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Information instead of products

Fort Lauderdale, Florida

THE biotechnology industry has been given
warning that in the absence of products or
revenue it must keep the investment com-
munity up to date with as much informa-
tion as possible on product development,
marketing strategies and other internal
management and financial plans.

““Uncertainty is the bane of existence for
the stock market’’, said Nelson Schneider
of E.F. Hutton at a meeting here sponsored
by the Industrial Biotechnology Associ-
ation to bring together its member
companies and representatives of the
investment community. Schneider and
other stock analysts at the meeting noted
that with so many venture capital
companies going public, Wall Street finds
it difficult enough as it is to evaluate their
worth and that conventional methods
could easily conclude that many of the bio-
technology stocks are in fact worthless.

Robert Johnston of Johnston Associates
pointed out that valuations based on such
traditional methods as comparisons with
other stocks are of little value in biotech-
nology, where expectations, supply and
demand of the stocks and the “‘greater fool
theory’’ — the belief that a stock is a
bargain because someone else is willing to
pay more — operate.

Robert Fildes, president of Cetus, retort-
ed that the new biotechnology companies
were being asked by the analysts to ‘“‘take
down their trousers’’, while the pharma-
ceutical companies’ privacy was respected.
And he dismissed the analysts’® arguments

“| think I've come vp with
Hre ansuer to the world’s ’fooc\
problem, but (m still stuek

_ on the packaging...."

that the pharmaceutical companies can be
rated by their track record and product
stream: ‘“What you’re saying is that they
have a bigger war-chest than we do’’, he
said, “‘but they’ll go under too, eventually,
if they don’t produce’.

Many of the industry’s representatives
noted that going public is an essential step
in raising the funds needed to become a
business selling products rather than being
merely a research and development firm.
Hugh D’Andrade of Schering-Plough said
that his company has a sales force of over
5,000. “It’s more than brilliant scientists
who turn discoveries into products.”
D’Andrade said that manufacturing
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expertise, quality control, packaging and
management are crucial elements that
many of the new biotechnology companies
are only beginning to assemble.

The hazards of going public, however,
are sufficient to stop some, at least for the
time being. Gabriel Schmergel, president
of the Genetics Institute, said his company
would remain private for the ‘‘foreseeable
future’’. He was conscious of the pressures
of going public, one of which is the very
uncertainty the market feels for the
industry. ‘‘The long-term nature of our
business is not fully appreciated by the
public”’, he said. Fluctuations in the value
of stock on the market can be particularly
unnerving, he said, both for management
and for the staff who own stock.

A number of biotechnology companies,
including Genex, Agrigenetics and Genen-
tech, have resorted recently to commercial
bank loans to support their operations,
which Schneider said may indicate ‘“‘a
useful new movement”’,

Stephen Budiansky

Nuclear Pakistan

‘“‘Islamic bomb”’
scare resurfaces

THE vexed question of Pakistan’s nuclear
capability has surfaced again, first in
rumours widely reported last month in the
Asian press, but since strongly denied, that
China had supplied Pakistan with nuclear
bombs and second through a published
interview with a leading Pakistani nuclear
scientist, Dr Abdul Qadeer Khan, director
of the Kahuta uranium enrichment plant.
In this interview, which appeared first in
the newspaper Nawa-e Wagt, and was
repeated next day on Lahore radio, Dr
Khan said that he felt ‘‘cornered’” by
questions about a possible Pakistani
bomb, and did not know whether to answer
yes or no. This remark immediately
produced a counterblast from Soviet
television which alleged that Dr Khan had
boasted that it was within Pakistan’s
capability to create its own bomb. (The
Soviet commentator incidentally identified
Dr Abdul Qadeer Khan as head of the
Pakistani Atomic Energy Commission —a

Harvard’s Ptashne patent disappoints

Washington

HARVARD University is embarrassed in its
efforts to sell the rights to a fundamental
genetic engineering process developed by
Professor Mark Ptashne, a Harvard
faculty member. After approaching
hundreds of companies, Harvard has
succeeded in interesting fewer than a half
dozen in purchasing a licence to the pair of
patents covering Ptashne’s invention.

Harvard was trying to duplicate
Stanford University’s success with the
Cohen-Boyer genetic engineering patent,
which currently has 68 licensees, each
paying a fee of $10,000 a year against
future royalty payments of %2 per cent of
net sales. The Ptashne patent covers
another fundamental step in genetic
engineering: the method for attaching a
bacterial promoter to a gene of non-
bacterial origin, such as that coding for
human growth hormone. Harvard, which
also wanted $10,000 a year and V2 per cent
royalty on sales, apparently misread both
the importance of the Ptashne patents and
the mood of the industry. Ironically,
Genetics Institute, the Boston-based bio-
technology company that Ptashne founded
and with which he remains closely
associated, did not even take out a licence;
its president, Gabriel Schmergel, said that
Harvard’s terms were ‘‘onerous’’ and that
‘“alternative routes to achieve the same end
result’’ of the Ptashne process are
available.

Albert Halluin, patent counsel for Cetus
Corporation, attributed the poor response
to the reluctance biotechnology companies
to head down a path of a whole series of

basic process patents, each taking a V2 per
cent bite out of sales. And he says that the
companies have become much more
knowledgeable about patents. ‘“After the
history of the Cohen-Boyer patent’’ — the
validity of which has come under
considerable question since the companies
first signed up — ‘“‘people are saying maybe
we should take a hard look at these. Now
people have learned that any patent may
have flaws if you look hard enough.’’

Halluin also noted that many compsanies
took licences to the Cohen-Boyer patent at
least partly to show that they were ‘‘one
of the club”’ of new biotechnology
companies. On that basis, and with a cut-
price initial licensing offer, Stanford
collected more than $3 million from
licensees even before the first products
were sold. Harvard also announced that
stiffer licensing terms would operate after
termination of the initial offering — at the
end of 1983.

Schmergel cited another reason behind
his company’s decision: he said Genetics
Institute was ‘‘upset’’ by what he termed
Harvard’s preferential treatment in the
granting of exclusive licences on some of its
other biotechnology patents to companies
founded by the original inventors of the
patents — in particular Dr Walter Gilbert
of Biogen and Dr Max Essex of Cambridge
Biosystems.

Schmergel said Genetics Institute had
discussed with Harvard the possibility of
obtaining an exclusive licence on the
Ptashne patent but had been unable to
reach an agreement.

Stephen Budiansky
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post actually held by Dr Munir Ahmed
Khan, who claims to have little to do with
his namesake from Kahuta.)

Dr Abdul Qadeer Khan, in fact, has
stressed the entirely peaceful intentions of
the Pakistani nuclear programme. He said
that unlike India, where the nuclear power
programme had been ‘ ‘based from the very
beginning on sound foundations’ under
the patronage of the late Pandit Jawaharlal
Nehru, Pakistan had made a relatively late
and initially ill-organized start. Moreover,
India, at least initially, could get en-
couragement and help from developed
countries, but fear of an ““Islamic bomb*’,
which could be disseminated to all Muslim
countries, had led the developed countries
to impose restrictions on the export to
Pakistan of even ‘‘the most minor
products’’.

A bomb-making capacity depends, ulti-
mately, on a uranium enrichment facility.
On this point Dr Khan did not explicitly
commit himself. He claimed only that
Pakistan was far in advance of India in
uranium enrichment and ‘‘not far behind
foreign experts’’ in any field. The Pakistani
Government is at present, he said, trying to
purchase a 900 MW light-water reactor,
and the uranium processing plant at
Kahuta was being used to produced the
necessary fuel.

Since it would take at least 10 years to
obtain, install and operate such a reactor,
the Atomic Energy Commission was
““positive’’ that the fuel supply would be
ready when needed. Those who thought
that the plant was being used for uranium
enrichment were deluding themselves, he
said. A few minutes later, however, he
observed that ‘‘as far as the supply of en-
riched uranium is concerned, we shall
supply the Atomic Energy Commission,
God willing, with as much as it needs.”’

Had they come from a politician, Dr
Khan’s words might well, for reasons of
national prestige, be trying to imply a self-
sufficiency which has not yet been
attained. Dr Khan, however, is a scientist,
and moreover, something of a special case.
He was sent to study in Europe and them
worked at the Almelo uranium enrichment
centre in the Netherlands, returning to
Pakistan in December 1975. He was
subsequently charged, in absentia, by the
Dutch government with industrial
espionage, and he was sentenced, still in
absentia, to four years imprisonment — a
verdict which for prestige reasons, the
Pakistan Government is still trying to get
reversed.

As Dr Khan admitted in his interview, a
special Dutch parliamentary committee
appointed to investigate the affair stressed
that Pakistan had gained much capability
and saved considerable research expendi-
ture on uranium enrichment as a result of
his activities — although he maintains that
the Dutch judgment was ‘‘unjust’’,
‘‘contrary to all the canons of law’’ and
inspired by ‘‘anti-Pakistan and
anti-Islam”’ elements. VeraRich
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Nuclear power

French, plentiful and cheap

THE French national electricity utility EDF
is making money at last, despite the enor-
mous cost of the French nuclear power pro-
gramme, which left EDF with debts of FF
150,000 million (£12,500 million). So
claimed EDF director-general M. Jean
Guilhamon during a visit to London, in a
talk orchestrated by Sir Walter Marshall,
chairman of the British Central Electricity
Generating Board. Sir Walter, despairing of
the future of nuclear power in the United
Kingdom, used the opportunity of
Guilhamon’s visit to sign a fast breeder
agreement (Nature 9 February, p.495) to
ask him to demonstrate that in France, at
least, nuclear power works. M. Guilhamon
kindly obliged.

The giant EDF debt — in order of
magnitude not far from the national debt
of Brazil — has been amplified over the
past two years by the halving of the value of
the French franc against the US dollar — in
which currency EDF borrowed much of its
capital. But even allowing for making
repayments and interest at commercial
rates and for depreciation of plant, EDFis
now making a profit, says Guilhamon.

France now produces 54 per cent of its
electric power by nuclear plant (mostly
pressurized water reactors), and with 26
more reactors already under construction
or on order, the figure will be 70 per cent by
1990. That is near the practical maximum,
given that it is difficult to switch off nuclear
power to cope with nightly falls in demand
— although EDF is offering customers
cheap rates if they will take power nearly
continuously.

Opponents of nuclear power have con-
demned the cost of building the stations,
but the tables are now turning, Guilhamon
claims. During the construction pro-
gramme, the government set a low electrici-
ty price which made EDF unprofitable, he
says. But the price encouraged new elec-
tricity consumers: for example, two-thirds
of housing starts in France are now all-
electric. Now, as more and more nuclear
power stations turn on, displacing costly
oil- and coal-fired plant, the profits of the
programme are beginning to appear.

““In 1976 we were burning 14 million ton-
nes of oil. In 1984 we will burn less than
2 million tonnes”’, said Guilhamon. Coal
burning has also fallen from 18 million ton-
nes to 11-12 million tonnes. ““So we are
now getting a very good return on our
investment’’ at electricity prices at around
30 per cent below those of other countries
in Europe.

Guilhamon compared the whole French
nuclear power programme, which by 1990
will amount to some 50,000 MW and spare
France the purchase of some 50-60 million
tonnes of oil, with the scale of British
North Sea oil production.

Sir Walter Marshall, meanwhile, openly
feared the loss of key British industries to

French soil, when in the 1990s French com-
mercial electricity could cost only half the
price of British power. Imperial Chemical
Industries (Britain’s biggest chemicals
company) and British Steel might decamp
to France, Marshall suggested.

Meanwhile, however, EDF does have a
few problems caused by over-capacity and
strong political pressure to burn French
coal, and so keep the French miners happy.
The surplus to traditional French markets
will reach 50,000 million kWh in 1990, ac-
cording to EDF, or around 15 per cent of
total production. EDF will seek to place
20,000 million kWh in new markets it
hopes to create in industry (for example,
electricity to power boilers) and to export
the other 30,000 million kWh. Certainly, at
present French prices, electricity exports
are increasing: 13,000 million kWh last
year compared with 4,000 million kWh in
1982.

The pressure from coal, however, may
be more difficult to withstand. Last week
the government was attempting to arbitrate
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Utilization of the average net operating power
available from France’s power stations. Coal
and oil powered plants are used well below their
capacity. The 100 per cent figure for nuclear
power plants hides the loss in capacity due to
structural defects and engineering problems.

between the French mining company Char-
bonnage de France (CdF) and EDF over a
dispute in which CdF insists that EDF must
buy fixed amounts of coal, or pay a fixed
amount of money to CdF, for the next four
years. EDF calculates this would cost it FF
2,500 million (£200 million) a year, essen-
tially to support CdF. EDF does not wish to
pay the bill (and since both companies are
nationalized, the transfer of funds is some-
what notional); but it may have to.
Robert Walgate
@ Meanwhile, accountants commissioned
in 1982 by the then British energy secretary,
Mr Nigel Lawson, to look into CEGB’s
pricing policy have argued forcefully that
British electricity was not only over-priced
(Sir Walter Marshall would agree with that
— the government has set the price too
high, he says) but ineptly priced (a com-
ment less palatable at CEGB). The com-
plex calculations by which the CEGB set its
rate to bulk industrial customers are not
based on sound economics, the accoun-
tants say. A proper pricing formula would
result in cuts of 5-10 per cent followed by a
few years’ freeze. a
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