trends as branded generic and biopharmaceutical, products (especially in
emerging markets) is a serious concern to manufacturers. Pharma companies are
consistently adopting new strategies to obtain customers. Social media outreach,
non traditional brand building, and multi channel distribution will extend beyond
its current consumer focus to target health professionals in emerging markets
where, unlike the western countries, no structured database currently exists.
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BPO providers can support Pharma companies by leveraging their global footprint to develop innovative solutions to meet future
challenges. In emerging markets, BPO partnerships can allow for development of data and information sources which are currently either
lacking or non-existent. The expertise in data mining and core analytics will allow Pharma to access critical information to assist in decision
making, without the requirement of having to invest their own staff and infrastructure.
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