
BUSINESS MODELS

T U R E TT. The pharmaceutical industry needs
to resolve multiple bipolarities: being a busi-
ness and being a public utility; being doctor-
focused and being consumer-focused; and
being about medical innovation and being
about marketing. The industry has begun a
p rocess of self-reinvention that in 2005 will

lead to a period of further self-discovery where
the industry will be concerned with what the
world expects and needs from pharm a c e u t i c a l
companies and not just pharmaceutical pro d-
ucts. Additionally, in 2005 there will likely be
m o re collaboration with companies in other
p a rts of the industry, as well as with both gov-
e rnmental and nongovernmental org a n i z a-
tions. One or two companies will take bold

moves by creating some truly diff e rent models
for marketing and selling their pro d u c t s .

BA R R E TT. The next generation of block-
busters is diminishing. Patent expirations are
looming. For 10% revenue growth, a major
p h a rma company must bring three new dru g s
to market each year. Because of these issues,
along with the move toward more targ e t e d
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ANGEL BIAG G I . V P, Ma rke t i n g, S TA D A

Ph a rm a ce u t i cals Inc. , Cra n b u ry, N . J . ; S TA D A

Ph a rm a ce u t i ca l s, a wholly owned subsidiary of

S TADA Arz n e i m i t tel AG , is a pharm a ce u t i ca l

co m p a ny specializing in the marketing of

g e n e ric and branded pharm a ce u t i cal prod u ct s

for the U.S. m a rke t. For more info rm at i o n , v i s i t

s t a d a u s a . co m . ( No te :The views ex p ressed in

this fo rum by Mr. Biaggi are his and do not

n e ce s s a rily re p re s e nt the views of STADA 

Ph a rm a ce u t i cals or its affiliate s. )

J E F F R EY O. B O I LY. Pre s i d e nt and CEO, Rog e r s

Me d i cal Inte l l i g e n ce So l u t i o n s, New Yo rk ;

Rogers Me d i cal Inte l l i g e n ce Solutions prov i d e s

t ru s ted info rm ation and insights on the late s t

m e d i cal and clinical re s e a rch wo rl dw i d e. Fo r

m o re info rm at i o n , visit rog e r s m i s. co m .

MICHAEL W. B O N N EY. Pre s i d e nt and CEO,

Cubist Ph a rm a ce u t i cals Inc. , Lex i n g to n , Ma s s. ;

Cubist is a biopharm a ce u t i cal co m p a ny

focused on the re s e a rc h , d eve l o p m e nt, a n d

co m m e rc i a l i z ation of ant i - i n fe ct i ve prod u ct s

for unmet medical needs. For more 

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

J AY A. BUA . Pre s i d e nt and CEO, As cend 

Th e ra peutics Inc. , He rn d o n ,Va . ; As cend 

Th e ra peutics is an emerging biopharm a ce u t i ca l

co m p a ny engaged in the re s e a rch and 

d eve l o p m e nt of thera peutic prod u cts fo r

t ra n s d e rmal delive ry. For more info rm at i o n ,

visit asce n d t h e ra pe u t i c s. co m .

JOHN J. CA M P B E L L . C E O, Ca m p bell Al l i a n ce,

Ra l e i g h , N . C . ; Ca m p bell Al l i a n ce, a spe c i a l i ze d

m a n a g e m e nt consulting firm serving the

Y

p h a rm a ce u t i cal and biote c h n o l ogy industri e s,

helps clients develop strategic and ope rat i o n a l

p l a n s, as well as improve the efficiency of their

i nte rnal ope rat i o n s. For more info rm at i o n ,

visit ca m p be l l a l l i a n ce. co m .

LAU RA CA RA B E L LO. Di re cto r, i Tri a l s, Prov i s i o

I n c. , Na s hv i l l e,Te n n . ; i Tri a l s, a serv i ce of Prov i s i o,

is a tri a l - e n ro l l m e nt serv i ce. For more 

i n fo rm at i o n , visit itri a l s. co m .

G E E RT CAU W E N B E RG H , P H . D. Ch a i rman and

C E O, Ba rrier Th e ra peutics Inc. , Pri n ce to n , N . J . ;

Ba rrier Th e ra peutics is a pharm a ce u t i cal 

co m p a ny focused on the discove ry,

d eve l o p m e nt, and co m m e rc i a l i z ation of 

p h a rm a ce u t i cal prod u cts in the field of 

d e rm ato l ogy. For more info rm at i o n ,

visit barri e rt h e ra pe u t i c s. co m .

Tod ay, a l l i a n ces be tween small

b i o tech companies and large 

p h a rm a ce u t i cal companies are 

helping to balance the risks of dru g

d i s cove ry and provide biotech 

companies with the re s o u rces as we l l

as the ex pe rtise needed to adva n ce

p ro j e cts aggre s s i ve l y.

The biggest challenge is to 

re examine the curre nt business 

m odel guiding most mat u re drug 

m a n u f a ct u rers and eva l u ate whether that 

m odel can surv i ve in a co n s u m e r - d ri ve n

h e a l t h ca re sys tem where pat i e nts have

a c cess to huge amounts of info rm ation 

and are more co s t - conscious than they

h ave ever been with re g a rd to healthca re.

D R . MERRILL MATT H EWS
I n s t i t u te for Po l i cy Innovat i o n

The culture of the pharm a ce u t i cal industry, along 

with the te c h n o l ogy industry, is one of the last 

g re at fro ntiers of the sales-dri ve n

c u l t u re. It is slow l y

changing to be 

both more 

c u s to m e r - ce nt ri c

and marke t i n g -

ce nt ri c, but 

c u l t u res 

change slow l y.

MARK PERLOTTO
Ad a i r - Greene He a l t h ca re Co m m u n i cat i o n s

NIGEL SHEAIL
Roc h e
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d rugs against specific medical issues, the No. 1
issue for pharma will be the pre s s u re on R&D
to produce new drugs to bring to market to

meet the revenue growth expected by
investors. This will re q u i re more clinical trials
and a need for increased efficiency of the pro-

cess. An efficient clinical-trials process is
w h e re the fundamental roadblock lies, so
solutions that increase standard i z a t i o n ,
automation, and visibility will be hot
topics in the coming year. 

S . L EV Y. 2005 will be the year that the
i n d u s t ry begins to reconsider the merits
of blockbusters and behemoth compa-
nies. Conglomerates will need to show
s h a reholders why the creation of behe-
moth companies is a benefit to pro f-
i t a b i l i t y. Merger activity may slow dra-
matically as stakeholders reconsider if
bigger is necessarily better. Blockbusters,
though attractive for their ability to gen-
erate billions of dollars in sales, may be a
d a n g e rous addiction in the long run. In
the merger/blockbuster market, many
investors look down at drugs that sell in
the hundreds of millions, because consol-
idated pharma companies need billions
in cash to reinvest in R&D and market-
ing. Companies and, more import a n t l y,
their investors, will take a hard look at
the risks involved in depending on big
revenue and big overheads. 

F R E S H L EY.Many have written about the
death of the blockbuster, but that may be
too simplistic. Perhaps we need to be
m o re innovative in how blockbusters are
c reated, developed, and marketed. The
i n d u s t ry needs to get more creative in
how it views the potential marketability
of a drug. It kills any drug that does not
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RICHARD CHAMBERLA I N . Pre s i d e nt,

Ch a m be rlain Co m m u n i cations Group Inc. ,New

Yo rk ; Ch a m be rlain Co m m u n i cations is a 

f u l l - s e rv i ce public-re l ations agency. For more

i n fo rm at i o n , visit chambe rl a i n p r. co m .

PAUL D. COTTO N E. Ch a i rm a n , Pre s i d e nt, a n d

C E O, Odys s ey Ph a rm a ce u t i cals Inc. , Ea s t

Ha n ove r, N . J . ; Odys s ey Ph a rm a ce u t i cals is a

s pe c i a l ty pharm a ce u t i cal co m p a ny, and a

wholly owned subsidiary of PLIVA Inc. , foc u s e d

on key thera peutic cate g o ri e s, i n c l u d i n g

u ro l ogy, re s p i rato ry, and metabolic disord e r s.

For more info rm at i o n , visit odys s ey p h a rm . co m .

( No te : As this issue we nt to pre s s, M r. Co t tone is

no longer with Odys s ey Ph a rm a ce u t i ca l s ;

Wayne Ye t ter has assumed the titles of 

p re s i d e nt and CEO. )

GREGG DEARHAMMER. Di re cto r,Bi o m e t ri c s,

Kendle Inte rn ational Inc. , Ci n c i n n at i ; Kendle is a

global CRO delive ring clinica l - d eve l o p m e nt

solutions to help the wo rl d’s biopharm a ce u t i ca l

companies maximize prod u ct life cycles and

g row market share.For more info rm at i o n ,v i s i t

ke n d l e. co m .

DONALD L. D RA K E M A N , P H . D. , J . D. Pre s i d e nt

and CEO, Me d a rex Inc. , Pri n ce to n , N . J . ; Me d a rex

is a biopharm a ce u t i cal co m p a ny focused on

the discove ry and deve l o p m e nt of fully human

a nt i body-based thera peutics to tre at 

l i fe - t h re atening and debilitating diseases.

For more info rm at i o n , visit medarex . co m .

E DWARD L. E R I C K S O N .Ch a i rm a n , Pre s i d e nt,

and CEO,I m m u n i con Co rp. ,H u ntingdon Va l l ey,

Pa . ; I m m u n i con has deve l o ped a 

1THE GROWTH OF THE U.S.

P H A R M AC E U T I CAL MARKET IS

F O R E CAST TO RETURN A CO M P O U N D

A N N UAL GROWTH RATE (CAGR) OF 9.7%

F ROM 2003 TO 2008, D ROPPING BELOW

10% FOR THE FIRST TIME IN RECENT 

H I S TO RY.WOOD MAC K E N Z I E.

2FOR 10% REVENUE GROWT H ,A MAJOR

PHARMA CO M PANY MUST BRING

THREE NEW DRUGS TO MARKET EACH Y E A R .

PAT BA R R E TT.

3THE U.S.IS T RANSITIONING FROM A

D O C TOR-DIRECTED HEALT H CARE 

S YSTEM TO A PATIENT-DIRECTED H E A LT H-

CARE SYS T E M . D R . MERRILL MATT H EWS .

4LA RGE PHARMA CO M PANIES W I L L

M I G RATE INTO CHANNEL MARKETING

O RG A N I ZAT I O N S .MICHAEL MUYOT.

528% OF INTERNET USERS HAV E

PA RT I C I PATED IN ONLINE OR OFFLINE

B E H AV I O R - M O D I F I CATION PRO G RA M S .

FORRESTER RESEARCH INC.

6O N LY THREE OF EV E RY 10 MARKETED

D RUGS WILL PRODUCE AFTER-TAX 

R EV E N U E.MICHAEL MUYOT.

7D RUG DEV E LOPMENT TAKES BETW E E N

10 YEARS AND 15 YEARS AND CO S TS

U P WARD OF $800 MILLION PER DRU G ,Y E T

O N LY 8% OF ALL DRUGS IN DEV E LO P M E N T

RECEIVE FDA APPROVA L .F D A .

8THE FULLY LOADED COST OF A FULL-

TIME EQUIVALENT (FTE) IS ABOUT

$100,000 PER YEAR LESS IN SMALL PHARMA

CO M PANIES CO M PARED WITH BIG PHARMA.

D R .G E E RT CAU W E N B E RG H

9E ACH NEW NCE CO S TS FROM $500

MILLION TO MORE THAN $1 BILLION

TO BRING TO MARKET.B RUCE PEACO C K .

DEMAND SOON WILL OUTSTRIP T H E

CA PAC I TY OF THE CURRENT T R I A L

I N F RA S T RU C T U R E,S U P P O RTED BY LESS

THAN 5% OF PHYSICIANS (AS INVESTIGA-

TORS) AND FEWER THAN 1% OF PAT I E N TS (AS

TRIAL PA RT I C I PA N TS ) .LAU RA CA RA B E L LO.

I N D U S T RY TRENDS TO WATC H

10

NEED FOR POSITIVE PUBLIC PERSONA IDENTIFIED

Co n ce rns such as rising healthca re co s t s, p a rallel tra d e,

and prod u ct withdrawals will put drug co m p a ny CEOs in

the spo t l i g ht more than ever — and market pre s s u res will

demand that they rise to the oc ca s i o n ,s c co rding to a re po rt

f rom Wood Ma c ke n z i e.

A key issue is the role of leadership in dete rmining suc-

cess or failure in the pharm a ce u t i cal industry, a c co rding to

Wood Ma c ke n z i e’s Exe c u t i ve’s Gu i d e. Ac co rding to the find-

i n g s, s e n i o r - l evel leaders of major pharm a ce u t i cal co m p a-

nies must define a new set of ideals to cre ate success in the

coming ye a r.

“Our analysis suggests that in the coming ye a r,p re s s u re s

such as pate nt ex p i rations and pipeline strength will be

m atched by a need to improve the image of an industry

whose life b l ood is public health,” s ays James Fe at h e r s to n e,

Eu ro pean head of consulting for Wood Ma c kenzie Life Sci-

e n ce s. “Those CEOs who build value in the minds of bo t h

i nve s tors and the general public will stand out as leaders in

2 0 0 5 .”

So u rce :Wood Ma c ke n z i e, Bo s to n .
For more info rm at i o n , visit wood m a c ke n z i e. co m .

LEADERSHIP WILL MAKE OR BREAK 
PHARMA CO M PANIES IN 2005 



and biotechs have led the way in this area. A
basket of targeted oncology drugs may be able
to generate similar revenue to a blockbuster,

meet the traditional measure of a blockbuster.
Instead of killing so many drugs, maybe the
i n d u s t ry could look at these drugs in new ways

with new tools that are rapidly being devel-
oped, such as pharmacogenomics and personal-
ized medicine. The specialty pharma companies
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p l at fo rm focusing on cell-based and molecular

diagnostic prod u cts for monito ring ca n ce r.Fo r

m o re info rm ation,visit immunico n . co m .

S COTT FREEDMAN. Pre s i d e nt,

Mo n i to r Fo r H i re. co m , Co n s h o h oc ke n , Pa . ;

Mo n i to r Fo r H i re. com is a leading We b - e n a b l e d

re s o u rce management co m p a ny prov i d i n g

q u a l i f i e d, regional indepe n d e nt clinica l

m o n i tors to the pharm a ce u t i ca l ,

b i o te c h n o l ogy, m e d i ca l - d ev i ce, and co nt ra ct

re s e a rch industri e s. For more info rm at i o n ,v i s i t

m o n i to rfo rh i re. co m .

PAUL E. F R E I M A N .Pre s i d e nt and CEO,

Ne u ro b i o l og i cal Te c h n o l ogies Inc. , Ri c h m o n d,

Ca l i f. ; Ne u ro b i o l og i cal Te c h n o l ogies is a

b i o te c h n o l ogy co m p a ny engaged in the 

business of acquiring and developing ce nt ra l

n e rvous sys te m - re l ated drug ca n d i d ate s. Fo r

m o re info rm at i o n , visit nt i i . co m .

JOHN FRESHLEY. Pre s i d e nt and CEO, Ge n e t i c s

Sq u a red Inc. , Ann Ar bo r, Mi c h . ; Ge n e t i c s

Sq u a red is an emerging biote c h n o l ogy 

co m p a ny whose mission is to adva n ce the 

c l i n i cal deve l o p m e nt of thera peutics and to 

rescue failed drugs by discove ring novel 

diagnostics that pre d i ct disease prog re s s i o n

and pat i e nt re s po n s e. For more info rm at i o n ,

visit genetics2.co m .

A A RON GRA H A M . VP and Chief Se c u ri ty 

Of f i ce r, Pu rdue Ph a rma L.P. , St a m fo rd, Co n n . ;

Pu rdue Ph a rm a , and its indepe n d e nt 

U . S .a s s oc i ated co m p a n i e s, a re kn own 

for their pioneering re s e a rch on a 

p rincipal cause of human suffe ri n g :

pe r s i s te nt pain. For more info rm at i o n ,

visit purd u e p h a rm a . co m .

J . D AVID HADDOX , D D S , M . D. V P, Risk 

Ma n a g e m e nt and Health Po l i cy, Pu rdue 

Ph a rma L.P. , St a m fo rd, Co n n . ; Pu rdue Ph a rm a ,

and its indepe n d e nt U.S. a s s oc i ated 

co m p a n i e s, a re kn own for their pioneeri n g

re s e a rch on a principal cause of human 

s u f fe ri n g : pe r s i s te nt pain. For more 

i n fo rm at i o n , visit purd u e p h a rm a . co m .

PAUL HAMELIN. Pre s i d e nt and Ch i e f

O pe rating Of f i ce r, AlgoRx Ph a rm a ce u t i cals Inc. ,

Se ca u c u s, N . J . ; AlgoRx is a pri vately held,

e m e rging pharm a ce u t i cal co m p a ny foc u s e d

on the deve l o p m e nt and co m m e rc i a l i z ation of

p rod u cts to tre at pain. For more 

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

PAT BA R R E TT
I ntegic Co rp.

We be l i eve that the large pharm a ce u t i ca l

companies will migrate into channel

m a rketing org a n i z at i o n s.Th ey cannot sustain

the high cost and high risk of R&D. Rather 

t h ey will be come the co m m e rc i a l i z ation and

m a rketing channel for promising 

te c h n o l ogies deve l o ped by others.

Developing a drug is like wa l king on a tight ro pe

b l i n d fo l d e d. New financial models will be re q u i red 

to share the significa nt costs and assoc i ated ri s k s

i nvo l ved in bringing new drugs to marke t.

S COTT FREEDMAN
Mo n i to r Fo r H i re. co m

I n n ovat i ve co m p a n i e s, the ones
with supe rior RO Is, seem to be
m o re re ce p t i ve and willing to
adopt new ideas and 
m e t h od o l ogies to make R&D more
e f f i c i e nt and prod u ct i ve.

JOHN FRESHLEY
Genetics Sq u a red Inc.

The industry needs to get more cre at i ve 
in how it views the po te ntial marke t a b i l i ty 

of a dru g. It kills any drug that does not meet
the traditional measure of bloc kb u s te r.

May be instead of killing so many dru g s,
we could look at these drugs in new ways

with new tools that are rapidly being 
d eve l o pe d, such as pharm a cogenomics and

pe r s o n a l i zed medicine.

D ru g - d e l i v e ry technologies a re allowing generic companies to penetrate the branded field more quickly and 
a g g ressively at a lower cost of development. The line 
between branded and generic pharma is quickly blurr i n g .

J E F F R EY BOILY
Rogers Me d i cal Inte l l i g e n ce So l u t i o n s

MICHAEL MUYOT
Tra cer An a l y t i c s
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The bloc kb u s te r - ce nt ric bra n d e d, s m a l l -

molecule pharm a ce u t i cal business mod e l

ex pe ri e n ced tremendous success in the last

d e ca d e. The industry ex pe ri e n ced more

than a 500% increase in market ca p i t a l i z a-

tion from 1990 to 2000. I n d u s t ry co n s o l i d a-

tion pro pelled pharm a ce u t i cal co m p a n i e s

i nto megacap status with the likes of Pfize r,

Gl a xo Sm i t h Kl i n e, Ave nt i s, and Nova rt i s. Th e

m a rket ca p i t a l i z ation of Tra ce r’s LSI (Life Sci-

ence Industry) Pharmaceutical Index

exceeds $1.3 tri l l i o n , m a king up more than

70% of the total LSI 100 Index .This leaves a

lot of room for growth in the other four sec-

to r s : m e d i cal dev i ce s, b i o te c h n o l ogy, s pe-

c i a l ty pharm a , and drug delive ry.

Wall St reet co ntinues to ex pe ct double-

digit growth despite re ce nt market chal-

l e n g e s. The pharm a ce u t i cal industry face s

big challenges in its at tempt to maint a i n

s h a reholder va l u e.

A majori ty of the pharm a ce u t i cal dru g s

d e l i ve ry. This is where a majori ty of the new innovat i o n

will come from in the fo rm of be t ter diagnostics, b i o l og i-

cal tre at m e nt s, and co m b i n ation dev i ce s, such as dru g -

eluting ste nts and pain specific dru g - d e l i ve ry mecha-

n i s m s.

It doe s n’t take double-digit revenue to generate dou-

ble-digit inve s tor re t u rn when a co m p a ny ope rates in the

s pe c i a l ty marke t s ; t h at’s how these companies built their

fo u n d ations seve ral decades ago.

In a climate of inve s t m e nt unce rt a i nty, it is more

i m po rt a nt than ever to get the ri g ht messaging out to the

i nve s t m e nt co m m u n i ty. One of the keys to success is to

c l e a rly understand how Wall St reet inve s t m e nt analys t s

pe rce i ve a given co m p a ny re l at i ve to the rest of the mar-

ket segment, s e cto r, or even the industry as a whole.

Whether it is an institutional inve s to r, po rt folio fund

m a n a g e r, or hedge fund, a favo rable rating goes to the

co m p a ny that clearly po rt rays its own strengths re l at i ve

to its peer gro u p. In turn , by pre s e nting the long-te rm

financial viability to Wall St reet it will expand its cove ra g e

of the company, products, and market segment.

I n c reased ex po s u re will increase inve s t m e nt awa re n e s s.

When the St reet pe rce i ves financial rewa rd oppo rt u n i t i e s

t h at are quant i f i a b l e, a particular sector will tend to grow

f a s ter in te rms of market ca p i t a l i z at i o n .

So u rce :Tra cer An a l y t i c s, New Yo rk .
For more info rm at i o n , visit tra ce ra n a l y t i c s. co m .

go after the low-hanging fruit within health-

ca re.Th e re is still a lot of room for new mar-

ket segments within onco l ogy, ca rd i ova s c u-

l a r, C N S , h o rmone thera py, o rg a n

t ra n s p l a nt s, tissue re g e n e rat i o n ,and so on.

With the pharm a ce u t i cal industry co n-

s i d e red to be a value play at be s t, t h e re has

to be a major tra n s fo rm ation to a more

expanded business model that inco rpo-

rates other growth secto r s. When institu-

tional inve s tors and po rt folio managers

l ook at their pharma holdings they are

s e a rching for more than just a dece nt EPS;

t h ey are loo king three to five years out and how

the po rt folios sco re from a quality vs. m o m e n-

tum pe r s pe ct i ve. Th ey are loo king at the key

g rowth dri vers to dete rmine where to exte n d

and co nt ra ct their po s i t i o n s.

One of the ways to re t u rn to double-digit

g rowth is for pharm a ce u t i cal companies to

i nvest in other sectors such as biote c h n o l ogy,

m e d i cal dev i ce s, s pe c i a l ty pharm a , and dru g
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and with their targeted nature they may be able
to justify a higher reimbursement and incur
lower marketing costs than a traditional block-
buster pro d u c t .

M ATT H EWS . The most significant business
challenge facing industry leaders is to develop
a vision for how the pharmaceutical industry
fits and survives in an evolving healthcare
model. The United States is transitioning fro m
a doctor- d i rected healthcare system to a
p a t i e n t - d i rected healthcare system. This is in
l a rge part because patients have so much access
to information that they never had before. But
also because in a patient-directed healthcare
system — also re f e rred to as a consumer- d r i v-
en healthcare system — patients control more
of the healthcare dollars (through mechanisms
such as health savings accounts) and want value
for their money. Insurers and employers re c o g-
nize this transition and are embracing it. Larg e
i n s u rers that focused entirely on managed care
a re buying small insurers that have been at the
f o re f ront of the consumer-driven changes to
stake out a place in the new model. While dru g
company marketing departments have re c o g-
nized the transformation — hence the gro w i n g
t rend toward advertising directly to consumers
— industry leadership hasn’t. The biggest
business challenge is to reexamine the curre n t
business model guiding most mature dru g
m a n u f a c t u rers and evaluate whether that
model can survive in a consumer- d r i v e n
h e a l t h c a re system, where patients have access
to huge amounts of information and are more
cost conscious than they have ever been with
re g a rd to healthcare .

W. L EV Y. With costs for developing and mar-
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keting drugs continuing to escalate and
i n c reased public demand to reduce the price of
d rugs to match levels in other countries, com-
panies must develop a new coordinated strate-
gy to address these issues. The largest compa-
nies are depending too heavily on developing
new products with peak sales potential in
excess of $1 billion, limiting their new pro d-
uct candidates. The larger pharm a c e u t i c a l
companies in the near term must increase in-
licensing budgets in a focused manner, espe-
cially in areas that address unmet pharm a c e u-
tical needs or in products that are lower risk,

such as new formulations of existing pro d u c t s
that will increase patient compliance. In the
longer term, they need to increase R&D bud-
gets in those same areas to generate new pro d-
uct candidates with appropriate patent pro t e c-
tion to delay generic competition.
A d d i t i o n a l l y, they need to decrease direct sell-
ing costs, which in many cases over- e m p h a s i z e
time to peak year sales or inefficient detailing. 

N A S H - WO N G . P h a rma will be anything but
“business as usual” for the next few years until
recently renewed industry focus on R&D

Business Models

DENNIS HURLEY. V P, Latin Am e ri ca , Ke n d l e

I nte rn ational Inc. , Ci n c i n n at i ; Kendle 

I nte rn ational is a global CRO delive ring 

c l i n i ca l - d eve l o p m e nt solutions to help the

wo rl d’s biopharm a ce u t i cal co m p a n i e s

m a x i m i ze prod u ct life cycles and grow marke t

s h a re. For more info rm at i o n , visit ke n d l e. co m .

BOB KA RC Z EWS K I . Exe c u t i ve V P, Di re ctor of

Cl i e nt Se rv i ce s, He a l t h S TAR Co m m u n i cat i o n s

I n c. ,Wood b ri d g e, N . J . ; He a l t h S TAR is a

h e a l t h ca re marketing serv i ces netwo rk .

For more info rm at i o n , visit 

h e a l t h s t a rco m . co m .

THOMAS KEMPISTY. Senior V P, St rate g i c

Business Deve l o p m e nt, He a l t h Ed, Cl a rk , N . J . ;

He a l t h Ed is an agency devo ted to cre ating 

and implementing inte g rated pat i e nt -

Mo re than 90% of senior exe c u t i ve s

be l i eve that prod u ct life - cycle management

is impo rt a nt for their future pro s pe ri ty, w i t h

60% saying its impo rt a n ce will increase sig-

n i f i ca ntly in their org a n i z ations over the

n ext five ye a r s.

This increased focus stems from co n ce rn

over the failure of re s e a rch and deve l o p-

m e nt activities to maintain a ste a dy stre a m

of new bloc kb u s ter dru g s.

This leaves pharm a ce u t i cal org a n i z a-

tions facing a dangerous co m b i n ation of

high costs and falling revenue as drugs lose

p ate nt pro te ct i o n .

Ca pgemini analysis reveals that abo u t

150 NMEs will be re q u i red in the Un i te d

St ates alone by 2007 to plug the dru g

p i peline short f a l l .

This situation is unlikely to be re s o l ved in

the short te rm . Ma ny industry observe r s

be l i eve the only way pharm a ce u t i cal co m-

panies will surv i ve and pro s per will be

t h rough a more sophisticated approach to

life-cycle management that maximizes

p ro f i t a b i l i ty throughout the prod u ct’s life

s p a n .

“The impo rt a n ce of this issue should not

be undere s t i m ate d,” s ays Paul Na n n e t t i , g l o b a l

l i fe sciences leader at Ca pg e m i n i .“The pharm a-

ce u t i cal industry’s success to date has be e n

built on a co n s i s te nt flow of high-earn i n g, i n n o-

vat i ve prod u ct s. Bu t, as the industry faces the

challenge of we a ker R&D pipelines and like l y

re d u ced re t u rns from new prod u ct s, t h e re is an

i m pe rat i ve to dri ve gre ater value from ex i s t i n g

po rt fo l i o s. It is there fo re not surp rising that this

ye a r’s re s e a rch reveals that prod u ct life - cyc l e

m a n a g e m e nt is an impo rt a nt, if not the single

most impo rt a nt, p ri o ri ty for the industry.”

In addition to declining R&D prod u ct i v i ty,

pharmaceutical companies face increasing

co m petition from other branded prod u cts and

f rom generi c s. For some dru g s, m a rket exc l u s i v-

i ty is less than one year with “fast fo l l owe r s”

o ften ente ring the market to ca p t u re a gre ate r

s h a re of sales.

In 2003,the global generics market was esti-

m ated to be wo rth $27 billion. This may seem

m odest co m p a red with the total pharm a ce u t i-

cals market estimated at more than $400 bil-

l i o n , but be cause of pri ce diffe re ntials the

g e n e rics market share in pre s c ription te rms is

much gre ater than the value co m p a rison sug-

g e s t s. In co u nt ries such as the Un i ted Ki n g d o m

P H A R M AC E U T I CAL INDUSTRY SUCCESS DEPENDENT 
ON BETTER PRODUCT LIFE-CYCLE MANAG E M E N T

P roduct life-cycle management, a holistic approach that addre s s e s
integrated operations such as marketing and sales, is one of the most
i m p o rtant priorities for the pharmaceutical industry today, according to
the fourth annual Vision & Reality re p o rt from Capgemini. 



begins to replenish depleted pipelines and
make up for patent expirations. Innovation will
be critical as brand teams have to learn to do
m o re with less. And, marketing will become
m o re sophisticated and integrated, with the
focus squarely on the patient instead of the
p roduct. Manufacturers talk a lot about acqui-
sition and retention but the reality is that the
i n d u s t ry more typically focuses on quart e r l y
NRx sales, which puts all the energy into
acquisition and short - t e rm ROI. This
a p p roach fails to meet the retention side of the
equation. Retention eff o rts have to address the
l o n g - t e rm needs of consumers, such as contin-
uing and pro g ressive disease management,

strategies to manage treatment barriers, and
p roactive side-effect management to name a
f e w. New outcome measures are needed that
can demonstrate shareholder value by tracking
consumers through the life cycle of a pro d u c t .
With smart and sophisticated customer- re l a-
tionship initiatives, lifetime value doesn’t have
to pertain just to one product, it can be extend-
ed throughout the entire portfolio as well as to
new products as they emerge from the pipeline.

M U YOT. The large pharmaceutical companies
will migrate into channel marketing org a n i z a-
tions. They cannot sustain the high cost and
high risk of R&D. Rather they will become

the commercialization and marketing channel
for promising technologies developed by oth-
ers. There will be a significant shift toward
acquisitions, licensing, and joint-venture
models focused on drug delivery, specialty
p h a rma, biotech, and medical devices. There is
declining productivity and the cost of dru g
development has gone up significantly. Only
t h ree out of every 10 marketed drugs will pro-
duce after-tax revenue. 

KOVAC . A company’s IT investment is an
i m p o rtant factor to shareholders. With IT
investment comes challenges, so, to maintain
s h a reholder value, most companies will have
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with strategies such as co m a rketing and

R x - to - OTC switc h i n g.

“A ri g o rous and focused approach to

l i fe - cycle management is in its infancy in

the pharm a ce u t i cal industry and there is

much to learn from more co n s u m e r - o ri e nt-

ed industri e s,”s ays Te rry Hisey,Ca pg e m i n i’s

U . S . leader for life science s. “To move fo r-

wa rd, companies need to take a more inte-

g rated approach to life - cycle management

t h at has a strategic view across the org a n i-

z at i o n , rather than taking a tact i cal view

f rom individual business units,such as R&D

and marke t i n g.”

Alasdair Ma c ki nto s h , VP in the life sci-

e n ces pra ct i ce, s ays companies need to

establish clear ownership for life - cyc l e

m a n a g e m e nt with small powe rful te a m s

t h at ideally re po rt dire ctly to the bo a rd.

“ Planning ahead and starting early also

a re crucial to move life - cycle management

to be come pro a ct i ve rather than a last-

stage at tempt to fend off generic co m pe t i-

t i o n ,”he adds.“Such changes are not easy

and re q u i re a diffe re nt way of thinking and

a diffe re nt way of wo rking across the org a-

nization. Companies that choose to

a d d ress these challenges will cre ate oppo r-

tunities for co m pe t i t i ve adva ntage by pro-

ducing products capable of enjoying

longer more profitable live s.”

So u rce : Ca pg e m i n i , New Yo rk .
For more info rm at i o n , visit ca pg e m i n i . co m .

and the Ne t h e rl a n d s,g e n e rics acco u nt for more

than 50% of pharm a ce u t i cal pre s c ri p t i o n s.

But despite the re cognition of the impo r-

t a n ce of prod u ct life - cycle management now

and in the future, only 19% of exe c u t i ve s

be l i eve their companies are curre ntly doing an

exce l l e nt job in successfully implementing life -

cycle management strate g i e s ; 35% of re s po n-

d e nts be l i eve their co m p a n i e s’ e f fo rts rate no

better than average; and more than 15%

be l i eve they do a poor or ve ry

poor job.

Major challenges include

the fact that life - cycle strate-

gies often are deve l o ped fro m

f u n ctional pe r s pe ct i ves rat h e r

than across the org a n i z at i o n

as a whole and that ove ra l l

re s po n s i b i l i ty is not clear. Th e

d eve l o p m e nt of appro p ri ate

m e t rics also is a hurdle with many co m p a n i e s

h aving no specific measures or key pe rfo r-

m a n ce indicators in place for life - cycle manage-

m e nt.

St rategies also are often adopted too late

with imminent pate nt ex p i rations acting as the

t rigger for act i o n .

In te rms of strategies for life - cycle manage-

m e nt, i n d i cation expansion has been clearl y

f avo red in the re ce nt past with 63% of exe c u-

t i ves citing it as having had a strong impact on

p ro f i t a b i l i ty for their co m p a n i e s.Loo king to the

f u t u re, i n d i cation expansion will co ntinue to be

an impo rt a nt factor (with 31% of exe c u t i ve s

s t ating they ex pe ct it to be come incre a s i n g l y

i m po rt a nt ) , but exe c u t i ves ex pe ct in-lice n s i n g

and alliances to be come the leading strate g i e s,

with 45% stressing their increasing impo rt a n ce.

Such strategies seek to bo l s ter pipelines and

also co nt ri b u te to the cre ation of thera pe u t i c

f ranchises and establishment of market leader-

ship positions in key are a s.

The re s e a rch also loo ked at strategies that

we re falling from favo r; 4 0 %

of re s po n d e nts be l i eved that

R x - to - OTC switching wo u l d

become less important in

years to come, suggesting

disenchantment with OTC

switching, following costly

exe rcises that have delive re d

l ow re t u rn s.

As par t of the survey ,

Ca pgemini also ca nvassed the opinions of

m o re than 8,000 physicians across the globe

a bout their views on the pharm a ce u t i cal indus-

t ry’s approach to prod u ct life - cycle manage-

m e nt. A key finding of this re s e a rch was that a

s i g n i f i ca nt majori ty of physicians we re keen to

be come more invo l ved in the deve l o p m e nt of

the industry’s life - cycle management strate-

g i e s. Of the life - cycle management pra ct i ce s

that physicians most preferred, indication

expansion was identified as the most favo re d

p ra ct i ce.

But the physicians surveyed we re unhappy

Loo king to the future,

i n d i cation expansion will 

co ntinue to be an impo rt a nt 

f a cto r, but exe c u t i ves ex pe ct 

i n - l i censing and alliances to

be come the leading strate g i e s,

with 45% stressing their 

i n c reasing impo rt a n ce.



CDISC STUDY DATA 
TA BU LATION MODEL

B. T H O M P S O N . We are carefully re v i e w i n g
the new Study Data Tabulation Model
(SDTM) to ensure that our company is doing
e v e rything possible to streamline submissions
of data to the agency. It should be a goal of
companies and the agency to find and imple-
ment greater efficiencies to shorten the time to
market for important new therapeutics.

D E A R H A M M E R . Kendle is embracing the
new standard format in a variety of ways to
e n s u re the highest quality data management

to manage multiple product types and will
need to adopt a new business model that
re q u i res changes at every stage in the value
chain. This model will not only affect their
critical operations but it will also entail new
ways of perf o rming daily activities, such as
accounting, human re s o u rces, and IT.

S H A N A H A N . The industry should take
lessons learned from other science-based
industries, such as the semiconductor, auto-
motive, and aerospace industries. Those sci-
ence-based industries have adopted form a l ,
modeling software applications, and the re s u l t
has been a dramatic increase in collaboration,
automated analytics, and more informed plan-
ning. The pharmaceutical industry still
depends on paper notebooks, passive picture s
of systems biology, and verbal communication
of re s e a rch goals and results. The complexity
of the re s e a rch problems and the development
of new automated platforms will demand a
revolution in scientific methodology.

S H E A I L . Roche has learned that a key to suc-
cessful alliance management is to help our part-

ners develop as entre p reneurial, independent
companies. To d a y, biotech companies expect
and deserve more of a role in the management
of alliances. We encourage our partners to get
involved at every stage of the alliance, fro m
early development through clinical trials to the
marketplace. By transforming our part n e r s h i p s
into true strategic alliances, we will continue to
expand deals with existing and new part n e r s
ultimately bringing new drugs to market.
To d a y, alliances between small biotech compa-
nies and large pharmaceutical companies are
helping to balance the risks of drug discovery
and are providing biotech companies with the
re s o u rces as well as the expertise they need to
advance projects aggre s s i v e l y. 
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Business Models

ce nte red marketing campaigns that focus on

d riving consumer be h avior through 

e d u cationally re l eva nt strategies and tact i c s.

For more info rm at i o n , visit healthed. co m .

FAIZ KERMANI, P H . D. Bu d g e t s, Pro po s a l s, a n d

Ma rketing Exe c u t i ve, Business Deve l o p m e nt,

Ch i l te rn Inte rn ational Ltd. , Sl o u g h , Un i te d

Ki n g d o m ; Ch i l te rn Inte rn ational has exte n s i ve

ex pe ri e n ce running clinical trials from Phase I

to Phase IV across a broad thera peutic ra n g e.

For more info rm at i o n , visit chilte rn . co m .

D O U G LAS M. KO LO D N Y - H I R S C H ,P H . D. ,

M BA . V P, Business Deve l o p m e nt, Ch e s a pe a ke

PERL Inc. , College Pa rk ,Md. ; Ch e s a pe a ke 

PERL is a pri vately held,p ro te i n - m a n u f a ct u ring 

co m p a ny whose PERLXpress plat fo rm 

te c h n o l ogy ove rcomes major barriers 

p re s e nted by cell-based sys te m s. For more

i n fo rm at i o n ,visit c-pe rl . co m .

CA ROL KOVAC .Ge n e ral Ma n a g e r, I B M

He a l t h ca re and Life Science s, So m e r s, N . Y. ; I B M

He a l t h ca re and Life Sciences brings tog e t h e r

IBM re s o u rce s, including IT,deep industry

i n s i g ht s,and re s e a rch ex pe rtise to help client s

d evelop and deliver safe r, m o re affo rd a b l e,a n d

m o re effe ct i ve diagnostics,d ru g s,and medica l

ca re.For more info rm at i o n ,visit 

i b m . co m / i n d u s t ri e s / h e a l t h ca re.

S T EVEN A. K R I E G S M A N . Pre s i d e nt and CEO,

CytRx Co rp. , Los An g e l e s ; CytRx is a

b i o p h a rm a ce u t i cal re s e a rch and deve l o p m e nt

co m p a ny focusing on the area of small

molecules and ri bonucleic acid inte rfe re n ce

( R N Ai ) . For more info rm at i o n ,visit cy t rx . co m .

RICH LEV Y. Co n s u l t a nt ; M r. Levy has more than

20 years of ex pe ri e n ce as a healthca re

a dve rtising exe c u t i ve. For more info rm at i o n ,

e-mail rl evy 1 1 4 6 2 @ a o l . co m .

S T EVEN LEV Y. Managing Di re cto r, Bu s i n e s s

Deve l o p m e nt, Fl e tc h e r / C S I ,Wi l l i s to n ,V t. ;

Fl e tcher/CSI provides custo m i ze d,

t a rg e te d, p ri m a ry co m pe t i t i ve and marke t

i nte l l i g e n ce to the wo rl d’s healthca re 

co m m u n i ty. For more info rm at i o n ,

visit fletc h e rc s i . co m .

WARREN P. L EV Y, P H . D. Pre s i d e nt and CEO,

Unigene La bo rato ries Inc. , Fa i rf i e l d, N . J . ;

Unigene is a biopharm a ce u t i cal co m p a ny

engaged in the re s e a rc h , p rod u ct i o n ,a n d

d e l i ve ry of peptide dru g s. For more

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

GREGG DEARHAMMER
Kendle Inte rn ational Inc.

Kendle is embracing the new standard format in a
variety of ways. Most import a n t l y, we are using CDISC

s t a n d a rds as our programming defaults and have trained
all relevant programming, statistical, and clinical data

management associates on the CDISC standard s .

We are co m m i t ted to promoting 

s t a n d a rds and inco rpo rating 

CDISC data inte rchange models into the

f u n ct i o n a l i ty of our prod u ct suite.

KAT H RYN ROY
Phase Fo rwa rd


