ANALYSIS OF PROPOSED AGREEMENT CONTAINING
CONSENT ORDERSTO AID PUBLIC COMMENT
In the Matter ofPfizer Inc. and Wyeth, File No. 091-0053, DodKéo. C-4267

Introduction

The Federa Trade Commission (*Conmission”) has acepted, subject to find approval,
an Ageanent Containing Consent Ordg“Consent Ageanent”) with Pfizer Inc. (“Pfizer”),
which is desiged to renedythe anticompetitive &ds of its proposed guaisition of Wyeth.
Under thete

("Virbac) Pfizer's eclusive distribution rights fadhese produs. h the aea ofequine
herpavirus vacimes, Pfizer is ordedeto divest to BPfizer's equine hgesvirus prducts. The
assds for each of the divestitures include dl of therdevant intdlectud property, cusomer lists,
resard and deviepment information, and gellatory materids, as well as two ofdéft Dodge’s
threeU.S. manufaitring fadliti es. Theselivestitures fullyprese






Leptospira andCampylobacter fetus antigens. Afte the aquisition, Pizer would have83
percent of the $13 million modfied-live 10-way market in the United Sttes, with
Interve/Scheiing-Plough Animal Heath (“I SP”), AgriLabaatories,Ltd. (“AgriLabs), and Bl
acounting br 11 pecent, 4 pecent, and 2 parent, espetively. Pfizer dso would control 76
perent of sale in killed 10-vay vacénes, leavingNovatis with 18 percentrad AgilL abs with 6
perent of this $9 millon marké. Finally, in the lepto/vibrio vadoe marke, Pfizer and Fot
Dodee colletively acount for almost 39 peent of this $2.6 millbn marké, and Novatis leads
with 41 percent.

Cattle pasteutla vacdnes areused to preved pneumonia as Wes lesserespiratoy
infections in cows caused by Pasteurella multocida andMannheimia haemolytica bacteia.
Pfizer, Fort Dodge, BI, ISP, ad Meria are theonly significant suppliers of produds in these
markes in the United States. The propdsequisition would red@cthe numbeof compéitors
in thesemakets, leaving Pfizer ggnificantly larger than any of its remaning competitors.

Lactding-cow and dry-cow mastitis tegaments are uskto treat infetions of the udder
that occurduringeither latation or the dr period béwveen peghancies. The makets for
lactatingcow and drycow mastitis teagments are higly concatrated, vith Pfizer and Fot
Dodge togetheracounting br more tha 90 perent of sals in eab of these mikets.

Broad-spetrum antibiotic products with low milk-withholding timesche used to ted
alarge variety of infectionstha affect dary cows! Pfizer's products ae considered the mog
effective atibiotics fordairycows ad have aero-daywithholding peiod, while Fot Dodge’s
product ha a low withholding peod of two to four dgs. A geneic version of one of Pfizer's
products wa re@ntly introduced. A a rsult of the proposedcquisition, Rizer would havea
near monopoly in this $162 million maket.

Catle meacrocyclic lactone paasiticides ae thenewest and mog effective class d cattle
parasiticides in the United States. Thareeffective gjainst both internal andk&ernd parasites.
Thereareonly threebrande players in the $118 million U.S. market: Réiz Fort Dodge, and
Merial. Although generic versions d Merid’s product are available, there are no generic
versions of Pfizer's @For

! To ensurehat antibiotic-contaminatiemilk is not distributed, the United States Food
and Dug Administration (“FDA”) has set “whholding times” foread antibiotic product and
mandates thanymilk that isproduce duringthe withholding peod be disceded. A principd
consider&ion for dairyfarmers in purbasingantibiotics, theredre, is how quicklyheycan
resume milk production &ter treatment.



the United States. After the proposed acquisition, ISP would be the only remaining constraint on
Pfizer’s ability to raise prices, accounting for 67 percent of this $16 million market. Pfizer
would control the remaining 33 percent of the market.

Beyond cattle health products, Pfizer and Fort Dodge are also two of only four major
suppliers in the relevant companion animal vaccines and pharmaceuticals markets. In the
majority of these markets, the transaction would reduce the number of competitors from four to
three and give Pfizer between 50 and 100 percent of the market. As in the cattle vaccines area,
Pfizer and Fort Dodge have broad and significantly overlapping portfolios of companion animal
vaccines. Customers can choose the specific vaccine products that most closely match their
needs based on several factors, including, among others, vaccination protocols recommended by



Fdine combination vadnes areused to prew& common feline diseas, suchsfeline
panleukopeia, rhinotrabeitis, chlamglia, and alicivirus. Pfizer, FarDodge, ISP, and Merial
are theonly significant suppliers of feline comhination vaccines intheUnited Setes. Total U.S.
sales of éline combination vaines ae $28 million. The proposedguisition would reducéhe
number of sigificant suppliers ofeline mmbination vaccinefrom fourto three, wth Pfizer's
sdes mnsiderably greater t



number of suppliers from four to three, with Pfizer significantly larger than its two remaining
competitors.

Equine joint-injected steroids can be used to reduce joint inflammation, treat
osteoporosis, and prevent lameness in horses. Pfizer has a 60 percent share of this $7.3 million
market, while Fort Dodge has a 40 percent share. The proposed acquisition would create a
monopoly in the market for equine joint-injected steroids in the United States.

. Entry

Entry into the manufacture and sale of the relevant animal health vaccine and
pharmaceutical markets would not be timely, likely, or sufficient in its magnitude, character, or
scope to deter or counteract the anticompetitive effects of the proposed acquisition. Developing
and obtaining United States Department of Agriculture approval (in the case of vaccines) for the
manufacture and sale of each of the relevant products can take as many as five years due to
substantial regulatory, technological, and intellectual property barriers. Similarly, obtaining
FDA approval (in the case of pharmaceutical products) can take five to seven years for a
currently developed product and as many as ten or more years for an entirely new product.

In addition to the regulatory, developmental, and manufacturing hurdles facing a
potential entrant, many of the markets at issue are characterized by particular conditions that
make new entry unlikely. For example, some products, such as vaccines for cattle, equine, and
companion animals, are particularly difficult to manufacture, have relatively small profit
opportunities, and have a high potential for adverse reactions and product failure. In other
markets, such as those for companion animal vaccines, a substantial initial investment is
necessary because veterinarians tend to purchase all their vaccines from a single supplier; as a
result, a new entrant must develop a large portfolio of vaccines in order to be a significant
competitor.

I\V. Effects of the Acquisition
The proposed acquisition would cause significant competitive harm to consumers in

the relevant U.S. markets for cattle, companion animal, and equine health products by
eliminating actual, direct, and substantial competition between Pfizer and Wyeth. The



V. The Consent Agreement

The proposed Cansent Agreement presaves competition in each of therdevant markets
alleged in the complaint byequiringthat Pfizr divest the following asets to Bho later tha
ten dag afterthe aquisition: all of the Brt Dodge assts relatingto killed cattle re



The propose remely also allows for th@appointment of amterim Trustegexperience
in obtaining egulatoryapprovdand the manwaictue of biolodcs, to overse the equirel
technology transfes. As patr of the proposg remely, Pfizer is rguired to executereageement
confaring all rights and powes necssaryfor the hterim Trustedo satisfyhis responsibilits
under theOrde to assuresuccasful divestitures. The Commission has appointed Dr. Stephen
J.D.Bell of Tunndl Consulting to be thelnterim Monitor and it is anticipated that hewill obtan
support and assistamfrom his colleage, Mr. Ao Millen. Themonitors will ensure that the
Commission remans informed aout the staus of the proposed dvestitures and asse tranders.

The purposef this analgis is b fadlitate public comment on the proposed Consent
Agreament, and it is not ieinded to onstitue an oficial interpretation of the pyposed Consent
Agreement or to modify its terms in any way.



