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be cri t i cal factors in a spo n s o r’s choice of a dru g - d i s-
cove ry part n e r. The re po rt, Drug Di s cove ry Co nt ra ct
Re s e a rch Ma rke t s : Profiles of the Top 50 Global Out-
s o u rce r s, also finds that new ent ra nt dru g - d i s cove ry
C ROs have to flaunt the te c h n i cal skill sets of their
e m p l oyees and the cre d e ntials of scientists employe d.

Smaller biotechnology and pharmaceutical
companies will find the passage into the dru g - d i s-
cove ry co nt ra ct - re s e a rch value chain easier at the
c h e m i s t ry and screening end be cause these are a s
i nvo l ve less infra s t ru ct u re and te c h n o l ogy inve s t-
m e nt. But dru g - d i s cove ry CROs pre fer to re s e a rch a
p ro p ri e t a ry te c h n o l ogy and team up with global
o u t s o u rcers rather than wo rk on chemistry - re l ate d
co nt ra ct re s e a rch since the wo rk on pro p ri e t a ry
te c h n o l ogy results in gre ater reve n u e.

Ph a rm a ce u t i ca l
COST-EFFECTIVENESS 
Eva l u ations May Be
Based on Fa u l ty 
ASSUMPTIONS 

Fa u l ty assumptions in eco nOMIC MODELS USED
TO EVA LUATE THE COST-EFFECTIVENESS OF Pre s c ri p-
tion drugs may inco rre ctly favor more ex pe n s i ve
d ru g s, a c co rding to a study by Ex p ress Scri p t s. Fo r
ex a m p l e, Ex p ress Scri p t s’ re s e a rchers set out to
examine whether pharm a coe conomic models of
He l i co b a cter py l o ri e ra d i cation dire ct decision make r s
to consider co s t - e f fe ct i ve thera peutic choice s.

The re s e a rchers loo ked at tre at m e nts that co m-
bined antibiotics with either a generic bismuth dru g

PHARMA TRAX
SALES, MARKETING,
AND R&D TRENDS AFFECTING
THE HEALTHCARE INDUSTRY 

P RO F I TABLE BIOT E C H
CO M PANIES Pre d i cte d
TO DOUBLE in Next
Few Ye a r s

Th e ra peutic pro teins and thera peutic ant i bod i e s
co l l e ct i vely co m p rise almost 75% of biotech dru g s
c u rre ntly on the marke t. Pro tein drugs also re p re s e nt
one of the faste s t - g rowth are a s,with sales ex pe cted to
reach $40 billion in 2003.

Ac co rding to a rev i ew from Business Co m m u n i-
cations Co m p a ny Inc. ( B CC) titled, Bi o te c h n o l ogy in
He a l t h ca re : Prod u ct and Ma rket Rev i ew, p ro te i n -
based thera peutics are ex pe cted to dri ve ra p i d
g rowth in the industry during the next deca d e.

In 2002, the Food and Drug Ad m i n i s t rat i o n
a p p roved 35 biote c h n o l ogy-based dru g s. Ac co rd-
ing to BCC analys i s, t h e re are more than 40 biolog i c
p rod u cts (ant i bodies and non-ant i body re co m b i-
n a nt pro teins) curre ntly in Phase III clinical trials and
a bout 60 in Phase II tri a l s.

This re s e a rch is ex pe cted to lead to more than
35 new prod u cts reaching the market during the
n ext four to six ye a r s, a c co rding to BCC estimate s.

The number of new biotech prod u cts ex pe cte d
to enter the market is pro j e cted to double the num-
ber of profitable biopharm a ce u t i cal companies by
m i d - d e ca d e.

B CC also pre d i cts that sales of pro tein drugs will
co ntinue to grow faster than pharm a ce u t i ca l’s ove r-
all histo ric growth rate of 8% annually. The marke t
for pro tein drugs is pro j e cted to grow at an ave ra g e
annual rate of 12.2% from 2003 through 2008 —
reaching nearly $71 billion. Seve ral impo rt a nt new

d rugs should re ce i ve FDA approva l , and prev i o u s l y
i nt rod u ced biologics will co ntinue to strip marke t
s h a re from older, less effe ct i ve thera p i e s.

Most notably, t h e re are monoclonal ant i bod-
ies in the last stages of clinical trials for the

t re at m e nt of autoimmune disease and
ca n cer that are ex pe cted to be bloc k-

b u s te r s, B CC says.
Although the growth of pro te i n

d rugs is ex pe cted to be healthy,
i n d u s t ry part i c i p a nts in the marke t
also face serious and new chal-
l e n g e s, including law m a ke r s

t h re atening to int rod u ce bills gov-
e rning the int rod u ction of generi c

d ru g s, and the loss of pate nt pro te c-
tion for seve ral leading pro te i n
d ru g s.

D RU G -
D I S COV E RYC RO /

O U TS O U RC I N G
Re l ationships 

Seek to Improve 
P RO D U C T I V I TY 

Ph a rm a ce u t i cal and biote c h n o l ogy co m p a n i e s
h ave begun to fo rm strategic re l ationships with
d ru g - d i s cove ry co nt ra ct re s e a rch co m p a n i e s, w i t h
the goal of allev i ating some pre s s u re to improve
re s e a rch prod u ct i v i ty.

An a l ysis from Frost & Su l l i va n
reveals that management of the dru g -
d i s cove ry process and te c h n o l og i e s
p rovides seve ral market oppo rt u n i t i e s
for dru g - d i s cove ry co m p a n i e s.

These re l ationships have be e n
found to be more significa nt with
b i o tech companies wo rking on te c h-
n o l ogies that co m p l e m e nt the
re s e a rch done by pharma co m p a n i e s.

Bu t, global outsourcing co m p a-
nies are bogged down by macroe co-
nomic factors that hinder their effo rt s
to co l l a bo rate with their dru g - d i s cov-
ery partners. Understanding the
needs of global pharm a ce u t i cal and
b i o te c h n o l ogy companies and deve l-
oping infra s t ru ct u re as well as te c h-
n o l ogies to suit them could invo l ve
p ro h i b i t i ve inve s t m e nt s, Frost & Su l l i-
van ex pe rts be l i eve. Dru g - d i s cove ry
C ROs that can ove rcome these chal-
lenges are likely to win outsourc i n g
co nt ra cts for ent i re po rt folios of dru g -
d i s cove ry re q u i re m e nt s.

The wo rk fo rce, past alliance s, a n d
domain ex pe rtise have been found to

D RU G - D I S COV E RY CO N T RACT RESEARCH MARKETS :
I M PACT OF TOP INDUSTRY CHALLENGES 

( G LO BAL) 2002-2010

Ch a l l e n g e 1 - 2 3 - 4 5 - 8

Establishing Cre d i b i l i ty H i g h H i g h H i g h

Developing St rategic Fit H i g h H i g h H i g h

Be tween Outsourcers and CRO s H i g h

Moving up the Value Ch a i n H i g h Me d i u m Me d i u m

So u rce : Frost & Su l l i va n , San Anto n i o.For more info rm at i o n , visit fro s t. co m .

Ye a r s

D RU G - D I S COV E RY CO N T RACT RESEARCH MARKETS :
RANKED IN O R D E RO FI M PACT 

( G LO BAL) 2002-2010

Ra n k Dri ve r 1 - 2 3 - 4 5 - 6

1 Global R&D Prod u ct i v i ty H i g h Me d i u m Me d i u m

2 Cost Adva ntages Leading 

to Growth in Outsourc i n g H i g h Me d i u m Low

3 I n c rease in Time and

La bo r - I nte n s i ve R&D Proce s s e s H i g h Low Low

So u rce : Frost & Su l l i va n ,San Anto n i o.For more info rm at i o n ,visit fro s t. co m .

Ye a r s
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ue to acce l e rate at rates exceeding 20% annually,
m o re than the 14% annual growth pro j e ction for the
e nt i re pharm a ce u t i cal marke t.The financial impact of
this rapidly growing segment is co m pounded by the
difficulties in monito ri n g,h a n d l i n g,and administe ri n g
these unique dru g s.

Most spe c i a l ty drugs must be dispensed by the
h e a l t h ca re pro fessional or re q u i re pat i e nt educat i o n
for self-administrat i o n .

As a re s u l t, s pe c i a l ty drugs often are billed
t h rough the medical benefit as opposed to the phar-
m a cy be n e f i t.

or a more ex pe n s i ve branded pro ton pump inhibito r.
The re s e a rchers first re p l i cated and then va l i d ated two
m od e l s, replacing model assumptions with empiri ca l
d ata from a multipayer claims dat a b a s e.

The re s e a rchers assessed tre at m e nt of 435 co m-
m e rcially insured U.S. p at i e nts tre ated with bismuth-
m e t ro n i d a zole te t ra cycline (BMT) , p ro ton pump
i n h i b i tor (PPI) clari t h ro myc i n , or PPI amox i c i l l i n .

Pat i e nts met more than one of the clinica l
re q u i re m e nt s, including ulcer disease, g a s t ri t i s / d u o-
d e n i t i s, s tomach function disord e r, a bdominal pain,
H .py l o ri i n fe ct i o n ,e n d o s co py, or H .py l o ri a s s ay. Se n s i-
t i v i ty analyses included only pat i e nts with ulcer diag-
nosis or gastro i ntestinal specialist ca re.

O u tcome measures we re rates of era d i cat i o n
re t re at m e nt ;n u m ber of office visits, h o s p i t a l i z at i o n s,
e n d o s co p i e s, and ant i s e c re to ry medicat i o n ;and co s t
per effe ct i vely tre ated (nonre t re ated) pat i e nt.

Model results ove r s t ated the co s t - e f fe ct i ve n e s s
of PPI-clari t h ro mycin and undere s t i m ated the co s t -
e f fe ct i veness of BMT. Be fo re empiri cal adjustment,
costs per effe ct i vely tre ated pat i e nt we re $1,001,
$ 9 8 0 ,and $1,730 for BMT,P P I - c l a ri t h ro myc i n ,and PPI-
a m ox i c i l l i n , re s pe ct i ve l y.

Es t i m ates after adjustment we re $852 for BMT,
$1,118 for PPI-clari t h ro myc i n , and $1,131 for PPI-
a m ox i c i l l i n .Key model assumptions that proved re t ro-
s pe ct i vely inco rre ct we re largely unsuppo rted by
either empiri cal ev i d e n ce or sys te m atic assessment of
ex pe rt opinion.

The re s e a rc h e r s’ conclusions we re that org a n i z a-
tions with access to medical and pharm a cy claims
d atabases should test key assumptions of influent i a l
m odels to dete rmine their va l i d i ty and that journ a l
pe e r - rev i ew processes should pay particular at te n-
tion to the basis of model assumptions.

A DVA N C E P C S Re po rt
Reveals HIDDEN CO S T
of Bi o tech Th e ra p i e s
and Injectable Drugs 

A re po rt by Adva n cePCS reveals that spe c i a l ty
p h a rm a ce u t i cal drugs are increasing healthca re
costs dra m at i ca l l y, but the financial impact re m a i n s
hidden to many of the health plans paying for the
p rod u ct s. Although spe c i a l ty pharm a ce u t i cals —
b i o tech therapies and injectables — are used to
t re at small numbers of pat i e nts with ra re, c h ro n i c
co n d i t i o n s, the ex pense acco u nts for a dispro po r-
t i o n ate share of total healthca re co s t s. For ex a m p l e,
the re po rt notes that pat i e nts with chronic diseases
re q u i ring spe c i a l ty drug ca re co m p rise just 1% to 5%
of a ty p i cal health plan’s po p u l at i o n , yet acco u nt fo r
25% to 50% of the plan’s total medical co s t s.

The Adva n cePCS re po rt states that spe c i a l ty
p h a rm a ce u t i cals acco u nt for $22 billion of the
n ational drug spe n d, re p re s e nting 15% of the $150
billion pharm a ce u t i cal marke t.With annual costs pe r
p at i e nt ty p i cally ranging from $10,000 to $1 million,
s pe c i a l ty drug ex pe n d i t u res are pro j e cted to co nt i n-

Leading Disease St ates Se rved by Spe c i a l ty Ph a rmacies 
and their Co rre s ponding Tre at m e nt s

A DVA N C E P C S, I rv i n g,Tex a s, is an 

i n d e pe n d e nt provider of health-

i m p rove m e nt serv i ce s, touching 

the lives of more than 75 million 

health-plan members and managing 

a bout $28 billion in annual pre s c ri p t i o n

d rug spe n d i n g. For more 

i n fo rm at i o n ,visit adva n ce pc s. co m .

BUSINESS CO M M U N I CATIONS 

CO M PANY INC., No rwa l k ,Co n n . ,

studies major marke t, e co n o m i c, and 

te c h n o l og i cal deve l o p m e nts that 

c h a ra cte ri ze industry. For more 

i n fo rm at i o n ,visit busco m . co m .

EXPRESS SCRIPTS,St.Lo u i s, p rovides 

i nte g rated PBM serv i ce s, including 

n e two rk pharm a cy claims proce s s i n g,

m a i l - p h a rm a cy serv i ce s,benefit-design 

co n s u l t at i o n ,d ru g - u t i l i z ation rev i ew,

fo rm u l a ry management, disease 

m a n a g e m e nt, m e d i cal and drug data 

a n a l ysis serv i ce s, and medica l -

i n fo rm ation management serv i ce.

For more info rm at i o n ,visit 

ex p re s s - s c ri p t s. co m .

F ROST & SULLIVA N, San Anto n i o, is an 

i nte rn ational co n s u l t a n cy that covers a 

b road spe ct rum of industries with a 

po rt folio of adv i s o ry co m pe tencies that 

include custom strategic co n s u l t i n g, m a rke t

i nte l l i g e n ce, and management tra i n i n g.Fo r

m o re info rm at i o n ,visit fro s t. co m .

Follow up

Es t i m ated Annual Spe c i a l ty
Di s e a s e Leading Tre at m e nt ( s ) Drug Cost per Pat i e nt

Ca n ce r He rce p t i n , Ri t u x a n , My l o t a rg,
$ 1 0 , 0 0 0

Ca m p at h ,I re s s a , Nova nt ro n e

Cro h n’s Di s e a s e Re m i ca d e $ 1 6 , 0 0 0
Gaucher Di s e a s e Ce rezy m e $ 2 4 2 , 0 0 0
Growth Ho rmone De f i c i e n cy H u m at ro pe, Nu t ro p i n $ 1 8 , 0 0 0
He m o p h i l i a Clotting Fa cto r $ 1 2 5 , 0 0 0
He p atitis C Pe gy l ated Int ron (inte rfe ro n ) +

$ 3 0 , 0 0 0
Re be tol (ri b av i ri n ) , Pe g a s ys

H I V / A I D S Co m b i v i r, Ep i v i r, Ze ri t, Cri x i va n , $ 1 5 , 0 0 0
Su s t i va ,Vi ra ce p t, Fu ze o n

Immune Di s o rd e r s I V I G $ 4 0 , 0 0 0
I n fe rt i l i ty H u m e g o n , Pe rg o n a l , Re p ro n ex ,

$ 1 5 , 0 0 0
( 1 )

Me t rod i n , Fe rt i n ex , Fo l l i s t i m ,

Go n a l - F, Lu p ro n

Multiple Sclero s i s Be t a s e ro n , Avo n ex , Re b i f,
$ 1 5 , 0 0 0

Co p a xo n e, Nova nt ro n e

Pu l m o n a ry Hy pe rte n s i o n Fl o l a n , Tra c l e e r, Re m od u l i n $ 6 5 , 0 0 0
RSV (Re s p i rato ry Sy n a g i s

$ 8 , 0 0 0
Sy n cytial Vi ru s )

Rh e u m atoid Art h ri t i s Re m i ca d e, En b re l ,H u m i ra $ 1 5 , 0 0 0

(1) Es t i m ated ave rage cost per cycle is $4,000 to $7,000.Pat i e nts may engage in multiple tre at m e nt cycles each ye a r.
So u rce : Raymond James & As s oc i ates Eq u i ty Re s e a rc h , St. Pe te r s b u rg, Fl a . , Spe c i a l ty Drug Di s t ri b u t i o n , July 2002, and Adva n ce P C S ,
I rv i n g,Tex a s, Spe c i a l tyRx pharm a cy.For more info rm at i o n , visit rjca p i t a l m a rke t s. com or adva n ce pc s. co m .


