
3.1 The Urge to Merge

Becase-f h-eavy reuato y the U.S. Food and Drug Administration i(FDA>araz e agencies. getting human and even animnal health-related products tom-arKet:ý s an extremely costly and time-consumîing undertaking. To oes~cessu~.smail companies require extremely heavy public financing and/oral'eg arces with larger. weI-established firms Because of this, mergers andacQui s,' ons between bioitechnology firmrs are on the increase. Manybiotechlcogy companies are pursuing partnerships to further their goals ofbecoming big, independient drug companies. According to the Journal article.the secret to successful collaborations is 'to make sure you have a champion atthe larger company who believes in your product. And if the partnership doesn'twork out, consider buying back the technology from the larger company beforethe project dies on the vine " In 1991, collaborations between biotechnologycompanies accounted for about haîf of ail US. pharmaceutîcal researchalliances, accordîng to Ernst & Young. a major U.S. accounting andmanagement consultîng firm.

As a resuit of ail the hype, stock prices of publicly-held U.S. biotechnologycompanies soared through 1991 and 1992. A year later, the bloom was off thebitechnology rose. According to an article in the February 26, 1993 BuffaloNews, Wall Street analysts were warning investors to stay away from more thana dozen biotechnology stocks after industry leader Amgen, Inc. camne eut with apoor earnings forecast and had its shares plunge $9.25 to $37 in trading of 22'million shares. The shares have since dropped more. Five coimp aniesindefinitely postponed plans for their initial public offerings (IPOs) as a result ofthe debacle. Financial data received from some of the public cempanies forthis study indicate some very unfavorable financial situations. This industry is farfrom stable!

3.2 U.S. Leadership / International Development


