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PRIVILEGED AND..(JONFIDBN1'I:A:b MEMORANDUM 

TO: President Clinton Jal!uary 6. 1994 
FR: Ira Magaziner. Chris Jennings 
RE: Biotech Industry and the Health Security Act 
cc: Hillary Rodham Clinton 

Prior to the holiday break. you read an article in the Philadelphia 
Inquirer about the biotechnology industry and its concerns about the Health 
Security Act. You asked. "Isn't there something we can do about this?" 

, 
The short answer to your question is yes. Our more detailed response 

can be found starting on page 4 of this memo. Preceeding this section is some 
background information on the biotech industry and on the relevant (and 
rationale behind) the provisions of the Health Security Act. 

BIOTECH BACKGROUND 

Biotechnology pharmaceutical products have great potential to develop 
cost-effective "breakthrough" drug treatments and cures for diseases afflicting 
millions of Americans that are costing billions of dollars. Because the biotech 
industry is the most heavily R&D investment-oriented of all drug 
manufacturers and because it allocates much less of its dollars on marketing. 
it is frequently (and understandably) cited as the shining star of the 
pharmaceutical industry. 

Contributing to the industry's positive perception is the fact that the 
biotech industry has a relatively solid track record of not increasing prices 
significantly above inflation. is pricing its products at levels that largely mirror 
the prices that other Western countries pay. and is one of the most 
internationally competitive industries in the U.S. As a result. ~he is no 
question that we should avoid unfairly burdening 'a R&D-inte stiv industry 
that may well produce great economic and health care dividen . 

While the biotech industry has great potential. it is important to note 
that there are also significant fears that the manufacturers of these products 
will "launch" their products at prices that will threaten the solvency of private 
and public insurance plans. A number of examples have been cited in recent 
years that illustrate pricing behaViors that support these fears. 



Moreover. since many health care experts believe that pharmacological 
interventions will represent a larger and larger slice of the medical utilization 
pie in the years to come. there is concern that prescription drug costs will be 
excessively burdensome on the purchasers of health care. The primary concern 
is that "breakthrough" drug products. Le. those that have no significant 
therapeutic alternatives. will have little or no competition in the private or 
public sectors to pressure companles to be price sensitive. 

The Clinton Health Security PreSCription Drug Proposal 

The challenge of health reform as it relates to prescription drugs has 

always been to achieve the balance of providing prescription drug coverage for 

all Americans at an "affordable" price. while retaining adequate incentives for 

R&D investment for the industry. 


The Health Security Act has attempted to achieve the appropriate 
balance by providing for a significant drug benefit for every American ($250 
deductible and 80 percent coverage). To address the prescription drug cost 
issue the legislation (1) specifically rejected price regulation of drug products 
and relies on market purchasing techniques for the under-65 population, 
(2) provides for a breakthrough drug review board that will evaluate and 
publish (but not regulate) new drug prices that it concludes are excessive, and 
(3) holds down Medicare costs by providing for a Medicare rebate for the drugs 

.it purchases (much like the current Medlcaid drug rebate program) and 
provides authority for the Secretary to negotiate new drug prices (just as she 
has the authority now for drugs covered under the drug immunization bill.) It 
is important to note that, even with these provisions, our current 
estimates project that the industry will benefit from the new prescription 
drug coverage provisions to the tune of increased expenditures over 
baseline of between $5 and 10 BILLION A YEAR. 

Industry, Consumer, and Congressional Response to Proposal 

Pharmaceutical Industry Response 

The pharmaceutical industry has raised serious concerns about the 
Medicare rebate, the breakthrough drug advisory board, and the provision that 
provides the authority for the Secretary of Health and Human Services the 
ability to negotiate over the price of new products. The industry argues that 
the bill's provisions create an environment that serves as a dlsincentive for 
capital investment. 



The eVidence on the investment issue is mixed. There is no question 
that the biotech industry is being told by many investors that the 
Administration's proposal is making it much more difficult to attract capital. 
Understandably. this information is driving many within the biotech industry 
to allocate a great deal of resources and time in opposing the Medicare drug 
cost containment provisions of the Health Security Act. It is interesting to 
note. however. that a just released Ernst and Young analysis of biotech 
investment has concluded that from 1992 to 1993 "financing is up 21 
percent" from $2.65 billion to $3.,2 billion. (Please also see attached articles 
which also seem to confirm this conclusion.) 

While the industry has been very active and effective in raising strong 
concerns about the cost containment provisions of the Health Security Act, it 
has not acknowledged the many concessions the Administration gave during 
the development of the proposal. The bill explicitly rejected price controls, 
rejected the ability of the Medicare program to use a formulary, phased out the 
Medicaid prescription drug rebate program, provided a huge new market by 
requiring that every American have drug coverage, created new incentives for 
the covered Medicare population to purchase Medicare-certified HMO benefits 
(which are privately administered plans that use formularies). and modified the 
charge of the drug advisory board to review prices in relation to all other 
medical interventions (a provision that the biotech industry Virtually wrote). 
All of these provisions were high priorities for the industry. Regardless. 
however, there is no question that the industry has taken the position 
that they need to push for changes on Capitol Hill to ensure investment 
dollars and that they believe their chances for success are quite good. 

Consumer Groups Response 

Representatives of consumer groups almost universally support the 
pharmaceutical coverage and cost containment provisions in the Health 
Security Act. Families USA, AARP, the National Council of Senior Citizens, 
Consumers Union, the AIDS Action Council, the National Organization of Rare 
Diseases, and other advocacy groups representing tens of millions of 
Americans have written in to specifically endorse the prescription drug cost 
containment provisions. In so doing, these groups have specifically rejected 
the industry's position that the cost containment provisions will reduce 
investment in the treatments and cures that would benefit the people they 
represent. In fact. some of the groups -- such as Consumer Union -- have 
concluded that we have gone too far towards the industry's position. In 
addition, the community pharmaCists (the National Association of Retail 
Druggists and the Nation~~iation of Chain Drug Stores) are perhaps our 
strongest provider group ~tes in the nation. 



Congressional Response 

The Congressional response has, in large part, reflected the concern 
outlined by the biotech industry. A number of Members, including key 
Members on major Committees of jurisdiction, have expressed significant 
interest in coming up with biotech industry inspired alternatives to the current 
prescription drug cost containment structure. On the other side of the debate, 
Senator Pryor's staff has expressed concern about being able to retain the 
current provisons of the bill, which the Senator generally supports (although 
he wishes that they were stronger on the cost containment front.) The reality 
appears to be, however, that the Committees will need to have some leeway to 
make changes to attract the votes we need to get the Health Security Act out of 
Committee. The key to doing anything will be to make changes that still retain 
the support of the aging advocate organizations (and hopefully not overly 
alienating the pharmacy groups.) 

What Can Be Done to Address the Concerns of the Biotech Industry? 

The short answer to your question is that there are options that are now 
being reviewed by Administration and Congressional representatives that the 
the biotech industry finds quite appealing; in fact, the industry has played a 
significant role in developing them. In brief, these proposals would replace the 
current Medicare cost containment provisions with contracts to private 
(primarily managed care) purchasers who are now administering prescription 
drug benefits for private insurers. (These purchasers control costs primarily 
through the use of drug formularies, prior authorization techniques. and 
generic substitution.) The biotech industry is attracted to these approaches 
because smaller, private sector purchasers are much less intimidating to them 
and their investors than large Government purchasers (e.g .. Medicare). 

These alternative proposals have potential, are worth pursuing, and have 
already found some responsive ears on Capitol Hill. Even staff from Members 
traditionally not sympathetiC to the industry (e.g. Senator Pryor and 
Congressman Wyden) have expressed interest. Having said thiS, there remains 
many unanswered questions, including: 

(1) 	 Since different purchasers would provide different benefits 
(because their formularies would not cover the same medications 
and their copayment structures would likely be different), how 
would Medicare benefiCiaries and (most importantly) their 
advocates react to receiving benefits that could be portrayed as not 
uniform? 
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(2) 	 If we enacted these alternatives, are we prepared to deal with the 
possibility that the pharmaceutical industry will step up their 
attacks on the use of "restrictive" formularies through the media 
and PQt~1;1tially the courts and, in effect, leave both the private and 
public sectors unprotected against increasing pharmaceutical 
costs? 

(3) 	 How would the community pharmacists (so far, our strongest, 
organized provider proponent) react (we suspect negatively) to a 
proposal which, in essence, immediately relies on privately 
administered managed care purchasing techniques as a 
mandatory part of the Medicare program with which they believe 
they are not yet able to compete? Perhaps more importantly, how 
would we asstire that selective contracting With pharmacists 
assured convenient access to pharmacies for elderly populations, 
particularly those living in rural areas? 

(4) 	 How would we assure that the costs of the Medicare program are 
generally consistent with our current cost estimates. which already 
are quite imposing? and 

(5) 	 Since the portrayals by the biotech industry may well overstate the 
negative economic'impact the current legislation may have (or is) 
having on the industry, should we send a signal that we are 
supportive of an alternative before we have had a chance to 
adequately evaluate the economic and political consequences of it? 

SUGGESTED ADMINISTRATION POSITION FOR NOW 

In light of the outstanding questions about the alternatives now being 
developed by the biotech industry and the Congres,s. we would adVise that the 
Administration signal a willingness to be open to options that meet the broad 
goals of assuring a solid drug benefit. restraining excessive cost increases, and 
retaining incentives for investment in R&D. In fact, we would recommend 
specifically acknowledging the option that is being propounded by the biotech 
industry as one that is potentially constructive and worthy of serious 
consideration. 
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Clinton's health-care plan £s cramp£ng thz"s £ndustry's style. 

iBiotech holding back on progress 

By Doa.aa Shaw 

_ INqlllllDSTAnWllrrER 

.. In Maine, tiny ImmuCell Corp. js 
8eLaytq research on a medicine for 
t,ufants who suffer from Ufe-th.reAt· 
tDing dehydration. 
: In North CaroliD.8, Mac:ronex Inc. js 
~uctandywooing Japanese and Eu­
fOPUD. investors so it can continue 
Its work on treatments for asthma 
jnd rheumatoid arthritis. 
:- In California, Cryopharm Corp. has 
IOld itl bJ.ood.ltorage technology to a 
$Wed1sh company and laid off 20 of 
Itl SO employees. 'lb.e -vin8S wtll 
illow Cryopbarm to fund its key re­

search on preventing viral contami­
nation of donated blood. 

Across the country, research scien­
tist3 at the nation's fledgling biotech-. 
nology fIrms complain of spending 
less time In the laboratory and more· 
time raising cash. 

Money, they complain bitterly. 
should be easier to find for one of 
the few remaining bright spots in 
American indUStry, an indUStry the 
Clinton adm.Inist:ration says it whole­
heartedly supports, both for its set· 
enca and itl well-68lar1ed Jobs. 

But now, say the executives, what 
should be the end of one financial 

downt11rJl. the recessioa.· js being 
stalled by yet another force: the Pres· 
ldent's proposed health-care plan. 

"The administration wants to con­
trol what It sees as serious profiteer­
Ing by the ph.armaceuticallndu.stry, 
but this wtll have the most dramatic 
effect on biotechnology." said For· 
rest H. Anthony, chief executive of 
Avid Therapeutics Inc.. a West Phtla· 
delphia company that- speciaUzes in 
anti-vtral drugs for hepatitis B and 
other ailments. . 
., can't imagine a ~iopharmaceuti-

cal company not being negatively 
See 810TECHNOI.OCY on A18 



Biotechfirms grow cautious 

over Clintonplan. • • 
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For The II'IquINr I Scott P""Y 

Mlcbael Brigham., chief financial 
:officer at ImmuCell, of Portland. 
- MalM. fears "that innovation will 
.nofbe paid for." 

BIOTECH"OLKY frOm A 1 
affected by wbat'sgoing on." added 
Stanley Crooke. chief of Isis Pharma­
ceuticals in Carlsbad. Calif. 

Ist.s. wbich Is pioneering technol­
ogy to turn off the cellular reactions 
that cause disease, bas scaled back its 
work on cancer and AIDS. 

."In an industry wbere nncenaiDty 
Is the rUle and we ask investors to 
invest in a dream. any enhanced 
level of nncertainty Is bighly, highly 
detrtmentaJ...·Crooke said. 

In Princeton. Cytogen Corp. re­
cently slasbed 88 of its m jobs. many 
of. them in researcb, and "moth­
balled" buman testing of its diagnos­
tic products for breast and lung can­
cers. It was all to save money by 
narrowing the company's focus. said 
Thomas J. McKearn. Cytogen's presi· 
dent and co-founder. 

How mucb of this is attributed to 
th~ cUnton pian? "Approximately air 
of it." be said. 

"The pubUc in general wtll probably 
never know what the cost of this Is." 
be said. "How do you quantify the 
benefits we would have seen had we 
continued? But new drugs that would 

~~ .. L. _ ••___ "'M\t\t\ .. "' .... 

A major source of the industry's 
ire is tbe ainton plan's provision for 
att advisory committee to examine 
"the reasonableness of launch prices 
of new drugs that represent a break· 
tbrougb or significant advance over 
existing therapies." 

The committee would bave no 
power to set prices, but the mere 
specter of such a panel is scaring oCf 
already jittery investors. say leaders 
of the biotecb industry. That's be­
cause investors view the committee 
as a mechanism to control prices. 

"Wben these sorts of price controls 
are even talked about, we can't ralse 
money.... And the danger ls that 
America may blow Its chance to re­
tain the lead in biotechnOlOgy," said 
Anthony, who co-fonnded Avid in 
1991 with Baruch Blumberg, winner 
of the Nobel Prize for medicine for 
his discovery oC the hepatitis B Virus 
and work on an early vaccine. 

Robert M. Goldberg. a researcb fel­
,low for the nonprofit Gordon Public 
Policy Center at Brandeis Univer­
sity, fears that companies will switcb 
to less innovative projects rather 

. than rtst failure in the costly break­
through arena. 

"Many important researcb projects 
that could save and enrich the lives 
of milllons wtll be delayed. shelved 
or sold overseas," be wrote in the 
center's September Policy Bulletin. 

To be sure. biotechnology. is not. for 
the Caint of beart - and its periOGlC 
setbacks in the Jab, combined' with 
the poor economy, have sent many an 
investor Oeeing for cover. Generally, 
these companies burn enormons 
amounts Of money. - so much that 
they even have dubbed It the "burn 
nite" - Ju:st to stay in operation until 
they have product3 to market. 

So far. only a handful bave re­
ceived U.s. government approval to 
sell any genetically engineered prod­
ucts. The industry - nearly 1.300 
companies employing 97,000 people 
- is bOOons of doUm in tbe red. 

Connter:iq the risks. though. ls 
the tantaJJziDg prospect of curing 
cancer, AIDS. A.l%heimer's disease 
and more., based on disease-figbtlng 
substances found in living cells. 
That potential - Dot to mention p0­
tentially huge profits - still attracts 
the more adventurous investors. 

James McCamant, editor of the 
Medical Technology Stock Letter in 
Berkeley, Calif., believes that, in 
large part, biotech's financial diffi· 
culties stem Crom a selC·CutnlUng 
propbecy. 

"The industry has exaggerated the 
problem ... to make sure notbing is 
in the fmal [health·reforml plan," he 
said, "'and that. In turn. bas hurt 
their stocks." 

McCamant says he sees nothing in 
the ClInton plan that will maim bio­
technology. The breakthrough-drug 
committee "will simply codify what's 
being done anyway," because the 
government already negotiates for 
cbeaper drug prices. he says. 

"We remain convinced that the bio­
technology stocks bave again entered 

. the upside of a major cycle;' be 
writes in the most recent issue of his 
newsletter, Which touts biotecb 
stocks. 

The White House, too, vlgoronsly 
defends the plan, saying there Is 
nothing in it to hnrt biotechnology. 
. Admin1stratlon officials, speaking 
on the condition that they not be 
tdenttned. said the breakthrough­
drug committee, as proposed by Clin· 
ton. would bave the power to write 
reports, but "not one single ounce of 

. authority to bring down prices." 
"I Jnst can't imagine that people 

are relying on this provision to de­
cide whether to invest money," said 
one offlc1aL . 

At the same time. 'the omdal ac­
knOWledged that be'd heard reports 
of biotech Orms being unable to get 
fnnding wbile investors waited to 
-see what hippened to the legislation. 

On Nov. 2, a delegation of biotech 
executives met at the White House 
with Ira Magaztner. a main architect 
of the Clinton health plan, to dl.scuss 

. their concerns. Carl Feldbau.m. presi· 
dent of the Biotechnology Industry 
Organization (BIO), said the 9O-min· 
ute session ended in "a stalemate... 

Magaziner was sympatbetic and In· 
sl.sted that Clinton wisbed to encour­
age innovation. "but that alone... said 
Feldbaum. "will not encourage our 
capital markets." 

In visits to biotecb companies 
across the countrY. Feldbaum said. 
he bas seen a change among cbief 
executives.. . 
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• . Putting expansions and 
breakthroughs on back.burner 

new'(acillties. and, in some rather 
dramatic cases. they are cuning off 
new Unes oC research." he said._'_ 

Among those cutting back are: 

ImmuCeIl Corp. The Ponland. 
Maine. company Is testing a potent 
tially l1re-sav1ng drug that would 
prevent diarrhea in AIDS patients 
and infants - two groups for which 
dehydration can be fatal. But even 
though the government has the drug 
on the regu.t.atory Cast track Cor AIDS 
appUcations. there's simply no 
money right now to proceed With the 
parallel research on babies. 

"U we had the money, we'd be 
pushing at least two other {researchl 
programs." said Michael Brigham. 
lmmuCell's chief 'financial officer. 
"...1thJ.nk that the difference now is 
this pridDg fear, that lDnovation 

. wU1 not be paid for." 

Bfoer,stPliannaceuticals The 
Btrmingham; Ala.. company was on 
the verge of beComfiig • pubUcly 
owned corporation in June. which 
woald have meant a large infiux oC 
cash. but itsfinanclers backed out at 
the eleventh hour. BioCryst is work· 
ing on cancer. psoriasis. multiple 
<Il':lerosts. lup", and diabetes. 

Frederick Dechow. BioCryst's 
chief executive, said the public oCfer· 
ing went sour after the first outline 
of the Clinton plan was made public. 
"Investors didn't know how to re­
act," he said. He feels. though. that 
investors are starting to come back 
to biotech. partly because they are 
bening that the breakthrough~g 
comminee Will be eliminated from 
the final plan. 

Alkermes Inc. The Cambridge, 
Mass., company is holding oCf on 
some renovation and expansion, and 
sending fewer ~le to professional 

conferences, ac::cordlng to spokes­
woman Donna laVoie, "mainly be­
cause of the current enVironment." 

She acknowledges that such cost· 
consciousness has some merit, but 
says it's also making the company 
"very conservative about the pro­
grams we accelerate." AUtermes spe­
ciaJJ%eS in new methods of targeting 
drugs to spedf1c areas of the body, as 
well as neurodegenerative diseases. 

Macrona lac. To continue work on 
asthma and rheumatoid arthritis, 
Dennis Burns. pre:!dent and chief 

executive of the Morrisville, N.C., 
rtrm. said he's been forced to look 
overseas for money. "I judge there is 
interest there," he said. 

Cryophann Corp. The Pasadena. 
. Calif •• company resoned to layoffs 

_ a_n~ the sale of its blood-storage tech· 
nology to a foreign company to con· 
tinue its research on methods of pre­
venting AlI)S.contaminated blood 
from reaching patients. Spokesman 
Roger Hackett ~ the Cllnton plan 
as well-intentioned, but says the ad· 
m1n.istration simply doesn't under­
stand how the private sector works. 

-From I personal perspec:t1ve, the 
, most dam,S'ng thing about the pro­
posalis that there is no hard and ff:St 
proposal." he said ~, .. 

Feldbaum. the BIO president, SaYs 
the industry has essent1ally given up 
on taWng to the White Bouse. He~ 
now switch lobbying efforts to Capi. 
to1 Hill, where the Cllnton plan 
Ukely wtll undergo extel1Sive revi. 
sian before a vote. ' . , 

"We've idenUfled 71 members of 
Congress on key committees." Feid. 
baum said. "We1l meet with every 
one berore Christmas." 



January 1994 Ernst & Young Analysis: 

BIOTECHNOLOGY INVESTMENTS 
($ millions) 

1993 1992 

Initial Public Offerings $475 $830 
Follow-on 920 820 
Venture finqncing 410 365 
Private financing/Debt financing 435 250 
PIPE(l) 355 10 
Other Creative financing 610 375 

Total $3,205 $2,650 

Notwithstanding appearance of "frozen" capital markets, financing 
is up 21%. (l)Private Investment in Public Entity with discount. 

"This year, the industry started to see the positive results 
of increased activity in strategic partnerships and collaborative 
agreements, between many biotech firms with larger drug 
companies, which helped to bolster businesses and streamline 
development efforts," according to G. Steven Burrill, national 
director, Manufacturing/High Technology Services of Ernst & 
Young. 

"The biotech industry is poised for a healthy 1994 in spite 
of the rapidly changing health care and political environment 
worldwide," Burrill added. 

Source: Hea1thWire, Ernst & Young 
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BTG Raises $37.5M 

Via Financing Ann 

9r ~rI A. Thiel 
Spec-illI tAl (lIQWorlci 

Bio-Technology General Corp. (BTG) on Monday all­
nounced the dosing ofa S3 7.5 millIon placement made 
throllyh Riu-Calui" Corp" a new, Indl:~!IIJl!nt company 
that IS essentiallv an off-ba.lance s heel financing vehicle 
for Bre. 

The S37.5 million wa!l ral:>ed through the pfiviltl: 
plan·ment of 375 8TG units priced at S100,000 each. 
The financing was. arranged bv O. Blech & Co. 

uch unit conSisted of fouf !Jhares of "Io-cafdla com­
mon stock and 1 5,000 warrants to purchase BTG common 
litock (NASDAQ:8TGC)at $5.49 per share. The wa.rrarlt~ are 
exernsable for fIVe years. IlTG also plans to register the 
warr~ng with the SecuritIes and Exchange Commission 
within nine months. so they can be publldy traded. 

BIG maintains a fou....vear option to repurchase all 
outsrandlng 5hare~ of Bic-Cardla stock at 125 percent to 

See. BTe, Page. 4 

British Teams 10 New Genes 
(IT M,done! I(c:n_rd 

Special to IUoWorid 
LONDON - The flurry of discoverlar. of new genes 

fUI illl 11::1 ileJ disease continued right up to the end of 
1993. with two announcements concerning research 
sup~oned bv Britain's Medica.l Research Council. In one 
annlll.Jncemem, a consomum of researchers at the MRC 
Mol(lcular Haematologv Unit In Oxford, the Instlrute of 
Medical Generics In Cardiff and two groups In the 
Netherlands. said that It had IdentifIed a gene for the 
inherited disease tuberous sclerosis. 

The second announcement, regarding a famllv of 
genes thouaht to control sperm production In humans 
and ~everal animals. came from the MRC's Human Cenet· 
ICs Unit and the Fertility Problems Clinic of the Depart· 
meOi ofSura erv at Edinburgh University In Scotlami. Both 
discoveries were published In last week's issue of Cell. 

See Brirish, Page 4 

Biotech Financing Boom 

Continued in December 


IPOs 

• Human (';('IIOIIK' ~.{I(!II( e.. Ille. (NA5DAQ:HGSI) of 
Rockville, Mel.. ( nmplf'fl'd it<.lono 'ri\'"t<llted IniTial pub lie: 
offering on Dt' •. I., or""~lIl1l 127 million on rhe sale of 
2.5 millIOn straIt's at'1/. per shdn~. 

• 	Texas. BIOII'( hnoluflV r 'orl>. (A~E:TXE,F.) of Houston 
See Del.embe.r, Pa(J~ 3 

Agouron Gets Rights To 
Protease InhIbitors from Lilly 
By Hrend.. Sandhuru 
New:» £dilur 

Aoouroll Ph;lImaceuu(ab Inc. has acquired fronl Ell 
lIl1v and CO. t'X( Imlvc worldwide fights to two c1as~e~ 
ofnon-pepudl( II IV pror(l.l"E' Inhlbllun dlat the I..UIIlIJd' 

nle~ h<lvP nf'f'n (o·nC'v(1lorun!J IInd(~ .. a 19RP. aorepmpnf. 
In return, A!1I'IJI'on (NA.SO"-Q:AGPU) Will prOVide lilly 

wlIh proprietary d(~ta(ls of Ih~ {hr('c'dlmen:>lOna.1 atoll 111. 

structure of all em:yme that Agouron ~ald "plays an 
e!o5entlal role III III~ IIle (yde of an undisclosed. but 
clinically impoll;lIIl. l;uIHly of palhoaenlC viruses unre' 
lated to HIV." r"elther the cn;cvrrr~ nor rhe viruses it 
targe(~ were dl\clcl!>t!c1. 

IInnPf if'; '1I1'Jill<J1 ri(J (1'<'1 [1<'1'11 wllh lilly. Agouron han 
the right [0 riflle'!;1 Two dl{'111 royalry on lilly safes of the 

See Aoouron. Page /I 

For UloWGrld CUstomer Servfce, 0l1l1·8OQ..879-87YO; OUt'>ldr Ih.· l'-'-. 1,,11 4tC;..fi~~'S5. 

elOWQrld Todav011 publlshod Qlfery builflti' dey by 10 PublI'hlna Inc. EdltorlJI ana bu~InE!" "It....... :17 $",lIh n $(r""(' San r-t!tc,o CA 94401 


TQI"!lhGnQ (415) fi9li-6SSS: F~lI (4IS) 696-6.~qo. EUoWorid ~nd RloW(lrid Tod<IV :;m> Ir~rlorn;.uh ", I .. 1',u.I""'''(1 It •. l "l'Y"!lhl (;l I':!'H 10 I'I,hll\;I1Ul(1 IN 

All Rlgh[!: Ro~QIVOd. NO PART OF THIS PUBLICATION MAY BE I:EPRODLJCED Wln,. u., IHf- WP',llfN CON~.fNl Of 0 


To su~crfbQ or tQ obt.lfn phot()(opying right.::. "klaso c~1I SUb5crip" .. ,,~ .' (1(1(1 f17~ 3790 


http:Ir~rlorn;.uh


TUfBOAY, JAH. 4. 1004 BIOWORlD TODAY 

Mucin-based Cancer Vaccine 
Enters Clinical Trials 
Oy Knrt A. Thld 
Sped.1 to BloWorld 

R,,~earchl!rs at the Pittsburgh Cancer Institule (PCI) 
announced last week. that they are beginning clinical 
trials ofa novel synthetic pept Ide cancer vaccine follow­
ing fDA approval of their invutlgatlonal new drug 
application on Dec. 13. 

A<..LUrtJiU\:l to Olivera Finn, dlrettorofPCI's Immunol­
ogy program. the vaccine differs from previous ilg(!nts 
In that u dlrectlv provokes the response of killer T cells 
r::nht'r than nlmulating anUbodv production, Illll> ,:~II­
mediated immunity. Finn said, Is much more effective 
against cancer than the rrore common antibody-based 
therapeutics. In additiOn, she liald the Immune re­
SPOrt!lC! uea(ed by the vaccine Is "more specific than 
we've previously seen wIth other cancer vaccines:' 

TIle ag<wt,s.davelopedfroman abnormal formofmucln 
found on the surface ofbreast. colon and pancreatiC cancer 
CI~lk Mllcln Isa complexofproteinsand sugars found on the 
surface at both healthy and cancerous cells. In the case of 
cancl~r cells. however, the mucln~ sugar molecules are 
il1l:ompretely formed. revealing a 11mb of an inner protein 
that i.. nOIII.a11v hidden. TI1ese abnonTlai muclns can them­
selves evoke the resoonse of killer T cells. but according to 
the PCI rese.art:hers. their effect I!; highly Inefficient. 

Mu(..in PapUdas and an Adjuvant 
The vaccine consists of concentrated mucin pep­

tides and an acijuvam to attract Immune cells. The 
antigen-presenting cells that are the basi!> of most 
vctC(.lIles relv on a maJor histocompatibilitY complex 
(MHO not unIversal toall patients. so such therapeutics 
are onlv effective on patients with the right MHC. 

finn told Bl()Wnrld, howpvpr, that thl' wnthC!tlc P'!P' 
tide vaccine prec;ems a repeated chain of antigens that 
do not depend on a particular MHC; Instea.d, they bind 
with T cells at several !;Ites, creating greater I".tabllltV. 
Theoretlcally.there.fore. all patients exposed to the 
vac( ine should develop a kllle .. T cell re~ponse. Accord­
ing TO Finn. the aaent oreatlv Increases both the odds 
that the right Immune cells will encounter the mucin 
protein and the effICiency of the whole process, 

The PI.! researchers. will be evaluating the effect of the 
agent in 30 patients with wide!ipread, incurable brea~)(. 
<0/011 or pancreatic cancer. The vaccination Will be gIVen 
in .:t ~erles of three. dos~s, each three weeks. apart_ After 
nine week~, X-rays and phys.lcal examlnatiof15 will be 
used to assess shrlnkaae of tumors. Blood tests and 
biop~I<:!:i will be: u:.cd throughout the t:our:;.c of the: :.wdy 
(0 evaluate antl'mucln Immune respOnse at the vacclna­

lion site. Th(~ v.ICC Ifle can be given on an outpatient 
basis, andac(ol,hnu to Midldl!l Lutze. co-di rector ofPC/'!; 
BIological Thel",p\!UllL~. Pruynul', j" les.s. d4l.nyelou~ th ..n 
surgery and les~ to)(ic than chemotherapy or radiation 
therapy. ClinlCah, began Occ. 22 .• 

NCI To License Plant-Derived 
Compounds for Treating HIV 
BV Hrenda Sl.ndln.lrg 
New:. Editur 

Th~ Natlon;.!1 CU1Ct'I In~.IIHJTL' (NCI) will be ~eeking 
Ilcemee!> for ftw'e planc-dprlved compoulld ... that h<1vl! 
"""P(I~J HIV 1t·..11I il['(ln in v;rrn Thl" compol/n!'!.. in­

clude michelll1rllln~ Il, calallolid~ A and praUratin, 
Thev nre 3"UII{) foUl «)fN)()unds discovered through 

NCls natural ploliU(.l· !>ue<!lllllg plO<.lIanllhal Ltl" in~tilllle\ 
Dlvh.ion of U111' "I 11l.!dllllC~lIt Ila~ a~Droved for preclinical 
development OVN 1he na~1 few years. A fourth com­
pound, conO(lUVOfW. (1(~nv"d from Conospermum (;] 

f10werlrm shrub In Auscr;·lha). was recentlv licensed co 
AMRA!) Corp. I III . ;, nm,onilllil of four ninmroi('(ll 
researchorgsnI ..... rion-; In Vinnria. Auslralia(see BIoWor/d, 
Dec. 20)_ NIH hilS Ilot yel published a Federal ReglsTt~r 
nOtice seeldnlJ .1 hCer I!.(!<.! fUI rhe Dlher three compounds. 

Found Only in C;.um:rcKm 

Mlchclbflllill' H, tl!'l'lvcd from Ancisr,.oclatius 
korupensls, a vine (hal has been foundonlv In Cameroon, 
15 toP. fUrThes.T .1 Inn!) in d(~vt·lopmp.nT _IT pOTe.reci toxlcltv 
testing in rodenl~ and dog,; late las[ year. The vine was 
first collected 1111981 by Dunc;m Thornas. who was 
then a botanbl wilh the Mis~oUli Botanical GoJrden. 

Gordon (llill.l. (lrlt~r or Nrr:-, Ndlural Pruducts Brandl. 
said [his is ii IIf~W Srle( ie'" of plant that is not very 
abundant. I-Ie {H Ilcd dial f\lU h';l!. bean working with oJ 
amlin at Pllrdlll' Iltllvl· ....hy. the Missouri BOtanical Gar­
den, ann SCif'l'llI!lT" ill rhi' Ilnivpr<;lTv nf YanUMI' In 
Cameroontodt:'vek'pcuhivlltionol the plant in Cameroon. 

Ofthe oth{'1 Iwn pl;t/lr.., (':Ibnohde A II". denved frotn the 
Malavsian plarn rfl/ol'hv/ILim laniguum and pmstratin 
comesfrornth\' V\W\\ltlII Sal n. "In pial It !-1umulunfllu3 f/ufclriJ". 
(ragg said the I:.ner was. collected hom traditional healers; 
In Samoa, whu .I-,t! It ILl( (he IIcatnlent of vellow fever. 

Cragg told IU"World (hac NO's Inilial natural prod­
uct!. collecflnlt r,'n~ ran"!. C·'lfl<fll("l.,rl from 1r)(-;O lhro'ioh 
the early 1980\. gilthered malenal primarilv from tern 
perat~ reglon~ of the wulld [he U.S.• Canada and 
Europe_ In til" 19130'0. Nel Leg,lf) collcctina rn:lIcri;t1 
hUIII Ilu~jLi:11 d'l!d~•. ( ••"1Y\:I :,>aiJ Lltal UlIJef the lIew 
procram the 1I1·.IiIl!!!' h,t'" '.f rel!lted more (han 40,000 
plant cXU·i:\ct:.., 12.000 11,000 n.arinc.: ury'-lIliStT\S and 
1S.OOO-20,OO(lr!'lICltHII!,l<lIlI'.m'.> for AIDS and canC(lr.. 
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December 
Continued from Pagt: 1 
raised $24 million (3.55 millIOn units at S6.7Seach) on 
Dec. 16; 

• Viagene Inc. (NI\SDAQ:VIGN) of San Diego gar­
nered $1 8 million (2 million shares at S9 per snare) on 
Dec, 16: and 

• SangStat Medical Corp. (NASDAQ:SANG) of Menlo 
Park. (allf., gros.~~d S11 million (1.S 7 million "hare'!. at 
S7 f'lpr ",hare) on Dec. 14. 

Follow-ons a.nd other Public Offllirlngs 

• P'!.r$eptlve BloSv§tems Inc. (NASDAQ' PRlO) ofCam­
bridge. Mass.• raised S50.6 million In a special purpose 
offering to fund its new R&D spinoff. PerSeptive Tech­
nologies " Corp_. on [)Qc. 21; 

• Calgene Inc. (NASDAQ:CGNE) of Davis, Calif.• 
gainl!d $9.2 million In a shelf offerIng (750,000 §haru 
Ott $\2.30 per share) on Dec. 17; . 

• NeoRx Corp. (NASOAQ:NERX) of Seattle raised S16 
million ina follow-onofferlng (2 mIllion sha.res at S8 per 
share) on Dec. 14; 

• Shaman Pharrnactutlcals Inc. (NASDAQ:SHMN) of 
South San Francisco, Calif., garnered S 19.55 million In 
a follow-on Orr~(iflO (2.3 million shares. at 58,50 per 
share) on Dec. 3; and 

• Biomi ra Inc. (NI\SDAQ:BIOMF) of Edmonton, Alberta. 
raised J14.2 million (u.s_) In a follow-onofferiu!.l (2 
million shares at $7.S pu share) on Dec. 2. 

Prlv:;a,t4ll FlftGftclnss 

• Insmed Pharmaceuticals Inc. of CharlotteSVille, 
Va .. frii"p.d S1 million on Dec. 22 from rhe sale ofse(I"~ 
A preferred stock; 

• Cell TherapeutiCs Inc. of Seattle raised S13.9 
million on Dec. 22; 

• Blostar Inc. of Saskatoon, Saskatchewan, brought 
in sru millIon (U.S.)!n its first round ofeQultv flnanclno 
on Dec. 17 (5.4S million sharu at S 1.50 each); 

• Alexlon PharmaceutIcals. Inc. of Nl!w Haven. Conn., 
garnered S S million on Dec. 16; 

• Alliance Pharmaceutical Corp. (NASDAQ:AllP) of 
San Diego grossed S16,4 million through the private· 
plac(!mentofapproxlmatelv 2.2 million shares at S7 .50 
each on Dec. 14: 

• Receptaaen ltd. of Vancouver, British Columbia. 
completed a private pla.cement of S 7.5 million (U.S.) In 
soecla.1 warrants on Dec. 14: 

• Dlatech Inc. of Londonderry, N.H., aarnered S 11.5 
million In prIvate financing on Dec. 3; 

• XvtronVl( Inc_ (ASE:)(YX) of ~an Diego aroued 
S1.28 million in a private placement of units on Dec. 3 

and an addmonCiI 1 1./.3 million In a separate private 
place~nt on npc, )Q: <lnn 

• Somatlx The!aw Corp. (NASDAQ:SOMA) ofAlameda, 
Calif.• raised SJ 1.7 rnilliorl tnrouah the private place­
ment of 2 mllluJII ~hares. at '5.85 each an Dec_ 2_ • 

Life Technologies Licenses peR 
Ufe Technolnyiel'.lnc. Clnnounc.ed Monday thaUt has 

beengramed a hreme by Roche Molecular Systems Inc. 
(RMS) and Thp P('rkin-flm(>r l.nrp 10 manuf<lcture Rnd 
sell RMS's therrnusrable enLvmes and products, Includ· 
ing the TaQ DNA plllyml'r;Ise enzyme, for use in the 
polymera!>(! c.kull r'ean;nn (peR) praceS!>. 

Thl! licl!nsinu dl./reernent is a non-exclusive contrac.:t 
valid for The IIII' lit Hottman La Roche's PeR patents. PCR. 
a nudeic ac.id .JIIIIJIzIICiHIUfI proces... is a widelv us~d 
re!>earm 1001 d I,." I'n-.hl"'l- rpc;p.;urhpr .. to oenerate a vast 
numbNofcoplf".nf c;pprir.cDNA SI'QlIencp<:. within ~ ..hnrt 
lime. Both RM<; Hnd Perkin Elmer, the !!xduslve distrlburor 
ofRoche', PCR p'lIduct~ tor ...ppIiGl.llOn~ otherrmn in viTm 
diagno~tic::s. will fQceiv(! unspecified royalties from life 
Technologies' (NASOAOlHK) sal~ of PCR products. 

UteTechnolo'II~~ ;;"ud Ihe licc:n~ing <lqreemem will 
allow it to offer ".,n int(>gratp.d and c:ross-qualifiedllne of 
PCR appilcatlllll products." Prevlol/slV the company was 
~hlE" 10 "0<,,11 prndll(1'. lor " .... only hpfnrp or ",fter the VCR 
process, and c:c,uld only market the Taq DNA polvmerase 
enzyme for apphciinons other than PeR (lauch as DNA 
:'~I.IU""Li Ity ell I d l.ihd" II) Ihe C:OInpany had been mar· 

keting the cn1'v,n!! prior 10 Ct!tu~ Corp.'s PCR patent in 
1989; the Taq efllVlni> Wl:l~ hrSl derived in 1966.• 

HemaCare Filo& Pho&e IIIIND for Immupath 
Hpm<lra f(> C nrp. ArUI()'IlI( PO Mond'lV thaT II has fil~d 

an Investigational new drug application with FDA to 

begin Phase III rilnlcallrlah of it.s (las slve hyperimmune 
the rapeut ic Imr lIupdth. 

According II, th~ (omr:\ilny, the proposed study 
wOllld examin .... rhe etticacv of Irmnuparh ~to prolonq 
survival and It- IffCjJrClvc li"nlUune compeTency· in AIDS 
patients with Cf)4 (ell COllntS ot between 50 and 400 
cells/cubic mdlim(>t(>r. l-l~maCarp. (NASDAQ:Hf.MA) 
Stressed (hal humuPilTh. derived froOl the plasma of 
asymptomatIC H1V-(1C1SlllvP indiViduals, IS Inherently 
non-toxic .and I, .nl~in<, d wirle. V;l.riety of antl-I-lIV ami· 
bodies that could overcome the difficulty of viral muta· 
tion encounten~ct hy orh('1 allenls_ 

la~[ Septt'rllilel Ih~ 1.()~ Ang(!le~ company received 
COnditional aplJfQval from the California Depanment of 
HealTh Servlcp .... r-noo ~nrl OnlQ Rriinch. to bealn Phase 
III testing of Ir,llllupalh Ifl <:tpproxlmately GOO patients 
(see RioWorld. ';C'OL I (»). The comoallv has been tesuno 
Immupath slw ... 14(Hl 
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Agouron 
Conrinued (roW! PQ/Je 1 
protease tnhlbltor~ or up to SO pelU!nt of lilly pre·tax 
proflt~ If Agouron co-developed the compounds. The 
exchange of technologYI announced last week, Involves 
no payment of royalties or other continuing financial 
obligations between the two companies, 

Agouron of La Jolla. Calif., said It will present 
prec:!jnlcal data on Th~ orallv active HIV protease Inhibi­
tors on Jan. 12 at the Hambrecht & Quist conference tn 
San rranCisco. Agouron's director of corporate commu' 
nicatlOns, Donna Nichols. s;ald the company hopes to 
have one or two compounds tn clinical trials tn the 
se cond hal f of 1994. 

Peter Johnson, Agouron's president and chiefeKecu­
tlve offl("M, "alo Thp. prO{Q3S/O! InhibitOrs In the companv's 
portfolio include compounds "that dls.plav desirable 
pharmacological properties In vivoand anti-H!V activity 
In vitro which is ~qual to or gr~ater than Th:'It nf any 
other I1IV protease InhibitOr vet reported.~ 

According to Agouron. about 10 companies have 
reported on approximately 10 to 20 compounds. 
Hoffmann-La Roche Inc., Merck & Co. Inc. and Abbott 
laboratories are among the companies developing 
prall''''''' inhibitors.. VC!rtc)( Pharrnoccutic::ll~ Inc. and 
Welkome pic also are collaborating on the development 
of orallv active protease mhlbltors. _ 

British 
Cont/flLled from Pa/le 1 

Tuberous sclerosis affeas about 10.000 people in 
Britain. M.lOV cases are due to new g~nl2tlc mutations. 
bItT in families with one affected parent. children have 
a So percent chance of Inheriting the disease. Its 
symptoms include learning difficulties, epilepsy and a 
range of other medical problems. Inrillc1lno tumors 
(usu .. llv non-malignant) in various organs. 

Working with families with a history of tuberous 
sclcro:-.is. the researchers. used positional cloning to 
Isolate the gene ofchromosome 16. Peter Harris.lcClder 
of the MRC\ team, said that In the short term, (he goal 
Is to develop a TC!at for 111hMOUS u:lerosls. Mlo the lono 
term, It will lead to a better understanding of this 
disorder, which may re~ult In the development of treat­
menu for thi' dis tresslng condition," h~ said. 

The researchers also bt!lleve (he gene may be In­
volved In reaulatlon cell growth and may olay a more 
g~neral role in the development of tumo!":;. 

The second announcement concerned work on men 
with severe sperm-production problem!'.. Screening in 
the FeUilitv PluUlefrl:> Clinic ilt the W'!::.{c::....l Cenera.1 
Hospital showed that 1 S percent of the!>!! men carried 
a mutation or deletion In the V chromosome known as 
tlte uzoospel·mla. factor (AZF). Ma I(un, a student in the 

MRC's Human Genetics Unit, Identified the gene famllv 

most IIkelv [0 he AlE The ream, led bv Anne Chandley 
and Howard rook!!, alr.Q esrabli ... hed the genetic se­
quence of som<: members of the family. 

It turns OUi ThaT (h(~ gene In question IS involve.d In 
the produ([ion of 'information' protein In the cell. 
Mutations in ,I'll'; gt::!ne may cause a loss of information 
that, In turn. ((mid reduc(> c;perm tormation in a sianifi­
cant numb(!! 01 fnl!rt with no other apparent c.aUlte. of 
I nfe rtility. 

Mp.mher... 01 I hI' .. ;1/ rlf' t!<.(]p' familv ~IGO pxi!'.T In othl"r 
:r.pecles. Including mice, gorillas, sheep and bulls. 

Chandley said rht>. 01 o;n:w I! (y of the gem~ could be the 
flrs( step tow;'t(.i oiagno!>lI1g mal" infenility through 
DNA analysis. 'We hope that In the long term, under­
~tandlnQ the qene lunction wIll help us to devise novel 
methods. of mGtIf' cnntrric~lltion a.. well as finding way~ 
to treat male Intenllltv.~ !>he sald.­

BTG 
COrHiflued (((){II PUfJe I 
200 percent 01 the Inveswd amount. determined by the 
length of time the ~har(! .. have b~n outstanding. Prior to 
any repurch<.be ot Blc-Cardla stock, IS I (.; keeps (he exclu' 
sive right to commpf( lall ", any of Thl" prmlJas, devel­
oped under tltt- aoreernenl. 

leah Berkovits. HI {/s managel at administration, 
explained thal the ('1t:dtlOlI of Sio-Cardia .. lIows BTC (0 

fund pwduu. Jt!lfl!luJ.lIfI~II[ withoul dUcttlng (h~ 
companv's casrl reserve~. 

Rio-Cardia waf. formed in AIJril 1993 when BTC's. 
orlalnal offering memorandum was Circulated. The 
finanrino c!n..c·d flf'(. -i I . 

Blo·Cardia Jld~ Ilcell5ed sellen early !>tage BTC prod· 
ucts and will [!'pay l\l C ~ {/ million over tht'; nell(t four 
years in rcturn lor BTC\ re~cdrch. development. 
predinl<.al dill I (Iilli( .11 ,h-ve iupl/WrIt uf Ihl! Ilcen::.eJ 
cardiOV<lSCIII;II. nf'on..tTp nllimonarv and oohthalmic 
products.. 

Berkovlts Ie lid RJoWorid that rhe company expeas 
pavmenrc of ~ r (\ fn-.n. RIn r:~roi~ millinn .-IlIrlno 1()Q4. 

U"der the> r.(.,~('m(mt. KTG of Iselin. N.J., maintains 
exclusive righl\ to thE' proollns. I he agreement CQvan. 
Im;!pc",. it!; pluduL{ for hl()od dot detection. which ic;. 

currel1tly III rlt.i'>t: , Illdl;. Oxsodrul BPD, d ~.1I0dUCl fOI 

the inhibition e Ir prl'VNlIum ot broncho·pulmonary 
dy!.plu.sla. th;ll I cc<.:ntl" complclc:J phase I clinical!:.; and 
Blolon, a viscoelastic prodUCT approved In Canada and 
lOevpr<t1 FlJroPI';HI (-OllrrHlf"; Thill is used ;IS a lubri(<tnt 
durino orhthlllmi( O>!.J(gc-,y. 

The agnl(·Illp.1I1 ,.I~(J covers four products in 
preclinical§.: 0111 now. fOI prevention of re·'occ!usion! 
le)lellu~h. h" IU'CA.. a'i ." .. lj·n ....lIul,lI'l. Bio la5e. an 
aCUte r~-occlll"o(t Inhibitor: and Oxsodrol (yO, <l re' 
occlusion! re ·.I'·lIn·d~ mh 1l'llor. 

BTC's SIork dn~ ed lIodl<tnged on Mond.:ly at SC;.:;> S 
per sharE'._ 
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PAce t 01' 7FINANCIAL WATCH
Dft:. I as 1993 

In addillon. [It.. ("Or'lIpOSHion of investment in bio· 
technology changt!lJ markedlY from '1992 to 1993 ­
now. mow of thl.'! m(.fl(~y rLlbed for publt( (.umpanl(>s IS 
being rai~l·d at a dh(.)lmt III market prices. 

1993 Tops 1992 for 
Biotech Invesbnents 

In 1992. Inllial publicoffering!a and follow-on offerings 
ar Lisa Piercey rake.d in aprJroxifTI&tclv S 1.85 billIon (66 percent ot the 
BU$I"ess Editor '2.8 billioll rota/). According to Recombinant Capital. a 

·r,ne;..total,amoun~.:pf;moneY'lnve$te-d~ln pucllc-:an -;;;'1 flnancjal cUll',ullinu filTn In Sail hancbco. the reSl of 1992 
P9~at~?'~!L - 'er~C"':"4;" '7"'-':""'!"~'~:~::",,<,"-'t broke Out.I'. follows frnandllll at private companies by 
clir:ubea(to<rop,Qn. ,.... : _-,.Q";: . _.___J,t.!=!. 992 
tOtalorrougl1lV~S2;8'l5ll1lon anct'the year alri'f<over vet. 
'-lnfg'93-==-avparthatsaw stoc:k!io hltliY-hi-gl;:prufilir 

product and earnings disappointments and uncertainty 
about health-care reform. a year In which companies 
WIH<~ forced to raise money III a buyers' market and 
watch their market capitaliZations drop to all·tlme 
low~. and a year in which the already competitive 
playing field WCl:; crowded with a record number of new 
stan-ups - the blotechnologv industry managed to 
pull a rabbit o,u_u~ttbe hat once again. 

"'~f:itn::VoU-addclt)al.. I~.'mer:wit~I;n~y.k'ta.:;.!tji)~:r,-
/'Ier ea ~~'r9:93:than·'tm:fr '''C~~J''·, 'f;"'lilll
!If. ""'"...>"~~~ ' ....... - ._~," I 


. .~",'" ng.;"af~AIOx. 
" .\crf;,th~;~ar1it~l) 

I5PI~ii1 ~vlO1~;iifdustrv'a:fe~
d .". -~J. ,rJ,,-''-'--''_.' 
'-AIthough-th-e-n umbers are Impressive, post-offering 

market capitalizations for companies completing pub­
lic 6ffPring!'. In 1993 arc the lowest In three years. The 
average post-money valuation for a company complet­
ing a11 initial public offering (IPO) in 1991 was S 1 06 
million. in 1992 it was $87 million and In 1993 It 
dropped to $72 million. 

Average post-money valuations for companies com­
pl~lillg follow-on offerings also decreased: from $2 n 
million In 1991 to S 174 million in 1992 to S 149 million 
In 1993. (See the December 61sSUQ of RJoWorlJ 1=11'10,.,­
cloJ Warch. pages 5-6, for data.) 

10 DIGGEST GAINERS FOR THE WEEI\' 

(By I'ercent) ~By Dollars) 

MUlitech +35 C"IfPro +;»,50 

Coli Res +24 G"natlcs Inst +2.25 
Chantal +20 Affvmax +1.75 
rSI Corp +19 !dux Labs +1:74 
-'trb la.bs +15 Llfecell +1.25 
Genzvma Tr +15 Target Ther +1.25 
Llfecell +15 Matr1tech +1.00 
Futl.llo Mod ,.12 CiQnzyme Tr +1.00 ' 
Bloclrcuits +l2 Caphalon +1.00 
AffvnIII l( +12 Atrlx Labs +0.88 

ventuH! capil alisr:. and wrpol aUons totaled S 5 30 million 
(19 pelC'elll), offerHlIJs uf debt totaled SSO million (2 
percent). I{ilk!) pannl-'Istllp!> totalt!u $1.,8 million (5 pel' 
cent) and 'tlfpora[C Illves tments in both prlva[e and 
public: COfHIlr,lnlt~·. IOl.,I<!d $) 10 million (j) percent), 

1993's Yt'ar-to-date lmal 01 $3 billion in inve~tments 
brei.ks. dowil in tllI~ followiliU manner: $1 A million 
came from Pllhlic o1f~rmgs (4(, perct:!nr). '604 million 
(lO percelH) 1r(J1Il1/~111 tJre capitalls.ts' and others' invest­
ment!> in PflV41~ <:orl1pal1l~s.. $4132 million (16 percem) 
from private Iln;IIl(I/IUS .::If Dubhe companies and l201 
million (7 pel( (!nr) Irom offerinus of debt. According to 
Recombinant Capilal\ ft:!cords. another '335 million 
(11 rlf~rcel'lr) ,:.tIlW frurn f:lJrpofiltl: illlll~s.TmentS In both 
public and pllvaw (Olllpanll'S. 

The mOS1 drarrlaU( diffeu!nce between 1992 and 
1!)~n W4:' tilt" IIIt.fea'\~ III pnll.!le deals. done bv public 

Sec 1993 Tops 1992, Poge 2 

10 BIGGEST LOSERS FOR THE WEEIC 
COy PerCenl} 
En;;;YI1lCltic:. "10 

Alpha I Rio , .. ~ 
Immunex ·/0 
ColIl.llar Prtll 1 -70 
Argus Pha.fII 19 
liposome 1 Li\ It I'-J 
Cantah I~ 

SomanQtk~ IH 
Appllm SCI IH 
Svntfo IH'--_. --'- . _.- ,. 

(By Dollars) 

Chiroo -5.15 

Alpha' Bio ·4.3& 
Immune:.: '4,25 
Amgon ·3.25 
Human GlloOmQ -2.75 
LipoSome T~ch ·2,J8 
Aplll I", SCI ·t.1 j 
Aphton -l.OO 
Mel Pharma -1.75 
Gonotlc TIII.r -I .03 

-"­

http:capitalls.ts


MONDAY. DeaMHA 1a. 1993 

InvestlllS and analvsts may have become mnr~ real­1993 Tops 1992 istic abou r 'he rish and long time frames involved In 
CDntlnued from·PDse 1 
companies (both through the sale of restricted stock 
and through sO-tailed "PIPE" - Private Investment In 
Public Entity - deals in\lolvlng the sale of discounted 
stock that Is freelv tradable upon delivery). The chanae 
Is a reflection of the highlv competitive environment In 
the public equity markets and the tenacity of cash· 
starved biotech companies. 

'What this year demonstrates Is that when times are 
tough you have to be creative," said Petar Drak., 
dlr,~ctor of eQultv re<;earch at V.do, Sec:urltle,; Inter· 
nationalln Deerfield, III. 

Pe,., Drake 

Olrllcto, of Equlry Research, VICtor Securities fllternaUonal 


Despite the recent increase In publiC offerings U199 
million In October and $260 million In November), 
1993 was a year bereft of a true "financing window," 
according to Drak.e. "A window Isa sellers' market, This 
is still a buyers' market," he said. In faCT, Drake said the 
last lime biotech companies enjoyed a sellers' market 
was m early 1992. He calls heavy months like Januarv 
1993 (S452 million In public offerings.) financing "op­
portunlties," not finanCing ~wlndows." 

Sustalnabl. Rat. of Financing 

drug developmem. 
"I thinl, $ 1-2 bill ,nil a Vl:'!ar is about what 15 rcasonablt: 

to expeCl 110m Ilw (apltal markets fer the biotech 
industrv." · ..lId 0, ;11\t~. 

Fred rr;.ank. ',c,-,i,}I rnartaglOg dhl>!l..lUI of Invest· 
ment ballI-illY al Luhman 6rother!i in New York, 
agreed, ch.IJ<!ctel'l:tifig '1993 as a "satisfactorv vear." He 
added thai while Ihf' overall stock market Is hilling all· 
time high·., biotech !t.tocks are stili down (on a nOll' 

we.ightl.!d l!Cisl,.,) abuut 1 S pp.rcenl for the first 11 
munths 01 ",ILL 

At the Sdme lime, ha.nk noted that money is flowing 
Into mutllal fund!, aT a rate of $8-9 hillion ppr month; 
this is f'l'1I.lIlev th;lt fund managers will need to put 
somewheH" In rh;.rt environment, the s.till-undervalued 
biotech stcH k·, may l<"Iok aCTr;·lrTivc~. Mutual fund invest 
mem <.:ould nmTinU(' (0 hH'1 publiC' equity offeringl. 
through IIw tir~' quaner of 1994. 

AlpJC.lirowns. Cahill lO.:lid 
"I~~~t~~~~~~~~ 

CORRECTIONS; 

Th(! De. embel It I~.~ue of IJioWorld Financial Watch 
(ontaillPd -.I·ver...1 .~"'OJ!>. r-,r~(, the chiHt depil..ling 
money ral"d by bllllech as of Nov. 30, 1993, ~hould 
haveshownThe tOl;JI for "PIPE Deals" as $469 million, 
not $483 1(lIlIlon. 

Alsu, due to OUI misappr(~hension of the strict 
definition III a "PIPE" deal, the label for that categorv 
III l/at! !Ianit' (han wuuld mOlt' accurately be termed 
Private fill.tIlCInY·, of Public COmpaftleS (Since all of 
the deals I,tllrcd did IIO! IIwol,,!' freelv tradablp <;Tnck. 
the prim,lIy lealtlte 01 Q PIPE:: deal). 

Second, ·.ltar~!> UtJt!>(anding IfimmunoGen Inet's 
currrentiv pt'ndinu fnllnw-on offering is completC!d 
wCluld b(~ I t mi1I1t.1I1 (14.7 f01llion fully diluted), 
Finally, MccJlmmun(;: Ine.'s ~tock dropped $11.25 
Irnmedi;ul'Iv aftN tho I [)A ml:eting referenc..t:u in the 
front pagt.· .If tid,·. nil' $15.15 drop cited was the 
stock's drop lor lhe I!fIlire wl!ek. 
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PRIVILEGED AND OONFIDENTIAIt MEMORANDUM 

TO: Hillary Rodham Clinton January 6, 1994 
FR: Chris Jennings 
RE: Biotech Industry and the Health Security Act 
cc: Melanne 

Prior to the hoUday break, the President read an article in the 
Philadelphia Inquirer about the biotechnology industry and its concerns about 
the Health Security Act. He asked, "Isn't there something we can do about 
this?" 

Ira asked me to prepare some information for him to respond the the 
concerns raised by the President. The following is, in essence, that memo. 

The short answer to the President's question is yes. The more detailed 
response can be found starting on page 4 of this memo. Preceeding this 
section is some background information on the biotech industry and on the 
relevant (and rationale behind) the provisions of the Health Security Act. 

BIOTECH BACKGROUND 

Biotechnology pharmaceutical products have great potential to develop 
cost-effective "breakthrough" drug treatments and cures for diseases afflicting 
millions of Alnericans that are costing billions of dollars. Because the biotech 
industry is the most heavily R&D investment-oriented of all drug 
manufacturers and because it allocates much less of its dollars on marketing. 
it is frequently (and understandably) cited as the shining star of the 
pharmaceutical industry. 

Contributing to the industry's positive perception is the fact that the 
biotech industry has a relatively soUd track record of not increasing prices 
significantly above inflation, is pricing its products at levels that largely mirror 
the prices that other Western countries pay, and Is one of the most 
internationally competitive industries in the U.S. As a result, there is no 
question that we should avoid unfairly burdening a R&D-lntensttve industry 
that may well produce great economic and health care dividends. 



· . 

While the biotech industry has great potential, it is important to note 
that there are also significant fears that the manufacturers of tl:tese products 
will "launch" their products at prices that will threaten the solvency of private 
and public insurance plans. A number of examples have been cited in recent 
years that illustrate pricing behaviors that support these fears. 

Moreover, since many health care experts believe that pharmacological 
interventions will represent a larger and larger slice of the medical u tiUzation 
pie in the years to come, there is concern that prescription drug costs will be 
excessively burdensome on the purchasers of health care. The primary concern 
is that "breakthrough" drug products, l.e. those that have no significant 
therapeutic alternatives, will have little or no competition in the private or 
public sectors to pressure companies to be price sensitive. 

The Clinton Health Security Prescription Drug Proposal 

The challenge of health reform as it relates to prescription drugs has 
always been to achieve the balance of providing prescription drug coverage for 
all Americans at an "affordablell price, while retaining adequate incentives for 
R&D investment for the industry. 

The Health Security Act has attempted to achieve the appropriate 
balance by providing for a significant drug benefit for every American ($250 
deductible and 80 percent coverage). To address the prescription drug cost 
issue the legislation (1) specifically rejected price regulation of drug products 
and relies on market purchasing techniques for the under-65 population, 
(2) provides for a breakthrough drug review board that will evaluate and 
publish (but not regulate) new drug prices that it concludes are excessive, and 
(3) holds down Medicare costs by providing for a Medicare rebate for the drugs 
it purchases (much like the current Medicaid drug rebate program) and 
provides authority for the Secretary to negotiate new drug prices (just as she 
has the authority now for drugs covered under the drug immunization bill.) It 
is important to note that, even with these provisions, our current 
estimates project that the industry will benefit from the new prescription 
drug coverage provisions to the tune of increased expenditures over 
baseline of between $5 and 10 BILLION A YEAR. 

Industry, Consumer, and Congressional Response to Proposal 

Pharmaceutical Industry Response 

The pharmaceutical industry has raised serious concerns about the 
Medicare rebate, the breakthrough drug advisory board, and the provision that 
provides the authority for the HHS Secretary the ability to negotiate over the 
price of new products. The industry argues that the bill's provisions create an 
environment that serves as a disincentive for capital investment. 



The evidence on the investment issue is mixed. There is no question 
that the biotech industry is being told by many investors that the 
Administration's proposal Is making It much more difficult to attract capital. 
Understandably. this information is driving many within the biotech industry 
to allocate a great deal of resources and time in opposing the Medicare drug 
cost containment provisions of the Health Security Act. It is interesting to 
note, however, that a just released Ernst and Young analysis of biotech 
investment has concluded that from 1992 to 1993 Itfinancing is up 21 
percent It from $2.65 billion to $3.2 billion. (Please also see attached articles 
which also seem to confirm this conclusion.) 

While the industry has been very active and effective in raising strong 
concerns about the cost containment provisions of the Health Security Act, it 
has not acknowledged the many concessions the Administration gave during 
the development of the proposal. The bill explicitly rejected price controls, 
rejected the ability of the Medicare program to use a formulary. phased out the 
Medicaid prescription drug rebate program. provided a huge new market by 
requiring that every American have drug coverage, created new incentives for 
the covered Medicare population to purchase Medicare-certified HMO benefits 
(which are privately administered plans that use formularies), and modified the 
charge of the drug advisory board to review prices in relation to all other 
medical interventions (a provision that the biotech industry Virtually wrote). 
All of these proviSions were high priorities for the industry. Regardless, 
however, there is no question that the industry has taken the position 
that they need to push for changes on Capitol Hill to ensure investment 
dollars and that they believe their chances for success are quite good. 

Consumer Groups Response 

Representatives of consumer groups almost universally support the 
pharmaceutical coverage and cost containment provisions in the Health 
Security Act. Families USA, AARP, the National Council. of Senior Citizens, 
Consumers Union, the AIDS Action Council, the National Organization of Rare 
Diseases, and other advocacy groups representlng tens of millions of 
Americans have written in to specifically endorse the prescription drug cost 
containment provisions. In so doing. these groups have specifically rejected 
the industry's position that the cost containment provisions wtlI reduce 
investment in the treatments and cures that would benefit the people they 
represent. In fact, some of the groups -- such as Consumer Union -- have 
concluded that we have gone too far towards the industry's position. In 
addition, the community pharmaCists (the National Association of Retail 
Druggists and the National ASSOCiation of Chain Drug Stores) are perhaps our 
strongest provider group adovacates in the nation. 



Congressional Response 

The Congressional response has. in large part. reflected the concern 
outlined by the biotech industry. A number of Members. including key 
Members on major Committees of jurisdiction, have expressed significant 
interest in coming up with biotech industry inspired alternatives to the current 
prescription drug cost containment structure. On the other side of the debate. 
Senator Pryor's staff has expressed concern about being able to retain the 
current provisons of the bill. which the Senator generally supports (although 
he wishes that they were stronger on the cost containment front.) The reality 
appears to be. however, that the Committees will need to have some leeway to 
make changes to attract the votes we need to get the Health Security Act out of 
Committe~. The key to doing anything will be to make changes that still retain 
the support of the aging advocate organizations (and hopefully not overly 
alienating the pharmacy groups.) 

What Can Be Done to Address the Concems of the Biotech Industry? 

The short answer to the President's question is that there are options 
that are now being reviewed by Administration and CongreSSional 
representatives that the the biotech industry finds quite appealing; in fact. the 
industry has played a significant role in developing them. In brief. these 
proposals would replace the current Medicare cost containment provisions 
with contracts to private (primarily managed care) purchasers who are now 
administering prescription drug benefits for private insurers. (These 
purchasers control costs primarily through the use of drug formularies, prior 
authorization techniques, and generic substitution.) The biotech industry is 
attracted to these approaches because smaller, private sector purchasers are 
much less intimidating to them and their investors than large Government 
purchasers (e.g., Medicare). 

These alternative proposals have potential. are worth pursuing, and have 
already found some responsive ears on Capitol Hill. Even staff from Members 
traditionally not sympathetic to the industry (e.g. Senator Pryor and 
Congressman Wyden) have expressed interest. Having said this, there remains 
many unanswered questions. including: 

(1) Since different purchasers would provide different benefits 
(because their formularies would not cover the same medications 
and their copayment structures would likely be different), how 
would Medicare beneficiaries and (most Importantly) their 
advocates react to receiving benefits that could be portrayed as not 
uniform? 



(2) 	 If we enacted these alternatives, are we prepared to deal with the 
possibiltty that the pharmaceutical industry will step up their 
attacks on the use of "restrictive" formularies through the media 
and potentially the courts and, in effect, leave both the private and 
public sectors unprotected against increasing pharmaceutical 
costs? 

(3) 	 How would the community pharmaCists (so far, our strongest. 
organized provider proponent) react (we suspect negatively) to a 
proposal Which, in essence, immediately relies on privately 
administered managed care purchasing techniques as a 
mandatory part of the Medicare program with which they believe 
they are not yet able to compete? Perhaps more importantly. how 
would we assure that selective contracting with pharmaCists 
assured convenient access to pharmacies for elderly populations, 
particularly those living in rural areas? 

(4) 	 How would we assure that the costs of the Medicare program are 
generally consistent with our current cost estimates, which already 
are quite imposing? and 

(5) 	 Since the portrayals by the biotech industry may well overstate the 
negative economic impact the current legislation may have (or is) 
having on the industry, should we send a Signal that we are 
supportive of an alternative before we have had a chance to 
adequately evaluate the economic and poUtical consequences of it? 

SUGGESTED ADMINISTRATION POSITION FOR NOW 

In light of the outstanding questions about the alternatives now being 
developed by the biotec,h industry and the Congress. I would adVise that the 
Administration Signal a willingness to be open to options that meet the broad 
goals of assuring a solid drug benefit. restraining excessive cost increases. and 
retaining incentives for investment in R&D. In fact. I would recommend 
speCifically acknowledging the option that is being propounded by the biotech 
industry as one that is potentially constructive and worthy of consideration. 
Ira. or some other Administration offiCial. could send a general Signal of 
responsiveness at an upcoming February conference in late February. 

Having said this. it is premature to take an active position of support for 
any alternative until we fully understand its policy. economic and political 
implications. Even more important, it would not make sense to move any 
further toward the drug industry's position until it becomes absolutely certain 
that any such changes don't simply become the next starting point for 
negotiations with the industry. 



THE WHITE HOUSE 

WASHINGTON 

January 22, 1994 

MEETING WITH SPEAKER FOLEY AND MAJORITY LEADER MITCHELL 

DATE: January 24, 1993 
LOCATION: Oval Office 
TIME: 3:00 pm 
FROM: Pat Griffin 

1. 	 PURPOSE 

• . To refocus the Congressional Leadership on health care. 

• 	 To jointly develop a specific legislative action timetable and strategy that, 
while somewhat flexible, will provide the Administration, the Leadership 
and the Committee Chairmen the guidance and discipline necessary to pass 
a signable bill. 

• 	 To attempt to get the Leadership to agree to establish a mechanism that 
simultaneously coordinates ongoing policy and strategic modifications 
between Committee Chairs. 

• 	 . To outline the role the Administration currently plans to play in the 
legislative process and to seek feedback to it. 

• 	 To obtain guidance about how we can best ensure a successful follow-up 
meeting with the Leadership and the five Committee Chairs of primary 
jurisdiction over health legislation. 

II. 	 BACKGROUND 

Looking at the constrained legislative calendar, noting that Members are diversely 
positioning themselves as it relates to health care, and keeping in mind the 
politics of any election year, it is clear that the Congress must be kept on a tight 
and well orchestrated timetable in order to produce a product that achieves the 
universal coverage/affordability marker that has been laid out by you and the 
First Lady. The Congress will not be responsive to this challenge unless the 
Leadership is invested and has agreed upon a reasonable timetable and strategy 
that, while somewhat flexible to currently unforeseen developments, serves to 
discipline the process. This meeting has been designed to facilitate this outcome. 

\ 



AGENDA ITEMS 

1. 	 Timetable. Develop an agreed upon and fairly specific (but internal) 
timetable for Congressional actions (Le, Committee mark-ups, floor 
schedule, conference, etc.) and a strategy about how best to stick to the 
schedule. (Inherent in this discussion is an understanding that, even if you, 
the Speaker and the Majority Leader are in agreement, the strategy must 
also be sold to -- and accepted by -- the five Chairmen as well.) . The easiest way to get a timetable agreed upon is to work backward with 

. he Speaker and the Majority Leader. While the best outcome would be to v,have a bill to your desk by the August recess, a much more realistic goal is 
to have it pass both chambers and be in conference by that timeframe. 
(Attached is a one page legislative calendar that outlines such a scenario.) 

. , Although finalizing a conference agreement and passing it through both 
Houses will be extremely challenging, the most difficult hurdle will be 
getting the bills into conference. As such, the primary focus of your 
conversation should be on how best to get the bills out of the Committees 
and onto the respective chamber floors for a vote on an acceptable 
legislative product. (A background on this process is attached for your 
review.) Any significant delay in this process will serve to either make it 
impossible to complete Congressional action prior to adjournment or will 
produce a substandard product (because opponents will have greater 
leverage in undesirably modifying the bill.) 

2. 	 Process Strategy to Work Within Timetable. There is no question that 

many House Members live in fear of being whip-sawed by the Senate if 


, they are forced to move first and take a tough political vote on health care, 
particularly in this election year. They have no interest in witnessing a 
repeat of what they feel they went through in last year's budget process. 

To be responsive to the understandable concerns of the House, we 
recommend that you push the idea of a simultaneous, bicameral 
Committee and floor vote strategy. If the Senate Finance Committee, and 
thus the Senate as a whole, delays their action well beyond House 
Committee/floor action, we fear that there is a realistic possibility that the 
House will report out bills that they believe will not place them in a 
political vulnerable position (Le., a significantly and unacceptably watered 
down bill). 



There 	is little doubt that our simultaneous Congressional action 
recommendation conflicts with the institutional history of the Senate and 
the make-up of the Finance Committee, and it will be difficult to 
implement. Having said this, we believe it is still essential to attempt this 
because (1) we believe that a bill you are satisfied with might not be 
produced without this approach and (2) even suggesting it at least signals 
to the House that we are sensitive to their legitimate concerns. 

Consistent with the concept of working concurrently with the Committees is 
a need to coordinate substantive policy modifications with the Committee 
Chairmen. If Committees report out completely opposite approaches, 
marrying the policy within the Rules Committee (and on the floor in the 
Senate) will be made extremely difficult. The only people who have a 
chance to even raise this Committee coordination concept with the 
Chairmen are their Leaders. We recommend that you raise this concept 
with Speaker Foley and Majority Leader Mitchell as something that seems 
desirable and ask them whether they believe it is feasible. The optimal 
outcome from this proposal would be an agreement to establish a 
bicameral, Committee Chairmen coordination mechanism. A chamber 
specific coordination approach would still be a great step forward. 

3. 	 Administration Role. It is important that you and the First Lady define 
the role you feel would be best to play throughout the legislative process, 
with a particular emphasis on the next two months or so. In so doing, you 
may wish to describe how you feel that the most useful contribution you 
can make to the work of the Congress is to keep the public debate focused 
on the fact that there is a health care crisis and that employer-based 
universal coverage is the only viable solution. 

We would recommend that you reiterate that you have no desire or 
intention to micromanage the process because you feel it would be 
counterproductive for the Administration to be involved in the day to day 
adions/decisions of Committees. This does not mean the Administration 
is rtot engaged in the work of the Committees; it does mean, however, that 
it IS a role that is primarily technical and behind the scenes until later in 
thJ process. You want to make sure, as we suspect is true, that they agree 
wiih this strategy. 



4. 	 Preparation for Chairmen's Meeting~ The meeting should not conclude 
until you discuss how best to prepare for the next meeting with the 
Conhnittee Chairmen. We would recommend that you seek their advice 
abo~t the most appropriate timing, setting, and agenda of the Chairmen's 
medting. You may also wish to solicit Leadership's assessment of where 
the Fhairmen stand on the ability to report out comprehensive health 
reform bills. 

I 
IV. 	 PARTICIPrANTS 

I 
The Presiqent 
The First Lady 

. Speaker Fbley and his staff, George Kundanis 

Majority Ileader Mitchell and his Chief of Staff, John Hilley 

Pat Griffirt 

Harold Ickes 


I 

Ira Maga#ner 
Steve Riclletti 

I
George St1ephanopoulos 
Melanne Verveer 

V. 	 SEQUENCE OF EVENTS 

Members and staff arrive at 3:00. 

The Presitient opens up meeting and calls on the First Lady to make a few 
remarks ~bout how appreciative she has been for all the past advice and how 
much we rll need the Leadership's assistance throughout the upcoming 
challenging process. , 
The PresIdent briefly outlines the four agenda items that he would like to discuss 
and openk up the discussion with the Speaker and the Majority Leader. 

I 
VI. 	 PRESS P,LAN 

Closed press. (White House photographer will be present.) 
I 



February 1 to March 31 

Activities: Recess: February 14 - February 22 

• 	 Hearings continue 
• 	 Subcommittee mark-up begins (House Committees) 

April 1 to May 31 

Activities: Recess: March 28 - April 10 
May 27 - June 7 

• 	 House full Committee mark-ups 
• 	 Senate Firtance and Labor Committee mark-ups 
• 	 Leadership reconciliation of different bills (if bills 

reported 0ut) 
• 	 House Rul$s committee mark-up 

June 1 to June 38 

Activities: 

• House and Senate/House Rules mark-ups (if not done already) 
• 	 House floor consideration and final vote 
• 	 Senate floor amendment marriage (between Labor & Finance) 
• 	 Senate flbor C6Rsideratiop ~ 

. July t to August 14 

Activities: Recess: July 1 - July 10 
August 15 - September 6 

• Senate fl/oor vote no later than mid July 
• 	 House and Senate conference commences no later than late July 

August 15 to october 7 (Target Adjournment Date) 

Activities: 

• 	 Conference Report/House and Senate floor vote 
. 	 I I• 	 F~na pa~sage 



January 31. 1994 

MEETING WIrrH DEMOCRATIC LEADERSHIP AND HEALTH CHAIRMEN 

DATE: February 3. 1994 
LOCATION: Roosevelt Room 
TIME: 	 5:15 pm 
FROM: Pat Griffin 

I. 	 PURPOSE 

. i I 
• 	 To ~eiterate need to complete floor action on health care by both 

chambers by no later than the July 4 recess. 

I
• 	 To <j>utline the "botom line" provisions that must be part of the 

final bill presented to you. 

I 	 . 
• 	 To ~pen up discussions among the 5 primary Committees of 

jUri~diCtion about how best to achieve your bottom line goals, to 
develop a coordination process between the Committees. the 

iLeadership and the Administration. and to determine how the 
Administration can be most helpful in this process. 

I 	 . 
• 	 To ~iSCUSS a strategy of how best to deal with other important 

he1-th care "players" within the Congress. (e.g. Subcommittee 
Chairmen of Committees of jurisdiction, advocates of major 
alte;rnatives. Republicans, influential swing voters, and Chairs of 
other Committees of limited jurisdiction. 

II. 	 BACKGR<DUND 

Within th~ last week. either by phone or In person. you have talked with 
the Dem9cratic Leadership and Chairs of the Congresslonal Committees 
of primary jurisdiction over health care. However, you have not had the 
opportunity to hold a discussion with all the Chairs in the same room 

Iand you have yet to outline the substantive "bottom line" issues you 
believe arf imperative to deslgning a bill that is acceptable to you. Such 
a discussion is advisable in order to give some helpful parameters to the 

IChairs during their upcoming mark-up process AND to get any early
I

warning signs about the extent to which your priorities are going to 
cause 	th~ Chairmen any difficulties. . 



" ... '.,' . '. 

All the Chairs. with the exception of Senator Moynihan, gave the 
impression that they could live with the July 4th timetable for getting

Ithe bills iato conference. This week we are trying to make certain that 
he, too, is on board so the part of this meeting dedicated to timetable is 
as limited as possible. 

III. 	 AGENDA ITEMS 

1. 	 Timetable and Strategy for Achieylng Goal. There is no question 
that

I 

many House Members live in fear of being whip-sawed by the 
Senate if they are forced to move first and take·a tough political 
vote on health care, partIcularly in this election year. They have 
no interest in witnessing a repeat of what they feel they went 

Ithrqugh in last year's budget process. 

To be responsive to the understandable concerns of the House, we 
recommend that you push the idea ofa simultaneous (or as close 

I 

to simultaneous as possible), bicameral Committee and floor vote 
stra'tegy. In your discussions last week with the House

I 	 . <

Leadership. the Chalrmen agreed to coordinating amongst 
thefuselves and the Administration. The optimal outcome from 
thiJ meeting, therefore, would be an agreement to establish a 
bicttmeral, Committee Chairmen coordination mechanism. 

2. 	 "Bottom Line" Issue Discussion. To help outline the skeleton of 
the Ibill you would like to see reported out of Committees and 
pas~ed on the respective floors, we recommend that you use this 
me~ting as an opportunity to outline your bottom line provisions 
to tp.e partiCipants AND to open up a discussion about how to 
ach~eve support for these provisions. If they are consistent with 
whc:lt Ira has forwarded you previously. they are: 

(1) 

(2) 

(3) 

(4) 

Universal coverage by the end of the decade that utilizes an 
employer-based system. 

Comprehensive benefits that are defined. 

Insurance market reforms -- commuity rating, banning 
underwriting. and promoting large risk and purchasing 
pools -'- to put an end to insurance discrimination. 

Cost containment that has an enforceable backstop. 



3. 	 How to Deal with Other "Players" Discussion. These Chairmen 
are,lfirst and foremost, concentrating on how they can report out 
decent health reform bills out of their Committees. 

I 

Unqerstandably, the players they are most interested anq 
concerned about, therefore, are their swlng votes in Committee 
andl in the Senate. on their Repubublican possibilities. You may 
wish. to ask the Chairs about how best the Administration can 
hell

I 
them help us. 

N. 	 PARTICIPANTS 

I 
The President 	 Pat Griffin 

I 

The Vice fjrestdent Harold Ickes 
The First Lady Chris Jennings

IThe Speaker 	 Jack Lew 
I

Majority Leader Gephardt Ira Magaziner 
Majority Ueader Mitchell Steve Rtcchetti 
Chairman Moynihan George S. 
Chairman Kennedy Melanne Verveer 
Chairman Rostenkowski 

Chairman 
Dingell 

Chairman 
Ford 

V. 	 SEQUENQE OF EVENTS 

Members lnd staff arrive at 3:00. 
I 

The President opens up meeting and calls on the First Lady to make a 
few remarks about how appreciative she has been for all the past adVice 

Iand how much we will need the Leadership's assistance throughout the 
upcoming challenging process. 

The President briefly outlines the three agenda items that he would like 
to diSCUSS! and opens up the discussion. Probably the most useful 
discussion would one that focuses on the Members current feelings 
about 	the Administration's bottom line issues. 

VI. 	 PRESS PLAN 

Closed pnpss. (White House photographer will be present.) 


