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Abstract: The Russian pharmaceutical market is vast, fast growing and clearly offers massive opportunities for
pharmaceutical companies. However, this is a complex market, with huge scale and very different pharma-
economies. The Russian pharmaceutical market is becoming increasingly compelling for multi-national
organisations, since the 30% state share of the Russian pharmaceutical market is focused on high-cost,
innovative drugs. As the market value continues to grow and reimbursement schemes are introduced across
regions, it will be imperative for companies-both local and global-to respond to these changes with a new
market access model. The article presents material about the current state of the domestic pharmaceutical
industry and ways of its development. The expediency, the mechanisms and problems of cluster-type formation
of pharmaceutical plants are shown. 
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INTRODUCTION The Russian pharmaceutical industry is practically

According to some estimates, Russia could account manufacturers currently produce outdated, lowcost drugs
for as much as one fifth of global pharmaceutical sales in and many do not meet Good Manufacturing Practices
the next ten years. Understanding the importance of this (GMP) standards. High inflation, high rates of interest on
market and aiming to increase its global presence, big loans, the growth of energy tariffs, high costs of capital
international Pharmas are shifting their attention to the construction by virtue of its geographical location, all
fast developing Russia. these factors are initially placed in a local manufacturer of

The Russian pharmaceutical complex constitutes the unequal competitive conditions from foreign and,
11th largest in the world (Table 1) and is expected to see according to experts, reduced the competitiveness of
high growth going forward. domestic drug makers to 50% [4].

The value of the Russian pharmaceutical complex is Innovative products make up at least 20% of the
predicted to rise from $25 billion by 2011 to $75 billion by market, with generics accounting for 60% and traditional
2020, according to Cegedim Relationship Management’s drugs 20% [5].
aggregated opinion from industry experts, government The Russian pharmaceutical companies spend no
employees and analysts (Figure 1). more than 1-2% of the revenue (Table 3) for development

The Russian pharmaceutical complex is strongly of innovative products. Large global manufacturers of
concentrated-10 major domestic companies produce 30% drugs spend for innovations to 20% of revenue. It allows
of all national medicines in value terms. As the Table 2 them to have more than a half of original innovative
illustrates, Pharmstandart is the largest producer in products.
volume terms, manufacturing pharmaceuticals worth Foreign manufacturers dominate on the Russian
$151.8m ( 113m) in December 2012. The likes of F-Sintez, pharmaceutical  market.  Swiss  multinational   Roche  is
Pharm-Center and Akrihin recorded a fraction of that the leading   player,   extending   its   market   share to
output. almost   15%    in    the    first    nine    months    of   2012.

not present on the international markets. Domestic drug
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Fig. 1: Long term development scenario of the Russian pharmaceutical complex
Source: [2].

Table 1: Ranking of the countries on the volume of the pharmaceutical market

Global Rank 2009 Global Rank 2011 Global Rank 2013 (forecast)

1 USA 1 USA 1 USA

2 Japan 2 Japan 2 Japan

3 France 3 China 3 China

4 Germany 4 Germany 4 Germany

5 China 5 France 5 France

6 Italy 6 Italy 6 Italy

7 Spain 7 Spain 7 Spain

8 UK 8 Brazil 8 Brazil

9 Brazil 9 UK 9 Canada

10 Canada 10 Canada 10 UK

11 Russia 11 Russia 11 Russia

12 Turkey 12 India 12 Âåíåñóýëà

13 India 13 South Korea 13 India

14 Mexico 14 Âåíåñóýëà 14 South Korea

15 South Korea 15 Mexico 15 Turkey

16 Australia 16 Australia 16 Mexico

17 Greece 17 Turkey 17 Australia

18 Venezuela 18 Greece 18 Greece

19 The Netherlands 19 Poland 19 Poland

20 Poland 20 The Netherlands 20 Belgium

Source: [1].
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Table 2: Top 10 domestic drug and chemical producers in Russia by production volume, December 2012

Company Drug production volume ($ m)

Pharmstandart 151.8
Krka-Rus 34.0
Valenta 33.3
Stada 33.1
F-Sintez 32.1
Sotex 21.6
Pharm-Center 15.7
Microgen 13.1
Akrihin 11.1
Materia Medica 9.2

Source: [3]

Table 3: Expenses on innovations of 20 largest world pharmaceutical companies, 2011

World rank Company Country Sales 2011, _ m R and D int., %

11 Johnson and Johnson USA 50258.9 11.6
6 Pfizer USA 52109.9 13.1
7 Roche Switzerland 34935.1 19.4
17 GlaxoSmithKline UK 32725.1 13.4
4 Novartis Switzerland 45263.2 15.5
16 Sanofi-Aventis France 33389.0 14.4
28 AstraZeneca UK 25961.0 14.1
34 Abbott Laboratories USA 30026.5 10.6
10 Merck US USA 37133.5 16.4
27 Eli Lilly USA 18770.0 20.7
39 Bristol-Myers Squibb USA 16418.6 18.1
46 Boehringer Ingelheim Germany 13171.0 19.1
42 Takeda Pharmaceutical Japan 15005.0 18.7
77 Merck DE Germany 10276.4 14.8
58 Astellas Pharma Japan 9639.7 19.6
90 Novo Nordisk Denmark 8924.4 13.6
60 Daiichi Sankyo Japan 9334.3 19.7
88 Eisai Japan 6443.6 19.3
151 Allergan USA 4132.5 16.9
140 UCB Belgium 2876.0 27.1

Russian pharmaceutical companies 4174.0 1.2

Source: [6].

Table 4: Russian pharmaceutical market by leading players, 2011-2012

Company 2011, % 2012, %

Roche 13.2 14.9
Johnson and Johnson 8.5 8.6
Teva 6.1 7.7
Novartis 11.0 7.2
Sanofi 6.6 5.8
Laboratorio Tuteur 2.0 4.7
Baxter International 4.5 3.9
Novo Nordisk 3.6 3.8
AstraZeneca 3.7 3.4
Merck Sharp Dohme 2.7 3.1
Top 10 61.8 63.0

Source: [3].

Teva was another company to record a marked increase in
share, rising to third above Novartis and Sanofi, reflecting
the Israeli generic drug manufacturer’s increasing
investment in the country. The company has annual drug
sales in Russia of over $500m ( 372m) from a product
portfolio of around 300 medicines and is currently
constructing a new pharmaceutical plant in Yaroslavl.

The state has taken steps to change the situation of
foreign manufacturers dominating with the government
initiative.

In October 2010 the Government of the Russian
Federation approved the Federal Target Programme (FTP)
“Strategy for  the   development   of   the  pharmaceutical
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Fig. 2: CAGR for innovative and generic medicines in Russia and Ukraine, 2011-2013.
Source: [3].

industry of the Russian Federation between now and innovative drug subgroups will develop on average by
2020” [5]. Its main goal is to overcome the existing 12% and 14% per annum respectively in the two countries
technical, scientific, technological and industrial (Figure 2).
backwardness of the domestic pharmaceutical industry, to New conceptual approach to innovative development
reduce dependence on raw materials from foreign of the Russian pharmaceutical complex is creation of
suppliers and to create a technological basis for the pharmaceutical clusters. The cluster’s strategic goal is to
transition of the pharmaceutical industry toward develop a scientific and production complex of
innovative models of  development.  Approximately  RUB geographically interrelated and complementary
36bn ( 900m) is to be spent on this and the construction enterprises and structures for development, introduction
of about 200,000 m² of facilities will be funded to produce and manufacturing of innovative pharmaceutical and
sterile and non-sterile pharmaceuticals. In all, to achieve medical products in accordance with the European GMP
the goals of Pharma 2020, Vladimir Putin, has promised standard [7].
that RUB 120bn ( 3bn) from the federal budget will be According to a world experience, the developed
invested before 2020 in the modernisation of the Russian countries practise cluster forms of the organization of the
pharmaceutical industry. Private investments by Russian enterprises in pharmaceutical branch. So, in the USA
and international drug producers could come to as much about 9 pharmaceutical clusters work. In Great Britain 3
as RUB 68bn ( 1.7bn). Of the total sum of RUB 188bn large clusters are created and 4 are in a formation stage.
( 4.7bn), RUB 154bn ( 3.8bn) will be set aside for Thus with the state it is allocated about $3bn for support
research and development. Under the Programme, of new clusters. In Germany 4 clusters are created. The
domestic production will account for 50% of all medicines state support of new clusters made about 9 billion euro. In
available on the Russian market in 2020, in stark contrast France 10 clusters are created. The state support of these
to the current 25% [5]. clusters is estimated of _500m [8].

According to a 2011 report by PMR, domestic The Russian Government is greatly interested in
production in Russia will focus mainly on biosimilars and consolidation of innovative pharmaceutical cluster
high standard generic equivalents of original medicines. participants’ efforts. Pharma 2020 Strategy states that the
Large pharmaceutical companies are not particularly eager cluster approach shall be viewed as a top priority. Within
to move the manufacture of their blockbusters to Russia. the framework of 2020 Russian Pharmaceutical and
The share of innovative medicines as a proportion of the Medical Industry Development Program the Ministry of
market, which is quite modest in Russia (reaching, for Industry and Trade of the Russian Federation will provide
example, only 35% in terms of value in the hospital support to up to 20 regional centers engaged in
subgroup), is not, therefore, expected to increase development of innovative pharmaceuticals and medical
significantly over the next few years [3]. products. In 2012 the Ministry for Economic Development

According to a 2011 report by PMR, the compound of the Russian Federation held a contest of the best
annual growth rate (CAGR) of generic medicines is to be territorial cluster development programs; 8 projects out of
20% for Russia and 31% for Ukraine in local currency the 14 selected at the first stage are related to the
between 2011 and 2013. By way of comparison, the pharmaceutical and medical industries.
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Table 5: Companies of St. Petersburg pharmaceutical cluster
Company Planned volume of investments Size of the production site Number of new work places
Novartis 15.35 billion rubles 10 ha 350
OJSC Pharmasyntez 1.7 billion rubles 4.5 ha 200
CJSC Vertex 1 billion rubles 5 ha 220
CJSC Immuno-Gem 0.6 billion rubles 1 ha 100-120
Source: [9].

Table 6: Companies of St. Petersburg pharmaceutical cluster in the area of the Pushkinskaya production zone
Company Planned volume of investments Size of the production site Number of new work places
LLC Geropharm 3 billion rubles 2.77 ha and 1.57 ha 320
LLC Samson-Med 1.5 billion rubles 2.75 ha 400
CJSC Biokad 1 billion rubles 5.28 ha 300
LLC Neon 910 million rubles 2.88 ha 200
CJSC Pharm-Holding 624 million rubles 2.87 ha 100
Source: [9].

Table 7: Distinctions of a role of the state in cluster policy of the European countries with high level of liberalization of economy and in Russia
Russia European countries
The state initiates creation cluster or supports 
relevant initiatives regional authorities and municipalities The state supports the initiative of businessmen, universities, initiative groups
The state can invest both science and innovative development and The state invests only science and partially infrastructure, other directions are
creation of new production and also modernization invested by business
The state carries out the selective to policy in relation to the various The state seeks to create identical legal conditions for all potential participants
to the companies having possibility of inclusion in structure of a cluster of a cluster
Source: [10].

For developing the federal concept for the In turn, locating enterprises for producing
pharmaceuticals industry, the Decree of  the  Government pharmaceuticals is planned within the Pushkinskaya
of St. Petersburg dated 22 April 2010 No. 419 approved production zone, situated in the town of Pushkin, a
the Concept for Creating a Pharmaceuticals Cluster in St. suburb of St.Petersburg. The formation of this zone, the
Petersburg. total area of which amounts to 18.2 ha, began in 2010 with

The  main  objectives  of  this  Concept  are the performance of work for planning the area of the zone
development   of   R   and   D   and   production of and allocating land plots. Furthermore, using budget
medicines   in   St.   Petersburg   considering  the funds of St.Petersburg it is planned to create
production   potential   available,   the   advanced pre- infrastructure required for organizing production,
clinical and clinical base, the high concentration of including electricity, heat, gas and water supply and water
specialized medical institutes and scienti?c discharge, as well as provide for transportation
establishments. A separate task is to attract foreign accessibility.
companies for ensuring the transfer of technology and Currently, in the area of the Pushkinskaya production
specialists. zone land plots are allocated for CJSC Biokad, CJSC

Implementation of the Concept is expected both Pharm-Holding, LLC Samson-Med, LLC Geropharm and
within the framework of the divisions Noidorf (town of LLC Neon (Table 6).
Strelna) and Novo-Orlovskoye (Primorsky District) of the The following Universities and R and D Institutes
Special Technical and Innovational Economic Zone take active part in the formation of pharmaceutical cluster
created in St. Petersburg and by way of localization of in St.Petersburg: St.Petersburg State Chemical and
new market participants in the Pushkinskaya industrial Pharmaceutical Academy, Medical Faculty of the
zone. St.Petersburg State University, St.Petersburg State

According to official information, memoranda of Technological University, Pavlov St.Petersburg State
intent associated with carrying out pharmaceutical Medical University, St.Petersburg State Polytechnic
projects in the Special Economic Zone have been signed University, State R and D Institute of highly pure drugs,
between St. Petersburg and the conglomerate Novartis, Institute of Cytology, Institute of Toxicology, R and D
OJSC Pharmasyntez, CJSC Vertex and CJSC Immuno-Gem Institute of Influenza, St.Petersburg Institute of Pharmacy,
(Table 5). Mechnikov St.Petersburg state medical academy. 
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Condition of successful functioning of a 3. Generic and innovative drugs market in Russia and
pharmaceutical cluster is the state support. The state role Ukraine 2011. Comparative analysis, reimbursement
in realization of cluster policy in the European countries policies and development forecasts for 2011-2013.
with high level of liberalization of economy differs from Report, PMR.
Russia (Table 7). 4. Tolstopyatenko, M., 2009. Innovative development

As shows world experiment, for creation of a of the pharmaceutical industry on the basis of the
pharmaceutical cluster it is necessary: formation of pharmaceutical and medical clusters.

involvement of the federal and regional research 5. Strategy for the development of the pharmaceutical
organizations in projects on development of industry of the Russian Federation between now and
innovative products and preclinical researches; 2020, approved by Order of Industry and Trade of
involvement of the federal and regional medical Russia from October 23, 2009 # 965
centers for carrying out clinical tests; (www.pharma2020.ru).
public authority creation in the sphere of production 6. The, 2012. EU R. Industrial and D. Investment
and the address of innovative products. SCOREBOARD, 2012, Luxembourg: Publications

The pharmaceutical retail sector in Russia is 7. Decree of the Government of St. Petersburg, 22 April
expanding and in order to maximise the existing business 2010 # 419 “Concept for Creating a Pharmaceuticals
opportunities, it is crucial for companies to develop the Cluster in St. Petersburg”.
right business strategy for sustainable profitability. 8. Blinova, E.U., 2010. Improvement of a control system
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