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Forecasting

Pharma’s
Future

Given the volatility of today’s financial landscape,
companies, more than ever, need a robust
forecasting strategy that is clear, effective, and accurate.

With so much uncertainty in some of
“
the emerging markets, it is important to
get cross-functional input when
developing country guidelines.

”
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s companies seek to negotiate
the volatility of emerging markets, the uncertainties of
healthcare reforms, and changing customer demands, accurate forecasting will need to come to the fore as
a way to address the changing pharma landscape.
Experts say one of the greatest concerns for
the industry is the health of global economies
— from lingering concerns related to debtladen countries in the European Union to
trade surpluses fueled by purposefully devalued currencies. The impact of these issues and
the stability of global markets and currencies
will have significant influence on the pharmaceutical industry.
Ken Fyvie, senior consultant in the life-sciences and healthcare practice at PA Consulting,
says countries are spending an increasing proportion of their GDP on health.
“This is not sustainable,” he says. “The current stress in global economies and the pressure
on sovereign wealth are sharpening the challenge. But in most cases the responsibility for
meeting the current and future demands for
healthcare will still have to be met by governments with funding from the public purse.
“Companies are recognizing the need to
provide higher value from lower cost options,”
Mr. Fyvie continues. “The need to increase the
use of generics and more frequent and rigorous
assessment of the value for money associated
with new medicines make that requirement
very clear.”
Mr. Fyvie says both the payer and the
provider communities are going to be demanding a great deal more evidence of effect
and value from pharmaceutical products.

A

“Companies are starting to realize that
the days of the traditional sales and marketing model haved passed and they need to be
thinking about how to engage their evolving
community of customers differently,” he
says.
Judith Kulich, principal, ZS Associates,
points out that the pharmaceutical sector is
and continues to be better insulated than
many other industries in this and past recessions.
But she says the industry must reduce its
reliance on what has historically been the
strongest global economies. In the past, pharmaceutical companies were able to forge their
revenue from the top seven global economies
and global markets.
“The top seven markets may have contributed as much as 80% of companies’ global
volume,” Ms. Kulich says. “Now, we’re seeing
pharmaceutical companies looking toward the
top 15 to 20 markets to contribute that 80%.”
Emerging markets are going to change the
perspective and focus pharmaceutical companies have about their portfolios, says Craig
Wylie, senior consultant in life-sciences and
healthcare practices at PA Consulting.
“My expectation is that within six years,
the direction of companies will be quite different than it is now,” he says.
Matt Geller, Ph.D., president of Geller
Biopharm, says the volatility of global markets
means more focus by pharmaceutical companies on earnings as opposed to longer-term
pipelines.
“There is a tendency for companies to avoid
risk; therefore, there is an increasing move toward in-licensing,” he says. “Pharmaceutical
companies are relying more and more on
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biotech companies for their pipelines and
most big-cap pharma companies are doing
less research and development internally.”
Mr. Wylie agrees, saying more pharmaceutical companies are looking at in-sourcing
products and entering into more partnering
agreements.

Slowing Growth in Developed Markets
The IMS Institute for Healthcare Informatics has
reported that global spending for medicines will
reach almost $1.1 trillion by 2015, reflecting a
slowing CAGR of 3% to 6% over the next five
years. This compares with 6.2% annual growth
over the past five years. Lower levels of spending
growth for medicines in the U.S., the ongoing
impact of patent expiries in developed markets,
continuing strong demand in pharmerging
markets, and policy-driven changes in several
countries are among the key factors that will
influence future growth, according to the IMS
Institute’s new study, The Global Use of Medicines:
Outlook Through 2015.
In its latest analysis, the IMS Institute identifies
the following dynamics:

» Brands accelerate their decline in share of
spending.

» Novel therapies address unmet patient needs.
» Pharmerging markets approach U.S. levels of
spending on medicines.

» Health policy decisions affect spending in the
long term.

» Biosimilars evolve rapidly, but adoption is limited.
The IMS Institute also identified the leading
therapeutic classes in 2015. These include:
oncology, which is expected to remain the
leading therapy class but with slowing growth of
5% to 8% as existing targeted therapies already
have been widely adopted; diabetes treatments,
where spending is forecast to be 4% to 7%, driven
by the rising prevalence of the disease and by the
uptake of newer oral antidiabetic agents; asthma
and COPD treatments, where growth is expected
to slow to 2% to 5%; and lipid regulators, where
spending will fall to $31 billion in 2015 from $37
billion in 2010.
Source: IMS Health
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Effective Decision-Making
Ms. Kulich says companies are relying on
more streamlined models and tools for evaluating global markets.
“They are recognizing that the breadth and
magnitude of the forecasts they are creating
are quite complex and may be limited globally,” she says.
Ms. Kulich says a key trend is a focus on aggregation, consolidation, access, and reporting.
“Because forecasts are to inform a broader
group of users, there is a push toward online
forecast management and online access such
that the latest forecasts are always available to
the broadest set of customers,” she says.
Mr. Fyvie says a good strategy is based on
good information in the hands of people with
the right experience and intelligence.
“Through that combination of experience,
even wisdom, access to quality information is
what makes for good decision-making,” he says.
Ms. Kulich agrees, saying the tools are
only as accurate as the information used.
“The tools themselves will run the math,”
she says. “It is much more important to ensure
that there is good information going into the
forecast models and that people across the company are comfortable with the information.”
In terms of building credible forecasts, Ms.
Kulich recommends consistent approaches
that take into account the nuances of varying
markets, whether geographic or therapeutic
area or the life cycle of the product, where
there is a level of consistency that can be used
to evaluate opportunities in an apples to apples manner.
“We also recommend transparency so the
systems are simple enough to use and the
models provide clear sources of information
that can be documented and assumptions can
be culled out and recognized so that any user
of the forecast can understand what has gone
into the forecast and where any areas of uncertainty may exist,” she says.
Ms. Kulich says with so much uncertainty
in some of the emerging markets, it is important to get cross-functional input from within
the organization.
Many pharmaceutical companies, she says,
are creating country guidelines that include
perspectives on market growth in terms of patients, revenue potential, the healthcare system, and intellectual property considerations.
“There are so many differing sources of information and companies have to develop a
consistent point of view across the organization,” she says.
Ms. Kulich says to develop as robust a

Emerging markets are going to
“
change the perspective and focus
of pharmaceutical companies
about their portfolios.

”
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forecast as possible and to understand the dynamics in the various countries, companies
should evaluate published medical literature,
epidemiology studies that have been conducted in the emerging markets, and government publications. They should also tap into
panels of experts to inform their thinking and
these should include payer groups, government representatives, opinion leaders, and
physicians, as well as referring to analysts reports and what the financial markets are
doing. PV
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