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Quim, Erich, in my opinion we’re rushing into things with the purchase of the factory. Things
have gone well so far and | think we have to focus on the other three pillars of the strategic
plan we launched a few months ago and leave the issue of the factory for the future, as we
originally planned. It’s too risky, don’t you think?

With these words, Alejandro Ollé started an informal meeting on October 12, 2012, at Erich
Blchen’s house, where the three founding partners of Galenicum were discussing the
company’s vertical integration. As they had no previous experience of manufacturing medicine,
their options included buying a plot of land and building their own factory, undertaking a joint
venture with another company, or purchasing the factory on the outskirts of Madrid that
Phamcorp*was planning to close. The news about this factory closure had rushed them into the
decision to vertically integrate the company, which they had planned to do later in the future.
After several weeks of intense talks, there was still no consensus among the partners about
which alternative would be the best for Galenicum’s future.

Ollé claimed that buying a plant meant a high degree of both business and financial risk. He said
this could jeopardize the objectives they had set for 2017. Early in 2012, the partners had rolled
out an ambitious strategic plan whereby they sought to become a global pharmaceutical
company and reach annual sales of €240 million within the following five years. Two months
before the close of 2012, sales were almost 20% below the €75 million achieved in 2011, the
best year in Galenicum’s history.

In parallel, the three friends wanted to take advantage of their meeting to discuss the future of
Jaime Solans, the fourth partner who had joined Galenicum three years after it had been set up.
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Beyond the fact that he was not going to reach his sales targets for 2012, Solans did not seem
to share the same ambition as the three founding partners. The original trio had to decide
whether to ask Solans to leave the company.

The Founding of Galenicum

Erich J.W. Blchen, Joaquim “Quim” Domingo, and Alejandro “Alex” Ollé founded Galenicum
Health in Barcelona in mid-2003 with the goal, in Ollé’s words, of “starting a business venture
together in a market niche in Spain, in an industry that we found very interesting because of its
social importance.” Domingo explained later:

We ventured into it on sheer blind drive. We had the ambition that any entrepreneur has: to
set up our own company and make it grow sustainably. We weren’t aware of the complexity
of the pharmaceutical industry, its entry barriers, and the giants we were going to compete
against.

The idea arose in early 2002, after a business trip to India. Ollé and Domingo spent several months
in India working on a project for a mobile telephone operator, a client of the strategic consulting
firm where they worked, Cluster Consulting. Knowing his close friends were there, Blichen went
out to see them and took advantage of the chance to visit a distributor of his family’s chemical
company. This was the distributor that told Bichen that India had extensive experience of
pharmaceutical R&D and that it was one of the world’s leading producers of active pharmaceutical
ingredients (APIs), the substances behind the pharmacological effects of medication. Although the
United States was a leading importer of APIs from India, pharmaceutical companies in Europe
generally developed APIs internally.

Based on these conversations, and aware that both Domingo and Ollé wanted to start their own
company, Bichen suggested that they explore the opportunity of entering the generic
pharmaceutical market in Spain? by implementing the US model of importing APIs and selling
them to pharmaceutical companies, which would then develop the drug (the finished dosage
form or FDF). When large pharmaceutical companies buy APIs from a third party, such as
Galenicum, not only does this bring them huge savings in R&D costs but it also enables them to
focus on their core business: the development of the drug itself, the FDF.

After several days of reflection, the three friends decided to dive in. Domingo would leave his job
as a consultant to work full-time on the project, while Biichen and Ollé would combine their
respective jobs in the family-owned company and the consulting one with the new project for six
months, until they had secured initial agreements with the Indian API suppliers. Only then would
they start working in the new business full-time. In June 2003, the partners founded Galenicum
Health with an investment of €12,000 each. They thus set up one of Spain’s first APl traders, which
until then had existed only in a very limited way in the country’s pharmaceutical market.

Blchen had a degree in business administration and an MBA. He came from the chemical and
iron and steel industries, where he had worked in his family’s company since his graduation.
Even though Blchen had no specific experience of the pharmaceutical industry, the chemical
industry had given him important contacts in Spain and India. Domingo and Ollé were both

2|n 2003, generic drugs accounted for 6.7% of the Spanish pharmaceutical market, whereas the market share was as high
as 20% in some other European countries (Farmaindustria, 2004). Exhibit 1 contains a brief description of the process of
developing a drug.
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industrial engineers and had started their careers in consulting. At the time they founded
Galenicum Health, all three partners were 27 years old and unmarried.

Blchen, Ollé and Domingo were not only childhood friends—they also shared a keen
entrepreneurial spirit, an incredible work ethic, and strong mutual respect. Domingo was the
most aggressive and creative, in addition to being a good negotiator and having a great business
vision. Blchen had extensive experience of trading chemical products and was well acquainted
with the processes needed to implement the business model involved, especially in terms of
financing and procurement. Ollé was slightly more conservative and prudent in decision-making.
He was also more methodical and had a clear analytical and financial vision.

The early years were crucial to the company, as the three founders had to earn the trust of major
pharmaceutical companies in Spain. They had to have a good product and, above all, high-quality
Indian suppliers. A good starting point was the naming of Galenicum in 2004 as the exclusive
agent in Spain for Dr. Reddy’s, a leading pharmaceutical laboratory in India.

Consolidation of the Business in Spain and International Expansion

With Galenicum’s swift growth, many customers regarded the three partners as “smart guys”
and encouraged them to go beyond trading and to start developing and selling finished products
themselves. Along with this encouragement, the partners were spurred on by Galenicum’s good
relations with major Spanish companies, so in 2005 the trio started to codevelop their first
generic drug. The process concluded with the sale of its dossier.® Developing finished products
required additional investment and entailed greater risks too, since the process could last up to
three years. (See Exhibit 2.) There was a high probability of success once the process had started.

In parallel, the partners decided that it was time to start growing outside Spain and to use the same
business model to look for customers elsewhere in Europe. They started their international
expansion in Portugal by selling APIs with the hope that, in the future, they would also be able to sell
the dossiers of any products they had developed internally. With this ambitious goal in mind, a new
partner, Jaime Solans, became a Galenicum shareholder in late 2005. Solans, who was 31, came from
another pharmaceutical laboratory where he had been the director of business development. He
had a portfolio of European customers that could potentially become Galenicum customers.

The development that began in 2005 proved fruitful and, in mid-2007, Galenicum registered its
first generic drug in Spain (atorvastatin).* With the successful sale of this first product, some
Spanish laboratories suggested to the partners that they develop drugs together, which helped
Galenicum secure its position in the Spanish market. The entry into product development ended
up helping Galenicum create a portfolio of patents of its own generics. According to Blichen:

Galenicum is not a traditional pharmaceutical company, since it does not target the end
customer. However, it does serve a purpose in a market (generic drugs) that needs many new
launches every year. The majority of laboratories could not take on the development of
new products internally.

After the success of the company’s early developments, the partners continued to expand their
value proposition. They launched their first contract manufacturing project, whereby Galenicum

3 The document that contains the generic drug formula.

4 Atorvastatin belongs to the group of drugs known as statins and is used to lower lipids in the blood such as cholesterol
and triglycerides. (Information provided by the company).
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