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The pharmaceuticals sector presents opportunities for 
making significant profits that still remain untapped

With prices falling and industrial and R&D costs on the rise, certification constraints, patents being lost and 
the development of generic drugs, pharmaceuticals manufacturers are today facing a variety of complex 
challenges. We ask two experts for their views on which levers can be actuated to help these companies restore 
their competitive edge and return to the front of the pack.

Décideurs. How would you describe the 
current situation of the pharmaceuticals 
sector? 
Alain Chaptal. Today, every company 
in the pharmaceuticals sector is having 
to face up to a multitude of challenges: 
the sales prices of medicinal products 
are falling following the intervention 
of the health authorities, generic drugs 
are flooding the market, constraints are 
building up, costs are increasing, and it is 
taking longer to develop new products. 
What’s more, the unforeseeable develop-
ments in the geopolitical and regulatory 
spheres, together with the rising number 
of precautionary principles, are preven-
ting any visibility. Companies are having 
to adapt and rethink their strategies in 
order to remain competitive. They are 
doing so by focusing on innovation, 
and also by demanding more from their 
employees in terms of adapting their 
work methods and contributing to the 
necessary changes. 

Décideurs. And what, in your opinion, 
are these changes that need to be made? 
Hicham Abbad Andaloussi. Business 

and research have always been two key 
drivers, and are still important develop-
ment factors. However, companies also 
must act in relation to their product 
portfolio, supply chain and purchases. 

Décideurs. So you’re involved in devising 
business policies? 
A. C. In effect, yes. It’s crucial to ratio-
nalize the product portfolio. However, 
not many companies do so regularly and 
systematically. In the vast majority of 
cases, their strong “conservative” culture 
leads to an unclear business offering and 
ever-increasing complexity on all fronts: 
commercial, industrial, and even legal. 
For instance, write-offs – the destruction 
of expired products or ingredients – need 
to be managed very methodically in 
order to be dramatically reduced. They 
currently account for between 1% and 
2% of the annual result! In addition, 
the variability of sales prices, when they 
are not regulated, is rarely exploited, 
even though there are opportunities for 
making significant profits. 

Décideurs. Have industrial constraints 

left any room for manoeuvre in respect 
of the supply chain? 
H. A. A. Here too, we need to challenge 
the status quo. Industrial strategies 
lack any flexibility or innovation. An 
in-depth, systematic approach would 
generate substantial savings. We need 
to draw from what’s happened in other 
sectors in order to optimize site use and 
simplify, standardize and restructure 
operations. 

Décideurs. Companies are increasingly 
using subcontractors to meet their pro-
duction needs. How are they managed? 
A. C. Subcontracting is still rarely 
managed on an overall level, even though 
it can account for anything from 5% to 
100% of production! In order to sim-
plify it, optimize the use of internal 
capacities and lower costs, you need to 
consistently reflect on the make-or-buy 
decision. Subcontracting must be seen 
as a virtual factory with a multitude of 
workshops. It needs to be managed in 
a specific way, and occasionally such a 
task is entrusted to an “external factories 
director”, but this position is still all too 
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rare – most often, it is left down to those 
in charge of the factories, purchases and 
the supply chain, even though it is not 
their primary goal. 

Décideurs. You mentioned the potential 
of purchases. In what way are they a re-
latively untapped resource? 
H. A. A. Purchases, which account for 
roughly half of a company’s turnover, 
show a great deal of potential. However, 
their importance remains somewhat 
understated. Too often lumped together 
with negotiations or supplies, the pur-
chasing department, which is highly 
strategic in other sectors (such as the 
automobile and aeronautical industries), 
still needs to gain its stripes in the phar-
maceuticals sector. 

Décideurs. What would a stronger pur-
chasing department bring to the table? 
A. C. Cost optimization is today no lon-
ger simply a matter of buying things at 
cheaper prices, but of spending more 
efficiently by questioning the needs of 
internal clients and reducing consump-
tion. A stronger purchasing department 
also allows risks to be controlled, whether 
these are operational risks (supply inter-
ruptions, dependencies, monopolies), 
global risks (exchange rates, natural 
disasters, geopolitical situations, adverse 
weather conditions) or risks relating 
to corporate social responsibility (cor-
porate, social, environmental or poli-
tical matters). Lastly, it can play a part 
in the company’s growth by working 

upstream of projects, developing inno-
vative approaches and supporting the 
company’s strategy. 

Décideurs. In order to be applicable, 
these levers require profound changes 
to be made to the company’s struc-
ture. How can such changes be imple-
mented? 
H. A. A. Cost savings are possible at every 
single level, by mapping procedures and 
structures, functionally analysing actual 
requirements and rolling out shared ser-
vices. The role of “performance director” 
is gradually becoming more widespread 
in industry and services as a whole – this 
person, with the support of their direc-
tors, is responsible for overseeing an 
improvement programme. However, 
this role is still very much in its infancy 
in the health sector. In addition, when 
projects need to be implemented, many 
companies do not have the means to 
do so. A pragmatic approach is there-
fore absolutely vital. KLB Group offers 
exactly that, in a bid to deliver rapid, 
long-lasting results. KLB Group not only 
offers advice, but also assists its clients in 
implementing operational and transfor-
mation projects by combining the right 
expertise (purchases, supply chain, qua-
lity, finance, engineering, and so on) with 
the right business model (flat fees, success 
fees, mixed fees). 

Décideurs. To finish, do you have any 
specific examples to illustrate what 
you offer? 

A. C.We once worked for an indus-
trial firm that operated primarily 
in the chemistry sector – chemicals 
representing its principal source of 
com¬petiveness. Its production pro-
cess involved a step of chemical satu-
ration, which required an expensive 
double installation in its premises. 
We assembled all the teams needed 
to first come up with improvement 
plans, and then implement them. In 
the end, a new systematic “debottle-
necking” process allowed the firm to 
triple its capacity in five years, with 
only minimal investments being 
made to upgrade its existing facili-
ties.
H. A. A. Here’s another example: we 
once guided an industrial firm as it 
transformed its purchasing practices. 
It was able to broaden its expertise, 
increase its level of coverage, and 
find a better balance between rede-
sign and innovation projects, and 
ultimately freed up €30 million of 
cash in three years! Finally, another 
of our clients used to only work with 
two subcontractors that specialized 
in a specific and expensive type of 
technology. By working as a mul-
tifunctional team, we were able to 
transform its operating procedures, 
enabling it to adopt more standard 
forms of technology, increase its 
subcontracting network from 2 to 
16 companies and cut its costs by 
30%, all while reducing its risks of 
technological dependence! 
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