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The Commander of 
Not-So-Big Pharma

David Pyott, CEO of Allergan, believes that the fate of big
pharma is not pretty. So how will his company, armed with one

of the world’s fastest growing products, maintain its
momentum without meeting the same cumbersome end?

It’s simple. Just know when to say when.

Shari Shallard
sshallard@advanstar.com
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David Pyott is negotiating a paradox particular to the

pharmaceutical industry. His commitment to continual growth is

unwavering, yet Pyott believes the medium size of Allergan

allows a nimbleness and focus that eludes the Glaxos and

Mercks. He wants his pharma to be bigger, without becoming

big pharma — and so far it’s working. “If I see signs of

bureaucratization or committees developing,” Pyott says, “then

I start asking people: ’What are we doing here? Are we trying to

turn this into big pharma or what?’ That is a polite way of

saying ’Get off the train; we’ve got to do something differently.’”

Allergan is an eye care and specialty pharmaceuticals

company based in Irvine, California (USA). Since 1998, its revenue

has grown at an average rate of 22% a year, with sales more than

doubling and personnel expanding by 6%. The next few years are

expected to see new therapy areas tapped into, new technology

coming to market and the company taking a broader external

view. “The challenge with a company like us is growing fast,” says

Pyott. “How do you keep it going year after year after year? The

company has had super high growth, more than 20% per year. It

goes without saying that to keep it growing is hard, and as the

numbers get bigger, doing 20% gets even tougher.“

In its current state, Allergan claims to represent the best of

three worlds: the diversity and global infrastructure of big

pharma; the full pipeline, integrated research and development

(R&D) and self-reliance of specialty pharma; and the solid

growth, leverage and approximately $10 billion� market cap of

biotech — all without each sector’s respective limitations.

Growth of 20% per year might suggest a natural move away

from such agility and towards something more cumbersome,

but Pyott says that Allergan will not become big pharma any

time soon. More significantly, he believes that when it does,

loss of flexibility is not inevitable. “As long as business units or

operational areas are organized into small enough groups,”

Pyott says, “you can keep the speed going.“ 

Despite its medium size, Allergan’s rate of success with drugs

is notable. According to Pyott, compared with the industry

average of putting 7.9 drugs into preclinical for every one

approval, Allergan can boast a 4:1 ratio. Pyott believes this pace

comes from the longevity and focus within Allergan’s research

teams. “There are critical people in R&D who have been around

for a long time so there is cumulative knowledge. Also, because

Allergan is operating very few businesses, there is a

tremendous depth of knowledge and focus.”

The golden pipeline
Focus isn’t too difficult for this company when a single name

last year brought in 34% of Allergan’s $1.7 billion. Better known,

perhaps, for keeping Kylie Minogue looking young than for

restoring use to a concert pianist’s hand, Botox has been called

by some ’the penicillin of the 21st Century.’ 

Initially used by ophthalmologists to treat blepharospasm

(uncontrollable blinking) and strabismus (crossed eyes), the side-

effect of disappearing wrinkles was quickly seized upon. Pyott says

the aesthetic use made its way quickly to Southern California, “and

that took care of the Beverly Hillbillies. From there it spread to New

York, to Miami; from Miami to São Paolo, Rio and Buenos Aires. The

Californians carried it across the ocean to Korea. In Europe, it went

to places like Paris, Nice, Cannes, Geneva, all the places you’d

expect the beautiful people and the ’well-heeled’ to be. It started at

the top and now it’s not just a treatment for the stars. It’s the

treatment for Mrs Jones on Main Street.“ 

Beyond the wrinkles. What Mrs Jones on Main Street may

not realize is that the same toxin relaxing her frown lines is

relaxing key muscles of children suffering from juvenile cerebral

palsy. Currently, the therapeutic business makes up

approximately 60% of Botox sales. Pyott is visibly pleased when

he talks about the more notable success stories of non-cosmetic

Botox. “There are some great stories,“ he says, recalling concert

pianist Leon Fleisher, who was essentially paralysed in one hand

(seemingly following dramatic overuse). “For more than 30 years

he was playing concerts one handed and was sent from place to

place to place. One day, they finally treated him the right way —

Botox — now he’s back to using both hands.“ Pyott also

describes videos featuring before and after shots of children

treated by Botox. “You can see the children walking tip-toe or

dragging their feet. Then post-treatment, you see a small limp,

but they’re walking and their heels are down. It’s always the

same process with Botox — temporarily relaxing a muscle for

some benefit — in that case, to walk.“

Botox has recently been approved in Europe and the US for

treating hyperhidrosis, or excessive sweating. Next year

research will begin on the treatment of overactive bladder. “It’s

always doctors pushing out the frontiers of knowledge,“ says

Pyott. “The first was the ophthalmologist noticing the wrinkles

going away. Neurologists then noticed it working in a different

set of muscles; therefore it must work in unclenching the

muscles of the spastic adult or child. Then the urologists started

saying: ’Wait a minute; you have urinary retention problems. I

wonder if it would work there?’ Well, bingo, it might. Then

doctors start publishing and the usage starts spreading.“

Like a ski jump in reverse. Pyott believes this learning

curve has made Botox the pharmaceutical juggernaut it is. “The

rule of thumb is that you launch a product for an indication and

it will reach peak sales in 6 years if you’re a good marketer. This

thing [Botox] is like a ski jump in reverse; it’s accelerating. That’s

because of indication after indication being approved. And, it is

Company Name: Allergan
Head Office: Irvine, California, USA
Employees: 4950
Date Established: 1950 
2003 Sales: $1.7 billion
2004 Sales forecast: approx $2 billion
Subsidiaries: 23 total in North America, Europe, Asia-Pacific

and Latin America
Scope of business: Ophthalmology, dermatology and 

neuromodulators
Key Products: Acular (for ocular pain); Botox (neurological disorders);

Botox Cosmetic; Tazorac (acne and psoriasis); Restasis (dry eye);

Lumigan (glaucoma); Alphagan (glaucoma); Zymar (bacterial conjunctivitis)
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not just covering the three big markets — US, Japan and Europe

— it is spreading out from each of those.“

Ever focussed on growth, Pyott sees Botox as a gateway to

new therapy areas. “There is the simple question of what’s

next? Gastroenterology is an emerging cluster for us because

we have Botox for overactive bladder; there is also potential for

a bowel indication.“ Despite the continued growth of

therapeutic usage, it seems that the general public has not

seen past Botox’s pretty face. Is this perception limiting? Pyott

says no. “Products are best known for their consumer

applications — people who go to doctors don’t tell everybody

about it,” he points out. “With the cosmetic business doing well,

it is actually providing funds to pour money back into clinical

development of new therapeutic indications of Botox.“

When to say when
Ironically, Pyott’s drive for growth seems only matched by his

pessimistic view of big pharma. “I think at some point large

pharma companies become unmanageable. Everything starts

grinding to a horribly slow speed.” Allergan’s continued progress

seems to lie in Pyott knowing when to say when. He praises

certain difficult decisions and believes many other such choices

lie ahead. “Strategy is all about choices. Everybody would like to

do more than they could possibly afford. When the cupboard is

full, you are then forced to ask: Where do we draw the line?

What do we invest in and what don’t we invest in?“

Spinning off of the company’s surgical and contact lens core

business in 2002 was a difficult but rewarding move. “It was time

to move on; that’s why we placed it in a start-up company,” says

Pyott. “We had pulled out the jewels — that’s not to say there’s

no value left — and we placed it with somebody else who is

smaller, hungrier. I think in big companies, people just don’t do

that. They might not even know it’s there.

“I think big pharma is going to get broken up into pieces

again. You can already see what’s happening, particularly with

Pfizer who is probably most disciplined: they’ve had to dispose

of everything that is non-pharma. I think others will arrive at

the same place. Take our own little example (the surgical and

contact lens business). We were going to kill that business

because we weren’t willing to invest in it. But look at the spin-

off company now — we put them out a stock price of $11 and

last week they cleared $40. The investors say to me: ’Hey that

was a smart move.’ We’re doing great; they’re doing better.

Everybody’s happy.“

Big pharma refugees
Pyott is happy. With a workforce of approximately 5000, Pyott is

still told by employees that he is the most approachable CEO

they’ve ever worked for. “I joke that I’m the ’commander of a

refugee camp in southern California,’” he says. “Almost

everyone there has worked for the big pharma companies and

decided that they’d had enough of the grindingly slow

evolution. People who are fearful of responsibility usually don’t

want to stay very long. It’s just too much hard work and too

much accountability. Go and hide somewhere else, right?“

Allergan’s success, according to Pyott, is the combination of

an empowered workforce, his aversion to bureaucracy and,

more than anything, knowing what’s going on. “I have a belief in

great delegation with a lot of accountability,“ says Pyott. “I can

do that by having tremendously good information.“ Every month

he receives detailed reports from each region of the world —

David Pyott is Allergan’s chairman of the board, president and chief executive
officer. Before joining Allergan in January 1998, he was head of the Nutrition
Division and a member of the Executive Committee of Novartis AG. With more than
20 years of experience in nutrition and health care, David has held a variety of
roles throughout the world:
● Strategic Planning and Marketing Manager, Sandoz (Switzerland, Malaysia

and Singapore)
● Head of Nutrition Division and Executive Board Member, Sandoz (1995)
● Past Chairman and Board Member of the California Healthcare Institute (USA)
● Member of the Director’s Board of the University of California (Irvine)

Graduate School of Medicine (USA)
● Board Member of the Pan-American Ophthalmological Foundation (USA)
● Board Member of the International Council of Ophthalmology Foundation

(USA)
● Board Member of the Los Angeles Business Advisers (USA)
● Board Member of EyeCare America (USA)

DAVID PYOTT
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not only in terms of market share and sales growth, but also

qualitative descriptions about ongoing programmes. He wants to

know “which programmes are working, where the issues are,

where the opportunities are and what the competition is doing.“

This knowledge is integral to his effective delegation, and Pyott

believes his workforce recognizes that. “I think people enjoy

working for our company because they get a lot of responsibility

with accountability,“ he says. “People feel comfortable sharing

everything they know, because they know I’m not going to try to

wrestle the decision away from them.“ He makes a point of

communicating with the people most likely to know what’s going

on, and he does it on their turf. “I’ll talk with employees in small

groups during coffee breaks; I go and sit down with them at their

tables,“ says Pyott. “I’ll ask: ’What are you doing? Tell me what’s

good, tell me what’s bad.’ They realize everybody is important, it’s

just that we each have a different role.“

Pyott attributes this firm but personable management style to

his experience in working everywhere from Austria to Singapore:

“I think if you’re always a foreigner, and you’re always in a

strange place, then you better enjoy meeting people and

working out how people tick.“ Pyott speaks French, Spanish and

German; many native German speakers have even mistaken him

for one of their own. “I’m fortunate that I speak all of these other

languages,” he says. “I had a few slacking jaws at a recent

German press conference when I stood up and delivered my

presentation in German. What radiates is ’I understand you.’“

The Calvinistic CEO
Raised in Scotland, Pyott feels that certain characteristics are

innate to his heritage: “A Scottish background makes people

terribly Calvinistic, rather serious and diligent and hard-

working. That is a great background to have.“ After earning a

law degree from Europa Institute at the University of

Amsterdam (The Netherlands); an MA from the University of

Edinburgh (UK); and an MBA from London Business School

(UK), a 26-year old Pyott and his wife headed for Switzerland.

There, Pyott walked to all the surrounding large companies

seeking employment until he found the job that most

appealed to him: assistant to a division president of Sandoz.

“He was just an enigmatic person,” says Pyott, “and I thought,

‘I’m going to throw my hat in the ring with this guy.’“ That

decision set Pyott on a career path moving up the Sandoz

ladder, around the world and through everything from

consumer goods to hospital tube feeding. When Sandoz

became part of Novartis, Pyott emerged as the company’s

head of nutrition, a position from which becoming CEO of

Allergan was a natural step. “That’s how I managed to make

my way into this job. At the time, Allergan had a medical

device division; I was really hired more for that than for

pharmaceuticals. I love where I am — my story is even more

accidental than most.“

So far Pyott seems to be achieving an enviable balance:

Allergan’s future is looking profitable and large, yet Pyott’s

involvement remains precise and fundamental —  and he

genuinely likes his job. “What I enjoy most is seeing new

products to market, and them growing successfully —

obviously particularly those that you can see changing

people’s lives. Then it’s no longer a job, it’s something much

greater. It’s a mission. I think anybody who only does a job

because there’s a paycheque every month should probably be

doing something else, or working for another company.“

But do not mistake his contentment for complacency.

Pyott’s recipe for success calls for a lot of stirring. “It doesn’t

matter how much success you have, you should always be

thinking about the next thing. If you just rest on your laurels,

the success will come to a grinding halt pretty quickly. The

more successful you are, the more somebody will want to

have a piece of your product or that market. You better be

scanning that horizon diligently to make sure you understand

what those people are doing and how you can do it better.“ ■

According to the company’s website, www.botox.com,
Botox is a formulation of botulinum toxin type A, derived
from the bacterium Clostridium botulinum. This
bacterium produces a protein that blocks the release of
acetylcholine and relaxes muscles.

Normally, the brain sends electrochemical messages to
the muscles to make them contract and move. These
messages are transmitted from a nerve to the muscle by a
substance called acetylcholine. When too much
acetylcholine is released, muscles become overly active and
spasm or tense up. Botox blocks the nerve from releasing
acetylcholine. As a result, the muscle spasms stop or are
greatly reduced, providing relief from symptoms.

HOW DOES BOTOX WORK?
Appearing under the names Botox and Vistabel/Vistabex in Europe (law dictates
that its use be identifiable by its name), the treatment there is approved widely
for therapeutic use, but only in Switzerland, France, Spain, Italy, Portugal and
Scandinavia for cosmetic use. “After the summer, we’ll make applications in a
second wave of countries. We’re still deciding which ones those will be.“

Worldwide, Allergan has nearly 90% market share. Pyott says that Ipsen’s
(France) Dysport is Allergan’s greatest competition, holding about 5% of the
remaining market. “The only market where Dysport is just ahead of us is in the
UK,“ says Pyott, “and that is because they were here first. Although, the latest
data we have is that we are just about to overtake them. And then we can say
there is not a single market in the world in which Botox is not the leader.“

The BOTOX® name is a trademark and a proprietary 
pharmaceutical product name owned by Allergan.

BOTOX IN EUROPE

Strategy is all about choices. Everybody would
like to do more than they could possibly afford.
When the cupboard is full, you are then forced
to ask: Where do we draw the line? 


