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F o r  O p e n e r s

Tough Times

JAMES F. RYAN

These are not great times for pharmaceutical companies. Stock prices are
down, prescription costs are under siege from both public and private
payers, and new drugs are not coming into the market at nearly the rate

one might expect given R&D expenditures. According to one recent report, phar-
maceutical industry share prices are down approximately 18% this year. Merck
is down 30% from its all-time high, while Bristol-Myers Squibb is down by half,
to name but two companies in this industry. These stock price levels probably
aren’t going to be a lot better for a while. In the next 5 years, some 35 of this
industry’s most profitable drugs, representing over $70 billion in annual sales,
will come off patent. Most of these drugs are the blockbuster ones we know
about from direct-to-consumer advertising, including Claritin, Celebrex, Prilosec,
and Lipitor, and history indicates that when generic alternatives are available,
prices drop by 60–70%. That’s tough on the bottom line. 

That wouldn’t be so bad if there were more drugs in the pipeline ready to
come onto the market, but unfortunately, that does not seem to be so.
According to the FDA’s Center for Drug Evaluation and Research (CEDR), the
arm of the U.S. government that approves pharmaceuticals for public use,
there were only 46 approvals through September of this year, in contrast to
120 new drugs accepted by CEDR in 1996 and 1997. Especially disappointing is
that these 2002 numbers come despite an increase in R&D expenditures by as
much as 300% compared to just a decade ago. Such technologies as high-through-
put screening, proteomics, genomics, and bioinformatics are expensive. New,
extremely sensitive HPLC chromatographs and mass spectrometers require a high
level of operator skill to acquire and interpret data. It’s understandable why
new drug discovery technologies have caused R&D to go up so much. 

It has been argued that these investments are necessary to the pharma-
ceutical industry today, given that this industry is in a transition from devel-
oping drugs that provide palliative treatment that simply alleviates symptoms
of disease to an industry that develops drugs that will actually modify and
even cure disease. That’s true, but more to the point, is there an alternative?
What choice do pharmaceutical companies have except to make these invest-
ments? We’re not going to surrender to disease and go quietly into that dark
night, are we?

Today, the old ways of drug development are probably just not viable. In
the 1950s, scientists spent a lot of time collecting exotic plants and extracting
medicinally active materials. While that process may be still done, it’s proba-
bly even more expensive than bioinformatics and proteomics, not to mention
less predictable. 

No question that this is a rough time for pharmaceutical companies. But
if they continue to make investments in research at levels comparable to what
they’ve made in the past decade, we will develop a fundamental understand-
ing of disease processes. Then the development of drugs will be much easier—
and cheaper. ◆


