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/FIRST WORD

Are Biotech Companies
Obsolete?

s one participant at the Bio/Technology/ReCap/UCSF-spon-
sored conference “Going Direct: Capturing Biomedical
Innovation and Bringing it to the Marketplace” held last
month in San Francisco remarked, the meeting was a bit of
a CEO beauty pageant. As with any pageant, there were
some contestants who should have been seen but not heard,
but there were also a number of very good acts. Whether you
liked, or even agreed with, what they had to say depends
upon where you are sitting.

“Going Direct” looked at the kinds of alliances that are
being undertaken to move the process of drug discovery and development
forward. Among the questions discussed was this eyebrow raiser: Do the big
pharmaceutical companies (also called big pharmas) now know enough about
biotechnology to go directly to universities for their research and innovation
needs, bypassing the biotech intermediaries? Edgar Haber of Harvard School of
Public Health and others feel the answer is yes, that biotechs originally had a
function to perform, namely to identify and bring forward basic research that had
commercially realizable implications, but that the big pharmas are now capable
of doing this on their own. Others, like Bill Rutter of Chiron, feel that new
technologies and products will continue to demand the creation of new compa-
nies—existing organizations can’t handle them properly.

Big pharmas are sitting in the catbird seat as far as acquiring basic research and
early-stage technologies from cash-hungry universities and biotech companies
goes. But they are on the hot seat as far as changes in the industry are concerned.
Discovering and making drugs is no longer enough, according to pharmaceutical
executives like George Poste of SmithKline Beecham. Big pharmas must move
in the direction of becoming full-service, health-care corporations, with the
capacity to provide everything from diagnostic screening and genetic counseling,
drugs and therapies, to patient surveillance and maintenance. The big pharma
buzz words are “‘disease management” and “control of lives”—the greater the
number of lives you control, the greater your distribution system is, and thus the
greater your market share. The drugs you make must be big ones—knockoffs
won'’t work in this market.

Research-intensive universities are also in a rosy position. These are not
genetically engineered thornless roses, however. Joseph Martin of UCSF, Paul
Berg of Stanford, and Harvard’s Haber all spoke about the desirable and undesir-
able aspects of such liaisons. The economic benefits for universities are tremen-
dous. But are graduate students in school to get an education or to provide cheap
labor? Should universities be generating knowledge and educated people or
revenues and products? There are also formidable questions of academic freedom
inthe face of trade secrets and patent agreements, as well as of intellectual property
rights.

The biotech position is hardly rosy, but there is some good news. For one thing,
the pharmaceutical industry is a major, and at the moment avid, consumer of
biotech. And although big pharmas may now be able to deal directly with
universities, academia may not be able to deal with big pharmas for some of the
conflict of interest reasons mentioned earlier—big pharmas may in fact find it
easier to deal from one commercial venture to another, thereby letting biotech
companies shoulder any conflicts of interest. The only way for big pharmas to
realize profits is through innovative products. Outsourcing research to the biotechs
continues to be a practical way for these companies to experiment with relatively
little risk. The bad news, of course, is that with “consolidation and collapse,” as
SB’s Poste put it, there will be fewer pharmas and thus fewer customers.

There was no talk of biotech-biotech alliances, which is another way for biotech
companies to reinvent themselves—to form consortiums either around a set of
technologies such as screening, or around a set of disease indications (Genzyme
has done this in tissue repair, Baxter in renal transplantation). Why aren’t more
of these kinds of deals underway? —SUSAN HASSLER
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