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Hyper-competition of Pharma Services

� What is Competition? Hyper-competition?
� Does Hyper-competition Happen on Products? Services?
� What are Pharmaceutical Services? What are CRO’s?
� CRO Market Segmentation
� Global Competition in Drug R&D Services
� Innovations at SCYNEXIS: Fully-integrated Solutions
� SCYNEXIS by the Numbers
� Conclusions and Questions
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Porter’s Five Forces:  The Competition Model

Innovative Drug Pipeline Solutions

Source: Emory University: Goizueta Business Library



How Do We Compete?

� Bargaining of Customers
� “I’d like to have this for $X, Company Y can do it, How about you?”

� Walmart retail strategy
� Supplier Power

� Competitor may have more demand from the same suppliers

� DeBeers monopoly
� Substitute Products

� Easier to use, Better performance

� Straight razor vs. Mach 5
� New Industry Entrants

� Low cost manufacturers, New technologies

� Records & CD’s vs. iPod
� Industry Environment

� Market conditions, Advances in manufacturing, Supply vs. Demand

� Diabetes treatments:  Pig insulin vs. Recombinant h uman insulin



Hyper-competition

Innovative Drug Pipeline Solutions

Coined in the mid-1990's by Richard D'Aveni
(Tuck Business School, Dartmouth)

Refers to companies that gained competitive 
advantage by operating at ultra-efficient levels
without increasing profits .



Hyper-competition Examples

� Products 
� Cars:  Toyota vs. GM 
� TV’s:  Southeast Asia vs. The World
� CD’s:  Walmart vs. Local CD Shop
� Tangible product prices are greatly affected by sup ply 

chain, manufacturing efficiencies and low-cost labo r

� Services
� Tax Returns:  Tax Advisors vs. TurboTax vs. India
� Radiology:     Duke vs. Computers in China
� Cell Phone Customer Service:  Sean vs. Sanjay
� Selected services don’t require R&D But that seems to 

be a result of IT 
infrastructure, 

right?

But that seems to 
be cost cutting, 

right?



Problems Facing Pharma

� Patent Expiration
� >$55B by 2012 from just the Top 10 Pharma Companies!

� Generic Competition
� Fast followers file applications before patents expire (TEVA, Watson, etc.)

� Shift from Small Molecule to Proteins/Vaccines
� Many pharma companies built their empires on small molecule mfg

� Me-too Drugs 
� Similar drug design, follow-on’s are usually priced much lower

� Stagnant NME Approval Rates from FDA 
� 2005 – 2009:  30 - 35 - 25 – 25 - 26

� Existing Drugs Work Well 
� Demand for new drugs for certain therapies is low (Statins work great!)



Pharmaceutical R&D Services

Innovative Drug Pipeline Solutions
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Average Cost to Develop a Drug: $800M
Primary Focus:  Increase the “Shots on Goal”



Is Outsourcing the Key?

Source: Contract Pharma, March 2009

Outsourcing Trends Across Industries
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Contract Research Organizations (CRO’s)

Innovative Drug Pipeline Solutions

Aptuit (Global)

ArrayBiopharm (CO) AMRI (US/Global)

WuXi-AppTec (US/China)

Syngene (India)

Advinus (India)

Evotec (DE)

BioFocusDPI (UK)

SCYNEXIS (NC)Quintiles (US/Global) PPD (US/Global)

Cirrus (NC) Charles River (US)

GVK Biosciences (India)

Pharmaron (China)

Offer pharmaceutical companies a cost-effective alt ernative to performing work in-house



CRO Market Segmentation

Demographics
Top 20 / Biotechs / Virtuals

Geography, Small Molecule vs. Biologicals

Purchasing / Contract Preferences
FTE vs. Time & Materials vs. Fixed Bids vs. Commerc ial 

CRO Services
Chemical vs. Product vs. Clinical

Development

Situational Factors
Scale (People vs. Mfg), Capital, 

Turnaround Time, Breadth of  Pipeline,
Phase I vs. II vs. III 

Pharma 

Personality Characteristics
Similar Values/Culture, Risk vs. Reward, Quality, L oyalty
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Global Competition In R&D Services

Innovative Drug Pipeline Solutions

Discovery
Preclinical
Formulations
Manufacturing



9/4/09 – FierceBiotech News 

1/5/10 – PharmaLive News 

3/23/09 – FierceBiotech News 

1/14/06 – Highbeam News 
Outsourcing R&D:  Shipping Drug R&D Abroad
10/12/09 – C&E News Cover Article

According to staffing firm Challenger, Gray and Chr istmas, 58,696 pharmaceutical and biotech jobs have  
been cut through the end of October of this year. T hat's 15,000 more jobs lost than in all of 2008. 

Recent Headlines

1/7/10 – FierceBiotech News 



Recent Case Studies

� Case Study 2: High-Potent API Manufacturing In India 
� Complex Natural Product + Biosynthetic Manufacturing 
� Proposal: 3 FTE’s / 1 Year – State of the Art Facility
� $45,000 / FTE – Total Costs: $135,000

� Case Study 1:  FTE Full Development in China
� Virtual Presence in US
� Already Working with Big Pharma
� Need 20,000+ ft2 API Manufacturing Suite
� Government Will Build the Buildings and Furnish Labs in

Under 6 Months Can private 
investors keep 
pace? What 
about IP?

How do you 
compete on 
low price?



� Its all a matter of perspective:

� 2008 R&D Spending, Domestic: $38.4 B

Are US Companies Doomed?

Chinese Late-Stage
Research

18% APR Growth
$240M by 2012



So How Do We Compete?



INNOVATIONS AT SCYNEXIS:
Fully-integrated Solutions

Innovative Drug Pipeline Solutions



SCYNEXIS is a fully-integrated drug discovery and development
company headquartered in Research Triangle Park, NC.  SCYNEXIS’
mission is to be the leader in delivering effective and innovative drug 
pipeline solutions to our global client base.

Expertise Areas Include:
� Medicinal Chemistry
� Computational Chemistry
� Process / cGMP Chemistry
� Analytical Chemistry
� ADMET-PK, Bioanalysis
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SCYNEXIS:  Innovative Drug Pipeline Solutions

Do you want compounds
or

Do you want DRUGS?



Dedicated Project Team
Project Leader
Medicinal Chemists
Computational Chemists
Analytical & Bioanalytical Chemists
DMPK & Toxicologists
Biochemistry & Screening Scientists
Process Development Chemist
cGMP API Manufacturing Chemist

Research Unit

SCYNEXIS® Proprietary and Confidential Information

SCYNEXIS offers pharmaceutical & chemical development 
services and desires to develop long-term relationships by 
providing dedicated project resources .  

SCYNEXIS:  Research Units



SCYNEXIS:  By the Numbers

� 140+ Employees Across 2 Campuses
17 Years of Experience (Average)
50% Ph.D.’s on Chemistry Teams

� 120,000 ft2 facilities in RTP, NC
64 Fume Hoods
Largest “Chemistry House” in Southeast
LC/MS/MS, HPLC, GC/MS, NMR, DSC
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� 100+ Clients Spanning the Globe 
Virtual/Biotech/Midsize/Top 25
MedChem/Process/DMPK

� Strong Financials
Fully-Integrated Programs
Service/Milestones
Potential Royalty Streams



Focus on Teamwork
Integrated Project Management &

Weekly Client Updates

Customer Service Excellence
>90% Return Rate of Business

VALUEVALUE --ADDEDADDED
SERVICES @SERVICES @

SCYNEXISSCYNEXIS
11 Preclinical Candidates11 Preclinical Candidates

CLIENT
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Differentiation: SCYNEXIS Value Proposition

Drug Discovery & Development Expertise
Concept  to Marketed Drugs

~17 Years Experience Per FTE

Integrity & Confidentiality
US Operations, Data Security, Clients Own IP

Innovation & Creativity
World-Class Scientists & Proven Track Record



� Hyper-competition is no longer just about products
� Drug R&D is about cost-effective “shots on goal”
� CRO’s are competing on a global scale
� Outsourcing trends are increasing
� Strategic, integrated solutions are key
� SCYNEXIS is world-renown for delivering preclinical candidates

Conclusions
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SCYNEXIS is a fully-integrated drug discovery and development company
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