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Executive summary 

This thesis investigates parallel trade of pharmaceutical products, a scenario where parallel distributors 

legally export patented drugs in low priced markets and then imports to high priced markets. This is done 

without the consent of the patent owner, but is done under the legal framework of the internal market in the 

EU. Parallel trade is based on the concept of arbitrage, where parallel distributors takes advantage of price 

differences caused by different pharmaceutical price regulations across countries. 

 

This thesis investigates the country specific factors that make Denmark the country with the highest share of 

parallel trade in the European Union. Furthermore the performance of parallel distributors is investigated in 

relation to the financial crisis. This is done to establish whether or not original drug manufacturers should 

adapt to changes in market conditions. Following the financial crisis several countries, especially Southern 

European, implemented a range of policies including mandatory price cuts for pharmaceutical products. The 

thesis investigates why parallel trade should be an important part of strategic considerations. Typically focus 

is on generic competition, but the thesis argues that parallel trade affects the performance during the growth 

and maturity phase. 

 

The results show an increased performance of parallel distributors in the Danish primary sector. Parallel 

distributors has gained a stronger foothold, as the share of product categories where parallel distributors are 

market leader and are holding significant market shares has increased after the financial crisis. Furthermore 

the performance of parallel distributors increased significantly, over a six year period performance were 

increased by DKK 1.1 billion compared to the years up until the financial crisis. The increased performance 

urges original drug manufacturers to evaluate their strategic approach. The initiatives at hand are targeted at 

price, friction, volume and other long-term activities. Finally the thesis shows the implemented strategic 

initiatives in the case of Vagifem, a product patented by Novo Nordisk. Findings indicate that the strategic 

approach has changed after the financial crisis, as a more proactive approach has been adopted. 
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1. Introduction 

In the year of 1990 the first approval for parallel import was given in Denmark, since then a vast number of 

permissions has been granted (Enemark, Møller Pedersen, & Sørensen, 2006). Parallel distribution has been 

made possible in the European Union through the establishment of the internal market and the Treaty of 

Rome (Arfwedson, 2004). Following the introduction parallel distribution has grown throughout the Union 

and especially in higher priced countries like Denmark. According to EFPIA (2014) Denmark had the 

highest share of parallel import with 23 percent of total market sales in 2012. Following Denmark are 

countries like Sweden, The Netherlands and Germany. The market conditions for selling parallel imported 

pharmaceutical products must be considerably better in Denmark compared to the rest of the European 

Union. A market with interesting conditions for parallel importation does not cut it alone, parallel 

distributors need a market to buy from as well.  

 

Parallel distributors are essentially taking advantage of arbitrage possibilities. These occur when original 

drug manufacturers discriminate prices across nations in the European Union. Factors like purchasing power 

and different national implemented policies are the main drivers behind the price difference. As long as there 

is a legal framework permitting parallel distribution combined with price decimation, a region would 

experience parallel distribution like the European Union has. If not already established, thrifty businessmen 

would rush in order to cash in on profitable price differences. 

The financial crisis, which started after the collapse of a speculative bubble in the housing market in the 

United States, is arguably the biggest economic crisis since the great depression late 1920s (Arestis, 

Sobreira, & Oreiro, 2011). When the American Federal Reserve refused to bail out Lehman Brothers 

expectations in financial markets took a severe hit. The crisis quickly spread to rest of the world, and 

countries in Southern Europe were particularly affected with negative double digit growth. Governments 

began implementing policy expansions covering fiscal and monetary areas. Health care, accounting for 9.2 

percent of GDP in Europe, were in focus as government officials were looking to cut down on public 

spending. This could be the cause that created attractive market conditions for parallel distributors, which in 

turn caused the share of parallel imported goods in Denmark to increase from 15 percent in 2005 to 23 

percent in 2012 (EFPIA, 2007; EFPIA, 2014). 

 

The majority of studies within the field are concentrated on who the beneficiaries are in situations with 

parallel distribution. Few have worked with the pharmaceutical product life cycle, and even fewer has linked 

this to parallel distribution. There seems to be a focus on the strategic challenges of patent expiry, how 

pharmaceutical companies should react in order to maximize performance before generic competition enters 
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the product market. However with the increase in parallel distribution, as described by EFPIA, this approach 

is presented with a threat during the patent protected period. In a period where pharmaceutical products in 

other circumstances only would face competition from products with a similar treatment profile, they now 

also face competition from their own product. It seems interesting to establish the need for a strategic 

approach to the changes in market conditions caused by the financial crisis. 

  

1.1 Problem statement 

Based on the above problem identification, the main research question of this thesis is the following: 

• Has the financial crisis changed the market conditions for parallel distributors, and how has 

original drug manufacturers reacted to these? 

 

The main research question creates a dual focus for this thesis, one is to analyze how the financial crisis has 

changed the landscape in which companies act. This is based on a descriptive part in which the 

understanding of this industry is established, as a series of elements separates it from other industries. 

Secondly the focus is on how companies might react to these changes, and which has been implemented by 

companies in Denmark. 

 

In order to answer the research question in a qualified and comprehensive way, it is found necessary to 

address and answer the following operational questions: 

• What is parallel trade? 

• Which factors are specific for the Danish market? 

• How has the financial crisis influenced the industry? 

• What role does life cycle management play for pharmaceutical products? 

• Why is parallel trade a strategic challenge? 

• Which strategic initiatives are possible for original drug manufacturers to implement, and which has 

been implemented? 
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1.2 Delimitations 

The operational questions above states that industry specific factors for Denmark are analyzed. This is an 

important observation as the thesis is limited to Denmark. 

The market has been limited to the Danish primary sector. As mentioned in the introduction, Denmark is an 

interesting country as it has the highest share of parallel trade among members of the European Union. 

Furthermore Denmark has the 8th largest production of pharmaceutical products in the European Union, 

employing almost 20,000. This fact makes the industry an important part of the national economic 

performance, creating attention from scholars, media and politicians. 

 

In addition to this, the following delimitations have been applied to the thesis: 

Generic competition and their position will not be analyzed as it is considered out of scope of the main 

research question. The focus is on parallel trade, and the effects of generic competition have been described 

plenty in literature. In the data provided by Statens Serum Institut, the generic identification is not present 

and it is therefore not possible to include in any comprehensive analysis without doing severe pre-analysis 

data additions. As a result the focus has been concentrated on parallel distribution and the identification of 

these in the provided data set. 

The primary sector consists of sales from private pharmacies and shops with permission to sell over-the-

counter drugs1. In the following the primary sector will be considered as one unity, and no distinction 

between these sub categories are implemented. A distinction between these is considered not to add any 

value to the analysis, and this approach has therefore been adopted. Furthermore as the primary sector has 

been chosen, it means that the hospital sector will not be dealt with. As it will be described in section 2.6 and 

4.2, there are a range of factors that makes parallel trade specifically interesting in the primary sector. These 

factors are the main reason that the thesis is limited to the primary sector. 

Furthermore, unless anything else has been stated, prices are pharmacy prices which are the price that the 

patient pays before any reimbursement. 

Finally, throughout the thesis examples and cases are being presented. These are based on Novo Nordisk and 

primarily their product Vagifem. Novo Nordisk is the flagship in the Danish pharmaceutical industry. 

Vagifem has been chosen as the main case product, as it has been present in the market throughout the period 

covered by provided data and as parallel distributors has been identified in the product market. The impacts 

of parallel trade are limited to the Danish affiliate, and no consolidated interregional effects are analyzed in 

the following.  

                                                      
1 http://medstat.dk/da/view/datagrundlag_og_beskrivelse#11 
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2. Research strategy and methodology 

When conducting research there are two main areas that must be defined, the overall research strategy and 

the research method. The first meaning the overall approach to the study, while the latter means the tools 

used for answering the defined research questions. The two areas are to be defined in the following sections. 

 

2.1 Research strategy 

Research strategies could be either qualitative or quantitative, with the latter being considered to be inductive 

in its view on correlation between research and theory. With an inductive approach, research is often made 

with the purpose of creating theory after data has been collected. This is done in areas of study with limited 

or no existing literature, because little theory exists before conducting own research. In contrast to this, the 

deductive approach tends to be quantitative. Here theory exists, and formulated hypothesis are tested on 

collected data, hence the quantitative. 

 

Many chose either the deductive or the inductive approach, as their research strategy. In this thesis, however, 

both approaches are applied, with focus on the deductive. 

When testing if market conditions have changed, the predefined hypothesis is tested on data provided by 

Statens Serum Institut. This part of the thesis is deductive, while the following sections are inductive. Here 

initiatives are being identified and analyses based on theory, market insights, interview and own experience. 

All being qualitative sources where it is not possible to prove the truth, but only to suggest solutions. 

Finally the deductive approach has been applied to the section on how Novo Nordisk has chosen their 

strategic approach to parallel distribution in the product market of Vagifem. Market data has been used as 

background and argumentation of applied initiatives.  

 

 

. 
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Figure 2.2 Structure of the thesis 

 
 

Figure 2.1 Research methodology 

Chapters 3 and 4 Qualitative literature 
reviews, interview and 
market insights 

Chapter 5 Quantitative analysis on 
data provided by Statens 
Serum Institut 

Chapters 6, 7, 8 and 9 Qualitative and 
quantitative discussion 
on the need for strategic 
changes 

Chapter 10 Conclusions 
 

2.2 Research methodology 

Figure 2.1 to the left presents the research 

methodology used throughout this thesis. The first 

two chapters which take a more descriptive 

approach of the fundamentals of the industry and 

sector, are qualitative as they are based on 

literature, interview and market insights. They 

establish the understanding of the industry, which 

is necessary in order to analyze the research 

question. Chapter 5 which consists of the analysis 

of sales data, takes the quantitative approach, as it 

sets out to test hypothesis concerning the financial crisis and parallel trade in the Danish primary sector. 

Following this chapters 6 to 9 are taking both a qualitative and quantitative approach. The qualitative 

approach takes on the establishment of a need for a strategic change as a result of the findings in chapter 5, 

including suggestions to initiatives to counteract with these. In addition it uses a quantitative method to find 

how original drug manufacturers are implementing these initiatives. Finally chapter 10 consists of 

conclusions as well as final remarks.  

 

2.3 Structure 

Figure 2.2 below shows the structure of the thesis. The operational questions are all defined in order to fully 

answer the main research questions. Some of these are answered in the first part of the thesis, as they are 

necessary in order to fully understand market 

mechanisms and conditions. Therefore the segments 

'What is parallel trade' and 'Country specific factors' are 

considered to be descriptive. Following these, the actual 

hypothesis are tested against market data, this is done in 

the data analysis section. Here the correlation between 

the financial crisis and parallel trade are tested in a 

series of predefined hypothesis. After doing the analysis 

the link to the strategy of original drug manufacturers 

are established, as it tries to answer the two operational 

questions; 'What role does life cycle management play 

for pharmaceutical companies?' and ' Why is parallel 
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trade a strategic challenge?'. Hereafter the thesis moves to the final part, in which the 'Changes in strategic 

approach' includes how original drug manufacturers are reacting to the increased competition from parallel 

distributors. Finally the case of Vagifem, a product of Novo Nordisk, is presented in order to show how the 

strategy for a specific product has changed as a result of increased competition from parallel distributors. 

 

The presented structure has been applied, as it secures flow throughout the thesis. First the necessary 

understandings of the industry are established, the analysis suggests causality between increased parallel 

trade and the financial crisis and finally lists possible strategic initiatives based on a need for a change in 

strategy. 

 

2.5 Personal motivation 

Parallel distribution of pharmaceutical products is often a subject to discussion in literature and has been 

dealt with in several ways. This has been the case for scholars and organizations surrounding the industry, 

which puts emphasis on remembering the author behind, as arguments and findings often tell a story. The 

differences in scope make it a tough job to settle on either for or against parallel distribution. This discussion 

has deliberately been avoided in the following. The target of the thesis is not to voice more arguments in the 

discussion. This is not another try to advice on whether or not parallel distribution is a good idea. This is 

purely a look at how market conditions change and how the industry tries to react to these changes. 
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2.6 Market specific terms 

Throughout the thesis a series of market specific terms are used, and as these are essential to fully 

understanding the mechanisms they are described below before moving on. 

Sectors 

All sales are divided into two sectors: primary sector and hospital sector. The hospital sector covers sales to 

hospital including private hospital and some private clinics2. The products are delivered directly to hospital 

departments, the development goes towards a tender based purchasing strategy lead by RADS3. The primary 

sector covers sales from pharmacies and shops with permission to sell OTC drugs. As mentioned in 

delimitations the focus from here on will be on the primary sector. 

ATC code 

The Anatomical Therapeutic Chemical (ATC) classification system, divides active substances into different 

groups. This is done based on organ or system on which they act and their therapeutic, pharmacological and 

chemical properties4. The ATC code consists of five different levels, clearly identifying every single drug. 

This is also means that it is easy to compare and to find substitute drugs within the same ATC category. This 

method is used in later sections to compare prices for substitute products which are important for parallel 

importers. 

Two weeks tender market 

Companies with a permission to sell a drug in Denmark, submit a price for the individual product every two 

weeks5. This is the price for the product in question for the following two weeks, prices are not made public 

before after the deadline. This means that companies does not have the possibility to change according to 

price changes made by competitors before the next two-week cycle opens. Prices are identical nationwide. 

This concept has been implemented in Denmark since 2003, before then reimbursement prices were set 

every 6 months (Kaiser, Méndez, & Rønde, 2013).  

Combined with the fact that pharmacies are obliged to offer the cheapest substitute drug when a patient visits 

with a prescription, this practically makes sales in the primary sector a two weeks tender market. Patients 

have the opportunity to choose a more expensive product if this is marked as a substitute, but will have to 

pay for the price difference without compensation as the compensation is calculated based on the cheapest 

product. Even though Forrester and Dawes (2008) claims that there is no price competition at patient level, 

                                                      
2 http://medstat.dk/da/view/datagrundlag_og_beskrivelse#11 
3 Rådet for Anvendelse af Dyr Sygehusmedicin – Regioner.dk 
4 WHO Collaborating Centre for Drug Statistics Methodology 
5 http://www.forbrug.dk/Artikler/Test-og-raad/Sundhed/Medicinpriser/Pris-
saadan?tc=F3446348F3A6463B9E84FF7FA1CBA249 
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because the state pays all or most of the costs and sets the price, this is not the case for the Danish market. 

Price can be set freely by companies and the patient will be offered the cheapest product, making the primary 

sector highly competitive. This is an important observation in regards to parallel trade, as the two weeks 

tender market basically gives a two-weeks selling platform. This is quite naturally dealt with in later sections 

as it is important to the analysis of parallel trade in Denmark and the tools they have at hand. 

Defined daily dose (DDD) 

Like ATC described above, the DDD is defined and maintained by the World Health Organization (WHO) 

and their Collaborating Centre. DDD is a statistical measure of drug consumption, and is used to make it 

possible to compare usage. WHOCC defines it as; The DDD is the assumed average maintenance dose per 

day for a drug used for its main indication in adults6.DDD is used in later sections to consolidate and 

compare sales data, as it would not otherwise be possible to compare pills, volumes and other doses with 

each other across for example substitution groups.  

Original drug manufacturer 

An original drug manufacturer is the owner of a patent for a specific pharmaceutical product. Other uses the 

term research based pharmaceutical companies, but this definition is used throughout the thesis as it does not 

eliminate companies with several activities (patented products, generics or parallel distributed products). The 

original drug manufacturer is in most cases also the inventor of the specific drug, unless the drug has been 

bought, licensed or the likes. 

  

                                                      
6 http://www.WHOCC.no/ddd/ 
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3. Parallel trade 

The value of parallel trade in the European Union was estimated to € 5 billion in 2011, estimated to 3 percent 

of total sales in that same year (EFPIA, 2013). Looking at Denmark the number is significantly different that 

the European average; nearly 24 percent of market sales are from parallel imports. This is by far the largest 

share parallel imports hold across member countries. This is a result of several factors, but before analyzing 

on this, it is important to establish the concept of parallel trade and its role in Denmark. 

 

Parallel trade is based on arbitrage as it is taking advantage of a difference in price between two markets, 

where the trader capitalizes upon the imbalance. The possible profit for the parallel trader is the difference 

between the market prices. Therefore parallel trade must be defined when a trader purchases a product in 

market x and then sells the same product in market y. 

Arfwedson (2004) suggests parallel trade defined as: 

Re-importation (or parallel trade as it is known in Europe) occurs when products protected 

by patent, trademark or copyright are first placed into circulation on one market, then (re-) 

imported into a second market without the authorization of the original owner of the 

intellectual property rights (Arfwedson, 2004, p. 1). 

This is the initial theoretically approach to explaining parallel trade, but beneath lies a series of factors that 

make parallel trade possible in a country like Denmark. Olsen (2011) suggests three factors while the fourth 

has been added mainly based on input from the industry. The three suggested by Olsen are all taken into 

account, as these are the theoretical base for parallel trade. The fourth is market specific and is necessary 

despite having the base in order. Common for all four, is that they are all necessary. Without just one of them 

there would be no parallel trade. 

The four factors being a legal framework actually permitting parallel trade in Denmark (Bart, 2008), the 

original drug manufacturers lack of control over the supply chain (Kanavos & Costa-font, 2004), the amount 

of patented drugs7 and lastly the arbitrage opportunities; differences in prices across markets (Arfwedson, 

2004; Kanavos, Vandoros, Irwin, & Casson, 2011). 

All four factors are more detailed discussed below. 

3.1 Legal framework making parallel trade possible 

Arfwedson’s definition of parallel trade (see above) touches a quite critical aspect of parallel trade, the fact 

that the trade takes place without the authorization of the original owner. If parallel trade would have to be 

                                                      
7 Henrik Knudsen, 2care4 



Page | 14 
 

authorized by the original owner, there would be no parallel trade. 

A central element to understand the legal framework that makes parallel trade possible is exhaustion (Bart, 

2008). Bart’s definition of exhaustion: 

Once trademarked goods are put on the market by the trademark owner or with his consent, 

the trademark owner is no longer allowed further to control the distribution of those goods. 

He has “exhausted” his distribution right by the first sale of the goods (Bart, 2008, p. 997). 

There are three forms and concepts of exhaustion; national, regional and international exhaustion. The 

European Union, and therefore Denmark, follows the concept of regional exhaustion. This means that a 

company marketing a product in one EU-member state cannot object on the grounds of trademark 

infringement to subsequent sales of that product in any other EU-member state. The use of regional 

exhaustion in the European Union is tied to the free movement of goods, as stated in the Treaty of Rome 

articles 30 and 36. 

The free movement of goods is at the base of parallel trading, without the regional exhaustion original drug 

manufacturers could control the further distribution of their goods. This is the legal framework that makes 

parallel trade possible, but of course original drug manufacturers have tested their strategic possibilities 

within legislation. The European pharmaceutical industry has argued that price differences across market are 

natural, these will be discussed later, and therefore distorts normal conditions. Because of this the industry 

should be entitled to adopt measures reacting to, but not prohibiting or eliminating, parallel trade and these 

measures should be considered contrary to the competition rules of EU (Forrester & Dawes, 2008). On the 

other hand parallel traders quite naturally argue that the industry cannot adopt measures that prevent parallel 

trade as this would be contrary to one of the fundamental elements of the Treaty of Rome. 

Figure 3.1 below shows examples of exhaustion concepts across the world. 

 

United States have closed borders, which mean that parallel trade is not possible, there are talks on 

implementing a regional exhaustion concept with North American neighbors though. The European Union is 

the only with a regional exhaustion concept, but countries like Japan and India have an international concept 

which would allow for parallel trade to take place. It is therefore not possible to collect literature or 

experiences from other parts of the world, as Europe is the only with a regional exhaustion concept. 

Figure 3.1 Examples of Exhaustion concepts 

Country Trademarks Patents Copyrights 
EU Regional Regional Regional 
United States of America National National National 
Japan International International International 
Australia International National National 
India International International National 
Source: (Maskus & Chen, 2004) 



 

Figure 3.2 Supply Chain 

 
Source: (Kanavos & Costa-Font, 2005) 

3.2 Lack of control over supply chain

The supply chain for pharmaceutical products is shown in 

supply chain model makes parallel trade possible.

determined from a bargaining process between health insurers and manufacturers. This leads to what 

Kanavos & Costa-Font (2005) calls ‘regulation

the difference in price is calculated backwards, as pharmacies and wholesalers are paid on the basis of a 

margin. Margins are fixed by regulation and are negotiated between the relevant professional associations 

and health insurance organizations in each country. This results in a price at wholesale level, which is where 

parallel traders procure their desired products.

When an original drug manufacturer supply at wholesale level, they do not have control with where those 

delivered products ends up. Manufacturers

the vertical supply chain, and these will be analyzed further in later sections.

 

  

Lack of control over supply chain 

harmaceutical products is shown in figure 3.2, this is of high relevance as the current 

trade possible. The original drug manufacturers supply national 

wholesalers, who in turns supply pharmacies where patients with or 

without prescription (depending on the product) picks up their medicine. 

Regulation dictates that this is the way the vertic

built, leaving no control with the supply chain for the original drug 

manufacturer once they have delivered their goods to the national 

wholesaler (Kanavos & Costa-Font, 2005).  

Parallel importers are then free to purchase from the wholesaler, and 

then re-distribute the goods to countries with a higher price 

Chen, 2002). Opposite of Denmark, where price is determined

the primary sector, prices in markets such as Greece and Spain are 

determined from a bargaining process between health insurers and manufacturers. This leads to what 

Font (2005) calls ‘regulation-derived arbitrage’. The market price is determined and then 

the difference in price is calculated backwards, as pharmacies and wholesalers are paid on the basis of a 

margin. Margins are fixed by regulation and are negotiated between the relevant professional associations 

nce organizations in each country. This results in a price at wholesale level, which is where 

parallel traders procure their desired products. 

When an original drug manufacturer supply at wholesale level, they do not have control with where those 

Manufacturers have tried several strategic initiatives to gain further control with 

the vertical supply chain, and these will be analyzed further in later sections. 
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Figure 3.3 Olanzapin - Reimbursement 

Source: Statens Serum Institut (medicinpriser.dk).

3.3 Amount of patented drugs

To make parallel trade possible there needs to be a product to trade, it might sound pretty basic but for the 

pharmaceutical industry it has another dimension. Because only products 

for parallel traders, mainly due to one element: price.

 

competition. Being a successful brand with a more than 200,000 sold packages a year netting a total of DKK 

250 million in 2010 in Denmark alone, Olanzapin is of course very interesting for generic manufacturers. 

Noteworthy is that parallel trade had a market share of Zyprexa of almost 75 

entered the market after patent expire, reimbur

From one day to another generic competition took over 99

parallel trade competition8.  

The reason for this? The price dropped so much, that there w

 

Parallel traders are definitely highly dependent on the industry having patent protected products.

further confirmed by parallel traders, as they see patent expires as a threat to their business in 

years9. Without patented products there would be no parallel trade.

 

 

                                                      
8 MedStat.dk – Sales statistics for Olanzapin and Zyprexa
9 Henrik Knudsen, 2care4 

Reimbursement price in DKK 2009-2014

 
Source: Statens Serum Institut (medicinpriser.dk). 

3.3 Amount of patented drugs 

To make parallel trade possible there needs to be a product to trade, it might sound pretty basic but for the 

pharmaceutical industry it has another dimension. Because only products that are under

ne element: price. 

Figure 3.3 shows the reimbursement 

price for the antipsychotic drug 

Olanzapin in the period 2009

Going back to 2000 the price has been 

steady at around 18 DKK per 28 tablet 

pack with 2.5 mg. That is up until 

October 1st 2011 where

goes off patent. The drug, originally 

manufactured by Eli Lilly and 

marketed under the brand name 

Zyprexa, is now open for 

Being a successful brand with a more than 200,000 sold packages a year netting a total of DKK 

illion in 2010 in Denmark alone, Olanzapin is of course very interesting for generic manufacturers. 

Noteworthy is that parallel trade had a market share of Zyprexa of almost 75 percent. As generic competition 

entered the market after patent expire, reimbursement price dropped to 1 DKK (94 percent

From one day to another generic competition took over 99 percent of the market, including battling out any 

The reason for this? The price dropped so much, that there we no meat left on the bone for parallel traders.

highly dependent on the industry having patent protected products.

further confirmed by parallel traders, as they see patent expires as a threat to their business in 

Without patented products there would be no parallel trade. 

Sales statistics for Olanzapin and Zyprexa 
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pack with 2.5 mg. That is up until 

2011 where the product 

goes off patent. The drug, originally 

manufactured by Eli Lilly and 

marketed under the brand name 

Zyprexa, is now open for generic 

Being a successful brand with a more than 200,000 sold packages a year netting a total of DKK 

illion in 2010 in Denmark alone, Olanzapin is of course very interesting for generic manufacturers. 

. As generic competition 

percent price decrease). 

of the market, including battling out any 

e no meat left on the bone for parallel traders. 

highly dependent on the industry having patent protected products. This is 

further confirmed by parallel traders, as they see patent expires as a threat to their business in the following 
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3.4 Price differences across markets 

Last but not least, in order for parallel trade to take place there needs to be a price difference across markets. 

Having different prices for the same good is known as price discrimination, and is known from many 

industries and not just pharmaceutical (Cabral, 2014). When this is the case one must be aware of the 

possibility of resale.  

Deardorf has the following definition of parallel trade: 

Trade that is made possible when the owner of intellectual property causes the same product 

to be sold in different countries for different prices. If someone else imports the low-price 

good into the high-price country, that is a parallel trade (Deardorf’s Glossary of International 

Economics). 

The important element of Deardorf’s definition is that there exist a price difference, and perhaps more 

importantly it is caused by the owner of the intellectual property himself. 

But in a perfectly competitive market, the law of one price must prevail – there can only be one price for the 

same product. If there are two different prices for the same product, then arbitrage would take place. 

According to Kanavos in unregulated markets and when there is no product differentiation, arbitrage would 

give rise to a Bertrand-like competition (Kanavos & Vandoros, 2010, p. 326). This would drive prices 

towards the bottom and eventually result in uniform prices across markets (Malueg & Schwartz, 1994).  

 

So why does there exist price discrimination on pharmaceutical drugs? Arfwedson (2003) suggests six main 

reasons for price differentials with the following arbitrage opportunity. Only four is relevant as the two 

remaining factors are related to inflation and taxes, and is considered to be without of scope. 

1. Patent protection may vary from country to country, meaning that a product can be patent protected in one 

while generic competition may be allowed in others. Of course when generic competition enters the market, 

it forces prices down which could lead to differentiating prices.  

2. Across the European Union there are variations in purchasing power, the country with the highest 

purchasing power is for example 45 times higher than the lowest ranked country10. 

3. Mandatory government price cuts. 

4. The original drug manufacturer may develop and implement different marketing and sales strategies 

across borders which could include price differences. 

 

                                                      
10 http://www.gfk.com/news-and-events/press-room/press-releases/Pages/purchasing-power-europe-2013-14.aspx 
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Price discrimination is perhaps the most interesting of the four factors that makes parallel trade possible, as it 

is the only factor where original drug manufacturers have direct influence. Lack of control over supply chain 

could arguably also be taken into account, as some manufacturers have taken strategic initiatives towards 

reducing this effect. Both are used in later sections for further analysis. Legal framework and the amount of 

patented drugs, will however not be used in the following to the same extent as the two before mentioned. 

Neither manufacturers nor parallel traders have influence over these, despite how much they might want it, 

and therefore they do not hold the same relevance as the others. 

After fully understanding why parallel trade is possible, the following section will take a look at the role of 

parallel trade in Denmark and an example on how it is done practically.  
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4. Market information and parallel trade in Denmark 

The first approval for parallel import of a drug in Denmark was given in 1990 (Enemark et al., 2006). Since 

then much has happened and as mentioned in an earlier section, parallel trade has a significantly better 

foothold than in any other European countries (EFPIA, 2013). The basic conditions (lack of control over 

supply chain, legal framework and price differences) that makes parallel trade possible is not different from 

other EU countries, there must therefore be a set of country specific factors that nourishes parallel trading of 

pharmaceutical products in Denmark. 

These are looked at in the following sections along with the current situation of parallel import in Denmark. 

This is done to get a better understanding on the situation as well as a base for analyzing how the financial 

crisis has influenced parallel trade in Denmark.  

 

4.1 History of parallel trade in Denmark 

Figure 4.1 shows the DKK sales in primary market in the period 1994-2013, split between sales by original 

drug manufacturers and parallel traders. It shows a clear increase in spending from 1994 up until 2007 where 

it hits a plateau, here it stays until 2010 

from where spending decrease right 

until the year of 2013 which amounts 

to DKK 11.9 billion. 

 

The data provided from Statens Serum 

Institut does not specify which is 

parallel traded and which is not, 

therefore the more than 150,000 lines 

containing 5,100 product names from 410 selling companies has been categorized in parallel trade and 

original drug manufacturer. This gives the dataset the missing dimension, which is also used in later sections 

to further analyze specific products and their parallel trade effects. From Figure 4.1 the increasing share of 

parallel trade is clear, but has been made relative to total sales in figure 4.2 (next page). This figure shows 

that parallel trade actually have had quite a significant share of total primary sales in the entire period. The 

share has been increasing from 6.1 percent in 1994 up to 23 percent in 2013. As mentioned earlier the 

European Federation of Pharmaceutical Industries and Associations mentions that Denmark has the highest 

share of parallel import in Europe with 23.8 percent (EFPIA, 2013). This is different from the 23 percent that 

it shown above, but it is important to keep in mind that this is the primary sector only where EFPIAs number 

Figure 4.1 Primary sales in DKK 1994-2013 

Source: Statens Serum Institut (medstat.dk). 
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is the total market. It is therefore not possible to compare 

these numbers and conclusions.  

In figure 4.2 there is an interesting stagnation in the 

share in 2007 and 2008 with a high increase just 

afterwards, which inevitably leads you to think of a 

connection to the financial crisis. This and an in-depth 

analysis of the parallel trade share will be looked at in 

later sections. 

 

Many companies have in the period between 1994 and 2013 sold parallel imported drugs on the Danish 

market. But there are five companies that stand out from the rest, accounting for nearly 84 percent of total PI 

sales in that period. These companies, as shown in 

figure 4.3 are led by Danish Orifarm A/S which alone 

stands for almost half of the total PI market in Denmark 

in that period. Orifarm is also producing generic 

products, but their parallel import sales are roughly 

seven times bigger than generics sales in the primary 

sector11. Orifarm has especially had success with 

importing products from London-based AstraZeneca, as three of Orifarm’s top five most selling products are 

original AstraZenaca products. The two products for treating asthma Pulmicort and Symbicort as well as the 

ulcer-treating Nexium, all original AstraZeneca products, alone account for 15 percent of Orifarm’s total 

sales in the primary sector in that period. Pulmicort has at the same time grossed the highest total sales of all 

parallel imported products, no less than ten different companies has imported and sold the product in 

Denmark. The most sold product in the primary sector is Zyprexa, Eli Lilly’s product for treatment of 

schizophrenia and mania12. The product has sold for close to DKK 3 billion which is 1.5 percent of total 

sales. 

 

The history of parallel trade in Denmark is driven by a series of country specific factors, these will be further 

analyzed in the section below. 

                                                      
11 Analysis based on data from Statens Serum Institut (medstat.dk) 
12 http://pro.medicin.dk/medicin/praeparater/2039 

Figure 4.2 Share of Parallel trade in total 
primary sales in the period 1994-2013  

Source: Statens Serum Institut (medstat.dk). 

Figure 4.3 The five biggest parallel importers in 
DK (1994-2013 in billion DKK) 

Company Sales  Share 
Orifarm A/S 15.0 43 percent 
Paranova A/S 8.0 23 percent 
PharmaCoDaneApS 2.3 7 percent 
2care4ApS 2.2 6 percent 
EuroPharma.dkApS 1.7 5 percent 
Source: Statens Serum Institut (medstat.dk). 
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4.2 Country specific factors for parallel trade 

As mentioned in an earlier section Denmark has the highest share of parallel trade in the European Union, 

and with quite a margin. This is despite that the fundamental factors for parallel trade are the same 

throughout the European Union, therefore it must be considered that a series of country specific factors 

makes parallel trade specifically attractive for the Danish market. These factors are further analyzed in the 

following. 

 

On April 1 2005, Denmark changed its price reference system, from external to internal reference pricing 

(Kaiser et al., 2013). The external reference pricing were based on average prices in EU, excluding Portugal, 

Spain, Greece and Luxembourg. The price for any given prescription-product was the lowest cross-state 

average among products belonging to the same substitution group (based on ATC codes). If the already 

given list price in Denmark was lower than the average, the price was set to the list price. The reform 

replaced this external reference price system with an internal. From April 2005 the price was set to the 

lowest list price in Denmark out of all products from the substitution group (based on ATC codes again). By 

doing so Denmark moved towards a market based price, clearly an indication that parallel trade were desired. 

Because by setting the price solely of what the market dictates, it gives parallel traders an initiative to import 

products where price differences across the European Union were too high. The desired end result of the two 

methods is the same, but letting the market setting the price has improved conditions for parallel trade in 

Denmark. From 2005 to 2013 the share of parallel trade in the primary sector has gone from roughly 15 

percent to 23 percent13. This is an initial indication that the decision of moving from external to internal 

reference price has resulted in an increased parallel trade share. This is of course under the assumption that 

an increased parallel trade share can be used as a cost containment tool. The effect is however well 

documented, Kaiser et al. (2013) showed in their paper a decrease by 22 percent on list prices, reference 

prices and consumer co-payments due to the switch to internal reference pricing. The paper is based on 

Denmark and the changes in reference pricing system on the Danish market. The price decrease was driven 

by an increased demand for generic and parallel imported drugs by approximately 27 percent, and with a 

matching decrease in demand for branded drugs the change induced patients to substitute towards generic 

and parallel imported drugs (Kaiser et al., 2013, p. 20). The results from Kaiser et al. will be used in later 

sections when the effect of the financial crisis will be further analyzed. 

 

                                                      
13 Figure 4.2 
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As mentioned in an earlier section Denmark has what is considered to be a two weeks tender market14. This 

is quite unique in a European perspective, especially in combination with the internal reference pricing 

implemented by Danish authorities. The combination means that a parallel trader can buy a batch of lower 

priced products, import to Denmark, set the price lower within the substitution group and basically get 100 

percent of demand in that period.  

What make the Danish system unique are not the individual tools, but the combination of these. All tools can 

be seen across the European Union, but no other country has the same combination of these.  It is the sum of 

these that makes the country specific factors unique drivers for parallel trade in Denmark. 

 

4.3 The development of parallel trade in Denmark 

When Arfwedson in 2002 called UK a champion of parallel trade, he did not foresee the development in 

Denmark from then on. Because Denmark has taken over the title of champion of parallel trade in the 

European Union. Figure 4.2 from an earlier section showed that the parallel trade share has been increasing 

from 6.7 percent in 1994 up to 23 percent in 2013 for the primary sector. This is a result of a series of events, 

but most notably Denmark has actively wanted to use parallel trade as a price restraint in contrast to 

countries that relies on negotiations between government bodies and the pharmaceutical companies. The 

overall target has been to use the market itself to regulate prices, and without going into the discussion of for 

or against parallel trade the strategy has so far been a success as shown below. 

 

Figure 4.4 shows the development of DDD (defined 

daily dose) and the average price of DDD in the 

period from 1994 to 2013. DDD shows a quite 

significant increase from 1.5 billion to almost 3 billion 

which is an increase of 101 percent. In the same 

period the average cost has decreased 13 percent. The 

decrease in average cost will be looked into in further 

sections, when the effect of the financial crisis will be 

analyzed. But it is clear that parallel trade plays a vital 

part in the overall decrease of prices, as both theory 

and studies shows that prices moves towards a uniform price within the eligible region of trade (Kaiser et al., 

2013).  

                                                      
14 Section 2.6 - Market specific terms 

Figure 4.4 DDD and average price 1994-2013 

Source: Statens Serum Institut (medstat.dk). 
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Despite showing increased PI share of total market, several parallel importers are struggling15. The market of 

parallel importers shows sign of consolidation, within the last twelve months companies has been sold, 

closed down, some has decided to cut down and focus on more profitable markets. This is a result of several 

factors, including increased competition from original manufacturers, these will be dealt with in later 

sections. This is quite a contrast to the performance by market leader Orifarm, as they showed a much 

improved annual report for 2013. Sales went up with 10.5 percent, with parallel trade responsible for 95 

percent of total sales. Only point for concern in their annual report is gross margin, which went down from 

14 percent to 13 percent in 2013. So this might confirm the perceived development in the industry; there is a 

consolidation due to increased competition and falling profit margins. The situation for parallel distributors 

will be further dealt with indirectly in later sections, when the strategic initiatives against parallel trade will 

be analyzed. 

 

4.4 How parallel trade is conducted - the case of Vagifem 

To fully understand how parallel trade is conducted, the case of Vagifem is presented below. Vagifem is a 

natural human estrogen for treatment of changes in the vulva and vagina due to insufficient production of 

estrogen16. Vagifem is manufactured and marketed by Novo Nordisk, and has sold for DKK 900 million in 

the primary sector in Denmark alone. Vagifem has been parallel imported by four traders, where Danish 

Orifarm has been the most active with a share of sales of 17 percent. For comparison Novo Nordisk have had 

a share of 72 percent of total sales in the primary sector. It is fair to say that parallel trade plays a significant 

role in the product market of Vagifem. 

 

It is impossible to say with certainty from where Vagifem is imported into Denmark, as this information is 

not made public in the official sales data from SSI17. The original drug manufacturer does not have this 

information neither as they, as earlier mentioned, lack control of the vertical supply chain. The only 

possibility the manufacturer has to get the information, is to buy a pack of the drug, open and see where the 

drug originates from or in some cases by market insights. But common from all source countries is that the 

price is lower than the destination country and of course the product is available in the source country. 

                                                      
15 Henrik Knudsen, 2care4 
16 http://min.medicin.dk/Medicin/Praeparater/1302 
17 Statens Serums Institut 



 

Figure 4.5 shows the flow of parallel trade. The lack of control of the vertical supply chain has been dealt 

with in a previous section, which means that when after supplying a wholesaler in a source country the 

original drug manufacturer does not have control with the goods afterwards. This leaves potential parallel 

distributors in a position where they are able to get hol

repackaging and relabeling, the goods are sold to a wholesaler in the destination country. 

parallel distributor has identified Vagifem as a desired product to import and sell in Denm

identify a steady source of supply, preferably several countries to further secure the 

a single country has been chosen; Greece. Source countries are often South

these fulfill most of the given criteria

price cuts due to governments having financial problems

taken into account by studies, is that the source

demand. Parallel distributors prefer 

more possible in countries that have large stocks of the desired product. Greece and Spai

as the two main source countries and the use of Greece in the following is therefore seen as being valid for 

calculating possible gross margin (Kyle, 2009)

approval in Denmark, this is done at the Danish Health and Medicines Authority

 

  

                                                      
18 https://sundhedsstyrelsen.dk/da/medicin/regulering/godkendelse

Source:

shows the flow of parallel trade. The lack of control of the vertical supply chain has been dealt 

revious section, which means that when after supplying a wholesaler in a source country the 

original drug manufacturer does not have control with the goods afterwards. This leaves potential parallel 

distributors in a position where they are able to get hold of the desired drugs at wholesale

the goods are sold to a wholesaler in the destination country. 

parallel distributor has identified Vagifem as a desired product to import and sell in Denm

identify a steady source of supply, preferably several countries to further secure the supply

a single country has been chosen; Greece. Source countries are often South- and East European countries, as 

criteria stated in an earlier section: lower purchasing power and mandatory 

price cuts due to governments having financial problems (Deloitte, 2014). Furthermore, which is often not 

taken into account by studies, is that the source country should ideally have a significant size of internal 

 buying as many as possible from the same batch, and this is of course 

more possible in countries that have large stocks of the desired product. Greece and Spai

s the two main source countries and the use of Greece in the following is therefore seen as being valid for 

(Kyle, 2009). The parallel distributors must also apply for a marketi

approval in Denmark, this is done at the Danish Health and Medicines Authority18. 

https://sundhedsstyrelsen.dk/da/medicin/regulering/godkendelse-af-medicin/parallelimport 

Figure 4.5 Parallel trade flow 

Source: (Kanavos & Costa-Font, 2005; Olsen, 2011) 
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shows the flow of parallel trade. The lack of control of the vertical supply chain has been dealt 

revious section, which means that when after supplying a wholesaler in a source country the 

original drug manufacturer does not have control with the goods afterwards. This leaves potential parallel 

wholesale level and then after 

the goods are sold to a wholesaler in the destination country. In our case, the 

parallel distributor has identified Vagifem as a desired product to import and sell in Denmark. Next step is to 

supply flow. In this case 

East European countries, as 

stated in an earlier section: lower purchasing power and mandatory 

Furthermore, which is often not 

country should ideally have a significant size of internal 

buying as many as possible from the same batch, and this is of course 

more possible in countries that have large stocks of the desired product. Greece and Spain are often labeled 

s the two main source countries and the use of Greece in the following is therefore seen as being valid for 

apply for a marketing 
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Figure 4.6 shows the possible gross margin 

for Vagifem for a parallel distributor when 

importing from Greece and selling in 

Denmark. The product used in this example 

is Vagifem 25 mg 15 pcs, which is sold in 

Denmark only by two parallel distributors; 

Orifarm and Paranova. Novo Nordisk sells a 

different size package (10 mg 18 pcs), a 

strategy which will be further analyzed in 

later sections. 

The export price has been found at the Greek 

Ministry of Health, which publishes 

wholesale selling prices in EUR19. This is the price that the distributor is able to purchase at in Greece. To 

calculate the possible gross margin, the pharmacy price has been found at Medicinpriser.dk. Using this price 

and calculating VAT, Pharmacy profit markup and wholesale profit markup returns the wholesale purchasing 

price. This is the selling price for the parallel distributor in Denmark, and the difference is of course the 

possible gross margin. 

Further costs for the parallel distributor are related to the marketing approval in the destination country and 

then repackaging and relabeling. When procuring goods in for example Greece, the labeling on the package 

as well as the leaflet is written in Greek. In order to be allowed to sell in Denmark, these should be written in 

Danish so Danish patients are able to read and understand the content of the purchased drug. Therefore 

parallel distributors are forced to relabel, which means sticking a new label over the Greek text. Furthermore 

the leaflet is removed and a Danish version is put back in, this is the repacking and relabeling process. 

Orifarm announced that from 2013 they moved their production facilities for relabeling and repackaging 

(amongst other), to a new production facility in Czech Republic (Orifarm, 2013). Orifarm argues that due to 

increased competition on the Danish market, they are forced to focus further on cost reduction. Before 

establishing the new facilities, relabeling and repackaging were done in Denmark. Transportation costs are 

highly related to the nature of the product. Pills can be transported in a truck, while for example the insulin 

products from Novo Nordisk must be handled in certain temperatures. This increases costs, as the products at 

all time must be kept under the right conditions including transporting in specific cooled trucks.  

 

                                                      
19 http://www.moh.gov.gr/articles/times-farmakwn/deltia-timwn/2480-diorthwtiko-deltio-timwn-farmakwn-
anthrwpinhs-xrhshs 

Figure 4.6 Possible gross margin for Vagifem 

Source: Medicinpriser.dk and Ministry of Health, Greece. All prices are 
from Juli 25th 2014. Pharmacy profit markup (Apotekerforening, 2012). 
Wholesale profit markup is estimated based on market insights. 

DKK
Wholesale price Greece 8 EUR 59,68       
VAT 6,50% 3,88         
Export price 63,56       

Possible gross margin 81,49       

Wholesale purchasing price 145,05     
Wholesale profit markup 5% 7,25         
Pharmacy purchasing price 152,30     
Pharmacy profit 23,70       
Pharmacy price exclusive VAT 176,00     
VAT 25% 44,00       
Pharmacy price 220,00     
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Gross margin calculations for other products have been conducted with the same source country, and are 

clearly showing a positive incentive to pursue parallel trade. The psoriasis product Xamiol by Danish Leo 

Pharma is showing a possible gross margin of 14 percent while the Novo Nordisk insulin product Novorapid 

calculates to 22 percent20. Both clearly vulnerable to parallel trade, as a 10 percent price spread is estimated 

to be the target21.  

 

Kyle (2007) suggests that the entry condition for a parallel distributor is the following: 

���� = �|��� − �
 − ��� − �| > 0 

where pH is the price of the product in the higher-price country, pL is the price of the matching product in the 

lower-price country, cT is the cost of transporting a product between the countries, q is the number of units 

the parallel importer supplies in the higher-price market, and L is the license fee. The parallel importer will 

enter a product market if it expects to cover its fixed costs with a high enough margin on sufficient quantity 

(Kyle, 2007, p. 11). In the above the entry condition has been used to explain why the parallel distributor has 

decided to enter the product market of Vagifem. But the entry condition can also be used in the reverse 

scenario, because when understanding why parallel distributors decides to enter a product market it gives a 

quick situational overview of how original drug manufacturers can react to a parallel trade entry. This will be 

done in later sections when the strategic initiatives of original drug manufacturers will be further analyzed.  

 

 

 

  

                                                      
20 See Appendix 3 
21 http://www.fiercepharmamanufacturing.com/story/uk-pharmacy-group-wants-drug-exports-stopped/2012-05-15 & 
Interview med Henrik fra 2care4 
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5. Parallel trade and the financial crisis 

After establishing the presence of parallel trade in Denmark and related industry specific mechanisms, the 

development of parallel trade during the financial crisis will be analyzed further.  

 

The financial crisis started in the United States after the collapse of a speculative bubble in the housing 

market, it quickly spread to the rest of the world within a couple of months. Arguably the biggest economic 

crisis since the great depression in 1929 (Arestis et al., 2011). Driven by the utilization of new financial 

instruments the crisis affected everyday lives of people all over the world. The American federal reserve had 

bailed out several financial institutions, but when the Lehman Brothers were refused, the expectations in 

financial markets took a severe hit (Desai, 2011). Panic spread across financial institutions, with growth-

limiting results to follow. The supply of credit for almost every type of transaction, being both industrial and 

commercial, experienced a significant decline. This quite naturally effected both industrial production and 

trade all over the world. Source countries such as Spain, experienced decreasing growth rates compared to 

previous year at between 14 to 20 percent during the winter months of 2008-2009 (Arestis et al., 2011). 

Governments all over the world responded by implementing policy expansions covering monetary and fiscal 

areas.  

 

These initiatives (the relevant will be discussed and analyzed in the following) as well as the effect of the 

financial crisis will be the topic of the following sections. 

 

5.1 Preparation and definition of data 

In order to analyze how the financial analysis has affected the role of parallel trade in the Danish primary 

sector, the data needs to be prepared as well as defined in accordance to the desired research target. Before 

doing any statistical analysis it is very important to define the population and sample (Woolridge, 2003).  

Data is provided by a public enterprise under the Danish Ministry of Health; Statens Serum Institut. Data is 

publicly available from MedStat.dk but due to the scope of research and desired level of detail, data has been 

directly obtained through personal contact to Statens Serum Institut. 

Data consists of the following rows; product identification number, year, ATC code, Product Name, sold 

packages, sales in DKK, type of volume, sum of volume and the owner of marketing approval22. A series of 

                                                      
22 Irrelevant rows has not been showed, these includes describing texts and the likes. 
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important levels lacks in the provided dataset, these has been implemented afterwards. An important missing 

level is the information on whether the product is parallel imported or not. This has been manually added to 

all 150,000 lines, based on owner of marketing approval compared to patent owner. Furthermore original 

Novo Nordisk products has been identified and tracked, in order to complete desired analysis in later 

sections.  With these additions the empirical analysis is made possible, with the definition of population and 

sample as the next natural step (Woolridge, 2003). 

The defined population is all ATC codes in the period of 1994 to 2013. This is done because all ATC codes 

with sales in the primary sector are of interest, and therefore must be included in the analysis. A method used 

by some researches is to eliminate unattractive ATC groups (Kanavos & Vandoros, 2010; Olsen, 2011). This 

is not done when defining the total population, as all ATC codes is of interest in order to fully understand 

how parallel distributors react and especially in relevance to perceived changed conditions such as the 

financial crisis. The only limitations to the population have been made due to lack in data quality. Not all 

products have volume type set as DDD, the products that does not have this volume type has been excluded 

from the population. As the DDD is by far the most preferred volume type, this exclusion will not harm 

validity of data population and the analysis derived from this23.  

The sample is defined by the research approach, as the general development is to be analyzed first followed 

by the specific effects for a Danish pharmaceutical company: Novo Nordisk. This means that the ATC codes 

that include products that are patent-owned by Novo Nordisk are the sample size. 29 ATC codes containing 

34 products are defined to be the sample size, for a full list of sample size please see appendix 1. When 

conducting statistical analysis, internal and external validity is of the essence (Stock & Watson, 2007). They 

refer to a list of threats to internal validity, where the relevant which be gone through below here. 

Sample selection bias, occurs when the sample size has been chosen in a non-random way. As the sample 

size might be biased, the results might be a result of this selection (Stock & Watson, 2007). Leading one to 

thinking that the results are only reflecting the sample and not the population. In order to eliminate this threat 

to validity, the first results are based on the entire population while the sample size relates to Novo Nordisk 

in later sections. This is done in order to first establish the valid results, and hereafter specific consequences 

for a research-based pharmaceutical company.  

Errors in variables, occurs when there are errors in the data set that are the foundation of the analysis 

(Stock & Watson, 2007). This is a threat to validity especially in cases of surveys since the provided data 

might be mistaken or quite simply wrong. The data provided by Statens Serum Institut (medstat.dk) is 

computer generated data, which is based on systems in the Danish health system. Validity here is high, there 

is however a small threat in the data set. As mentioned before, the information on whether a product is 

parallel imported or not is derived manually. This is done based on selling company and product name. 

                                                      
23 4 percent of total sales has been excluded due to this lack in data availability. 
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There might be errors in this process, but overall share of parallel trade has been compared with official 

numbers and no errors have been found.  

  

As described by Desai (2011) and Arestis et al. (2011) the financial crisis started in 2008, and this year will 

in the following be year 1 of the crisis. As the effects with decreasing production and gross domestic 

products already kicked in during the fourth quarter of that year it is preferred that calculated effects are 

shown from this period. Therefore the year of 2007 will be year zero and the base year in the following 

calculation and analysis. After having defined the population and the dataset it is time to move on to the 

empirical analysis of the effect of the financial crisis on parallel trade in the Danish primary sector. 

 

5.2 Development during the financial crisis 

As figure 4.4 from an earlier section shows, the average price of DDD has decreased 25 percent from 2007 to 

2013. The average price had up until then stayed at a plateau of just under 5 DKK per DDD for a range of 

years. But the average price is exactly just that, an average and therefore all effects and variation in market 

conditions are consolidated into one number. This is of course not telling the story of how the financial crisis 

has affected parallel trade. As mentioned governments all over the world implemented new policy 

expansions after the financial crisis. These expansions included price cuts, which effected public spending on 

healthcare. Furthermore generics drive prices down quite significantly as it has been shown. The average 

price of DDD includes all these effects, and many more, and is therefore not interesting except showing a 

general trend and development in the primary section. In order to facilitate the following research of the 

overall hypothesis, the financial crisis has improved conditions for parallel distributors in the Danish primary 

sector, the following hypothesis has been determined: 

- Hypothesis 1: The financial crisis has resulted in an increased presence of parallel distributors, measured 

by the share of product categories where parallel trade holds a significant market share. 

- Hypothesis 2: The financial crisis has resulted in easier access to products, measured by the amount of new 

product entries by parallel distributors. 

- Hypothesis 3: The financial crisis has resulted in a larger volume of accessible goods for parallel 

distributors, measured by the share of product groups where parallel distributors are market leaders. 

- Hypothesis 4: The financial crisis has resulted in an increase in price performance in the Danish primary 

sector driven by parallel trade. 
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Parallel import effects price and isolated to a product also volume. The first being the obvious, as parallel 

distributors are competing on price. Buying from countries with cheaper prices, enables them to set prices 

below original drug manufacturers as they do not have the same concerns as these. This of course drives 

prices down, but what is also interesting is that lower prices theoretically also drives demand due to two 

weeks tender market as earlier described. A lower prices increases demand for a product, as pharmacies are 

obliged to offer the cheapest product within a substitution group (based on ATC codes). For two competing 

products with the same ATC code, the entry of parallel import effects the market shares. But in the following 

this effect is not relevant as the results are based on total ATC codes and DDD, effectively eliminating any 

substitution-behavior created by lower prices due to entry of parallel trade. This is however relevant when, in 

later sections, the situation and development for Novo Nordisk are analyzed. Here the effects for the 

individual products and not the product group (ATC code) are analyzed. 

 

Figure 5.1 shows the derived effects for price and volume during the period of 1995-2013. As shown in a 

previous section total volume has increased since 1994, and this trend is clearly shown when the volume 

effect has been isolated from sales data24. 

No effect is shown in 1994, as this is the 

base year for the analysis. A total of more 

than DKK 14 billion is the total effect of 

increased volume in the primary sector25. 

This development is equivalent to the curve 

of the increase in DDD. Four times the 

volume effect has been more than DKK 1 

billion, but since 2008 volume has been 

lower than average effect. What seems to 

be an ever increasing growth, has been 

driven mainly by treatment of heart and the 

circulatory systems which sells for 1/3 of 

total sales. The second largest share is 

treatment related to the nervous system 

(Apotekerforening, 2013).   The 

explanations to this quite significant 

increase in volume are many, but two 

                                                      
24 Figure 4.4 
25 Volume effect is calculated as (Volume Current Year - Volume Previous Year) * Price Previous Year 

Figure 5.1 Price and volume effects 1995-2013 

Source: Statens Serum Institut (medstat.dk) 

Year Price Volume

1995 -148.062.707              762.567.045                

1996 -178.911.649              487.436.220                

1997 -302.813.187              830.139.631                

1998 -150.417.215              582.783.516                

1999 -447.979.374              783.100.534                

2000 86.660.357                  632.664.088                

2001 -383.000.723              969.449.868                

2002 -119.590.801              1.067.382.893            

2003 -679.109.796              1.028.310.893            

2004 -644.651.468              975.899.173                

2005 -397.404.871              762.673.123                

2006 -393.600.330              837.103.737                

2007 -330.827.085              1.098.761.232            

2008 -1.002.590.672           1.162.868.141            

2009 -645.999.702              646.306.141                

2010 -335.566.662              491.938.765                

2011 -677.638.975              158.654.602                

2012 -1.075.233.428           567.676.517                

2013 -934.769.740              294.651.881                

Total -8.761.508.027,87     14.140.367.999,44    



Page | 31 
 

reasons are according to experts the main drivers. Physicians are getting better at diagnosing patients due to 

more efficient measurement of results and perhaps more interesting, at least in the context of this, 

pharmaceutical companies have successfully lowered the limit for when a patient is being diagnosed26. The 

price effect is also shown and sums up to a total decrease in sales of DKK 8.8 billion27. As explained before 

looking at these effects from a total sector view, the price is the relevant effect to parallel trade. The average 

price effect in the period up to the financial crisis is DKK 315 million, while the effect from 2008 up until 

2013 is DKK 779 million. Before jumping to conclusions, it is important to keep in mind that this is the 

absolute effect. What would be more telling on price performance is the relative price effect. Up until 2007 

the relative price performance was 3.1 percent, while the performance after the financial crisis was 6.1 

percent. It is fair to say that data suggests that the period of 2008-2013 shows a significant increased price 

performance compared to the period before the financial crisis. Not only the absolute but also the relative 

price performance supports this observation.  

 

The price effect is a result of several underlying drivers; inflation, parallel trade, generic entry, price cuts and 

substitution. As the price effect of parallel trade is of interest, this will be the topic of following sections but 

first a deeper analysis on the market conditions before and after the financial crisis. In order to establish 

whether the financial crisis has improved conditions for parallel trade in the Danish primary sector, an 

analysis of the parallel trade presence in product categories are being conducted. 

 

Figure 5.2 shows the percentage of active ATC codes where parallel trade holds a significant market share28. 

The curve shows that parallel distributors, after an increase from 1994-1998, has held an unchanged market 

share at around 22 percent right up until 2007 and the financial crisis. From 2008 to 2013, the market share 

has increased quite significantly to 37 percent in the 

latest year. This back up the argument that market 

conditions for parallel distributors has improved as a 

result of the financial crisis. Parallel distributors rely on 

a steady supply of cheaper pharmaceutical products. This 

flow has been strengthened as governments, especially 

countries considered to be supply countries, 

implemented cost-containment policies (Leopold et al., 

                                                      
26 Berlingske.dk/nationalt/eksplosiv-stigning-i-medicinforbrug 
27 Price effect is calculated as (Price Current Year - Price Previous Year) * Volume Current Year 
28 Significant market share has been defined as 5 percent of total volume of a ATC code 

Figure 5.2 Significant PI presence 

Source: Statens Serum Institut (medstat.dk) 
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2013). These policies lead to cuts in spending on healthcare, effectively resulting in lower prices on 

pharmaceutical products. For parallel distributors this means access to a larger volume, which makes them 

able to compete in a larger variety of product categories. Categories where distributors were not able to get 

hold of a significant amount of products in order to make the investment worthwhile, were suddenly made 

attractive as prices were low enough to meet Kyle's (2007) entry conditions. This statement is backed up by 

figure 5.3, which shows the amount of active ATC codes where parallel distributors makes a new entry. A 

new entry is defined as an ATC code where parallel distributors did not have any activity the previous year. 

The figure shows a very high number of new entries 

in the beginning of the period, this is caused by the 

fact that these years are the beginning of parallel 

trade in Denmark. In the beginning, there is a larger 

pool of ATC codes with no current parallel trade 

activity. The second significant increase in numbers 

of new entries, it seen in the years after the financial 

crisis. The years of 2009 up until 2013 are all higher 

than the period from 1997 to 2008. A sign that 

parallel distributors did get access to a larger set of cheaper priced pharmaceutical products. Remember that 

parallel distributors are looking for quantity in order to minimize the marginal transportation and license cost 

enough to make the distribution attractive. The increase suggests that not only have the implemented 

government policies in supplying countries opened new product categories to parallel trade, but the tradable 

amount is also high enough. One could argue that the increase in new parallel trade entries are related to the 

overall development of new ATC codes. This is however not the case as the average of new active ATC 

codes in the period 1995-2007 is 52, while the average in 2008-2013 is lower with 46 new active ATC codes. 

So in fact, the increase should be compared to a decreasing overall number of new ATC codes.  

The above establish that new ATC codes are made available for parallel distributors in the years after the 

financial crisis. But did it only influence the number of 

tradable ATC codes, or did it also influence the amount 

of goods available. This is shown in figure 5.4. This 

figure shows the development of the share of ATC codes 

where parallel distributors are market leaders. Following 

the trend from previous figures, it shows that the share 

more or less is consistent throughout the period up until 

the financial crisis. From here it increases from an 

average of just less than 8 percent to more than 15 

Figure 5.3 New ATC entries by PI 

Source: Statens Serum Institut (medstat.dk) 
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Figure 5.4 Share of ATC codes where PI is 
marketleader 

Source: Statens Serum Institut (medstat.dk) 
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percent in 2013. Almost doubling it shares of ATC categories where parallel distributors holds a significantly 

larger share of product groups as market leaders. In order to import products from a supply country, the 

parallel distributors need to get hold of a local distributor willing to export their goods. With lower prices 

due to policy changes, the number of available goods for parallel trade is simply increased. This makes it 

possible for distributors to keep a steady flow of goods in order to win leadership in just over 15 percent of 

all ATC codes in 2013. 

 

After these findings, it is time to estimate the price performance driven by parallel trade in the Danish 

primary sector. First two methods are used in order to establish minimum and maximum price performance; 

market share price performance and isolated price performance. These two methods will be further discussed 

before making further analysis in order to establish the price performance. 

 

The price performance in PI active product groups will set the maximum price performance. The 

performance is calculated as follows: 

����� ����������� = ����
� − ���

���� ∗ !��
�  , 

where PPD is price for parallel distributors and QPD is quantity for parallel distributors. The formula is applied 

to all product groups (ATC codes) where parallel distributors are active.  

The results for the price performance applied to products groups with active parallel distributors are shown 

in figure 5.5. This shows the performance under the assumption that parallel distributors drives prices down 

purely based on their presence. This is 

backed up by the fact that parallel 

distributors only competitive strength is 

price. This method is quite simple and one-

dimensional, and therefore is used to define 

maximum price performance caused by 

parallel distributors. Since the formula is 

applied to product groups where parallel 

distributors are active, the number of these is 

of importance. As proved in figure 5.5 this 

share has increased over time, and especially 

following the financial crisis in 2007. With this in mind, the price performance is quite naturally higher as 

the formula is applied to an increasing number of product categories. Over the period from 1995-2013, price 

Figure 5.5 Price performance in PD active product groups 

 
Source: Statens Serum Institut (medstat.dk) 
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performance has always been negative (meaning lower prices, leading to lower revenue). The total price 

performance equals to almost DKK 7.6 billion, which is almost 86 percent of the total price performance 

which was calculated in an earlier section29. Price performance has increased since, what was determined as 

year 0 of the financial crisis, 2007 from DKK 163 million to DKK 905 million in 2013. What is interesting, 

is when comparing total price performance to the calculated price performances in figure 5.5. In the period 

between 2001 and 2006, the year before the financial crisis, the ratio was between 0.9 and 0.99. Meaning that 

the price performance was mainly driven by product groups where parallel distributors were active. In 2007 

the number was 0.49 and in 2008 is was 0.37, clearly indicating that price performance were drive by other 

factors such as generic and other factors related to this incident. Hereafter the ratio jumps back up to 

"normal" ratios, 0.78 in 2009 and from here between 0.8 and 0.97. So parallel distributors did have initial 

problems driven the price performance in the very early beginning of the crisis, but once policies were 

implemented in sourcing countries parallel distributors went back into driving price performance.  

 

The market share price performance is the method that will set the minimum price performance. The 

performance is calculated as follows: 

"��#�$ %ℎ��� ����� ����������� = '����
� − ���

���� ∗ !��
� ( ∗ ")��

�  , 

where PPD is price for parallel distributors, QPD is quantity for parallel distributors and MSPD is the market 

share for parallel distributors. 

The results of the market share price performance analysis are shown in figure 5.6. The thoughts behind this 

method, is that parallel distributors only affects 

the overall price performance with the volume 

they bring to market. As data is yearly, a 

parallel distributor could for example only be 

active in a product group for 1 month. 

Therefore the total price performance could be 

driven by more than the presence of parallel 

distributors. This is because they remaining 11 

months, original drug manufacturers do not 

compete with parallel distributors on price as 

they are not present. The total price performance of this method for the entire period is DKK 1.3 billion. 

Historic performance up until 2007 were steady at no larger than DKK 100 million, hereafter price 

                                                      
29 Figure 5.1 

Figure 5.6 Market share price performance 

 
Source: Statens Serum Institut (medstat.dk) 
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performance increased significant. In the period between 1995 and 2007 the total performance were DKK 

481 million, while in the years after the financial crisis the total performance were DKK 847 million. In just 

6 years compared to 13 years, the total performance almost doubled in total  numbers.  

 

This development should of course be seen in the light of the increasing market share of parallel distributors, 

as this variable is multiplied by the yearly total price performance. This might be a threat to external validity 

as defined by Stock and Watson (2007). But as a method to minimize the price performance driven by 

parallel distributors it makes sense. The very least that parallel distributors contribute to the price 

performance would be determined by the volume that they sell for in a specific product group. But of course 

this is not the full effect, as alone by their presence competing companies would be forced to sell at a lower 

price in order to obtain volume. This effect is not taken into account in this method, and this will be the 

target in the third and final approach to value the price performance driven by parallel distributors. 

 

The market share price performance did not take the full effect into account, and the price performance in 

active PD groups took too much effect. In order to evaluate just how much price performance parallel 

distribution contributes to, the following method will be used on the dataset. 

A combination of the two methods from above is to be applied to the dataset under the following conditions, 

within any product group (ATC code): 

If parallel distributors are market leader: Full price performance 

If PPD > POM
30:   Full price performance 

All other:   Market share price performance 

The argumentation for using this method is described below. 

If parallel distributors are market leaders, they hold the majority of sold volume. Meaning that they must be 

the main driver for lower prices within that product category. If anyone wants to sell their products, they 

would have to initiate in a competition on price as parallel distributors have enough stock to meet the 

majority of demand. 

If the average price of parallel distributors within a product group is higher than the average price of original 

drug manufacturers, it must mean that parallel distribution is the main driver in lowering prices. Price is the 

main competitive variable, and having the lowest price would result in the highest market share (with all 

other variables being held constant).  

In all other cases, parallel distributors does not hold a large enough share of the product market or it has not 

                                                      
30 Where PPD equals Price for Parallel Distributors and POM equals Price for Original Drug Manufacturers 
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been able to drive overall product prices down (in most cases due to low supply, which makes original drug 

manufactures indifferent to parallel distribution entry).   

The main concern for validity of the above method is the scope of the data provided. The numbers are yearly, 

and this leaves quite a room for changes during this period. It would undeniably leave a more valid result if 

the data were daily, weekly or even monthly. As mentioned earlier, a parallel distributor would be able to 

secure position as volume market leader in a month and hereafter lose their entire supply leaving the market 

to the original drug manufactures. All these movements within a year are simply summed up into one 

number, and when separating product groups based on their total numbers it might not reflect reality 

perfectly. This validity-related issue is however not expected to be serious enough to fully question the 

results, as neither parallel distributors nor original drug manufactures usually operate with a scope of one 

year or less. 

 

The figure shown below depicts the results of the above mentioned method to value the price performance of 

parallel distributors in the Danish primary sector in the period 1995-2013. The total price performance sums 

up to nearly DKK 3.1 billion, and therefore 

between the minimal and maximum price 

performance calculated in the sections just 

above. The figure shows a clear increase in the 

years after the financial crisis, with the highest 

performance in 2013 with almost DKK 0.5 

billion which accounts for half of total price 

performance in the sector. The result takes into 

account the market position of parallel 

distributors as well as the comparable average 

price. As the analysis is made on ATC codes, 

and therefore making volume irrelevant as lower prices only makes patient substitute within that ATC code, 

this method with the analysis being selective on price is deemed the most valid.  

The price performance in the six years up until the financial crisis, 2002-2007, shows a total of DKK 0.5 

billion, which is 20 percent of the total price performance in that period. Looking at the same amount of 

years in the following years, 2008-2013, the total amounts to DKK 1.6 billion. That is an increase of DKK 

1.1 billion, which also shows as the share of total price performance increased from 20 to 33 percent. 

Looking at these numbers, it is clear that data suggests that the financial crisis has improved conditions for 

parallel distributors and they have taken advantage of these.  

Figure 5.7 Market share price performance 

Source: Statens Serum Institut (medstat.dk) 
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Other results from similar research questions are very limited, and the only perfectly similar has been 

conducted by the Danish federation of parallel distributors31. Their latest analysis is based on 2011 data, and 

is showing a result of DKK 395 million for that year. In comparison the result of the above method is DKK 

308 million. There is clear difference between the two results, but it is important to notice the two basic 

setups as these are different. Furthermore it is important to notice that the federation of parallel distributors 

has a clear intention with their press release; telling the story of how parallel trade saves money for the 

Danish society. According to the press release the method of calculating the savings are as follows: 

)�*��+% = ��,- ∗ !��� − ���� ∗ !���32, 

where POM is the maximum AUP price for original drug manufactures, PPD is the maximum AUP price for 

parallel distributors and QPD is the quantity for original parallel distributors. Looking at this calculation 

shows why there is a difference of DKK 87 million, it contains the volume performance as well. Furthermore 

it takes the entire price performance into account, without considering different scenarios and effects. Their 

result is simply stating how much the parallel trade volume would have cost if they were sold at the higher 

price of the original drug manufacturers. The above applied method is however taken the development of 

prices into account, as it is the price competition over time that drives the price performance. However the 

two results are within range, and can to some extent be used to validate. At least a very different number 

would raise questions to the result found in the above sections, but that has not been the case. 

5.3 The effect on Novo Nordisk 

After establishing the effects of parallel trade in the Danish primary sector as a result of the financial crisis, 

the consequences for Novo Nordisk will be analyzed in the following. The results derived in the sections 

above are for the entire sector, but as it is interesting to establish the consequences for a Danish research 

based pharmaceutical company, Novo Nordisk has been chosen at the case. In an earlier section the case of 

Vagifem was used in order to illustrate how parallel trade is conducted, in the following the effects on for 

example a product like Vagifem are further analyzed. As the sample size is significantly smaller than the 

total population of the dataset, it is possible to dive deeper into the market variables and value the 

performance at a higher level of validity. 

 

                                                      
31 http://www.pfldk.dk - Parallelimportørforeningen af lægemidler 
32 http://www.pfldk.dk/parallelimporteret-medicin-sparede-samfundet-for-over-395-millioner-i-2011/ 
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In the period between 1994 and 2013 Novo Nordisk sold for nearly DKK 5.8 billion in the Danish primary 

sector. In comparison parallel distributors sold for DKK 1.4 billion of products which are patented by Novo 

Nordisk33. Two companies are responsible for 94 percent of the parallel imported sales, Orifarm A/S and 

Paranova Denmark A/S, where the first mentioned accounts for 67 percent alone. Figure 5.8 shows how sales 

have developed in the period of 1994-2013 on products that are originally produced by Novo Nordisk. The 

blue column shows the share of parallel distributors, which is showing a quite significant increase in 2009 

and 2010. Without going further into the 

analysis of this development, as it will be the 

focus in the strategic initiatives section, it is 

result of the financial crisis and the 

implemented policies in sourcing countries. 

Total sales have almost doubled from 2005 to 

2013 to the current level of DKK 940 million. 

The most sold products, which are patented by 

Novo Nordisk, are dominated by their line of 

Insulin products. 3 out of the top 5 selling 

products in the period are insulin products 

(Insulatard, Actrapid and Novorapid). Accounting for 25 percent of total sales, these products are clearly the 

main product category for Novo Nordisk. The product from earlier, Vagifem, holds second place while the 

antibiotic product Primcillin takes third place. As the figure shows parallel distributors holds 13 percent of 

the total sales of products originally produced by Novo Nordisk. This should be considered a significant 

share, as it not only captures that share of total sales but also are driving prices down. This effect is analyzed 

further in the following. 

 

  

                                                      
33 Statens Serum Institut (medstat.dk) 

Figure 5.8 1994-2013 Sales of Novo Nordisk products 

Source: Statens Serum Institut (medstat.dk) 
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Doing the price and volume analysis based on the ATC groups for the products originally manufactured by 

Novo Nordisk, shows a quite interesting result. This is shown in figure 5.9, where the red curve shows the 

price effect while the blue shows the volume 

effect. The total price effect amounts to DKK 

32 million, while the volume amounts to DKK 

392 million. Noticeably both effects are 

positive, which means that volume as well as 

price has contributed to higher total sales for 

these products. Contrary to looking at the total 

sector sales, when analyzing a specific line of 

products there are a range of specific events that 

might lead to arbitrary results. When launching 

a new product pharmaceutical companies tend to hit the market with a higher price, due to the fact that new 

technological breakthroughs are rewarded as patients and physicians are looking for new treatment. Of the 

total 116 products in the data sample 55 products were introduced later than 1994, which accounts for a third 

of total sales despite a shorter period. Furthermore the market share held by parallel distributors are lower 

than the total sector, which is interesting as a higher market share must have a higher influence on average 

price than a lower market share. The above figure is the total effects, but as debated earlier it should be 

isolated for parallel distributors and Novo Nordisk. However this analysis does not show a significant price 

performance by parallel distributors, as they only has a negative performance of DKK 6 million while Novo 

Nordisk has a positive price performance of DKK 38 million. Therefore the effect of the presence of parallel 

distributors are not reflective on price performance, and the effect for Novo Nordisk must therefore be 

considered to be the lost revenue for the market share held by parallel distributors.  

 

As shown in figure 5.8 parallel distributors have had average yearly sales of DKK 160 million in the last 5 

years. This is lost revenue for the Danish affiliate of Novo Nordisk, but remember the products are sold by 

another Novo Nordisk affiliate in a lower-priced country. Therefore the DKK 160 million is not the actual 

consolidated loss for Novo Nordisk, as parallel distributors operate with a relatively low profit margin34. This 

is however without of scope for this thesis, and the effect are analyzed for the Danish affiliate only. 

Furthermore the presence of parallel distributors limits the price setting for Novo Nordisk, as a higher price 

would only increase margins thus attracting parallel distributors. Therefore the effect of parallel distributors 

is also indirectly reflected in the price performance of Novo Nordisk. The DKK 160 million a year (for the 

last 5 years) must therefore be considered to be the minimum effect, and could easily be significantly higher 

                                                      
34 See section 4.4. 

Figure 5.9 1994-2013 Price and volume effects 

Source: Statens Serum Institut (medstat.dk) 
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due to this fact. This is of course a strategic challenge for Novo Nordisk, and this will be the topic of the 

following sections. 

 

5.4 Part conclusion on the effect of the financial crisis 

Parallel distribution is driven by the difference in prices between two countries, and it is this margin that is 

the key to understanding how the financial crisis has affected parallel distribution in Denmark. In order to 

analyze this the following hypothesis were set up, and below the findings to these are summed up. 

- Hypothesis 1: The financial crisis has resulted in an increased presence of parallel distributors, measured 

by the share of product categories where parallel trade holds a significant market share. 

Findings hypothesis 1: A significant market share was defined as 5 percent, and findings were clearly 

suggesting that the financial crisis influenced this market share. From 1998 to 2007 this market share was 

stable at around 22 percent, hereafter increased to 37 percent in 2013. Data suggests that the financial crisis 

has improved conditions for parallel distributors, not only are margins interesting enough but the sheer 

volume is also high enough to win significant market share across ATC categories. 

- Hypothesis 2: The financial crisis has resulted in easier access to products, measured by the amount of new 

product entries by parallel distributors. 

Findings hypothesis 2: Under the assumption that cuts in spending in sourcing countries leads to higher 

margins, which in turn leads to increased parallel distribution, the amount of new ATC entries by parallel 

distributors were analyzed. The largest increase was shown in 1995 and 1996, which were at the beginning 

of parallel distribution in Denmark. Quite naturally the distributors had a larger pool of ATC groups in which 

there was no previous PI presence. The other significant increase was shown in the years after the financial 

crisis. The years of 2009 up until 2013 are all showing more new ATC entries by parallel distributors than in 

the period between 1997 and 2008. Data therefore shows strong support for the hypothesis. 

- Hypothesis 3: The financial has resulted in a larger volume of accessible goods for parallel distributors, 

measured by the share of product groups where parallel distributors are market leaders. 

Findings hypothesis 3: If market conditions are really improved for parallel distributors not only the range 

of products made available but also the quantity must be analyzed. Therefore the share of all ATC groups 

where parallel distributors are market leaders were defined as the test of the hypothesis 3. Share of ATC 

categories where parallel distributors were market leaders almost doubled from the period up until 2007 and 

the years hereafter. Data suggests that there is a correlation between the financial crisis and share of 

categories with parallel distributors as market leaders. 
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- Hypothesis 4: The financial crisis has resulted in an increase in price performance in the Danish primary 

sector driven by parallel trade. 

Findings hypothesis 4: As the analysis has been conducted on ATC group level and not on product level, 

the price performance is considered to be the effect of parallel distribution as product substitution stays 

within the same ATC group. The diversified price performance analysis showed a total performance of 

nearly DKK 3.1 billion. Results were tested against a similar analysis and were shown to be in line, as 

differences in results could be explained by differences in calculation methods. More importantly data 

clearly suggests that the diversified price performance increased significantly from 2008 and up until 2013, 

which supports hypothesis 4. 

 

The above hypotheses were made for the entire primary sector, but an analysis was also conducted on the 

case of Novo Nordisk and their products in the Danish primary sector. Despite showing a positive price 

performance for this limited data sample, findings in data suggests that Novo Nordisk loses at least DKK 160 

million a year in revenue for the Danish affiliate, without including the limiting restraint on prices parallel 

distribution has with their significant market share of 13 percent. Losing revenue like this is of course a 

challenge for all companies, but in the following the specifics that make this a strategic challenge for 

pharmaceutical companies are analyzed and afterwards the strategic initiatives to counteract this 

development are analyzed. 
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6. Why parallel trade is a strategic challenge 

Not all patients are aware of the massive amount of work and heavy investing behind a pharmaceutical 

product, and rightfully so perhaps, as patients focus on the treatment and not so much more. But the road 

from laboratory discovery to pharmacy is very long and filled with obstacles. Therefore, as the patent-owner, 

pharmaceutical companies are highly interested in protecting and maximizing their investments in research 

and development. In the following the before mentioned road is explained for a more extensive 

understanding of why parallel trade is a strategic challenge for pharmaceutical companies. 

 

6.1 The road from laboratory discovery to pharmacy 

Today's research and development is a long way from the well-known stories of for example the penicillin 

discovery. Alexander Fleming returned to his private laboratory after a vacation to find a bacterial culture 

plate contaminated with a mold that stopped the bacterium from growing (Schacter, 2006). And so he 

discovered penicillin, which proved to be one of the most important drug discoveries in the last hundred 

years. Today drug discoveries are a result of a more much methodical and scientific approach, which of 

course not excludes coincidental drug discoveries (for example the discovery of Viagra). Research has 

moved from private laboratories, and the romantic idea of drug discoveries, to highly computerized research 

facilities dominated by technicians instead of scientists (Schacter, 2006). Figure 6.1 shows the process of 

how research and development is conducted throughout a lifetime of a pharmaceutical product.  

  

Figure 6.1 Phases of research and development process 

Source: (EFPIA, 2013; Schacter, 2006) 
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EFPIA describes the process of drug discovery as: 

 All new medicines introduced into the market are the result of lengthy, costly and risky 

 research and development conducted by pharmaceutical companies (EFPIA, 2013, p. 6). 

This is easily proven in figure 6.1, as the average time from patent application to drug arrival in the market is 

12-13 years (Schacter, 2006). Before actually applying for a patent, there is in addition an extensive research 

conducted in order to identify a range of substances with a potential. It all starts with an idea about a 

particular process in the body and how a drug could interrupt or trigger another process to influence a 

disease. This process is long and based on testing, testing and even more testing. When one or more 

compounds are identified, the patent application part can be initiated. After this the pre-clinical development 

begins, which accounts for approximately 20 percent of total research and development costs (EFPIA, 2013). 

When this stage is completed in accordance with government and regulator specifications and demands, 

actual clinical trials begins with phase 1. The first stage quickly establish whether the drugs has any negative 

effects on the human body or not, quite naturally an important stage as any significantly negative effect 

results in a stop to any further development of that specific compound. While phase 1 only includes up to a 

hundred, phase 2 easily includes several hundred subjects with the condition for which the drug is intended. 

Phase 2 also uses a more scientific approach which utilizes randomization, blinding and for example placebo 

in order to test whether the drug has beneficial activity and safety in patients for whom the drug is intended. 

If successful the drug moves into phase 3, where trials are more extensive, randomized and well-controlled 

evaluations of the long-term safety and effectiveness in a larger number of subjects who are representative of 

the patients seen in ordinary medical practice (Schacter, 2006, p. 10). This phase includes several thousand 

subjects and might take from one to four years to complete. Costs related to phase 1 to 3 are largest of total 

research and development costs, accounting to almost 57 percent (EFPIA, 2013). 

 

After completion the patent owner is in a position where registration is the next step with a new drug 

application. This amount of data for these applications is massive as data for the different phases are needed 

in order to obtain an authorization for drug manufacturing and selling.  

EFPIA estimates that on average, only one to two of every 10,000 substances synthesized in laboratories will 

successfully pass all stages of development required to become a marketable medicine (EFPIA, 2013, p. 6). 

The probability of a successful market launch for a new drug that begins human testing is however estimated 

to range from 10 to 25 percent (Schacter, 2006). Not only is the success rate low, but the costs involved are 

sky high. The total cost of bringing a new chemical entity to market has been the topic of several papers 

since Hansen (1979) estimated costs related to research and development of a new drug entry to DKK 1,067 

million35. Much has changed since then, and costs related to research and development has only gone one 

                                                      
35 Mestre-Ferrandiz 2012: USD 199 million * 5,362177 (annual average exchange rate from Statistikbanken.dk) 
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way; up. Three recent papers has estimated total costs, Adams and Brantner (2010) estimates costs to DKK 

8,365 million, Paul et al (2010) estimates costs to DKK 10,011 million while Mestre-Farrandiz (2012) 

estimates costs to DKK 8,075 million. The European Federation of Pharmaceutical Industries and 

Associations (EFPIA, 2013) refers to the Mestre-Farrandiz paper, making this not only the latest but also 

validated by the industry itself. It is naturally not possible to get the correct data from the original drug 

manufacturers, so the estimates given by Mestre-Farrandiz must be seen as the most probable estimation and 

a very sure sign of a costly process.  

 

The EFPIA definition of what the drug development process includes has proven to be valid. The research is 

lengthy, with the drug being market ready 12-13 years after initial patent application. The research is costly, 

as costs are estimated to amount to a massive DKK 8,000-10,000 million. Finally the research is risky, as the 

success rate for synthesized substances are between 0.01-0.02 percent and 10-25 percent for drugs that have 

begun human testing. Research and development activities are risky indeed, especially remembering that 

costs related to failed substances is lost. These costs must also be covered by a successful drug launch, 

further increasing the level for a consolidated break even scenario. 

 

6.2 Price and price reference systems 

The easiest way to eliminate the conditions for parallel trade, as determined by Kyle (2007), is quite 

naturally to minimize price differences across country borders. Original drug manufacturers that are 

struggling with parallel trade, could for example reduce price differences between source countries and the 

countries where products are being parallel imported. But actions like these are dangerous for original drug 

manufacturers, as prices are highly correlated throughout the European Union. Not only due to price 

controllers such as mandatory government price cuts and parallel trade, but mainly because external price 

referencing is highly implemented throughout the region. External price referencing, opposite to internal, 

uses prices from other countries to set national prices (Kaiser et al., 2013). This is done by grouping a 

number of countries in a price basket, where the average price dictates what the price should be. This is the 

basic thought behind all of the external price reference systems used throughout Europe, but the individual 

national systems may vary from country to country.  
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Figure 6.2 shows countries that has Denmark in 

their price basket for their relevant external price 

reference system. First-level countries are 

marked with a dark blue colour, not including 

countries that also refer to country of origin. 

Denmark is one the most referred countries with 

15 direct referrals, not including country of 

origin (2 countries in addition). The most 

referred country is France with 19 direct referrals 

(Toumi, Rémuzat, Vataire, & Urbinati, 2014). 

The price baskets effectively results in a price 

change in Denmark influences the price in all the 

first-level countries, and the countries that uses 

country of origin in the case of Danish based 

pharmaceutical companies. Country of origin is 

defined as the country where the original marketing approval has been obtained (Toumi et al., 2014). 

Second-level countries are countries that refer to a country that refers to Denmark, meaning that a price 

change in Denmark also influences these second-level countries although the price change is smaller than 

first-level countries. Due to the rather complicated system of price baskets across the region, all countries in 

the map shown in figure 6.2 is either first-level or second-level countries to Denmark. This is an important 

observation, as any price change in Denmark is going to affect the entire European Union. 

 

Danish pharmaceutical companies therefore have two reasons to protect the price in Denmark, both 

connected to price baskets. Not only is Denmark one of the most referred to countries as a high-price 

country, but also as country of origin. This separates the scenario for non-Danish based pharmaceutical 

companies, as they have their own home country where price baskets might refer to. The development of a 

new pharmaceutical drug ready for market is risky and very costly. Therefore pharmaceutical companies are 

very observant and protective towards potential price changes. With the extensive price basket system across 

the European Union especially Danish companies are very interested in keeping prices on their home market 

as high as possible. Parallel trade challenges the monopoly of pharmaceutical companies with patents, and so 

changes their behavior. This will be the topic of the following sections, where the life cycle of a product will 

be further analyzed. 

Figure 6.2 Countries with DK in price basket 

 
Source: (Toumi et al., 2014) 
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7. Product life cycle management 

Product life cycles are a classic way of describing industrial products and services, showing how sales 

develop through the stages of development, introduction, growth, maturity and decline. The curve from the 

life cycle is mainly derived from research in the 1940s and 1950s, with the main findings being Roger’s 

psychographic customer profiles (Ellery & Hansen, 2012). The traditional life cycle can be used to describe 

sales development without major manipulating with the curve. But since life cycles have gained interest from 

pharmaceutical companies, the differences were found to be large enough to draw pharmaceutical brands its 

own curve. Pharmaceutical companies have recognized that the need for life cycle management is present, as 

the separate processes can no longer live in isolation in the current environment (Griffin & O’Grady, 2008). 

 

Figure 7.1 shows the two different life cycles, for a traditional industrial product or services and then the life 

cycle of a pharmaceutical brand. The top shows the typical life cycle, with the development phase as the first 

stage of a products life. Here the 

company invests money to develop a 

product from the initial idea. There are 

no sales in this phase, but there is in 

the next phase of introduction. In the 

growth phase the product grows with 

rapid sales growth to follow. When 

sales growth starts to flatten the 

product has reached its maturity 

phase. Finally it hits the decline phase, 

where sales decreases towards zero 

sales. The curves in the two cases are 

the same, except for the decline phase. 

It is of course important to keep in 

mind that the life cycle curve varies 

from product to product, and the 

depicted curves are averages of 

products from the two different 

categories. The differences in the five phases will be further analyzes below. 

 

Figure 7.1 Life cycles 

 
Source: (Ellery & Hansen, 2012) 
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Development, in section 6.1 it was shown that development costs approximately DKK 8,000 million and 

takes in average 12 to 13 years from initial patent application to product introduction. A traditional industrial 

product varies a lot more, but the effort being put into the development does not necessarily mirrors to sales 

results. The nature of pharmaceutical research and development has been analyzed in previous sections36. 

Introduction, unlike traditional industrial products, pharmaceutical products already at this stage knows 

when they will enter the decline phase. This is an important observation, as pharmaceutical companies will 

look to enter the growth phase as quickly as possible in order to generate interest on the investment. The 

introduction phase is dominated by innovators and to some extent early adopters (Ellery & Hansen, 2012, p. 

31). The innovators are adventurous and ready to take risks, while the early adopters are slightly less risk 

willing. It is not possible to compare these customer profiles to a pharmaceutical brand. A drug is not a new 

technology gadget, it is designed to treat a disease. It is not the end-user (patient) that makes the decision. If 

the customer profiles are to be compared, the introduction phase is dominated by prescribing physicians (for 

the primary sector) that want to become key opinion leaders in their field by adapting to the latest research.  

Growth, with this phase sales growth has by far reached the desired double-digit growth numbers. The key 

opinion leaders are being followed by the largest group of physicians, which are driving growth. The 

pharmaceutical brand has reached a high level of recognition, and focus for companies in this phase will be 

to maximize revenue as much as possible because the dreaded patent expiry date threatens in a not so far 

away future.   

Maturity, Ellery and Hansen (2012) claims that many pharmaceutical brands never experience this phase. 

This is because that the maturity phase is defined as a phase with little or none sales growth. With products 

hitting the market after 12-13 years of development, it leaves only 7-8 years before generic products are 

entering the product market. This leaves almost no room for maturity, after the introduction and growth 

phase as most products only are experiencing increasing sales numbers right up until generic entry (EFPIA, 

2014). 

Decline, the fifth and final phase of a products life cycle and also the phase that has the largest difference 

between a traditional industrial product and a pharmaceutical brand. As shown in a previous section, 

patented products are highly vulnerable to price changes due to generic entry at patent expiry37. Once the 

patent expires and generic competition enters the market, sales drops significantly due to extreme price cuts 

as generic products are much cheaper to develop. In the example with Olanzapin and Zyprexa, generic 

products took 99 percent of the market38. A clear sign that the curve in the decline phase of a pharmaceutical 

brand decreases rapidly from plateau to almost nothing. This is not case for traditional products, which most 

                                                      
36 Please see section 6.1 for further information 
37 Section 3.3 - Amount of patented drugs 
38 MedStat.dk – Sales statistics for Olanzapin and Zyprexa 
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likely will experience a slow decline. The decline itself could be caused by a saturated market, improved 

technology or changes in taste.  

 

Ellery and Hansen (2012) argues that four of the most important features of the pharmaceutical industry that 

influence life cycle management are; drugs are easy to make, patents prevent copy products, consumers do 

not pay for the drugs, governments set prices and support generics. This is to some extent the full truth, as 

patents do prevent copy products but not parallel distribution. This element is somewhat overlooked in their 

features, but will be the topic of the following. 

 

7.1 Life cycle management and parallel trade 

The need for at product life cycle strategy for pharmaceutical companies has grown increasingly more 

important over time. As mentioned in previous sections, costs to research and development and the pressure 

to keep a steady flow of pipeline products has only increased. In order to make sure pharmaceutical 

companies maximizes their profitability, they are more and more relying on life cycle management (Agrawal 

& Thakkar, 2006; Ellery & Hansen, 2012; Griffin & O’Grady, 2008; Kvesic, 2008).  

 

Kvesic (2008) lists the possible strategies within life cycle management of a pharmaceutical product, these 

are shown below with a short introduction and analysis of each:  

• Maximize brand loyalty 

• Indication expansion 

• Fixed-dose combinations 

• Invest in generics 

• Regulatory/legal strategy 

• Pricing strategies 

• Prescription-to-OTC switch 

• Divestiture 

Despite being director of Global Strategic Marketing at Bayer Healthcare based in Berlin Germany, Kvesic 

does not take parallel trade into account. This is definitely also an issue in Germany as parallel trade has a 

share of approximately 9 percent in 2008 (EFPIA, 2009). The topic of the Kvesic paper is mainly how to 

deal with an upcoming patent expiry, as this is determined to be the most critical stage of the life cycle 
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management. The same is the case with Ellery and Hansen (2012), which also focuses on how 

pharmaceutical companies must maximize the curve of the life cycle before losing exclusivity and the 

following battle with generic products. The focus is on the threat at the end and the struggle to maximize 

before then, and not how parallel trade can harm the effort to maximize the curve. 

 

With parallel trade entering the product market, the pharmaceutical company is challenged in their traditional 

way of improving the curve of the life cycle. Ellery and Hansen (2012) suggests that companies are looking 

for the following: faster market introduction, steeper growth curve, shorter time to peak sales, higher peak 

sales, longer exclusivity, slower sales decline after exclusivity loss and higher brand market share after loss 

of exclusivity. Kyle (2007) says that parallel distributors will enter the market when the price difference is 

significant, but does not take volume into account. Parallel distributors will enter the market when there is a 

significant price difference and a significant product volume being sold. This means that a pharmaceutical 

brand is vulnerable to parallel trade already from the early growth phase. This influences the life cycle 

targets set by Ellery and Hansen (2012), as they are working towards higher peak sales. Isolated the 

development of a pharmaceutical brand for the patent-owner will be influenced by parallel entry, but not 

regionally as the imported products are bought from the patent-owner in another country. The difference is of 

course the price difference that are lost for the pharmaceutical company, and won for the parallel distributor. 

This is the strategic challenge for the pharmaceutical company, the target to improve peak sales are 

influenced by parallel trade. 

 

Literature has dealt with the issue of life cycle management for pharmaceutical companies, but does not take 

parallel trade into account. As earlier sections shows parallel trade does play a challenging part in 

maximizing profitability for pharmaceutical companies during a products life cycle. The strategies that 

pharmaceutical companies can implement will be the topic of the following sections. First the need to be able 

to adapt to changes in the environment will be further analyzed and afterwards the possible strategies 

available for implementation will be the topic. 
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8. Changes in strategy 

The patent system applied to the pharmaceutical industry, creates monopoly situations where original drug 

manufacturers holds a patent for a brand new treatment (Bart, 2008). This is the case when launching a brand 

new treatment, which means a cure for a disease without proper current treatment possibilities or 

significantly improved profile and data to already existing treatments.  In situations like this pharmaceutical 

companies are applying a form of Ramsey Pricing (Tirole, 1988). However in most cases, as a monopoly 

increases incentives for competitors to enter the specific treatment market, pharmaceutical companies are 

facing monopolistic competition (Birg, 2013; EFPIA, 2014; Mystek, 2001). Pharmaceutical companies have 

established preferences for their products at physicians and patients, but if a parallel distributor enters a 

product market the only difference is price (Keller, 2008). This could lead to a market situation with pure 

competition which, as proven in an earlier section, could be costly for original drug manufacturers. The 

optimal actions, for the pharmaceutical company, lies under a patent protected monopoly as they are more 

free to set prices according to Ramsey Pricings principles of prices according to elasticity. In situations like 

this, as experienced and seen across other European countries, the restraint on prices will not be the market 

but government negotiations.  

 

In order to describe how pharmaceutical companies are forced to make changes in strategy the PESTEL is 

applied. PESTEL has been chosen due the nature of the model, as it takes the analysis through the different 

elements that are influencing the strategic approach of an organization. Other models could be chosen 

instead of the PESTEL, as for example Porters Five Forces. This model is however not chosen as it depicts 

the structure and strengths of competition of a given industry. The model is targeting competition in contrast 

to PESTEL, that enables an analysis on how 

changes in the six factors influence the 

strategic approach. The focus of the model is 

what has happened in the past, perfect for the 

need at hand as it is wanted to see how 

elements has changed and how these 

influences the organization. That is exactly 

the focus of this section, and the PESTEL 

model is therefore considered to meet the 

demand. Each element of the PESTEL will 

be analyzed in the following, with the focus 

on parallel competition as this is the focus of 

this analysis. Following this the changes in 

Figure 8.1 PESTEL 
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these elements will be analyzed in order to establish the need for proactive strategic initiatives against 

parallel distribution. Figure 8.1 shows the PESTEL with the six external macro elements that influences a 

pharmaceutical company in regards to parallel competition. 

Legal are the backbone of why parallel distribution are possible, this has been the topic of a previous section 

which examines the specifics. The most recent significant regional change is the adoption of the internal 

market, and that is without of scope of this analysis. No legal changes has been identified that would trigger 

changes in strategic approach, there has however been a range of Court rulings that influences current 

strategic initiatives39. These rulings can be considered to be a test of the given legal framework making 

parallel distribution possible in the European Union. Generally it consists of original drug manufacturers 

trying to limit the effects of parallel distribution, and the latter defending with the Treaty at hand. The change 

of price reference system in Denmark has contributed to improved market conditions for parallel 

distributions (Kaiser et al., 2013). This was however implemented before the financial crisis and any 

causality is therefore not present.   

Environmental does not influence the parallel competition for original drug manufacturers significantly and 

must be considered to be irrelevant to this analysis. No change in environmental factors has been identified. 

Technological factors plays a vital part of why parallel distribution is a strategic challenge for original drug 

manufacturers, as it was analyzed in section 7 and 7.1 dealing with the life cycle management of 

pharmaceutical products. The development has been moving towards fewer years on the market with the 

patent still active, and the need is perhaps more present than ever. This development is however not related 

to the topic of this section, as it is more a result of the increasing competition for the next blockbuster drug as 

well as increased regulations in regards to research and development. Therefore no specific relevant changes 

have been identified, a part from the fact that the development has caused original drug manufacturers to 

focus more on maximizing performance for the patented period. 

The Social element can be considered as the same as the environmental above; no significant influence are 

identified on original drug manufacturers and the competition with parallel distributors. No change in social 

factors has been identified, and there has not been a need to adapt to any changes on this front. 

Economic has, quite naturally, a high causality to the financial crisis. As mentioned in the section regarding 

the financial crisis, it all started in the USA and quickly spread to the European Union. The crisis is 

responsible for a series of dramatic changes especially in southern part of Europe, and therefore countries 

already considered to be sourcing countries in the parallel distribution chain. The financial crisis lead to 

mandatory price cuts in countries like Spain and Greece, as governments were forced to lower public 

                                                      
39 The relevant court rulings will be analyzed in the following sections. 
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spending. This increased the price spread which created even more attractive arbitrage possibilities for 

parallel distributors. In section 5.5 all four hypotheses (significant market share, new product entries, market 

leader and price performance) were supported by data findings. It is easy to argue that all four hypotheses 

have a high causality with the economic challenges that especially sourcing countries were faced with in the 

years after the financial crisis. Especially hypothesis #4 shows that data clearly suggests that there is a 

significant change in price performance in the years 2008-2013 compared to the years up to the financial 

crisis. What data also shows, is that the financial crisis did not create the conditions needed for parallel 

distributors but they certainly helped improved these. This leads to the fact that the economic factors did 

change, and therefore the strategic approach should be assessed in order to optimize the performance of the 

original drug manufacturer. 

Political factors are highly correlated to the changes in the above mentioned categories. Political opinions 

are the drive force behind legal changes, but perhaps more relevant the financial crisis has caused several 

political changes. As the crisis, with the following financial problems swept across countries throughout the 

European Union, national governments and European parliamentarians were implementing political 

initiatives to limit the damages and trying to get back on track as quickly as possible. These changes can be 

seen all over the European Union, in Denmark the national economy struggled as well as the rest. All parts of 

the economy struggled, housing market, export, production and employment. In times like these, 

governments are looking to cut public spending and this could arguably lead to a more pro-parallel 

distribution mindset. As proven in earlier sections, parallel distribution drives price performance and 

therefore health care spending. The industry naturally argues against this stand, as it could lead to lower 

national employment and production. But the effects of price performance are instant, while the changes in 

industry are on a longer perspective. In a country like Greece government were forced to implement 

mandatory price cuts, again driven by economic factors but effectuated by politicians in a move to save the 

economy.  

 

A series of factors are driving the basics of the strategic approach to parallel distribution. These consists of 

legal (the framework making parallel distribution possible), technological (intensive research and 

development and limited patent), economic (drives price differences across the European Union) and 

political (a basic struggle between lowering health care spending and protecting national production and 

employment). Up until 2007 these factors denoted a specific strategic approach, but as the financial crisis 

lead to increased parallel distribution original drug manufacturers are forced to reconsider current strategic 

initiatives and decide a strategy that limits the effects and increases performance.  
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9. Strategic initiatives against parallel trade 

After establishing the concept of parallel trade and the effects of the entry of parallel distributors, the 

changes needed in strategy and life cycle management was analyzed. Now it is time to look at the specific 

strategic initiatives, which pharmaceutical companies might decide to implement in order to limit the 

effectiveness of parallel distributors in their respective product markets. 

 

Remember the entry conditions as defined by Kyle (2007): 

���� = �|��� − �
 − ��� − �| > 040 

Looking at this might give the initial solution to limiting parallel import: 

#1: Limit the difference between pH and pL, if 0 any incentive to parallel distribute would be eliminated. 

#2: Increase cT enough to effectively remove any difference in prices, again as this would remove any 

incentive to parallel distribute. 

#3: Limit q to as close to 0 as possible. Without any volume, parallel distribution is quite naturally not 

possible. 

 

These 3 findings are in alignment with a categorization of strategic initiatives defined by Janice Haigh41. She 

suggests that the initiatives should be categorized into 3 groups; price, friction and volume. 

Price, includes initiatives that tackle the price difference aspect of parallel distribution.  

Friction, this approach aims to make products from cheaper markets less attractive to parallel distributors.  

Volume, includes strategic initiatives that handle the q in the Kyle equation. Meaning how can 

pharmaceutical companies limit the volume that are eligible for export from a lower-priced country. 

 

This categorization is accepted and used throughout the following analysis, as it corresponds perfect with the 

derived solutions from Kyle equation (2007). An 'other' category has been added in order to accommodate 2 

initiatives that are more indirectly and should be seen on the long run.  

                                                      
40 Where pH is the price of the product in the higher-price country, pL is the price of the matching product in 

the lower-price country, cT is the cost of transporting a product between the countries, q is the number of 

units the parallel importer supplies in the higher-price market, and L is the license fee. 

41 http://www.lifescienceleader.com/doc/an-introduction-to-pharmaceutical-parallel-trade-in-europe-0001 
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The list of strategic initiatives are collected from existing literature, financial statements, interviews and own 

experience. Kyle (2007) is a great contributor to this area, as her 'strategic responses to parallel trade' (2007) 

must be considered to be the most relative piece of literature on this subject. Others have included initiatives, 

but not to the same extent as Kyle. Her list of strategic initiatives consists of the following: reduced price 

differences, reduced number of matching products, reduced supply to lower-priced countries and increased 

transportation costs. All are considered highly relevant and will be analyzed in the following, however the 

specifics of these initiatives are more detailed in the following as Kyle does not include these to the desired 

level. In addition to these a range of initiatives derived from financial statements and interviews has been 

added to the list42. Furthermore several initiatives have not been included as they were either deemed not 

suitable for the Danish market or simply not possible. This for example includes a suggestion by Mystek 

(2001), who suggests that pharmaceutical companies set up their own parallel distribution company. At last 

several others have suggested initiatives that are already included in the list generated by Kyle. These are not 

included as the list of Kyle has been decided to be kept intact. Finally 2 initiatives are added based on own 

experience and studies, these are defined as long-run initiatives and has not been subject to studies so far. 

They are added in case of all other strategic initiatives are considered to be not effective or attractive by 

pharmaceutical companies. 

 

Figure 9.1 lists the strategic initiatives included in the following analysis. It consists of a total of 8 initiatives, 

grouped by the before mentioned 4 categories. There are 2 in each category, and the category sources are 

strived to be as diverse as possible in order to 

fully grasp the possibilities within each 

category. The initiatives will in the following 

be analyzed by using the method as described 

below: 

- Description 

- Impact 

- Challenges 

- Chance of implementation 

- Findings (where applicable) 

 

                                                      
42 Orifarm Group A/S and Henrik Knudsen, 2care4 

Figure 9.1 Overview of strategic initiatives 

Type Strategic initiative 

Price Reduced price differentials by originators 

Price Dual pricing 

Friction Reduced number of matching products in 

both high and low price countries 

Friction Increased transportation costs initiated by 

originators 

Volume Quotas 

Volume Direct deliveries 

Other Increased PR and Market Access efforts 

Other Take second place 

Source: (Cabral, 2014; Kyle, 2007; Mystek, 2001; Olsen, 2011; 
Orifarm, 2013) 
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9.1 Reduced price differentials by originators 

Description: perhaps the most obvious initiative against parallel import. It has been described plenty in this 

thesis already, so that will not be the topic apart from stating that without price difference there would be no 

parallel distribution. There are however two different scenarios; 1. Introducing uniform prices across the 

European Union and 2. Reducing price differences. On the topic of reducing price differences, there are two 

possibilities as prices could be increased in lower-priced countries or decreased in higher-priced countries. 

Of course pharmaceutical companies would prefer increasing prices in lower-priced countries, however there 

are often reasons that these countries are lower-priced. In the case of Greece and Spain, governments have 

introduced restraints on public health spending or even mandatory price reductions. This would effectively 

leave the only possible way of reducing price differences to decreasing prices in higher-priced countries such 

as Denmark.  

 

Impact: eliminating price differences between a exporting and importing country would effectively reduce 

parallel distribution to 0. In the case of reducing price differences, it would result in a price war in the 

higher-priced country. As mentioned in an earlier section, parallel distribution would drive prices towards a 

uniform price across the European Union. This is of course in the interest of pharmaceutical companies, as 

they would naturally prefer a price as high as possible (which also is the case for parallel distributors to be 

fair). One could argue that pharmaceutical companies would engage in a price war to eliminate parallel 

distributors in a market such as the Danish primary sector, but remember if distributors leave the market 

pharmaceutical companies would increase prices and thus inviting parallel distributors back into the game. 

Prices without parallel import, as mentioned in section 8, would be determined by Ramsey pricing and would 

arguably be considered too high. Therefore when market changes to pure competition, pharmaceutical 

companies would decrease prices in order to limit the opportunities for parallel distributors.  

 

Challenges: pharmaceutical companies are not interested in a price war as mentioned in an earlier section on 

life cycle management. Pharmaceutical companies could however decrease prices, isolated, for the Danish 

market, but that would spread to the rest of the European Union thanks to the external price reference 

systems implemented across the region. This means that if a pharmaceutical company would engage in a 

price war with a parallel distributor, the results (lower sales due to lower price) would not only be isolated to 

Denmark but the entire region. This is not a new development, as Novo Nordisk in 1998 published a press 

release stating that the price on the home market is of high importance for them43. They argue that the reason 

                                                      
43 http://www.novonordisk.com/old/press/perspective/1998august/uk/5.html 
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it is important for them is primarily to avoid the average price of their products on the regional market being 

pushed down. 

 

Chance of implementation: speaking of eliminating price differences at all by introducing uniform prices 

across the European Union the chance of implementation is as close to 0 percent as possible. It is however 

considered to be highly probable that pharmaceutical companies would decrease price differences when 

market competition goes from monopoly/monopolistic to pure competition. This is done because 

pharmaceutical companies no longer rely on Ramsey pricing. 

 

Findings: Kyle (2007) has investigated to what degree pharmaceutical companies reduce price differences. 

Her results shows a statistically significant price reduction when parallel distributors enters by 3 percent. 

These results clearly suggest that this is an initiative that is widely implemented by pharmaceutical 

companies when parallel distributors enter a product market. It also shows that pharmaceutical companies 

are not looking to effectively eliminate parallel distribution but only to limit the possibilities. 

 

9.2 Dual pricing systems 

Description: dual pricing systems are basically price discrimination where original drug manufacturers sell 

at two different prices in one country based on the wholesaler. A original drug manufacturer sells at a higher 

price to the local wholesaler, and if the wholesaler can document that they have sold a given quantity to the 

local market, without the intent of re-export, they receive the 'normal' local price (Orifarm, 2013). According 

to Orifarm (2013) this is for example seen in the Spanish market, where several original drug manufacturers 

have implemented this strategy. The strategy would be defined as third degree price discrimination, when 

price varies by customer segment. Even though the customer is the same, and the price therefore does not 

varies based on segment, the wholesaler has different customer segments; national and foreign demand. It is 

these segments that determine the price sold to wholesaler. 

 

Impact: the ultimate effect of this strategy would be a total elimination of parallel distribution throughout 

the region. This is done as supply at the lower price would be eliminated as wholesaler only would be able to 

buy at the lower price if they can document who their buyer is. If this is not possible, they would not get the 

'normal' local price and if they sell at this lower price to parallel distributors they would be losing money. If 

this strategy is implemented in one country, parallel distributors would be forced to search for possible 
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suppliers in other countries. Therefore this strategy must be implemented across all possible sourcing 

countries in order to achieve the full effect. Furthermore suppliers might not be interested in a solution as 

this, as they would be losing revenue with the lost export of pharmaceutical products. However original drug 

manufactures might decide to not supply the wholesaler at all, leaving them with no revenue at all. In a 

situation where wholesalers unite and refuse conditions like these, original drug manufacturers would be 

threatened as they would not be able to supply the market at all, with the lost revenue and reputation as costs.  

 

Challenges: a part from the above mentioned difficulties with this strategy the foundation that the European 

Union is built on is at stake; the free movement of goods across borders. Parallel distributors are quite 

naturally using this in their argumentation against dual pricing systems. Cases against for example 

GlaxoSmithKline has been before the European Court of Justice (Lang, Steen, & Llp, 2008). In 2009 a case 

were presented where GlaxoSmithKline were accused of not following Article 101 from the Treaty of the 

Functioning of the European Union44. The article dictates that agreements between companies that have the 

effect of the prevention, restriction or distortion of competition are prohibited. The Court rejected the 

arguments of GlaxoSmithKline that the agreement was not restrictive, as the object was clearly to restrict 

competition by discouraging exports  (Lang et al., 2008, p. 1). However the Court also rejected the 

arguments of the Commission, the counterpart, that the agreement could not fulfill the requirements of 

Article 101. These states that if the agreement contributes to promoting technical or economical progress the 

before mentioned limitations are inapplicable. The argument for this is that higher profits in higher priced 

countries provide funds for research and development. Despite having cases such as this presented for the 

European Court of Justice, parallel distributors are still claiming that dual pricing systems are violating the 

competition provisions set out in the treaty (Orifarm, 2013). 

 

Chance of implementation: as Orifarm writes in their annual report this is already implemented in countries 

such as Spain (Orifarm, 2013). And with the case from the European Court of Justice with GlaxoSmithKline 

as evidence it has been implemented for years by now. Therefore the chance of implementation is considered 

to be high, as it is in practice and it has the approval of the European Court of Justice. The before mentioned 

challenges with this strategy are however speaking against the implementation, but it must however be 

considered to be a very efficient strategy against parallel distribution. 

 

                                                      
44 http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:12008E101 
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9.3 Increased transportation costs initiated by originators 

Description: from Kyle (2007) we learned that transportation costs are a part of the entry conditions of 

parallel distributors. Therefore a strategy to eliminate parallel distributors would be to increase transportation 

costs, and in this case the increased costs should be initiated by original drug manufacturers. Cabral (2014) 

says that market frictions, transportation costs, are a part of why the seller is allowed to create additional 

surplus and to capture existing surplus from the consumer. The ways of increasing transportation costs are 

several. First of all original drug manufacturers are introducing drugs under different brand names across the 

European Union. By doing this parallel distributors are unable to compete on only price, as the brand are 

different and they would be forced to invest in brand awareness activities which would remove any possible 

surplus. Secondly original drug manufactures could spread batch numbers across several countries. Parallel 

distributors preferably procure large quantities of the same batch, as they have to relabel based on the batch 

number. Meaning that the marginal transportation costs (relabeling) are significantly higher for 10 different 

batch numbers compared to the same quantity with only one batch number.  

 

Impact: of the two above-mentioned initiatives the first is by far the most effective. Parallel distributors 

exists as they only compete on price, and without the right brand name in the higher priced country it would 

increase required investments in order to obtain the necessary sale. Therefore this initiative is considered to 

be very efficient. The second, with spread batches across countries, is also considered to be efficient - 

however not to the same extent as the first. This is purely to increase transportation costs which decrease the 

possible obtainable margin for the parallel distributor. This initiative is considered by parallel distributors as 

very efficient, as it not only increases relabeling costs but also requires several sources of supply45. 

 

Challenges: the negatives about creating different brand names across the European Countries are obvious. 

All possible synergies are lost as companies are forced to work with two different brand names in any 

marketing activity. The concept is of course the same, but every single piece of communication must be 

made twice. This is of course increasing costs for original drug manufactures, so it might limit parallel 

distribution but also increases costs for the original drug manufacturer. 

The difficulties of implementing the second scenario of this strategic initiative are highly related to supply 

chain management. Most multinational pharmaceutical companies use a European hub for distribution of 

products across the region. All national companies are forecasting demand, and the total for the region is the 

required production to be delivered. The perhaps greatest challenge for the original drug manufacturers are 

                                                      
45 Henrik Knudsen, 2care4 
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correct labeling. As previously mentioned the leaflet must be in the local language, making different batches 

with different languages difficult. 

 

Chance of implementation: both scenarios are considered to be implementable by original drug 

manufacturers as they both limit the margin in the entry condition defined by Kyle (2007). While the 

different brand names increases costs for the original drug manufacturers it effectively decreases parallel 

distribution. The spread of batch numbers across countries are considered to be possible with the current 

supply chain management systems, however costs are increased caused by language differences and the 

effect is not as effective as the before mentioned as it 'only' increases transportation costs to relabeling. 

 

Findings: Kyle presents findings that suggest that original drug manufacturers are implementing this strategy 

in the competition against parallel distribution. She finds results that are consistent with an adjustment of 

offerings to reduce the potential for parallel trade (Kyle, 2007, p. 20). Companies are actively using this 

strategy in order to compete with parallel distributors, and is done in a cleverly manner. There is similarity of 

product between destination countries (high-price countries), while likely source countries are offered 

different versions. By doing so original drug manufacturers are limiting the opportunities and possible supply 

sources. 

 

9.4 Quotas 

Description: another way of eliminating profit margin from the entry condition defined by Kyle (2007) is to 

eliminate any possible quantity for distribution. Original drug manufacturers are supplying national demand 

multiple times. In a supplying country such as Greece, the national demand was subject to quite an attention 

in world-wide media, as the government decided to ban parallel exports46. This was done as government 

officials were afraid that the domestic demand could not be met, as the decrease in prices following the 

financial analysis lead to increased parallel distribution47. Included in the list were Novo Nordisk with four 

products (Levemir, Vagifem and two versions of Novorapid), which due to this emergency situation no 

longer were available for parallel distribution. As an original drug manufacturer this is an interesting 

situation, but not possible in the long term due to the founding treaty of the European Union. It has however 

                                                      
46 http://www.pharmatimes.com/Article/13-01-31/Greece_temporary_ban_on_parallel_exports.aspx 
47 As proven in earlier sections. 
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driven the arguments of original drug manufacturers that quotas are a legal strategic initiative against parallel 

distribution. The quota is set to the domestic demand plus a margin for fluctuations over time. 

 

Impact: if implemented the effect are significant as there would be no supply of low priced products for 

parallel distributors. The quota would involve a margin which would leave a limited quantity for parallel 

distribution, but with fluctuations no distributor could rely on a country with quotas as a steady source of 

supply. 

 

Challenges: as with the case of dual pricing systems GlaxoSmithKline were represented in a Court ruling, in 

this case related to article 102 from the Treaty of the Functioning of the European Union. It was said that the 

agreement which included limiting quantities sold were contrary to article 102 (Lang et al., 2008). The 

articles states that any abuse of a dominant position within the internal market are prohibited48. In this case 

the company refused to meet ordinary orders from wholesalers, as they were deemed by the company only 

for parallel distribution. The result was that a company must be allowed to take measures to protect its 

commercial interest, including refusing to supply quantities that are out of the ordinary (ordinary in 

relevance to the size of domestic demand). Parallel distributors are however considering quota systems to be 

a breach of the European Union Treaty because it restricts competition on the internal market (Orifarm, 

2013). 

 

Chance of implementation: the case against GlaxoSmithKline and the commentary by parallel distributors 

clearly states that this strategic initiative against parallel distribution is already implemented throughout the 

European Union. As is effectively limits supply of lower priced products it must be considered until perhaps 

a Court rules it to be illegal according to European legislation. 

 

9.5 Direct deliveries 

Description: direct deliveries happen when original drug manufacturers supply directly to pharmacies and 

hospitals. This could be done in several ways, all of which would be categorized as vertical integration by 

the pharmaceutical company into the supply chain (Vitale, 2014). There might be different ways of 

integrating the supply chain vertically, but the goal is the same; controlling the supply at the local market. 

This could be done by either establishing or acquiring local wholesalers and distribute their products through 

this channel. Wholesalers supply pharmacies and hospitals, and original drug manufacturers could by doing 

                                                      
48 http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:12008E102 
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so limit export of their products (Kyle, 2009). These strategic initiatives are at a level with the least 

dependency from wholesalers, as pharmaceutical companies control the supply chain. This strategy might be 

risky, as distribution and wholesale is not at the core of company competences. This could lead to large 

investments in a market that has experienced heavy consolidations, as United Kingdom experienced 67 

percent fewer wholesalers in the period of 1979-2005 while Germany saw 59 percent fewer and Italy had 49 

percent fewer (Behner & Bünte, 2007). This indicates increased competition, and the market also 

experiences integrations across the supply chain. Wholesalers are vertically integrating by acquiring 

pharmacies, leading to a greater extent of control over the supply chain of pharmaceutical products. This 

development of course fronts more challenges for pharmaceutical companies, as traditional market activities 

towards pharmacies are useless as they are integrated with the wholesaler. A part from the threat of parallel 

distribution this gives another incitement to vertically integrate. A part from taking over the wholesaler by 

acquiring or establishing, original drug manufacturers might opt to establish agreements with wholesalers or 

direct-to-pharmacies supply lines (Behner & Bünte, 2007). This is also confirmed by Orifarm (2013) as a 

way that original drug manufacturers are using in order to prevent parallel distributers access to supplies in 

low-priced countries. Importantly the above mentioned strategic initiatives is only relevant for original drug 

manufacturers in low price countries, as there is not a need to vertically control the supply chain in countries 

that are not parallel exporting. 

 

Impact: by controlling the wholesale level original drug manufacturers would be in a position to effectively 

eliminate parallel export from the relevant source countries. As noted in the above section, only countries 

with significant parallel export would be of interest. Therefore parallel distribution would be able to obtain 

products from other markets, without the same interesting characteristics of the Spain and Greece (profit 

margin and exportable volume). But with effective initiatives in these two countries, supply of could 

effectively be limited for parallel distributors. 

 

Challenges: as Behner & Bünte (2007) points out pharmaceutical companies are not put into the world to 

distribute pharmaceutical products. They have their core competences at developing new products and 

selling these. As mentioned earlier the wholesale market has experienced significant consolidation, which 

indicates severe competition and entry barriers that should not be neglected. Behner & Bünte also mentions 

that wholesalers and pharmacies are integrating, which could lead to more challenges for the original drug 

manufacturers. Pharmacies could limit supply to wholesaler from the same organization, forcing 

pharmaceutical companies to supply these in order to obtain proper health and prestige in the country. The 

vertical control of the supply chain is only relevant for countries with significant parallel export (most 

possibly Spain and Greece). In a consolidated market, companies battles through synergies and with only 
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two markets these would be lower than competitors. This could lead to the assumption that the wholesale 

business for an original drug manufacturer would operate at lower profit margins than competitors, these 

should of course be seen in the light of decreased effect of parallel distribution in higher priced countries. 

Furthermore as Orifarm (2013) argues, initiatives such as this might infringe on statutory and regulatory laws 

in regards to the free movement of goods across borders in the European Union. Moreover different 

legislation applies to different countries across the European Union, in regards to how vertical integration is 

allowed between wholesaler and pharmacies. 

A less complicated model is the use of agency agreements, where original drug manufacturers secure direct 

supply to pharmacies by obtaining partnerships with a single (or more) wholesaler. The consequences of a 

strategy approach like this, is none or limited impact on product flow, no access to pharmacies and increased 

handling complexity (Behner & Bünte, 2007, p. 6). 

 

Chance of implementation: vertical integration of the supply chain is seen throughout the market in 

different variations. Especially the development of the direct-to-pharmacies approach is interesting, in some 

countries the share is more than 20 percent (Kanavos, Schurer, & Vogler, 2011). Even though examples are 

found on pharmaceutical companies actually acquiring or establishing wholesale companies, the preferred 

way of vertically integration is by far the agency model which enables direct-to-pharmacies supply. In 2010 

the following pharmaceutical companies had established agency partnerships in the UK market; ALK-

Abelló, Astellas, AstraZeneca, GlaxoSmithKline, Eli Lilly, MSD, Novartis, Pfizer and Roche (Kanavos, 

Schurer, et al., 2011, p. 33). This is clearly supporting the fact that this strategic approach is widely adopted. 

Novo Nordisk (among several others) was using a reduced wholesaler agreement, which means that they use 

a very small number of wholesalers in the traditional manner to distribute products49. So vertical integration 

is widely used in terms of agency models in order to obtain a greater extent of control of the distribution 

along the value chain. 

 

9.6 Increased PR and Market Access activities 

Description: Olsen (2011) states that Danish consumers have gotten relatively used to parallel distributed 

drugs. There are no significant psychological barriers towards parallel distributed drugs, which of course 

contribute to attractive market conditions for parallel distributors. In addition to this Danish regulators has a 

"relaxed view on property rights and a pragmatic approach on patient safety issues allow parallel traders 

unrestricted access to the Danish drug market" (Poget, 2008, p. 28). Both relates to the perception of parallel 

                                                      
49 Between 1 to 3 wholesalers. 
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distributed products by patients and regulators. A strategic initiative for original drug manufacturers could be 

to effect this perception, which of course is an initiative for the long run as you do not change these 

mechanisms from day to day. This is done by increased public relations and market access activities. The 

arguments vary according to the target audience, as does the way of communicating. For public relations the 

Danish Federation of the Pharmaceutical Industry (LIF) are the instrument to voice concerns, analysis and 

reactions to market development. The Market Access activities must ensure that all appropriate patients who 

would benefit from treatment are getting rapid and maintained access to the relevant brand with the right 

price at the end.  

Patients have a clear understanding of the arguments presented by parallel distributers; parallel distribution 

saves society millions each and every year50. The argument is clearly accepted and understood, while the 

counterargument of lost revenue leading to fewer research and development activities which in turn results in 

lost jobs is not as clear. This argument is more valid and relevant to decision makers, where a contributor 

like Novo Nordisk packs a punch. However the argument from the parallel distributors has not changed; they 

are saving millions on health care spending. A look through the press releases from LIF are clearly showing 

the arguments against parallel trade in Denmark: 

- Contribution to the Danish society by the pharmaceutical industry in terms of employment, production and 

export51 

- Research and development are necessary in order to secure new treatments for the future52 

- Parallel traded products are putting patients health aside53 

The counterarguments are just as clear: 

- Parallel trade saved public health care spending for almost DKK 400 million54 

- Parallel traded products does not carry a greater risk than any other product55 

 

Impact: the effect of increased PR and market access activities should be measured in the long run. The 

effect of targeting the public perception of parallel trade is that patients would turn down those products 

when buying the prescribed drug at the pharmacy. The optimal scenario, for the original drug manufacturer, 

would be that the patient has enough doubt to a foreign package that they are willing to pay the higher price 

                                                      
50 http://pfldk.dk/parallelimporteret-medicin-sparede-samfundet-for-over-395-millioner-i-2011/ 
51 http://www.lif.dk/Presseognyheder/Sider/ShowArticle.aspx?ArticleID=8299fe93-76a0-433d-9ba9-
514efc5c33a3&Loc=Root#.VCHG2hZATsk 
52 http://www.lif.dk/Presseognyheder/Sider/ShowArticle.aspx?ArticleID=a60497a9-8bd9-4881-b1fd-
feb2e19993fd&Loc=Root#.VCHGyRZATsk 
53 http://www.lif.dk/Presseognyheder/Sider/ShowArticle.aspx?ArticleID=c510822e-4da7-468f-a004-
e6f47f922123&Loc=Root#.VCHGxRZATsk 
54 http://pfldk.dk/parallelimporteret-medicin-sparede-samfundet-for-over-395-millioner-i-2011/ 
55 http://pfldk.dk/kommentar-til-forsidehenvisning-og-opslag-i-berlingske-tidende-den-29-maj-2014-under-
overskriften-dansk-selskab-har-solgt-mafiaens-falske-kraeftmedicin/ 
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for the local product. This is of course the desired situation, but any development towards this would result 

in lower share of parallel traded products. The effects of an increased market activity are that the perception 

of regulators is changed towards protecting the national pharmaceutical industry. 

 

Challenges: the ultimate challenge to this initiative is the scope. The above mentioned initiative offer a 

much quicker return, as for example a move towards more uniform prices would from day 1 influence 

parallel distribution. PR and market access is about changing perceptions, and that takes time. Furthermore 

the main argument of parallel distributors is also the reason why they exist, the drive down prices and cuts 

millions of public health care spending. Again it is a matter of perspective, the saving is immediate it is here 

and now, while the effects of decreasing revenue for original drug manufacturers are seen over a longer 

period of time. 

 

Chance of implementation: the above mentioned activities are already implemented throughout the 

industry and are used in order to try and change perceptions of parallel distribution. Novo Nordisk, 

Lundbeck and Leo Pharma are all members of LIF and are represented on the board. There is no doubt that 

Market Access and PR are already vital elements of the strategic approach, and it is arguably not possible to 

increase further with the hope of linear return on input.  

 

Findings: as mentioned in an earlier section Denmark changed from an external to an internal price 

reference system56. In their paper (Kaiser et al., 2013) shows that this decision had a significant impact on 

the market. The consumer expenditures decreased by 17 percent on average, mainly driven by a decrease for 

branded drugs of 35 percent. Furthermore parallel distributors experienced an increase of 14 percent in 

revenue as a result of the implementation of the new price reference system. Branded drugs experienced a 

decrease of almost 29 percent, and the findings clearly indicate that the implementation of this system had a 

significant effect on performance for pharmaceutical companies. The change was made by Danish regulators, 

and shows the effect and the desire to invest in Market Access activities. 

 

9.7 Take second place 

Description: the final initiative from the list of possible strategic initiatives against parallel distribution is to 

limit the presence by the above mentioned initiatives, and then settle with second place with the positive 

                                                      
56 Section 4.2. 
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effects that follows this approach. The idea is build on the assumption that parallel distributors are not able to 

supply the full product market, if that is the case this approach is not recommended at all. It is also build on 

the assumption that original drug manufacturers are not interesting in waging a price war with parallel 

distributors. It is at the heart of price strategies, and the basic idea is to cash in when parallel distributors are 

unable to meet market demand. Remember the two week tender market which means that the submitted 

prices are valid for two weeks. Parallel distributors would in most cases have the lowest price, or else they 

would be doing a bad job, and are unable to meet market demand. Then the company with second lowest 

price is used, and here instead of using a price strategy that competes with parallel distributors they would 

claim a significantly higher price. It would effectively mean that when parallel distributors are in stock they 

are able to supply the market at the lower price, but when they are out of stock the original drug 

manufacturer cash in on a significantly higher price. 

 

Impact: the impact would be quite significant, as this strategy would increase average selling price. Isolated 

from all other following effects, this would leave to increased revenue for the original drug manufacturer. 

 

Challenges: there are several challenges to this strategy. First and foremost, parallel distributors are not 

stupid. What they do best is competing on price, and if the original drug manufacturer raises prices in order 

to follow this approach, the parallel distributor would simply raise accordingly. Furthermore increasing profit 

margins would only attract more parallel distributor, so the product market could go from one to several as a 

result of this. This would drive up the share of parallel distributors, which would perhaps eventually lead to a 

product market leader position for parallel distributors.  

This would however increase the average price, which would do good things for the complex reference price 

system across the European Union. 

Secondly there would be a loss of reputation. The products are being put on the market in order to treat 

people with health problems, and any speculation like this would most likely increase media attention with a 

damaged reputation as a result. 

Finally increasing the average selling price not only benefits the original drug manufacturer, but also the 

parallel distributor. And the last thing they want is a more financially powerful competitor, as this would 

result in additional funds for increasing their sphere and influence. 

 

Chance of implementation: even though the above challenges are quite significant it must be fair to assume 

that original drug manufacturer to a certain extent a applying an initiative such as described. Parallel 
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distributors are surviving on being the best at one thing; price. As mentioned several places before, original 

drug manufacturers have no intention in waging a national price war. Therefore it could be argued that 

original drug manufacturers are lowering prices to a satisfying level in order to limit the effects of parallel 

distributors. When this level has been reached they assume the second position, where they meet the demand 

when parallel distributors cannot. So this final approach is the residual of all other strategic initiatives 

presented above. 

 

 

9.8 The case of Vagifem and the strategic approach to parallel distribution 

In the above the toolbox of strategic initiatives for an original drug manufacturer were presented. If a 

manufacturer wants to limit the effects of parallel distribution, they will analyze the situation and choose the 

best approach. In the following, the case of Novo Nordisk and Vagifem, which were also used in earlier 

sections, will be analyzed. As stated Vagifem is being parallel distributed to Denmark, with parallel 

distributor having 28 percent of the product market. In 2013 Vagifem had total revenue of DKK 102 million, 

the highest yearly revenue recorded, and parallel distributors were accountable for almost DKK 23 million. 

 

In the following the situation of the parallel distribution will be briefly analyzed, and the use of the above 

mentioned strategic initiatives will be identified. Where possible the changes in strategic approach will be 

analyzed, as earlier mentioned the financial crisis leads to a different approach as factors that influences the 

organization has changed. 
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Reduced price differentials by originators 

Figure 9.2 shows the price of Vagifem in the Danish primary sector in the period 1998-2014, where the blue 

line represents the price of Novo Nordisk and the orange represents parallel import. All sold packages and 

strengths are converted to the same measureable unit, so prices are comparable across the entire product 

market. Parallel distributors have been present in the market throughout the period. Below this, is an 

overview of who holds the lowest price during the two week period, same colors as before with the addition 

of green representing the same price 

across the market. The overview 

should be understood as follows; a 

blue box represent a time period where 

Novo Nordisk has the lowest price and 

etc. The characteristics of the figures 

are quite significant. The price of Novo 

Nordisk stays at the same level for 

longer periods of time up until the 

beginning of 2010, while the price of 

parallel distributed goods are 

fluctuating to a higher degree. In the 

same period (1998-2010) either Novo 

Nordisk or parallel distributors hold 

the lowest price in the primary sector 

for a longer period of time. All this 

changes from 2010 and forward. The 

price of Novo Nordisk suddenly 

fluctuates and forces prices down, and 

as the overview shows Novo Nordisk 

and parallel distributors changes who 

has the lowest price almost from a two week period at a time. This strongly suggests that Novo Nordisk has 

applied a greater effort in reducing price differentials on Danish market in order to compete with parallel 

distributors. The trend is clearly shown after the financial crisis and the following years. In 2010 Greece 

implemented a series of mandatory price cuts, Novo Nordisk initially stated they would not supply the 

country, but afterwards settled at a price cut (Novo, 2010). The initial mandatory price cut were set at 27 

percent but Novo Nordisk finally agreed to a temporary 10 percent price cut and resumed supplying the 

Figure 9.2 1998-2014 Vagifem prices and lowest price overview 

 
Source: Medicinpriser.dk 
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country57. This drove profit margins up, and parallel distributors were rushing to purchase in Greece and 

selling in higher-priced countries like Denmark. As a result Novo Nordisk were at a point supplying more 

than seven times the domestic demand on some products, and as it was a general trend in Greece, the country 

began facing shortages for patients. Greece introduced a temporary ban on parallel exports for a range of 34 

vital products (including Vagifem), against all the basics of the internal market. Government officials called 

it an emergency situation58. In 2013 Greece introduced additional price reductions of another 7 % in an 

attempt to further cut down health care spending, but again stimulating parallel distribution. It is fair to 

assume that Novo Nordisk has increased the focus on reducing price differential for Vagifem, in Denmark by 

intensifying price competition as figure 9.2 shows and in sourcing countries like Greece by stopping supplies 

as a result of severe mandatory price cuts. 

 

Dual pricing 

There is no documentation for Novo Nordisk having implemented this initiative in order to limit the effects 

of parallel distribution. It is known that several original drug manufacturers are using this approach, but no 

link to Novo Nordisk has been found. 

 

Reduced number of matching products in both high and low price countries 

As appendix 2 shows Vagifem is a brand in Greece as in Denmark, so Novo Nordisk has not been 

implementing different brand names in order to limit parallel distributions. They might however have taken a 

different approach. Available data goes back to 1998 and from this starting point and to the year of 2010 they 

sold only one package of Vagifem; 15 tablets of 25 mcg. Remember from above 2010 was the year of price 

cuts in Greece and when Novo Nordisk started competing on price in the Danish primary sector. In 2010 

they introduced a new package containing 18 tables of 10 mcg, which is today the package sold by Novo 

Nordisk in Denmark. Where it gets interesting is that in Greece the package sold is the 'old' 15 tables of 25 

mcg. They might be a medical reason to the different packages, however it seems more likely that the reason 

is a strategic initiative. If not, Novo Nordisk would have changed the packages in both countries. By having 

different packages, it allows original drug manufacturers to target marketing activities towards the different 

packages in the relevant countries. Meaning that in Denmark Novo Nordisk would be focusing on promoting 

this specific package as prescriptions would then, if everything goes according to plan, dictate the 'Danish' 

package. This is a strategic initiative to differentiate two identical products, and to limit the effects of parallel 
                                                      
57 http://www.pharmatimes.com/Article/10-06-
15/Novo_agrees_to_temporary_Greek_price_cut_and_resumes_supplies.aspx 
58 http://www.pharmatimes.com/Article/13-01-31/Greece_temporary_ban_on_parallel_exports.aspx 
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distribution in Denmark. It must be fair to assume that Novo Nordisk has used the reduced number of 

matching products initiative, and since the timeline corresponds with the crisis and the following events, it 

can also be assumed that they have chosen this approach as a result of the financial crisis and the improved 

conditions for parallel distributors. 

 

Increased transportation costs initiated by originators 

There has not been identified any documentation regarding this approach, however it must be considered fair 

to assume that all original drug manufacturers are trying to increase transportation costs for parallel 

distributors. Apart from the different package sizes mentioned just above, original drug manufacturers are 

trying to use their comprehensive logistic systems to for example spread batches across different countries. 

Therefore this approach must be considered to be probable. 

 

Quotas 

Orifarm (2013) states that a number of original drug manufacturers are implementing such activities, there 

has however not been identified any known quota systems for Vagifem. 

 

Direct deliveries 

As mentioned in an earlier section, Novo Nordisk is using agents in countries like UK. There has however 

not been identified any links to which the approach has been taken in sourcing countries. 

 

Increased PR and Market Access efforts 

As the parallel distribution has increased price performance, original drug manufacturers are trying to defend 

their market shares. This is partly done by an increased focus to PR and Market Access activities. This is not 

done at a product level, it is partly applied at company level, but to a greater extent to LIF and EFPIA 59. 

 

 

                                                      
59 LIF = Lægemiddelindustriforeningen & EFPIA = European Federation of Pharmaceutical Industries and Associations 



Page | 70 
 

Take second place 

Following the figure 9.2, it must be considered that this strategic initiative was somewhat the approach for 

Novo Nordisk and Vagifem. In the period between 1998 and 2010 parallel distributors were selling at the 

lowest price, the only time Novo Nordisk had the lowest price were when parallel distributors were unable to 

supply the market. From 2010 and onwards Novo Nordisk proactively competes with parallel distributors on 

price. This is a significant change in strategy from an approach that includes taking second place and let 

parallel distributors take a minimum share, and therefore keeping a higher price on the home market for all 

the benefits of price referencing. From 2010 Novo Nordisk chose to divert from this strategy and to actively 

compete on price as profit margins lead to increasing parallel distribution. 
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9.9 Part conclusion of strategic initiatives and the Vagifem case 

Original drug manufactures have a series of tools at hand if they identify a significant threat of parallel 

distribution. They tackle different elements of the entry condition by Kyle (2007), and where some can be 

done at product level, others are at corporate level. The individual scenario must be evaluated before any 

initiatives are implemented. Novo Nordisk with the product of Vagifem has experienced a significant 

increase in parallel traded products, which has resulted changes in the strategic approach as analyzed in the 

sections above. The results of these are presented in the overview below. 

 

 

  

Figure 9.3 Strategic initiatives of Vagifem 

Strategic initiative Implemented Changes 

Reduced price differentials by originators Yes Intensified national price 

competition as well as stopping 

supplies to price cutting 

countries like Greece 

Dual pricing Unknown No documentation of dual 

pricing systems in place for 

Vagifem 

Reduced number of matching products in 

both high and low price countries 

Most likely Implemented in 2010 after the 

financial crisis and mandatory 

price cuts in Greece 

Increased transportation costs initiated by 

originators 

Probable Based on market insights all 

original drug manufacturers are 

trying to increase transportation 

costs in one way or another 

Quotas Unknown Some original drug 

manufacturers are implementing 

such initiatives 

Direct deliveries Unknown The exact way of distributing is 

unknown 

Increased PR and Market Access efforts Probable Considered to be a important 

way of defending market shares 

Take second place No From 1998 to 2010 it was the 

approach, however as the crisis 

caused significant increases in 

profit margins they decided to 

take a more proactive approach. 
Source: The sections above 



Page | 72 
 

10. Conclusion 

Parallel trade occurs when a trader is taking advantage of a price difference between two markets, where the 

product is bought in a lower-priced source country and sold to a higher-priced country like Denmark. Since 

the first approval Denmark has claimed the title as the country with the highest share of parallel distributed 

products in the European Union. In 2005 Denmark introduced an internal price reference system, converting 

from the external in an attempt to increases national price competition. Combined with a system where prices 

are adjusted every two weeks creates excellent conditions for price competition. This is what parallel 

distributors do best, as the only thing separating parallel imported products from the original national 

distributed is price. 

 

The financial crisis shook the world, and throughout the European Union countries experienced rough times. 

Traditional source countries like Spain and Greece, which has the desired combination of low price and 

sufficient national demand, experienced negative growth rates. Governments were forced to cut in public 

spending, which included several implementations of policies targeting health care. Driven by these 

mandatory price cuts, already existing price differences were increased. As parallel distributors are looking 

to take advantage of arbitrage opportunities, this improved conditions for parallel trade. In the Danish 

primary sector performance caused by parallel distributors increased significantly after the financial crisis. In 

the period between 2002 to 2007 total performance were DKK 0.5 billion, compared to the performance in 

the years following the financial crisis between 2008 to 2013 of DKK 1.6 billion. Furthermore other 

indicators increased significantly following the financial crisis. Share of product categories where parallel 

distributors held a market share of 5 percent of more increased from 22 percent to 37 percent. Parallel 

distributors gained access to a larger pool of pharmaceutical products, as new product category entries by 

parallel distributors were all higher in the years following the financial crisis compared to the years before. 

Finally parallel distributors increased their share of product categories as market leaders significantly to 

more than 15 percent in 2013 compared to less than 10 percent in 2007. 

 

Literature on the subject of life cycle management and pharmaceutical products focus on the threat at the end 

of the patented period. The price of Olanzapin dropped 94 percent as a result of generic entry, effectively 

eliminating any competition from the original drug manufacturer and parallel distributors. This fact redraws 

the curve of the life cycle for a pharmaceutical product to a steep drop towards zero in the decline phase. 

Therefore the performance within the growth and maturity phase is increasingly important. But parallel 

distribution challenges the optimal approach for an original drug manufacturer, as it forces a different 

strategy especially in terms of determining the price. Therefore original drug manufacturers are looking for 
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tools to tackle the challenge presented by parallel distributors. These initiatives fits into four categories; 

price, friction, volume and other. Price tackles the differences in price across countries, with reduced price 

differentials and dual pricing as the specific initiatives. Friction aims at making products from cheaper 

markets less attractive to parallel distributors, this is done by reducing number of matching products or 

increased transportation costs. Volume related initiatives tries to limit the quantity that are eligible for 

parallel export in sourcing countries, with quotas and direct deliveries as the strategic initiatives within this 

category. Finally other covers initiatives involving increased PR and market access effort or taking second 

place. The case of Novo Nordisk and Vagifem showed that original drug manufacturers are indeed 

implementing these strategic initiatives following the financial crisis. Especially the price differentials were 

challenged, as Novo Nordisk introduced volatile prices in the Danish primary sector. Furthermore they 

discontinued supplies to Greece as a response to high mandatory price cuts. Finally findings showed that 

Novo Nordisk implemented different product packages across high- and low-priced markets. 

 

The financial crisis did change market conditions for parallel trade in the European Union, which lead to 

increasing parallel import to Denmark. These changes in the surrounding elements forces original drug 

manufacturers to reevaluate their strategic approach. With the list of strategic initiatives original drug 

manufacturers have the tools at hand to compete with parallel distributors, in an attempt to limit the effects of 

the improved conditions following the financial crisis. 

 

10.1 In perspective 

As mentioned in the personal motivation, the thesis should purely be a study of how the financial crisis 

changed the conditions for parallel trade and how original drug manufacturers are reacting to these. This has 

been a challenge, as most literature on this subject is trying to argue for or against parallel distribution and 

the related effects. Furthermore as the point of view has been from the original drug manufacturer and their 

struggle to limit parallel distribution, it might seem that the sympathy is placed at this side. This is however 

not the case, but should be seen purely as a result of the approach of the thesis. It has never been the 

objective to voice any arguments for or against parallel distribution, but instead draw attention to the 

interesting strategic challenges it creates for original drug manufacturers. Literature has focused on the threat 

of generic competition, but only to a limited extent the strategic challenge caused by parallel distributors. 

 



Page | 74 
 

In relevance to this, suggestions to future research involve ideas to further cover the strategic challenges 

caused by parallel distribution. Further research in the effects of the strategic initiatives is interesting as a 

supplement to the findings by Kyle (2007) and the above thesis. 

Furthermore a qualified estimation on the consolidated impact of parallel trade would be interesting, as the 

scope of the thesis has been the effects for Danish affiliates. As parallel distribution is a regional 

phenomenon, it should perhaps be treated in this way in regards to the effect. 

 

Finally it is worth noticing, as the industry on both sides are very limited in their communication, that 

without the market data, provided by Statens Serum Institut, any analysis as those conducted in this thesis 

would be difficult, if not impossible. A dataset that included a shorter period compared to the provided 

yearly data, would result in a more in-depth analysis of the applied strategic initiatives by original drug 

manufacturers. 
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Appendix 1 

Full list of sample size for empirical analysis: 

ATC Code 

 

Product 

A10AD05 

 

NovoMix 

A10AC01 

 

Insulatard 

A10AD01 

 

Mixtard 

A10AB01 

 

Actrapid 

A10AB05 

 

Novorapid 

A10BX02 

 

NovoNorm 

G03FB05 

 

Velosulin 

G03FA01 

 

Novofem 

G03CA03 

 

Activelle 

C07AA05 

 

Kliogest 

A10AE05 

 

Monotard 

H01AC01 

 

Vagifem 

V03AB14 

 

Frekven 

J06BA02 

 

Levemir 

A10BX07 

 

Norditropin 

B01AB10 

 

Protaminsulfat 

N04BB01 

 

Nordimmun 

J06BA01 

 

Victoza 

J01CE02 

 

Logiparin 

H04AA01 

 

Virofral 

A10AE06 

 

Insulatard-x 

B01AB01 

 

Fenoxcillin 

B02BD08 

 

Estrofem 

M01AX01 

 

GlucaGen 

A10AD06 

 

Tresiba 

N05CF02 

 

Noparin 

G03XA02 

 

Novoseven 

J01FA06 

 

Consolan 

J01CA04 

 

Ryzodeg 

  

Sovigen 

  

Nemestran 

  

Forilin 

  

Trisekvens 

  

Draximox 
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Appendix 2 

Price list published by the Greek Ministry of Health at http://moh.gov.gr 

 

  

Στήλη1 BARCODE Ονοµασία Μορφή Περιεκτικότητα ATC ∆ραστική(ές) ουσία(ες) N3816 Αρν. 
λίστα

ΜΗ. ΣΥ. 
ΦΑ.

ex 
Factory

Χονδρική Λιανική Κ.Α.Κ

2609702 01 2802609702013 ACTRAPID - 100 IU/ML 100IU/ML INJ.SOL 1ΓΥΑΛ.ΦΙΑΛ.Χ10ML A10AB01 INSULIN HUMAN BIOSYNTHETIC 8,33 8,74 12,32 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2609703 02 2802609703027 ACTRAPID PENFILL 100 IU/ML 100 IU/ML INJ.SOL 5ΓΥΑΛ.ΦΙΑΛ.Χ3ML A10AB01 INSULIN HUMAN BIOSYNTHETIC 18,62 19,53 27,54 NOVO NORDISK A/S, BAGSVAERD, DENMARK

1985401 01 2801985401015
GLUCAGEN 1MG(1IU)/VIAL PS.INJ.SOL BTx1VIAL+1SYR.x1 ML SOLV (επείγουσα 
συσ/σια-χορηγείται µόνο υποδορίως & ενδοµυϊκώς) H04AA01 GLUCAGON (RECOMBINANT) HYDROCHLORIDE 12,03 12,62 17,8 NOVO NORDISK HELLAS LTD

2696502 02 2802696502022 LEVEMIR 100 U/ml FLEXPEN IN.SO.PF.P 5 PF.PEN X 3 ML A10AE05 INSULIN DETEMIR 48,43 50,80 71,63 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2696501 02 2802696501025 LEVEMIR 100 U/ml PENFILL INJ.SOL 5 CART X 3 ML A10AE05 INSULIN DETEMIR 48,31 50,68 71,46 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2609905 02 2802609905025 MIXTARD 30 PENFILL-100IU/ML 100 IU/ML INJ.SUSP 5 ΓΥΑΛ.ΦΥΣΙΓ.Χ3ML A10AD01
INSULIN HUMAN BIOSYNTHETIC, INSULIN ISOPHANE 
HUMAN BIOSYNTHETIC 20,42 21,42 30,2 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2609902 01 2802609902017 MIXTARD 30-100IU/ML 100 IU/ML INJ.SUSP 1ΓΥΑΛ.ΦΙΑΛ.Χ10ML A10AD01
INSULIN HUMAN BIOSYNTHETIC, INSULIN ISOPHANE 
HUMAN BIOSYNTHETIC 8,90 9,34 13,17 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2609906 02 2802609906022 MIXTARD 40 PENFILL-100IU/ML 100 IU/ML INJ.SUSP 5ΓΥΑΛ.ΦΥΣΙΓ.Χ3ML A10AD01
INSULIN HUMAN BIOSYNTHETIC, INSULIN ISOPHANE 
HUMAN BIOSYNTHETIC 23,14 24,27 34,22 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2609907 02 2802609907029 MIXTARD 50 PENFILL-100IU/ML 100 IU/ML INJ.SUSP 5 ΓΥΑΛ.ΦΥΣΙΓ.Χ3ML A10AD01
INSULIN HUMAN BIOSYNTHETIC, INSULIN ISOPHANE 
HUMAN BIOSYNTHETIC 20,83 21,85 30,81 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2488504 01 2802488504012
NOVOMIX 30 FLEXPEN 100 U/ML INJ.SUSP 5 ΠΡΟΓΕΜΙΣΜΕΝΕΣ ΣΥΣΚΕΥΕΣ ΤΥΠΟΥ 
ΠΕΝΝΑΣ Χ3ML A10AD05 INSULIN ASPART, INSULIN ASPART PROTAMINE 30,53 32,03 45,17 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2488502 01 2802488502018 NOVOMIX 30 PENFILL 100 U/ML INJ.SUSP 5 ΓΥΑΛΙΝΑ  ΦΥΣΙΓΓΙΑ 3ML A10AD05 INSULIN ASPART, INSULIN ASPART PROTAMINE 26,69 28,00 39,48 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2374902 06 2802374902069 NOVONORM 1MG/TAB TAB BLIST.(alu/alu)X120 A10BX02 REPAGLINIDE 8,11 8,51 12 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2374903 06 2802374903066 NOVONORM 2MG/TAB TAB BLIST.(alu/alu)X120 A10BX02 REPAGLINIDE 8,11 8,51 12 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2444101 01 2802444101019 NOVORAPID 100U/ML INJ.SOL 1VIALX10ML A10AB05 INSULIN ASPART 15,14 15,88 22,39 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2444104 02 2802444104027 NOVORAPID FLEX PEN 100 U/ML INJ.SOL 5PF.SYR.X3ML A10AB05 INSULIN ASPART 30,15 31,63 44,60 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2444102 01 2802444102016 NOVORAPID PENFILL 100U/ML INJ.SOL 5CARTRIDGESx3ML A10AB05 INSULIN ASPART 26,00 27,28 38,47 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2234004 01 2802234004018 NOVOSEVEN 1MG (50KIU)/VIAL PS.INJ.SOL BT x 1VIAL + 1VIAL x1,1ML SOLV B02BD08 EPTACOG ALFA (ACTIVATED) 553,07 580,17 649,83 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2234005 01 2802234005015 NOVOSEVEN 2MG (100KIU)/VIAL PS.INJ.SOL BT x 1VIAL + 1VIAL x2,1ML SOLV B02BD08 EPTACOG ALFA (ACTIVATED) 1115,50 1170,16 1278,17 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2610103 02 2802610103021 PROTAPHANE PENFILL-100IU/ML 100 IU/ML INJ.SUSP BTX5ΦΥΣΙΓΓΙΑΧ3ML A10AC01 INSULIN ISOPHANE HUMAN BIOSYNTHETIC 18,74 19,66 27,72 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2610102 01 2802610102017 PROTAPHANE-100 IU/ML 100 IU/ML INJ.SUSP BTX1VIALX10ML A10AC01 INSULIN ISOPHANE HUMAN BIOSYNTHETIC 8,36 8,77 12,36 NOVO NORDISK A/S, BAGSVAERD, DENMARK

2232501 01 2802232501014
TRISEQUENS (2+1)MG/TAB( ΛΕΥΚΑ) F.C.TAB BTx28 σε κυκλικό ηµερολογιοδείκτη(12 
µπλε,10 λευκα, 6 κοκκινα) G03FB05

NORETHISTERONE ACETATE, ESTRADIOL 
HEMIHYDRATE 3,73 3,91 5,52 NOVO NORDISK HELLAS LTD

2203301 01 2802203301018
VAGIFEM 25MCG/TAB VAG.TAB BTx15 (BLIST 3x5 applicators µε ένα κολπικό δισκίο 
έκαστος) G03CA03 ESTRADIOL HEMIHYDRATE 7,63 8,00 11,28 NOVO NORDISK HELLAS LTD

2904501 02 2802904501021 VICTOZA 6MG/ML IN.SO.PF.P BTx2 PF PENS x3ML A10BX07 LIRAGLUTIDE 85,60 89,79 126,61 NOVO NORDISK A/S, BAGSVAERD, DENMARK
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Appendix 3 

Examples of gross margin for parallel distributed products. 

 

 

 

Vagifem
DKK

Wholesale price Greece 8 EUR 59,68       
VAT 6,50% 3,88         
Export price 63,56       

Possible gross margin 81,49       

Wholesale purchasing price 145,05     
Wholesale profit markup 5% 7,25         
Pharmacy purchasing price 152,30     
Pharmacy profit 23,70       
Pharmacy price exclusive VAT 176,00     
VAT 25% 44,00       
Pharmacy price 220,00     

Xamiol
DKK

Wholesale price Greece 32,98 246,03     
VAT 6,50% 15,99       
Export price 262,02     

Possible gross margin 44,12       

Wholesale purchasing price 306,14     
Wholesale profit markup 5% 15,31       
Pharmacy purchasing price 321,45     
Pharmacy profit 47,35       
Pharmacy price exclusive VAT 368,80     
VAT 25% 92,20       
Pharmacy price 461,00     

Novorapid Flexpen
DKK

Wholesale price Greece 31,63 235,96     
VAT 6,50% 15,34       
Export price 251,30     

Possible gross margin 70,26       

Wholesale purchasing price 321,55     
Wholesale profit markup 5% 16,08       
Pharmacy purchasing price 337,63     
Pharmacy profit 48,85       
Pharmacy price exclusive VAT 386,48     
VAT 25% 96,62       
Pharmacy price 483,10     
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Opslag Opslag_v2 Opslag_v3 vnr aar Sektor ATC ATC_txt Pname

5|2000 2000|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2000 5 2000 Primær N05AX08 Risperidon Risperdal

5|2001 2001|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2001 5 2001 Primær N05AX08 Risperidon Risperdal

5|2002 2002|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2002 5 2002 Primær N05AX08 Risperidon Risperdal

5|2003 2003|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2003 5 2003 Primær N05AX08 Risperidon Risperdal

5|2004 2004|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2004 5 2004 Primær N05AX08 Risperidon Risperdal

5|2005 2005|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2005 5 2005 Primær N05AX08 Risperidon Risperdal

5|2006 2006|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2006 5 2006 Primær N05AX08 Risperidon Risperdal

5|2007 2007|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2007 5 2007 Primær N05AX08 Risperidon Risperdal

5|2008 2008|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2008 5 2008 Primær N05AX08 Risperidon Risperdal

5|2009 2009|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2009 5 2009 Primær N05AX08 Risperidon Risperdal

5|2010 2010|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2010 5 2010 Primær N05AX08 Risperidon Risperdal

5|2011 2011|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2011 5 2011 Primær N05AX08 Risperidon Risperdal

5|2012 2012|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2012 5 2012 Primær N05AX08 Risperidon Risperdal

5|2013 2013|Risperdal|Janssen-Cilag A/S (TIBOTEC) N05AX08|2013 5 2013 Primær N05AX08 Risperidon Risperdal

20|2001 2001|Prevenar|Pfizer ApS J07AL02|2001 20 2001 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2002 2002|Prevenar|Pfizer ApS J07AL02|2002 20 2002 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2003 2003|Prevenar|Pfizer ApS J07AL02|2003 20 2003 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2004 2004|Prevenar|Pfizer ApS J07AL02|2004 20 2004 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2005 2005|Prevenar|Pfizer ApS J07AL02|2005 20 2005 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2006 2006|Prevenar|Pfizer ApS J07AL02|2006 20 2006 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2007 2007|Prevenar|Pfizer ApS J07AL02|2007 20 2007 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2008 2008|Prevenar|Pfizer ApS J07AL02|2008 20 2008 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2009 2009|Prevenar|Pfizer ApS J07AL02|2009 20 2009 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2010 2010|Prevenar|Pfizer ApS J07AL02|2010 20 2010 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2011 2011|Prevenar|Pfizer ApS J07AL02|2011 20 2011 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2012 2012|Prevenar|Pfizer ApS J07AL02|2012 20 2012 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

20|2013 2013|Prevenar|Pfizer ApS J07AL02|2013 20 2013 Primær J07AL02Pneumococcus, renset polysacc. antigen conj.Prevenar

27|2000 2000|Mixobar Oesophagus|Astra Tech A/S V08BA01|2000 27 2000 Primær V08BA01Bariumsulfat med suspensionsmidlerMixobar Oesophagus

27|2001 2001|Mixobar Oesophagus|Astra Tech A/S V08BA01|2001 27 2001 Primær V08BA01Bariumsulfat med suspensionsmidlerMixobar Oesophagus

48|20002000|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2000 48 2000 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20012001|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2001 48 2001 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20022002|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2002 48 2002 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20032003|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2003 48 2003 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20042004|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2004 48 2004 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20052005|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2005 48 2005 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20062006|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2006 48 2006 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20072007|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2007 48 2007 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20082008|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2008 48 2008 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20092009|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2009 48 2009 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20102010|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2010 48 2010 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20112011|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2011 48 2011 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20122012|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2012 48 2012 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

48|20132013|Zymelin Menthol Ukonserveret|Nycomed Danmark ApS R01AA07|2013 48 2013 Primær R01AA07 XylometazolinZymelin Menthol Ukonserveret

54|2000 2000|NeoRecormon|Roche A/S B03XA01|2000 54 2000 Primær B03XA01 Erythropoietin NeoRecormon

54|2001 2001|NeoRecormon|Roche A/S B03XA01|2001 54 2001 Primær B03XA01 Erythropoietin NeoRecormon

54|2002 2002|NeoRecormon|Roche A/S B03XA01|2002 54 2002 Primær B03XA01 Erythropoietin NeoRecormon

54|2003 2003|NeoRecormon|Roche A/S B03XA01|2003 54 2003 Primær B03XA01 Erythropoietin NeoRecormon

54|2004 2004|NeoRecormon|Roche A/S B03XA01|2004 54 2004 Primær B03XA01 Erythropoietin NeoRecormon

54|2005 2005|NeoRecormon|Roche A/S B03XA01|2005 54 2005 Primær B03XA01 Erythropoietin NeoRecormon

54|2006 2006|NeoRecormon|Roche A/S B03XA01|2006 54 2006 Primær B03XA01 Erythropoietin NeoRecormon

54|2007 2007|NeoRecormon|Roche A/S B03XA01|2007 54 2007 Primær B03XA01 Erythropoietin NeoRecormon

54|2008 2008|NeoRecormon|Roche A/S B03XA01|2008 54 2008 Primær B03XA01 Erythropoietin NeoRecormon

54|2009 2009|NeoRecormon|Roche A/S B03XA01|2009 54 2009 Primær B03XA01 Erythropoietin NeoRecormon

54|2010 2010|NeoRecormon|Roche A/S B03XA01|2010 54 2010 Primær B03XA01 Erythropoietin NeoRecormon

54|2011 2011|NeoRecormon|Roche A/S B03XA01|2011 54 2011 Primær B03XA01 Erythropoietin NeoRecormon

54|2012 2012|NeoRecormon|Roche A/S B03XA01|2012 54 2012 Primær B03XA01 Erythropoietin NeoRecormon
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Appendix 5 

Top 200 companies in the period between 1994 and 2013, sorted by total revenue. 

Rank Row Labels Sum of EkspSum 

1 Orifarm A/S 16.361.669.591,54 

2 Pfizer ApS 13.990.723.285,97 

3 Nycomed Danmark ApS 12.600.841.664,56 

4 GlaxoSmithKline Pharma A/S 11.396.865.358,51 

5 AstraZeneca A/S 11.337.260.175,30 

6 Paranova Danmark A/S 8.017.309.253,93 

7 MSD Danmark ApS 7.959.366.655,57 

8 Sandoz A/S 6.910.138.083,05 

9 Novartis Healthcare A/S 6.444.871.743,57 

10 Takeda Pharma A/S 5.976.165.982,78 

11 Novo Nordisk A/S 5.844.833.180,44 

12 LEO Pharma A/S 5.577.496.068,23 

13 Sanofi-aventis Denmark A/S 5.522.862.491,50 

14 Boehringer Ingelheim Danmark A/S 5.334.455.837,57 

15 Actavis A/S 4.670.872.769,74 

16 Meda AS 4.598.044.136,03 

17 McNeil Denmark ApS 4.507.351.992,15 

18 Janssen-Cilag A/S (TIBOTEC) 4.461.351.691,92 

19 Eli Lilly Danmark A/S 3.677.671.613,26 

20 Orion Pharma A/S 3.422.930.453,56 

21 Lundbeck Pharma A/S 3.070.773.833,89 

22 PharmaCoDane ApS 3.030.918.347,02 

23 n/a 2.974.669.202,74 

24 GlaxoSmithKline Consumer Health 2.883.674.119,39 

25 Hexal A/S 2.785.002.523,45 

26 Norpharma A/S 2.663.960.476,14 

27 2care4 ApS 2.290.259.385,86 

28 Bayer A/S 2.197.956.886,64 

29 Statens Serum Institut 1.850.564.620,06 

30 ActavisNordic A/S 1.691.777.210,38 

31 EuroPharma.DK ApS 1.667.333.678,24 

32 Abbott Laboratories A/S 1.590.676.838,28 

33 Roche A/S 1.545.705.815,74 

34 Orifarm Generics A/S 1.402.269.439,31 

35 Merck A/S 1.158.254.058,10 

36 Ferring Lægemidler A/S 1.129.400.588,78 

37 Wyeth Danmark 996.120.101,66 

38 Teva Denmark A/S 992.976.779,53 

39 Ferrosan A/S 992.556.347,64 
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40 Merck Sharp & Dohme 986.093.587,51 

41 Astellas Pharma A/S 972.530.571,35 

42 Bristol-Myers Squibb 953.431.418,68 

43 Servier Danmark A/S 922.061.448,52 

44 Singad Pharma ApS 808.236.340,91 

45 Krka Sverige AB 801.551.362,59 

46 AbacusMedicine A/S 794.415.997,92 

47 1A Farma A/S 740.074.289,98 

48 Alcon Danmark A/S 716.625.083,49 

49 UCB Nordic A/S 702.967.156,39 

50 Medicteam a/s 660.549.893,25 

51 Galderma Nordic AB 646.024.928,91 

52 ALK-Abello A/S 644.809.399,65 

53 Desitin Pharma A/S 632.804.590,60 

54 Reckitt Benckiser Healthcare 615.044.034,27 

55 Nordic Drugs AB 613.381.766,07 

56 Tillotts Pharma AB 583.584.730,17 

57 Mylan AB 535.346.330,95 

58 Pharma Nord ApS 528.314.461,45 

59 AbbVie A/S 496.924.760,14 

60 Organon AS 458.846.134,80 

61 Grünenthal Denmark ApS 453.913.259,74 

62 Copyfarm A/S 441.466.326,19 

63 RB Pharmaceuticals Limited 428.539.931,27 

64 Otsuka Pharma ScandinaviaAB 420.350.430,32 

65 Dansk Lægemiddelforsyning DLF 369.678.179,78 

66 Sanofi Pasteur MSD 367.061.631,98 

67 ACO Hud NordicAB 364.996.490,50 

68 Alternova A/S 345.542.609,32 

69 Bayer AB 338.742.655,26 

70 Baxter A/S 335.359.746,54 

71 Ratiopharm A/S 318.312.296,84 

72 Norgine Danmark A/S 297.977.896,00 

73 Sanofi Pasteur MSD ApS 297.635.024,54 

74 Ophtha A/S 280.532.990,83 

75 Arrow Pharma ApS 262.411.708,32 

76 AllerganNordenAB 256.375.678,88 

77 A/S GEA Farmaceutisk Fabrik 254.932.268,40 

78 Durascan Medical Products A/S 250.307.098,47 

79 Laboratoires Thea 243.825.146,76 

80 Medi Link A/S 233.222.095,92 

81 Mylan ApS 220.093.399,27 

82 Bluefish Pharmaceuticals AB 211.855.359,66 

83 Novo Nordisk Farmaka DanmarkA/S 211.123.444,82 
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84 Schering-PloughA/S 201.738.379,81 

85 AlpharmaApS 190.126.623,19 

86 SofusStockholmConsultingAB 186.196.317,06 

87 TabsnCapsPackApS 179.088.255,50 

88 AmdipharmLimited 172.426.002,44 

89 GeaFarmaceutiskFabrikA/S 163.134.048,29 

90 OBA-PharmaApS 162.442.827,57 

91 CrossPharmaA/S 155.028.610,35 

92 WyethLederleDanmark 153.703.458,39 

93 Sandoz 151.543.901,55 

94 EisaiAB 151.343.811,52 

95 ScheringAS 149.384.414,10 

96 SpecialitesSeptodont 133.066.417,59 

97 BioPhausiaAB 126.065.727,71 

98 WarnerLambertDenmark 122.815.074,49 

99 Pharma-SkanAps 122.725.862,92 

100 DentsplyLtdUK 118.533.095,84 

101 PharmaciaAS 113.186.658,25 

102 SwedishOrphanBiovitrumA/S 110.061.183,09 

103 SantenPharmaAB 108.534.368,73 

104 GlaxoSmithKline 108.032.235,11 

105 OPCO-PharmaApS 105.201.641,20 

106 SantenOy 105.108.807,36 

107 AventisPharmaA/S 103.583.088,37 

108 MEDICEArzneimittel 98.527.147,28 

109 BayerA/S-ConsumerCare 97.569.289,39 

110 AlmirallApS 94.849.094,65 

111 SBLVaccinAB 85.029.799,74 

112 AmgenDenmark 83.300.847,68 

113 A/SDennorskeEterfabrikk 81.223.617,66 

114 LEOPharmaAB 80.293.402,74 

115 PfizerAB 80.203.711,53 

116 CSLBehringAB 79.514.389,23 

117 StragenNordicA/S 77.628.485,75 

118 Sanofi-SynthelaboAB 77.558.170,26 

119 KemifarmaApS 74.805.821,49 

120 ChemVetPharmaApS 72.230.175,81 

121 SeronoNordic 66.003.611,16 

122 Colgate-PalmoliveA/S 62.645.073,26 

123 FreseniusKabi 62.502.606,50 

124 OctapharmaAB 59.289.734,67 

125 CleanChemicalSwedenAB 58.582.459,06 

126 AspenEuropeGmbH 57.355.522,24 

127 ERAMedicalApS 55.726.669,07 
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128 NordicInfuCareAB 50.993.671,90 

129 MezinaA/S 50.525.103,24 

130 SantenDanmark 50.087.131,31 

131 OmniVisionAB 48.530.635,47 

132 SolvayPharmaApS 45.905.284,74 

133 A-PharmaApS 45.863.673,22 

134 G.Pohl-BoskampGmbH.&Co. 43.840.115,25 

135 LaboratorioFarmaceuticoS.I.T. 43.816.265,59 

136 COPHARMAApS 42.823.854,56 

137 AmgrosI/S 42.242.867,89 

138 YamanouchiPharmaa/s 41.622.355,03 

139 NewNeopharmB.V. 40.826.355,09 

140 CCS,CleanChemicalSwedenAB 40.321.929,62 

141 B.BraunMedicalA/S 38.670.523,89 

142 FarmagonA/S 36.063.215,94 

143 Smith&NephewA/S 35.493.091,37 

144 ShirePharmaceuticalsIrelandL 33.885.382,11 

145 CrucellSwedenAB 33.577.335,20 

146 Ethypharm 31.091.820,74 

147 MerckNMApS 30.721.523,63 

148 3MA/S 28.822.210,54 

149 HoechstMarionRousselA/S 28.716.051,07 

150 MerusLabsLuxcoS.á.R.L 28.451.074,99 

151 BioglanAB 28.339.181,66 

152 TeofarmaS.r.l. 27.231.625,44 

153 RanbaxyPharmaAB 26.010.639,49 

154 H.LundbeckA/S 25.876.965,49 

155 GenthonBV 25.433.702,12 

156 AbigoAS 24.961.138,11 

157 MenariniInternationalOperation 24.600.988,72 

158 UCBPharma 24.418.331,38 

159 CampusPharmaAB 24.009.757,82 

160 medac,Gesellschaftfurklinisch 23.635.721,67 

161 BioPhausiaA/S 23.466.846,13 

162 axicorpPharmaB.V. 22.443.619,27 

163 CephalonPharmaApS 21.743.835,70 

164 VitabalansOy 21.520.923,44 

165 Medac 20.652.827,82 

166 SeronoNordicAB 19.225.299,52 

167 NMPharmaA/S 18.949.971,06 

168 AGEPHA 18.469.368,79 

169 PensaPharmaAB 18.374.984,51 

170 PropharmaA/S 16.249.471,09 

171 Medis-DanmarkA/S 14.992.370,13 
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172 KemifarmaHoldingApS 14.873.257,91 

173 AventisPasteurMSDA/S 14.710.823,61 

174 AccordHealthcareLtd. 14.539.693,95 

175 ElanPharmaLimited 14.088.398,06 

176 Bausch&Lomb(UK)Limited 13.768.902,11 

177 AntulaHealthcareAB 13.620.098,69 

178 BiogenIdecDenmarkA/S 13.436.313,34 

179 NavamedicAB 13.409.925,21 

180 GoldshieldPharmaceuticalsLtd. 12.551.070,00 

181 FarmaPlusAS 12.417.290,29 

182 BoehringerIngelheimVetDK 12.069.379,07 

183 AbigoMedicalAB 12.067.800,30 

184 Pliva Pharma NordicA/S 11.809.896,10 

185 NordicInfuCareAB 11.566.449,25 

186 JungeLogisticsApS 11.240.593,35 

187 GlaxoSmithKlineConsumer 11.221.007,67 

188 OrphanEuropeNordicAB 11.161.915,65 

189 GunnarKjemsAps 10.986.677,61 

190 Sanofi-SynthelaboA/S 10.952.401,26 

191 HospiraNordicAB 10.713.518,88 

192 LaboratoriosINIBSA,S.A. 10.605.377,62 

193 IvaxScandinaviaAB 10.396.187,40 

194 Rhone-PoulencRorerA/S 10.248.777,09 

195 KRKAd.d.Novomesto 10.165.269,98 

196 DanipharmA/S 10.047.926,30 

197 AlkopharmaSARL 10.011.553,89 

198 EgisPharmaceuticalsUKLtd 9.937.415,18 

199 LaboratoiresBesinsInt. 9.834.405,75 

200 SearleScandinavia 9.599.823,28 
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Appendix 6 

Documentation of Greek pharmacy prices.
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Translated version of the previous side: 

 


