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Hazardous to Your Health:
How the Trump tax cuts to Big Pharma widen inequality and
undermine the health of women and girls
Overview
The promise of the 2017 US corporate tax makeover was that, in exchange for deep tax cuts,
US companies would invest, boost economic prosperity and create decent jobs. Any revenue
losses from the corporate tax cuts would pay for themselves, proponents claimed, through
economic growth and by tackling offshore corporate tax avoidance. But early evidence shows a
very different picture. Amid growing concern that the pharmaceutical industry’s pricing, tax and
lobbying practices are undermining the health of millions of people in the US and across the
globe, this briefing presents new findings on how the biggest corporate tax cut in a generation
has benefited four of America’s pharmaceutical giants. According to Oxfam’s analysis of their
end-of-year financial statements, Johnson & Johnson, Pfizer, Merck and Abbott Laboratories
seem to have received almost $7 billion last year from two central provisions in the new tax
code, which the companies used to increase payouts to shareholders while research and
development flat-lined. This corporate gain comes at a massive public loss, especially to the
health and well-being of women and girls.
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Executive Summary
Disease does not differentiate between rich and poor, but in the US and the world, medicines do.
By failing to pay their fair share in taxes and charging high prices for medicines, pharmaceutical
companies are ultimately denying access to health care and other essential public investments
so vital to combat gender, racial and economic inequalities in the US and around the world.
In advance of Tax Day in the United States, there’s a growing concern that the pharmaceutical
industry’s exorbitant pricing, tax avoidance and lobbying practices are undermining the health of
millions of people in the US and across the globe. This briefing presents new findings on how the
biggest corporate tax cut in a generation—the 2017 Tax Cuts and Jobs Act (TCJA)—has
benefited four of America’s pharmaceutical giants. This follows Oxfam’s Prescription for Poverty
study released last year, which revealed that Johnson & Johnson (J&J), Merck, Pfizer and Abbott
Laboratories may have underpaid $3.7 billion in taxes annually around the world by systematically
shifting their profits to overseas tax havens between 2013 and 2015. Of that, the US may have
lost $2.3 billion annually to just these four companies’ profit-shifting practices.1
The promise of the 2017 US corporate tax cuts was that, in exchange for deep tax cuts, US
companies would invest, boost economic prosperity and create jobs. Any revenue losses from
the corporate tax cuts would pay for themselves, proponents claimed, through economic growth
and by tackling offshore corporate tax avoidance. While it’s still early, there is very little evidence
that these four US pharmaceutical companies have ended their use of offshore tax havens or
meaningfully invested in the US, according to Oxfam’s analysis of their end-of-year financial
statements. What’s more, Johnson & Johnson, Pfizer, Merck and Abbott Laboratories seem to
have received almost $7 billion last year from two of the main provisions in the new tax code ($1.7
billion from the corporate tax rate cut and $5.3 billion from the tax break on previously untaxed
offshore earnings). Pfizer topped the list with an estimated $2.8 billion in tax savings, followed by
Johnson & Johnson at $2.5 billion, Merck at $1.2 billion and Abbott at $473 million.
This corporate gain comes at a massive public loss, especially to the health and well-being of
women and girls. When health care funding is cut due to tax shortfalls, families lose medical care,
and can be driven into poverty by health care debts. When health systems are under-funded,
women and girls’ own rights to health are placed in jeopardy while at the same time they are
asked to step into the breach to provide unpaid care for their sick loved ones—compromising their
own health and their prospects for education and employment. What’s more, when governments
and US states are deprived of corporate tax revenues, they often seek to balance the budget by
raising consumption taxes, which tend to take a larger bite out of the income of poorer women.
This is what happens when tax money, which could have been spent on the public good, is
diverted to some of the world’s most profitable firms. For perspective, the $6.9 billion in tax breaks
that just these four companies received in 2018 could have paid for any one of these programs
so vital to combatting economic and gender inequality:
•

Health insurance for more than two-thirds of the 3.8 million children in the US still left
uninsured.2

•

Almost doubling the comprehensive efforts to end the opioid crisis in the US, which killed
almost 50,000 Americans in 2017 alone.3

•

Increasing, by almost one-fifth, the National Institutes of Health budget, which facilitates
essential research to develop new life-saving and life-enhancing medicines.4
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•

A comprehensive cervical cancer prevention and immunization program for 50 million
10-year-old girls and more than 750 million women of screening age in low- and middleincome countries for five years.5

•

Doubling the budget of the US President’s Emergency Plan for AIDS Relief (PEPFAR),
which supports life-saving HIV treatment for more than 13.3 million people around the
world.6

•

Covering almost 20% of the financing gap to meet universal health coverage in 67
poorer countries, which could save 97 million lives.7

Just using one company as an example, the estimated $2.5 billion tax giveaway the US
government granted to Johnson & Johnson could have provided a six-month course of the
company’s drug, bedaquiline, to all those suffering from multidrug-resistant tuberculosis (TB)
seven times over.8 Alternatively, J&J’s 2018 tax breaks alone could have funded two times over
the longer WHO-recommended drug regimen for the estimated 558,000 people suffering from
multidrug-resistant TB for whom these new drugs remain stubbornly out-of-reach.9
Another one of the central fables of the US corporate tax makeover was that by allowing pharma
giants to keep more of their earnings, these companies would choose to spend that extra cash in
research and development (R&D), thereby creating a pipeline of life-saving and life-enhancing
drugs. Despite the promises, the four drug companies prioritized investor payouts in the form of
stock buybacks and dividends ($52 billion) over research and development ($31 billion). Pfizer
and Merck, in particular, have aggressively bought back their own stock, repurchasing $12 billion
more in the full first year of the US corporate tax overhaul than in 2017. Their R&D spending,
meanwhile, flat-lined.
Big Pharma is not alone in using their new cash to maximize the value of their stocks and returning
much of their new cash to investors. This story is very much symptomatic of a much broader set
of laws and policies found in the tax code, intellectual property protections, corporate governance,
and anti-trust regulations that set companies in pursuit of the single-minded short-term goal of
paying their investors and executives at any cost.
And it is no mystery who benefits most from this set of “shareholder first” rules that oblige
companies to increase return to investors at almost all costs. The richest 10% of Americans now
own 84% of all stocks.10 Men own significantly more equity in US companies than women: for
every $1 in company equity held by men, women hold 47 cents.11 Racial gaps in the US stock
market are also staggering,12 with white Americans benefitting from a larger return on investment
because they hold more stock than African-Americans and Latinos.13 Given the pre-existing
wealth inequalities in the US, low-income people, women, and people of color lost out
disproportionately from the record levels of stock buybacks during the first operative year of the
TCJA. Poorer women of color face a triple threat. In the end, it is the most well-off in our
economy—disproportionately rich white men—who benefit most when companies distribute
excess capital from tax giveaways to shareholders and senior executives.
It wasn’t always this way, and it shouldn’t have to be this way. As with most drivers of inequality,
aggressive tax avoidance, exorbitant drug prices and distortive lobbying are not natural
phenomena. They result from deliberate choices made by companies and by the politicians who
do their bidding. Changes in company practices and policy changes can therefore make a huge
3

difference in the lives of people, especially low-income women and girls of color who bear the
brunt of these injustices.
We need to remember that Big Pharma still depends on the good will of the public. Without our
taxpayer dollars, these companies would lack the research, the legal and patent protection as
well as the healthcare market to exist at all. Working together, governments, companies, investors
and ordinary people have the potential to make our economy work for the many, not just the few.
Toward that end, we call on the US government to:
Restore public confidence in the tax system by requiring multinational companies to be
fully transparent—by requiring companies to publish country-by-country tax and financial
reports.
Create a level playing field by ensuring large multinational companies pay their fair share
of taxes where economic activity takes place—rather than shifting the tax burden onto
consumers and workers.
Commission an independent evaluation to assess and address the TCJA’s impacts on
inequality in the US and abroad.
Ensure policies that enable access to affordable medicines in the US and around the
world.
And we call on companies to:
Act more transparently—by publishing their full country-by-country reports of the tax and
financial information necessary for the public to understand and assess the company’s tax
practices.
Pay their fair share—by publicly committing to pay tax on profits where economic activity takes
place and to stop shifting profits to low-tax jurisdictions.
Use their influence responsibly—to shape a more equitable tax system for sustainable and
inclusive growth.
Commit to transparency as a necessary step to enable access to affordable medicines
for all by publicly declaring actual spending—on R&D, production, and marketing of
medicines and pledging full transparency on medicine prices, clinical trial results, and patent
information.
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Introduction
Today, cutting-edge scientific breakthroughs are advancing human health worldwide, with
medicines being developed to prevent so many avoidable deaths. World leaders are committed
to universal health coverage and access to medicines in order to achieve Sustainable
Development Goal 3 on health—and many of these aims are within reach by 2030. Together,
these big leaps have the potential of radically diminishing health and economic inequalities, while
making new strides to tackle maladies faced particularly by women. By doing so, these
developments can both uplift women’s health rights while relieving the unpaid care burden women
and girls face on a daily basis to look after their sick loved ones. By freeing millions of women in
the US and around the world to pursue their highest potential in life, everyone benefits.
Oxfam’s Prescription for Poverty research findings, released in September 2018,14 documented
how four pharmaceutical corporations—Johnson & Johnson (J&J), Merck, Pfizer and Abbott
Laboratories15—seem to be systematically stashing their profits in overseas tax havens. This
appeared to deprive rich and poor countries alike of $3.7 billion in annual revenue in the period
2013-2015. Of that, the US lost $2.3 billion annually to just these four companies’ profit-shifting
practices: money that was urgently needed to meet the health needs of people in the US and
around the world.
The very business models of these pharmaceutical companies rely, to a large degree, on taxpayer
money, which pays for essential front-end research at the National Institutes of Health,16 protects
their prized patents and other intellectual property, subsidizes various business, charitable and
marketing activities, and pays for large swaths of the prescription drug market through publiclyfunded programs such as Medicare, Medicaid and the Veteran’s Administration. Yet, when they
avoid or underpay their taxes, these same companies fail to pay back into the system that sustains
them. Women—particularly women of color—too often pay the steepest price as they are more
likely to pay out of pocket for medicines,17 more likely to delay access to treatment when cost is
implicated,18 more likely to bear the burden of care when loved ones can’t afford medicines, and
often end up paying more than their fair share in consumption and sales taxes to fill in the funding
gap caused by corporate tax avoidance.
After the significant changes to the US corporate tax code enacted in President Trump’s Tax Cut
and Jobs Act (TCJA) in December 2017, Oxfam combed through the 2018 financial statements
of these same four companies to understand how they made out. This analysis provides a
preliminary assessment of some of the most pronounced effects of the US corporate tax
makeover during its first operative year of 2018.19 While the data is not sufficient enough to know
the precise impact of the US corporate tax changes, and one year is not long enough to arrive at
any definitive conclusions, this preliminary evaluation does paint a compelling initial picture of the
impact of the new US corporate tax regime.
Tax breaks have enormous consequences in the fight against inequality
When passing the largest tax overhaul in a generation, President Trump and Republican tax
policy-makers heralded a new day. US companies would receive deep tax cuts, which would in
turn drive business investment, boost economic prosperity and create jobs. Any revenue losses
from the corporate tax cuts would pay for themselves, proponents argued, through economic
growth and by ending profit-shifting and other forms of offshore corporate tax avoidance.20
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The New Rules of the Game for Taxing Multinational Companies in the US
Enacted in December 2017, the Tax Cuts and Jobs Act transformed the US corporate tax landscape, introducing a
‘carrot and stick’ approach to taxing multinational companies, specifically:21
Carrots to incentivize multinationals to leave tax havens and bolster US operations, assets and profits:
•

A reduction in the corporate income tax rate from 35% to 21%

•

The new tax rules effectively exempt any non-US earnings from being taxed in the US, and include a
‘transitional’ tax on past, offshore earnings to be paid over 8 years at a heavily discounted rate (8% or
15.5%)22

•

The Foreign Derived Intangible Income (“FDII”) deduction, which aims to incentivize the development and
ownership of intellectual property in the US by providing a reduced tax rate on the US taxpayer’s foreign
derived intangible income

Sticks to discourage US firms from shifting profits offshore:
•

The Global Intangible Low-Taxed Income (“GILTI”) provisions, which essentially impose a minimum level
of tax on the profits of certain foreign subsidiaries of US multinationals. The GILTI provisions effectively
apply a minimum 10.5% tax rate on the subsidiaries’ income23

•

The Base Erosion and Anti-Abuse Tax (“BEAT”) effectively introduces a minimum tax on US corporate
taxpayers with greater than $500 million in annual receipts of 5% (in 2018) and 10% (up to 2026) after
excluding specified ‘base eroding’ deductible expenses that are payable to foreign affiliates

On the first Tax Day after a full year of operation, there is very little evidence that the basic claims
behind the US corporate tax cuts are anything but fictions and fables—with enormous
consequences in the fight against inequality.
Vanishing corporate tax revenue in the US
Despite the promises, President Trump’s corporate tax cuts are not paying for themselves. With
a strong economy, record corporate earnings,24 low inflation and low unemployment, experts
predicted that overall Federal tax revenue should have grown by 7% in 2018, all else being
equal.25 Instead, overall tax revenue dropped 0.4% in 2018.26
FIG. 1: TCJA Deepens Decline in Corporate Tax Share
9000

13%
12%
11%
10%
9%
8%
7%
6%
5%
4%

8000
7000
6000
5000
4000

Corporate Profits Before Tax ($ billions) (Source:
FRED)
Corporate Income Tax (% of Total Revenue)
(Source: CBO)

Corporate tax payments, for their part, declined
dramatically after passage of the TCJA,
dropping an astounding 31% last year—the
second largest drop since the government
began tracking the data. The only other time
corporations paid less from one year to the next
was during the 2008/09 financial crisis. 27
With a booming economy and record profits,
companies paid 92 billion dollars less in tax in
2018 than in 201728—largely due to the
corporate tax makeover.
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In one single year of operation of the tax cuts, the share companies pay of the overall US tax
revenue dropped precipitously from 9% to 6%.29 Individuals and workers, for their part, were
forced to pay more of their share to the total tax take in payroll and personal income taxes.30
Lower tax revenue outside the US
Fewer taxes means less investment in America’s schools, hospitals and people. But it is not only
the American people who suffer from tax revenue losses. International Monetary Fund (IMF)
researchers estimate that the new US corporate tax regime could exacerbate an international
race to the bottom, depleting tax revenues other governments of the world raise from multinational
companies. Through a combination of profit-shifting, business relocations, and policy reactions—
such as other governments responding by lowering their own rates—could cause a decrease in
tax revenue, among foreign governments, averaging 4.5% to 13.5%.31 Some countries face
disproportionate revenue risks from the US tax changes. Mexico, for example, with high trade
exposure to the United States, could lose over 30% of its already-dwindling multinational tax
revenue because of the US corporate tax makeover.32 While these are tentative estimates, the
overall direction seems clear: the US corporate tax cuts may well be causing the spillover effect
of depriving many countries of sufficient revenue to invest in the public services they need to
combat gender and economic inequality, and to invest in human rights.33

Pharma freebies: Company filings reveal financial boon for US
drug companies
The pharmaceutical industry has long profited from the broken tax rules, and would have been
one of the biggest losers from any true tax reform that ensured companies pay their fair share
and vigorously tackled offshore tax avoidance. Yet, Oxfam’s new findings of what actually
occurred since the passage of the TCJA paint a different picture. This Tax Day, the practices of
these four companies open a window into how President Trump’s corporate tax cuts may well be
accentuating inequality.
One year in, Johnson & Johnson, Pfizer, Merck and Abbott seem to have benefitted significantly
from the corporate tax breaks. In 2018, these pharmaceutical giants together enjoyed an
estimated $7 billion in tax breaks from two main provisions of the TCJA, according to Oxfam’s
preliminary analysis of the companies’ end-of-year financial statements.34 If these companies are
any indication, the corporate tax makeover appears to have done little so far to discourage the
types of aggressive tax planning practices which cost taxpayers around the world billions of
dollars every year.
After repeated requests, these four companies still hesitate to publish their country-by-country tax
and financial reports (CBCR), making it next-to-impossible to fully understand how much they pay
in taxes, and where. The financial information that is available is a bit like a 10,000-piece jigsaw
puzzle strewn across the floor. Putting parts of the pieces together takes time and careful attention
to detail, and we can never be sure of the complete picture in any depth. Yet looking deep into
the companies’ 10-K statements to the Securities and Exchange Commission (SEC), what
emerges begins to paint a gripping picture.
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Pharmaceutical companies on the whole paid billions less in tax in 2018
Despite the Trump administration’s promises to use a carrot and stick approach to taxing
multinational companies, these four pharma companies have mostly enjoyed the 2017 corporate
tax overhaul as an extra-sweet carrot cake. Let’s explore how the companies have benefitted
from the post-TCJA sugar high.
For a big picture sense of what’s happened, we look to the companies’ global effective tax rate
(ETR), as reported in their 2018 SEC filings. Adjusting for the one-off impacts of the TCJA,35 we
estimate that three of the four companies’ global effective tax rates decreased, sometimes
significantly.36 In 2018, the actual rate Pfizer paid in tax globally across all its operations dropped
from 20% over the five year average pre-TCJA down to 11%, according to these estimates.
Johnson & Johnson and Abbott also seem to have dropped to 16.7% and 14.2%, respectively—
lower than their effective rates in both 2017 and their 5-year average pre-TCJA. Merck is an outlier
in this context, paying a higher global effective tax rate in 2018 than in 2017. While the global
ETR is affected by a number of external events (e.g., changes to tax laws or tax rates around the
world), a major driver of these trends arguably is the TCJA, which significantly changed tax
outcomes as a result of both US and global operations.
FIG. 2: J&J GLOBAL EFFECTIVE TAX RATE

FIG. 4: PFIZER GLOBAL EFFECTIVE TAX RATE
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FIG. 5: ABBOTT GLOBAL EFFECTIVE TAX RATE
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SOURCE: Oxfam analysis of companies' end-of-year 10-K financial statements filed at the Securities and Exchange Commission
(SEC).
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After exploring this bigger picture of how much tax these companies paid globally, let’s now zoom
into how specific elements of the US corporate tax makeover affected these companies’ tax
payments in the US. Publicly available data does not permit a perfect estimation of the overall
impact of the TCJA on these companies. In particular, the companies’ 10-K reports do not provide
sufficient information to understand the positive nor negative effects of the partial foreign earnings
exemption, the FDII, GILTI and BEAT provisions. That being said, we can derive the impact of
the rate cut specifically in a two-step process. First, we determine the companies’ taxable income
in the US in 2018. While this figure is not specifically disclosed in the companies’ 10-K statements,
we estimate it using other available data.37 We then compare this US taxable income to the
change in the US corporate tax rate from the previous 35% to the current 21% (a 14% drop).38 As
a direct result of the cut in the corporate tax rate, we estimate that these four companies paid $1.7
billion less in tax in 2018.
FIG. 6: Estimated US tax break to four pharmaceutical companies from rate cut

COMPANY

ESTIMATED US
TAXABLE INCOME
IN 2018 (MILLIONS US$)

TAX RATE
DIFFERENTIAL

2018 ESTIMATED
TAX CUT IN US
(MILLIONS US $)
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14.0%
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14.0%

357
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3,181

14.0%

445

Abbott

N/A39

14.0%

N/A

Total

1,659

SOURCE: Oxfam analysis of companies' end-of-year 10-K financial statements filed at the SEC.

Breaking the Treasury: Big tax breaks on offshore profits
For decades, US companies have stockpiled masses of profits offshore—to the tune of $2.6 trillion
by 2017.40 They did this by taking advantage of the previous tax rules which only triggered US tax
on the profits of foreign subsidiaries when those profits are repatriated to the US-based parent
company (for example, through a dividend). The pharmaceutical sector—with high profits
protected by intellectual property rules—has been one of the leaders in this game, with the four
largest US pharmaceutical companies reportedly holding $352 billion in profits offshore.41 Pfizer’s
$199 billion held offshore was the second most of any US corporation.42
Under the TCJA, these companies are finally forced to pay a one-time ‘transition’ tax on these
offshore profits incurred over the prior decades. But there’s a catch. Rather than taxing these
earnings at the rate when they were made (35%), the new US corporate tax regime taxes them
at a steeply discounted rate (8% or 15.5%43). The companies are also given eight years to pay
back these unpaid taxes.
Looking carefully at the 2017 and 2018 financial reports, these four drug companies report an
amount of their previously un-taxed offshore profits earned in previous years.44 We conservatively
assume that this transition tax liability was based on all the earnings being taxed at 15.5% rather
than the lower 8% rate. We then estimate how these earnings would have been taxed at the preTCJA rate to come up with a one-time tax break stemming directly from the US corporate tax
overhaul.45
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FIG. 7: Estimated Tax Breaks on Previously Untaxed Offshore Earnings

COMPANY
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Abbott

3,010

6,797
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Total

30,810

76,345

42,535

5,317

SOURCE: Oxfam analysis of companies' end-of-year 10-K financial statements filed at the SEC.

If Congress and the President had asked these four pharmaceutical giants to pay tax in full on
their past offshore profits, these companies would have paid $42.5 billion more in taxes. If spread
out over the eight years they are given to pay,46 this would be equivalent to $5.3 billion per year
in tax breaks, that is to say, lost public revenue in the US.
Tax havens a thing of the past?
One of the central motivations of the US corporate tax changes was to curtail offshore tax abuse,
and encourage companies to move capital, operations and profits out of tax havens and to the
US. This section evaluates how the TCJA has changed the tax rules of the game in ways which
clamp down on offshoring by companies like Johnson & Johnson, Merck, Pfizer and Abbott.47
In the case of these four drug companies, has the US corporate tax overhaul slowed the shifting
of profits to other low tax jurisdictions? It will take time for companies to adjust their international
tax practices to the new tax law, and so we cannot know for sure the ultimate effects for years to
come. But we can make some preliminary assessments from what we observe at this early stage:
the problem of offshore tax avoidance is not going away any time soon.48
To understand the effects on profit-shifting practices of these four companies, we first compare
their US profit margins to those around the world. If the tax changes achieved their stated aims,
one would expect to see an increase in the US profit margins and a decrease in the international
profit margins, especially in low-tax jurisdictions. While this is a rough metric given the lack of
2018 subsidiary data, it gives a good sense of the overall direction. Oxfam is not accusing the
drug companies of doing anything illegal, and there are valid reasons why profit margins vary
across countries. That being said, the pattern is significant. For three of the four companies
(Johnson & Johnson, Pfizer and Abbott) there are huge discrepancies between their high
international profit margins and their relatively low US profit margins in 2018. The gap has been
widening in recent years, with only a very slight change to this trend in 2018 for Johnson &
Johnson49 and Pfizer. From this first piece of evidence, the TCJA is so far not that effective at
combatting offshore corporate tax avoidance.
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FIG. 8: J&J PROFIT MARGINS

FIG. 9: PFIZER PROFIT MARGINS
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FIG. 10: MERCK PROFIT MARGINS
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FIG. 11: ABBOTT PROFIT MARGINS
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As a second indicator, we look to see if the new tax rules changed the tax structures these
companies use to shield and significantly diminish their tax liabilities in the US and around the
world. Put simply, are the companies still taking advantage of tax havens? The four
pharmaceutical companies provide very limited information in their end-of-year financial
statements about their global tax planning practices. Yet, what is uncovered shows some trends.
Of the 83 new subsidiaries these companies created in 2018, 22 were in tax havens.50 This
indicates that Big Pharma’s extensive use of tax havens has not come to an end.
Finally, despite a central stated aim of the US corporate tax changes being to create a boom in
new investment and manufacturing in the US, the actual results in the companies’ financial
statements so far are not encouraging. While it is still early as it will take time to change longstanding practices, Johnson & Johnson’s assets in the US seems to have decreased, in particular
its intangible assets,51 which are easier to relocate than tangible assets like plants. That big
manufacturing boom? Merck and Pfizer increased their reported property plant and equipment by
3% and 2%, respectively. What’s more, the US imported more drugs from tax havens in 2018
than any year on record. The biggest source of pharmaceutical imports in 2018? Ireland and
Switzerland.52 It is reasonable to conclude that—based on the limited information available—there
is very little evidence yet that these pharmaceutical companies are investing inside the US, nor
out of tax havens, as a result of the TCJA.
11

With the data available in the 10-Ks then, there is little evidence to show that the US corporate
tax changes have had a meaningful impact on corporate tax avoidance by these four global drug
companies. While it is still early, the huge discrepancies between high international profit margins
and relatively low US profit margins remain for most of the companies. The revenue shares
between the US and international sides of the business remain consistent, and there is still little
evidence that the companies have increased their US holdings of tangible or intangible assets.
The data provides no indication that the four pharmaceutical groups are either bringing revenue,
assets or profits back to the US, nor rethinking structures that involve tax havens or low tax
jurisdictions abroad. If that remains true, then one can expect the companies to continue to avoid
paying billions of dollars in tax through many of the same tax tricks exposed in Oxfam’s findings
from last fall’s Prescription for Poverty report. 53
Bringing it all together
In sum, Oxfam’s analysis of the companies’ financial statements uncovered that, together, the
four companies seem to have received a $1.7 billion windfall from tax rate cuts in 2018, with
Johnson & Johnson at the top enjoying a $856 million tax cut, Merck $357 million and Pfizer $445
million. Factoring in the tax break the companies received on their deferred, previously un-taxed,
offshore earnings, Oxfam estimates that the four companies will pay $5.3 billion less per year
over the next eight years as a result of the US corporate tax changes. These four companies
alone thus appear to be paying almost $7 billion per year less in taxes as a result of these two
central changes embedded in the US corporate tax overhaul.
FIG. 12: Estimated Tax Breaks Stemming from the 2017 US Corporate Tax Overhaul
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SOURCE: Oxfam analysis of companies' end-of-year 10-K financial statements filed at SEC.

These pharma giants are certainly not the only examples of multinational companies benefitting
from the new US corporate tax regime, and they may not even be the worst offenders. But these
billion-dollar tax giveaways—in parallel with the ease with which multi-billion-dollar companies
like these take advantage of tax havens to reduce their tax contributions—provide a microcosm
of the extent to which the wealthiest in our world play by an entirely different set of rules—with
profound consequences.
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The Human Price of Pharma Tax Breaks
Oxfam estimates illustrate how four big pharma companies received substantial tax breaks from the 2017
Tax Cuts and Jobs Act. But this gain to the companies comes at a massive loss to the public, especially the
health and well-being of women and girls. Once available to the public in the form of US tax revenue, there
are immense opportunity costs to what this money could have been spent on.
For perspective, the $7 billion in tax breaks just these four companies received in 2018 could have paid for
any one of these programs so vital to combatting economic and gender inequality:
Domestically:
•

Health insurance for more than two-thirds of the 3.8 million children in the US still left uninsured, an
important source of coverage for children of color and their mothers.55

•

Quality early childhood education for around 827,000 low-income children by funding 79% of the
Head Start program budget,56 in turn benefitting the mothers of these children.

•

Doubling the entire annual budget of the Maternal and Child Health Block Grant, which provides
essential funds for health issues ranging from women’s health to newborn screenings to
immunizations so children can attend school.57

•

Almost doubling comprehensive efforts to end the opioid crisis, which killed almost 50,000 people in
2017 alone58 and contributed to a decline in US life expectancy for the third straight year.59

•

Increasing, by almost one-fifth, the National Institutes of Health’s budget, which facilitates essential
research to develop new life-saving and life-enhancing medicines.60

Internationally:
•

A comprehensive cervical cancer prevention and immunization program for 50 million 10-year-old
girls and more than 750 million women of screening age in low- and middle-income countries over
five years.61

•

Doubling the budget of the US President’s Emergency Plan for AIDS Relief (PEPFAR), which
supports life-saving HIV treatment for more than 13.3 million people around the world.62

•

Increasing by five-and-a-half-fold US Official Development Assistance on gender equality
programs.63

•

Covering almost 20% of the financing gap to meet universal health coverage in 67 developing
countries, which could save 97 million lives.64

Around 10 million people in our world today live with tuberculosis (TB). Over one million lost their lives from
TB-related deaths in 2017,65 making it the number-one infectious disease killer in the world. Exacerbating
this epidemic is the rise of multi-drug-resistant TB (MDR-TB) among an estimated 558,000 people.66
Growing evidence shows that newer drugs, especially bedaquiline produced by Johnson & Johnson, could
significantly improve outcomes and dampen side effects. Yet, these new drugs remain stubbornly out-ofreach for 90% of eligible people. 67
But this is not inevitable. The estimated $2.5 billion tax giveaway the US government granted to Johnson &
Johnson could have provided a six-month course of bedaquiline to all those suffering from multi-drugresistant TB seven times over.68 What’s more, J&J’s tax breaks alone in 2018 could have funded two times
over the longer WHO-recommended treatment regimen for MDR-TB for everyone suffering from multidrugresistant TB. 69
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Pharma freeloading: Patients and the public lose while drug
companies spend tax breaks on investor and executive payouts
The four pharmaceutical companies analyzed here have received significant tax breaks from the
US corporate tax overhaul, according to Oxfam estimates, with no evidence of diminishing
offshore tax avoidance. But how have they used the fresh cash from their tax cuts? Have they
invested what once was taxpayer money to create better and more affordable medicines?
One of the central fables of the US tax remodel was that by allowing companies to keep more of
their earnings, these pharmaceutical companies would choose to invest that fresh cash in R&D
and in capital investments, thereby innovating life-saving drugs and boosting overall economic
prosperity. In an historic hearing on drug pricing in February of this year, members of the US
Senate Finance Committee grilled pharma executives on whether they’ve used their new tax
breaks to lower the costs of prescription drugs. Johnson & Johnson’s Worldwide Chairman for
Pharmaceuticals, Jennifer Taubert, testified that the tax cuts “provided us the opportunity to invest
an incremental $30 billion in R&D and capital investments in the US over the next four years. We
think that’s the best way for us to deliver for patients.”
But how has the rhetoric held up to reality? Let’s dive into the numbers from the four companies’
own financial statements to assess if increased R&D has indeed been the priority.
Shareholders first, patients on the margins: Payouts boom while R&D stalls
Despite their promises over the past 18 months, three of the largest US drug companies reported
in their 2018 financial statements that they’ve spent much more in investor payouts in the form of
stock buybacks and dividends than in research and development.
Over the last decade, Johnson & Johnson, Merck, Pfizer and Abbot Laboratories spent, on
average, $38.6 billion on investor payouts each year, while spending an average of $29 billion on
R&D annually. Peeking into their financial statements for 2018, the first year of the US corporate
tax cuts, reveals that these four companies, as a whole, distributed even more to their investors,
while spending on R&D flat-lined. According to the companies’ own 10-K financial statements,
they together spent $31 billion on research and development, basically stable in size since 2017.
Yet, in the same year the companies spent $52 billion on payouts to shareholders in the form of
dividends and buybacks—two-thirds more than their R&D spending.70 That is, these four
companies spent $21 billion more in paying out to investors than they did on R&D in the first full
year of the new US corporate tax regime.
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FIG. 13: Pharmaceutical company spending on stock buybacks, cash dividends, and
research & development in 2018 (billions US$)

COMPANY

REVENUE

STOCK
BUYBACKS
(BB)

CASH
DIVIDENDS
(DV)

INVESTOR
PAYOUTS
(BB + DV)

R&D

PAYOUTS
AS % OF
REVENUE

R&D AS
% OF
REVENU
E

J&J

81.6

5.9

9.5

15.4

10.8

18.9%

13.2%

Pfizer

53.7

12.2

7.9

20.1

8.0

37.4%

14.9%

Merck

42.3

9.1

5.2

14.3

9.8

33.8%

23.2%

Abbott

30.6

0.2

1.9

2.1

2.3

7.0%

7.5%

208.2

27.4

24.5

51.9

30.9

24.9%

14.8%

Total

SOURCE: Oxfam analysis of companies' end-of-year 10-K financial statements filed at SEC.

While this trend toward prioritizing payouts over R&D has wavered over time across the
companies, both Pfizer and Merck have increased their investor payouts quite aggressively since
the passage of the US corporate tax overhaul. Together, their stock buybacks jumped over $12
billion in 2018 while their R&D flat-lined.

FIG. 14: PFIZER INVESTOR PAYOUTS VS. R&D

FIG. 15: MERCK INVESTOR PAYOUTS VS. R&D
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FIG. 16: J&J INVESTOR PAYOUTS VS. R&D

FIG. 17: ABBOTT INVESTOR PAYOUTS VS. R&D
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Of course, these simple comparisons between investor payouts and R&D do not tell the full picture
of company priorities. The current rules of today’s US economy compel all publicly-listed
companies to maximize shareholder value as a first priority of business, so it’s unsurprising that
companies would return some of their new cash from a massive tax cut to investors. The
pharmaceutical sector is not alone in this respect, but symptomatic of a much broader set of laws
and policies found in the tax code, intellectual property protections, corporate governance, and
anti-trust regulations that set companies up toward the almost single-minded pursuit of short-term
investor payouts.71
R&D spending is also not a perfect metric for efforts to increase the affordability of medicines to
all. Pharmaceutical companies remain, for the most part, silent on what they actually spend their
R&D budgets on. Are they dedicated to developing the most effective medicines to fight key
diseases, or instead on developing the most profitable products? Are these R&D budgets invested
in diseases more common in low- and middle-income countries or where the biggest markets
are?72 Is the R&D money invested in medicines which respond to the material, and sometime very
different, needs of women and girls? These remain unanswered questions. For this analysis, we
take at face value the claims that company R&D is a key determinant in efforts to provide for more
affordable medicine.
So while these comparisons don’t tell the whole picture, it is no mystery who benefits most from
a set of rules which compel companies to increase return to investors at almost all costs. The
richest 10% of Americans now own 84% of all stocks.73 Men own significantly more equity in US
companies than women. For every $1 in company equity held by men, women hold 47 cents.74
Racial gaps in the US stock market are also staggering,75 with white Americans benefitting from
a larger return on investment because they hold more stock than African-Americans and
Latinos.76 Given these existing wealth inequalities, low-income households, women and people
of color (and especially low-income women of color) in the US lose out disproportionately from
the record levels of stock buybacks during the first operative year of the TCJA.
In the end, it is the most well-off in our economy—disproportionately rich white men—who benefit
most when companies distribute their excess capital from tax cuts to investors. If you care about
growing inequalities, stock buybacks are particularly concerning as they, in contrast to dividends,

16

can allow trillions of dollars of stock market gains, held by the richest of US billionaires, to escape
federal income taxation altogether.77
A year into the US corporate tax makeover, evidence from the companies’ very own financial
statements illustrate that some of the most profitable US drug companies have used their record
profits (derived from publicly-funded research, taxpayer-funded patent protection, overly-prized
drugs paid for with public funds, and significant tax breaks) not so much to prioritize investment
in innovation, but to assuage their investors, and their senior executives—to which we now turn.
Senior executive pay
One reason why stock buybacks are so popular with corporations is the loophole written into the
1996 US law on executive compensation. While the intent of the law was to rein in runaway CEO
pay, the loophole allowed for unrestricted “performance pay,” with performance measured by
increases in the price of company stock. Buybacks give a boost to stock prices by reducing the
total number of available shares. Most outrageously, performance pay for executives was
deductible from the companies’ taxes—an element that was thankfully eliminated in the 2017 tax
law.
Needless to say, drug company executives are some of the highest-paid executives around,
making multiple millions annually, much of it through stock-based compensation. Pharmaceutical
CEOs’ average compensation in 2015 was $18.5 million, 71% greater than the median earned by
executives in all industries.78 Even while Pfizer hiked the price of dozens of drugs in 2017, the
compensation of its former CEO Ian Read jumped by 61%, putting his total compensation at more
than $26 million.79 His deal is indicative of how CEO pay is structured to make stock price the
measure of success. His massive compensation for 2017 also included $13.1 million in stock
linked to financial goals and stock price, in addition to an $8 million “special equity award” linked
to a rise in the company’s stock.80 If factoring in the actual realized gains of this stock received,
Mr. Read’s total compensation in 2018 was closer to $47 million.81 Johnson & Johnson’s CEO
was paid $20.1 million last year, according to the company’s proxy statement, seemingly down
from the $29.8 million reported in 2017. Yet, after further analysis, based on the actual realized
gains of stock in the period, his pay actually increased 55% from 2017 to $46.4 million in 2018.82

Buying Back and Cashing Out: How one Pharma Executive Personally Benefitted
during a Surge in Buybacks following the Tax Cuts and Jobs Act
In late 2017, Merck announced $10 billion in stock buybacks. In October, 2018, the company announced it would
spend another $10 billion repurchasing its own stock. Another funny thing started happening. Throughout this period,
and as the stock price rose, Merck CEO Kenneth Frazier began aggressively selling stocks he received as part of
his compensation package. In less than nine months of a very busy buyback period, Merck’s CEO has sold an
astonishing $110 million of stock.83
Transaction
Date

Shares
Sold

Average
Share
Price

Value of
stock sold

7/31/2018

228,091

$65.00

$14,826,691

9/18/2018

279,851

$70.08

$19,611,818

10/2/2018

279,850

$72.07

$20,168,258
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2/5/2019

231,566

$78.08

$18,079,654

2/15/2019

135,613

$80.03

$10,853,106

2/21/2019

95,953

$80.01

$7,677,541

3/4/2019

20,105

$82.00

$1,648,684

3/13/2019

18,725

$82.00

$1,535,454

3/20/2019

192,736

$82.05

$15,813,372

Total

$110,214,578

SOURCE: SEC Form 4 at https://www.secform4.com/insidertrading/310158.htm

This episode paints a vivid picture of how company managers can personally enrich themselves during stock
buyback periods. This mirrors a concern first brought to light by SEC Commissioner Robert Jackson in his analysis
of inside selling in companies across the country: that stock buybacks “give executives an opportunity to take
significant cash off the table, breaking the pay-performance link.”84
Oxfam is not implying that Mr. Frazier was involved in any illegal activities. Indeed, this CEO is playing by a set of
rules and policies that are rigged in his favor, in contrast to ordinary workers who have no chance at these sorts of
games. Cases like this one are also emblematic of a deeper story about the US economy: companies in all sectors
are becoming more extractive than productive.85 The fact that Merck’s CEO cashed out over $110 million during a
significant spike in company share repurchases (see Fig. 15 above) also throws up warning signs for policy-makers
and investors as to the intention, and ultimate effect, of the company’s stock buyback program, which surged since
the 2017 tax reform.
In response, Oxfam is working with investors to require enhanced oversight over inside selling during stock buyback
periods.

It cannot be understated that the very business models of these pharmaceutical companies rely
on public will in the form of taxpayer money, which pays for essential front-end research at the
National Institutes of Health,86 protects the prized patents and other intellectual property,
subsidizes various business, charitable and marketing activities, and pays for large swaths of the
prescription drug market through publicly-funded programs such as Medicare, Medicaid and the
Veteran’s Administration.
With so much economic anxiety across the US today, continuing to rely on offshore tax avoidance,
while distributing so much of their 2018 tax giveaways to investors and already-high-net wealth
executives, does not seem like a winning, long-term strategy for these companies. But what does
public outrage matter if the corporations control the politics?
Power in politics
Power is, of course, the lynchpin which allows companies to rig the tax and intellectual property
rules in favor of profit and payouts at the expense of patients and the public. Tax avoidance, rentseeking and price-gouging by drug companies are symptomatic of the fundamental political
inequalities in influence between the pharmaceutical sector and the public.
In 2018, the pharmaceutical industry altogether spent $172 million to empower themselves
politically through lobbying, on par with what they invested politically in 2017, and $24 million
more than the average over the previous five years. In 2018, the Pharmaceutical Research &
Manufacturers of America (PhRMA), the industry’s largest trade association, increased its direct
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political lobbying by 8% to a record $27.9 million. While no health legislation was being seriously
considered in 2018, a new trade agreement was negotiated and signed with Mexico and Canada
that includes the strongest monopoly protections for intellectual property supported by
pharmaceutical companies.87 Key regulations to implement the corporate tax rules of the TCJA
were also being written in 2018. Alongside the money they raised for PhRMA, the four companies
Oxfam studied spent a total of $28.6 million lobbying in 2018. Pfizer spent $11.4 million in
lobbying, Abbott $3.7 million and Merck, $6.9 million. Johnson & Johnson, for its part, spent $6.7
million in direct lobbying in 2018, slightly less than in 2017 but well over the five-year average.88
The immense financial returns on these lobbying investments are clear in the tax breaks the
companies received, and the immense challenges patients and the public face when proposing
solutions for more affordable medicines. And this influence extends beyond borders. Following a
pattern of undue influence overseas, PhRMA urged the US trade rep in early 2019 to take “urgent
action” against two dozen other countries over their patent and pricing policies aimed at increasing
access to medicines, even though the actions of those governments are totally legal under WTO
rules.89

#ShePays: How tax cuts and tax avoidance affect the human
rights of women and girls
On a daily basis, taxes save lives. In many countries around the world, including the US, the
public funds schools, healthcare clinics, public safety programs, medicines and many other
services so vital to a life of dignity. A well-funded public sector and investment in social programs,
public health services and gender equality programs are especially essential for women to realize
their human rights.
Yet, corporate tax dodging
reduces the funds available to
invest in public services, with
particularly
disproportionate,
adverse impacts on women.
Revenue shortfalls can shrink
public budgets for social services,
leading to spending cuts that
disproportionately affect lowincome populations. Girls and
women are hit the hardest,
because they are more likely to
live in poverty, more likely to rely
on publicly funded health care,
and less likely to be able to pay
out-of-pocket for health care.90
Women are affected by cuts in public spending on healthcare in a number of ways: they are not
able to access the health service they need for themselves; the cost of treatment may deter
women from using health services, which has dire consequences on their health; and the lack of
affordable medicines or healthcare increases the likelihood that family members get sick,
increasing the unpaid care workload borne by women. The price of cancer medicines, for
example, may mean that women live without treatment—risking their lives.91 Lack of investment
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in cancer care means that people are forced to sell their assets and borrow money to access care,
falling deeper into poverty. In this sense, corporate tax avoidance, unaffordable medicines and
under-funded healthcare are both causes, and consequences, of inequality.
Budget constraints can also lead to chronic under-funding of other key institutions and programs
that are crucial for gender equality and women’s rights, including education, childcare and
eldercare. When public services are inadequate or unavailable, women step in as caregivers,
often compromising their own health and their opportunities for education and employment. This
additional burden on women entrenches inequalities between men and women in terms of
opportunities to move out of poverty or advancing their life opportunities. Women are
disadvantaged even further when, in an effort to make up revenue shortfalls, state governments
increase their reliance on more easily administered but regressive taxes, such as consumption or
value-added taxes on basic goods and services which women tend to spend more of their income
on than men.92
Corporate tax avoidance is not a victimless practice, but has profound effects on economic, racial
and gender inequality. Rather than lavishing the shareholders and executives of some of the most
profitable companies on earth with even more disposable income, the US government could have
chosen to spend what was formerly taxpayer money on expanding health services for women and
girls, while investing more in developing new life-saving and life-enhancing treatments. These
treatments, in turn, could have advanced women’s health rights, while relieving some of the
unpaid care burden women assume when their family members become sick.

What we can accomplish together: Recommendations for policy
and practice
In the end, Big Pharma depends on the good will of the public and a functioning tax system to
thrive. Without our taxpayer dollars, these companies would lack the innovation, the legal
protection and the healthcare market to exist at all. Working together, governments, companies,
investors and ordinary people have the potential to transform pharmaceutical companies into
more responsible and more transparent actors—producing life-enhancing medicines in the public
good and available to all, without discrimination. 93
We call on Johnson & Johnson, Merck, Pfizer and Abbott Laboratories to:
Act more transparently—by publishing their full country-by-country reports (CBCR) of key tax
and financial information necessary for the public to understand and assess the company’s tax
practices.
Pay their fair share—by publicly committing to pay tax on profits where economic activity takes
place, and to stop shifting profits to low-tax jurisdictions.
Use their influence responsibly—to shape a more equitable tax system for sustainable and
inclusive growth. This would include publicly disclosing all contributions made to political
candidates, policymakers, trade associations, think tanks, coalitions, and other political entities
to influence policy in the US and abroad, and publicly committing to align the corporations’
financial contributions and private advocacy with their credos and codes of conduct on tax policy
and access to medicines.
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Commit to transparency as a necessary step to enable access to affordable medicines
for all—by publicly declaring actual spending on R&D, production, and marketing of medicines
and pledging to full transparency on medicine prices, results of clinical trials, and patent
information.
We call on the US government to:
Restore public confidence in the tax system by requiring multinational companies to be
fully transparent—by requiring companies to publish country-by-country tax and financial
reports, which all large US multinational corporations are already preparing.
Create a level playing field by ensuring large multinational companies pay their fair share
of taxes where economic activity takes place—rather than shifting the tax burden onto
consumers and workers. As a start, this would require combatting offshore tax avoidance by
equalizing the rates at which US multinational companies’ domestic and foreign profits are
taxed, and better cracking down on “inversions,” whereby US multinational companies move
their residence (on paper) to tax havens to lower their tax bill.
Commission an independent evaluation to assess and address the TCJA’s impacts on
gender and economic inequality in the US and abroad—improving upon the tax spillover
assessments the Republic of Ireland, the Netherlands and the IMF have already carried out.94
Ensuring policies that enable access to affordable medicines in the US and around the
world—by requiring corporations to disclose the cost of R&D, production, and marketing of
medicines before approving product registration, by taking action to implement the
recommendations of the UN High-Level Panel report at the national level and by actively
promoting implementation by international institutions including the WHO, the WTO and the UN.
The US government should also support the draft resolution to be discussed at the World Health
Assembly, in May 2019, which is seeking to improve the transparency of markets for drugs,
vaccines and other health-related technologies.
We call on investors to:
Engage with multinational companies—on how they can become more responsible and
transparent taxpayers.
Support efforts to require companies to publish country-by-country tax and financial
reports—as necessary information for more nuanced financial, risk and governance analysis.
We call on people around the world to:
Join Oxfam to demand that all companies pay their fair share of taxes, and stop cheating
women and girls out of the chance to beat poverty.
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Research Methodology
The research results were based on a careful analysis of 10-K financial reports filed by the four
pharmaceutical companies with the US Securities and Exchange Commission (“SEC”). These
filings contain financial statements for the companies’ global operations with specific data on
income taxes, cash flows, geographical results and other disclosures. The 10-K reports also
include qualitative information on various issues, including business, geographical, segment and
financial overviews as well as commentary on items disclosed in the financial statements, such
as income tax disclosures. This information was reviewed to better understand the underlying
data trends, and to identify information relevant to the research.
Data and disclosures from the 10-K reports were used to calculate the following: profit margins,
effective tax rate, transition tax liability, estimate of taxable income and spending on R&D,
dividends and stock buy-backs. Effective tax rate was calculated as the reported tax expense
divided by the reported earnings before tax. Profit margin was calculated as the reported profit
divided by the reported revenue. Estimate of US taxable income was calculated as the reported
US current tax expense divided by the US statutory tax rate.
The 10-K reports also include a list of the corporate groups’ subsidiaries, with their names and
jurisdictions. These lists were manually reviewed to identify the name and jurisdiction of any new
entities in 2018, and to determine the total number of group subsidiaries.
Broadly, the information and results in the 2018 10-K reports were compared to the 2013-2017
data from the 10-K reports. The data was analyzed to identify changes and trends and, by
extension, estimate the impacts of the TCJA in 2018. Where appropriate, multi-year data
comparisons were used to smooth out exceptional financial results.
Much of the 10-K data from the period 2013-2017 was compiled as part of Oxfam’s Prescription
for Poverty research that was released in September 2018. 95 This new research drew from those
datasets, while layering on additional data for 2013-2017 as well as including the new data from
the 2018 10-K reports. All data, including data related to foreign operations, was obtained from
the 10-K reports which are presented in USD. Accordingly, all amounts are in USD and no
currency conversion was required.
The four pharmaceutical companies’ 10-K reports included specific TCJA tax items in 2017 and
2018. Broadly, these related to the TCJA’s transition tax on undistributed foreign earnings and to
the re-measurement or reversal of pre-existing deferred tax assets and liabilities. These
essentially represent “one-off” impacts for the companies and their accounts to transition to the
new corporate tax system brought about by the TCJA. The purpose of this research is to
understand the underlying impacts of the TCJA on the four pharmaceutical companies. Given the
distortive nature of these transitional adjustments, the “one-off” TCJA tax expenses and benefits
were excluded from the underlying data and analysis, where appropriate. No other adjustments
have been made to the financial, tax and other data of the selected pharmaceutical companies.

Company engagement
Oxfam reached out to all of the companies named in this briefing to share the data gathered, the
methodology employed, and the findings of our research. We also sent them our
recommendations, with the aim of engaging them directly regarding responsible corporate tax
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practice. Johnson & Johnson provided constructive feedback that has been incorporated into this
analysis. The other companies neither confirmed nor denied the research findings.
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