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PLUGGED IN

As 2013 comes to a rapid close, much of the success of the biotech 
industry this year, particularly for New Jersey based companies, 
was foreshadowed by the financial results from the prior year.  Not 
surprisingly, a recent BDO analysis revealed research and development 
spending at biotech firms and the utilization of capital markets to 
obtain the cash for R&D funding continues to rise. 

The 2013 BDO Biotech Briefing found that companies spent an 
average of $54 million on R&D in 2012, up from $50 million in 2011 
and $48 million in 2010.  The spike reflects an eight percent jump in 
2012, compared to a four percent increase the previous year.

Biotechs- particularly smaller companies- remain committed to R&D 
efforts.  While smaller firms saw a nine percent increase in average R&D 
spending overall, average R&D spending as a percentage of revenue 
increased to 215 percent in 2012 from 143 percent in 2011.  Small 
companies also spent more on R&D per employee.  In 2012, these 
firms spent $342,000 per employee, 42 percent more than the overall 
average in the study, and 90 percent more than larger companies spent 
per employee in 2012. 

The results of this increased R&D effort were recently identified 
in a report from the Pharmaceutical Research and Manufacturers of 
America (PhRMA), which noted that U.S. biopharmaceutical research 
companies are currently developing 452 new medicines and vaccines 
for the treatment of rare diseases, all of which are now in human clinical 
trials or under review by the Food and Drug Administration (FDA).  

BDO’s findings also indicated that biotechs are driving job growth in 
the life sciences industry, with the number of employees increasing 13 
percent from 2011 to 2012.  A recent report from analyst EP Vantage 
confirmed these findings, revealing in fact that some companies 
reported staff increases of over 60 percent between 2007 and 2012. 
Overall headcount at large biotechs increased a notable 23 percent in 
2012, with R&D professionals up seven percent.

The investment required to advance science to a marketable and 
approved product continues to be recognized.  This year, New Jersey 
enacted two incentive programs that will help sustain the growth of life 
sciences companies in New Jersey:  The Economic Opportunity Act and 
The Angel Investor Tax Credit Program.  

The Economic Opportunity Act streamlines New Jersey’s economic 
development incentive programs into two categories: GrowNJ, which 
aims to attract and retain companies in New Jersey, and the Economic 

Redevelopment and Growth Grant Program (ERG), which creates 
incentives for development and re-development in urban and other 
designated areas.  The Angel Investor Tax Credit Program provides 
credits against New Jersey corporation business or gross income 
tax with the goal of stimulating investment in emerging technology 
businesses.  The program offers tax credits for up to 10 percent of 
a qualified investment in a business (with a physical presence in 
New Jersey) that conducts research, manufacturing or technology 
commercialization in the state. 

A vast majority of biotechs in BDO’s study (78 percent) raised capital 
in 2012, indicating that the industry continues to attract investment.  
Equity financing continued to be the most popular avenue, with 67 
percent of biotechs looking to the equity markets.  Companies raised an 
average of $56 million through equity financing, which was in line with 
the levels of the past two years.  Biotechs seeking debt financing also 
found success, confirming the early signs of ease in the debt markets 
witnessed last year.  The average amount raised jumped from $34 
million in 2011 to $61 million in 2012. 

The trend in utilizing the public markets to obtain the capital needed 
to fund the necessary R&D investment was prevalent throughout 2013.  
Studies indicate 45 life sciences companies raised over $6 billion from 
IPO’s this year – including six New Jersey based companies.

 Biotechs also continue to prioritize prudent cash management:  As 
companies continue to invest in product development, cash is critical 
to support their programs.  Companies reported $134 million in liquid 
assets in 2012, up seven percent from 2011 and 17 percent from 2010.  
On average, biotechs held an equivalent of 2.49 years’ of R&D spending 
in 2012, which has remained consistent over the last three years, despite 
the growth in overall R&D expenditure. Smaller biotechs were even 
more strategic in cash management, holding 2.63 years’ worth of R&D 
spending, compared to 2.33 years worth among large companies.   

Biotech is expected to continue to be one of the fastest growing 
sectors within the U.S. economy over the next few decades, and New 
Jersey based companies are poised to capitalize on this growth.  Home 
to more than 350 biotech companies, record high concentration of 
scientists and innovative state incentive programs, New Jersey has the 
potential to contribute to significant job growth and continue to foster 
a healthcare sector that has created the “world’s medicine chest.” n
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