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NostraPharmus revisited:
a future of splendid
isolation or multilevel
participation for
pharmaceutical companies

Five years ago we invited a little-known
but controversial figure, Dr
NostraPharmus, to prognosticate on

the business, clinical and scientific health of the
pharmaceutical industry. Dr NostraPharmus
opined via a brief but spirited interview, on the
future of pharmaceutical companies and their
operational status in 2010 (see Drug
Discovery World Summer Supplement S1-
S3, 2005). Today we asked him to critique his
crystal ball, and evaluate his previous
predictions as well as offer insights into the
pharmaceutical sector of 2015. 

Question: Welcome back Dr
NostraPharmus. In 2005 you offered a

perspective into the future of the
pharmaceutical industry. Could you
review how pharmaceutical companies
have fared over the past five years? 
Dr NostraPharmus: Pharmaceutical
companies have experienced a tumultuous
five years and have been subject to the
vagaries and buffeting winds of change. They
have met with mixed fortunes in their
attempts to satisfy the new and increasing
demands of their end user, the patient, or
more appropriately described today as the
consumer. In 2005, I suggested that there
were at least three key areas that the
pharmaceutical companies should focus on
and they are:-

1Technology usage and decision making –
The return on technology investment has
had limited impact on both productivity and
costs. It has, however, led to the rapid
creation of massive data sets which do not
appear to offer significant new insight into
optimal drug development. This has
prompted the pharmaceutical companies to
critically evaluate ‘new’ technologies and not
just simply adopt them into the DDD
process. However, they have embraced the
widespread use of bioinformatic, knowledge
assembly and IT tools in order to efficiently
analyse data and make decisions in the
complex business of producing therapeutic
agents. Finally, the pharmaceutical industry
has accepted that companion diagnostics
and mechanism-driven selection of NCEs is
a step forward in the optimisation of the
logic-driven process of DDD. In part these
latter practices are an attempt at alleviating
risk, and maximising safety and efficacy of
new therapeutic drugs.
2 Changing role of stakeholders –
I suggested that the pharma-centric model of
supplying drugs to the end-user patient
population via the physician distribution
model has to adapt to the changing demands
of key stakeholders. The patient is morphing

Dr Stephen Naylor

Chairman and CEO

D2D, Inc



into a consumer and numerous other
stakeholders, physicians, healthcare
administrators, insurance companies and
politicians are all evaluating the putative
value of pharmaceutical products from their
own self-serving perspectives. The
pharmaceutical industry has been slow to
recognise that the way healthcare is delivered
via primary, secondary and self-help
pathways is in a state of significant flux. This
changing landscape will dramatically impact
their sales and marketing strategies and
necessitate new educational efforts to ensure
all stakeholders understand the value and
effectiveness of next-generation
pharmaceutical products.
3 Emerging new business model – 
I predicted that acquisition and
consolidation activity would continue to
occur and that the emergence of mega-
pharmaceutical companies would dominate
the sector. The acquisition of Wyeth by
Pfizer ($68 billion cash and stock), Schering-
Plough by Merck ($41 billion cash and
stock) and completion of the Genentech
acquisition by Roche ($47 billion in cash) all
indicate that this trend is real and will
continue into the foreseeable future. In
addition I suggested that pharmaceutical
companies needed to outsource their R&D,
in part by partnering more strategically with
third parties players such as academia and
small biotech companies. Finally, I foresaw
that the days of the Blockbuster drug model
were coming to an end and that the industry
would have to develop new models to
accommodate consumer-driven personalised
medicine and globalisation. In the latter case
the pharmaceutical sector has been slow to
respond but is beginning to recognise the
impact and importance of preventing disease
as well as treating the individual and not a
poorly defined population.

Question: What are the major trends that
have emerged in the past five years, and
continue today, that are most likely to
impact the pharmaceutical business of
tomorrow?
NostraPharmus:The advent and growth of
the World Wide Web and other
communication tools coupled with ease of
travel and the lowering of global trade
barriers have led to significant changes in
every major industrial sector. This has been
compounded in the healthcare sector and
the pharmaceutical business by a number of
additional factors. Pharmaceutical
companies continue to increase their annual
Research and Development (R&D) budgets
but continue to see a decrease in the
number of NMEs. In addition there

continues to be an over reliance on ‘old
drugs’ and small incremental changes for
creation of ‘new’ drugs. The sales and
marketing arms of pharmaceutical
companies are huge and take up
approximately 35% of annual costs and
continue to focus on the physician’s office as
the primary sales location. However, the
primary, secondary and self-care patient
models are changing dramatically, thus
altering the points of contact for the sales
and marketing teams, as well as demanding
a more diverse range of products.
The Developing World looks increasingly

like the Developed World in terms of the
impact of lifestyle-related diseases such as
obesity, type II diabetes, stroke, hypertension
and metabolic disorders. For example, it is
estimated that in the Developing World, the
occurrence of hypertension will increase
from 640 million (2005) to 1 billion people
by 2025. It is projected that in the E7
(Brazil, China, India, Indonesia, Mexico,
Russia and Turkey) alone, drug sales will
triple and account for approximately 20% of
total global drug sales by 2020. Yet the
current pharmaceutical companies will find
it difficult to exploit these emerging markets
because of limited innovation and
productivity as well as a static sales and
marketing model that are not applicable to a
more heterogeneous market place. These
markets as well as Developed World markets
will also require products that are focused
towards ‘prevention’ rather than ‘treatment’,
and yet again offer exciting new market
opportunities.
Whatever products are offered by the

pharmaceutical sector in the future must be
safe, efficacious and cost-effective. The rise
of comparative effectiveness models will
demand that pharmaceutical companies
offer products that truly are valuable to the
consumer, and will be measured and rated
by outcome. This will necessitate that the
pharmaceutical industry helps educate the
capital markets so as not to be judged
unfairly or too harshly, particularly since the
former continues to struggle with R&D
innovation, investor relations, sales practices,
drug prices, clinical trial efficiency and drug
safety, and the latter has a short-term, quick-
fix, attention span

Question: As the demands of stakeholders
change what must the pharmaceutical
industry do in response?
NostraPharmus: A common theme that
pervades all stakeholders is ‘what’s in it for
me?’ and ‘how can I extract maximum value
from the product(s) provided by
pharmaceutical companies?’ Obviously,

investors and capital markets perceive value
differently from the patient-turned-
consumer, whose expectations differ from
payors such as insurance companies as well
as local, state and federal governments. 
In the case of investors and market

analysts the pharmaceutical industry has to
do a much better job of setting reasonable
expectations about the lifecycle development
and patent protection of its products. In
addition it has to educate investors and
consumers alike about the complexity of
discovering and developing therapeutic
agents and the possibility of adverse events
and the limitations of efficacy. Of particular
importance is the changing nature of
healthcare delivery. By 2015, the self-care
market will consist of web-based self-
diagnostic tools, OTC treatments for chronic
and acute disease and a myriad of
personalised wellness services. The primary
care arena will comprise of wellness check-
ups, complex diagnostic and treatment
regimes as well as minor surgeries, and the
secondary care market will be focused on
major surgeries and intensive care. This will
necessitate that the pharmaceutical
companies consider not only their range of
products offered to the consumer, but also
their overall sales and marketing strategy. 
Finally, the pharmaceutical sector must be

more efficient in its discovery and
development of its product lines in order to
take advantage of new market opportunities
and satisfy the needs of many of its
stakeholders. In that regard they must
reconsider and reconfigure their DDD
process. PricewaterhouseCoopers (see
pwc.com/pharma2020) and others have
argued that in future the necessity of a
mechanism-based pathophysiological
understanding of the disease is of paramount
importance prior to development of the
drug. This will then allow a rational drug
design and development as well as an
expedited determination of efficacy and
safety. This more focused, expeditious
approach will facilitate better, cheaper drugs
and a broader array of products. It is vital
that the pharmaceutical industry begins to
consider the changing needs of its
stakeholders. This will leverage the
considerable business opportunities brought
about by the demand for new products and
new emerging markets discussed above.

Question: How do you think the
pharmaceutical companies should alter
their business model for the future?
NostraPharmus: Individuals, organisations
and government now have access to
unprecedented information content that
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facilitates unparalleled choice and aggressive
consumerism. This is fuelling the demand
for dramatic change in healthcare delivery
on a global basis. The demanding consumer
or stakeholder of today is no longer satisfied
to be merely a passive recipient but requires
a wide range of products that provide value.
In the case of the individual that necessitates
drugs that actually work, but more
importantly requires healthy outcomes. 
Caroline Buck Luce (Ernst and Young

LLC) and others have argued that the
pharmaceutical industry continues to slowly
transform itself. Pharma 1.0 was the heyday
of the Blockbuster Model, where companies
simply sold therapeutic drugs. Currently, in
Pharma 2.0 pharmaceutical companies
provide a diverse drug product portfolio
coupled with a more cost-effective business
model. However, in the next iteration,
Pharma 3.0, the physician is no longer the
customer. The payors dictate product
demand and this in part is determined by
drug safety, efficacy and outcomes. In
addition the payor will drive market demand
by evaluating comparative effectiveness and
the needs of the empowered consumer. The
new business model must account for three
separate value propositions, namely i)
managing outcome; ii) expanding access and
iii) meeting unmet medical need. In order
for such a model to be successful and garner
the trust of the payor and the consumer,
outcomes must be validated.

Question: Describe the pharmaceutical
company of 2015. How does the
pharmaceutical industry practice the
discovery, development, sales and
marketing of its products?
NostraPharmus: I believe there are at least
10 key issues that individual pharmaceutical
companies and the industry will face and
have to address in the next five years:-
1 Consolidation – while it will continue for
the foreseeable future, the economies of
scale will cease to be an attractive driving
force, and mega-mergers will become the
rarity rather than the norm.
2 Diversification – Sanofi-Aventis
announced last year that it is becoming a
personalised medicine company offering a
diverse array of health-related products
including information content. This will
become standard practice for pharmaceutical
companies.
3 Disease prevention – a greater emphasis
on disease prevention products such as
nutriceuticals will be offered by
pharmaceutical companies or subsidiaries.
4 Globalisation – pharmaceutical
companies will partner or acquire developing

world (including E7 countries, Eastern
Europe and parts of Asia) expertise in order
to provide products in this rapidly growing
and lucrative market sector. 
5 Stakeholders – the demanding nature of
investors, payors, financial analysts and
consumers will force pharmaceutical
companies to be more receptive and flexible
towards change across many different
elements of their business.
6 Healthcare delivery – as this continues to
change, it will require pharmaceutical
companies radically re-evaluate its sales and
marketing practices to meet the demands of
a different market place populated by
different decision makers.
7 R&D – many of these activities will be
outsourced to specialty biotech and CRO
companies. 
8 Mechanism-based discovery – will
become the entry point for the DDD
process.
9 Drug value – this will no longer be
determined in an arbitrary manner by the
pharmaceutical industry. It will be
predicated on validated outcomes for a
specific drug and controlled by payors such
as insurance companies and government.
10 Decision time – the pharmaceutical
sector and individual companies have to
decide if their future consists of ‘splendid
isolation or multilevel participation’.
Tough times lay ahead for this industry,

but there are also unprecedented
opportunities. It simply requires that
pharmaceutical companies engage and
understand the issues and needs of all
stakeholders. Such a comprehension would
enable the industry to lead and not just
continue to react to an ever changing
healthcare landscape. DDWi
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