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The contract
research landscape

For more than twenty years the trend of outsourcing
R&D activitiesin the pharmaceutical industry has been

gaining traction.’

Driven by the need for continued
innovation, outsourcing to a
Contract Research Organisation
(CRO) has now become a mainstay
for pharmaceutical, biotechnology
and biomed companies of all sizes.
However, this outsourcing
relationship often raises financing
and cash-flow challenges for CROs
as they see through the drug
delivery process across the various
phases of the journey from

pre-clinical and clinical

research to trial management
and pharmacovigilance. On the
one hand, large pharmaceutical
companies require a CRO to be
self-sufficient managing the
entire drug development process.
On the other, small and emerging
biotech often need the support
of smart financing resources

and infrastructure to fuel
sustainable growth.
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the CRO market is expected to
reach $63.83 billion by 2024"

There can be no doubt that growth will
remain strong for CROs. Their ability to
navigate regulatory environments,
conduct clinical trials and assist in
bringing drugs to market makes them
increasingly essential to the industry.
In fact, independent tailored contract
research activities and end-to-end
development have become such a key
part of the drug development process
that the CRO market is expected to reach
$63.83 billion by 2024 from $43.03
billion in 2019, at a compound annual
growth rate (CAGR) of 8.2%.2

This parallels the growth of the
laboratory equipment market which,

at a global scale, is expected to grow

by a further $8.63 billion over the period
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2021-2025, at a similar CAGR of 8%.3
Of course, the increased research
activities in pharmaceutical and
biotechnology industries are chiefly
responsible for driving growth in the
lab equipment market.* Likewise,
technological advancements in lab
equipment enable developers to
leverage artificial intelligence (Al), the
Internet of Things (IoT), and virtual
reality (VR) opening up new pathways in
the drug development process.

In order to encourage this impressive
growth and keep up with demand, CROs
will need to invest in state-of-the-art
technology — this is where smart finance
can help.




Almost 1700 labs operating
in the UK

England alone, clinical research
is worth £2.7 billion a year

The UK pharmaceutical
industry invests £4.3 billion
a year into R&D

CROs in the UK

Before we examine what smart finance looks like and how it
works, we should review the CRO sector specifically in the UK,
and why the issue of smart financing is such an issue here.

While CROs are international by
nature, contributing to global
healthcare research, the UK has

established an impressive footprint.

According to the Contract Research
Map there are almost 1700 labg
operating in the UK.® In England
alone, clinical research is worth
£2.7 billion a year,fand the UK
pharmaceutical industry invests
£4.3 billion a year into R&D.’

Clinical trials — a key aspect of R&D
— are predominantly undertaken in

Europe with the UK leading the pack

in early clinical research.® Prior to
the pandemic, research from the
Association of the British
Pharmaceutical Industry (ABPI)
recognised the UK as a world-
leading expertise in the areas of

heart disease, immunology and
conditions affecting the nervous
system research.’

Despite the impact of the
pandemic, the UK still faces

serious competition from research
organisations around the world but
especially in the USA, Germany,
China and Japan where higher
investment levels have culminated
in continued sector dominance (for
the USA) and enhanced competitive
advantage (Germany, China, Japan).
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In England alone, clinical research is
worth £2.7 billion a year, and the
UK pharmaceutical industry invests
£4.3 billion a year into R&D"”
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At its peak, the pandemic
reduced clinical research
capacity by 87% in England
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| Pandemic trends

Further pressures are also affecting the need for CROs to acquire the
medical technology they need, at scale and at speed.

Overall the growth in the CRO market

in the UK and beyond is driven by the
accelerated research practices linked to
COVID-19 response as well as the need to
develop new medicines to treat and fight
the increasing prevalence of chronic
diseases and conditions.

Not only did the pandemic shine a
light on the sector, it also well and
truly side-lined the long-established
processes, parameters and timelines
for clinical development.

At its peak, the pandemic reduced
clinical research capacity by 87% in
England.' Similarly, more than 50% of
members of the Association of Medical
Research Charities reported stopping,
deferring or pausing most of their trials.”

Likewise, study participation dropped
dramatically. For example, most
impacted was oncology —formerly the
majority of the UK’s research portfolio

— where enrolments fell by 87.5% in May
2020 compared to same period of the
previous year.™

Across the board, research activities and
clinical trials relating to chronic diseases
and conditions were halted or delayed as
researchers devoted their expertise and
attention to the pressing need for a
defence against COVID-19. The industry
was forced to respond to the twin
challenges of restrictions on performing
clinical trials — due to social distancing
measures — and the very urgent need to
deliver yet more trials, more efficiently
than ever, for the development of a
COVID vaccine.

CROs have been forced to rethink
and reshape approaches.”

As such, the pandemic has not only
affected the number of trials conducted
but equally the way clinical trials are now
designed and delivered. Faced with this
contradictory challenge alongside the
disruption of all related processes
(planning, feasibility, design, protocol,
execution), CROs have been forced to
rethink and reshape approaches.

The result is an increase in hybrid
models where traditional clinics operate
in parallel with decentralised trials and

environments.™ Quite simply, hybrid
clinical trials and remote patient
monitoring have enabled uninterrupted

trials during the sequential lockdowns and

changing restrictions as well as cost
savings of 15-20%.™ This more digital
approach to the clinical process therefore
presents significant growth prospects for
the CRO market. However, changing

practices and digital transformation often

require a wholesale replacement of key

technologies and equipment, all of which

is a challenge for fast-growing CROs.
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Scaling the drug
| development pathway

While the CRO market suffered disruption as a result of the pandemic,

recovery is expected to be swift.

This means CROs of all sizes but
especially those in the development
stage need to rapidly scale their
offering to respond to both the backlog
of R&D work delayed by the pandemic
and the now elevated standards for
solution delivery driven by the rapid
vaccine response.

In short, following the pandemic
research overdrive, the pace of future
research is now expected to be higher
with tighter deadlines where CROs are
required to react with total flexibility.

This can only be achieved with access
to digital ready and high-end clinical
chemistry equipment such as
high-resolution mass spectrometers that
can simultaneously quantify thousands
of samples enhancing precision, depth,
and throughput; flexible, scalable,
automation-ready immunoassay and
chemistry analyzers including PCR
machines; state-of-the-art centrifuge
models to meet growing volume and
turnaround requirements; and chemical
reactors with programmable software
and data logging capabilities.
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As technological capabilities advance,
projects are now being designed
around the ability to easily scale up and
down at different stages. Smart
automation software is facilitating
seamless scheduling, data collation and
sharing as well as improved safety and

SECUI'ity measures.

Clearly, for research organisations to
remain competitive and meet the
heightened expectations for seamless
drug delivery will necessitate significant
investment in both equipment,
software and infrastructure.

Smart financing offers three major advantages over
generalist finance:

e Technology expertise which understands real business outcomes;

e Breadth of financing solutions which can meet every organisation’s exact needs;

e Smooth, sophisticated processes which makes the use of smart finance seamless
and easy.

Technology expertise leverages deep
understanding of the technology and
how it is applied in practice, plus the
benefits and return on investment it
delivers in real-world applications.

Healthcare financiers who have an
in-depth understanding of the drug
research and development technology
and its applications can provide these
tailored financing packages. SFS

Many CROs are turning to smart finance to enable sustainable
pathways to investment. Smart financing — offered by specialist
financiers — enables the acquisition of technology and equipment for
competitive advantage, in a way that is financially sustainable and
tailored to the organisation’s specific business and cash-flow needs.
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precious capital budgets.

Smooth processes put customer
experience front and centre — delivering
speed and ease, supported by digital
tools, techniques and specialist

sector experts.

| Conclusion

While COVID has indisputably accelerated the pace of research, it has
also had delayed essential research into and clinical trials for other
ailments and diseases.” For CROs to get processes back on track and
meet the heightened demand for their services, significant
investment in high-end equipment and technology is required.

For this reason, an increasing number of CROs — particularly those in
the pre-profit, post-revenue stages — are turning to smart finance
solutions from specialist financiers. Drawing on a deep knowledge of
the drug research and development sector, specialist financiers work
with the CROs to flex finance periods and terms to align with strategic
goals and outcomes.
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