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The pharmaceutical industry discovers, develops, produces, and markets drugs or 
pharmaceutical drugs for use as medications to be administered to patients (or self- 
administered), with the aim to cure them, vaccinate them, or alleviate symptoms.

The pharmaceutical industry has a number of unusual characteristics, both in its 
structure and in the nature of its business operations, which are little known outside 
the industry but materially affect the process of bringing new pharmaceuticals to the 
patient. The development of a new pharmaceutical is very time-consuming, 
extremely costly and high risk, with very little chance of a successful outcome. The 
process of research and development is described, together with all its challenges, 
including environmental ones. The commercial realities and constraints of the 
business, together with its current problems, are discussed, followed by an 
exploration of some of the likely future commercial and technical developments in 
the business, including the development of a greener pharmacy.
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Thanks to advances in science and technology, the research-based pharmaceutical 
industry is entering an exciting new era in medicines development. Research 
methods are evolving and we have many promising prospects on the horizon, with 
groundbreaking cell and gene therapies being increasingly available. The innovative 
pharmaceutical industry is driven by, and drives, medical progress. It aims to turn 
fundamental research into innovative treatments that are widely available and 
accessible to patients. Already, the industry has contributed to significant 
improvements in patient well-being. Today’s European citizens can expect to live up 
to 30 years longer than they did a century ago. Some major steps in 
biopharmaceutical  research, complimented by many smaller steps, have allowed for 
reductions in mortality. 

Health industry, including also Pharma sector, is also considered the most innovative 
industry if compared investments in Research & development compared to net sales.
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THE PHARMACEUTICAL INDUSTRY: A KEY ASSET TO THE EUROPEAN ECONOMY
As well as driving medical progress by researching, developing and bringing new 
medicines that improve health and quality of life for patients around the world, the 
research-based pharmaceutical industry is a key asset of the European economy. It is 
one of Europe’s top-performing high-technology sectors.
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PHARMACEUTICAL MARKET VALUE (AT EX-FACTORY PRICES)
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PHARMACEUTICAL EXPORTS
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PHARMACEUTICAL IMPORTS
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PHARMACEUTICAL TRADE BALANCE
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THE EUROPEAN UNION'S TOP PHARMACEUTICAL TRADING PARTNERS 2021
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The world pharmaceutical (prescription) market was worth an estimated € 1,062,707 
million ($ 1,256,863 million) at ex-factory prices in 2021. The North American market 
(USA & Canada) remained the world’s largest market with a 49.1% share, well ahead 
of Europe, China and Japan.

PRICE STRUCTURE

Source: EFPIA
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The research-based pharmaceutical industry can play a critical role in restoring 
Europe to growth and ensuring future competitiveness in an advancing global 
economy. In 2021 it invested an estimated € 41,500 million in R&D in Europe. It 
directly employs some 840,000 people and generates about three times more 
employment indirectly – upstream and downstream – than it does directly (PwC, 
Economic and societal footprint of the pharmaceutical industry in Europe, June 
2019). 

However, the sector faces real challenges. Besides the additional regulatory hurdles 
and escalating R&D costs, the sector has been severely hit by the impact of fiscal 
austerity measures introduced by governments across much of Europe since 2010. 
There is rapid growth in the market and research environment in emerging 
economies such as Brazil, China and India, leading to a gradual migration of 
economic and research activities from Europe to these fast-growing markets. 

During the period 2016-2021 the Brazilian, Chinese and Indian markets grew by 
11.7%, 6.7% and 11.8% respectively compared to an average market growth of 5.8% 
for the top 5 European Union markets and 5.6% for the US market (source: IQVIA 
MIDAS, May 2022). In 2021 North America accounted for 49.1% of world 
pharmaceutical sales compared with 23.4% for Europe. 

According to IQVIA (MIDAS May 2022), 64.4% of sales of new medicines launched 
during the period 2016-2021 were on the US market, compared with 16.8% on the 
European market (top 5 markets). The fragmentation of the EU pharmaceutical 
market has resulted in a lucrative parallel trade. 

This benefits neither social security nor patients and deprives the industry of 
additional resources to fund R&D. Parallel trade was estimated to amount to € 6,070 
million (value at ex-factory prices) in 2020.
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PHARMACEUTICAL R&D EXPENDITURE IN EUROPE, USA, JAPAN AND CHINA 
(MILLION OF NATIONAL CURRENCY UNITS *), 1990-2020

By the time a medicinal product reaches the market, an average of 12-13 years 
will have elapsed since the first synthesis of the new active substance;

The cost of researching and developing a new chemical or biological entity was 
estimated at € 1,926 million ($ 2,558 million in year 2013 dollars) in 2014 (DiMasi
et al, Journal of Health Economics, January 2016);

On average, only one to two of every 10,000 substances synthesised in 
laboratories will successfully pass all stages of development required to become 
a marketable medicine.

All new medicines introduced into the market are the result of lengthy, costly and 
risky research and development (R&D) conducted by pharmaceutical companies: 
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PHARMACEUTICAL INDUSTRY RESEARCH AND DEVELOPMENT IN EUROPE

In 2020 the pharmaceutical industry invested more than € 39,600 million in R&D in 
Europe. A decade of strong US market dominance led to a significant shift of 
economic and research activity towards the US during the period 1995-2005, a trend 
that has been exacerbating since 2015. Additionally, Europe is now facing increasing 
competition from emerging economies: rapid growth in the market and research 
environments in countries such as China and Korea are contributing to the move of 
economic and research activities to non-European markets. In 2021 China nearly 
equalled Europe as originator of new active substances launched for the first time on 
the world market, with respectively 18 and 19 new substances, far behind the US 
leading with 35 on a total of 95. The geographical balance of the pharmaceutical 
market – and ultimately the R&D base – is likely to shift gradually towards fast- 
growing emerging economies.
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PHARMACEUTICAL R&d EXPENDITURE - ANNUAL GROWTH RATE (%)

Source: EFPIA

The European Federation of Pharmaceutical Industries and Associations (EFPIA) 
represents the biopharmaceutical industry operating in Europe. Through its direct 
membership of 37 national associations, 38 leading pharmaceutical companies and a 
growing number of small and medium-sized enterprises (SMEs), EFPIA’s mission is to 
create a collaborative environment that enables our members to innovate, discover, 
develop and deliver new therapies and vaccines for people across Europe, as well as 
contribute to the European economy.

Source: EFPIA
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