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IL-2 IN THE MARKET: WINNERS AND LOSERS 
NEW YORK-When Immunex (Se
attle, WA) and Hoffmann-La Roche 
(Roche, Basel, Switzerland) an
nounced a settlement of a royalty 
dispute over sales of interleukin-2 
(IL-2), some biotech watchers won
dered how Roche found itself in such 
a negotiating situation. The agree
ment calls for the Seattle company to 
receive the hefty sum of $5.5 million, 
plus royalties on all sales of IL-2 (and 
PEG [polyethylene glycol] IL-2 modi
fied by Roche's licensee, Cetus [Emer
yville, CA]). What's surprising is that 
Roche apparently failed to appreciate 
the market potential for IL-2, both in 
Europe and the U.S., and let two 
biotech companies gain a competitive 
advantage. As well, the company 
seems to have been slow to react to 
the potential for IL-2 as a cancer 
therapeutic in combination with al
pha-interferon. 

Cetus has methodically been devel
oping IL-2 throughout the decade. 
And while it has not yet gained Food 
and Drug Administration approval 
here (it has submitted a product li
cense application), seven European 
countries-West Germany, Ireland, 

Denmark, the Netherlands, France, 
Italy, and Spain-have approved the 
drug for treating kidney cancer. 
Roche, meanwhile, remains mired in 
Phase III trials of its recombinant IL-
2; worldwide marketing applications 
are expected sometime this year. Stu
art Weisbrod of Prudential-Bache 
(New York) projects worldwide sales 
of Cetus' product to reach $250 mil
lion annually by 1995. He also com
ments that "Cetus' lead time will can
cel out Roche's size advantage in the 
marketplace." 

Gerry Gwynn, pharmaceutical ana
lyst for Montgomery Securities (New 
York) thinks that Roche's Swiss con
servatism may have been its undoing. 
With so many competitors out 
there-among them Amgen (Thou
sand Oaks, CA) and Biogen (Cam
bridge, MA), as well as Immunex and 
Cetus-she suspects that publicity-shy 
Roche "possibly was scared off' by the 
prospect of a patent fight over a 
recombinant protein. She also thinks 
that the company failed to appreciate 
the opportunity for combining IL-2 
with alpha-interferon, noting that 
"Roche could have followed the liter-

ature better on the potential for 
'cocktail' therapies ." And while sales 
of Roche's alpha-interferon sur
passed Schering-Plough's (S-P, Kenil
worth, NJ) in 1987, Roche quickly lost 
ground to S-P. "There's a real dili
gence issue there as to following up 
on product. Roche was very poor at 
executing," says Gwynn. 

As trials combining IL-2 and alpha
interferon progress, S-P may seek out 
a partner to market in Europe. Cetus 
would not likely be interested, as its 
marketing force is already established 
there. (EuroCetus currently has just 
under 60 people working directly in 
sales and marketing.) Ironically, 
Roche may need the marketing help 
Schering could provide. S-P has a 
dedicated sales force already in touch 
with cancer and infectious-disease 
specialists. "That's a fixed cost," 
Gwynn points out, "and the best way 
to profit from that is to continue to 
feed products through that system." 

Perhaps Roche's purchase of a ma
jority interest in Genentech (South 
San Francisco, CA) was its way of 
making up for past shortsightedness. 

-Mark Ratner 
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