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Developing Products in the Animal Health 
Industry
The animal health industry has seen a transformation over 
the past few years in terms of investment dollars flowing 
into the industry, as investors see this space as a previously 
untapped area of growth. Even so, there is a great deal of 
unfamiliarity with the space, leading investors to either take 
chances with what they believe to be the facts, or to undergo 
a long evaluation process in which no investment takes place 
due to uncertainty around the field.

The animal health market is a very different market than 
that of human health. There are few third-party payers as 
insurance is still embryonic, and there are no transactional 
government programmes. Veterinarians sell and dispense 
medications, vaccines, and other products so the value of 
products versus services becomes blurred at the consumer 
level. The value of the overall market also gets confounded 
by the inclusion or exclusion of foods, feed, treats, toys, 
“nutraceuticals” and veterinary pharmaceuticals as 
constituents of both value and growth.

If one focuses purely on veterinary products defined as 
packaged goods sold at the manufacturer level, the value of 
the global veterinary industry is approximately US$23 billion. 
These products include the various pharmaceutical products 
(antibiotics, analgesics, parasiticides, etc.), biologicals 
(vaccines, antisera, etc.), and medicated feed additives (the 
50# bag not the ton of feed into which it is dispersed). Looking 
at the various categories comprising this $23 billion market, 
parasiticides comprise approximately 30%, biologicals 25%, 
antimicrobials and other pharmaceuticals make up 35%, and 
medicated feed additives make up the remaining 10%.  

It is also important to understand that while there are large 
categories, there are very few “home runs” in animal health. 
Other than certain parasite control products, especially flea 
and tick products, and a few antibiotics, the animal health 
industry is made up of a collection of singles and doubles with 
$50 to $100 million products being considered blockbusters. 
Even the animal health companies follow this same formula, 
as, while the top five companies comprise 80% of the global 
market, there is a very long tail with companies having sales 
of $5 million being profitable and successful in niche markets.

So, with this backdrop of animal health, why the interest in 
investing in the space and how are the right choices made?

The animal health market has demonstrated a recession-
proof nature uncommon to most industries. Though certain 
segments may suffer from a transient downturn, this is 
generally offset by concurrent growth in other sectors. For 
example, if market conditions cause products for livestock 
to suffer in sales, it is not unusual for companion animal 
products to flourish, or vice versa. This trait has led to the 
consistent year-on-year growth of roughly 6% to be widely 
accepted by most industry experts.

There is an increasing demand for animal protein, with no 
foreseeable change in this trend. As the global population 
of people increases, there is a linear demand for increased 
protein. In addition, as economic power increases, there is a 
demand for protein perceived to be of higher quality or value 
— the beneficiaries of this increased demand extending to 
fish, poultry, pork, beef, and milk, in addition to others.

The pet market has also seen substantial growth as people 
expect the same quality of care for their pets as they expect 
for themselves. While stories of extraordinary and heroic 
expenditure on individual pets abound, the reality is that 
these are the exception, however reasonable spending for 
improved care and quality of life is increasing. Products for 
parasite control, pain relief, and quality of life continue to be 
in high demand and growing for the pet market.

An additional benefit is the relatively low cost and short 
timeline to develop animal health products. Once a formulation 
is known, development time is measured in 4-6 years for 
companion animal projects, and total development costs, in 
many cases, are less than a single human study. The key to 
these savings is, however, dependent upon having a sound 
strategy and an experienced team in place to execute that 
strategy. Additionally, being able to submit pharmaceuticals 
in a phased manner on a section-by-section basis enables 
developers to make numerous go/no-go decisions ahead of 
doing all the work required for a full submission. This, along 
with concurrence, allows investors, both independent or 
within animal health companies, to make informed decisions 
with regard to costs and timelines, initially and throughout 
the project.

Given the attractiveness of the veterinary market, a 
number of innovators, entrepreneurs, and investors are being 
drawn to the space. While the financial hurdles and time to 
approval are lower in veterinary medicine than in human, it 
remains critically important to understand the market and the 
technical requirements expected in animal health. Applying a 
disciplined approach to this process is fundamental to avoid 
errors in market expectations and forecasting, as well as to 
ensure an efficient approach to development of animal 
health products.

The initial step of an animal health development 
programme is an understanding of the market and a cursory 
review of need. A key step is simply answering the question, 
“who will write the cheque?” This evaluation forces the 
discussion of perception of need by the final user — pet 
owner, livestock owner, or veterinarian. If the purchaser of 
the technology is unclear, or if there is question as to the 
willingness to spend money for the benefit offered, there 
is reason to reconsider the opportunity. Finding a perfect 
solution for a problem that does not exist is less attractive 
than an adequate solution for a well-recognised need.
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Once the question of who will write the cheque has been 
answered, three questions need to be answered at the 
outset in order to determine if the opportunity for an asset 
to become a viable animal health product is real or not. 
First, the question of scientific merit must be answered. Are 
the fundamentals sound and do they withstand technical 
scrutiny? This evaluation also must contemplate if the 
science is applicable to the targeted veterinary species. 
Dogs and cats are very different from one another and both 
differ from humans. Simply because a product has utility in 
one species does not make it the right choice, or maybe not 
even a safe choice, in another. While it is popular today to 
espouse the repurposing of human health products for use 
in animals, this has been the case throughout the history of 
veterinary medicine from penicillin and sulfa drugs onwards. 
Most animal health products on the market today have their 
origin in either human health or the crop chemical industry. 
Still, products for humans may not be effective in veterinary 
species (such as Type II diabetes products when used for 
cats), or they may be unsafe (Acetaminophen).

The second question that requires attention is the 
“fit” with the practice of veterinary medicine. While new 
technologies tout to be disruptive, it is important that the use 
of the technology aligns with the routine and management 
practices of veterinary clinics, livestock operations, and pet 
owners. For example, a product that offers a solution for a 
pressing need is unlikely to be adopted if administration is 
too frequent or technical. As veterinary species present their 
own challenges in dosing and administration, attention to 
formulation that enables compliance often leads to adoption 
and market share. As veterinary medicine relies on owner 
administration to complete the course of therapy, failure to 
comply would be expected to limit sales and share more than 
a competitor. Fulfilling the recommended course of treatment 
is also more apt to result in better efficacy, which will further 
encourage its use.

The last key point to consider in determining the viability 
of a novel technology is a reasonable assessment of the 
financial circumstances. While everyone has heard the stories 
of heroic expenditures in order treat an animal, these are 
then exceptions and not the basis for product development. 
Recent economic events have sent a clear message regarding 
the amount of money which the animal-owning public is 
willing to spend. Even should there be an expectation of a 
premium value to the pet owner, the margins to veterinarians 
and distribution must be taken into account. At that point, if 
the product is to have optimal value to an acquiring animal 
health company, it should carry sufficient margins to align 
with that company’s financial requirements.

When considering the companion animal health market, 
it is readily acknowledged as the area in which value and 
margins are most easily achieved. However, while these 
markets are attractive, the per animal expenditure at the 
manufacturer level offers sobering insight. In the United 
States, for example, there are an estimated 150 million dogs 
and cats. The United States market for veterinary products at 
the manufacturer level is estimated at $7.7 billion USD with 
46% of that market being attributable to the companion 
animal market (source: Brakke Consulting). While conceding 
that not all of these animals seek veterinary care, the $3.5 
billion USD market when distributed over 150 million animals 
is less than $24/annually. This should add caution to the 
exuberance of value of a single treatment; it also illustrates 
the value that can be realised by easily-administered 
medications that address the pet health issues of interest to 
pet owners.

Production animals continue to hold financial opportunity 
for novel products. The benefit to financial assessment in 
these species is the ability to calculate benefit based on the 
performance in light of established market prices. Recognition 
that producers expect a return on their investment, 
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improvement to performance or from disease treatment 
should be a multiple of treatment cost. Additionally, given the 
handling challenges of livestock, convenient delivery systems 
will enhance adoption and, therefore, market value.

Once a technology has been identified whose science 
is solid, whose use is easily incorporated into a veterinary 
practice, household, or livestock operation, and whose 
financial performance can be forecast to fall within industry 
expectations, the next steps involve target determination. The 
target is defined as the desired label in the desired territory. 
This will dictate the regulatory body, if any, which will have 
jurisdiction over the approval of the product. At this point, the 
development plan should be single-minded in generating the 
data necessary to convince that regulatory body to say “yes.”

Knowing the governing regulatory body, or bodies, in the 
event of a global development programme, will dictate the 
specific criteria for product approval. The constituents of the 
development programme include regulatory guidance, bench 
science, clinical science, manufacturing, and legal. It is highly 
desirable that these various development units be involved 
and coordinated from the very beginning of the project. It is 
this coordination that enables the development programme 
to be efficient in terms of both time and money.  

The governing regulatory body will also dictate the 
expertise and assets required for approval. For example, 
the skills required for development of biological products 
are fundamentally different from those required for 
pharmaceutical products. This also extends to facilities, as 
USDA and FDA products have very different requirements. 
Knowledge of these differences at the outset of a project will 
result in proper treatment of the asset and improve the odds 
for successful development.

It is also advisable to include business input to insure the 
development programme incorporates any changes in the 
market, including, but not limited to, competitive products 
entering or exiting and views relative to disease, treatment, 
or prevention. Attention should be given to the label required 
to be successful in the market. Are there minimal label claims 
necessary for a product to achieve commercial justification 
for the cost of development? Conversely, are the cost and time 
required to get the optimal label result in a market justified 
commercially? Having a definitive label target will further 
serve to keep the team focused on the goal of development, 
which is an approved product.

Novel technology is understandably accompanied by 
claims of patent protection. Perhaps more important is the 
issue of freedom to operate. While patents offer the benefit of 
protecting a technology, patents do not equate to the ability 
to practice the art without objection. Dealing with any real 
or potential infringements early in the development process 
puts the developing entity in a better position to negotiate a 
favourable licensing arrangement or realisation that the path 
to market must be navigated to avoid infringement.

Following a disciplined approach to technology 
assessment and design of a development programme is 
the most predictable path to gaining product approval. 
Veterinary product development shares many similarities 
with the development of products for humans, though there 
are important and meaningful differences. Engagement of 
individuals experienced in animal health is recommended to 
assist in navigation of these differences. 

The adage of “plan your work, then work your plan” 
certainly applies to successful development of animal health 
products.
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