
In a time of uncertainty, leadership trumps everything

The biopharma industry begins 2017 surrounded by uncertainty. No one knows what actions to expect 
from the new Administration and new leadership at the HHS, FDA, CMS and elsewhere. But the 
prospect of a government that issues policy via social media puts us into uncharted territory. On 
Capitol Hill, the Republican Congress is intent on significantly overhauling the Affordable Care Act, but 
faces real limitations posed by the fact that as many as 28 million people who were formerly uninsured 
are now in the healthcare marketplace.

And the political turmoil is only the backdrop to biopharma’s real challenges. In healthcare’s complex 
ecosystem, payers are now firmly in control—a control that extends to specialty therapeutics. Gone are 
the days when a demonstrably superior therapy targeted to a narrow population virtually guaranteed 
high valuations and revenues. That model held so long as the patient populations were relatively small. 
As cost-conscious as payers are, they still tacitly accepted a social contract that expected expensive 
therapies to be paid for, provided that they were sufficiently efficacious. 

However, the cost implications of the new generation of HCV therapies established, for the first time, 
limits to the checks payers would write. (That a significant number of patients reinfected themselves 
after a successful course of $50,000+ treatments only put a finer point on the issue.) For our clients 
and their peers, innovation is no longer enough—only therapies that change the underlying economic 
equation will be viable in the marketplace. A general sense of patient betterment or the conviction that 
unspecified benefits and cost savings will accrue over time is insufficient. This cements a fundamental 
shift in healthcare delivery that has unfolded over the last three years.

The central importance of pharmacoeconomics, combined with high levels of ambient political and 
regulatory uncertainty, will put a new focus on leadership. Biopharma leaders must keep their teams 
focused despite what will be an unpredictable echo chamber of pronouncement and commentary 
on drug pricing. Those leaders must also guide a cultural shift in their organizations that recognizes 
that science is now squarely in the service of a concrete and immediate financial vision. Boards need 
to screen more closely for how well the new leaders they appoint will fare in chronically uncertain 
environments.  

Underlying these challenges, there will be no easing of the biopharma talent shortage. With potential 
products undergoing economic scrutiny out of the gate, the field will be winnowed earlier, but the 
overall flow of companies to commercialization will continue largely unabated so long as the financial 
markets hold. Each milestone ratchets up the demand for talent another notch: Preparing for an IPO 
triggers the need for new board members; nearing commercialization requires the buildout of teams 
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that can forge stakeholder relationships and develop optimal market and pricing strategies; and as 
companies develop further into mature market players, new executives are needed to manage the 
complexities that come with a portfolio of products across multiple therapeutic areas. As we showed 
in our 2016 CXO study, public company candidates come largely from two primary sources: those 
available following a successful M&A transaction and those from larger biopharma companies and 
traditional pharmaceutical companies. Neither source can keep pace with demand. 

Key talent issues

The challenge of diversity continues to defy easy solutions. As the biopharma industry matures, it 
faces greater expectations regarding diversity in its senior ranks. These expectations, however, collide 
headlong with the industry’s increasing specialization. If a chief medical officer slot needs to be filled 
by an M.D./Ph.D. with experience shepherding immuno-oncology therapies from translational research 
to registration studies, the candidate pool will be very narrow and with little room for compromise 
on qualifications. Greater diversity at the CXO level thus requires a wider array of candidates in the 
pipeline. This is a challenge for the entire industry, but the fact is that the larger companies are best 
positioned to dedicate the resources to identifying and developing diverse leaders. Some of those 
executives will continue to rise where they are while others will be offered even more senior roles at 
smaller companies, thus increasing diversity throughout the industry. Larger companies that might 
balk at their role as talent incubators for the industry should understand that developing and promoting 
diverse leaders is critical for how they are perceived in today’s highly competitive marketplace.  
All candidates—whether diverse or not—look at the composition of a board and senior management 
as a proxy for the culture of a company. Having the lone diversity executive as the head of human 
resources doesn’t cut it anymore.

Companies need to place a greater emphasis on internal 
leadership development. In our study of new appointments that 
were made in four key roles—chief executive officer, chief financial 
officer, chief medical officer and chief commercial officer—
at 274 publicly held biopharma companies between January 
2014 and March 2016¸ we found that no more than 30 percent 
of those appointments went to internal candidates. This can be 
attributed partly to the pace of growth within the industry; senior 
personnel changes are often associated with events that elevate 
the company to a new level, and in those cases it can be easier 
to identify someone with the requisite track record by looking 
outside the organization. However, it is clear that this approach is 
unsustainable as the industry continues to mature. These findings 
also reinforce the importance not only of developing but working 
to actively retain executives in an industry where the talent market 
has always been fluid. 

The need for more advanced talent management strategies comes at a time when the human 
resources function in general has become significantly more sophisticated. The contemporary CHRO 
can no longer be a passive service provider to the rest of the leadership team; he or she must be 
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a business strategist, anticipating needs and bottlenecks, proactively managing the organization’s 
reputation within desired candidate pools and designing a human resources function that is a source of 
competitive advantage. Indeed, we expect an uptick in competition for CHROs and other senior human 
resources leaders—especially if firms from the 2013 and 2014 IPO classes continue to move product 
down the pipeline successfully and grow their organizations.

Experienced board members will continue to be in short supply. To take a measure of the 
demand for directors, we tracked 53 biopharma companies that went public in 2014 and found that they 
required 64 directors in 2015 and 37 directors through September of 2016 simply to replace existing 
board members who were rotating off. If one extends this across different IPO cohorts and adds the 
seats that need to be filled as boards prepare to go public, the extent of the shortage becomes clear; 
Atlas Venture’s Bruce Booth estimated from our data that more than 600 new board members will be 
required over the next several years. Companies will need to look beyond the ranks of pure pharma/
biopharma executives to consider director candidates from the broader healthcare universe.

Rationalization becomes a differentiator. During the industry’s early years, acquisition by Big Pharma 
was the presumed end-game. Today, the industry is mature enough that biopharma companies can 
stand on their own and be the ones doing the acquiring. Realizing the value of an acquisition, however, 
is fraught with risk. Companies whose management and boards have experience implementing 
successful integrations, as well as in overseeing the realignments and rationalizations that often are 
necessary after multiple transactions, will have a distinct advantage in the race to scale.

The year at Catalyst Advisors

The growth of our firm has allowed us to strengthen our ability to provide our clients with the relentless 
execution they have come to expect and that their own competitive pressures demand. Stephanie 
Maistrellis, who has spent more than 15 years in life sciences executive search, joined the firm in May 
as a Director. A veteran of two global executive search firms, Stephanie holds both an M.B.A. and a 
M.P.H. in Health Policy and Management from Emory University.

This past autumn, Todd Aghazadeh was promoted to Director, Research and Knowledge Management 
and Susan Newman was promoted to Director, Research and Client Management. Todd leads the 
firm’s data management group and heads the data component of our thought leadership efforts. Susan 
oversees the staffing, workflow and quality of the firm’s research team, and provides research support 
directly to recruiters and clients as a member of engagement teams. In addition, Ayn Teigman was 
promoted to Research Analyst, further deepening our capabilities in that key function.

We look forward to working with you in the year ahead. 
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