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Today, drug manufacturers
are finding themselves in very
different waters from those of
a decade ago, and many companies are ill prepared to weather the “perfect storm” brewing in
oncology. Manufacturers’ highly redundant oncology pipelines
have created intense competition, and at the very time when
oncology developers need most
to differentiate their products
in the marketplace, traditional
commercialization tools, such as
access to therapy decision makers, are being swept away.
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To gain insight into the commercial changes such as these
occurring in the industry, Campbell Alliance initiated the Oncology National Commercial (ONC)
study where 75 key industry
experts, physicians, payers, and
opinion leaders were surveyed.
The study revealed an alarm-
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Ten Trends Transforming the
Business of Oncology
ing pattern that told us that the
oncology space is transforming
in such a way that never-beforeseen competition is now built
into the “DNA” of the business of
oncology, and few companies are
prepared to operate in the face of
this intense competition.
These findings were confirmed
by examining manufacturers’
oncology pipelines and commercialization efforts and 10 specific
transformative trends, of which
every oncology product marketer and developer should be made
aware, were revealed. These
results can be broken down into
the following aspects.

Trend 1: Large pharma has dramatically expanded its oncology
pipeline.
Large pharma has developed
and bought its way into oncology
to the point where two and a half

times as many compounds were
in clinical trials in 2010 as were
in the large pharma pipeline of
2000. Furthermore, the pipeline
includes many more early-stage
agents in this time period than
before.1
All the largest pharmaceutical companies that publish areas
of in-licensing interest actively requested additional oncology products for their pipelines in
2010.2 Hence, the trend toward
more robust oncology pipelines
is likely to continue.

Bottom-line effect: Competition
is sharply greater, based on gross
numbers.

Trend 2: The oncology pipeline has
become increasingly targeted.
Oncology pipelines are shifting away from therapeutics such
as cytotoxic agents and broad
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Figure 1. Oncology therapies are increasingly targeted. Source: Campbell Alliance Analysis
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cell-cycle inhibitors that treat cancer
with little specificity. The agents filling the 2010 pipeline are much more
targeted than the agents filling the
2000 pipeline (Figure 1).3 This shift
is even more dramatic when considering novel agents (as opposed to line
extensions). Targeted therapeutics
have obvious benefits—increased
efficacy and potentially lower side
effects. However, an unintended consequence of exquisite targeting is
exquisite competition.

In 2010, large pharma oncology
pipelines were driven by new understanding of molecular pathways.
Agents became increasingly engineered to their targets. If we focus on
the top 10 targets (Figure 2), outside
of the top 5, all of the other targets
had only one or two agents targeted to them in the pipeline in 2000.
Compare this with 2010, where many
more agents targeted the same pathways (and more specifically, particular kinases within these pathways).

Bottom-line effect: There is now
great overlap in mechanisms of action
and molecular targets among the
large-pharma oncology pipeline.

Bottom-line effect: The same scientific transparency has led to intense
competition.

Trend 3: Multiple oncology therapies
target the same molecular pathways.
In 2000, oncology agents in clinical trials arose from “fishing expedition” screening efforts that yielded
a generally diverse set of targets
and mechanisms of action. Large
pharmaceutical companies in 2000
could expect some—but far from
intense—direct competition. This
situation did not outlast the decade.

Trend 4: Multiple agents are now
tested against even rare tumors.
In 2000, 63% of new compounds
in late-stage clinical trials were tested on one or more of the “big five”
solid tumors (breast, colorectal, gastric, lung, and prostate). By 2010,
this share had dropped below 50%
(Figure 3). The story is one of market competition and a scattering to
supposed safe havens of ever smaller
patient populations. Unfortunately,

these “safe havens” were not as safe
as hoped because multiple companies
had the same safe havens in mind.

Bottom-line effect: The pipeline for
niche indications has become increasingly crowded and may represent
even more competition per patient
than seen in tumors that affect larger
patient populations.

Trend 5: Biomarkers are fragmenting
the oncology market.
Biomarkers, on one hand, allow
for increased efficacy and smaller clinical trials. On the other hand,
biomarkers necessarily narrow the
market and funnel compounds with
similar mechanisms of action to the
same biomarker-defined patients.
Key opinion leaders believe that biomarkers are necessarily the wave of
the future and will further fragment
the market by defining ever smaller
patient populations, but may provide
fewer payoffs than expected.

Bottom-line effect: By defining even
smaller patient populations, biomarkers may limit payoffs.
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Figure 2. Many more agents are targeting the same pathways. Source: Campbell Alliance Analysis
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Trend 6: Oncology has become a
blockbuster machine.

Trend 7: Oncology is saturated with
sales representatives.

Oncology is among the fastestgrowing therapeutic areas in terms
of branded therapeutic revenue.
Entering 2010, oncology blockbusters had become much more valuable
than they were in 2000. In 2000,
only two oncology drugs had more
than $1 billion in revenue. In 2010,
all of the top 10 oncology drugs
exceeded $1 billion in sales (Figure
4).4,5 This revenue growth has come
in the face of decreasing incidence
for most cancers in the US.6 Instead,
the revenue growth has come largely through the increasing price of
new oncology drugs.7 Another factor leading to increasing revenue in
the oncology space is earlier diagnosis that allows for longer duration of
therapy.8 A third factor is the nowcommon use of combination therapies in the first line9 (and each of the
constituents of combination therapy
costs more in 2010 than in 2000).

In the past decade, the growth in
oncology sales representatives was
6.9% annually, far outstripping the
3.3% growth in oncologists.10 This
growth has outpaced the growth of
oncologists in the US to the point
where there are three reps for every
10 oncologists. This increase in sales
reps per oncologist limits access by
competition. In addition, the survey
respondents confirmed that access is
increasingly limited, such that about
half the time, sales reps are unable
to see the oncologist. This limited access suggests that the industry
may be over-invested in sales representatives targeting high-prescribing
oncologists.

Bottom-line effect: There is good
news in that an oncology blockbuster
is now a blockbuster.

ingly important
resource.

In order to earn a share of everlimited oncologist access, manufacturers must provide additional
perceived value to oncologists. Of
the service provided by oncologistfacing resources, “new information”
is perceived to be the most valuable.
However, because sales reps cannot provide the full range of medical information, the Medical Affairs
function is becoming an increas-

oncologist-facing

Bottom-line effect: Industry leaders expect that oncology sales forces
will net increase, and this may imply
that access will become even more
competitive.

Trend 8: Oncologists are no longer the
sole decision makers.
Oncologists began the decade
making essentially all the decisions
in oncology patient care. Now a host
of stakeholders influence oncology
therapy choice. The federal government has already begun exerting its
new influence over oncology treatments.11 State governments are
increasingly exerting access influence by mandating coverage and
mandating IV/oral cost equivalence.12 Payers are also shifting costs
to patients, who are increasingly
exposed to high co-pays or coinsurance. When monthly out-of-pocket
expenses rise above $500, more than
a quarter of patients do not remain
adherent to oral oncology therapeutics.13 A fundamental influence shift
has begun.
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Figure 3. Fewer than half of new agents are currently being tested in the “big five.” Source: Campbell Alliance Analysis
26 ONCOLOGY BUSINESS REVIEW • ONCBIZ.COM • SEPTEMBER 2011

Bottom-line effect: As non-oncologists exert ever-greater influence over
oncology therapy choice, successful oncology companies will redeploy
customer-facing resources to address
the needs of these newly important
customers.

plans had responded by changing the
reimbursement methodology to average selling price (ASP), which is net
of all rebates and discounts. ASP has
removed much of the profit potential
from buy-and-bill.

According to
the industry
leaders
interviewed,
the downstream
effects of lower
oncologist
profitability are
just beginning
to be felt.

Trend 9: Payers are beginning to manage oncology.
In 2000, oncology remained an
area with few price controls. The typical flow of injectable oncology drugs
was via buy-and-bill, where oncologists purchased oncology products
from wholesalers and received payment (including substantial markups) from health plans and Medicare
Administrative Carriers. By the mid2000s, oncology practices were able
to increase margins by using group
purchasing organizations (GPOs) to
negotiate more favorable discounts
and rebates from manufacturers.
Oncologists joined GPOs to have
access to decreased product acquisition costs and effectively increase
profits. These profits did not pass
unnoticed. By 2010, both Medicare
and many traditional healthcare

Payers are also controlling access
to oncology therapeutics explicitly.
Typically, payers seek to control costs
by requiring an FDA indication, pri-

or therapy failure, appropriate dosage, appropriate therapy intervals,
or compendia listing.14 Prior authorizations are required for up to 65%
of covered lives for the most expensive oncology monoclonal antibodies.
Additionally, the least politically sensitive way for payers to control costs
for oncology products may be use of
clinical pathways to define treatment
options available for the oncologist.15

Bottom-line effect: According to
the industry leaders interviewed, the
downstream effects of lower oncologist profitability are just beginning
to be felt. Oncologists are shifting
unprofitable patients to hospitals.
Oncologists themselves are migrating from independent practices to
large institutions with financial incentives less aligned with high prescribing. Eroding profit margins are leading
to a decreasing direct financial interest of oncologists in therapy choice.
Therapy choice may be driven more
by “reimbursement confidence” than
by access, and decreasing financial
incentives may lead to lower prescription rates for expensive therapies.

Entering 2010, oncology blockbusters had become much more valuable than they were in 2000. In 2000, only two
oncology drugs had more than $1 billion in revenue. In 2010, all 10 of the top 10 exceeded $1 billion in sales.
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Figure 4. Oncology has become a blockbuster machine. Source: Campbell Alliance Analysis
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Trend 10: The combination of
commercial and clinical factors may
lead to a bursting oncology asset
bubble.
Oncology had been a hot area for
licensing through the 2000 to 2009
period. In-licensed compounds were
evaluated and purchased based on
historic trends. Unfortunately for
those valuing oncology assets, historic trends have not continued.
Many of the key inputs to valuation
models appear to be eroding sharply. For example, more intense competition than anticipated should lead to
lower market shares than predicted.
Trials are more difficult to recruit
because of competition for patients,
and trials are longer when overall
survival, rather than progressionfree survival, is the endpoint. Longer trial times lead to less time on
the market before loss of exclusivity.
Comparator arms now may include
extremely expensive biologics.
When we consider the number of
phase II and phase III assets in each
therapeutic category to the number
of deals made in that category, we
may estimate the “inventory” of each
therapeutic area. Oncology has more
than 20 years’ inventory to work
through.16

Bottom-line effect: When a supply
glut is combined with eroding
valuation fundamentals, a price
collapse may be in the works.

>>OBR DAILY NEWS FLASHES
Xalkori®, Pfizer’s newly approved NSCLC
drug targeted to about 7% of patients
harboring a specific gene mutation, will
cost $9,600 a month, or about $115K for
patients who are on it for a year.
(Forbes, 8/26/11)
The FDA has granted fast track
designation to Bayer’s Alpharadin™
(radium-223 chloride), for the treatment
of castration-resistant prostate cancer in
patients with bone metastases.
(Dow Jones Newswires, 8/23/11)
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Key Points
•

These 10 trends transforming
the oncology marketplace
begin with structural changes
in the oncology pipeline
that lead directly to intense
competition. At the same
time, changes in underlying
oncology economics have
prompted an ongoing change
in the most effective oncology
commercialization strategies.

•

Competition is precisely
the environment where
companies need to be able to
differentiate. However, at this
same moment, customers and
their needs are changing. This
means outdated strategies
are poorly matched to today’s
commercial realities.

•

We are at an inflection point.
Going forward, successful
oncology companies will
recognize the new reality
and organize their portfolios,
launch planning, and
customer-facing resources to
meet this new reality head on.
JS NNR
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