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A. Introduction

The pharmaceutical industry has always been one of Europe’s flagship industries for innovation and competitiveness. Some of the biggest names in the sector, as well as a multitude of smaller players, are based and undertake research and development (R&D) in the EU. They generate significant income, investment and employment in a sector that is of strategic importance to advancing a “knowledge and skills-based” economy that will enable the EU to compete successfully in global markets.

Besides its enormous economic value, the pharmaceutical industry is an important player in ensuring and further improving public health and generating the medicines society needs to cure diseases, minimise health risks and guarantee the provision of sustainable healthcare for current and future generations.

The pharmaceutical industry is thus strategically important in both economic and societal terms. 

It is precisely this strategic role that makes sound and effective European pharmaceutical policies indispensable. Which policy framework promotes the competitiveness of Europe’s pharmaceutical industry and encourages true innovation while taking into account governments’ budgetary constraints and society’s public health interests?

This paper is intended to highlight the complexity of the pharmaceutical sector and to challenge those who attempt to oversimplify the innovation and competitiveness debate. Take the definition of innovation. An “innovative” medicine may be considered innovative from a manufacturer’s business perspective because it receives patent protection. From a medicinal or public health perspective, however, there may be nothing innovative about the product because it adds little therapeutic value when compared to similar existing medicines.  

Similarly, the link between pharmaceutical companies’ profitability and innovative capacity is anything but obvious. R&D takes place in global networks where many parties – public and private - contribute to new discoveries, where inventions are traded and where human capital moves across borders and companies. Apart from R&D, strategic acquisitions, sales and marketing operations, and a host of other factors play a decisive role in pharmaceutical companies’ business development and success.

Another complex area is the interplay of competition and innovation. It is clear to everyone that the pharmaceutical industry requires a robust and effective patent regime that provides incentives for innovation and allows companies to recuperate their R&D investments. But it is less obvious where policy-makers should draw the line between accommodating the pharmaceutical industry’s corporate interests and safeguarding the principles of competition and free movement of goods. In principle, like in any other sector, competition and innovation should be mutually reinforcing and lead to better products at lower prices.   

Any sound pharmaceutical policy needs to take these complexities into account. This paper attempts to reflect on a set of factors that drive competitiveness and innovation in Europe’s pharmaceutical sector and dispel some of the myths that repeatedly surface in the policy debate. 

Europe’s parallel distributors have a clear interest in a robust, successful and innovative pharmaceutical industry. Though parallel traders directly compete with manufacturers in the European market for branded medicines, they are nevertheless trading genuine, innovative medicines. By fostering competition, parallel distributors deliver savings to the payers, be they governments, health insurers or patients. 

B. EU policy context 

The EU has rightly identified that, if it is to retain its competitive edge and compete in an increasingly globalised world where it is challenged by the growth of emerging economies such as India and China, it needs to drive innovation, invest in cutting-edge technologies and ensure it remains an attractive place for foreign direct investment.

Under the so-called Lisbon Agenda, the EU has set itself the ambitious target of becoming “the most competitive and dynamic knowledge-based economy by 2010.” Under the Lisbon umbrella, Brussels has launched several policy initiatives, including a “better regulation” initiative to minimise the burden of current and future EU legislation on businesses; a larger share of public funds to be made available for research and development; and encouragement for individuals and businesses to invest and innovate.

At the same time, the EU has also made steps to introduce a genuine industrial policy to strengthen strategic sectors that contribute to Europe’s capacity to compete globally. In recent years this has led to the creation of groups such as “Cars21”, which looks at the automobile sector. But a new industrial policy launched by current Commission Vice President and Industry Commissioner Günter Verheugen is a more systematic attempt to identify and rectify regulatory burdens and promote growth and innovation across a number of different industry sectors.

The pharmaceutical industry is one of the focal sectors in the EU’s efforts to drive European competitiveness. In 2001 the European Commission initiated a comprehensive review process involving stakeholders, the G-10 process, which culminated in a set of 14 recommendations (addressed partly to EU, partly to national policy makers). Some have been (partly) implemented, for example the Specific Mechanism and industry cooperation with universities. The latter has been embedded into the EU strategy to better exploit the existing structure of universities and research centres through networking and the creation of a “European Research Area”.

In the specific area of pharmaceutical policy, the EU has now set up a successor to G-10, a “High Level Pharmaceutical Forum” which involves member state representatives and industry stakeholders. Three working groups are analysing how the policy environment can be improved in the areas of (1) information sharing, (2) the relative effectiveness of treatment and (3) pricing and reimbursement in order to promote innovation and competitiveness.

While an improved EU industrial policy for the pharmaceutical industry and stronger political and financial commitments to R&D play an important role, innovation also depends on the competitive environment in which companies operate. EU competition policy in the pharmaceutical sector is fraught with complication, primarily due to uncertainties surrounding market definitions and the assessment of market dominance and abuse. 

DG Competition is currently undertaking a review of the application of Article 82 EC with a view to strengthening economic analysis and focusing more on consumer welfare. However, the unique characteristics of the pharmaceutical market are unlikely to be addressed in sufficient detail to equip DG Competition and Courts with the tools necessary to effectively uphold competition in this sector.  

C. State of the European pharmaceutical industry

Much has been said and written about Europe’s pharmaceutical industry and the challenges it faces in generating innovative products and competing in the global market place. Not surprisingly, given the complexity of assessing innovation and competitiveness, the findings are mixed.

A series of studies have found that Europeans are lagging behind the US. A 2000 report by Alfonso Gambardella et al on the competitiveness of Europe’s pharmaceutical industry concluded on a number of indicators, such as patent applications, approved new molecular entities (NMEs), research spending, the science base provided by universities, and market shares in terms of exports and consumption, that it had gradually eroded with the US pharmaceutical sector overtaking Europe.
 These conclusions were a key incentive for the European Commission to initiate the G-10 review process. 

A 2002 study by Oliver Schöffski (sponsored by Efpia) found that two principle factors tip the balance in favour of the US in terms of pharmaceutical marketing and research investment.
 First, Schoeffski pinpoints the difference in market dynamics between the different EU member states and the US in terms of time of a new drug needs to be put on the market. According to the study, the structural differences in the uptake of new medicines explain to a large extent the pronounced market dynamics of the US pharmaceutical market compared to Europe. The second major element identified that helps explain the attraction of the US for pharmaceutical companies is the more advanced “science and entrepreneurship culture” and the larger talent pool available, particularly in the Boston area.  

A 2004 study by Charles River, commissioned by the European Commission, confirmed by and large this analysis, in addition to offering a quite nuanced picture of the strengths and weaknesses of the competitiveness of the European pharmaceutical industry.

However, several indicators suggest Europe’s pharmaceutical manufacturers are not doing so poorly. Profitability is generally a good measure for assessing competitiveness and, to some extent, ability to innovate. European companies are among the most profitable in the world. In 2005, GlaxoSmithKline was the second most profitable firm with a net income of $8,7 billion, after Johnson&Johnson ($10,4 billion). US Pfizer comes in third with a net income of $8,1 billion, followed by three Europeans, Novartis ($6,1 billion), Roche ($5,4 billion) and AstraZeneca ($4,7 billion).
 For European companies, 2005 has been a highly successful year, in terms of turnover and profits, in many cases even record-breaking.
 Europe’s leading manufacturers were able to increase profits by 14% from 2004 to 2005, while US giants saw a decline of 7%, primarily due to poorer performances from Pfizer and Merck.
Europe’s stocks of medicines returned to robust health in 2005. After a period of underperformance, the sector grew by 30 per cent. At the same time, US drug stocks, by contrast, looked less impressive, underperforming a sluggish S&P 500 index by 9 percent.
 

The trade balance of Europe’s pharmaceutical industry displayed a surplus of €38,5 billion in 2004, a 45% increase since 2000 and a 445% increase since 1990. In fact, the pharmaceutical industry is by far Europe’s leading high-technology sector in terms of trade surplus.
Employment grew by 17% between 1990 and 2004 from 500,762 to 588,000. Between 2000 and 2004 alone, nearly 50,000 jobs were added, the majority of newly created jobs since 1990.
 

Drug makers also operate in an environment of ever growing pharmaceutical expenditure by OECD governments (6% average growth per year since 1997), including European governments.
 OECD countries spent an estimated US$ 450 billion on medicines in 2005 and drug spending represents a growing share of health spending in the vast majority of countries. With the exception of Greece, Luxembourg, Czech Republic and Iceland, all European OECD members have seen higher growth rates for pharmaceutical spending than for overall health spending. In some countries – including Austria, Germany, France and the Slovak Republic - drug expenditure has risen twice as fast as national health budgets. 
According to IMS Health, Europe’s pharmaceutical market also grew more rapidly than the North American one in 2005. North American sales grew 5,2 percent, to $265,7 billion, while Europe experienced somewhat higher growth of 7,1 percent, to $169,5 billion.

The European pharmaceutical sector’s growth and strong performance seem to contradict the industry’s concerns over competitiveness and innovation. Indeed, some experts argue that European pharmaceutical manufacturers are as innovative and competitive as their US counterparts. 

Donald Light and Joel Lexchin demonstrate for example that the discovery of innovative new drugs in Europe is proportionately equal to that in the US.
 According to Light and Lexchin, the US accounts for around 47-48% of world sales and spent 49% of the global total on research and development to discover 45% of the new molecular entities that were launch on the world market in 2003, less than its proportionate share. European countries account for 28% of world sales, 36% of total research and development spending, and 32% of new molecular entities, more than its proportionate share.

A 2004 update of the 2000 Gambardella study for DG Enterprise suggests that in recent years, though they still lag behind their US counterparts, European pharmaceutical companies were able to re-increase their overall market share, as well as their share of total sales of newly introduced products.

When trying to assess the competitiveness of the European pharmaceutical industry, in particular in comparison to the US, the main difficulty seems to be that the industry is a global one. European companies do not work in isolation from their US counterparts and in many cases have their own operations on both sides of the Atlantic and beyond. It is clear however that Europe’s pharmaceutical giants play in the same league as US firms and have recently registered similarly if not more impressive financial results.

However, this is not to say that US companies may indeed have an edge over European firms on some key indicators such as better access to an international talent pool or better R&D cooperation between universities and industry. In an increasingly competitive global environment, such differences may indeed have significant implications for the future of Europe’s manufacturers.

D. What is driving innovation and competitiveness?

1. Level of R&D spending
Innovation depends to a large extent on the amount of resources available for research and development activities. European drug makers spent €21,5 billion on R&D in 2004, about €4 billion more than in 2000 and over €1 billion more than in 2003. Employment in R&D has increased by 31% between 1990 and 2004, almost twice as fast as overall employment in the industry.
 

Rising R&D investment from European manufacturers has gone hand in hand with substantial and often rising profitability over recent years. However, even in a scenario of decreasing profits, it would be surprising if firms decided to drastically cut back on their research spending. R&D is after all a core business function which determines the whole future growth and success of each and every pharmaceutical company. Particularly when faced with the prospect of declining sales and income, one would expect companies to strengthen, rather than undermine, their research capacity with a view to securing business performance over the medium to long-term.  

The evidence suggests that European and American pharmaceutical firms spend roughly similar amounts on R&D. Figures quoted at a US Senate hearing showed that the American pharmaceutical industry committed around $33 billion to R&D in 2003 while the equivalent figure for the EU was approximately $28 billion.
 The latest report from the UK Pharmaceutical Price Regulation Scheme documents that UK drug companies actually invest proportionately more of their revenues from domestic sales in R&D than do companies in the US.

Among the top players in the industry, European firms demonstrate strong R&D investment levels. In terms of 2005 R&D budgets, EU firms GlaxoSmithKline (€4,0 billion), Sanofi-Aventis (€4,0 billion), AstraZeneca (€2,8 billion) play in same league as US firms Pfizer (€5,7 billion), Johnson&Johnson (€3,8 billion) and Merck (€3,0 billion). The same figures are borne out for the Swiss groups: Roche (€3,3 billion) and Novartis (€3,1 billion).
 

While these figures are impressive, it is important to keep in mind that they are much lower than sales and marketing expenditures. All major European and US drug firms spend roughly twice as much on sales and marketing than on R&D.
 What is more, the share of sales and marketing spending is steadily growing.

However, there are vast differences between Europe and the US in overall R&D investment in the pharmaceutical field given that the levels of public spending differ greatly across the Atlantic. The American National Institutes of Health (NIH) invests over $27 billion annually in medical research, an impressive figure for which there is no equivalent in the EU. The funding is awarded through almost 50,000 competitive grants to more than 212,000 researchers at over 2,800 universities, medical schools, and other research institutions.

The level of public spending is likely to have a significant impact on innovation given that it accounts for a much more significant share of R&D funding for leading drugs. The NIH found that industry and patent holders only contributed between 15 and 37% of R&D funding for the discovery of five leading drugs, with taxpayers and academia shouldering up to 85%.

2. Quality of R&D spending

Spending financial resources on R&D alone is clearly not sufficient to foster innovation. In a detailed analysis of the world’s 1,000 biggest R&D spenders, Barry Jaruzelski et al show that lavish R&D budgets do not guarantee performance. In fact, they could not find any correlation between a company’s level of R&D investment and its profitability. They conclude that while a minimum of R&D spending is a necessary condition for businesses’ success, overspending on R&D can even be counterproductive.
 
Indeed, when asked why his company does not use its profits to double R&D spending, AstraZeneca CEO David Brennan said that higher levels of spending do not necessarily yield results. “None of the companies have demonstrated that they were able to increase the productivity in their laboratories by increasing expenses,” Brennan said. “We spend three to four billion dollars on research each year. This is a level not higher than we can handle and that secures a decent out-put.”

Spending more and more on R&D may therefore not always be the best solution. Indeed, the coffers of the European pharmaceutical industry would currently allow for a significant expansion of R&D investment.
 But concerns about the industry’s innovative capacity seem to relate to inadequate returns to current spending levels, not a lack of corporate resources. 

A key determinant of the returns to R&D spending is the quality of spending. It is a known fact that only a small percentage of pharmaceutical companies’ R&D spending is allocated to basic research, i.e. the search for new molecular entities. The NIH reports that only 14% of total R&D spending by the manufacturer goes to basic research. 38% was dedicated to applied research and 48% was spent on product development, which does involve improving existing compounds or adding additional therapeutic applications to known compounds.
 Donald W. Light and Joel Lexchin calculate that US drug companies spend 1,3 cents of every dollar from sales on basic research.

According to the US Food and Drug Administration (FDA), 487 new products received market authorisations in the US between 1998 and 2003, of which 78% were by and large similar to previously authorised medicines. Only 14% displayed a marked therapeutic improvement.
 The shortage of truly innovative products in pharmaceutical companies’ pipelines has become a major concern, as much in the US as in Europe. While more funds are flowing into research spending, the number of new drugs in the pipeline is shrinking.  Some even question the ability of “Big Pharma” to bring about significant research results without recourse to small new biotech ventures.
 

Indeed, in-licensing of promising new drugs has become a widely used strategy by big pharmaceutical companies to overcome failures – or dry periods – of their own research departments.
 The fact that pharmaceutical companies, as mentioned earlier, spend about twice as much on sales and marketing as on R&D also seems to suggest that their comparative advantage in today’s complex drug development chain lies with later stages of the development process, in particular branding.

Pipeline worries are a cyclical experience in this sector: research results cannot be forced; Given the business risks involved, manufacturers have come to prefer relying on a model that focuses on developing blockbuster medicines at the expense of generating smaller drugs that address unmet medical needs, albeit for smaller groups of patients. In this context, developing a sixth new hypertension medicine may make more business sense than a new antibiotic.  

However, over-reliance on blockbusters also has its risks. Once a blockbuster suddenly fails, or when it reaches the end of patent and prices erode, the affected company’s market value collapses.  

3. Recovery of R&D investments

Innovation needs to be rewarded. Pharmaceutical companies need to be able to recover their R&D costs to remain profitable and to have an incentive to continue investing in innovation. However, pharmaceutical R&D will always involve risk given that R&D results cannot be predicted. Companies’ business models should incorporate and manage these risks. After all, companies also compete with each other in terms of the quality of their R&D activities.

The continually high profitability of the pharmaceutical industry suggests that recovering R&D investments so far has not been problematic. For four out of the six biggest European pharmaceutical companies, net profits exceeded their entire R&D budgets in 2005.
 Furthermore, the average growth of leading pharmaceutical companies’ net profits has outstripped that of their R&D budgets in recent years.
     

Patent protection

Patent protection is crucial in allowing companies to reap benefits of their innovative products. In some areas, extended patent protection may be warranted to encourage more R&D (e.g. paediatric drugs). Alongside the US, Europe has one of the world’s most robust and well-enforced IPR regimes. The mosaic of national patent systems in Europe of course constitutes a major administrative burden for applicants, holders, and regulators, leading to calls for a single European patent. Nevertheless, actual IPR protection in Europe is strong. In fact, pharmaceutical inventions are more protected in Europe than in the US, with European products enjoying, among other things, longer data exclusivity and patent extension periods.

Pricing
A much more controversial issue is the question of medicine prices. Given the characteristics of the pharmaceutical market, foremost the limited substitutability of medicines, pharmaceutical companies have significant pricing power vis-à-vis governments. At the same time, governments increasingly look to contain healthcare expenditures and keep pharmaceutical spending in check, though usually with little success as the 2005 OECD figures on pharmaceutical spending indicate. 

When it comes to pricing, governments should take into account the true therapeutic value of a new medicine. Generally speaking, truly innovative drugs are worth paying more for. However, the financial benefits stemming from innovative products (by preventing illnesses, shortening hospital stays, etc.) should not be pocketed in full by the pharmaceutical industry via higher prices but should also benefit governments and patients. The logic that innovative products must always become more and more expensive is flawed.
Industry arguments that European prices are too low, putting European firms at a disadvantage compared to companies in the US - where prices are higher - should be regarded with suspicion.  When discussing the recovery of R&D costs in terms of pricing, it is difficult to compare US and EU-based manufacturers as both their research and sales operations are of global reach. In today’s pharmaceutical industry, there is no geographic match between research cost and sales revenue. If there was a match, “industry would have shut down operations in Switzerland long ago because of its small market size.”
 An individual company’s decision as to where it locates and conducts research is not a function of domestic prices but of numerous other factors, including labour costs, availability of skills and know-how, corporate taxes and investment incentives.  

However, despite a series of market incentives for innovation, there are many urgent medical needs that remain unmet. This is true namely for unprofitable markets with either a small number of patients (e.g. rare diseases) or the lack of buying power in developing countries. R&D investment is difficult to recover here and meeting such needs is a tremendous challenge. A 2004 WHO report concludes that a number of unmet medical needs will not be met alone by the recourse to market incentives.
 Instead, closer cooperation between the pharmaceutical sector and governments is required for the research and development of drugs for a number of diseases with small patient populations, namely by establishing effective public-private partnerships, or PPPs. However, if governments, i.e. taxpayers, bear part of the burden and risk of R&D investments - in addition to existing public contributions - pharmaceutical companies would also have to accept lower prices for governments and patients.

4. Competition

Ultimately, competition is the fundamental driver of innovation. As EU Competition Commissioner Neelie Kroes recently stated in a speech, “competitive, open markets are also essential to ensure that companies are pressed on to deliver the innovative products and services which will be the ‘must-haves’ of the future. And competition is the principal driver of innovation. The less competition, the less the pressure to innovate.”

Whilst it is true that pharmaceutical companies need to recover their R&D investment, this should not happen at the price of anti-competitive behaviour and the systematic use of exclusionary strategies. Indeed, there must be clear limits to blocking out competition. 

Upon expiry of patents, generic competition should have free reign to maximise patient welfare and strengthen competitive pressure on the industry to continue generating innovative medicines. Similarly, once a product is placed on the EU (Single) Market, pharmaceutical companies should play according to the rules of the internal market. If they charge different prices across EU countries, they cannot at the same time impede the parallel distribution of their products and thereby foreclose national markets. 

Parallel distribution is the only legal form of competition for a branded product. A 2003 study of the market for parallel distribution in medicines by the York Health Economics Consortium found that, in just five countries, parallel distribution generated direct savings to European patients and social health insurance systems in excess of €630 million in 2002.
 Indirect savings from the competitive effect of parallel distribution could be substantially higher but are difficult to quantify. 

While such savings are significant, in particular as a share of turnover of the parallel distribution industry (estimated at 4.3 billion in 2003
), they are only a modest contribution to slowing down the dizzying growth of European governments’ expenditure on pharmaceutical products. 

Given the impressive turnover and profits of the pharmaceutical industry, parallel distribution cannot have any negative impact on manufacturers’ R&D strategies and investments. In fact, every parallel imported product has initially been purchased from the manufacturer at the full market price in the exporting country. A substantial share of parallel distributors’ turnover therefore ends up in the hands of the pharmaceutical industry, which only loses the difference between profit margins in the respective exporting and importing countries, estimated at around €1.5 billion per year. In relation to Europe’s total pharmaceutical market of $169,5 billion
 and the industry’s net income, such losses are small.
The competitive pressures of generic and parallel distributed medicines form part of the European pharmaceutical market and serve to foster innovation and competitiveness.
E. Conclusions and observations
The current debate on innovation and competitiveness in the European pharmaceutical industry is important and justified. However, such a debate would benefit from an appreciation of the complexities of the European pharmaceutical market in order to avoid misleading over-simplification. 
Most importantly, any discussion about improving the regulatory and political environment for innovation and competitiveness needs to take account of the private sector’s interests as well as the public interest in improving the quality of healthcare, containing costs and safeguarding the principles of competition and the EU internal market.

From the above analysis, this paper concludes the following:

· Strengthening the innovative capacity and competitiveness of the European pharmaceutical industry should be a key EU and national policy objective. The pharmaceutical industry is a vital contributor to Europe’s economy, as well as public health. Any regulatory or policy obstacles need to be addressed to maximise the competitive and innovative potential of the sector.

· There is mixed evidence regarding the state and trends of the European pharmaceutical industry, in particular in comparison to the US. 
· European companies are profitable and have increased their R&D budgets, but returns to their investment may be improved by more substantial public financing of independent research and universities, as well as a better coordination between private and public initiatives. Pharmaceutical companies may have access to a larger and more developed skill-set in the US research community.

· The European industry’s profitability indicates that it can recover R&D investments.
· Domestic prices for pharmaceutical products are largely irrelevant in a company’s decision as to where to locate operations and invest in R&D.  

· Higher levels of R&D spending do not necessarily translate into innovation or profitability. The quality of spending, as well as a host of other factors such as acquisitions and in-licensing contribute to companies’ success in today’s pharmaceutical industry.
· Parallel distribution does not have a negative impact on the ability of Europe’s pharmaceutical industry to innovate and compete globally.

· Competition promotes innovation. Temporary exclusive marketing rights are important to incentivise investment in R&D, but need to be balanced by strictly applying competition law in the pharmaceutical sector. Impeding the entry of generics and parallel distribution distorts competition, undermines the EU Single Market and harms consumer welfare.
The European Association of Euro-Pharmaceutical Companies (EAEPC) is the representative voice of pharmaceutical parallel distribution in Europe. All products handled by EAEPC members have national or EU regulatory approval and are exclusively sourced from and sold to EEA countries using authorised distribution channels. EAEPC’s primary aims are to safeguard the free movement of medicines, as laid down in 
Article 28 EC.

For more information please contact: Dr. Heinz Kobelt, Secretary-General, EAEPC

Tel.: +32 478 797 949 * Email: heinz.kobelt@eaepc.org * www.eaepc.org 

Annex

Source: Companies’ 2005 annual reports.

	Key financial data for selected European and US pharmaceutical companies 


	US$ billions
	Sales
	Net income
	R&D 
expenses
	Sales&marketing expenses

	
	2004
	2005
	2004
	2005
	2004
	2005
	2004
	2005

	European Companies
	
	
	
	
	
	
	
	

	GlaxoSmithKline
	36,6
	39,5
	7,3
	8,7
	5,1
	5,6
	13,2
	13,3

	Sanofi-Aventis
	31,3
	34,0
	2,9
	2,9
	5,0
	5,0
	9,8
	10,3

	Novartis
	28,2
	32,2
	5,4
	6,1
	4,2
	4,8
	8,9
	9,8

	Roche
	23,8
	28,5
	5,7
	5,4
	4,2
	4,6
	6,7
	7,7

	Bayer
	23,3
	27,4
	0,7
	1,6
	1,9
	1,9
	-
	-

	AstraZeneca
	21,4
	24,0
	3,7
	4,7
	3,5
	3,4
	8,3
	8,7

	TOTAL
	164,6
	185,6
	25,7
	29,4
	23,9
	25,3
	46,9
	49,8

	

	US Companies
	
	
	
	
	
	
	
	

	Pfizer
	52,5
	51,3
	11,4
	8,1
	7,7
	7,4
	16,9
	17,0

	Johnson&Johnson
	47,3
	50,5
	8,5
	10,4
	5,2
	6,3
	15,9
	16,9

	Merck
	22,9
	22,0
	5,8
	4,6
	4,0
	3,8
	7,2
	7,2

	Bristol-Myers Squibb
	19,4
	19,2
	2,4
	3,0
	2,5
	2,7
	6,4
	6,7

	TOTAL
	142,1
	143,0
	28,1
	26,1
	19,4
	20,2
	46,4
	47,8


	Trend 2004-2005: Key financial data for selected European and US pharmaceutical companies 



	% change 2004-2005
	Sales
	Net income
	R&D 

expenses
	Sales&marketing expenses

	
	2004
	2005
	2004
	2005
	2004
	2005
	2004
	2005

	European Companies
	
	
	
	
	
	
	
	

	GlaxoSmithKline
	-
	8%
	-
	19%
	-
	10%
	-
	1%

	Sanofi-Aventis
	-
	9%
	-
	0%
	-
	0%
	-
	5%

	Novartis
	-
	14%
	-
	13%
	-
	14%
	-
	10%

	Roche
	-
	20%
	-
	-5%
	-
	10%
	-
	15%

	Bayer
	-
	18%
	-
	129%
	-
	0%
	-
	-

	AstraZeneca
	-
	12%
	-
	27%
	-
	-3%
	-
	5%

	TOTAL
	-
	13%
	-
	14%
	-
	6%
	-
	6%

	

	US Companies
	
	 
	
	
	
	
	
	

	Pfizer
	-
	-2%
	-
	-29%
	-
	-4%
	-
	1%

	Johnson&Johnson
	-
	7%
	-
	22%
	-
	21%
	-
	6%

	Merck
	-
	-4%
	-
	-21%
	-
	-5%
	-
	0%

	Bristol-Myers Squibb
	-
	-1%
	-
	25%
	-
	8%
	-
	5%

	TOTAL
	-
	1%
	-
	-7%
	-
	4%
	-
	3%


	Share of sales: Key financial data for selected European and US pharmaceutical companies 



	% of sales
	Sales
	Net income
	R&D 

expenses
	Sales&marketing expenses

	
	2004
	2005
	2004
	2005
	2004
	2005
	2004
	2005

	European Companies
	
	
	
	
	
	
	
	

	GlaxoSmithKline
	100%
	100%
	20%
	22%
	14%
	14%
	36%
	34%

	Sanofi-Aventis
	100%
	100%
	9%
	9%
	16%
	15%
	31%
	30%

	Novartis
	100%
	100%
	19%
	19%
	15%
	15%
	32%
	30%

	Roche
	100%
	100%
	24%
	19%
	18%
	16%
	28%
	27%

	Bayer
	100%
	100%
	3%
	6%
	8%
	7%
	-
	-

	AstraZeneca
	100%
	100%
	17%
	20%
	16%
	14%
	39%
	36%

	TOTAL
	100%
	100%
	16%
	16%
	15%
	14%
	28%
	27%

	

	US Companies
	
	 
	
	
	
	
	
	

	Pfizer
	100%
	100%
	22%
	16%
	15%
	14%
	32%
	33%

	Johnson&Johnson
	100%
	100%
	18%
	21%
	11%
	12%
	34%
	33%

	Merck
	100%
	100%
	25%
	21%
	17%
	17%
	31%
	33%

	Bristol-Myers Squibb
	100%
	100%
	12%
	16%
	13%
	14%
	33%
	35%

	TOTAL
	100%
	100%
	20%
	18%
	14%
	14%
	33%
	33%
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