Drug Manufacturers
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Ok, here's how drug manufacturers operate.

They develop, test, manufacture and market drugs such as pain killers, antibiotics, heart medicines, and cancer drugs.

Because of the big expenses involved, they're mainly large companies, with annual sales over $150 million and several hundred employees.

Discovering new drugs is the hardest problem. Some companies screen large numbers of chemicals for medical effects.  Many drugs result from research originally done in university labs.

Once a promising drug is identified, it must be tested for effectiveness and safety in a series of clinical trials required by the FDA, the Food and Drug Administration. Most drugs that reach the testing stage are rejected. 

Actual drug manufacture is often a simple process. Marketing involves direct contacts with doctors, hospitals, and health insurers, and advertising in medical journals, magazines, and maybe on TV. 

Here are some strategic things you should know.

Drugs have patent protection for 20 years, but the many years involved in development and testing decrease the market life of a drug to about 10 years. Competitors often produce me-too drugs that are slightly different. Once a patent expires, makers of generic drugs provide competition, and prices often drop.

Because of the large costs of testing and marketing a drug, many small research companies form partnerships with big drug makers to develop their products. In turn, the big companies don't need to do the research.

Older methods of discovering drugs through trial and error have given way to rational design on computers, and to drugs derived through bio-technology, that is from living organisms of one sort or another. 

The industry is heavily regulated, through the patent system and through the FDA, which regulates both drugs and drug marketing. The FDA can take drugs off the market if they turn out to have dangerous side-effects.
Here are some good talking points.

Do they mainly do research or mainly test and market products? Do they have partnerships with other drug companies. Do they make generic drugs?

What are their major products? Treating which diseases? In what stage of development are they?

How commercially successful have their products been?

What patent protections do they have?

Does they outsource to a contract manufacturer?

In what areas does they plan to find new drugs?

And finally, how do they see their business changing in the future?

Now, you're ready.

