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The growth strategies of a global pharmaceutical company:  
a case study of Aspen Pharmacare Holdings Limited 
Abstract 

Given the rapid and sustained growth of Aspen over the past decade, the main aim of this study is to identify and ana-
lyze the growth strategies, adopted by Aspen over the period from 2004 to 2014. The research method used was a de-
scriptive study through a single case study of Aspen by analyzing secondary data in the form of publicly available 
company reports and presentations, as well as financial results, issued between 2004 and 2014.  The study finds that, 
guided by strategic and visionary leadership, Aspen adopted a number of growth strategies including (i) organic 
growth, as a key factor in creating incremental value for Aspen and its stakeholders, (ii) inorganic growth, in the form 
of carefully planned and well executed acquisitions, aligned to the Group strategy, (iii) extending territorial coverage 
through global expansion, particularly into emerging pharmaceutical countries, and (iv) ongoing investment in produc-
tion capabilities as a means of achieving a strategic advantage.  Despite the challenges of intense competition, restric-
tive legislation, pressure on medicine prices, currency volatility and market specific risks, Aspen has delivered double-
digit earnings growth to its shareholders for 16 consecutive years.  
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Introduction 

Aspen Pharmacare Holdings Limited (“Aspen”) is a 
global supplier of branded and generic pharmaceutical 
products, as well as infant nutritional and consumer 
healthcare products in selected territories (Aspen, 
2014).  The company was established in a suburban 
home in Durban, South Africa in 1997.  A year later it 
listed on the South African stock exchange, the JSE 
Limited (“JSE”), through a reverse listing into 
Medhold Limited (Aspen, 2014).  The following year 
Aspen acquired South African Druggists, the largest 
South African-owned pharmaceutical company at the 
time (Cairns, 2011), for R2.4 billion in a highly lever-
aged hostile takeover, described as a mouse eating an 
elephant (Tshabalala, 2014). In its 2014 Integrated 
Report, the Aspen Group reported that for 16 consecu-
tive years it had delivered sustained double-digit earn-
ings growth to its shareholders, with a compound an-
nual growth rate in revenue, operating profit and nor-
malized headline earnings per share exceeding 40% 
for this period (Aspen, 2014). 

There are a number of diverse approaches to grow-
ing a company, and managers are faced with a num-
ber of options to choose from and decisions to make 
in order to achieve sustainable growth.  A carefully 
formulated growth strategy, appropriate to the com-
pany and which takes into account the importance of 
execution and integration, is thus an essential ele-
ment of business management. 
                                                      
 Victoria Margaret Hodgon, Muhammad Ehsanul Hoque, 2017. 
Victoria Margaret Hodgon, Graduate School of Business and Leadership, 
University of KwaZulu-Natal (Westville Campus) Durban, South Africa. 
Muhammad Ehsanul Hoque, Graduate School of Business and Leadership, 
University of KwaZulu-Natal (Westville Campus) Durban, South Africa. 
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The crafting of a strategy is management’s plan on 
how the business will be run and is a commitment to 
pursue a particular set of actions in order to grow 
the business (Hough et al., 2011).  This involves 
choosing, what activities it will perform as well as 
those which it will not perform, deciding whether it 
will compete on price or efficiency or whether it 
will create a position based on a unique advantage. 

Given the rapid and sustained growth of Aspen over 
the past decade, the main aim of this study was to 
identify and analyze the growth strategies adopted 
by Aspen over the period from 2004 to 2014.  The 
research also aimed to determine, what challenges 
faced Aspen in implementing the growth strategies.   

1. Literature review 

1.1. The growth strategies of a global 
pharmaceutical company. 1.1.1. The growth imper-
ative. In business it is said that growth is an imperative 
not an option, and some authors even go to the extent 
of saying “your company can either grow or die” 
(Rich, 1999, p. 27).  Growth is key to long term suc-
cess, as it is a prerequisite for increasing revenue, prof-
its and shareholder value.  A business that is growing 
is a healthy business as it ensures that the business has 
a future and is an attractive prospect for investors 
(Strategic Direction, 2006). 

A survey of over 1,200 chief executives from many 
of the world’s largest and most complex companies, 
revealed that growth is an imperative, and a focus in 
the broader business strategies (KPMG, 2015).  In 
particular, in the top strategic priorities and chal-
lenges facing CEOs, growth was a factor in every 
single one (KPMG, 2015). This emphasis on growth 
has also permeated the leadership structures of 
many notable companies, who have introduced a 
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new category of senior corporate officer known as 
the Chief Growth Officer (CGO) (Dalton and Dal-
ton, 2006), whose role is aimed at ensuring that sus-
tained and profitable growth remains at the forefront 
of a company’s strategy (Buss, 2014). 

There are a number of diverse approaches to grow-
ing a company.  Growth through internally focused 
organic growth, externally focused inorganic 
growth, or a combination of both, is available to 
most companies, regardless of their size.  Each has 
its benefits, risks and trade-offs and careful planning 
and execution is required to ensure that the end re-
sult creates value for the company (Kuntz, 2014).  A 
carefully formulated growth strategy, appropriate to 
the company, and which takes into account the im-
portance of execution and integration, is key to 
achieving sustainable growth. 

In the global pharmaceutical industry, faced with 
pricing and cost pressures, stringent regulations and 
shrinking margins in both mature and emerging 
markets, growth is fundamental to continued surviv-
al and profitability (Roland, 2013).   

1.1.2. Organic growth. Organic growth is the 
growth rate achieved by a company due to internal 
operations, which excludes any growth or profit 
from takeovers, mergers or acquisitions.  Organic 
growth is achieved, when a company grows from 
within and is also referred to as core growth, as it 
represents the true growth from the core of the com-
pany (Dalton and Dalton, 2006).  Organic growth is 
said to be a good indicator of how well management 
has used internal resources to expand profits 
(Investopedia, 2015). 

Mognetti (2002, p. xviii) describes organic growth 
as a permanent opportunity, which is a “stone’s 
throw” away from where a company is currently 
positioned.  Organic growth is said to offer a less 
expensive, faster and less risky short-term return on 
investment than external growth (Mognetti, 2002). 

A basic form of organic growth involves selling 
more of a company’s existing products to existing 
customers (Duckler, 2015), and is also known as 
market penetration.  The focus is on leveraging a 
company’s resources and capabilities to optimize 
existing customer relationships – two of the ways in 
which this can be achieved, is through an improve-
ment in marketing effectiveness (such as increasing 
advertising) or sales productivity (such as increasing 
the sales force).  Whilst not overly innovative, these 
efforts can lead to broad scale and system wide 
growth if done correctly (Duckler, 2015). 

1.1.3. Vertical integration. Vertical integration is the 
merging together of two businesses that are at dif-
ferent stages of a value chain, contrasted to horizon-
tal integration, which is the merging of two busi-
nesses at the same stage of a value chain or produc-

tion (Hindle, 2008). Vertical integration thus refers 
to a company’s ownership of vertically related ac-
tivities, and it can either be backward, where the 
company takes ownership and control of an activity 
behind it, such as the production of its own compo-
nents or inputs, or it can be forward, where the 
company takes control of an activity further on in 
the production process, such as activities undertaken 
by its distributors (Grant, 2010). 

The greater a company’s ownership extends over stag-
es of the value chain for its products, the greater the 
degree of vertical integration (Grant, 2010).  In this 
regard vertical integration may also be full, where the 
company owns the whole value chain, or partial, 
where the company uses a combination of its own val-
ue chain, as well as others (Grant, 2010).  One of the 
major benefits of backward vertical integration is the 
control, which it gives a company over its access to the 
inputs, which it requires – including the cost, quality 
and deliver of such inputs (Hindle, 2008). The conven-
tional determinant of vertical integration is to compare 
the efficiency of markets with the efficiency of firms, 
thus if the cost of transacting through the market at a 
particular stage of the value chain is greater, than the 
cost of administering the activity within the company, 
then vertical integration should take place for the bene-
fit of the company (Grant, 2010). 

In the generic pharmaceutical industry there is often 
a clear demarcation between the upstream and 
downstream segments of the supply chain. Up-
stream manufacturers produce active pharmaceutical 
ingredients (APIs) using raw materials, such as 
basic and intermediate chemicals, solvents and cata-
lysts. APIs, which are chemical compounds with 
therapeutic properties, are supplied to downstream 
manufacturers, who combine the APIs with inactive 
ingredients and process them into finished dose 
forms such as tablets (Kubo, 2011). 

An important part of generic product development is 
the sourcing of APIs (Kubo, 2011).  As a result, 
backward vertical integration by a generic drug 
manufacturer into API manufacturing provides criti-
cal, mass and a number of advantages, including 
greater control of the supply chain, the ability to 
ensure timely availability of the required API to al-
low uninterrupted production of the generic prod-
ucts, input cost, reduction resulting in greater profit 
margins – all of which contribute to the growth of 
the generic company. 

1.1.4. Takeovers, mergers and acquisitions. Takeo-
vers, mergers and acquisitions are forms of inorganic 
growth, which involve the growth of a company other 
than from its own business activities.  Such inorganic 
growth is considered to be an accelerated form of 
growth, as it generally results in new skills and 
knowledge being available, gives rise to an increase in 
assets and market share, and provides access to capital 
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and new markets faster than by means of organic 
growth (Kuntz, 2014).  Mergers and acquisitions in 
particular are considered to be key corporate strategy 
tools, as they are the principal means by which com-
panies can achieve major extensions in the scope of 
their activities (Grant, 2010). 

Whilst takeovers and acquisitions have a similar 
meaning, an acquisition could relate to either a 
company or a product. A takeover however general-
ly refers to one company acquiring another compa-
ny and in so doing taking on the target company’s 
operations, assets and liabilities.  A takeover may 
have a negative connotation particularly in the con-
text of a hostile takeover which is when the the 
takeover is accomplished without the acquiring 
company, coming to an agreement with the target 
company’s management, but instead acquiring 
shares directly from the target company’s share-
holders in order to gain a controlling interest in the 
target company (Investopedia, 2015). 

A merger is when two companies amalgamate to 
form a new company, requiring agreement by the 
shareholders of both companies.  Mergers often oc-
cur, when the companies involved are of similar size 
and strength (Grant, 2010). 

Whilst mergers and acquisitions (“M&As”) are not 
new to the global pharmaceutical industry, the cur-
rent dealmaking activity, which is taking place has 
been described as “a frenetic explosion of M&A 
activity” (Wieczner, 2015) “merger fever” (Megget, 
2015) and “a record wave of dealmaking” (Ward, 
2015).  According to a KPMG report, in the first 
half of 2015, the total global closed deal value in the 
pharmaceutical sector was approximately US$170 
billion, nearly double the total closed deal value for 
the whole of 2014 (KPMG, 2015). 

1.1.5. Internationalization and the focus on emerg-
ing markets. In the pursuit of growth, new custom-
ers and profitability, internationalization presents a 
multitude of markets and offers vast opportunities to 
companies.  At the same time, such expansion is 
complex and requires a thorough understanding of 
how to formulate and implement strategies for com-
peting globally (Grant, 2010). 

Moving from a national to an international busi-
ness environment requires a focus on the profit 
implications of such expansion. The profitability 
of entering a foreign market rests upon two key 
factors: (i) the attractiveness of that market, and 
(ii) whether the company can establish a competi-
tive advantage within such market, particularly in 
relation to local companies and other multination-
als. This latter requirement depends on the com-
pany’s ability to transfer or replicate its capabili-
ties and resources to the new location whilst still 
retaining their effectiveness in conferring compet-
itive advantage (Grant, 2010). 

Assuming these two requirements are met, and the 
company determines that the potential exists for it to 
create value from internationalization are only the 
start of the journey.  Thereafter, the company needs 
to design the international strategy as well as the 
suitable organisational structures and systems to 
support it (Grant, 2010). 

1.1.6. Glocalization. A purely global strategy is on 
which views the world as a single market (Grant, 
2010).  Whilst there are certain benefits to having a 
global strategy, the need for national differentiation 
should not be overlooked. Glocalization (a combina-
tion of the words globalization and localization) is 
the integration of local elements into global prod-
ucts. It involves balancing the efficiency opportuni-
ties of global scale with the need for local adaption, 
and recognizes that there is a greater likelihood of 
succeeding in transplanting a product into a new 
market, if it is catered to the local region (Matusitz, 
2010). Companies should standardise product fea-
tures and company activities, where economies of 
scale are substantial, and allow for differentiation 
where national preferences are strongest – thus a 
careful combination of global standardisation and 
local adaptation (Grant, 2010). 

1.1.7. Pharmerging markets. Whilst the pharmaceu-
tical industry continues to grow in developed mar-
kets, due to macroeconomic factors and the impact 
of evolving healthcare reforms which result in pric-
ing pressures, the level of future growth is uncertain 
and expected to flatten (IMS Institute for Healthcare 
Informatics, 2014).  Emerging pharmaceutical mar-
kets, so called “pharmerging markets”, are however 
expected to grow more strongly than developed 
markets and are thus considered to offer significant 
growth opportunities for pharmaceutical companies 
(McKinsey & Company, 2012). 

It is expected that by 2016, these rapidly growing 
emerging markets will amount to almost one third of 
the global pharmaceutical market (approximately dou-
ble the percentage in 2006), and are therefore seen to 
play a vital role in sustaining growth in the pharmaceu-
tical industry (PwC, 2013).  Some of the key growth 
drivers include large populations, an increase in wealth 
and income levels, a growing trend towards healthier 
lifestyles, as well as increasing government and con-
sumer awareness about the benefits of a good 
healthcare system (Deloitte, 2014). 

Accessing this untapped potential is however not 
without its difficulties, as pharmaceutical compa-
nies, who attempt to establish or increase their 
presence in these expanding markets, find that 
they are faced with a number of risks and chal-
lenges, including: 

 Increasing government intervention through 
mechanisms, such as price setting and changes 
in manufacturing requirements. 
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 Increased competition, as local and multination-
al companies enter these markets. 

 Geographic size and cultural diversity. 
 Underdeveloped healthcare infrastructure and 

fragmented distribution systems. 
 The growth markets differ politically, geograph-

ically, religiously, socially and structurally as 
well as in terms of the treatments they need and 
their ability and willingness to pay for new med-
icines. (PwC, 2012) 

Given the commercial potential, which these mar-
kets hold, both generic and innovators companies 
are responding to the opportunities which these new, 
expanding markets hold either on their own or by 
pursuing mergers, acquisitions or joint ventures.  
However given the diversity among these regions, 
there is no “one-size-fits-all” approach, which can 
be used (PwC, 2013).  Commercial success is thus 
likely to be dependent on a thorough understanding 
of each market and its intricacies, investment in lo-
cal research, development and manufacturing as 
well as tailoring commercial models and approaches 
to meet the specific needs and characteristics of 
each market (Deloitte, 2014). This need for localisa-
tion thus requires pharmaceutical companies to bal-
ance their global competencies with tailored ap-
proaches for the local markets (PwC, 2013). 

2. Methodology 

The purpose of this research was to identify and an-
alyze the growth strategies, adopted by Aspen over 
the past decade. The nature of this research was thus 
concerned with finding out “what”, as opposed to 
“why”.  The question being asked is therefore “what 
has happened” contrasted with “why did something 
happen” (Yin, 2012). As a result, the research is of a 
descriptive nature, as opposed to explanatory in na-
ture, and for this reason a descriptive study was se-
lected as the type of research.  

The research method used was a descriptive study 
through a single case study of Aspen by analyzing 
secondary data in the form of publicly available 
company reports and presentations, issued between 
2004 and 2014.  Qualitative data were extracted and 
analysed to determine the growth strategies used by 
Aspen, whilst certain quantitative data were used for 
illustrative purposes. 

A case study is considered to be appropriate for use in 
a descriptive study, when answering a research ques-
tion such as “what is happening or has happened?” as a 
case study is able to provide the detailed descriptions 
or explanations, required to answer a question of this 
nature (Yin, 2012). This can be contrasted with the 
experiment (which may be useful, when trying to de-
termine the effectiveness of an initiative), and the sur-
vey (which may be used to determine, how often 
something has happened) (Yin, 2012). For these rea-

sons, a descriptive case study was considered to be the 
appropriate method for identifying and analyzing As-
pen’s growth strategies over the past decade. For this 
study, data were obtained by accessing the Aspen 
company reports and presentations, issued between 
2004 and 2014 and made publicly available on the 
company’s website. 

The following documents, for the period 2004 to 
2014 (both years inclusive), were downloaded and 
analyzed: 

 annual reports; 
 issued interim financial results (December of 

each year), including results of presentations, 
announcements and booklets; 

 issued final financial results (June of each year), 
including results of presentations, announce-
ments and booklets; and 

 presentations (such as investor and site presenta-
tions). 

The time period of 2004 to 2014 was selected as (i) 
Aspen has a 30 June financial year end and thus, at the 
time of the study, the most current data available were 
in respect of the 2014 financial year; (ii) working back 
from the 2014 data, an eleven year period in the com-
pany’s history was considered long enough to provide 
valuable insight into the company, whilst at the same 
time being reasonable and manageable in terms of the 
researcher’s resource constraints. 

With regard to the qualitative data, narratives and 
words were extracted from the accessed documents. 
Selection of the data for this study was guided by 
identifying the following: 

 key words and themes such as “growth” and 
“strategy”, as well as related words and themes; 

 details regarding products (such as launches), 
transactions, acquisitions (products and busi-
nesses), divestments (products and businesses), 
expansion (of capacity and geographically), 
partnerships and joint ventures, and capital ex-
penditure projects; 

 stated strategies; 
 initiatives and success factors; 
 core competencies;  
 strategic objectives and initiatives; 
 company milestones. 

3. Results 

Listed on the South African stock exchange (JSE), 
with its Group headquarters in Durban, South Af-
rica, Aspen has grown from a company with busi-
nesses in South Africa, Australia and the United 
Kingdom, and a market capitalization of approxi-
mately R4.8 million in 2004, to a truly global 
company with businesses on six continents and a 
market capitalization of R136 billion in 2014 
(Aspen, 2014). 
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Aspen is now the largest pharmaceutical company 
listed on the JSE and is one of the top 20 compa-
nies listed on this stock exchange.  It is ranked 
among the top five generic pharmaceutical pro-
ducers globally and has 26 manufacturing facili-
ties at 18 sites on six continents and approximate-

ly 10 000 employees (Aspen, 2014).  
Against this background, the growth of Aspen 
was considered by tracking the developments re-
ported in the Annual Reports between 2004 and 
2014.  These company milestones are summarized 
in Table 1. 

Table 1. Aspen milestones up to 2014 

1850 The commencement of the business in Port Elizabeth, South Africa, which later became Lennon Limited, the originator company to the Aspen Group today 

1997 
Aspen Healthcare (Pty) Limited began trading with Stephen Saad (current Group Chief Executive) and Gus Attridge (current Deputy Group Chief Execu-
tive), as two of the four founding members 

1998 Listed on the JSE through reverse listing into Medhold Limited 

1999 Acquired the pharmaceutical business of South African Druggists for R2.4 billion in a hostile take-over 

2001 Aspen Australia commenced trade as a start-up operation 

2003 Entered into a fostering arrangement with GSK for the marketing and distribution of 40 branded products into the South African private sector 

2003 
 Aspen Stavudine was launched – Africa’s first generic ARV 
 Aspen became the first generic company globally to be accredited to the PEPFAR Fund (United States President’s Emergency Plan for AIDS Relief) 
 The US-based Clinton Foundation announced that it had selected Aspen, together with two other multinational companies, for the manufacture of ARVs 

2004 Acquired FCC, the only South African manufacturer of APIs 

2004 Acquired Infacare, the infant nutritional brand, from Dutch-based Royal Numico 

2004 Aspen’s multi-million Rand Port Elizabeth-based Unit 1 facility became operational 

2005 Aspen’s Unit 1 facility in Port Elizabeth became the world’s first manufacturing site to receive tentative US FDA approval for the production of certain generic ARVs 

2006 
Secured distribution rights for a number of important ARVs from MSD, Bristol Myers Squibb, Roche and Tibotec as the Group extended its portfolio as the 
biggest supplier of ARVs in Africa 

2007 Prestige Brands Incorporated entered into an agreement with Aspen for the supply of eye drops from Aspen’s sterile facility in Port Elizabeth to the US market 

2008 Entered the Latin American market through an investment with Strides Acrolab Ltd in businesses established in Brazil, Mexico and Venezuela 

2008 Acquired 60% of the share capital of Shelys with businesses in Kenya, Tanzania and Uganda 

2008 
 Aspen Global, was set up to manage the intellectual property and commercial activities of Aspen’s international ventures 

 Aspen Global acquired the intellectual property rights to four GSK-branded products for R2.7 billion, enabling Aspen to distribute these global 
brands, namely Eltroxin, Imuran, Lanoxin and Zyloric, to more than 100 countries 

2009 

Concluded a series of strategic transactions with GSK worth R4.6 billion comprising: 
 the acquisition of the rights to distribute GSK’s pharmaceutical products in South Africa,  
 the formation of The GSK Aspen Healthcare for Africa Collaboration in SSA to market and sell pharmaceuticals in SSA,  
 the acquisition of eight specialist branded products for worldwide distribution, and  
 the acquisition of a manufacturing site in Bad Oldesloe, Germany 

2009 
Aspen Healthcare FZ LLC, was set up in Dubai to manage and represent the global brands portfolio in the European, Middle Eastern, North African and 
Canadian (EMENAC) region 

2010 Aspen Asia Company Limited was established 

2010 Took full control of the Latin American businesses acquired in 2008 

2010 Beta Healthcare commenced with commercial production at its newly built pharmaceutical manufacturing facility in Nairobi 

2010 Revenue exceeded R10 billion for the first time 

2011 Acquired the pharmaceutical business of Australian-based Sigma Pharmaceuticals Limited, now Aspen Pharma (Pty) Limited, for R5.9 billion 

2012 For the first time in its history, profits from Aspen’s International businesses exceeded those generated by the South African business 

2012 Aspen Philippines Inc. began trading 

2012 Acquired a portfolio of established GSK OTC products in selected territories for R2,1 billion 

2013 The International business became the biggest contributor to Group revenue for the first time 

2013 Acquired a portfolio of 25 established prescription-branded products from GSK (“classic brands”) with distribution rights in Australia 

2013 
Aspen Australia commenced the distribution of the leading infant nutritional products in that country following the acquisition of the rights to certain intel-
lectual property licences and the related business by the Aspen Group 

2013 
 Aspen Healthcare Taiwan Ltd was established 
 Aspen Pharmacare Nigeria Limited began trading  
 Aspen Medical Products Malaysia SDN BHD began trading 

2013 

 Aspen was one of five South African companies named on the Boston Consulting Group’s 2013 list of “100 Global Challengers” companies from emerging 
markets that are “growing so quickly overseas that they are reshaping industries and surpassing many traditional multinational companies” 

 Aspen Pharmacare was ranked 10th in the Sunday Times’ Business Times 2012 Top 100 South African Companies, while Group Chief Executive 
Stephen Saad received the Sunday Times “Business Leader of the Year” award 

2014 

 Aspen was one of four South African companies included on the Boston Consulting Group’s 2014 list of “100 Global Challengers” companies from emerging 
markets that are “growing so quickly overseas that they are reshaping industries and surpassing many traditional multinational companies” 

 Aspen was ranked as the 10th most innovative company by Forbes’ “The Top 25 Most Innovative Companies in the World 2014” list (Forbes Sep-
tember 2014) 

 Aspen was ranked 10th in the top 100 companies over five years category and second in the top 40 index companies over five years in the 2013 
Sunday Times “Top 100 Companies Awards” in South Africa 

2014 
Acquired an API business and a portfolio of branded finish dose form molecules from MSD as well as two branded injectable anticoagulants and a special-
ised sterile production site from GSK 
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Table 1 (cont.). Aspen milestones up to 2014 

2014 Established a number of additional offices across Europe, the CIS and in Latin America, increasing coverage to more than 50 locations across the world  

2014 Intellectual property rights in related infant nutritional businesses in Latin America and South Africa were acquired from Nestlé 

2014 Aspen Japan KK was established 

Source: compiled using Aspen company documents. 

In addition to the company milestones, a useful way of analyzing the nature of the business and the changes 
thereto, over the period 2004 to 2014, was by extracting selected acquisitions and divestments, as depicted 
in the growth themes depicted in Figure 1: 

 

Fig. 1. Aspen growth themes 

The growth, achieved by Aspen, is best illustrated in numbers.  Table 2 depicts the growth in numbers from 
2004 to 2014 in relation to specific indicators. 

Table 2. Aspen growth in numbers 2004–2014 

 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 

Revenue (R’million) 2 201.7 2 814.6 3 449.3 4 025.9 4 682.5 8 441.4 9 619.2 12 383.2 15 255.8 19 308.0 29 515.1 

Operating profit (R’million) 553.8 738.2 894.7 1 076.6 1 196.3 2 174.7 2 524.4 3 149.0 3 940.6 5 043.3 7 424.8 

Earnings per share 
(cents) 

99.8 137.6 185.3 205.6 245.3 374.6 494.9 595.5 645.8 773.0 1 097.9 

Headline earnings per 
share (cents) 

103.7 138.3 185.4 210.1 231.3 389.4 482.9 520.3 650.1 788.0 1 016.3 

Market capitalization at 
year-end (R’million) 

4 788.1 9 005.3 14 102.9 14 413.9 12 444.7 19 783.7 32 845.6 36 480.8 57 234.0 
103 

484.6 
136 395.8 

Share price at year-end 
(cents) 

1 270 2 380 3 650 3 700 3 180 5 475 7 610 8 400 12 585 22 707 29 889 

Cash flow from capital 
expenditure – property, 
plant & equipment 
(R’million) 

(158.6) (81.1) (174.6) (287.7) (379.3) (626.7) (632.0) (651.5) (469.6) (667.1) (1 328.9) 

Cash flow from capital 
expenditure – intangible 
assets (R’million) 

(90.6) (93.4) (132.4) (147.0) (166.0) (3 279.9) (660.5) (188.7) (2 148.8) (3 654.9) (700.4) 

Cash flow from acquisition 
of subsidiaries and busi-
nesses (R’million) 

(50.3) (262.1) (267.6) (0.1) (1 357.5) 102.9 33.4 (5 893.2) (315.6) (1 578.6) (19 764.2) 

Source: Compiled from Aspen company documents  

The impressive growth, shown by Aspen during 
the period under review, resulted in delivering 
double-digit earnings growth to its shareholders 
for 16 consecutive years.  This was achieved  
despite the challenges presented by the industry, 
as well as the markets, in which Aspen operated  

at the time. From the comprehensive analysis  
of the Annual Reports, issued between 2004  
and 2014, key words were extracted relating  
to the challenges faced by Aspen. From these  
key words, the themes depicted in Figure 2  
were identified. 
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Fig. 2. Aspen “challenge themes” 

4. Discussion 

4.1. Organic growth. “…Aspen recognizes that 
organic growth provides the most effective return 
on investment. …The product pipeline is critical 
to the future sustainability of the Group, provid-
ing opportunities to bring new products to the 
market and growing Aspen’s presence in addition 
to compensating for any products in decline in the 
existing portfolio. The product pipeline is a most 
valuable asset…” (Aspen, 2009, p. 26). Organic 
growth is achieved, when a company grows from 
within.  Many of Aspen’s stated strategic objec-
tives illustrate its recognition of the importance of 
maintaining organic growth:   

 increasing investment in new product devel-
opment; 

 continually commercialising new pharmaceuti-
cal products; 

 ability to source and launch new product pipeline; 
 first to market in new product launches; 
 sourcing and launching the new product pipe-

line; and 
 robust product pipeline for targeted strategic 

regions. 

The company therefore placed much focus on de-
veloping, and maintaining a strong product pipeline 
as a form of core growth aimed at selling more 
products to more customers in order to increase rev-
enues. Aspen also recognized that whilst “(r)evenue 
growth is an important factor in market share ad-
vancement and protection…without an acceptable 
margin of profit, growth in revenue alone is not a 
sustainable strategy” (Aspen, 2010, p. 74).  As a 
result, profit generation was a primary objective in 
the pursuit of growth.  

One of the ways, in which profitability was 
achieved, was through operational strategies which 
focused on manufacturing capacity and optimising 
production efficiencies. The effect of this was two-
fold: (i) with increased volumes, the supply of prod-
ucts was able to meet demand, and (ii) by realizing 
economies of scale, both the recovery of fixed costs 
and profit margins were improved. 

4.2. Inorganic growth. Aspen did not only focus its 
efforts on organic growth. Simultaneously it set out 
to supplement organic growth with strategic product 
and business acquisitions, with stated strategies in-
cluding: acquisitive growth; and assessing acquisi-
tive opportunities. 

Inorganic growth through acquisitions, effectively 
allows a company to purchase growth “off-the-
shelf” (Ward, 2015).  Whilst the access to new 
products and new markets is an attractive prospect 
for an acquiring company, the literature sets out 
the drawbacks of such a growth strategy.  These 
include the high cost, particularly in what Megget 
(2015) describes as the current “M&A frenzy” of 
competition for good assets in the pharmaceutical 
industry.  In addition the integration of the ac-
quired product or business often poses a major 
challenge to the extent that Grant (2010) describes 
the selection and integration of acquisitions as an 
organizational capability in itself. 

Aspen’s approach to acquisitions appears to take all 
of these factors into account: 

 “The acquired businesses and products bring 
immediate added value to Aspen’s earnings po-
tential, as well as providing the infrastructure to 
allow a continuation of growth into the next 
decade” (Aspen, 2008, p. 21); 
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 “The absence of material acquisitions over the 
past year has been a consequence of unrealistic 
pricing, preventing the conclusion of deals 
which represent value rather than a lack of am-
bition in this regard” (Aspen, 2007, p. 15); 

 Effective integration of acquisitions into the Group 
and adoption of Aspen’s corporate culture is rec-
ognized as a key strategic risk which requires fo-
cused mitigation activities (Aspen, 2012). 

One of the key factors in Aspen identifying and as-
sessing acquisitive opportunities was the need for 
them to be aligned with its business strategy.  As a 
result, Aspen’s product and business acquisitions 
may be described as strategic, and a closer inspec-
tion reveals the strategic intent behind them: 

 recognising the benefits of vertical integration, 
which allows for greater control over the quality 
and cost of supply of raw materials, Aspen 
made a number of key acquisitions in pursuit of 
this strategy. These included: 

 the acquisition of FCC (50% in 2004 and the 
remaining 50% in 2009) as a supplier of key 
APIs; and 

 a number of strategic acquisitions in 2014 posi-
tioning Aspen as a leading global player in anti-
coagulants (these included the acquisition of 
products, a specialized production site, which 
manufactures certain of these brands, as well as 
a manufacturing business which supplies the 
raw material for certain of the brands acquired – 
thereby creating the opportunity to harness ben-
efits from vertical integration). 

 Niche and specialized products: Aspen made a 
number of acquisitions in the pursuit of differ-
entiation from competitors and the access to 
profitable niche markets with high barriers to 
entry.  These included:  

 the building of specialist knowledge and capabili-
ties in the infant nutritional business (2004 ac-
quired the Infacare brand and manufacturing facil-
ity in South Africa, 2013 acquired the license 
rights in Australia and certain southern African 
territories (including South Africa) from Nestlé, 
and 2014 acquired license rights and a production 
facility in Latin America from Nestlé); 

 the acquisition of certain products in niche areas of 
highly specialized treatments from GSK in 2008; 

 the acquisition of eight specialist branded products 
for worldwide distribution from GSK in 2009; and 

 the 2014 anticoagulant acquisitions mentioned 
above related to products with few or no com-
petitor products. 

4.3. Global expansion. The literature recognizes 
that internationalization offers vast opportunities to 
companies in the pursuit of growth (Grant, 2010).  
Aspen shared this view as indicated in its stated in-
ternationalisation strategy: 

 expansion into new markets; 
 transforming the organization for international 

growth; and 
 expanding into new markets, with a particular 

emphasis on emerging markets. 

In addition to the creation of business growth oppor-
tunities, Aspen diversified its business into interna-
tional markets in order to mitigate the risk of expo-
sure to a single market. Through its geographic di-
versification, Aspen decreased its reliance on its 
domestic South African market, thereby spreading 
market risk and increasing the scope for robust and 
sustainable financial growth.  

From being a predominantly South African business 
in 2008, Aspen transformed into a diversified global 
business by 2012, when profits from Aspen’s Inter-
national businesses exceeded those, generated by 
the South African business for the first time. 

The approach followed was a combination of acquisi-
tive and organic growth in respect of both territory and 
product expansion.  This commenced in 2008 with 
investments in businesses in Latin America (Brazil, 
Mexico and Venezuela) and East Africa (Kenya, Tan-
zania and Uganda), as well as various product acquisi-
tions, which opened up numerous new global markets. 
Strategically, entities were established as hubs to man-
age the commercial activities of the international ven-
tures (in Mauritius) and relevant regions, such as 
EMENAC (in Dubai). Entities were also established in 
Hong Kong in the year 2010, Philippines in the year 
2012, Taiwan in the year 2013, Malaysia in the year 
2013 and Japan in the year 2014 as part of the estab-
lishment of a footprint in the Asia Pacific region. 

The 2014 infant nutritional acquisition from Aspen 
brought about expansion in Latin America (such as 
Colombia, Chile, Ecuador and Peru), whilst the 2014 
anticoagulant transactions gave rise to expansion in 
Europe with business units, being set up across Eu-
rope, including Eastern Europe and Russia. 

Once it had established a leading position in the 
South African pharmaceutical industry, Aspen con-
tinued to diversify its geographic presence to territo-
ries outside South Africa. As a result, the Group’s 
global expansion was anchored by the two large, 
mature concerns in South Africa and Australia, each 
with a leading market position and an ability to effi-
ciently convert profits into cash. Today South Africa 
remains the foundation of the business with its 
Group headquarters situated there. 

 Emerging markets: Emerging pharmaceutical 
markets, so called “pharmerging markets”, are 
considered to offer significant growth opportu-
nities for pharmaceutical companies (McKinsey 
& Company, 2012).  Aspen recognised this and, 
in increasing its global footprint, concentrated 
on emerging markets where robust growth was 
anticipated. 
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Aspen’s willingness to deal with the challenging trad-
ing conditions and barriers to entry, which were gener-
ally present in these pharmerging markets was largely 
based on the fact that the characteristics of the selected 
markets had much in common with South Africa (such 
as a growing population, increasing numbers of the 
aged, expanding middle class which is susceptible to 
lifestyle diseases and have heightened awareness of 
brands, price and quality) (Aspen, 2009). 

4.4. Investment in production capabilities. One of 
Aspen’s stated strategic objectives are “to achieve a 
strategic advantage through our production capabili-
ties” (Aspen, 2014). This is evident from the fact 
that, in addition to the investment in businesses and 
products, Aspen pursued profit and growth through 
the continual expansion and improvement of its 
production facilities and methods. From 2004 to 
2008 approximately R1 billion was spent on proper-
ty, plant and equipment. A 65% increase in expendi-
ture from 2008 to 2009 marked the start of three 
years of investment exceeding R6 million per an-
num.  In 2014 expenditure peaked at R1.3 billion, 
resulting in the total investment over the 10 year 
period from 2004 to 2014 being approximately R5.5 
billion. The continual investment in property, plant 
and equipment was aimed at increasing capacity, 
diversifying and increasing capabilities, as well as 
expanding into specialised areas of manufacture.  
This investment in manufacturing capability was 
intended to provide the Group with the capacity to 
pursue its growth objectives (Aspen, 2007). 

Developing these manufacturing capabilities into a 
core strength had a number of positive repercussions 
for Aspen: 

 created a catalyst for international expansion; 
 transformed Aspen from a domestic producer to 

a manufacturer with the capability to supply 
various products to any market in the world; 

 became an important supplier to the Group’s 
international business; 

 positioned the Group as a quality manufacturer 
of the highest international standards, providing 
an access point for the Group’s engagement 
with several of the world’s leading pharmaceu-
tical corporations from which additional busi-
ness collaborations developed; 

 maintained gross margins despite the general 
downward pressure on selling prices; and 

 facilitated the critical mass offered by high vol-
ume manufacture, resulting in reduced cost of 
goods and profit improvement. (Aspen company 
documents) 

Through Aspen’s ongoing investment in its production 
capacity and capabilities, it developed its manufactur-
ing into a core competence, which created a competi-
tive advantage and resulted in above average organiza-

tional performance, allowing Aspen to pursue growth 
through increased profitability and expansion. 

4.5. The strategy behind the growth. The growth 
achieved by Aspen between 2004 and 2014 is indica-
tive of a high performance organization.  Such 
growth, attained through organic and inorganic 
means as well as global expansion and the develop-
ment of manufacturing as a critical business asset, did 
not occur by chance. It would therefore be remiss not 
to mention strategy, which underpinned such 
growth.the effective formation and implementation of 
strategy which underpinned such growth. 

A number of the theories underlying the concept 
of strategy can be identified in Aspen’s develop-
ment, such as: 

 investing in strategically valuable resources 
(physical assets, intangible assets or capabili-
ties) to obtain a competitive edge over rivals 
(Collins and Montgomery, 2008); 

 reacting opportunistically to emerging possibili-
ties (Ovans, 2015); 

 deliberately choosing a distinctive set of activi-
ties to deliver a unique mix of value (Porter, 
1996); and 

 selecting a strategic position by identifying 
which activities are incompatible and purpose-
fully limiting what the company offers (Porter, 
1996) (here note the divestments referred to in 
Table 3, Section 3, which illustrate the trade-off 
decisions made by Aspen); 

The literature on strategy suggests that leadership is 
at the core of strategy (Edinger, 2013), and that the 
challenge of developing a clear strategy is depend-
ent on leadership (Porter, 1996). Such strategic 
leadership was demonstrated by Aspen’s top man-
agement team which: 

 recognized the importance of maintaining or-
ganic growth as a key factor in creating incre-
mental value; 

 identified strategic acquisitive opportunities to 
supplement organic growth, particularly those 
which could differentiate Aspen from its com-
petitors and which were a “strategic fit” for the 
business; 

 identified an internationalisation strategy, with a 
particular focus on emerging markets, as a 
means of mitigating the risk of exposure to a 
single market and creating business growth op-
portunities; and 

 built its manufacturing capabilities into a core 
competence through continuous investment and 
development, thereby creating a competitive ad-
vantage. 

Many of the growth strategies adopted by Aspen 
were in keeping with the trends identified in the 
studies on the pharmaceutical industry. Whilst As-
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pen’s approach was thus not unique, as the largest 
pharmaceutical company on the South African stock 
exchange, the JSE, it managed to outgrow and out-
perform its South African pharmaceutical competi-
tors which, it could be argued, were competing in 
the same marketplace and had the same growth 
strategies available to them.   

Whilst the growth strategies were thus not unique to 
Aspen, what the theory and case study results per-
haps do not capture is the less concrete concepts 
underlying such growth. Innovative, passionate, log-
ical, dedicated and persevering are all words, which 
could be used to describe the characteristics of the 
skilled and experienced leadership and management, 
which crafted and executed Aspen’s strategy across 
multiple territories and in so doing guided Aspen 
along its growth path. The balance of entrepreneuri-
alism and sound business fundamentals is at least 
one factor which set Aspen apart from its South Af-
rican competitors. 

4.6. Intense competition as challenge. One of the 
major challenges faced by Aspen was competition.  
Whilst competition is neither unique to the pharma-
ceutical industry, nor to South African companies, 
the generic pharmaceutical industry, as well as the 
global pharmaceutical industry in general, are char-
acterized by intense competition. In particular, the 
number of generic companies competing with the 
launch of a product upon patent expiry of a mole-
cule, as well as the presence of low-cost Asian 
pharmaceutical businesses in all major territories 
increases the level of competition in the generic 
pharmaceutical market space. 

4.7. Restrictive legislation as challenge. As the 
pharmaceutical industry is characterized by a com-
plex and evolving regulatory landscape, legislation 
posed another challenge to Aspen.  Regulatory con-
trol aimed at protecting consumers’ health and safe-
ty, takes the form of quality regulations, which re-
quires a pharmaceutical company to submit its 
products for registration with the relevant regulatory 
authority.  Such submission must include proof of 
feasibility of a product, proof of manufacturing ca-
pability for product supply and validated product 
efficacy (Aspen, 2010).  This process can take many 
years, affecting when the product can be launched in 
the intended market. 

As products must be registered in every market in 
which they are sold, Aspen initially faced challenges 
only in respect of the South African Medicines Con-
trol Council and encountered major delays in the 
registration of its products, at times with more than 
200 products awaiting registration.  Following glob-
al expansion, Aspen had to deal with the challenge 
of registering its products in many countries with 
multiple regulatory agencies each with their own 
registration requirements. 

4.8. Control of medicine prices in SA as challenge. 
Another form of regulatory control is aimed at contain-
ing the costs of medicines through price regulations.  
This links to another challenge, which Aspen faced, 
namely the pressure on medicine prices.  In South Af-
rica and most other countries worldwide, regulators 
seek to reduce the cost of pharmaceuticals through 
pricing legislation (ref).  Working within mandated 
price increases or price cuts, coupled with rising input 
costs presented an ongoing challenge to Aspen, requir-
ing initiatives to improve cost competitiveness and 
protect profit margins.  

4.9. Currency volatility. Currency volatility was 
another challenge faced by Aspen.  Prior to its glob-
al expansion, Aspen was chiefly concerned with the 
strength of the Rand relative to other currencies in-
sofar, as it impacted on import and export costs. 
However, increasing its geographic representation 
and conducting business in multiple currencies 
meant that Aspen also had to deal with an increase 
in currency exposure which could have an influence 
on its operations and potentially a major influence 
on its profitability. 

Entering into a number of transactions for the acqui-
sition of foreign businesses and assets with an obli-
gation to make payments in foreign currency meant 
that Aspen was exposed to the risk of exchange rate 
fluctuations. In addition, having foreign subsidiaries 
meant that Aspen was exposed to the effect of cur-
rency fluctuations particularly in respect of the con-
solidation of financial statements. 

Whilst Aspen’s company management could esti-
mate the exposure of the above types of currency 
exposure, another challenge was presented by unex-
pected currency fluctuations. As budgets and fore-
casts are prepared based on certain assumptions 
about exchange rate movements, unexpected cur-
rency rate changes pose a serious risk, as they are 
not provided for and can therefore substantially im-
pact a company’s cash flows and market value. 

4.10. Market specific risks. One of the major chal-
lenges which Aspen had to deal with as it expanded 
into new territories was market specific risks.  Deal-
ing with the regulatory, cultural and political chal-
lenges in different markets, required an in-depth 
understanding of the nature of each territory in order 
to determine how to overcome the hurdles present-
ed, and ensure that the business model could suc-
ceed in such environment. 

Examples of some of the market specific risks faced 
by Aspen are set out below: 

 Developed markets: weak growth mainly as a 
result of increased pricing regulation, pressure 
on the growth of these economies; 

 Emerging markets: generally challenging trad-
ing conditions and barriers to entry; 
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 Asia: diverse economic, social, cultural, legal 
and political environments of the different Asian 
countries; 

 Australia: aggressive legislated price cuts, in-
creased competition and resulting stagnant market; 

 Brazil: unpredictable and lengthy product regis-
tration timelines; 

 Europe: pricing pressures and high cost of labor; 
 Latin America: complex market in terms of the 

operating and regulatory environment specific 
to each territory (multiple individual markets), 
barriers to entry, and cultural challenges; 

 MENA: individually regulated countries, each 
at varying levels of healthcare development 
stages, challenging to navigate, political un-
rest in some countries; 

 South Africa: regulated price increases, weaken-
ing currency, inflationary pressures, energy 
costs, long product registration timelines; 

 SSA: political instability, lack of infrastructure, 
complex regulatory requirements, as well as in-
consistency in registration requirements be-
tween the regulatory bodies in the various coun-
tries, unstable economic climate, differing legis-

lation, commercial and cultural circumstances 
from country to country, easy penetration of 
counterfeit products to certain markets; and 

 Venezuela: challenging economic and political 
environment, devaluation of the currency. 

Conclusion  

Through an analysis of the growth strategies, 
adopted by Aspen between 2004 and 2014, the 
study found that, guided by strategic and vision-
ary leadership, the growth strategies were adopted 
by Aspen during the period  were organic growth, 
being a key factor in creating incremental  
value for Aspen and its stakeholders; inorganic 
growth, through carefully planned and well exe-
cuted acquisitions aligned to the Group  
strategy; extending territorial coverage through 
global expansion, with a focus on emerging 
pharmaceutical markets; and ongoing investment 
in production capabilities as a means of  
achieving a strategic advantage.  The challenges 
were intense competition; restrictive legislation; 
pressure on medicine prices; currency volatility; 
and market specific risks. 
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