
© 2018 Syneos Health™. All rights reserved.

THE VALUE OF FOCUS

Portfolio Strategy for BioPharma in a New Era

By Neel Patel, Nelson Azoulay and Adam Mathias



THE VALUE OF FOCUS

© 2018 Syneos Health™. All rights reserved.

Introduction
Over the last decade, several factors have converged to drive biopharmaceutical 
companies (both large and small) to narrow their therapeutic areas of focus and to 
consolidate via acquisitions, divestitures and asset swaps. The push for cost 
containment and greater efficiency in the drug development process is one such 
factor. Companies also must ride the crest of technological advance in areas like 
precision medicine and immuno-oncology to “future proof” themselves and remain 
competitive and relevant.

Looking ahead, the Trump administration’s stated intention to incentivize  
U.S. companies to repatriate their overseas cash is likely to spark another wave of 
consolidation, followed by more divestitures of non-core areas and asset swap deals. 
This is especially likely in an environment where pipelines are relatively dry, fewer 
blockbusters are on the horizon and companies are increasingly looking to 
externalize their research and development (R&D) activities.

We also anticipate that, over time, companies’ increasing hyper-focus will push them 
to transition “beyond the pill” as they become more involved in disease management 
and care delivery, providing support services and leveraging digital technologies.

This paper takes a closer look at these trends and their strategic implications for 
companies seeking to maximize their pipelines, revenues and growth over the next 
10-15 years.

Powerful Forces in Play
Pharmaceutical companies are being driven to sharpen their therapeutic focus by 
several powerful forces. The first is the push for cost containment and greater 
efficiency in drug development. With a downsized workforce, companies can no 
longer afford to spread their R&D resources thin across multiple disease areas and, 
to build a unique competitive advantage, must prioritize. The push for greater 
efficiency began more than 10 years ago as large pharmaceutical companies 
transitioned from primary care-focused to specialty physician-focused portfolios. 
Now companies are increasing their focus even more on specific diseases and 
therapeutic areas.

In addition, companies are being driven to keep pace with technological advances—
e.g., the explosion in genomics, T-cell immunotherapy, companion diagnostics— 
or risk irrelevance. Using these new technologies, companies have to dig deeper  
to understand complex disease mechanisms to develop innovative therapies. 
Companies are also working to capitalize on advances in wearable technologies and, 
in the process, are becoming more patient-centric and focused on comprehensive 
disease management to deliver value “beyond the pill.”

In this environment, being successful means working to identify synergies across a 
company’s areas of expertise and technological resources so that every ounce of 
effort yields a bigger impact. With more focus, companies also have the opportunity 
to engage in a more “high-touch” way with customers. Deep scientific understanding 
can be coupled with deep insight into the patient experience, the continuum of care, 
and the priorities of healthcare providers, payers and other key stakeholders.
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The Value of Focus
Companies are adjusting their portfolio strategies in a variety of ways to respond to these forces, as evidenced by some of the 
high-profile acquisition and licensing deals that have taken place over the last few years.

The asset swap is one strategy companies are successfully using. For example, in 2015, GSK announced the completion of its 
deal to sell its oncology business to Novartis for $14.5 billion and acquire Novartis’ vaccine business for $5.25 billion. GSK and 
Novartis also pooled their consumer healthcare businesses in a joint venture, with Novartis owning a minority stake.

Companies are also divesting businesses that have become inconsistent with their overall strategic vision—and sometimes 
redefining themselves in the process. In 2016, for instance, Allergan announced the sale of its $40 billion generics distribution 
business to Teva as part of its evolution to becoming a more focused “Growth Pharma” leader.

Other companies are taking a close look at secondary businesses like animal and consumer health and, depending on their 
strategic areas of focus, are making deals to swap, divest or build their assets in these areas. In January 2017, for example, 
Boehringer Ingelheim and Sanofi confirmed the closing of their swap of Sanofi’s Animal Health and Boehringer Ingelheim’s 
Consumer Healthcare businesses. In 2015, Novartis sold its animal health business to Lilly for $5.4 billion. In 2014, Bayer 
acquired Merck’s consumer health unit for $14.2 billion.

Our analysis shows the degree to which companies are reaping the benefits of these strategies. We looked at 2014-2020 
forecasts for the top 15 pharma and biotech companies (by revenue). On average, a “focused” company (≤4 therapeutic areas) 
had a higher projected revenue growth compared to a “diversified” company (>4 therapeutic areas) (Table 1 and Figure 2).

Forecast Revenue Increase from 2014-2020 Count

Focused (TA≤4) Companies 61% 5

Diversified (TA>4) Companies 27% 10

Table 1. Forecasted revenue growth for “focused” vs. “diversified” companies, 2014-2020  
(top 15 companies by revenue).

Figure 2. Relationship between forecasted revenue growth and number of TAs, 2014-2020 
(top 15 companies by revenue).
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Where the Hot Spots Are
Among the top 25 pharma and biotech companies by revenue, three therapeutic areas—oncology, central nervous system and 
rare disease—are getting the lion’s share of attention as companies seek the rewards of a more focused portfolio strategy.

Oncology
This is where 16 out of the top 25 companies in our analysis have made significant investments over the last five years. 
Examples include Amgen’s acquisition of Onyx Pharmaceuticals in 2013 to add to its already robust oncology pipeline; 
AbbVie’s acquisition of Pharmacyclics in 2015 (and its co-promote with J&J on Imbruvica® [ibrutinib]) to enhance its 
scientific and commercial presence in oncology; and Pfizer’s acquisition of Medivation and its blockbuster Xtandi® 
(enzalutamide), along with two promising development-stage assets talazoparib and pidilizumab, to accelerate its 
oncology leadership.

Other companies moving to position themselves as a major player in oncology include Astra Zeneca, with its promising 
anti-PD-L1 monoclonal antibody durvalumab in non-small cell lung cancer (NSCLC). Bristol-Myers Squibb (BMS) put its 
immuno-oncology stake in the ground with the blockbusters Yervoy® (ipilimumab) and Opdivo® (nivolumab) and now has 
an active R&D pipeline across cancer types. BMS is a good example of a traditionally large pharma company with products 
across many therapeutic areas that has slimmed down their list of offerings and sold off life cycle business to others (e.g., 
it sold its global diabetes business to AstraZeneca for $2.7 billion in 2014) while intensifying its therapeutic areas of focus.

A number of companies are casting rivalries aside in pursuit of combination immunotherapies to attack cancer via 
multiple immune system pathways and potentially yield greater benefit for more patients. A prime example is the 
collaboration between Lilly and Merck to investigate Lilly’s Lartruvo™ (olaratumab) in combination with Merck’s Keytruda® 
(pembrolizumab) in patients with previously treated advanced or metastatic soft tissue sarcoma (STS). Lilly is also testing 
its TGFßR1 kinase inhibitor galunisertib with BMS’s Opdivo in a Phase I/II trial of patients with advanced brain tumors, liver 
cancer and NSCLC.

Central Nervous System (CNS) Disorders
These constitute another area of intensifying activity, particularly acquisitions of Phase II-III assets and companies.  
Allergan is a perfect example. It has been steadily concentrating its focus on CNS with a number of major acquisition and 
licensing deals over the last several years (e.g., with Heptares Therapeutics, Chase Pharmaceuticals and Naurex), giving it 
access to pipelines of innovative new therapies for Alzheimer’s disease, major depressive disorders and other serious 
neurological conditions.

Rare Diseases
In recent years, rare disease products have become an attractive area for pharmaceutical and biotech development given 
their often shorter or accelerated clinical development timelines, lower development and commercialization costs, fewer 
life-cycle challenges and their inherent ability to address significant unmet needs. For some companies, focusing on rare 
diseases has been transformational. Particularly noteworthy has been Genzyme’s expanding collaboration with Alnylam to 
advance RNAi therapeutics for rare genetic diseases, which, in 2014, resulted in a $700 million (12 percent ownership) deal, 
giving Genzyme significant global rights to Alnylam’s portfolio of clinical and pre-clinical stage drug candidates. With its 
acquisitions of Baxalta for $32 billion, ViroPharma for $4.2 billion and NPS and Dyax for $5 billion each, Shire is now a rare 
disease powerhouse as it transitions from sole reliance on its attention-deficit hyperactivity disorder (ADHD) portfolio.

If all of this activity has a downside, it is that these therapeutic areas, especially oncology, are becoming crowded. But intense 
competition is also pushing companies to be true innovators in these categories—for example, Gilead with its cure for HCV and 
Biogen, which is shooting for the stars with aducanumab for Alzheimer’s disease. The CNS and rare disease therapeutic areas are 
two of the riskier ones, but with this risk comes great potential (again, see Gilead).
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What the Future Holds
Increased merger and acquisition activity is likely to be a hallmark of the times as 
companies take a more focused approach to their portfolio strategy, fueled by 
continuing cost containment pressures, lack of internal R&D capabilities and pipeline 
potential, and the need to keep pace with technological advances.

Deal making activity is also likely to be driven by changes in the political and tax 
spheres, including the new administration’s stated intention to incentivize U.S. 
companies to repatriate their overseas cash. Corporate America had $1.3 trillion, or 
74 percent of its total cash, stashed overseas in 2016, according to Moody’s Investors 
Service. While the top five overseas cash holders are technology companies, big 
pharma accounts for a large portion of that cash. For example, J&J, Amgen and  
Eli Lilly each hold nearly $250 billion in overseas funds.1

The Trump administration has suggested it will propose a “tax holiday” to allow 
repatriation of overseas cash at a 10 percent tax rate (which they have resisted doing 
at the current 35 percent tax rate). If this happens, drug makers are likely to spend 
this money on acquisitions to build their scientific and technological leadership in 
target areas of interest.

As these trends continue, we anticipate that, over time, this hyper-focus and the 
patient-centricity that is its natural extension will encourage companies to transition 
“beyond the pill” and become more involved in disease management and care 
delivery, providing support services and leveraging digital technologies. Furthermore, 
they will be developing core capabilities specific to their areas of focus from both an 
R&D perspective and a commercial infrastructure perspective.

The Bottom Line
In an era characterized by the need to both contain costs and keep up with 
technological advances, both large and small companies need to be thinking carefully 
about their portfolio strategy, but thinking about them somewhat differently.

Smaller companies should ensure they remain focused on bringing deep expertise 
and technological innovation to the table to remain potential targets for licensing 
deals or acquisition. Large companies need to carefully align their corporate vision 
and goals with their portfolio to ensure appropriate resource allocation and cost 
efficiencies. While the downsides of being more focused include lower diversification 
and higher risk, both can be mitigated by strategic and efficient R&D and M&A 
activity when balanced with the opportunity for delivering increased value through 
innovation to address unmet needs.
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About Syneos Health
Syneos Health™ (Nasdaq:SYNH) is the only fully integrated biopharmaceutical solutions organization. Our company, 
including a Contract Research Organization (CRO) and Contract Commercial Organization (CCO), is purpose-built to 
accelerate customer performance to address modern market realities. Created through the merger of two industry 
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technologies and apply advanced business practices to speed our customers’ delivery of important therapies to 
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