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ABSTRACT 
 
 
Sweden is the fourth largest biotechnology country in Europe and Sweden 
has the highest number of biotech companies per capita in the world. The 
sector is not yet a well established one and there haven’t been much 
energy put on business research, why we wanted to explore the sector 
more thoroughly.  
 
The purpose of our investigation was to examine different ways to survive 
on your own in the biotech sector. The ways should work to copy for other 
actors in the biotech sector. Many variables have been taken into account, 
such as the idea generating process, the business concept, the innovation 
strategy and the environmental context. The problem to be investigated 
was: how do you survive by own means in the biotech sector? 
 
Our main conclusion is that if there is a will there is a way to survive in 
the biotech sector. We have distinguished three paths, a MBO offspring, 
refinement of a brilliant idea and to develop a new medical application, 
that have been used by several of the biotech companies which we think 
could be suitable to others. However we are aware of the limited data in 
this thesis and we couldn’t state that there are other possible paths as 
well.  
 
Our other conclusion is that there are some variables that you need to 
concentrate on in the company’s different phases. In the beginning you 
need to focus on your idea and build up your knowledge platform. It is 
preferred to have another product in licensed to sell during this first 
period.  When you have reached the main scientific goals you need to 
direct focus towards marketing and sales in order to create revenue for 
the company. You must also have a plan of who to talk to and in which 
order and have good contact with opinion leaders.  
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PREFACE 
 
 
During the spring of 2006 we have had the opportunity to investigate an 
interesting sector, the biotech sector. We want to thank all the 
respondents who have contributed with their knowledge, experience and 
time despite their tight schedules. Without your help it wouldn’t have been 
possible to accomplish our survey.  
 
We also want to thank our supervisor Anders Blomqvist, who has been a 
great support and guide while writing this thesis.  
 
 
Stockholm in June 2006 
 
Ann Olsson Rousset  
Anna Wismenius  
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1 INTRODUCTION AND BACKGROUND 
 
 
This is a thesis in business management written at Stockholm University 
School of Business at Bachelor’s level. It accounts for 10 credits in the 
Swedish higher education system. This thesis treats Swedish biotech 
companies in the Stockholm- Uppsala region who are performing fairly 
well and in our opinion surviving on their own or about to do so. The 
authors find the subjects interesting since there are few companies today 
in this sector surviving by own means.  

1.1 BACKGROUND 
 
This thesis will treat a local subject, Biotech companies in the Uppsala-
Stockholm region, in a global context. Biotech companies belong to the 
group of patent and know-how based companies that aim to sell their 
products on a global market. 
 
The biotech sector is a quite new sector and it’s today hard to find any 
well stated models to explain the problems faced by biotech companies. 
Our wish is that this thesis will contribute with some useful aspects and a 
new constructed theory that can be used by others in this sector.  
 
Sweden has the highest number of biotech companies per capita in the 
world. This makes Sweden the fourth largest biotechnology country in 
Europe.1 In Sweden 40.000 people work in 800 companies that form the 
sectors biotechnology, pharmaceuticals and medical technology.2

 
Most of the biotech companies are small off-springs directly or indirectly 
from the academia or large pharmaceutical companies3. They are 
commonly driven by the interest to try to commercialise a new invention 
or a new application of a technology. You would find biotech companies 
working in many different fields. Some make products aimed to replace 
parts of the human body, others will grow cultures of bacteria to help the 
digestive system, yet others may develop techniques for diagnosis of 
cancer. Many of them have interesting ideas concerning new drugs or new 
families of drugs.  
 
The biotech companies have an intricate interdependence to other sectors, 
such as food producers, water cleaners, and pharmaceutical companies4. 
They are often selling products necessary for the other sectors. For 

                                                 
1 Wadman Kvist, Lisa, “Bridging the Gap between Academy and Industry”, BiotechSweden, vol 3 2005 
2 Wadman Kvist, Lisa, “Bridging the Gap between Academy and Industry”, BiotechSweden, vol 3 2005 
3 Regeringskansliet, Läkemedel, bioteknik och medecinteknik – en del av det Innovativa Sverige 
4 Ibidem 
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instance, the Pharmaceutical companies’ provision of new drugs has 
moved from a focus on the pharmaceutical companies’ own research and 
development over to in-licensing promising possible future 
pharmaceuticals from other companies. These other companies are often 
Biotech companies.  
 
The process from idea to final market (patients) is long. In this line of 
business the way to market is also associated with a very high risk of not 
succeeding. Concerning research and development of pharmaceuticals the 
probability ratios in average for succeeding with one drug on market gives 
us figures that may be difficult to grasp. In fact evaluating the value of a 
Biotech company is one of the fields where financing models are used in 
their most mathematically advanced forms, often in form of portfolio 
analysis of real option models. Essentially the evaluation looks at 
probabilities and future cash flows. This brings us back to the figures that 
may be difficult to grasp. In the case of new drugs, if you have 10 000 
substances you wish to test only one may get to the market5.  
 

1.2 POSSIBLE STRATEGIES 
 
Biotech companies are dependent on external financing, especially the 
small ones. The founders and key employees often contribute largely to 
the company’s financing in the phases of start-up and establishing. The 
biotech sector is difficult to understand for external parties and so there 
are limited possibilities to finance biotech companies. In fact this is why 
Karolinska Innovations have established two venture capital companies, 
Karolinska Development I and II6. Many biotech companies live under 
severe financial constraints since they need their financial resources to 
last for a long time. The extreme in the biotech business are the drug 
developers, they need in general in 10 – 15 years from early idea to the 
final market.  
 
The financial situation for a biotech company developing pharmaceuticals 
is thus often looking ahead at an uncertain arrival at the market 10 – 15 
years from now. This has caused several of the biotech companies to 
come up with interesting and advanced ideas on partnering and 
cooperation. Sometimes biotech companies will sell a part of the shares in 
the company to a partner. This partner would be an entity that is a client 
and an owner at the same time. This is a common feature among biotech 
companies. It can be a key factor to surviving on your own.7

 

                                                 
5 Charles Hedgecock 
6 Conversation with Conny Bogentoft 10 april 2006 
7 Bengt Anell, 2004, Decision-Making in the Development of Strategic Alliances, Master thesis, Stockholm 
School of Business 
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One possible way of surviving on your own in the biotech sector is simply 
to avoid the extreme situation you find in the development of 
pharmaceuticals. Then you stand a better chance of succeeding and look 
ahead at more certain revenues. 
 
This choice can be effectuated as a forward integration process where you 
leave research and stick to late development, production and marketing. 
In the eyes of the thesis, you will have approached the pharmaceutical 
companies but you will still be a biotech company as long as you have 
some kind of development. Some of the companies we have interviewed 
have effectuated a forward integration and left the research. This will be a 
subject of the thesis in several later stages. 
 
Staying in biotech but avoiding drug development could make you develop 
products that are aimed at medical care in some other form. This could 
include choosing diagnostics instead of drugs. Diagnostics are tools to 
evaluate the medical condition of the patient. Many diagnosis tools are 
used outside the human body. You would make a sample from the patient, 
often you ask for a sample of cells, blood for instance, but the sample 
could be an exhalation to measure the content in the air coming from your 
lungs. Then you would test the features of the sample to see the state of 
the patient. The first time you make the analysis, you wish to know if you 
have found the correct medical diagnosis. Diagnostics are also used as 
surveillance tools. Some diagnostic products are very simple and some are 
very sophisticated.  
 
Another way of avoiding the drug discovery process is not to enter the 
area of drugs at all. You could choose medi-tech products instead. Many 
technical tools in the medical care, as well as in biotechnological and 
pharmaceutical applications, are complicated devices used for analyzing. 
You have a plethora of subjects to analyze. You may choose to be a 
supplier of simple or more advanced equipment. You may also choose to 
supply some of the surveillance equipment needed in medical care, or you 
may supply biotechnological medical services of some kind.  
 
We focus in this thesis on the companies that describe themselves as 
companies that develop pharmaceuticals or diagnostics, we will explain in 
detail why in several of the following sections.  

1.3  ETHICAL CONSIDERATIONS 
 
The public opinion today sometimes criticizes the use of genetically 
modified organisms (GMO). It seems to be due to a gap of knowledge and 
an extremely risk aversive assessment. The industry would probably gain 
a lot in the public opinion if people in general had a more positive 
approach to the use of GMOs. This could be achieved by explaining 
specifically how common medical treatments, such as insulin, naturally are 
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produced. The public opinion sometimes criticises various other behaviour 
in the biotech and pharmaceutical sector, such as the use of animals for 
testing, or the use of humans for testing. This is a necessary part of 
developing drugs today, and until there is another method available that 
works at least as well, there is no other secure way of developing new 
drugs. The ethical questions involved in drug development are a current 
subject of controversy, and the frame of this thesis does not allow us to 
any further discussions. The public opinion will not be discussed further in 
this thesis. 
 

1.4 SUBJECT RELEVANCE 
 
Most Biotech companies live for a short while and do not survive on their 
own. They live only for a few years. One of the reasons biotech companies 
do not survive is lack of financing. Their limited funds may eventually dry 
out and their possibility of receiving new risk-willing funds may be limited. 
One reason for leaving the business is that the biotech company may 
realize that they do not have any successful ideas at hand. On the other 
hand, if they have a good concept another biotech or pharmaceutical 
company may acquire them. The very notion of a Biotech company that 
survives on its own is a bit atypical. Describing the companies that do 
survive is describing companies a bit out of the box.  
 
In this thesis we define survival on your own as a state where the 
company has a relative financial independence. The company would need 
revenues to achieve this. Another element we need to consider is burn 
rate. It is a common description of a biotech company’s financial position. 
It is a calculation of the present liquid funds compared to the company’s 
consumption of liquid funds. The burn rate is calculated in terms of time, 
which enables the company to state that it has funds for a specified period 
of time, for instance two years. We would then state that a company 
surviving on its own no longer has a burn rate. Any company that still is in 
a position to be able to state a burn rate, is not yet a survivor on its own. 
 
Some of the readers may wonder why biotech companies need to survive 
on their own at all. Actually, one of the things we will ask the biotech 
companies is whether it is important for them to continue on their own. 
We will see if this is important, even though we know that it’s not obvious 
for a biotech company to choose to be on their own. The authors are 
aware that all companies in this sector don’t have the ambition to be an 
autonomous company. In this thesis we wish to show what the 
possibilities are for those who aim at being survivors by own means.  
 
We think that the incentives to run a wealthy business are higher if you 
have the ambition to build a company that survives on its own. In this 
sense the only persons touched by the subject of this thesis are the 
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persons running the company. Once the company has become an 
established actor we believe there are advantages to be autonomous.  
 
Very few companies do continue and our opinion is that this is a result of 
several factors. The bad probability ratios of succeeding, the long time to 
market, the perception of biotech companies as a sell-or-leave business 
and the limited possibilities for financing biotech companies are some 
factors that may explain this. 
 
The authors think that the biotech, as well as the rest of the life-science 
sector, is one of the key areas for Swedish development and growth. 
Constituting competitive industries, growth, employment opportunities 
and other important macroeconomic features in Sweden will probably 
involve a healthy and strong biotech sector. 
 

1.5 PERSPECTIVES 
 
We will consider the problems and advantages from a company point of 
view. The thesis’ focus will be the questions mostly relevant for the 
entrepreneurs. This means that the state, regions or funding investors are 
not our priority. The reader may consider the public entities as responsible 
for the development in the biotech sector. However our view is that the 
owners and management of the biotech companies are the persons who 
actually can choose strategies and priorities for the companies. Thus, the 
state or other public entities will never be able to make the decisions for 
the biotech companies. In this sense the subject of the thesis does not 
concern public entities.  
  
So the thesis is mainly written for the persons who belong to the biotech 
sector. They can be board members, CEOs or members of the Leadership 
Groups at top level. Hopefully the thesis can serve as a guide for finding 
possible solutions to the serious questions involved in surviving on your 
own.  
 
The authors of this thesis are: Anna Wismenius, student in biotechnology 
at KTH and business administration at the Stockholm University. Ann 
Olsson Rousset, student in business administration, LLM in 1993 and has 
worked in former Pharmacia and Biovitrum as a financial controller. We 
like the biotechnological companies and would love to see more of them at 
close range. So an underlying value in this thesis emphasises our 
engagement in the sector, and a will for them to grow and be profitable.  
 

1.6 PROBLEM 
 
The thesis problem, the subject that we will treat, is:  
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With a clear will to survive in the biotech sector which routes could you 
engage on to continue on your own? 

2 AIM, PURPOSE AND DELIMITATIONS 
 
 
This chapter will state the scope of the thesis and what we wish to achieve 
by writing it. The chapter describes theories, analysis and limitations from 
a standpoint where you understand the ambitions of the thesis. 
 

2.1 AIM AND PURPOSE 
 
The aim of the thesis is to provide a better understanding of the possible 
ways to survive on your own in the Biotech business, if you have a will to 
do so. That means that you have some degree of independence in your 
financial situation (even though some of the companies are financed with 
venture capital). Our understanding of how you survive on your own 
involves that you should have revenues and a positive cash flow.  
 
In order to fulfil a better understanding of how biotech companies survive 
on there own we will focus on some aspects of the purpose and analyze 
these aspects.  
We will focus on: 

• To make a brief description on their situation today and how they 
managed to get there.  

• To state features among the companies, that have been of major 
importance to become or to be on good way to become a survivor. 

• To make a description of the ways they survive on their own or try 
to survive on their own.  

• To clarify the problem based on the analysis and the empirical data.  
• To construct a theory on how to survive on your own in the biotech 

sector.   
 
We don‘t claim to be experts, but we believe that our diverse empirical 
data will be of such a quality that they can give some general features of 
the situation in the biotech sector and ideally contribute with an inductive 
theory as well.  
 

2.2 DELIMITATIONS 
 
We concentrate on biotech companies that use advanced forms of 
biological applications for medical purposes. The focus is particularly on 
companies that are involved in creating candidate drugs or medical 
technology for diagnostics. This means Biotech companies that aim to 
have persons with a medical need to be treated as a final customer. We 
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will not consider biotech companies having any other application like, 
agricultural, energy or environmental applications or medi-tech 
companies. Medi-tech companies supply the industry with advanced 
technical solutions and apparatus.  
 
The reason for doing this limitation is due to the extreme situation these 
chosen companies are situated in. Along with the medi-tech and 
diagnostics companies the pharmaceutical research and development 
companies face the most severe quality controls. However we estimate 
the medi-tech companies are very diverse. Some supply simple analyze 
equipment and some supply very advanced forms of equipment, even for 
use inside the human body. Many supply a range of products, in fact 
entire medical labs, and this is not the kind of companies we aim at 
interviewing. In order to simplify our selection process we decided to 
exclude all medi-tech companies. This doesn’t mean we don’t think they 
could be interesting companies to interview. We decided the time 
consumed for selection among them would not be worth the effort for the 
subject of this thesis. So we decided to concentrate on diagnostics and 
pharmaceutical research and development companies. 
 
We think that by this selection we have chosen companies that have the 
longest time to final market. This makes them the most exposed to the 
problem in the thesis. They are situated in the most extreme position and 
they are the ones who really need to find solutions on how to survive on 
your own. The authors think their solutions can be useful for other 
companies. If it works for the most exposed companies, it could work for 
anyone. 
 
To help, in surviving on your own, the biotech sector could make great 
use of tax reductions, less administrative burdens from various 
authorities, and public help in different forms for information and stability, 
but this is a good subject for another thesis on Biotech. 
 
However, the financing models available in biotech are to a large extent 
administered by public institutions and the money is to a considerable 
extent from public funds. This will be a part of the subject as it sets the 
frame for financing biotech companies. Nor will the thesis consider 
Intellectual Properties effect on the companies as such, but it sets a frame 
for the sector.  
 
Due to the student’s limited budget for travelling the subject of the thesis 
is limited to the companies geographically situated in the region of 
Uppsala-Stockholm.  
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3 METHOD 
 
 
This chapter will briefly describe the context of the thesis from a 
philosophical and practical point of view. There are discussions concerning 
the scientific approach the authors have used as a tool when writing the 
thesis. There are descriptions of the techniques applied in the thesis. The 
method chapter should give the reader an understanding of the context in 
which the authors made their research. Elements like the selection of 
persons to interview in the biotech sector and a description of how the 
collected information was analyzed are included. 
  

3.1 SCIENTIFIC APPROACH 
 
We collect information on biotech companies. We ask for descriptions of 
the ways they have tried to use to become survivors or what routes they 
are engaged on to become survivors in the future.  
 
Since the area is not well documented we will use a mainly qualitative 
method trying to understand the acts and meanings rather than to 
measure8.  
 
The respondents’ answers and reflections of the questions will be used as 
observations and descriptions that we try to understand. The interviews 
will then be analyzed and interpreted. We also verify the content of the 
answers, contacting the interviewees and try to verify our comprehension. 
The thesis contains written descriptions of our understanding as well as 
analysis and tables showing comparisons of the results.  
 
The scientific approach will then mainly be a hermeneutic. We try to 
achieve a spiral of hermeneutical knowledge where we first interpret the 
results, present our understanding and then try to interpret the answers 
to form a picture of our subject. We will combine this with a mainly 
deductive method, a version of empirical knowledge where we also 
describe theories and analyze the answers in the interviews as results to 
tell if the theory is relevant and contribute to our understanding. The 
knowledge we try to achieve will be a new theory in the sense that we try 
to accomplish a model suitable for companies who wish to survive on their 
own in the biotech sector. In this sense we can also create an induction. 
 

                                                 
8 Alan Bryman, Social Research Methods 
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3.2 DESIRABLE RESULTS 
 
Our aim is to achieve results that give a description of possible paths for 
surviving for a Swedish Biotech company. 
 
The future is always unpredictable. The companies we describe may 
become successful companies in the industry. On the other hand, they 
may run into unforeseen circumstances that the future holds. We would 
like to show possible paths for others to follow, so they can survive on 
their own as well. This thesis can hopefully serve as a handbook for 
biotech companies looking for possibilities to take the next step. But the 
thesis is not written by experts, and we cannot guarantee that using the 
described ways actually will work for everyone.  
 

3.3 COLLECTING INFORMATION 
 
In order to perform a high quality survey the authors have decided to use 
a certain interviewing technique, of semi-structured type. To collect 
information on the subject two groups of biotech companies were selected 
in a certain manner. The selection also contained the persons in the 
companies we wished to interview. 

3.3.1 Technique 
 
We collected information in performing interviews, so our research method 
was interviews9.  
We pre-established a short concept description of the thesis and a 
questionnaire that we mailed the interviewees before the meeting. The 
questions deal with subjects that we considered as important for the 
understanding of the sector and questions that hopefully could be 
associated to our chosen theories. Then we met the interviewee at the 
companies’ office and made the interview. 
 
The interviews were personal focusing at a high quality. We asked the 
questions and left the interviewee time for reflection and freedom to talk 
about other related aspects as well. Often we did not use the pre-
established questions, and we never strictly asked the questions in the 
same order or in the same way. Sometimes we left the questionnaire 
completely and had a more open discussion with the interviewee. The type 
of interview was then mainly semi-structured interviews10.  
 
The interview was the first step in the collection of empirical data. After 
the interview took place the given information was sorted by us, according 

                                                 
9 Alan Bryman, Social Research methods, p 27 
10 Alan Bryman, Social Research Methods 
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to our analysis and interpretation about the sector. We then tried to 
confirm our understanding of the given answers and asked for feed-back 
and additional comments from the interviewees, this was done by e-
mailing all of the participants one copy of what we had understood of the 
interview. 
 

3.3.2 Selection 
 
We went looking for Biotech companies in the field of Pharmaceuticals or 
Diagnostics that survive on their own today.  
 
We started the selection process by reading the publication “Biotech 
Sweden The Swedish Biotech Industry Guide 2005”. The publication is 
made by the Biotech Sweden newspaper and comprises 408 listed 
companies. The guide is commonly used as the list of Swedish Biotech 
Companies and was recommended by Karolinska Innovations as a good 
starting point. The authors have read the newspapers and seen the 
Biotech Guide from earlier years and agree that this is the most 
comprehensive guide to the Swedish Biotech Companies there is.  
 
Then we needed to identify groups that exist for financial purposes. No 
company is isolated, so they will never survive on their own in the sense 
that they will always have owners and clients and so on. So we tried to 
exclude the companies that belonged to an industrial group of some kind. 
This was complex since we needed to identify the Venture Capital 
companies. So we established a list of the venture capitalist companies 
involved11. 
 
We made some selection criteria on the basis of the information in the 
Biotech Industry Guide: 

• The biotech companies should list themselves as Diagnostics, Drug 
Discovery or Pharmaceutical in the guide12. 

• The companies should geographically have their head office in 
Södermanland or Uppland.  

                                                 
11 They are: 3i group, Alecta, Apax Partners, Bankinvest, CapMan, Credit Lyonnais Private Equity, Dormant 
Properties, Healthcap, International Biotech Trust, Investor Growth Capital, Investor Investments Novare Ltd, 
Karolinska Development, Karolinska Innovations, Life Equity Sweden, Linkmed, PPM capital, Scandinavian 
Life Science Venture, SEB Läkemedelsfond, SEB Företagsinvest, Shroder Ventures Life Sciences, Skandia 
Investment, Siem Industrikapital, Sofinnova Partners, Stiftelsen Industrifonden, SLS Venture, Technoseed, 
Thorema Invest, Triton, Östersjöstiftelsen,  
12 This excludes  any company describing itself as Agrobiotechnology, for instance Svalöf Weibull AB, BioIT, 
for instance Umetrics AB and Capgemini, Biomaterial, for instance Vitrolife AB och Carmeda AB, 
Bioproduction, for instance Artema Medical, Biotech Suppliers/Distributors, for instance Ninolab AB and 
BergmanLabora AB, Biotech Suppliers/Manufacturers, for instance Getinge AB and Biotage AB, Clinical 
Research Organisations (CRO’s), for instance Quintiles and Parexcel AB, Functional Food/Health Products, for 
instance BioGaia AB and Ellen AB, Intellectual Property, for instance Awapatent AB and Aros Patent AB, 
Service, for instance Semcon AB or Ernst and Young AB. 
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• The company should have interdependence in their finances. And 
they should have positive cash flow for 2004 and 2005.  

• The company should not be a daughter company in any industrial 
group and should not have a single owner unless it was a private 
person any of the Venture Capital companies on the list13. 

• The company should have of revenue in 2004. Revenue is necessary 
in order to achieve the necessary financial independence14.  

 
These criteria reduced the number of companies dramatically to a list of 
24 companies, selected from the 408 in the guide. These 24 were studied 
more specifically. We eliminated another two, since they don’t have any 
R&D, they only produce and market drugs. We brought the list of 22 
companies to our contacts at HealthCap, a Swedish Venture capitalist 
company and Karolinska Innovations for discussions and made our final 
selection. Many biotech companies rate their financial state in burn-rate 
figures, where the present liquid funds and the present consummation of 
funds are calculated in time, so they would be able to state that they 
have, for instance, another two years of funds. We chose to regard the 
companies with positive cash flow, i.e. not having any burn-rate, as 
surviving on their own. 
 
However, we found that the number of biotech companies surviving on 
their own according to the stated selection was very low. So in the process 
of writing the thesis we decided to interview two groups of biotech 
survivors: the ones already surviving on their own, as stated above, and 
the ones we think are well on their way to do so. They are biotech 
companies on the list of 22 companies but they have not yet come to a 
positive cash-flow situation two years in a row. We finally selected 12 
companies, six who survive on their own and six on their way to do so.  
 
The persons we wanted to interview were the CEO of each company. In 
one company we talked to the Senior Vice President instead. He was also 
responsible for investor relations. We also interviewed one Chief Operating 
Officer and one Chief Financial Officer  
 
We wish to state clearly that the companies selected have been evaluated 
according to the way they survive, or try to survive, on their own 
according to our criteria. However this does not guarantee anything 
concerning their future. They were selected because they are Swedish 
biotech companies that do not belong to any larger industrial group and 
seem to be surviving on their own, or well on the way. 
 

                                                 
13 This excluded for instance OptoQ AB and Oasmia Pharmaceutical AB.  
14 This criterion excluded 9 companies, for instance Tripep AB. 
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3.4  INFORMATION PROVIDED FROM OTHER SOURCES THAN 

INTERVIEWS 
 
So far we have mainly described interviews as a way to obtain information 
on the biotech companies, This reflects the lack of information on the 
subject of the thesis. However there are valuable descriptions of the 
biotech sector and their environment in more general terms that 
contribute to the subject. 
 
We used descriptive reports for understanding the framework and 
situation of the Biotech sector. The reports from the Office of Science and 
Technology have contributed to our understanding.  We have also used 
several reports from NUTEK, Vinnova and Regeringskansliet. 
 
Some of the exact descriptions of the Drug Development process and the 
content of the actions in the sector come from articles in Nature and from 
lectures concerning Drug Discovery. 
 

3.5 ANALYZING AND INTERPRETING INFORMATION 
 
The interviews and the information from other sources will form a part of 
an analysis of the biotech sector, two theories on business administration, 
our own theory on survival on your own and two theories from NUTEK. 
This will enable us to use the theories as tools to describe the situation of 
the companies and common denominators and differences. The analysis 
will try to provide a description of the historical development of the 
company. Here we emphasise on certain aspects of the company. These 
aspects are also the parameters we use to categorize the companies. They 
are the business model, organisation, products, marketing methods and 
their ideas.  
 
Then we try to interpret the environment and the way they adapt to the 
changes they encounter. Here we will describe the ways the biotech 
companies survive on their own as we understand them.  
 
In this process we will encounter new issues that the biotech companies 
face. This enables us to state relevant problems to the companies, and we 
will be able to form a description that can help when you try to survive on 
your own. 
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4 MODEL FOR INVESTIGATION 
 
 
In this chapter we will shortly describe the biotech sector in a way that 
this thesis can be of use for both experts and amateurs. We haven’t found 
any well established definition of a biotech company that we completely 
agree with so we have picked facts from several sources to group biotech 
companies.  
 

4.1 REFERENCE FRAMEWORK 
 
In this section we will give a detailed description of the biotech sector. 
Important variables that contribute to the features in the sector will be 
explained. We will describe what a biotech company looks like, and what 
kind of companies we are concentrating on. We will also speak about the 
market situation for Swedish biotech companies operating globally. The 
companies in this study can typically be classified as having high entry 
barriers and high exit barriers, which makes it a risky business. The 
financial aspects are of great importance and the waste majority is 
venture financed the first critical years. For these high-tech companies the 
idea process is very important and we will describe the R & D process in a 
simplified way. According to the high risks involved in these types of high-
tech companies we also discuss ways to diverse the business.  
 

4.1.1 Conditions in the Biotech Sector  
 

4.1.1.1 General features 
 
The biotech companies are a heterogeneous group of different size and 
background. It is difficult to say what a Biotech company really is, or if a 
specific company with certain features would fit a given description. 
During the work with the thesis we have come across so many definitions 
that it is obvious that there is no common acceptance for any of them. 
 
Vinnova divides the Biotech companies into three sections: 
Pharmaceuticals and diagnostics, Biotechnological tools and Medical 
technology.  
 
For the use of the thesis we assume that the common features for Biotech 
companies could be described as:  

o Use of advanced technology, that commonly necessitate equipped 
laboratories and staff with special training 
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o Biological application of the technology, such as gene modification or 
cultivation of cells in tanks 

 

4.1.1.2 Market characteristics 
 
This thesis will treat a local subject, Swedish biotech companies, in a 
global context. Biotech companies belong to the group of patent and 
know-how based companies that try to sell their products on a global 
market. 
 
 

 
15

Picture 1 Entry and exit barriers 
 
The companies in the biotech sector can typically be classified as having 
high entry barriers (please, see picture 1) due to the long and costly 
research and development process. The exit barriers are high as well due 
to the engagement in the customers and the scientific surroundings. A 
company could not leave their medical clients untreated without loss of 
credibility and reputation. Many of the biotech companies are involved in 
collaborations of different kinds and cannot easily escape from these 
engagements. This makes the biotech companies act in an environment 
with high risky returns if the business succeeds.  
 
A biotech company could have several different origins. The origin of the 
small biotech companies, up to 50 employees, is mainly from the 
academia. They may have a few employees, a small laboratory and offices 
with limited possibilities. The medium sized ones are mainly offspring from 
pharmaceutical companies. They generally have more resources such as 
higher number of employees, infrastructure, business intelligence and 
products sold to patients. 
 
                                                 
15 Porter Michael E., Competitive strategy, The Free Press, 1998 
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The perception of Biotech companies in Sweden is to a large degree an 
acceptance of the long times to market, the probabilities of not succeeding 
and the high costs involved in the research matter. It is considered as 
normal that most of the companies will live for a short while.  
 
Biotech is one of the governments’ prioritized areas in Sweden and NUTEK 
and Vinnova are involved in several programs for trying to develop and 
make Biotech flourish16. 
 
There is an organisation in Sweden called SwedenBio. It is an organisation 
for any company that wishes to be part of the Swedish Biotech sector. 
Today they have some 80 members. SwedenBio has contributed to 
forming the subject of the thesis.  
 
Pharmaceutical companies’ strategies have shifted from developing drugs 
on their own to in-licensing. The shift has been described in several 
journals and sector descriptions. The reasons for doing so are mainly two: 

o Small Biotech companies have proved that they are good at coming 
up with new and inventive candidate drugs at a feasible price 

o Big Pharmaceutical companies have proved they are not as good at 
coming up with new candidate drugs, inventive or not, and their 
organisations for doing so tend to be very costly. 

 

4.1.1.3 Financial framework 
 
Swedish Biotech companies often exist for a few years and then they are 
bought by a larger company or are liquidated if the idea proves unusable 
or when the company runs into lack of funding. Since discovery of 
pharmaceuticals and development of diagnostics is a risky business and 
difficult to understand the venture capitalist that will invest in the biotech 
industry are rare. The authors are aware of the possibility that many 
possible Biotech companies may never be founded due to lack of 
financing. However, the supply of venture capital for the biotech sector 
varies a bit over time. There are indications showing that the supply of 
capital is increasing in 200617.  
 
Biotech companies sometimes sell a part of their shares in the company to 
a partner. This partner would be an entity that is client and owner at the 
same time. This is a common feature in Biotech companies. It can be a 
key factor for  surviving on your own. 
 

                                                 
16 See for instance Regeringskansliet, Läkemedel, bioteknik och medecinteknik – en del av det Innovativa 
Sverige, Näringsdepartementet, december 2005 or Vinnova, Vinnovas activities within Biotechnology, 
Information VI 2005:7 
17 Uppsala Nya Tidning, 2006-03-14 och Sveriges Radio, Ekonomiekot, 2006-03-13, based on interviews with 
Tom Berggren, Swedish Private Equity & Venture Capital Association. 
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The average total cost for the process of getting one pharmaceutical 
product to market is 0,8 billon USD18.  
 

4.1.1.4 Research and Development 
 
The Biotech companies provide new technology that needs to be widely 
tested and fitted into an exact framework where they can be sold. In the 
case of drug development the average time from the first idea to a drug 
on the market is between 10 and 15 years. Diagnostics, have a shorter 
time to market. 
 
It is estimated that only 1 out of at least 5000 screened compounds is 
approved a new medicine. A significant number of potential drugs in 
development fail because of unacceptable animal toxicity19.  
 
The drug discovery process starts with a step where you look for diseases. 
You look for any medical condition that a patient may have that needs 
treatment. The search can be in form of reading scientific descriptions in 
medical journals, looking at new diagnosis classifications or simply talking 
to practitioners. As the medical science advances new medical conditions 
are understood and the biotech companies form an active part in the 
process of understanding this process. 
 
The Drug Discovery process can be divided into different divisions and 
sub-divisions (please, see picture 2 below.) The over-all yield in the 
process from a chemical interesting substance, which one chooses to 
continue with is very low. Each substance is tested according to its’ 
chemical and physical properties20.  
 
Following the Drug Discovery Process is the Drug Development process. 
This process is more defined and deals more with biological issues and 
toxicity in cells and animal models. The aim of the Drug Development 
process is to find suitable and non-toxic substances. If a substance fulfils 
the given criteria and show low toxicity it is named a Candidate Drug, CD. 
The CD is a well documented candidate that is the result of many years of 
research21. 
 
When assured that a given substance should not cause any harm to 
humans the process will go on with the clinical phase. This is when you 
test a substance in a group of persons. In the clinical phase the real 
outcome of the process will come out. The theories and perceptions of the 

                                                 
18 Charles Hedgecock, Biovitrum AB, quoted from a lecture in Drug Development at KTH 
19 J. Fred Pritchard et al , Making better drugs: Decision Gates in Non-clinical Drug development, Nature, July 
2003, 
20 Ibid 
21 Bleicher, Konrad H, Hit and Lead Generation: beyond high throughput screening, Nature, vol 2, May 2003 
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actions of a substance will be tested and analyzed for he first time as to 
the actual possibility to treat human medical conditions.  
 
The clinical phase consists of three parts, phase I, phase II and phase III. 
The first clinical study aims finding out if it is usable at all in human 
beings. The substance could show unwanted properties such as cardiac 
complaint or migraine. The following studies will then focus more narrowly 
on the medical condition applications. 
 

From drug discovery to successful launch 

• Disease 
• Drug Discovery • Pathogenesis 

 • Potential drug target 1% to pre-clinical 
• Validation of target 
• Screening, rational 

methods 
• Leads optimization 

• Drug Development • Animal models 
 • ADME 

0.1 % to clinical phase • Pharmacy 
• IND 
• Phase I 
• Phase II • Successful launch 
• Phase III 0.01 % 
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Picture 2 Drug discovery process 
 

4.1.1.5 Diversification 
 
The authors have a theory of our own. We believe that the possible ways 
of surviving on your own is linked to partnerships, selling other things 
than the main ideas while waiting for the mains to get to the market and 
other diversifications as you go along.   
 
We will ask the biotech companies in what way their activities today differ 
from their initial idea. This bears at our theory of diversification as a 
possibility to survive on your own. 
 

                                                 
22 Eugen Steiner, HealthCap, lecture in Drug Development at KTH 
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The questions we ask considering the activities of the company and who 
the client is bears mainly at understanding what kind of biotech company 
we are talking to. The questions concerning how they come up with new 
ideas and their vision of the future may help in assessing this too. 
 

4.1.2 Literature relevant for Business Administration 
 

4.1.2.1 The idea process: dominating ideas 
 
In research intensive companies, such as the Biotech business, in the long 
run the creation of dominant ideas is one of the major tasks. The ideas 
must correlate to the development and result in implementations that 
create value for the company. The ideas are dynamical and an important 
variable for the identity. The idea process is not always linear, actions 
creates new relations and artefacts that directs the attention to new 
possibilities. If the dominating ideas and the actions do not relate to the 
environmental development, the management team has not succeeded 
with the central idea creating process23. 
 

4.1.2.2 Business concept 
 
There are several components that influence the business concept, please 
see picture 424. One main component is the organisation’s market 
segment or niche. One main ingredient is the product system. It deals 
with products and everything the company sells. In the case of biotech 
this could be selling a description of a substance or selling a diagnostic 
tool. Some of the biotech companies sell directly to the customer and 
some sell to other companies in the business. Lastly, the organisation 
structure is of major importance. This includes resources, knowledge and 
staffing schedule.  
 
 
 

                                                 
23 Normann Richard, När kartan förändrar affärslandskapet, p 178 
24 Normann Richard, Skapande företagsledning 
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Picture 4 Components in the business idea 
 
The questions we ask in the interviews concerning the way the biotech 
companies’ work and how they come up with new ideas are mainly 
questions concerning formal parts of the organisational structure. The 
questions concerning what milestones they have encountered and the 
major obstacles concern what the organisation has learned during its 
existence, what they have achieved in terms of specific knowledge. This 
also bears at the organisational structure. The external characteristics of 
the Niche or market segment will be answered by the questions in the 
Biotech section. The questions concerning product system will also be 
covered by the questions in the Biotech section. However, we will analyze 
the answers to the niche and the product system in the light of the 
Business concept as well. 
 

4.1.2.3 Other relevant hypothesizes (NUTEK) 
 
According to NUTEK26 one of the most important factors for companies 
creating new products is an aggressive innovation strategy, i.e. a clear will 
to enhance product quality and expand to new markets.  
 
NUTEK also states that there are three factors that influence the 
possibilities of forming clusters and networking between companies27. 
These are: 

• Expectations concerning strong market growth, making later 
innovations more profitable than earlier innovations. 

• The companies in the cluster are not direct competitors 
• The probability for the companies to create innovations on 

their own is neither high nor low. A major part of the 

                                                 
25 compare Richard Normann, Skapande företagsledning, we redrew the model at p 44 in simpler form 
26 Tillväxtens drivkrafter 
27 Wigren, Anders mfl, Tillväxtens drivkrafter, NUTEK 2005:3 
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companies are actually trying to make a step forward not 
knowing how. 

 
We have asked the biotech companies for their products, future plans, 
motivations and their organisational features. These questions can provide 
information of their innovation strategy.  We also ask if they have 
received any external help or participate in clusters and networking.  
 

4.2 KNOWLEDGE, EMPIRICAL AND HERMENEUTICAL 
 
For the design of the thesis it’s important to have a defined manner, in 
which way the knowledge will be analyzed and interpreted. There are 
some differences between a social sciences thesis and a thesis in natural 
sciences. In a social science thesis the authors have more freedom to 
choose how they want to design their thesis in order to achieve desirable 
results.    
 
We will use the interviews as data and relate it to the presented theories. 
This represents a form of empirical and rather positivistic approach to 
knowledge. However, since biotechnology is so difficult to define and the 
companies in the sector are changing so rapidly, a statistical selection of 
companies is not really feasible on our limited period of time. This means 
that the selection of companies we actually made is of little value from a 
quantitatively oriented scientific approach.  
 
We wish to form a rather qualitative understanding of the subject. The 
theories we have found cover little of the areas we wish to explore. This 
means we have to try to keep our eyes open and not only see to the 
theories presented. These are the reasons why we chiefly use a more 
hermeneutical approach to the subject. This also means we try to form 
interpretations of the results we have achieved. 
 

4.3  SUMMARY OF THE INVESTIGATIVE MODEL 
 
In this section follows a description on how the empirical data was 
performed. The way the data is collected and analyzed affects the results. 
We tried to minimize the risks for errors and misunderstanding by having 
a dialogue with the interviewees before and after the interview took place.  
  
We ask all the companies for a general description of their company. They 
would then describe some simple facts such as the number of employees, 
the products they develop and sell and their sales. We ask the 
interviewees to describe the company’s development in several aspects. 
They were asked to make a description of their organisation and the way 
they work. We asked who their customer is today or in the future. Some 
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questions concerned the company’s experiences. Here we asked the 
companies surviving on their own to develop further their encountered 
obstacles classifying and describing how they overcame them. We asked 
the interviewees representing the companies on their way to survive on 
their own if it is important for them to manage their business on their own 
and if they think they have the resources to do so.  
 
We asked all the companies on their motivation for continuation. 
 
The companies on their way to survive on their own were also asked how 
they think the company looks like in ten years from now.  
 
All interviewees were asked questions concerning networks and clustering. 
 

4.4  CRITICAL ASPECTS OF THE METHOD 
 
In this section we discuss shortcomings that may be in the chosen method 
that could decrease the scientific value of this thesis. 
 
The thesis contains a definition of survival on your own that in the current 
work on the thesis has proved weak. This has shown in several interviews 
as a matter that currently needed clarification. Several of the interviewees 
provided us with their own interpretation of this concept.  
Another problem we faced was that some of the questions we asked 
always needed further explanation. The question on motivation was 
always divided into the motivation for the interviewee and the company in 
general. 
 
We did not write any question concerning the company’s marketing 
activities, however we realised in the first interview that this was a 
necessary question and so we asked all companies on this matter. Nor did 
we plan to ask all the interviewees about the importance of independence, 
however the first company we interviewed made it clear that this was very 
important, so we asked all the companies this.  
 
The method used in the thesis also contains an exclusion of companies in 
the medi-tech and other parts of the biotech sector. We only selected 
companies describing themselves as belonging to development of 
pharmaceuticals or diagnostics. This means we excluded many companies 
that could have contributed largely to the subject. To biotech companies 
in the other parts of the sector the method we used may prove lacking 
necessary components. 
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5 RESULTS 
 
 
This chapter summarizes in short the results from the interviews. This 
chapter contains information on when the interview took place and who 
was interviewed at each company (please, see table 1). For the complete 
results please, see appendix I.  
 
There were six companies that survive on their own and six companies 
that are well on their way.  
 
The first scheduled interview was postponed one week. We read the 
newspapers the days after the interview was postponed and discovered 
that the company just made an acquisition.  
 
 
Table 1 Interviews. 
Surviving on their own   

Mercodia Mr Erling Holmlund CEO 2nd May, A&A 

Phadia 
Mr Magnus 
Lundberg CEO 2nd May, A&A 

SBL Vaccines Mr Björn Sjöstrand CEO 3rd May, A&A 
Swedish 
Orphan 

Mr Bo Jesper 
Hansen  CEO 1st June, A&A 

Q-Med Mr Hans Nyctelius 
Chief Operating 
Officer 24th May, A & A 

Not yet surviving on their own   

Aerocrine 
Mr Thomas 
Almesjö CEO 11th May, A&A 

Affibody 
MrCarl-Johan 
Dalsgaard CEO 4th May, Ann 

Biolipox Mr Peter Hein CFO 15th May, A & A 

Karo Bio Mr Per Otteskog 
Senior Vice 
President 4th May, Ann 

Orexo Mr Zsolt Lavotha CEO 10th May, Ann 
 
Actually we were positively surprised at the ease we had to book 
interviews with the CEOs. All companies were very polite. However, one of 
the companies turned us down referring to the pressing schedule before 
the annual meeting. Another CEO seemed busy travelling around the 
world and had some difficulties squeezing in an interview. 
 
The interviews lasted from 30 minutes to 2 hours. We recorded all the 
interviews with a MP3 player and made notes during the interviews. The 
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MP3 player was a subject of conversation in several interviews. It served 
as an icebreaker. Size, technical features and performance were some 
frequent subjects. 
 
In appendix I you find summaries of the interviews, they vary from two 
three five pages per interview. 
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6 ANALYSIS  
 
 
In this chapter we compare the companies in groups searching for 
common denominators and differences. We also try to make clear if time 
can be a dimension of relevance for description of the biotech companies. 
Here we also use the theories in the reference model for description and 
comprehension of the companies. 
 

6.1 GROUPING AND INTRA EMPIRICAL COMPARISONS 
 
We will compare the groups of companies as well as the companies 
overall. They have some  
common traits and still they are specific to the company. Some of the 
interviewees are cited often and some more seldom. This could be 
explained by different aspects, some of the interviews took place late in 
the time schedule for this thesis. Some of the interviewees provided us 
with answers of more use in this thesis. The number of statements per 
company doesn’t have any correlation with the author’s preferences for a 
certain company.  
 

6.1.1 The companies who survive on their own 
 
The companies who survive on their own had some common features. 
 
The first feature is that they all wish to grow in terms of sales, products, 
skills and staffing. The wish to grow translates into strategies and actions 
such as new products and growing sales, management of new projects in 
R&D and active business intelligence. All the CEOs we have met in this 
group have a plan or a strategy that he willingly shares with us. Two of 
the CEOs have broad visions for the company’s future.  
 
An example of a company with a well defined strategy is Mercodia. Mr 
Holmlund at Mercodia says : “Mercodia has a five year plan. We will 
expand 20% in research. In production we will try to rationalize so there 
is no need to expand. R&D is not simple to rationalize. There is always 
need for more products. In year 2008 we will be 73 people in the 
building.” The plan is strictly defined and there are exact plans for how to 
hire new people and when.  
 
Mr Nyctelius at Q-med says that they have plans for how to expand and 
establish sales forces on new markets such as in Asia.  
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The second common feature is the importance they attach to external 
contacts. They state that networks are not important when we ask. Then 
they refer to networks in organised form, such as SwedenBio or EU-
networks. But all five come back to scientific networks and contacts with 
opinion leaders as very important. Adding, they mention the 
communication with the customers at the market. 
 
Mr Lundberg at Phadia says: “you should start talking to the right person, 
the opinion leader, in the correct manner.” Further Mr Lundberg talks 
about interest groups at the market in the US.  
 
The biotech survivors are companies that have little competition in their 
niche. The CEOs are more concerned with possible entrants than the 
present competition. They are unique today and have manoeuvred into 
this position. In the past making the company known among scientists 
and medical practitioners has been a problem. They still make hard efforts 
to penetrate their markets and become famous for their products and 
specific competencies.  
 
One example is SBL Vaccines who is world leader in oral vaccines against 
diarrhoeal diseases. In the Nordic counties they are a leading distributor 
of vaccines. They also sell other companies’ vaccines as a distributor. 
 

6.1.2 The companies who are on the way to survive on 
 their own 

 
Several of these companies have a common feature in a recent change in 
strategy. They may recently have changed pace in activities too. This 
would mean they recently started to focus harder on getting the ideas into 
market or getting new versions of the product to the market. Several of 
them have chosen to direct their efforts towards a specific area. They 
have placed themselves or are trying to place themselves in a niche 
position looking for specific applications or treatments. They all wish to 
have some marketing capacities of their own and products on a market 
where the medical care is the customer. 
 
One example is Karo Bio who is making a forward integration. They have 
systematically rebuilt the organisation. They have been building some 
competences and diminishing others. The change has been significant, Mr 
Otteskog says. It is important to be independent for Karo Bio. But the 
independence is illusive. Karo Bio is dependent on the company’s 
stockholders for making new issues of shares. The stockholders have to 
like what the company is up to, and think they are doing good things. 
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Another example is Affibody who began as a platform-based company. 
Today they have focused a lot. They cannot do everything, and nobody 
wishes to finance them making everything Mr Dalsgaard says.  
 
Orexo is an example of a company who changed pace dramatically after 
changing of the board in 2003 when people with great experience from 
the Pharmaceutical business joined the board. It’s important to structure 
the business with strategies. It’s not enough with a brilliant idea Mr 
Lavotha emphasises.  
 
They are all keen on external contacts and mention scientific networks 
and opinion leaders as vital to their possibilities do develop products.  
 
Aerocrine could handpick skilled people from Pharmacia that were and still 
are very important for Aerocrine’s global network. 
 
Several of them mentioned that being dependent on external financing 
makes them dependant on other persons. They have to convince 
stockholders or other venture capitalists that the company is based on 
sound ideas. However they seem convinced this is not really a problem 
since the company they run is well managed and have sound ideas. 
 
Mr Dalsgaard at Affibody doesn’t think financing will be a problem, 
Affibody is a good company. What will have to be done is to continue to 
develop the products and convince financial bodies to go with the 
company. 
 
These companies have a will to survive and continue their operations. 
However, some of them do not think that handling all issues have to be 
done within the company. Outsourcing is used by some of the companies 
on their way to become survivors.  
 
Instead of hire all personnel Aerocrine uses outsourcing for development 
and production. Another example is Biolipox, Mr Hein says: “Biolipox is 
working with outsourcing especially in the chemical area. This is due to 
the fact that the owners wish them to have this approach. Biolipox works 
with different CROs, contract organisations mainly in the chemical 
division.Continuing and reaching the market is important to them. Others 
are growing rapidly and try to balance the growth to be able to control the 
development of the business.  
 

6.1.3 Overall comparison  
 
All the companies we have interviewed are unique. They have a specific 
relation to their role and mission. Some are driven by humanitarian 
concerns; they wish to improve the health status in the world. Others 
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have more modest missions such as providing better diagnostic tools. 
However they all understand the importance of their own role and the 
necessity to contribute to better medical care for patients. 
 
SBL is an example of a company that wishes to improve the global health. 
Mr Sjötrand states that protecting against cholera, especially among 
children is a major task to SBL. It should be a standard procedure in the 
third world. 
 
The companies concerned are all aware of the demands from the market. 
The survivors seem to have a more specific knowledge of reimbursement, 
remuneration systems and financial conditions for selling a product to the 
medical care in different countries.  
 
According to Mr Lundberg at Phadia you need a business model when 
selling to the primary care. You sell per test, or per achieved result. This 
will then form a part of the reimbursement or medical financing system. 
 
All the companies agree concerning the importance of the owners 
influence and the scientific networks and the extremely important role 
opinion leaders’ play. 
 
The most important contacts for many of the companies come from the 
owners. According to Mr Dalsgaard at Affibody they bring big networks to 
the reach of Affibody and they are useful for heading forward. Scientific 
networks such as connections to KTH or Karolinska are very useful too. Mr 
Hein at Biolipox says that they know all people of interest to know in the 
financing area of biotech companies and they contribute with useful 
contacts.  
Mr Nyctelius at Q-med emphasises that the owner and founder Mr Ågerup 
is important for creating a good reputation throughout the world.  
 
To some of the CEOs we interviewed independence in the past has been 
important to the company’s development, but it is not of major 
importance in the future. SBL Vaccines, Aerocrine and Orexo share this 
view. Other CEOs state clearly that independence is of vital importance to 
them. Swedish Orphan, Phadia, Q-med and Mercodia belong to this group. 
Another company, Affibody, think as a base case they will continue on 
their own. 
 

6.2 EMPIRICAL TO REFERENCE FRAMEWORK 
 
This chapter aims at describing the biotech sector taking as a starting 
point the results from the performed interviews. We will give a description 
of the biotech sector. Further we will test the relevance of our own theory 
of diversification and give a description of the business concept, including 
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products and organisational structure. We will also state their dominating 
ideas and describe how what ideas that are dominating in the companies. 
This will serve as the knowledge platform to be developed in the 
conclusion.  
 

6.2.1 Biotech  
 
Table 2 Biotech questions 
 
Company Products Customer Niche today Expansion way 
Mercodia Diagnostic 

products 
Research scientists Diagnosis of 

diabetes 
Penetrate the market 
and expand to 
cardiovascular and 
obesity 

Phadia Diagnostic 
products 

Clinical labs and 
medical 
practitioners 

Diagnosis of 
allergies 

Penetrate the market 
and create a 
respiratory portfolio 

SBL 
Vaccines 

Vaccines and 
niche 
pharmaceuticals 

Vaccination 
centres, primary 
care and medical 
specialists 

Vaccine 
against ETEC 
and cholera 

Create a diarrhoeal 
treatment field  

Swedish 
Orphan 

Orphan drugs 
(90%), other 
drugs (10%) 

Specialist 
medicines 

Orphan 
Drugs 

Expand to new 
markets 

Q-med Esthetical and 
pharmaceuticals 

Private doctors, 
dermatologists, 
nurses 

Esthetical 
products  

Expand to new niche 
markets and 
geographical markets 
with own sale forces 

Aerocrine Diagnostic 
products 
asthma 

Medical specialists Medical 
specialists in 
asthma 

Primary care in 
general and self 
diagnostic 

Affibody Affibodies Research scientists 
and 
biotechnological 
production 

Biotechnolog
ical  

Create an imaging of 
specific tumours 

Biolipox Pharmaceutical Pharmaceutical 
industry 

Arachidonic 
acid 
inflammatory 
and pain 

To establish 
collaborations with big 
Pharma companies in 
inflammation and 
respiratory  

Karo Bio Pharmaceutical Pharmaceutical 
industry 

Metabolic 
diseases 
(Nuclear 
receptors) 

Target specialists in 
dyslipidemia with own 
sales force 

Orexo Ameliorating 
existing 
pharmaceutical 
treatment 

Speciality pharma 
industry and 
medical specialists 

Know-how 
on better 
treatment 

Focus on therapeutic 
area and penetrate 
market 
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The questions we asked to the companies concerning the company’s 
activities and who the customer is provided much interesting information 
concerning activities, field and scientific emphasis (please see table 2 
above). We could broadly state that they all have a precise scientific 
knowledge and that they are often directed towards a specific area of 
activities, or wish to come to this state soon. Biolipox, and Q-med have 
focused on an interesting substance. Others such as Mercodia has focused 
on a technique (ELISA) and Affibody who wishes to be pioneers on a new 
method to target cancer tumours and Phadia has focused on a special 
area, allergy.  
 
The customer is a person of some concern to the interviewed companies. 
They generally know who they wish to focus on: the patient, but they may 
have some difficulties trying to find out how to get the product to the 
benefit of the patient. However, we broadly noted who the customer is 
today, and how they earn their revenue. In the section where we analyze 
the business concept we will come back to the question of customers. As a 
general rule the customer is either the academia or medical practitioners 
that can be specialists or generalists. One example is a SBL vaccine who 
sells to vaccine centres.  
 
We asked the biotech about their new ideas. They answered that they 
come up with new ideas inside the organisation and via collaboration with 
scientists. Some companies have an established collaboration form and 
others ask for ideas as questions turn up. Several of the companies get 
spontaneous proposals from scientists. The companies who have a market 
organisation of some kind also say that several new proposals come from 
them. For example Orexo’s collaboration with clinical pharmacologists at 
international universities are important to come up with new ideas. They 
come up with at least three products for Orexo every year to refine.  
 
The biotech companies we have talked to have different approaches to the 
future. Some of them have broad visions and others are a bit more 
modest. However they all have a vision of their future and they are all 
able to tell something about the products and science they wish to 
perform. Two of the companies have an explicit ambition to be an 
integrated Swedish pharma company, Biolipox and Orexo.  
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6.2.2 Our theory of diversification 
 
In the past Aerocrine, Q-med, Phadia and Biolipox are companies that all 
have focused on their area and followed the same track as in the 
beginning. Orexo and Mercodia have enlarged their portfolio and product 
development area as time passed by. Affibody and Karo Bio have gone 
from platform companies to specialist companies focusing in a particular 
area.  
 
Affibody’s activities today differ from their initial idea. In the beginning 
they had several projects and then came a time when they chose one or 
two to continue with. It is necessary to decide what to focus on among 
several interesting projects. According to Mr Dalsgaard at Affibody nobody 
wants to finance a platform company today that wants to make 
everything. “You need to focus on something that makes you unique“, Mr 
Dalsgaard says. 
 
For the future some of the companies have another approach.  Aerocrine 
and Mercodia will continue in the same way. Q-med, Phadia, Biolipox and 
Orexo aims to enlarge their business area. Biolipox are opportunistic and 
wants to add interesting projects as they move along. Affibody and Karo 
Bio will stay in their position.  
 

6.2.3 Business concept 
 

6.2.3.1 Product system 
 
It’s difficult to define a product system for the companies who don’t have 
any products within the main area on the market yet. These are Affibody, 
Karo Bio, and Biolipox. Although Affibody have some products on the 
market they are not in their main area. Today Affibody sells products for 
protein purification and not for cancer imaging. Karo Bio has concluded 
many agreements on collaboration for pharmaceutical projects, but none 
has reached the market so far. They still develop drugs and try to sell to 
the pharmaceutical industry but they will also try to build an own market 
organisation in the future. Biolipox is also aiming to be an integrated 
pharma in the future. In some years when they hopefully have a product 
on the market they will start to build their own sales force.  
 
Phadia, Mercodia, Orexo, Swedish Orphan, Aerocrine and SBL Vaccine all 
sell products. In the future Aerocrine wishes to change targeted customer 
from medical specialist to the primary care, or ideally the patient. Phadia 
is also changing customer focus from the clinical labs to medical 
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practitioners. Orexo on the other hand sells mainly to the specialist care 
and wants to further penetrate the market. Mercodia wants to keep their 
customers and increase their market share. SBL Vaccine wants to keep 
the same customers but with increasing market shares.  
 
In product development Aerocrine and Phadia both focuses on ways to 
refine their products, to make them smaller and easier to use. Q-med 
aims at keeping their position in the technical applications of NASHA while 
simultaneously build a technical competence around another technical 
platform.  
 

6.2.3.2 Organisational structure 
 
It seems like a majority of the companies have an organisational scheme 
(please see table 3 below.) When asked during the interviews they all 
draw their scheme on the whiteboard or give us a copy of their scheme 
except Aerocrine. According to Mr Almesjö at Aerocrine they will create a 
formal scheme before launching in the US due to regulations. Mr Hein at 
Biolipox is the only one who says that they have an organisation structure 
in matrix shape.  
 
We asked the respondents about decision making and the level of 
formality and there are large possibilities in many biotech companies for 
informal decisions.  Many activities are run in project form and many of 
the respondents say that they have an organisation scheme in matrix 
shape.  
 
The usage of partnering and outsourcing is common, especially among the 
companies that are in their way to become survivors.  
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Table 3 Organisational structure 
 

Company Scheme 
Outsourcing, 
partnering etc. 

Temporal working 
groups and informal 
decisions 

Mercodia Yes No 
Possibilities for informal 
decisions 

Phadia Yes 
Idea generation 
collaboration Project groups 

SBL Vaccines Yes No 
Possibilities for informal 
decisions 

Swedish 
Orphan Yes 

Idea generation, 
partnering 

Project groups, no 
informal decisions  

Q-med Yes No Yes some 

Aerocrine 
No, not 
yet Yes, substantial 

Possibilities for informal 
decisions 

Affibody Yes 
Partnering 
limited amount 

Large possibilities for 
informal decisions 

Biolipox Yes 
CROs in several 
phases 

One responsible project 
leader for all projects. 
Informal decisions.  

Karo Bio Yes 

Partnering in 
late stage 
projects 

Scientific Advisory 
Boards and possibilities 
for informal decisions 

Orexo Yes Partnering  

Several temporary 
working groups and 
possibilities for informal 
decisions 

 

6.2.3.3 Milestones encountered 
 
The survivors often encountered milestones concerning their degree of 
independence. According to Mr Lundberg at Phadia one important 
milestone was when Phaida In 2004 became a privately owned company. 
Phadia went from the stepdaughter in the pharmaceutical family to 
become an independent company. To bee independent has several 
advantages and it gives shorter decision ways. The same is true for SBL 
Vaccines who made efficiency-enhancing steps when they went from a 
state owned to a private company. Mercodia has always fought for their 
independence and milestones have involved obvious signs of expansion 
leading to new larger buildings for the company.  
 
 
The companies that belong to the other group encountered other 
milestones. They mainly concerned collaborations and licensing’s. One 
example is Biolipox and the German Pharma company Boehringer 
Ingelheim (one of the world’s leading pharmaceutical companies). They 
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announced that they had agreed to a research and licensing collaboration 
in November 2005. Perhaps the most important thing with such 
collaboration is that it is an acknowledgement for Biolipox’s research and 
strategy to combine scientific skills with development competence. The 
agreement with BI is also important as it is a strong global partner with 
resources and expertise in the inflammatory area.  
 

6.2.3.4 Major obstacles 
 
A general obstacle for the research intensive companies (especially among 
those who are not survivors yet) is to commence to sell and to have some 
kind of revenue at an early stage. The financing matter is also a bottle 
neck for all venture capitalised companies. Mr Almesjö at Aerocrine says 
that their 14 financing rounds have taken a lot of energy.  
 
There are also difficulties to implement new products in the medical care, 
there is slow acceptance for new technologies. This is due to the fact that 
the medical care is under economical pressure to keep costs at a low 
level.  
 
Mr Otteskog at Karo Bio puts it another way. He says that they try to 
convince the stock market that they are doing sound and reasonable 
things as they are a public company. Mr Holmlund at Mercodia gives an 
interesting aspect of the financing, you should not receive too much 
money from the outside that makes you to not reflect on your spending.  
 
General, although necessary obstacles are the regulatory affairs correlated 
with different associations such as FDA , QSR, ISO 9000 whom cost a lot 
in terms of financial resources and time. 
 

6.2.3.5 What the organisation has learned during its existence 
 
For the survivors there were some lessons learned in the beginning. Mr 
Holmlund at Mercodia says that it was difficult to sell products in the 
beginning, before the company was established. Phadia has learned that 
since the pharmaceutical market is very political especially in USA, it’s 
important to talk to people with influence in the right order and to have 
good contacts with opinion leaders. Mr Sjöstrand at SBL Vaccines says 
that they learned to be more effective in the production facilities 
Infrastructural costs are important in the pharmaceutical industry. If you 
run your production facilities with high rate of non productive time you will 
have losses.   
 
The companies not yet surviving on their own has learned a lot about 
what a product portfolio should look like, and what they should avoid 
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Mr Dalsgaard at Affibody says that they’ve learned to adapt to the 
environments demand. In the beginning they raised money for the most 
interesting deal in Europe, a company with a large platform. Today you 
need to have products to sell and to be able to do so you need to focus. 
The necessarily to focus has been a major question to Affibody. You can’t 
do all of the things that are challenging and interesting.  
 
Mr Otteskog at Karo Bio emphasize that you should choose sound 
projects. So you need good ideas, and concepts for treatment of patients 
and good support from leading specialists in the field. This will make your 
projects survive. Another way of working is to have a broad project 
portfolio, so the company isn’t depending on only one product or platform. 
Also Mr Lavotha at Orexo states that it’s important to have a diversified 
product portfolio, and that there are a lot benefits to take advantage of 
when you are working with refinement of already existing compounds.  
 

6.2.3.6 Niche market segment  
 
Table 4 Market position and knowledge 
Company Geographical 

Markets 
Customer Sales channels Market know-

ledge on sales 
Mercodia Europe, US.  Research 

scientists 
Own sales and 
distributors.  

Establishing 

Phadia Europe, US, 
Japan (biggest 
market).  

Clinical labs and 
medical 
practitioners 

Own market 
companies 

Good 

SBL Vaccines Worldwide Vaccination 
centres and 
medical 
practitioners. 

Distributors, own 
market company 
for the Nordic 
countries  

Good in the 
Nordic 
countries, 
learning abroad 

Swedish 
Orphan 

Europe, Japan Medical specialists Own market 
companies 

Good 

Q-med Worldwide Dermatologists, 
plastic surgeon 
and nurses 

Own market 
companies 

Good 

Aerocrine Europe and 
US  

Medical specialist Distributors  Learning 

Affibody Worldwide Research 
scientists and 
biotechnological 
production 

Partners, 
distributors and 
internet 
catalogue 

Learning 

Biolipox Europe, US Medical specialists Partners, 
distributors 

Will learn 

Karo Bio Only partner 
collaboration 

Pharmaceutical 
industry 

None Will learn 

Orexo Europe, US  Sales to 
specialized 
Pharma.companies 

Partners  Good on 
existing 
products.  
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We think that all companies are in a defined niche (please, view table 4.)  
 
All the survivors have their own sale forces on their most important 
market, they also have rather good knowledge on marketing and sales 
activities. Phadia is in the niche of diagnosis of allergy. Mercodia is in the 
niche of diagnosis with a specially method, ELISA available for different 
substances. There are different types of ELISA depending on the 
application. SBL vaccine is in the niche of diarrhoeal vaccines. The market 
is of two kinds one that deals with tourist illness, ETEC and one that deals 
with more severe diseases, such as cholera among children in the third 
world. Q-med is in the lucrative esthetical business and with some 
activeities in medical applications. Lastly, Swedish Orphan is operating in 
the area of orphan drugs.  
 
A characteristic feature among the companies on their way to become 
survivors is that they have partners and distributors as sales channels. 
Aerocrine is in the area of diagnostics of asthma. Orexo is in the area of 
product refinement, specialized on how to improve existing medical 
treatments. Karo Bio is in the area of nuclear receptors and metabolic 
diseases such as diabetes. Affibody is in the area of tumour imaging, 
using molecules with high affinity to receptors at the tumour. In the area 
of pain and inflammatory diseases you find Biolipox. 
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6.2.4 Dominating ideas 
 
Table 5 Ideas, generation, choices and motivations in the company 
Company Type of  ideas Source of ideas Motivation 

factors 
Criteria for 
selection of 
ideas 

Mercodia Development of 
diagnostics 

In-house, scientific 
articles, market 
intelligence and 
scientists proposals  

Unique company Increase 
number of 
products for 
sale 

Phadia Product 
development 
and refinement 

In-house, 
acquisitions, and 
market companies 

Interest in 
allergy and 
excellent 
knowledge in the 
field 

Target patient 
need 

SBL 
Vaccines 

Research and 
development 
for new 
vaccines.  

In-house, academia 
ideas,  market 
demand 

Contribute to a 
healthier world 

In-house, 
diarrhoeal, 
new products 

Swedish 
Orphan 

Product 
development of 
Orphan Drugs 

In-house, 
collaboration with 
academia 

Unique 
company, 
creating value 
for its customers 

To target 
patient need 

Q-med New 
applications or 
a new 
technological 
platform 

In  house, 
increasing 
collaboration with 
academia 

To create an 
integrated 
company 

Target patient 
need.  

Aerocrine Product 
development 

In-house, academic 
collaboration 

Interesting 
applications 

Improvement 
of the existing 
apparatus.  

Affibody Develop 
affibodies for 
the future 
product 

In-house and 
academic 
collaboration 

Unique, new 
medical 
application 

Fit the new 
strategy 

Biolipox New 
pharmaceuticals 

In house, academic 
collaboration  

To create an 
integrated 
Pharma 
company  

Target patient 
need 

Karo Bio New 
pharmaceuticals 

In-house, academic 
collaboration, 
scientific advisory 
board 

Good innovative 
treatment 

Fit the new 
strategy 

Orexo Refinement of 
well 
documented 
substances 

Contacts in 
pharmaceutical 
industry, 
collaboration with 
academia and in - 
house 

To create a 
complete 
Pharmaceutical 
company 

To create 
value 
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In table 5 we have listed the idea and how ideas are processed in the 
participating companies. The elements entailed are the type of ideas the 
company generate or scout for in order to develop their products. All the 
companies use a combination of in-house idea generation and 
collaboration with academia. Several of the biotech companies that 
survive on their own use their contacts in form of sales representatives as 
source of ideas. 
 
In the biotech companies we interviewed the factors that motivate the 
staff to go with their business can be categorized into three groups: 
strategic, technical and humanitarian emphasis. The companies that are 
motivated in a strategic manner emphasize the company’s position, often 
as being a unique company. Others emphasize the possibility for the 
company to become an integrated pharmaceutical company in the future. 
This differs from the companies mainly interested in the technical 
possibilities in the company. Here we find companies who see the medical 
possibilities and the technique to be a great motivation. Several of the 
companies also state that the humanitarian aspect of the treatment is 
very important.  
 
SBL Vaccines is the only company stating that the humanitarian values is 
the most motivating factor, but several other companies state this as a 
very important factor as well. Swedish Orphan even says they receive 
letters from patients where they express their gratitude towards the 
company that provided a drug treating their medical condition.   
 
In two companies the selection of new ideas for products is mainly to 
increase the number of products for sale. In SBL vaccines, for instance, 
the dominating idea is to create new products. In two companies that 
have recently redirected their strategy the criterion is to fit the new 
strategy. 
 
In several of the companies we interviewed the respondents indicate that 
the patients need is the most important criterion for selection of new 
ideas.  
 
This analysis does not give any clear pattern for idea generation, 
motivation or selection within the biotech companies. The interviews show 
a diverse pattern of ideas and processes. 
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6.2.5 Aggressive will to expand 
 
A common feature among the interviewed is that they all want to expand, 
for some it’s important to do it in an autonomous way, for others it’s not 
significant to stay autonomous.  
Phadia is the most established of the companies and it’s well represented 
in Japan, US and Europe. Phadia has an aggressive strategy since they 
have a clear will to enhanced product quality and expand to new customer 
segments. They have well established worldwide sales forces. Swedish 
Orphan want to keep it’s position in their pharmaceutical field and 
increase their turnover and expand. Mr Hansen at Swedish Orphan says 
that they aim at launching two to three products every year. Q-med also 
has an aggressive strategy, and is on its way to be a worldwide 
established company; they focus to be better than its competitors. The 
focus is to be the best alternative compared other actors, but this doesn’t 
imply that it needs to be perfect in every way. They have plans for their 
expansion way and establishment of sales forces worldwide.  
 
The companies on their way to become survivors also have wills to 
expand. Aerocrine has plans on how to penetrate the market in USA which 
is one of the major markets for companies in the Pharmaceutical area.  
They have begun with some pre-launching activities on events. They have 
one person working primary with reimbursement questions. Orexo also 
wants to be an integrated Pharma company in the future, on the way they 
do a lot of research on who to sell to, and who it is possible to build a 
lasting collaboration with. The Pharma companies to sell to is chosen on a 
sales plan and market plan from the Pharma for the actual substance.  
 

6.2.6 Networks and clustering 
 
None of the companies interviewed have stated that the membership in a 
certain cluster or network is of major importance for the wealth of the 
company. However, all persons we have interviewed state that sales 
depend on contacts.  
 
Some of the persons we have interviewed where keen to know more 
about the thesis and which other companies that participated. There 
where others who didn’t seem interested in our selection of companies or 
the other interviewees.  
 
Networks such as EU-programs or sector associations are of minor 
importance to the companies, at least for the development of the 
company and its commercial relations. 
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A lot of the companies are active in promotion and pre-promotion 
activities such as participation at biotech conferences and congresses. 
According to Mr Holmlund at Mercodia they participate in 10 world wide 
congresses per year. The purpose is to meet Mercodia’s customer and 
have a dialogue to see if there is a demand for any new kind of products.  
 
Mr Nyctelius at Q-med says that the companies success relay on good 
entrepreneurship. The CEO Bengt Ågerup is very important for the 
business. He is both an idea generator and has a great global network due 
to his former carrier.  
 
SBL Vaccine participates in SwedenBio, Swedish Association of the 
Pharmaceutical Industry and at different life sciences conferences.  
 
It is clear to us that NUTEK’s theory on networks and clustering seems to 
be relevant for the companies we have interviewed. However we will 
formulate our understanding of the contacts importance further in the 
Interpretation.  
 

6.3 TIME AS A PATTERN 
 
In this chapter we will try to explain the different aspects of time, absolute 
and relative time and how these can be of great importance for biotech 
companies during there development.  

6.3.1 Absolute time 
 
Mr Otteskog at Karo Bio gave us an interesting description of the 
development in the Pharmaceutical industry. He said that the human 
genome project in the late 1990’s and early 2000’s provided many new 
targets for drug development. However many companies worked with 
these targets and now the easily reached targets are already addressed. 
This meant that the pharmaceutical industry scouted for promising drugs 
and bought even early projects during a limited period of time. 
 
Mr Hein at Biolipox told us that they had an accurate timing for their 
project in pain. The COX2 inhibitors, the most recent family of large pain 
treatment on the market, experienced vary hard times in 2004 and 2005 
due to severe side effects. Biolipox has a drug project for a substance in 
pain treatment that is more selective than the COX2 drugs. This provided 
an interesting possibility to make an out licensing agreement for Biolipox, 
although the drug is in research stage.  
 

6.3.2 Relative time 
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Companies develop in phases28, when you reach one stage you will go on 
for some time, and then pass on to the next stage. We can observe the 
phases here.  
 
In the first phase are companies such as Biolipox, and Karo Bio. They 
don’t have any products ready for the market yet. These companies have 
a clear vision and idea what to focus on and have resources to engage in 
the developing process.  
 
In the second phase you are continuing to develop your knowledge and 
development of your products. Here you find companies like Affibody, who 
are currently developing and zooming into their main research area.    
 
In the third phase where you are penetrating the market, building 
resources and creating an organisation which require a lot of financial 
resources, you find SBL Vaccines  
 
In the fourth phase is Phadia who are exploiting and establishing at their 
market where you reap the fruits of your efforts.  

                                                 
28 see Normann, Richard, Skapande företagsledning, p 59 
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7 INTERPRETATIONS AND RECOMMENDATIONS 
 
 
This chapter contains the author’s own interpretations and 
recommendations, built on their knowledge. It describes ways to go on 
and other ways to change, depending on the actual situation. There is a 
short description of all of the participating companies on their way to 
become what they have achieved today. We will make a grouping  

7.1 INTERPRETATION 
 
In this section we describe different aspects on how to go on with your 
business. By stating examples from the interviews we would like to show 
that there are different possible paths that could be suitable.  

7.1.1 Survival on your own 
 
When we asked the CEOs if they thought surviving on their own was 
important the answers differed a lot. We compared this to the answers we 
got concerning the motivations for them, as a CEO, to continue. Then we 
found that independence is important to many CEOs. So we think a strong 
motivation for a CEO can be to continue on your own. 
 
However, the CEOs answers reflect their situation taking care of the 
shareholders values. Since nobody knows if the shareholders will be better 
off if the company is continuing on their own or sold to an industrial owner 
the question is difficult to answer. The CEOs who are aware of the 
possibility to be acquired by an industrial part and think this could one day 
be good for the shareholders would then answer that independence is not 
of vital importance. The CEOs who think being acquired would probably be 
bad for the shareholders answer that independence is vital to the 
company. 
 
Karo Bio provides an interesting point of view. The Senior Vice President 
sees independence as illusive as long as you are dependant on investors. 
We understand this as a manner of stating that as long as you have a 
burn rate there is a date set for the company’s possible liquidation. This 
provides no independence. 
 
Mercodia provided another interesting view on this. The CEO of Mercodia 
is a major shareholder. It is clear to us that his ambition to make the 
company independent refers to his possibilities to one day make plans for 
retirement. He clearly wishes to make everything for the company to be 
able to stand on its own feet and be independent of him. 
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Swedish Orphan wants to remain independent. The independence has 
many benefits and provides conditions necessary to make an IPO in the 
future.  
 
The will to go on and strive for a lasting company can be motivated by a 
will for the company to continue on its own in several senses. One would 
be not heavily dependent on its owners. Another sense would be 
independent of industrial groups.  
 
However, the understanding of survival on your own as being a company 
without industrial owners and having a positive cash-flow are 
encompassed as common denominators to most of our respondants. 
 

7.1.2 Adaptation to a changing environment 
 
We understand that the biotech companies have focused the company’s 
efforts in the past into a specific main area. When it’s comes to ways to 
expand the interviewed are more free within their limitations. Then the 
focus is to participate in activities that create value for the company. If 
the company was not focused in the beginning, it is today. Mr Otteskog at 
Karo Bio explained the development to us. We understood the 
development in this way: In the end of the 1990’s and beginning of 2000 
the pharmaceutical industry went looking for drug candidates that 
targeted newly discovered targets. The documentation of the human 
genome provided lots of new targets. Since then the pharmaceutical 
industry is not so keen to buy early stage research projects. They prefer 
late stage projects, or products already on the market. Some of the 
biotech companies are making a forward integration and try to avoid the 
exposure to dependence on large pharmaceutical groups. 
 
Yet other biotech companies have not changed their scope at all. Swedish 
Orphan has a mission to deliver orphan drugs to treat patients with rare 
diseases. This has been their mission since the first day and they have 
engaged on this route every since then. 
 
Q-med has focused on a certain biological acid important for its ability to 
bind water. This property Q-med has made use of for applications in 
mainly esthetical areas. Mr Nyctelius at Q-med says that they aim at 
keeping their position in the area of NASHA, but that another technical 
platform would be of great use in the future. Their expansion strategy 
focuses on markets where they have seen an interest for esthetical 
products.  
 
SBL Vaccine has done some adaptations to the environment after being a 
private owned company. Today the prices on vaccine in Sweden have 
dropped as a result of free competition. To meet the new circumstances 

 47



Surviving in Biotech by Own Means 
 

SBL can’t no longer make short series of vaccines like they did when there 
was monopoly. Today they have to make long series of products that are 
unique to SBL.  
 
For the sales and distribution channels it is evident that it’s important with  
Another common feature is that they all are very interested in the future 
and try to direct and handle the company’s development. The CEOs seem 
to spend a considerable amount of time and effort on these issues. These 
include competitor analysis and scouting for companies to acquire and due 
intelligence issues. This deals with the companies’ market segments 
whereas it’s important to keep track of the competitors to guard your 
market position.  
 

7.1.3 Establishment of contacts 
 
Since none of the companies interviewed have stated that the 
membership in a certain cluster or network is of major importance to 
them you may think that they doesn’t matter to biotech companies.  
 
However when we go on to ask about other issues than networks, sales 
for instance, all persons we have interviewed state that contacts are very 
important. The essential contacts to the companies are built around 
academic collaborations and ownerships.  
 
This means that the networks work on a more subtle level, and arise from 
personal contacts among the employees. There seems to be an advantage 
to have a former career in a Pharma or biotech company since this implies 
that you have personal networks in the sector that can be useful for your 
new company.  
 
For the sales and distribution channels it is evident that it’s important with 
good networks and contacts with opinion leaders, especially in USA.  
 
The venture capital companies own a significant number of companies 
which implies that the biotech companies have about the same network. 
Many of the CEOs we have been speaking to emphasize that the owners 
such as Apax, HealthCap and SLS are important for their worldwide 
contacts. Via these contacts the biotech companies get information on 
their competitors and what the market needs. Some of the companies 
have outstanding leaders with a global carrier behind them and with an 
entrepreneurial spirit. Mr Ågerup at Q-med has worked globally before he 
started up his company. Mr Lundberg at Phadia has himself been working 
in the laboratory and has contacts among scientist.  
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7.1.4 Ideas motivate 
 
The biotech companies belong to a group of high-tech companies, their 
success are the result of a good idea. All companies share the belief that 
their mission is to target customer needs and to facilitate the every day 
life for their customer and patient. The dominating idea turned out to be 
an important motivation factor for the employees. In the interviewing 
process we realized that it is important to remain focused in the first years 
of the company. If you want to enter the pharmaceutical and diagnostics 
market you need to choose your niche in order to be considered as a 
reliable actor. 
 

7.1.5 Ways to survive on your own 
 
The companies we interviewed have used different ways to try to survive 
on their own. We will describe briefly the way we understand their way to 
survival. We will also give recommendations to the reader concerning the 
possibilities to copy the route, but this is included in the chapter for 
discussions and recommendations. 
 

7.1.5.1 Mercodia  
The company made a very small start mainly financed by the owner 
himself Mr Holmlund. Starting off they sold services and made product 
development in a different manner than their business concept indicated. 
Then they made an exhibition and travelled around. The activities made 
good pace after solving a Belgian scientists’ needs and got very good 
recommendations from him. Buying a product from Phadia made them 
more visible, although sales quickly dropped. As those sales dropped their 
own products made good sales numbers. Growth and expansion came. 
Mercodia is today a quickly growing company with very well kept finances. 
They have detailed plans on how to expand further. 
 

7.1.5.2 Phadia 
This is an old business in a new form. Phadia started in the 1970’s as a 
division of Pharmacia. They were treated as an odd activity for a long 
time. However they established a good business. They convinced Pfizer, 
acquirer of Pharmacia in 2003, to sell Phadia. After an initial period they 
are making good business. Phadia seems to work well. Phadia knows a lot 
about their customers and the markets they face. This knowledge is used 
to strive ahead. 
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7.1.5.3 SBL Vaccines 
Once state-owned, then sold to Active Biotech this company has changed 
into an interesting survivor. Active sold them to PowderJect and they sold 
SBL Vaccines in a management buyout. They chose to focus heavily on 
Ducoral, their best product, and the Nordic countries, their best 
geographical market. Building the company took some heavy years and 
difficult decisions. Today they have well kept financials and are expanding 
in a controlled way. SBL Vaccines are getting good use of their strong 
brand and their excellent network. 
 

7.1.5.4 Swedish Orphan 
The company made a quite small start built on a brilliant idea. The 
company concentrates on orphan drugs without any limitation concerning 
medical field. They are successful and were the first company in their 
niche. Today they have a well-known brand. They have own sales forces 
in the countries where they are established.  
 

7.1.5.5 Q-med 
The company started as a small company by the entrepreneur and owner 
Mr Ågerup. They have travelled a long way so far and they haven’t 
encountered any obstacles. They focus on a natural occurring acid in 
humans and uses refinements of this for different medical applications. As 
people are getting more and more concerned about their appearance and 
wellbeing this is an interesting strategy. The treatment has to bee 
repeated with a certain frequency to achieve a long lasting result. Q-med 
has own sales forces around the world and is growing with high speed  
 

7.1.5.6 Areocrine 
The company started as a very small company for asthma diagnosis. 
Aerocrine has developed into a company with well established out-
sourcing capabilities and three generations of products. They are about to 
develop a fourth that would bring them to the primary care and homes of 
the patients. They are learning about market conditions and sales as they 
go along. Aerocrines focus is on one kind of product. It seems to come 
along well. 
 

7.1.5.7 Affibody 
They started as a company with a broad technical platform. They have 
been selling the affibodies for several applications for some time now. 
Affibody decided recently to focus on possible applications of their 
technique that would be unique and make a significant contribution to 
medical care. They chose imaging of specific tumours. Now Affibody is 
proceeding at high speed towards the new goal. 
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7.1.5.8 Biolipox 
They started as a spin-off from Karolinska Institutet where there has been 
great know-how about arachidonc acid, which is the basis for the products 
developed at Biolipox. They are interesting since they have many projects 
in the pre-clinical phase, but yet they have succeed to get a collaboration 
with Boehringer Ingelheim and where paid well. They are respected for their 
research and business structure in their niche.  
They have visions to become an integrated Pharma in the future and they try to 
copy ways taken by biotech companies in the USA. Biolipox had good financials 
in 2005 due to the affaire with BI, now they have to prove their substantial in the 
long run. 
 

7.1.5.9 Karo Bio 
A Swedish-American joint venture in the beginning, Karo Bio had several 
focuses and the activities were scattered. The company grew too fast in 
the 1980’s. Management made a buyout and cut severely in the 
organisation to only leave one area of activities. Scientific progress was 
made and Karo Bio made several big deals during a few years. Karo Bio is 
now rebuilding the organisation and choosing projects for a forward 
integration. They are focusing on orphan-like diseases and will build a 
marketing organisation of their own. 
 

7.1.5.10 Orexo 
The company started as an offspring from academia. A few scientists had 
a good idea for what became Diabact, Orexos product on the market 
today. However the founders didn’t make very fast progress and a change 
came after a few years. Pace was speeded up and new ideas were 
selected for other products. Then Orexos marketing began. Orexos focus 
on ameliorating existing drugs makes them able to choose projects with 
good market capacity and certain arrival at the market. Orexo grows 
today, perhaps even a bit extravagantly.  
 

7.2 USE TO OTHER INDUSTRIES 
 
During the work writing the thesis we noted that a description of possible 
ways to survive on your own in the Biotech sector seems to attract the 
interest of other high-tech sectors. Other sectors are interested to see if 
the used ways may be applied to their sector as well.  
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7.3  RECOMMENDATIONS 
In this section we give general recommendations if you wish to become a 
future survivor in the biotech sector. We have tried to make three main 
groups with different characteristics that we have distinguished among the 
ten companies in this survey. Depending on your business we have 
discerned some common traits and routes that have been engaged on and 
presumably would work for others.  
 
We have noticed that there are some main tracks that can be 
distinguished. We have chosen to call these three tracks MBO offspring, 
refinement of brilliant idea and lastly develop new medical application.  
 
If you are a MBO offspring you have been the subject to a MBO by the 
management or offspring from a larger Pharmaceutical or biotech 
company. The advantages for this type of company include the pool of 
scientific and business knowledge, and established products and market 
channels. This route might be good if you are one of the market leaders 
within your niche or have a great potential to become so. As you have 
products to sell financial resources are necessary to be able to further 
penetrate the market. If you don’t have potential to become or are a 
market leader today you should avoid this route.  
 
The second route to follow we have called, refinement of a brilliant idea. 
This route is suitable if you have a brilliant idea and have experience from 
working in the pharmaceutical or biotech industry. The advantages are 
that you are working with a well documented substance or method which 
lowers the development costs and that you hopefully have an essential 
network. This route should be good if you have worked in the industry 
with a certain method or project that you think have potential to be 
developed.  
 
The last way we have discerned is the one we call develop a new medical 
application. This is for those who are pioneers in their technical area and 
have great knowledge from the pharmaceutical and biotech sector. You 
have to have a strong belief in your idea, although you have to be 
prepared for steps backwards. This way is for those who don’t have well 
established technical solutions or applications. Engaging on this path is 
more risky than the previous ones, because you have to build technical 
knowledge, production facilities, networks and business intelligence from 
the commencement.  
 
After analyzing the answers form the interviews the authors have tried to 
make their own theory on the basis of their knowledge. The theory 
describes methods and important issues for companies within the biotech 
sector, these issues are related to the phase the companies are in and the 
overall wealth and market situation for the company. This is our theory: at 
an early stage it’s important to develop your technique in a field where 
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you are likely to become better than your competitors. You should strive 
for one or more early customers, preferably specialist or researchers in 
the field. An alternative is to interact with a possible future customer. 
Then you should build distribution channels for your products.  
 
When the company has chosen a niche and have a few customers other 
issues are becoming vital to the company’s development. One issue 
concerns the reimbursement aspects. You need to make sure that your 
products are encompassed. Try to augment your clientele to include also 
the primary care or medical practitioners if possible. This results in the 
necessity to build your own sales force. For long time growth you need to 
increase your turnover at a fast pace.  
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8 CONCLUSIONS 
 
 
This chapter contains the conclusions that we have drawn built on our 
empirical data, analysis and interpretation. 
 
During the process of writing the thesis we gradually realized that there is 
an extreme paucity of biotech companies who survive on their own. At the 
stage of selection we became well aware of the low number of companies 
that actually survive on their own. However there are companies who 
survive on their own and are performing very well such as Swedish 
Orphan and Q-med. Finally twelve companies were chosen, six who 
survive on their own and six on their way. Two of the asked CEOs couldn’t 
managed to squeeze in an interview, so in this final version ten companies 
serve as the empirical data for the thesis.  
 

8.1 DOMINATING IDEAS 
 
The biotech companies belong to a group of high-tech companies, their 
success are the result of a good idea. All companies share the belief that 
their mission is to target customer needs and to facilitate the every day 
life for their customer and patient. The dominating idea turned out to be 
an important motivation factor for the employees. In the interviewing 
process we realized that it is important to remain focused in the first years 
of the company. If you want to enter the pharmaceutical and diagnostics 
market you need to choose your niche in order to be considered as a 
reliable actor.  
 
Three of the companies who are survivors are the outcome of a brilliant 
idea of the founder, namely Mercodia, Swedish Orphan and Q-med. The 
founders all had worked in the pharmaceutical industry for several years 
before they decided to go on as own entrepreneurs.  
 
For the companies on their way to survive on their own it’s important to 
be determined and se your application area from the beginning. The ones 
who didn’t had a clear mission or focuses in the beginning, such as 
Affibody and Karo Bio have later been forced to decide what to focus on, 
in order to receive external capital.  
 
Time also affects the idea and how it’s accepted. Being venture capitalized 
you have to have an idea in line with the ventures capitalists interest, this 
interest varies over time. Some years ago you should be a platform based 
companies, today nobody wants to invest in a plat-formed based 
company. Time for launching activities could also be of great importance 
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depending on the competitors’ situation. Biolipox research milestones 
came when their competitors’ products were mistrusted about their 
medical benefits.  

8.2 BUSINESS CONCEPT 
 
There are high, risks associated with preclinical research. This is linked to 
the long research process. The interviews have shown that if you want to 
become a survivor relatively rapidly you should stick to product 
refinement or find a new application for a well documented substance or 
method. Some of the first ideas come from people working in the industry 
who wish to further develop a project. Instead of being ruled by the big 
Pharma company they started their own business.  
 
We found that if you are on your way to become a survivor it’s good to 
scout for a product that you could refine and sell while you are 
researching in your main field. When it comes to this product you sell it 
doesn’t have to fit the main pharmaceutical area. The purpose is to bring 
revenue to the company.  
 
All of the companies in this thesis have an organogram except one. Some 
companies have a matrix shaped, namely several of the survivors. They 
run many activities in project form. The companies on their way to 
become survivors have more or less developed organisational schemes.  
 
All the interviewees have showed a humble attitude towards their 
business. They are all learning new things every day concerning the sector 
and how to act to receive good results. There is a breaking point when 
you have to switch focus from research or development to marketing and 
sales. Many of the interviewees state the importance of adequate 
behaviour when it comes to the launching and marketing process. For 
some companies this means that there have to be some kind of 
reorganisation of the personnel to provide the company with more 
commercializing thoughts and ideas. You should build a contact network 
and have good relations with opinion leaders to increase your sale volume 
and penetrate the market.  
 

8.3 CLUSTERING AND PARTNERING 
 
The biotech and the pharmaceutical sector is one of the most rigorously 
regulated sectors there are. It’s not enough to have an excellent 
application, method or product. In order to generate long run revenues 
you need to collaborate with other big Pharma companies or sell your own 
products. For the companies who are on their way to survive on their own 
the owners, often venture capitalist provides the companies with useful 
contacts throughout the world.  
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It seems difficult to establish a new biotech company or product without 
these valuable contacts. When the company is shifting from a research 
intensive one, to a company commercializing its ideas it needs to have a 
well established network. The networks are on a subtle informal level, and 
rely on personal contacts.  
 
The survivors have a history where their existence is the result of either a 
MBO or a refinement of a brilliant idea. These interviews have shown that 
the founders of such a company have years of experiences from the 
pharmaceutical industry. We think that it would be very difficult for 
persons who haven’t been in the industry to build a surviving company. 
However with some help from powerful experienced people that would be 
possible.  
 
Companies on the way to survive on their own are using outsourcing as an 
important tool. 
 

8.4 SURVIVAL ON YOUR OWN 
 
We have asked the biotech companies if they think that surviving on their 
own is important to them. The answers we received differed a lot. We 
interpret their answers as reflecting their situation as CEOs or having 
other high ranks in the company. This means thay are responsible for the 
value of the company. If the interviewee thought that the value to the 
shareholders could benefit from an acquisition, the interviewee would be 
open for this option, whereas he would answer in the opposite way if he 
thought that value may be destroyed in an acquisition. 
 
During the work writing the thesis we have encountered several ways to 
interpret what survival on your own can mean. To some biotech 
companies it can mean independence in relation to the owners, to others 
is can mean independence from industrial owners. 
 
We have concluded that survival on your own usually encompasses an 
understanding of a company without industrial owners and having a 
positive cash flow. 
 

8.5 WAYS TO ENGAGE ON TO BECOME A SURVIVOR  
 
While writing this thesis we have found three main groups that stand out. 
These contribute with an inductive aspect of this work. The three groups 
are Management buy out offspring, refinement of a brilliant idea and to 
develop a new medical application. The empirical data have proved that 
these main ways could work as routes to engage on in the biotech sector.  
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MBO offspring is most likely to be a successful way if you are market 
dominating in your niche. The advantages include technical and business 
skills among the employees as well as established market channels. This 
route has been the successful way for SBL Vaccines and Phadia, two of the 
survivors.  
 
On the other hand if you make a refinement of a brilliant idea you 
presumably are ahead or well aware of the competitors. Choosing an 
already documented substance lowers the risks linked to the R&D process 
and shortens the time before launch. Q-med, Swedish Orphan and 
Mercodia have been occupied with this route and the outcome has been 
successful.  
 
Developing a new medical application is a way that has been distinguished 
among the companies with great potential to become survivors in the 
future. A new medical application means that there are fewer early 
competitors and it also increases the risks, as there are no documented 
useable research. Examples of companies occupying this route are 
Affibody and Aerocrine.  
 
However these are presumably not the only possible ways to be occupied 
with. The authors believe that due to the diversity in the biotech sector 
and the limited number of companies in this thesis there are probably 
other possible ways to engage on that would lead to a wealthy biotech 
company as well.  
 

8.6 THE WILL TO EXPAND 
 
NUTEK states that it’s important for companies creating new products to 
have the ambition and will to grow. NUTEK calls this feature an aggressive 
innovation strategy, i.e. a clear will to enhance product quality and 
expand to new markets. We have noticed that all of the interviewed 
companies have visions on their expansion pattern and milestones, this 
counts for both the survivors and the upcoming survivors. The survivors 
have more detailed plans on how to penetrate the market and increase 
their market shares.  
 
We think that the companies who don’t have an aggressive innovation 
strategy will be sorted out. They could be acquired by a competitor or 
excluded in another way. The companies in this thesis prove a reliable 
aggressive innovation theory. The empirical data fits NUTEK’s theory.  We 
have been convinced that if there is a will to survive in the biotech sector 
there is a way.  
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APPENDIX 
 
 
Questionnaire to Biotech companies that survive on their 
own 
 
 
1. Which are your company’s activities? 
Facts: Age 
 Employees 
 Products 
 Sales 
 
2. In what way does the first idea differ from your activities today? 
 
3. How do you come up with new ideas and how do you renew them? 
 
4. How do you work?  
 Do you have role definitions and responsibilities? 
 
5. Who is your customer?  
 Who is the first degree customer and who is the final customer? 
 
6. What events would you describe as important milestones in the 
company’s history? 
 
7. Which major obstacles have you encountered?  
 Can you classify them?  
 How did you overcome them? 
 
8. Have you received any external help?  
 Do you belong to any networks or clusters? 
 
9. What motivates you to continue your business? 
 
10. What’s your view of the future? 
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Questionnaire to Biotech companies on their way to 
survive on their own 
 
 
1. Which are your company’s activities? 
Facts: Age 
 Employees 
 Products 
 Sales 
 
2. In what way does the first idea differ from your activities today? 
 
3. How do you come up with new ideas and how do you renew them? 
 
4. Do you wish to continue to manage your business on your own? 
 Do you think you have the necessary skills and resources to do so? 
 
5. How do you work?  
 Do you have role definitions and responsibilities? 
 
6. Who is your future customer?  
  
7. Which major obstacles have you encountered?  
 
8. Have you received any external help?  
 Do you belong to any networks or clusters? 
 
9. What motivates you to continue your business today? 
 
10. What’s your view of the future? 
 
11. What does the company look like in ten years from now? 
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Mercodia 2nd May 2006 CEO Mr Erling Holmlund 
 
Age: 15 years, started in 2nd May1991 (Anniversary at interview!) 
 
Employees: 42 Uppsala, 3 USA, sales in US 
 
Products: Diagnostic products: Cardiovascular, obesity and diabetes. Diabetes is 
the major market today. Mercodia started in this field. The fields are attached 
intimately. 
 
Customers: researchers at university hospitals, universities and pharmaceutical 
industry. Some projects are clinical studies. Primary target: researchers. They 
use our products in their research.  
 
What was the first idea, and what has changed along the way? Mercodia 
today is very close to the original idea. What happened was that Mr Holmlund 
had been trying to start a company for some time, but the colleagues were not 
so keen. Finally he asked some of the persons reporting to him at Pharmacia, 
and they agreed. In 1991 the bank crisis in Sweden provided possibilities to 
borrow only modest amounts, 200 000 SEK. Mr Holmlund had to rethink the 
business model, and so he worked as a consultant in the beginning, and the 
others worked with developing a product for another company, Wallac.  
 
A major issue in the beginning was to make Mercodia known among scientists. 
The start was an exhibition Mercodia used when travelling around. To enter in 
Sweden was difficult. But a researcher in Belgium was very pleased as they had 
solved a problem for him. This constituted a breakthrough for the Belgian 
scientist. After this event a Swedish professor called and asked to join the 
project. This is how Mercodia started in Sweden. At this time the scientist were 
told to trust Mercodia. They could not know if the company would continue to 
exist for any length of time, but still they trusted Mercodia as a partner in a 
clinical project.  
 
Sales: In the beginning we sold through distributors, but through the Swedish 
entrance into the European Union, we sell directly to the European countries, and 
we have some distributors left. Approximately half the sales come from 
distributors and the other half from Mercodia’s own sales efforts. We have 
persons here who talk French and German and are responsible for these 
markets. We participate in congresses, 10 approximately worldwide. Then we 
participate in satellite congresses, a form of follow-up to big congresses. There 
you encounter the scientists only, no medical practitioners. We only participate 
and make acquaintance with the scientists. We do not have any selling activities 
at the satellite meetings. But the effect of getting to know the scientists is rather 
effective. We talk to well – known scientists at these meetings as well. 
 
New ideas in Mercodia: we are interested in everything in the area of 
cardiovascular, obesity and diabetes.  
 
Mercodia scrutinize scientific articles. The American consultant is looking for 
interesting new possibilities. The company has many interesting ideas. The 
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market people provide a list of proposals and Mercodia receives lots of proposals 
from scientists. 
 
Organisational structure: There is an organisational scheme. Mr Holmlund 
makes a copy of his schedule and gives to us for the thesis. The major boxes 
contain the CEO, Economy, Q-manager, R&D, Production, Market and Executive 
vice president. Then there is Mr Holmlund, who occupies a special role. He is a 
consultant for the market in the USA. The organisation is built in three levels. 
The organisational scheme will be adapted as Mercodia expands. Further levels 
and boxes will be added.  
 
Expansion planned: Mercodia has a five year plan. They  will expand 20% in 
research. In production Mercodia try to rationalize so there is no need to expand. 
R&D is not simple to rationalize. There is always need for more products. In year 
2008 Mr Holmlund says that they will be 73 in the building.  
 
Financial:  The earnings have successively increased since the first year. The 
earnings will continue at 15 – 20 % of turnover. There is no need for higher 
earnings than that. More of the surplus will be reinvested in the company.  
 
10% of free capital is the share dividend today.  
 
All R&D is cost at the P&L. So Mercodia can risk making difficult things. 
 
Major events and milestones: There is a list at the wall in the corridor. There 
are also financial facts for the company described at the same wall. 
 
In the beginning Mr Holmlund had to work as a consultant, to gain money and 
the others developed products. They were two persons developing products. 
They developed 4 products for Walack in Finland. Then Mercodia bought 3-4 
products from Pharmacia Diagnostics. Those products only lasted for a short 
while. However this helped in forming a name for Mercodia, but the products did 
not continue for any long, so it was not what they planned.  
 
1996 The diabetes package was launched.  
 
2001 Mercodia moved to a new building. Here there are better facilities, this is a 
modern building. Everything was left everything behind. The better economy 
enabled the move. 
 
2005 Mercodia expanded to occupy the rest of the building. 
 
Today Mercodia have two new products in clinical studies and they give very nice 
results so far. They were recently launched. Then there was another product 
launch last week, and there will be another one in the autumn. This one concerns 
obesity. 
 
Mercodia developed a product for an American company in the cardiovascular 
area recently which is very difficult to produce and handle. They sell this as 
ELIZA assays for clinical studies. Mercodia have exclusive selling rights for this 
product today.  
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Obstacles and how to come across: We encountered some problems in the 
beginning, a company refused to deliver monoclonales to us. Today we 
experience nothing of that kind. 
 
We had some difficult times entering the market and make ourselves a name. 
(see above). 
 
In the beginning some purchasers tried to make us sell at loss because we were 
so small, but we refused to sell to them for several years, until they accepted a 
fairer price. Today they buy at regular prices.  
 
Sometimes we encounter lack of supply. No monoclonales in own production. We 
have contracted other companies to produce them for us. It is a heavy 
investment to make them. We do not prioritize today to make that investment. 
So we cooperate with other companies. We buy monoclonal antibodies when 
there are any for sale. We buy synthetical antigens too. Synthetical insulin for 
rats, and human pro-insulin for instance, we are the only ones who have this. We 
spend considerable amounts as we buy this. This makes us unique: we are the 
only ones who have them.  
 
We have a strategy, since customers pay after 70 – 80 days and an expansion as 
ours means having a certain amount as accounts receivable, we need 15% of the 
sales to be left in the company as liquid funds. Otherwise we would have a 
shortage of liquid funds. Sometimes we need to convince the scientist to pay the 
invoices.  
 
Networks: Mercodia do not belong to any network, but participate in some EU 
programs for R&D. Then there is a project for transplanting β-cells. Four 
universities, three US, one Canadian and one Swedish, Uppsala Universitet, 
Rudbeckslabbet, part 500 million SEK. Mercodia's contribution is a special version 
of insulin. It is measurable in rats. The system can diagnose if the insulin in a 
transplanted rat comes from the rats own cells or the transplanted cells from a 
pig. They buy some equipment from Mercodia. If the company is lucky they will 
be recommend for WW use in this kind of test. 
 
Mercodia received some help from the county administrative board in 1996 for 
Mr Holmlund the consultant. Not much, but important for us since we were so 
small. It was “consultant’s cheques”. 
 
Lessons learned: You should not receive too much money from the outside. 
Then you do not reflect on your spending.  
 
Motivation: Mr Holmlund wants to build a company, an entire company. 
Mercodia today has R&D, sales, distributors, daughter in US.  
 
Being a unique company can be very stimulating. 
 
Important to be on your own? Yes, at least to Mr Holmlund. They would not 
let Mr Holmlund stay, if it was bought. He can direct the company. Today 
however Mr Holmlund has tried to relieve himself from many tasks. Most 
decisions are made in the management team. The board is Mr Holmlund, another 
owner and two other persons, one economist, and a lawyer. Mercodia has well 
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documented meetings and executions are noted. Mr Holmlund would like to come 
to a company that is self-sustainable, that can live on its own.  
 
Mercodia has received “Gasellpriset” 6 years in a row! The price is awarded to 
Quickest growing companies. Mercodia has also received several other prices, 
“Årets superföretag”, for instance for it’s well managed economy. 
 
Future: Mercodia would wish to buy the building, but this is not a major issue. 
Planning the expansion for the production requires being at least three years 
ahead of the events. In five years Mercodia will have expanded enough to fill the 
present facilities. After five – six years Mercodia will leave R&D in this building 
and move the production into new facilities. Mr Holmlund has tried to rent a new 
building for this purpose. The landlord has planned to build a new building, and 
Mr Holmlund would like to rent it for the production. By then Mercodia will have 
quadrupled the production volume. The company has detailed plans to expand. It 
is described in the five year plan. This includes staffing, square meters and rent 
costs related to turnover. Rent costs are expensive to Mercodia. Good coverage 
of rent cost, along with other costs provide a possibility to have semi-finished 
products in stock.  
 
Mercodia wants to be a well established actor on the market for diabetes and 
continue to have well managed finances. 
 
Mercodia will be a complete diagnostic company. They will have incorporated 
some new technologies and have an even more stable situation. The company 
will have expanded into a stable role in the cardiovascular and obesity fields as 
well. Mercodia are well known in broad layers of scientists by then.  
 
Mercodia will continue to choose customers. Big pharmaceutical companies 
require too much. So the company will be able to direct the company and its 
dependence to other companies. 
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Phadia 2nd May 2006 CEO Mr Magnus Lundberg 
 
Age of the company?:  Phadia was once a part of former Pharmacia, but a new 
company was formed two years ago, in 2004 and this is the formal age of Phadia 
as of today. However the company is based on a division of the former 
Pharmacia and has existed in this sense for 30 years. 
 
Employees: In Sweden 500 in the rest of the world 600. 
 
Products: 90% of Phadia’s activities are in the field of allergy. We are world 
leaders in diagnosis of allergies. The product is called ImmunoCAP. It is a little 
plastic cap sold with allergens. Over 500 kinds of allergens are provided. Phadia 
also provides the instruments for analysing the caps, and they cannot charge for 
the instruments, merely the caps. It takes three days to get the result from the 
lab. The discovery of AGE is the basis of Phadia. The AGE is be specific for 
different allergens it is measurable. Phadia measures IgE. 
 
10% of Phadia’s activities are in the field of autoimmune diseases: diagnosis of 
scleroderma and lupus. 
 
Sales: 249 million Euro 2005 world wide. This represents 2,35 billion kronor. 
 
New ideas: Phadia has in-house researchers and market companies who come 
up with new ideas. Investment bankers propose acquisitions. Phadia is well 
established and can acquire companies. This is an interesting possibility. Phadia 
scout the world for interesting companies. 
 
Recently Phadia has come up with a new version of their diagnosis tool that can 
be used directly, a quick test. It will come in three versions depending on 
symptoms. Phadia makes tests for children with eczema, young persons who get 
asthma or rheum and adult who get asthma. The quick test is called ImmunoCap 
Rapid. 
 
Marketing: Phadia have 18 market companies over the world. Their aim is to 
sell our products. 
 
The market is very political, different groups have their interests to protect. 
Medical staff and labs protect their interest; medical specialists in allergy protect 
their interests and so on. Phadia tries to manoeuvre for ameliorating tests for 
allergy and hope this will be a commercial success in the end.  
 
Who is customer? With the ImmunoCAP the first degree customer is medical 
labs. They sell the results to medical care. With ImmunoRapid the customer is 
the medical practitioner and the medical care will pay. So today Phadia has 
reformulated our concept of customer. They regard the labs as their business 
partner. Phadia understands that few, perhaps 5% of the patients are tested. 
The medical practitioner decides for various reasons not to make a test. Phadia 
tries to make the labs go with them to address this issue. The company has for 
instance made a co-marketing agreement with their biggest customer in the US 
to join forces in talking to the medical centres and practitioners.  
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Important milestones: The foundation is the discovery of Johansson and 
Bennick of the IgE antibodies. The two scientists talked to Pharmacia and the 
Diagnostics activities began. 
 
The first system to measure IgE called Rast was launched in 1973. Since then 
the CAP system was launched. It based on another technology and this method 
is more specific and sensitive.  
 
Then Phadia bought Elia, a German daughter, active in autoimmune diseases, 
seven years ago and we had a broader portfolio.  
 
In 2004 Phadia became a privately owned company. Two private equity 
companies, PPM capital and Triton acquired the company. Phadia went from the 
stepdaughter in the pharmaceutical family to become an independent company. 
Mr Lundberg says with a smile: They stole our money. 
 
Next milestone is the Rapid system. It will be released in 2006 and selling will 
start 2007.  
 
Obstacles: Phadia encounter obstacles every day. The market is very political, 
in the USA allergy specialists earn money on the skin-prick tests (the competitors 
systems) and so they try to contravene Phadia. In Sweden there is not this kind 
of problem. Japan is the less complicated country, and Phadia’s best market. 
 
Today Phadia has chosen to not be scared in the US. So they have decided to sell 
directly to the primary care in the US. The specialists are standing at the side 
and saying this is not correct etc.  
 
Phadia knows you need to talk to opinion leaders. You should start with the right 
person, in the correct manner. This takes a lot of time. 
 
Technical barriers, first there were the ELIZA assays, then labs had equipment to 
analyze themselves. Then there was a wave of automation and labs merged and 
formed big groups. Phadia’s biggest customer Quest, sells for 7 billion dollars. 
Procurement trimmed prices and demanded automated instruments for analysis 
free of charge. Phadia developed these instruments and pays for them. This has 
been a major obstacle to all in the industry. But Phadia can only charge for the 
caps. 
 
In biotech you often start selling to researchers in pharmaceutical industry or at 
hospitals and universities. There you can sell the instruments to the customer as 
well. This doesn’t work in the primary care. There you need a business model. 
You sell per test, or per achieved result. This will then form a part of the 
reimbursement or medical financing system. The care centre will be paid for the 
result. They will not be paid for buying new expensive instruments for analysis. 
Many small companies don’t understand this. 
 
There are several regulatory barriers, for Phadia, FDA etc QSR, ISO 9000 and 
other costs much to Phadia in terms of financial resources and time. 
 
Motivation: Phadia’s staffs are passionately interested in allergy. 35% of the 
inhabitants of the western world are sensibilized for IgE. Allergy is a major 
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disease. Allergy comes along with economical growth. We are interested in 
allergy, and we know a lot. There is also a commercial interest. Management 
owns 12% of the company. Phadia should own this niche and will not let anyone 
else in. Curiosity drives Mr Lundberg too. 
 
Future: Rapid will come. It will not replace the ImmunoCAP system, because 
many persons are not tested today. So Phadia will try to penetrate the primary 
care and convince them to test for allergies. Then Phadia could sell for a billion 
Euro and that’s where the company is heading. 
 
Milestones are set per market today. There are no technical goals set today. 
Several small companies develop systems that test for 500 allergens in one 
blood sample. Let them go on. If they make interesting results, commercially 
speaking too, then Phadia will buy them.  
 
There will be recombinant culture of allergens, especially food substances. Food 
substances are the most difficult ones today. In recombinant culture you could 
produce better and more precise allergens. There will be Rapid tests for gluten 
and lactose.  
 
Phadia would like to see Rapid tests for autoimmune diseases and for infection, 
bacteria or viruses. 
 
Phadia wishes to become a company in allergy and asthma control. They will 
provide the world with tests. 
 
Phadia measures the efficiency in primary care, if the primary care tests for 
allergy or not. 
 
Phadia wants asthma treatment to be used with effectiveness. You should 
measure and treat with steroids only when necessary, and the correct doses. You 
should not treat as Big Pharma says: all the time. Phadia would like to buy 
steroids. Medical practitioners would buy of loyalty to Phadia because they talk 
about treating with care and provide the testing. 
 
Phadia looks at a kind of vaccination, immunotherapy. There used to be projects 
for injections. This was rather dangerous, people died of anaphylactic chock 20 
years ago. Today you can produce small containers of liquid that will be 
distributed as drops under the tongue. So this is not dangerous today. Phadia 
can provide the test, what to vaccinate against. 
 
In ten years Phadia ideally has a Respiratory portfolio with asthma and allergy. 
The company provide disease management. 
 
Phadia need to prove they can make more than today. They should create a 
Respiratory field and fill it with products and sales. Then Phadia would be able to 
prove to the stock exchange that it works. Then they would go to the stock 
exchange.  
 
Long term target: to the stock exchange, but in shorter terms no. Today it would 
not be good for Phadia. Private equity companies pay more, so Phadia could 
change PE owners once or twice, but finally they will go to the stock exchange. 
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Mr Lundberg and the management at Phadia would not appreciate an industrial 
investor. It is important to Phadia to stay on their own. 
 
In Mr Lundberg’s view big companies are very inefficient. Financially speaking 
buying companies and dividing them into smaller parts will be very profitable. 
 
Mr Lundberg has no respect for big companies. One of Phadia’s major 
competitors, DPC was sold last week to Siemens. He thought that was great! 
Siemens is an old German inflexible company. Quick companies eat slowly, it’s 
not the big ones that eat the small ones. 
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SBL Vaccines 3rd May 2006 CEO Mr Björn 
Sjöstrand 
 
Employees: 121 in 2005 
 
Products: SBL Vaccines is world leader in oral vaccines against diarrhoeal 
diseases. In the Nordic counties they are a leading distributor of vaccines. Then 
they sell other companie’s vaccines as a distributor. Substantial growth based on 
the vaccines is difficult to achieve, so SBL also sell some niche pharmaceuticals.  
 
SBL Vaccines cultivate bacteria, make them inoffensive by killing them, and mix 
this and sell it as vaccine to the customers. The product is called Ducoral and 
protects against cholera and ETEC. It diminishes the risk for troubles with the 
digestive system on the vacation. 
 
Market: Towards the customers in the Nordic counties SBL Vaccines is the 
complete distributor of vaccines. They can order all vaccines form SBL. They can 
even order vaccination cards. Selling niche pharmaceuticals is directed towards 
small groups of practitioners such as transplantation groups. The SBL trademark 
is well known in the Nordic Countries. SBL is well known in the field of vaccines 
across the world. Outside the Nordic countries SBL Vaccines collaborates with 
distributors. Ducoral is registered in many countries, however not the US and 
Japan.  
 
Statistics for vaccines sold in Sweden show that the main product sold is Ducoral, 
and the second is a vaccine against hepatitis A. Sometimes practitioners 
recommend vaccines against severe diseases such as rabies, and forget that one 
of the main problems for a person travelling is ETEC. This does not represent a 
major medical risk, but is often an important factor for the person travelling. 
 
Financial: Net sales 360 MSEK and growing! Positive cash flow and net profit 
2005. 
 
Customer: Vaccination centres and primary care. The patient is the final 
customer. SBL’s customer outside the Nordic countries is often a distributor. 
However it is also important to reach the final customer. In some European 
countries pharmacies are important in some other countries vaccination centres 
are important.  
 
Profile: SBL Vaccines is a Swedish knowledge-based company. It is difficult to 
copy it’s business model. Vaccines have high entry barriers. There is no generic 
market. Vaccines are very difficult to produce. Regulatory demands also 
contribute; some clinical trials will have to be made. 
 
History: SBL was once a part of a state authority. Its mission was to provide 
Sweden with vaccines. A long list of vaccines was produced. The public part of 
the late SBL was transferred into a new authority called “Smittskyddsinstitutet” 
and the other part into a company called SBL Vaccines in 1993. It was owned by 
the Swedish state until 1997. Then Active Biotech, listed at the Swedish stock 
exchange, the O-list, bought the company. SBL Vaccines was then directed 
towards biotech and left the conglomerate shape.  
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Active Biotech bought a company in drug development afterwards. Realizing 
financing vaccines and drug development would be difficult Active chose drug 
development and sold the vaccines to an English company called PowderJect. 
This company was exclusively active in the vaccines field. PowderJect was 
acquired by an American company, Chiron Vaccines. The interest to Chiron was 
the flue production. The activities in SBL were quickly described as not core 
activities by Chiron, so they wished to sell SBL. Mr Sjöstrand and several in the 
management then made a MBO financed by venture capital. 
 
Mr Sjöstrand has been CEO in SBL Vaccines since 2002. 
 
In 2004 there was a cut from two production sites to one. The number of 
employees diminished from 180 to 104. Today the company has 121 employees.  
 
From the state owned SBL to the company SBL Vaccines is today they have 
learned to produce long sequences of vaccines. They cannot make short series 
like they did then when they could set the prise as they pleased. Today Swedish 
prices for vaccines have dropped sharply and are now adapted to the 
international price level. This is a result of free competition. In Denmark there is 
still a monopoly and prices are two-three times the European levels. This is the 
backside of the coin.  
 
SBL chose among the products they were producing and selected the products 
that were unique. Ducoral was the choice. Ducoral existed during the state 
owned era. The international launch of the product was not made until SBL 
Vaccines became a privately owned company, i.e. after 1997. 
 
Important lessons learned: In 1999 - 2003 SBL made severe losses and these 
were hard years. Production was built up and prepared during these years. A 
follow-up for Ducoral failed in late clinical trials. SBL built a production facility for 
this and when the follow-up failed they made heavy losses. Now when sales have 
increased they make nice profits. 
 
In 2004 SBL closed one production site to cut costs, and diminished the number 
of employees from 180 to 124. 
 
The main reason for the financial amelioration is the increased sales numbers, 
but the adaptation in terms of number of employees and production facilities was 
important too. Infrastructural costs are important in the pharmaceutical industry. 
If you run your production facilities with high rate of non productive time you will 
have losses. This kind of production site is very expensive to run.  
 
SBL has to be in the cutting edge on the market. These are important tasks for 
the marketing part of the organisation.  
 
They learned how to become a successful private company from a state-owned 
monopoly. 
 
Revenues from adding production will be visible at the EBIT line. 
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A company of this size at the stock exchange should not finance a phase III 
study of large range on its own. Mr Sjöstrand has seen the significance to a 
company doing that. If you do not reach clinical endpoint you will experience 
hard times. SBL Vaccines may finance smaller clinical studies.  
 
To build a production facility for new products is necessary, but you need to 
handle the risk properly. Do not build too large. Do not produce for the stock. 
When Ducoral was registered SBL experienced a delay and this meant that they 
had to dispose of parts of the stock for some 50 million kronor. You cannot 
predict exactly what happens when you produce biological material. There is an 
inherent risk in this kind of activities. 
 
You should produce in long series, products for big geographical markets. Today 
we have a top modern production facility. 
 
Communication: Communication in times of crises is very important. SBL was 
run at severe losses and changed owners several times. When you make cuts in 
staff you learn a lot. When you come to a decision you need to make swift 
action. Do not prolong. As SBL Vaccines changed owners some decisions were 
prolonged. The company as it is owned today make fast decisions in matters of 
change. Pain is prolonged if you prolong the decisions. 
 
Global launch in cooperation with distributors, what makes the distributor 
perform well? This is also a major lesson learned. 
 
New ideas and new projects: SBL is developing a new vaccine against Crohn’s 
Disease, a diarrhoea type of disease. Phase II. SBL Vaccines will sell the first 
vaccine against this disease if all works out well. They have a theory, very nice 
data from animals and very good input from the specialists in gastroenteritis in 
Sweden. They prepare a second generation of Ducoral. Then they have projects 
in rota-viruses and HIV. SBL collaborate with other companies in developing new 
vaccines. The technology can be used as a platform for developing other 
vaccines. An English company is developing a nicotine and cocaine-vaccine. They 
are using our technical platform in collaboration with SBL. The English company 
make the testing. Other companies are interested too, in allergy for instance. 
 
The projects in SBL should mainly be in the diarrhoea field. For other fields they 
collaborate with other companies as partners.  
 
SBL Vaccines look for new ideas externally. Researchers across the world in the 
diarrhoea field know they can contact SBL if they have interesting ideas. In 
Sweden, SBL is neighbour to Karolinska institute, the scientists at Karolinska 
come up with lots of proposals for all kinds of vaccines. 
 
Small biotech companies in the vaccine field come to SBL for collaboration, 
especially when it comes to producing vaccine for clinical trials. SBL can also 
contribute with knowledge on many subjects linked to regulatory and quality 
demands for the products in development. Many small biotech companies make 
good projects, but fail to document the processes sufficiently, and have to restart 
major elements in the development process.  
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Protecting against cholera is a major task to SBL. It should be a standard 
procedure in the third world. So SBL thinks they need a cheaper product for the 
third world that doesn’t need to protect against ETEC. 
 
Mission: SBL should contribute to a healthier world. You need to understand the 
specific use and financing models for vaccines for different customers. As a big 
pharmaceutical company this is a small by-activity. To SBL this is the main focus. 
They understand that the vaccine for cholera cannot exclusively be sold to rich 
tourists. They need to contribute to the use of these vaccines in the countries the 
most affected by the disease. These counties are mainly in the 3rd world.  
 
Organisation: The production site is at the same physical location as the offices 
and labs. SBL has a schedule for the organisation, especially for the production 
part due to regulatory and quality demands. Mr Sjöstrand draws a schedule of 
the organisation to us with boxes, lines etc. There is no matrix or equivalent. The 
company has one executive group and one lead group constituted of all heads of 
functions. The business development is mainly made through three groups, 
production, new products and R&D projects. They have formal decision rights to 
evaluate and choose projects. 
 
R&D projects are chosen on commercial criteria.  
 
Independence: It has been very important to SBL Vaccines to be a separate 
company, but for the future Mr Sjöstrand cannot say that this would be very 
important. For the development of Ducoral, to get sales and growth, and for the 
restructuring of the organisation it has been very important. However in the 
future SBL can go on as a privately owned company, go to the stock exchange or 
form a part of a larger company in the vaccine area. 
 
Contacts and external help: SBL Vaccines is well known in the field of 
vaccines. They participated in Nordic Life science day at the OMΧ. They belong to 
Sweden Bio, although they are not of much help. It is a nice organisation though, 
it has good political access, Mr Sjöstrand says. SBL Vaccines is different to most 
Swedish companies. They, Q-med and Recip would belong to this group 
according to Mr Sjöstrand. SBL Vaccines also belong to the Swedish Association 
of the Pharmaceutical Industry, mainly due to the pharmaceutical insurance. It is 
a natural organisation for SBL to belong to as a company producing and selling 
vaccines, being a pharmaceutical product. 
 
Bird’s flu: SBL has been in the spotlight for some time due to the bird’s flu. 
Journalists call every week. During one period they called Mr Sjöstrand once a 
day. The company has had a lot of attention in Sweden due to the bird’s flu. 
Things have calmed down the last weeks.  
 
Goals: At least 50% revenues should come from geographical markets outside 
the Nordic Countries. Enlarge the oral vaccine area to be a leader in vaccines in 
the diarrhoea area. 
 
Future: SBL will grow. They are in the beginning of a longer growth period. The 
R&D projects at hand today will contribute to the growth, if they are successful. 
The flu could contribute too. SBL Vaccines will launch a new Ducoral in a 
simplified version for the 3rd world.  
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Motivation: long time to pension! Why? Well Mr Sjöstrand enjoys doing this. 
Contributing is also the financial aspect of course. It is amusing and stimulating 
to be able to work with worldwide unique products and to be able to work in an 
integrated company that covers everything from marketing to production. The 
persons working here are very different and Mr Sjöstrand finds this stimulating. 
Here he finds different kinds of people as opposed to working with persons of the 
same kind of persons. This makes the work enjoyable and challenging, 
everybody has to share the same goals even though they may be very different 
persons. Perhaps, Mr Sjöstrand says, I should say that money motivates me, 
since I am a venture capitalist. 
 
Communication: Mr Sjöstrand thinks it is important to communicate to 
everyone that the company is performing well. This has to be well communicated 
to everyone. You may use Christmas-bonuses or some other form of bonus to 
communicate this. SBL has individual bonuses for the marketing staff. They will 
start some bonus system for the rest of the staff. They used to have one but not 
a good one. A bonus system can clarify the importance of the activities in the 
company. This is important to Mr Sjöstrand. Bonus can be made in various ways, 
but they can clarify the importance of some parameters in the company’s 
performance. People reason like this according to Mr Sjöstrand: “If this or that is 
achieved we will be granted a bonus, so this is very important.”  
 
SBL Vaccines use performance reviews when communicating with the staff. They 
really try to use them as a tool to pay attention to every employee. It is 
important to show an interest in each and every person according to Mr 
Sjöstrand. You can communicate what works well and what doesn’t in well 
defined forms. All persons wish to be visible in some way. 
 
SBL Vaccines has information meetings when they gather all employees. When 
they made the cuts in staff the meetings were frequent, today perhaps every two 
months. It is important for the employees to hear what is going on in the rest of 
the company.  
 
SBL have principles that they underline: Clear goals, Respect for others, 
Engagement for vaccines, be interested, commercial activity 
 
SBL Vaccines try to contribute to positive value for all interests, but it is 
important for them to remember that they are commercial. Everyone in the 
business model, distributors, vaccination centres and the final customer: 
everyone needs to see the vaccination as a good deal for them. 
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Swedish Orphan 1st June 2006 CEO Mr Bo Jesper 
Hansen 
 
Employees: 80 employees worldwide, the number increases steadily.  
Swedish Orphan has 35 employees in Sweden at the head office located in 
Stockholm. 
 
Age: The company was founded 1988, by Lars-Uno Larsson. The company has 
concentrated to disturb orphan drugs ever since the beginning.  
 
Products and sales: The company sells mainly orphan drugs. An orphan drug is 
a pharmaceutical that cures very rare diseases. The criteria to be fulfilled to be 
stated an orphan drug is that the products is used for diagnosis or treatment of 
diseases that affect no more than five out of 10 000 persons in the EU. The 
second criterion is that there is no satisfying treatment or diagnosis available 
today within the European Union. If there is another method a new orphan drug 
must have several new beneficial properties to be stated as such. They have 
products in many medical fields, oncology, metabolic diseases, haematology, 
infection diseases and pain to name some.  
90 % of Swedish Orphan’s total activities are in the orphan drug area and the 
remaining 10 % are products to satisfy unmet medical needs.  
They mainly works as a distributor for other companies in the future Mr Hansen 
wish that they have more own products as they are correlated with lower risks.  
 
Mission: Swedish Orphan has a mission to help patients with very rare diseases 
to get a better life quality.  
 
Who do you sell to?: The client is the specialist care and specialist medicines. 
In the end the customer is the patient but it’s not the patient who pays the 
largest part of the price. There is always important to work with and lay effort on 
the reimbursement processes. It takes approximately  
 
Network, cluster: Swedish Orphan has collaborations with Universities and 
scientists. They participate in different congresses worldwide and have a dialogue 
with their specialist doctors.  
 
New ideas: New ideas are derived form collaborations with universities and 
scientists. Swedish Orphan also scope for other small biotech companies that 
have interesting product in clinical phase. They are not interested in early 
products in the preclinical phase due to the high risk with these projects. They 
are scoping for interesting projects and substances who have proved Proof of 
Concept, that is that they have an effect.   
 
Independent: It is important for Swedish Orphan to remain independent. Ever 
since the beginning they have aimed to  
 
IPO in the future?: Mr Hansen’s says that they will probably be a public 
company within three to five years from now. With this growth rate the company 
is substantial and an IPO will be interesting when the company has a turnover of 
1 billion SEK. They won’t be public until they can be a good investment for the 
public.  
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Organisation: the company has an organogram in matrix shape. There are 
several products running in parallel. According to Mr Hansen there are not any 
informal decision routes and as a CEO he takes the decisions.  
 
Idea in the beginning: The idea has always been to disturb orphan drugs. 
When the company started back in 1988 they where pioneers focusing in the 
field of orphan drugs. Today this benefits the company as they are a respected 
brand in their niche.   
 
History: Lars-Uno Larsson, the founder had an earlier carrier in a big multi-
national Pharma company. Mr Larsson was convinced that there must be a need 
for orphan drugs throughout the world, as rare disorders in the USA should be 
rare elsewhere as well. Many of these rare disorders are genetic and inherited so 
Mr Larsson’s assumption seemed to be correct.  The company has concentrated 
to disturb orphan drugs ever since the beginning.  
 
The company has good revenue and is well established in their niche. They find 
their medical areas in scientifical journals and by collaborations with Univeristies. 
They wanted to be self-financed from the beginning, so they bought a small 
company in the USA and begun to sale their products outside the USA.  
They have built their own sales forces in all the Nordic countries, the Baltic 
countries, England, Italy, Spain, Germany, France and in Japan. All basic 
activities such as logistics and development are managed from the Head Office in 
Stockholm.  
 
They have received many prices and awards both concerning their financials and 
their therapeutic area. They have been of different types, the have received 
“Gasell priset”, they founder Mr Lars Uno Larsson has received prices for the 
entrepreneur of the year and they have received humanitarian prices for rare 
disorders several times. In 2003 they received an award from the American 
patient organisation, National Organisation for Rare Disorders for their 
extraordinary international efforts to spread the importance of an international 
orphan drug legalisation in all industrial countries in the world.  
 
Important milestones: To continue to be one of the world leaders in the area 
of orphan drugs important milestones concern the commercialization. Important 
steps are the establishment of new sale companies around the world. Another 
milestone was reached when the main product was approved in the European 
Union and in the USA.  
 
Obstacles and how to surpass: Swedish Orphan has as one of the pioneers 
has a nice journey so far. Problems arising are due to the fact that the fast 
growth causes turbulence in the company. This turbulence demand for high 
flexibility among the employees. As a result of the fast economical growth the 
company has quite a high turnover on personnel.  
 
Motivation: The motivation should be to live up to the mission and deliver 
orphan drugs to patients with orphan diseases in a broad area of pharmaceutical 
fields.  There is a great motivation to disturb treatments and diagnostics to 
patients who don’t have anything else to choose to buy. Mr Hansen thinks that 
this is a common motivation factor among people at Swedish Orphan.  
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Future: Mr Hansen’s want the company to continue its growth, concentrating in 
the major field of orphan drugs. The company is performing well and there are 
no signs that the pace would be decreased. When asked about the competition 
situation he says that there are competitors but that Swedish Orphan is by far 
the oldest and most experienced in this field. To remain its position it’s important 
to continue to develop and refine their products. Mr Hansen says that preferably 
they should launch two to three new products every year.  
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Q-med 24th May 2006 CFO, Hans Nyctelius 
 
Employees: 600 employees, Q-med will hire 10-15 new people within 6-8 
months. This put Q-med on the edge between being a little large company and a 
small big company.  
 
Age: Founded 1993 by Bengt Ågerup who is still one of the main owners.   
 
Products:  
Q-med focuses on developing, marketing and sales of implantations based 
on the companies own technology NASHA, Non-Animal Stabilized 
Hyaluronic Acid, for esthetical and medical usage. They have products in 
three main areas today, the esthetical area, the medical services 
(orthopaedic) and the urinary incontinence applications mainly in women. 
The first product on the market was Restylane, belonging to the esthetical 
portfolio that is injected under the skin to reduce wrinkles. Paralane is a 
refinement of Restylane that can be injected deeper under the skin. Sub-Q 
is another product that can be used to sculpture a new face, and be used 
to build up the cheek bones. The developments of the esthetical products 
lead to the other area of medical products, such as Durolane which is used 
for artros. The esthetical products aim to give the customer a more 
favourable appears, without being to plastic. The further devilment of the 
esthetical products lead to the area of medical products, such as Durolane 
used for artros. Deflux is yet another main product used to treat urinary 
incontinence in children (Pyleomit) with a defect that causes the urine to 
traverse up to the kidney caused by a defect. The US is a particular good 
market for this product as it is more economical then to do controls 
regularly.  
 
The idea in the beginning: Q-med products are based on a non animal 
fermentation process; this means that it is a substance that is not derived 
on an animal. Hyaluronic Acid is a naturally occurring naturally in the 
body. Its main purpose is to bind water and to lubricate muscles and 
joints. It also protects the connective tissue and helps to transport 
nutrition between cells. Since the acid is minimal stabilized it has higher 
biocompatibility that means that it’s not seen as a foreign substance by 
the immune system and longer duration, meaning that the effect is longer 
lasting.  
 
Advantages: Mr Nyctelius says that Q-med has several advantages. Firstly it 
works with a well documented substance, hyalornic acid. The advantages to 
focus more on development than research means that one can save research 
cost and minimize the total costs for a substance.  
 
Who do you sell to? According to the broad product portfolio Q-med sells to 
different types of customers. They could be private doctors, dermatologists, 
plastic surgeon and nurses all depending on the actual product. It is also 
important to teach the accurate way to inject the substance.  
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New ideas: According to Mr Nyctelius there is no lack of new ideas in the 
company. In Q-med there are a lot of people with great knowledge within their 
areas and with a high degree of curiosity. The people like their work and are 
always seeking for new applications that can have a value for the customer. 
Many of them have former experiences from the industry. Those with experience 
from the division working with the substance at Pharmacia are a great pool of 
idea generators. Mr Ågerup himself is also an important idea generator and his 
personality reflects the whole company. Q-med also has some more market 
driven ideas, from the market companies but the major part of ideas derive 
internally from the organisation from people with good knowledge of the 
technology. Today the collaboration with clinics and academia are of minor 
importance, but in the future this collaboration will probably increase according 
to Mr Nyctelius.  
 
Organisation:  
Mr Nyctelius tells us about his broad experience from the health care sector. He 
has been a practising medicine and been working as a consultant within the 
sector. He is CFO and development responsible at Q-med and leads a group of 
about 130 employees. They are working in the sub-divisions R&D, Engineering, 
Clinic, Regulatory and IS-IT. In Supply there are about 120 employees. The 
remaining divisions are Marketing, Quality and Sales.  
 
Sales: 
Q-med has 18 own sale organisations around the world, and they are established 
in Europe, USA and Asia. During autumn 2005 a new sales company was raised 
in Mexico. Some of the greatest markets are Italy, Spain, Germany and England. 
The Nordic countries are also a good market, but it doesn’t live that many people 
here Mr Nyctelius says with a smile. Q-med has a quick growth in Asia and there 
is a great demand for their products. In the US they sell esthetical products via a 
partner, Medi but the medical products are sold directly to the healthcare sector.  
 
Independent: Mr Ågerup is a very important person for the company. He 
contributes with his creativity and knowledge, but as the ideas are been 
commercialized he has important contacts and networks around the world.  
 
Organisational structure:  
Q-med has a matrix organisation and is working in several projects, with projects 
leaders and other sub-leaders responsible for their specialist area. .  
 
History:  
Q-med was founded 1993, by Bengt Ågerup who still today is a major owner and 
idea generator. Mr  Nyctelius tells us that Mr Ågerup had worked several years in 
the life science business. He had been head of research at Pharmacia during and 
had been working in the US for a company that later became acquiesced by 
Genzymes. It was when Mr Ågerup worked at Pharmacia he first come in contact 
with hyaluronic acid, used for eye surgery. In the beginning there were 
two other venture capitalists who owned Q-med, namely HealthCap and 
SLS. In the beginning Q-med sold other products so there has always 
been some kind of revenue. Q-med wishes to create wellbeing by 
providing innovative and immediate correcting of non life-threatening 
defects.  
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Q-med is one success story and the company had revenues from the 
beginning. The focus has been to commercialize good ideas and to create 
value and in the end earn money. Today Q-med is a global market leader 
within the esthetical area. And 75-80 % of all activities are in this area. A 
lot of this is due to the fact that Restylane has become a known brand. 
Although the company has had a great progress there are o lot of ongoing 
new projects at Q-med. Mr Nyctelius doesn’t want to concrete the 
projects, but they search for new applications in many areas. One of them 
is faecal incontinency.   
 
There has also been some spin off companies from Q-med says Mr 
Nyctelius, one is Oxithera.  
The focus has gone from development to commercializing and many 
members in the board have been switched to people with more of market 
thinking.  
 
Regulatory affairs: This differs between different countries. In general a 
product has to fulfil more criteria to be filed in the US. The overall regulations are 
gradually increasing. FDA is the US doesn’t want to take any risks, and that is 
reasonable when it comes to things to put into humans. Q-med has a medical 
device directive 
 
Media: In this sector it is important to have good contacts and to talk to opinion 
leaders. 2005 was a good year for Q-med and it was mentioned 2 million times 
in the magazines.  
 
IPO: Q-med made an IPO at an early stage in December 1999. It has been one 
of the few good investments in this sector on the stock market. The share has 
increased with about 330 % since the IPO. At the end of 2005 the value of Q-
med on the Attract 40list on Stockholm’s Stock exchange was 24 813 500.  
 
Obstacles and how to surpass: Q-med is one of the few companies who has 
had an easy way to become a survivor. When asked, Mr Nyctelius can’t come up 
with any obstacles on the way.  
 
Motivation: The most important is the engagement among the employees. One 
key feature for success is that the employee should like their work. In the garden 
besides the main entrance one find three sculptures of children and the walls are 
decorated with art. In the entrance hall there are other sculptures as well. The 
mixture of people with great experience from the sector how contribute with 
their knowledge, young graduated who contribute with their enthusiasm and the 
strong leader Mr Ågerup who is a creative entrepreneur who wants a long time 
value.  
 
Working at Q-med: Since the personnel are one of the main resources t Q-med 
they have several advantages. They have the opportunity to participate in 
educations one to two weeks a year. They also have planned carrier talks where 
they have the possibility to direct their way in the company. This makes it easier 
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for Q-med as a company to support people with different competences and 
goals. They also have general bonus systems and individually based bonuses.  
 
Future: Q-med is well aware of the fact that they have been a successful 
company. One have to bee humble in the success and always keep track of 
competitors. Being a market leader you can’t sit back and relax there are always 
improvements to be done.  One doesn’t have to be the best, but you always 
have to be some steeps ahead your competitors. It’s important to have a 
continuous flow in the organisation. As long as there are more applications of the 
hyaluronic acid Q-med will stick to that as the core concept. But if there 
are other substantial ideas these should be investigated as well. There is 
no purpose to don’t diversificate if the right idea comes up. You have to be 
better than your competitors but you don’t have to be excellent in every 
activity.  
 
In ten years: Q-med is growing with a high peace and there are no big 
obstacles present today that could stop them. They wishes to maintain or 
increase there market shares. Q-med expands and is setting up new buildings to 
house new labs and people. Q-med wants to expand on the Asian and US market 
and file there products there as well, as they think they have great potential. Q-
med have projects on how to and when to build up sale forces abroad. Q-med 
have two newly established sale companies in Brazil and Mexico. One of the close 
activities is to build a sales force in Hong Kong.  
 
They aim at developing another technological knowledge besides NASHA., ideally 
they would like to have two strong technological platforms to stand on. They also 
want to have more external collaborations. 
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Aerocrine 11th May 2006 CEO, Tomas Almesjö 
 
Employees: 35 in 2006.  
 
Age: The company was spun off from the academia in 1997.   
 
Products and sales: Aerocrine sells instruments and test to monitor airway 
inflammation in patients suffering from asthma. About 5-7 % of the adult 
population in Europe suffers from the disease and among children as many as 
10- 14% have asthma. Asthma is a chronic inflammatory disease, and it has 
been proven that the concentration of nitric oxide (NO) correlates with 
inflammatory activity in lungs. The information of the patients NO value is helpful 
for the doctor to state a better diagnosis. The measurements can further be used 
to give early warnings for loss of asthma control. NO testing provides the same 
benefit for the asthmatic patient as glucose monitoring does for the diabetic 
patients. Since there are so many children suffering from Asthma it’s convenient 
to have a qualitative and objective measurement instead of conclusions made 
from the answers in a questionnaire. The company has two products on the 
market one stationary instrument for the academia and research groups and a 
handheld instrument to specialist hospital clinics and physicians in general 
practice. The stationary instrument is marketed worldwide and the handheld 
product, has recently been launched in Europe 
 
Who do you sell to? Aerocrine sells to research centres, doctors and clinical 
specialists. Today Aerocrine sells two products with different customers. The 
stationary product weights 40 kg today and the handheld product weights 800g. 
The markets are several European countries. For the future Aerocrine will begin 
to set up a sales organization in the US, which is a strategically important 
market. Ideally in the future it will be possible for an asthmatic patient to 
perform measurements at home to keep record of the NO concentration and in 
cooperation with the doctor put in appropriate treatment.  
Main customers are doctors specialized in respiratory and pediatric (children) 
diseases.  
 
Aerocrine uses a mix of distributors and own sale organisations to sell their 
products throughout Europe. In Sweden Aerocrine has a small sales organisation. 
Today Aerocrine has some pre-launching activities in the US with the stationary 
device, since the hand held product is not ready for sales yet. US is the most 
important market for Aerocrine’s products and stands probably for 50 % of the 
sales global sales of medical devices.  
  
One person is hired to work primary with focus on reimbursement questions.  
 
Network, cluster: When the company span off in the 1997 there were a large 
range of skilled people from the pharma business available to hand pick. This 
was due to the fact that Pharmacia had made their closure.  
Aerocrine’s network is a result of the contacts throughout the world among the 
personnel as well as the founders of the company. Opinion leaders that these 
people know are very important for the distribution of products.  
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It’s an advantage to be located in Stockholm when it comes to financing as all 
the big Swedish venture capital companies are situated in Stockholm. 
 
New ideas: After the discovery of the correlation between NO and inflammation 
in asthma the major ideas have concerned how to refine the measurement. 
Ideally it would be of pocket size and used for self diagnosis.  
 
Independent: According to Mr Almesjö it’s not his responsibility to decide about 
the company’s independence, it’s the owners’ task. Aerocrine could be self 
financed this year, but this limits the investments to capture opportunities for 
further development, that would make Aerocrine more of a sales organisation.  
 
IPO in the future?: It could be difficult for a company with only one product to 
go public. On the other hand Mr Almesjö believes that is could be a good 
investment for the shareholders. 
 
Organisation: The organisation is non-hierarchic. There are no explicit 
organogram yet, but people have formal roles.  
 
New strategy: Aerocrine wish to refine the measurements to be able to launch 
an even more easy apparatus to detect NO concentration. Today the focus is on 
sales and market aspects to build up a sales force to penetrate the market.  
 
Idea in the beginning: The idea has every since the beginning focused on how 
to detect NO in patients with asthma. Other early ideas concerned how to 
measure NO concentrations in the intestine and in the urethra. The way to 
measure NO should be non-harmful have few side effects and be painless. Some 
important decisions were made in the beginning; the way to measure NO should 
be non invasive have few side effects and be painless. The company shouldn’t do 
everything itself instead it should hire competence and use outsourcing for 
research and production. The recruitment of people with the suitable competence 
and experiences created an important international network, useful for 
implementation of the product to the customer.  
 
History: The first private placement took place in 1997. The company has been 
operative since 1 May 1998 and Mr Almesjö has been head of the company every 
since then. Aerocrine is the result of the work of two research groups at KI. The 
founders were the first to identify nitric oxide (NO) as a marker of inflammation. 
Aerocrine has developed a totally new way to diagnose Asthma. Earlier one has 
used a subjective questionnaire to diagnose Asthma; Aerocrine's product is more 
objective measuring a signal molecule from the body. From the beginning 
Aerocrine had three employees, and the company became operating in 1998. 
Aerocrine had 1 patent and some ongoing patent applications when started. 
Aercocrine could hand pick skilled people from Pharmacia that were and still is 
very important for Aerocrine’s global network.  
 
Important decisions: Mr Almesjö says that they made some good decisions in 
the beginning. 
Aerocrine’s main intellectual property covers measurement of inflammation in 
respiratory tracts, gastroenterology tracts and urinary tracts. The company 
decided to focus on asthma. The method is a non invasive method, what doesn’t 
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go into the body. Aerocrine thinks it’s of great importance to develop an easy to 
use and non-painful detection way for the patient.  
Market research gave by hand that there were a great demand for easier 
diagnostics.  
They decided what to focus on in the company and stick to that. Instead of hire 
all personnel Aerocrine uses outsourcing for development and production.  
The activities are managed in projects and competences are bought on project 
basis.  
 
Obstacles and how to surpass: several risks in this type of business.  
According to Mr Almesjö three criteria need to be nicely fulfilled. The three main 
elements are, technology (patent and possibilities to commercialize), finance 
(how to finance the business) and people (the one’s that will actually do the job).  
 
In 1998 it was hard to get venture capital, caused by the IT boom. Aerocrine has 
had 14 financing rounds that have taken a lot of energy. Today the focus for 
investing has moved from research to market and sales.  
 
Difficult to implement new products in the medical care, there is slow acceptance 
for new technologies. The medical care is under economical pressure to keep 
costs at a low level.  
 
Resources: The personnel in the organization are the major resource. A lot of 
them have several years of experiences from working in the international pharma 
business, and they have a lot of valuable international contacts throughout the 
world.  
 
Future: In the years to come Aerocrine aims to build up their sale forces and 
collaborations with distributors and continue to collaborate with opinion leaders. 
If Aerocrine get acceptance in the specialist care it will be easier to continue and 
penetrate the primary care.  
 
In ten years: Technically Aerocrine aims to have an easy to use product for 
diagnosis of Asthma as easy as the way diabetic people control and regulate their 
blood sugar level. It is difficult to predict which way Aerocrine as a company will 
take. Hopefully there are established sales channels and an acceptance for this 
way to diagnose and measure asthma, at the hospital, at the general 
practitioners office and also in the patient’s home. 
 
. 
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Affibody 4th May 2006 CEO Carl-Johan Dalsgaard 
 
Age: Founded in 1998 
 
Employees: 48 in 2006 
 
Products: Antibodies are natural molecules that attach to target or the immune 
system. Affibodies are 18 times smaller and can attach only to the target, 
without activating the immune system. Affibody use the possibilities of the small 
size and possibilities to make the affibody attach in a stronger way than 
antibodies. The company sells through cooperation with Amersham (→ GE 
healthcare) and the products ate used for biotechnological purposes. For instance 
affiboddies can be used for affinity separation of your sample because the 
affibodies bind with high specificity to a certain substance, everything else don’t. 
The affibodies are attached in a column and the sample flows down the column 
and separates the compounds in the sample. This appliance is used in Phadia for 
instance.  
 
So Affibody sell affibodies for research and biotechnological production.  
 
Then they develop products for roentgen, diagnosis and therapy. You attach the 
affibody to a chemical cage containing radioactive substances. You can direct the 
affibody towards a cancer-specific target. This enables imaging of the specific 
tumours. This is Affibody’s main focus today. Then you could attach a therapeutic 
radio-ligand to treat the cancer too.  
 
Selling: The company sells via partners, distributors and a catalogue on the 
internet.  
 
Major lessons learned: The technique is very versatile. It can be used for so 
many things. Affibody needed to focus and they have not been able to this until 
recently. This has been a major question to Affibody. They had to choose what to 
not do. This forms a part of a process of maturing. In 2001 They raised money 
for the most interesting deal in Europe, a company with a large platform. Today 
nobody is interested in large platforms. Today you should have products. You 
need to focus. 
 
The first idea and the development Affibody’s first idea was to make 
everything an antibody can achieve. It was a platform-based company. Today 
they have focused a lot. They cannot do everything, and nobody wishes to 
finance them making everything. Focus today is in oncology, imaging, research 
tools and diagnostic tools for oncology and therapy. The focus was performed 
aiming a therapeutic area and specific applications within that area. Then they 
collaborate with other companies who may wish to do the same thing in 
inflammation for instance, but then they will have to pay Affibody well for the 
services.  
 
The future customer: is in some aspects patients, hospitals, and entities 
paying for the care, oncologists and researchers in oncology. Affibody adapt the 
models to the kind of products they sell and to the situation. For instance, what 
will make an oncologist use our technique? What would the consequences be to 
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the patient if a tumour can be discovered two months earlier? What would be the 
effect in terms of costs for the medical care? They paying entity varies from one 
county to another. So yes, Mr Dalsgaard says, we do think in terms of different 
customers and different aspects of the customers.  
 
Generation of new ideas: The affibody itself is developed in the company. The 
applications can come from the outside. This gives a simplified picture, so there 
are versions of course. The employees in Affibody constantly come up with new 
ideas. They are not worried to run out of new ideas!  
 
Organisation: Affibody’s CEO, Mr Dalsgaard, is a part of HealthCap as 
venture partner.. A new CEO was needed in December 2005 and Mr 
Dalsgaard stepped in. Organogram exists, and the company is well 
organized. Affibody may be a bit too organized at times, according to Mr 
Dalsgaard. The small size also provides quick decisions and informal 
meetings.  
 
Network or cluster: The most important contacts to Affibody are the 
groups owning the company. They bring big networks to the reach of 
Affibody and they are useful for heading forward. Scientific networks such 
as connections to KTH or Karolinska are very useful too.  
 
Continue on your own: Mr Dalsgaard thinks they will continue on our 
own. The technology makes them unique. Nobody else can make 
Affibodies. They have a strong patent situation. Patents are not a problem 
to them as it is to companies working with antibodies. However if an 
industrial company would like to acquire the company they will be sold at 
the right price. They may also merge with a smaller company that would 
fit them and their technology. But the base-case is that Affibody continues 
on its own. 
 
Resources that may lack would be financial resources. Skills, staff and 
so on they find when necessary. Mr Dalsgaard doesn’t think financing will 
be a problem either, Affibody is a good company. What will have to be 
done is to continue to develop the products and convince financial bodies 
to go with the company. 
 
Motivation: Affibody develops a unique technique in oncology. Nothing 
exists today that resembles this. This has the potential to become 
something very useful and valuable. This is good motivation for the 
company. There is a role for them. They can build a business that will be 
unique. This is fun, Mr Dalsgaard says. 
 
Future: The biotech business is not the main focus for Affibody. The 
company is growing organically and will make them cash flow neutral in 
the future. But the main future for Affibody lies elsewhere. The biotech 
sales are a nice foundation for the company. However the products that 
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will provide a J-curve are the products for roentgen, diagnosis and 
therapy.  
 
Affibody will be a world leader in oncology diagnostic technique. This 
includes in vivo and in vitro technique. Hopefully there will be possibilities 
for therapy too. Therapy in oncology is a question of trying to make one 
effect without too many side-effects. Therapy in oncology also concerns 
handling radiation that can be hazardous and is more difficult to manage 
than imaging. They consider the therapy an upside if the development will 
succeed. So far it looks good but, as Mr Dalsgaard was saying, it is more 
difficult.  
 
Affibody like to look at Nycomed for parallelism. Today GE has bought 
Nycomed, but… Nycomed was a small Norwegian company that bought 
the patents for a contrast liquids with features that made people react 
with allergy to a less important extent than the usual contrast liquid. They 
developed the company that became a world leader in contrast liquids. 
Affibody can become a world leader too. Only, their contrast will be 
specific. Nycomed became a large and well kept company. Affibody can 
make the same thing, and better. They regard this as a field where you 
can become a large well kept company. 
 
In ten years: Then Affibody will be there. They will not begin to sell 
world wide from the first day, but they can start with distributors and then 
gradually expand their sales force, as Nycomed did. They have a 
marketing organisation and market companies and so forth.  
 
Affibody will start some kind of education and build contact with opinion 
leaders for this new field. They will not replace anything. They introduce a 
new field that will take some time to establish. 
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Biolipox 13th May 2006 CFO Mr Peter Hein 
 
Age: Founded in June 2000 
 
Employees: 45, all except 6 of those are working with R & D. The 
remaining six are working with administration, business development or 
finance. All of those working within research have an academic degree 
while about half of those are holding a PhD in medicine, chemistry or a 
related area.  
 
The first idea: Two professors from KI, Hans-Erik Claesson and Magnus 
Björkholm, the scientific founders of Biolipox, and the Swedish venture 
capital firm HealthCap created the company in June 2000. Karolinska has 
great experience in the area of arachidonic acid, which is the basis for 
most of Biolipox’s projects and research. Arachidonic acid is stored in the 
cells and turns fatty acids in the body to essential but also potentially 
harmful mediators. When cells are activated, arachidonic acid is released 
and transformed into families of biologically active compounds 
particularly, prostaglandin and leukotrienes. There is potentially also 
another enzyme important for the inflammatory part in asthma, and the 
discovery of this was the base to found Biolipox. 
In 1982 Bengt Samuelsson at Karolinska Institutet achieved the Nobel 
Prize in medicine for his discovery of the hormones prostaglandin and 
leukotrienes important for normally body functions but also formed in high 
concentrations in inflamed areas. Mr Samuelsson active in the company as 
a board member.  
 
History: A pharma company working with medical research and 
pharmaceutical development. Biolipox has three pre-clinical projects, all 
developed from the same research areas, Arachidonic acid. All are 
inflammatory diseases, the focus is on respiratory and pain. Biolipox aims 
to diminish the side effects compared with similar products already on the 
market, for example the project to develop a medicine to treat 
inflammatory pain is aimed to replace COX 2 inhibitors. In this case, the 
mechanism of action is more selective for Biolipox products, whereas COX 
2 inhibitors also negatively affect other important biological functions in 
the body. Business model is to take the projects to Proof of Concept, PoC, 
that is to prove that it has an effect in humans, before the projects are 
out-licensed. The company is however very opportunistic and could out-
license earlier if the right financial deal could be made and if a project 
could be progressed faster with a partner. Biolipox also has one project in 
clinical phase with a medicine to treat rhinitis.  
 
Products: No products on the market yet. The closest to reach launch is a 
nasal spray, to treat histamines named NLA which is a clinical project and 
will hopefully be launched 2009. Work is on-going to have if unlicensed on 
the US market. It’s good for Biolipox to have projects later in the 
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development process as these have lower technical risk. This nasal spray 
is a refinement of an old pharma.  It’s important for this kind of company 
to have some later projects. Mr Hein thinks it’s important to have later 
projects for this type of company.  
 
Important Milestones: In November 2005 Boehringer Ingelheim (one of 
the world’s leading pharmaceutical companies) and Biolipox announced 
that they had agreed to a research and licensing collaboration including 
co-promotion in the Nordic and Baltic countries. Milestones achieved in the 
project will give Biolipox further milestone payments from BI. This deal is 
very important for Biolipox. Perhaps the most important is that it is an 
acknowledgement for Biolipox research and strategy to combine scientific 
skills with development competence. The agreement with BI is also 
important as it is a strong global partner with resources and expertise in 
the inflammatory area.  
 
A lot of effort has been on business development.  
 
A lot of time and efforts have been put on the collaboration with BI and 
the financial terms were very good for Biolipox. It’s more common to 
come to consensus with clinical projects, with less technical risk.  
 
Also a lot of effort is being made on in licensing. The importance is not to 
have the same technical level as other projects, but to have more late 
stage products than only the one NLA.  
 
Mr Hein compare with USA where the biotech companies are more 
interested to find niches. The companies over there are more 
opportunistic. In Sweden he gives Meda as an example of a new kind of 
company within healthcare (not to compare with traditional biotech 
however) (who we wanted to contact, but didn’t succeed to arrange a 
meeting). 
 
New Ideas: Two (and partly the third) projects are the outcome from 
own research at Biolipox. It‘s difficult to generate a steady flow of projects 
from internal research. Biolipox must therefore continuously search for 
external products or projects to in-license.  
 
The future customer: The future customer is depending on which 
project we are looking at. The MPI projects with BI is a refinement of a 
COX-2 inhibitor that will be sold to the primary care. Other projects will be 
sold to the speciality care. Sometimes the customer will be a big Pharma 
company, depending on the type of the project. It’s possible to build a 
sales force in cooperation with CROs. This lay in the future and there 
doesn’t have to be any strict plan yet.  
 
Generation of new ideas: Always looking on other projects and scoop 
for other companies. Biolipox can sometimes hand-pick interest values 
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from companies in a stressed financial situation. There are also projects 
that are not managed in a accurate way according to the researchers at 
Biolipox.  
 
Companies in the USA are focused on there local area. It could be 
interesting for Biolipox to broaden its portfolio by different kind of 
collaborations with speciality pharmas. The main aim is to broaden the 
pipeline within respiratory and inflammatory disease areas. Mr Hein than 
says however that it might be to narrow to stick to theses therapeutic 
areas. As long as the strategic position around arachidonic  acid is kept 
one could eventually consider other diseases. 
 
Organisation: Biolipox has a well organised structure in matrix shape. 
The outcome is ok, probably according to the small size of the company. 
Mr Hein draws the matrix on the whiteboard for us. There is only one 
project leader for all the preclinical projects. The clinical project, NLA is 
driven by the regulatory responsible.  
 
The projects are driven in project groups with one responsible leader, 
bigger meetings 4 times a year top follow-up the project. 
  
It’s always a challenge to increase the productivity in the organisation 
with a matrix structure in all steps says Mr Hein.  
 
Outsourcing: Biolipox is working with outsourcing especially in the 
chemical area. Biolipox works with different CROs, contract organisations 
mainly in the chemical division, about 30 people working fulltime in the 
Baltic countries and Denmark.  
All clinical projects are outsourced to other companies.  
 
Network or cluster: Biolipox has big international owners, such as the 
venture capital companies, HealthCap, Apex, Sofinnova and SLS. These 
financial investors have great contacts in the biotech sector which is to the 
benefit for the company. Also the strong ties to Karolinska Institutet 
contribute to Biolipox’s success as far as industry interest and capital for 
the work is concerned.  
The CEO Mr Torbjörn Bjerke has a broad network from his career in the 
international pharma industry. Biolipox has received help from the owners 
and banks about ongoing projects in interesting areas.  
 
Obstacles: To be successful, Mr Hein thinks there really has to be a 
unique idea with a strategic position, and to find ways to generate 
revenues also at an early stage of a company’s existence. 
 
Since the company has mainly preclinical project there are not un-
common with delays in the projects. These delays could also cause a delay 
of the payments for the achieved milestones. 
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One specific problem for one of Biolipox’s projects, the eoxins (substance 
present in inflammatory asthma) is that they are abundant in animals, 
which prevents the company to make animal studies before the substance 
is given to man. Regulatory issues are therefore also critical for the 
company. 
  
The development of pharmas is extremely complex process one has to be 
prepared that sometimes one takes one step forward and two steps 
backwards.  
 
Continue on your own: It’s important to create value for the company. 
But it’s not a purpose in its self to continue on your own. Hence, mergers 
and acquisition are something that always is considered.  
 
IPO: Speculations in Media if Biolipox will make an IPO. Mr Hein says that 
Biolipox wish to build an integrated pharma company, and for that 
Biolipox needs one more late stage product. In the future Biolipox is 
ideally an integrated pharma with more products on the market and own 
sales forces. This will require substantial investments, which could be 
financed through a share issue in conjunction with an IPO. An IPO would 
also make Biolipox get access to a public capital market.  
 
 
Motivation: Mr Hein thinks that Biolipox have employees who are proud 
over there work and that they can see that they will in the future create 
value by helping a patient in need. It’s encouraging to work with 
something valuable to humans. Biolipox has an entrepreneur approach, 
with short decisions ways. Mr Hein says that for him personally it’s 
important to enjoy and have good working relations with his colleagues.  
 
Future: Growth is important for long term profit, but it’s important that 
one neither grow too fast or too much, as this could harm the 
entrepreneurial spirit that is the basis of the company.  
 
Probably one of Biolipox preclinical projects will be in the clinical phase1 in 
the beginning of 2008.  
 
In the future Biolipox is ideally an integrated pharma with more products 
on the market and own sales forces. To become such a company Biolipox 
needs more projects with great potential.  
 
Mr Hein comes back to USA several times during the interview, where the 
companies are more opportunistic and advantageous. In Sweden the focus 
is too much on the technical aspects instead of the market opportunities.  
 
In ten years: Mr Hein reflects for some seconds, and says: The vision is 
to build an integrated pharma. Hopefully some of the pre-clinical projects 
have been successfully turned into pharmaceuticals and sold over the 
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whole world. Biolipox will most likely be a public company, probably listed 
on the Stockholm Stock Exchange. However, if successful, Biolipox could 
also have been acquired by another mid-size or large biotech/pharma 
company.  
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Karo Bio 4th May 2006 Senior Vice President, Per 
Otteskog 
 
Employees: 77, 80% R&D 20% administration, management 
 
Age: Founded in 1987, 20 years next year. 
 
Products and sales: Karo Bio have substances in clinical development, and 
earlier. None of their products have reached the final market yet. The company’s 
revenues come from the partnerships. They get payments for the scientists’ 
participation in common projects. They also receive payments when a project 
passes a milestone and when a project achieves a certain success. 
 
Who do you sell to? Concerning major diseases, Karo Bio will continue to make 
partnerships with the pharmaceutical industry. However, some projects they will 
bring all the way to the market on their own. They will direct these efforts 
towards orphan-like diseases. Then Karo Bio will market the pharmaceutical 
product aiming at the medical specialist. And the sales force can be rather small.  
 
So the company will target specialists in the area of severe dyslepidimia. The 
need for treatment is extensive in this area.  
 
Network, cluster: Karo Bio belongs to Crescendo, and they belong to some EU 
projects. These projects finance a couple of scientists’ salaries. Otherwise Karo 
Bio doesn’t belong to any network.  
 
New ideas: Many new ideas are generated in the company. Then Karo Bio also 
cooperates with leading scientists in the concerned field. Adding: they have 
advisory boards, not general scientific boards as some biotech companies. They 
sometimes set up an advisory board for a certain area and then the company can 
come up with a new idea for treatment of a disease.  
 
Actually Karo Bio has more ideas in-house than they can handle in their little 
organisation. Today they have an entirely new concept for treating diabetes type 
II, dyslipidemia, obesity etc.  
 
Organisation: Organogram in traditional form. 
 
Independent: It is important to be independent to Karo Bio. But the 
independence is illusive. Karo Bio is dependent on the company’s stockholders 
for making new issues of shares. The stockholders have to like what the 
company is up to, and think they are doing good things. Now Karo Bio tries to 
enlarge their independence. They try to be less dependent on their partners too. 
Via the new strategy Karo Bio will become more independent. The new strategy 
will bring a better cash flow and so the company will ameliorate the situation in 
terms of dependence. This is a clearly stated goal for Karo Bio. 
 
New strategy: In 2000 the human genome project provided lots of new targets. 
The Big Pharma went looking for promising drugs. Karo Bio was good at this. 
Since a couple of years the Big Pharma wishes to in license projects in later stage 
development phases. So Karo Bio cannot be dependent on out licensing projects 
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in early phases, the company has to bring the projects closer to market. Karo Bio 
is making a forward integration. So they have systematically rebuilt the 
organisation. They have been building some competences and diminishing 
others. And they have chosen some projects to bring into later stages ourselves. 
The change has been significant, Mr Otteskog says. Two years ago they had no 
projects in clinical phase. In 2006 they will have three projects in clinical phase. 
Next year they will have at least four projects in clinical phase.  
 
Idea in the beginning: That was another company. One focus was nuclear 
receptors for determining the relevant structures and make rational drug design. 
Karo Bio was a Joint Venture between Swedish investors and an American 
company. The Americans were interested in peptide hormones and Karo Bio had 
a few projects in this area, a nasal preparation for growth hormones and 
cancetonin, for instance. Then there was a branch in the company that worked 
with diagnostics. Karo Bio was a bit scattered back then.  
 
History: Karo Bio grew from 0 in 1987 to 130 employees in 1990. This was very 
costly. So the company made severe cuts in staff 1992. The only thing that was 
left afterwards was 35 persons working with nuclear receptors. The first owners 
got tired of Karo Bio, so management made a buyout, MBO in 1993. Almost 
everybody in the staff became stock owners.  
 
Then Karo Bio made scientific progress. This enabled them to make deals with 
the pharmaceutical industry. Several agreements were concluded 1994 to 1997. 
From 1997 and onwards they were able to make agreements with the Big 
Pharma companies such as Merck, BMS, Abbott and Wyeth.  
 
In 1998 Karo Bio made an IPO at the Swedish stock exchange.  
 
Then the company’s business model was to make a big pharmaceutical company 
a partner in a project and the partner would continue the development process. 
Karo Bio was a company supplying innovative concepts for treating patients. 
They also had unique knowledge and technology. The Big Pharmas were looking 
for projects in Karo Bio’s areas. Since then the conditions for making big 
partnership agreements has changed. Karo Bio has not made any big contracts 
since 2001. For this, and for other reasons Karo Bio has made some changes in 
the business model recently.  
 
Obstacles and how to surpass: The company’s sector contains many 
obstacles. Substances can fail. One of the things you can do to counter this is to 
choose sound projects. Then the substances may fail, but the project will go on. 
So you need good ideas, and concepts for treatment of patients and good 
support from leading specialists in the field. This will make your projects survive. 
Another way of working is to have a broad project portfolio to make sure you are 
not depending on one single project. Then you need substances with different 
risk profiles. Karo Bio doesn’t have platforms. That would make you dependent 
on the platform. Techniques can become old. So Karo Bio has sound clinical 
projects.  
 
Resources: One obstacle is the company’s financial possibilities. Karo Bio needs 
venture capital. So they try to convince the stock market that they are doing are 
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sound and reasonable things. In the end this will be good for the shareholders 
too.  
 
Karo Bio is well known by the pharmaceutical industry. They encounter no 
difficulties in recruiting staff.  
 
Motivation: Karo Bio sees there is a need for better pharmaceuticals in some 
areas. They have new concepts for treating these diseases and projects for 
making innovative pharmaceuticals. Karo Bio thinks it is possible for them to add 
something innovative. They can make a difference. The new projects are very 
exiting and we are positively convinced we are able to contribute with good 
innovative treatments, Mr Otteskog says. 
 
Future: Karo Bio will bring some projects to phase III, they will make distributor 
agreements in the US and keep the marketing rights in Europe. So they will 
create a substantial inflow of revenues, more independence and more value to 
the shareholders.  
 
This is as far as Karo Bio has got approximately. They think they will become a 
company making profits and positive cash flow eventually. But the sector is a 
high-risk sector, so they need a broad project portfolio. So Karo Bio may actually 
in licence projects and they may conclude structural agreements such as 
mergers or acquisitions. They may need to become bigger in size. They are 
relatively small today, according to Mr Otteskog. 
 
In ten years: There will be pharmaceutical products in specialist fields on the 
market from Karo Bio. They will be making profits. That’s what Mr Otteskog can 
say. 
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Orexo 10th May 2006 CEO, Zsolt Lavhota
 
Employees: 50 employees in 2006. Orexo have intensions to employ in 2006.  
 
Age: Founded in 1995, 11 years ago.  
 
Products and sales:  
Orexo’s idea is to take known substances and try to refine these for approved 
clinical use. Orexo look at existing treatments and investigate if they meat the 
medical need stated by the patient. They develop and formulate products with 
fast absorption qualities. Orexo take known substances and try to refine these 
for approved clinical use. There are many existing drugs today, with similar 
effects Orexo focuses on how to improve these. The time from phase one to 
phase three is shorter than for a totally new substance since there is already a 
lot of research done on the substance. Since the products are specialist products 
they generate a high price. The painkillers are used within people suffering from 
pain because of cancer or after surgery. Orexo licence out products and could be 
interested in buying specialist companies in the future active in the appropriate 
niche. Not so price sensitive, better profitability in Europe.  
 
Orexo’s products aims at giving a better effect with only half the dose of the 
active substance, compared with products available. The pill is absorbed under 
the tongue.  
 
Advantages: Mr Lavotha says that one advantages for Orexo is that they don’t 
look at new substances. This diminishes the risks and makes the entry and exit 
barriers lower. The substances are well documented and this shortens the time 
for development and formulation. Every single product could be sold on the 
market the challenge is to find the right distribution channels.  
 
Who do you sell to? Orexo sells mainly to big Pharma, specialized in a certain 
area. Up-side to sell to big Pharmas is that they are great and it looks good. The 
down-side on selling to big Pharmas is that they could quit an agreement if the 
product doesn’t suit them, or if they become interested in another project. There 
are a lot of research on who to sell to, and who it is possible to build a lasting 
collaboration with. The Pharma to sell to is chosen on a sales plan and market 
plan from the Pharma for the actual substance.  
 
Network, cluster: HealthCap, SEB and other owner was important in the 
beginning when they became of the owners 2002.  
The network today is made up of the customers at International Universities and 
big Pharma. It’s important to have personal contacts throughout the world, to 
facilitate sales. One disadvantages for Swedish Biotech companies could be that 
the personnel don’t have any international contacts, says Mr Lavotha.  
For Mr Lavotha it’s a challenge to find people with the appropriate international 
contacts.  
Mr Lavotha contributes with a lot of important contacts in US and Japan. All of 
the business development people have great global experience.  
 
New ideas: According to Mr Lavotha the scientists are very important for the 
generation of new ideas at an early stage. Orexo develops substances that build 
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on the sublingual technology; one pill is placed under the tongue for fast 
absorption of the active substance in the mucous. There are possibilities for the 
employees to educate and go courses if they wish to do so. Collaboration with 
clinical pharmacologists at international universities is important to come up with 
new ideas. Doctors often communicate with the pharmacologists and ask for 
improvements of treatments.  They come up with at least three products for 
Orexo every year to refine. Orexo chose one of the products to continue research 
on, according to lack of physical space.   
Orexo has the ambition to launch a new product continuously every year, which 
creates a good flow  
The first product will be launched 2007 in Europe, the second 2008 Europe and 
the third 2009.  
 
Organisation: People have well defined roles, a flat organisation. Mr Lavotha 
thinks that’s important for the business structure that everybody has defined 
responsibilities.  
A global view is important for Orexo. Well specified goals to the employees to 
strive for. A working sheet is used to evaluate and decide numbers of options 
and bonuses. All employees are evaluated in a qualitative system for result 
fulfilment. Options create a feeling for Orexo among the employees. The different 
divisions are important and especially the project teams who work and 
implement the projects.  Orexo has an exploratory group working with new 
formulations for the products..  
 
Independent: According to Mr Lavotha independence is not too important. The 
importance is to create value for the owners and investors. All of the company’s 
activities must increase the value. In the future it could be a fusion between two 
companies if that’s most convenient for the company.  
 
New strategy:  
In the future it’s important for Orexo to have more integration with clinical 
specialist at academic institutions, to build a customer network.  
There are no totally integrated Pharma in Sweden today. Ideally Orexo would like 
to be one such company with a development division and sales divisions.  
 
Finance control, Quality 
Don’t look back, all mistakes have been corrected rapidly. It could deal with 
cultural differences and company culture, today the culture is more of an 
international one. Today there is a more international working peace than a 
Swedish one. The result of today shows that there have not been any to serious 
mistakes.  
 
Idea in the beginning: 
The idea in the beginning was quite simple, to take existing diagnostics and 
improve their properties. Three Swedish scientists found that a lot of the existing 
Pharmas didn’t meet the patients’ needs. The idea was to refine existing drugs to 
facilitate their absorption and effects. Especially in pain treatment the time after 
intake of a substance to effect of the substance needed to be improved.  
 
History:  
It was three professors at BMC who looked at possibilities to improve specific 
treatments. The task was to improve existing treatments to better met patients 
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needs. They took diagnostics and saw that these are not optimal, this lead to the 
development of the first product, Diabact. In the fist years it was hard to sell to 
the big Pharma. The Pharmas weren’t interested in diagnostic Pharmas at the 
time. But they managed to take an idea to a product possible to sell. Diabact was 
launched 2000. It was a difficult market in the beginning and hard to get venture 
capital. The years 1995-2002 were quite hard and there were no great 
milestones and only one product, Diabact. A common problem in Biotech start up 
companies is that there is not enough knowledge among professors to 
commercialise their idea.  
 
In 2002 HealthCap became one of the main owners. In 2003 there was still just 
one product on the market. During 2003 began the start up of the formulating 
project. The board was changed in 2003, and people with great experience from 
the Pharmaceutical business joined the board. They searched to find a business 
person for the CEO position. Mr Lavhota was asked to become CEO, and begun in 
2004. Mr Lavhota has a lot of experiences of the Pharma sector after 22 years in 
the US and has been working in both big and small companies. It’s important to 
structure the business with strategies. It’s not enough with a brilliant idea. 
Number of employees have increased since 2003 from 20 people, to 30 2004, 40 
employees in 2005.  
 
Orexo could pick people with broad competence from several of the big Pharmas, 
former Pharmacia, AstraZeneca, and Pfizer.  
 
Orexo has IFRS reporting, making them one of the few Swedish companies that 
follow this new rapport system.  
 
IPO: Orexo made an IPO in November 2005. Since the company went public it 
has been on top of the line among life science companies.  
The Stock exchange rate has increased with 77 % since the IPO, a good 
investment for the owners so far.  
 
Orexo has a diverse portfolio, with several products. 
 
Start to create a company with the division needed in a Pharma company.  
 
Obstacles and how to surpass: not enough space for the employees. Could 
employ 15 people tomorrow but there is not any room for these. Orexo have the 
development plans and market plans but not the physical room. Orexo could 
solve this problem by buying another company, or buy to laboratory locals.  
Patents could be a problem, if the cross the boarder to another patent.  It’s one 
of the everyday tasks to work with. Orexo patent their new discoveries  
 
Resources: Human value is the most important. The personnel has a lot of 
experiences from working in international Pharmas. The knowledge among the 
employees is one of the greatest resources. To be trusted it’s important to have  
 
Motivation: The most important is the engagement among the employees. 
Further Mr Lavotha thinks that the option system, relay on personal results is a 
good way to motivate his colleagues. It’s positive to build a company and se the 
route for a substance from development to sales. It’s also important with human 
re 
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Personally Mr Lavotha says that the possibilities to build a new Swedish Pharma 
from scratch are one important motivation factor. This rise since 2003 has been 
amazing and motivates. They are on good way to be as big as Q-med, but there 
is still a lot to do. Many people are interested to work at Orexo.  
 
Future: No strict plan for the future, the future route is flexible. The main 
purpose is to create a sustainable and profitable company. All activities must 
have an incremental value. Launch refined products every year. A lot of the 
employees spend a lot of time on work and that makes it important to take care 
of the organisational culture.  
It’s important to look into the future, where there is a lack of good existing 
Pharmas, one interesting field seems to be incontinency. According to Mr Lavotha 
he has interested customers to start selling to tomorrow, if possible.  
Mr Zavoltha means that the great technical knowledge in Swedish companies in 
general create a big interest for acquisitions.  
 
In ten years: Instead of stating missions that maybe won’t be fulfilled. The 
company’s flexible and work in . Orexo is hopefully autonomous in 5 years.  
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