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Report plugs the merits of European biotech 

The E& Y report 
contends that 

biotech currently 
generates a 

European market 
of goods and 

services worth 
$50 billion, a 

market that will 
grow to $110 
billion by the 

year 2000. 

OXFORD, U.K.-Politicians of 
the European Union (EU, Brus
sels) have received another tome 
extolling the merits of biotechnol
ogy and warning them that they 
had better not legislate it out of 
existence. The latest report comes 
from Ernst & Young (E& Y, Lon
don), though it was commissioned 
by the Senior Advisory Group Bio
technology (SAGB, Brussels), the 
leading European trade associa
tion for biotechnology. Like other 
biotech reports published recently 
in Europe, this one describes the 
macroeconomic potential of bio
technology, pegging the technolo
gy as currently generating a mar
ket of goods and services worth 1 
percent, or $50 billion, of the EU' s 
gross domestic product of $5 tril
lion and as likely to generate $110 
billion of goods and services by 
the year 2000. Biotech, moreover, 
presently produces 184,000 jobs 
directly tied to the technology. 

There is no doubt that this is a 
political report. The SAGB will 
use it as an independent, third
party validation of the crucial role 
that biotechnology will play in 
Europe's future global competi
tiveness. Just as the SAGB con
vinced Jacques Delors, the outgo
ing president of the European Com
mission (EC), the EU's civil ser
vice, to take on-board its concerns 
in Del ors' December 1993 white 
paper on European competitive
ness, the SAGB will no doubt use 
the E& Y report to try to influence 
Jacques Santer, the EC's presi
dent-elect. With EC officials now 
looking at ways to streamline Eu
ropean biotechnology regulations, 
the reported influence that such 
streamlining will have on invest
ment intentions and, consequently, 
jobs will certainly capture the at-

tention of these officials. 
Notes Brian Ager, the SAGB's 

director, "This report clearly dem
onstrates the capacity of modern 
biotechnologies to positively im
pact European industrial growth. 
Its messages need to be heard and 
acted on." 

Even when viewed in its political 
context, the E&Y report's tally of 
biotechnology-dependent sales 
and services in the food sector is 
eyebrow-raising stuff. E& Y esti
mates that such sales currently top 
$12 billion and that they will rise 
to about $20 billion by the end of 
the decade. Closer examination of 
E&Y's methodology reveals how 
it was able to serve up such in
triguing numbers. Indeed, the num
bers are based on the value of food 
sales and services that have even 
the faintest fingerprints of biotech
nology on them. For instance, the 
value of a genetically modified 
yeast is calculated according to 
the value at the wholesaler level of 
the products, such as beer, that it is 
used to make. 

Equally eyebrow raising is the 
methodology E& Y used to deter
mine the number of jobs directly 
tied to biotech. E& Y got responses 
from companies with a total Euro
pean workforce of 830,000 people 
and determined that these firms 
employ some 27,000 people in bio
technology. "Extrapolating to ac
count for all EU sales, not just the 
sales of the responding compa
nies, it is estimated that the total 
number of employees involved in 
some aspect of biotechnology-re
lated industrial activity is of the 
order of 184,000 people," notes 
E&Y. 

Moreover, at a time when jobs 
are being cut back throughout Eu
rope, E& Y claims that the number 
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ofbiotech-related jobs in surveyed 
companies is growing at an annual 
rate of 1 percent. And in small-to
medium-sized firms-those with 
less than l 000 employees
biotech-related jobs are growing 
at a 6.5 percent annual rate, ac
cording to E& Y. 

Regarding research and devel
opment (R&D), E&Y estimates 
that European industry is currently 
investing more than $1.2 billion a 
year in biotech-related R&D. In
dustry may not be making these 
investments in Europe, however, 
as the availability of skilled staff, 
regulatory constraints, proximity 
of scientific institutes, and local 
costs all affect industry's invest
ment-location decisions. 

The biggest hurdles to biotech
nology's development in Europe, 
according to E&Y, are a negative 
regulatory climate and a high level 
of public hostility to the technolo
gy. "This endorses the view that 
the industrial application of bio
technology will be a job creator 
only if the climate is conducive. If 
the current European climate for 
the application of biotechnology 
continues, or becomes more oner
ous, there is a danger that manu
facturing processes-and their re
lated jobs-will move elsewhere," 
notes E&Y. 

Interestingly, almost 75 percent 
of European firms identified prod
uct-approval delays as a major con
straint to investment in European 
biotech. In the U.S., however, it is 
almost universally accepted among 
biopharmaceutical firms and 
agbiotech firms that product ap
provals are far speedier in Europe 
than in the U.S. "It sounds like a 
typical case of 'the grass is always 
greener,"' says one U.S. biotech 
executive. -Mike Ward 
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Will biotech stocks ever rise again? 
David Stone 
is managing 

director of 
Cowen & Co. 
(Boston, MA). 

Chief executive officers will 
cheer, and brokers will shout, and 
the momentum players will all 
come out, when those biotech 
stocks finally go up again. 

Another string of clinical set-
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backs has turned the biotechnol
ogy sector's usual autumn rally 
into a rout. After two years in a 
bear market, investors surely feel 
like victims of a long siege. But a 
congenital streak of optimism 

drives most participants in this in
dustry. So we soldier on, waiting 
for the spark of good news that will 
ignite the next bull market for bio
technology stocks. 

Despite recent disappointments, 
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