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ration introduced since the discovery of prednisone embodies the
unique principle that characterizes the prednisone molecule and that
distinguishes it from cortisone and hydrocortisone. Prednisone blazed
a new trail in anti-infiammatory steroid therapy.

.

- Moreover, as the discoverer of prednisone, we are even today in-
volved in servicing that compound, continuing research with 1t, in
seeking to broaden its application and to expand the line of prednisone
products. As the discoverer of prednisone, we carry, and must assume,
the responsibility of continuing research not only with respect to that
product, but with derivatives of it. At this point, some 12 years after
we first introduced prednisone, we continue to supply clinical inves- -
f'tifgators with experimental forms of prednisone for further exploration
of its potentials. These things, costly as they are, are not performed in
any way by any of the generic distributors of prednisone.

To achieve our objectives, to maintain the kind of organization we
are—research, development, Government clearance, worldwide mar-
keting, total service to the physician and the trade-all this far exceeds
to cost of operating a generic enterprise which ordinarily requires
bare manufacturing cost and nominal sales expense. Many of our costs
applyd to failures, as well as successes, but only the successes are
- copied. - :

I’i‘h@ “striking differences” in price you referred to are the inevitable
~ consequence of these contrasts. In my judgment, they are fully justi-
fied. At generic-level prices, we cannot have new discoveries. At ge-
neric-level prices we will stifle research-and the development of new
medicines, and soon we will have neither the new drugs nor the
generics. ‘ -

If we were to attempt to compete at the same price level as the.
generic distributors, we would have to eliminate a large proportion of
* the activities and services which I have described as characteristics of
our company. We would have to limit our activity to simple manufac-
~ ture and distribution of drugs discovered, proven, and established by
others—and they do—and one important source of new drugs for the
treatment of sickness will have been removed from this country. I do -
not believe this would be in the public interest—certainly it would not
advance medical science nor contribute to further development of
higher health standards. -

You also asked me to discuss our pricing policy with respect to
prednisone. Let me answer that by giving you some of our guidelines
in pricing—the highlights of the criteria we consider in establishing,
ané3 subsequently in reviewing, the prices for Schering products.

" The ultimate responsibility for pricing dpolicy at Schering rests
with me as president. Pricing decisions and approvals, in each mar-
keting division, must be in accordance with procedures and practices
which I approve. ' ‘ -

Schering prices are established at a level which covers our research
budgets, including the cost of both our successes and our failures, the
cost of materials and of efficient manufacture at reasonably attaina-
ble volumes, the cost of quality control under the highest standards,
the cost of efficient marketing, including that of communicating prod-
uct facts and benefits, the administrative cost of operating the com-
pany, and the taxes payable to national, regional or local governments.
The cost, of the active substance is a small portion of total costs. -




