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This is the first in a series of briefing papers
analysing the human development impact
of transnational corporations (TNCs). The
series aims to examine the links between
trade and poverty eradication and to illus-
trate the challenges facing industry as a
whole in contributing more systematically
to the reduction of poverty and suffering. It
will also identify the reputation risks posed
to firms operating in a global economy in
which over three billion people have
extremely limited purchasing power – a 
situation that makes it impossible for the
market alone to respond adequately to the
needs of the poor. 

One of the defining features of globalisa-
tion has been the introduction of new and
more stringent international agreements to
guarantee minimum trading standards. A
rules-based system to provide developing
countries with a chance to operate on a level
playing field is needed but does not yet exist.
On the contrary, there is evidence that the
rules agreed so far favour rich countries and
the companies operating from within them. 

The series starts with the link between
trade rules and poor people’s access to medi-
cines. The unfolding global health crisis and
recent changes to international rules com-
bine to make this a priority development
issue. The global burden of ill-health is
borne disproportionately by developing
countries. Any changes to trade rules which
have an impact on health must diminish the
problems these countries already experi-
ence in delivering safe and affordable medi-
cines to the poor. Recent changes, however,
risk having the opposite effect.  

Pharmaceutical companies operate in a
market place in which research and develop-
ment (R&D) priorities are de-linked from
global health needs, and in which the poor
are sidelined in corporate marketing strate-
gies and sales profiles. The juxtaposition of
images of terrible human suffering caused
by disease alongside  high-tech treatments
offered to the rich represents a growing rep-
utation risk to companies in a world of
instant communications. There are many
factors preventing access to medicines. This
paper focuses on price and on the need for
more research into diseases of the poor as
being the most significant parts of the jig-
saw that lie within the power of companies
to influence. It is one of three papers pro-
duced by Oxfam GB in its Cut the Cost
Campaign. The others are the campaign
briefing paper “Patent Injustice: How World
Trade Rules Threaten the Health of the
Poor”, and a technical paper “Fatal Side
Effects: Medicine Patents Under the
Microscope”. These papers are available on
our web site www.oxfam.org.uk/cutthecost 
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The unfolding global health
crisis and recent changes
to international trade rules
combine to make access
to medicines a priority
development issue
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This is the first in a series of Oxfam
Company Briefings analysing the impact
on human development of transnational
corporations (TNCs). It reviews the role of
the newly formed GlaxoSmithKline (GSK)
and outlines three challenges facing GSK
and other global pharmaceutical compa-
nies wishing to increase poor people’s
access to medicines. First, how to ensure
that changes in global intellectual property
(IP) protection do not further increase the
prices of medicines in developing coun-
tries. Secondly, the acute need for
research and development (R&D) into
diseases associated with poverty. And
thirdly, the need to curb corporate market-
ing and lobbying activities when they run
counter to the public interest.

With annual sales of US$27.2bn,
GSK has a seven per cent share of the
global pharmaceutical market. Its prod-
ucts include medicines for the treatment 
of HIV/AIDS, malaria, and pneumonia,
all of which are of critical concern for
developing countries.

The Reputation Risk
Oxfam believes that pharmaceutical

companies face a major reputation risk if
they do not do more to promote access to
life-saving drugs in the developing world.
This is particularly important at a time of
unprecedented scrutiny of the industry’s
record in this field. The withdrawal of
public support could lead the industry 
to suffer the same problems of staff
recruitment and retention suffered by
companies charged with complicity in
human rights abuses or environmental
damage. Perhaps more significantly it
carries with it the threat of more stringent
government regulation.

20 per cent of the world’s population
does not have regular access to modern
health care. One-third do not have access
to basic medicines. During the next year
around 11 million people will die from
infectious diseases. Almost half of these
victims will be children; the vast majority
will be poor. Many millions more will suffer
prolonged illness which causes unneces-
sary suffering, particularly for women, and
reduces the productivity of their families
and nations.

The causes of this crisis are complex.
Poor nutrition, inadequate water and
sanitation, and low-quality public-health
education are major contributory factors.
The ability and willingness of govern-
ments to prioritise health-care provision,
and logistical problems in the distribution
and administration of treatments, are
equally critical.

The High Price of Drugs 
and the Impact of TRIPS

Illness and poverty are linked. The 
cost of illness can stretch poor families to
breaking point, and the slightest increase
in cost is felt acutely. 80 per cent of people
in developing countries have to pay for
their own medicines, yet prices are deter-
mined irrespective of their ability to afford
them. Drug prices often bear little relation
to costs, since to the cost of research and
development (R&D) and production, are
added a mixture of marketing costs, profit
margins, subsidies, tariffs, and tax
requirements which differ from country to
country. The result is wide price variations
both between and within countries.
Although not a complete solution, if the
right medicines were affordable, and sold
in a way which promoted their correct use,
much death and disease could be
avoided.

Despite desperate need and crippling
constraints on Africa’s health budgets,
GSK’s lamivudine, used in the treatment
of HIV/AIDS, is on average 20 per cent
more expensive in Africa than in ten
advanced industrial countries surveyed. In
Malawi, where per capita gross national
product (GNP) is US$190, the market
price for a 150mg course of 60 tablets of
lamivudine is US$530. In neighbouring
Mozambique, the cost for the same rises
to US$810. In recognition of the need to
address the cost of medicines for the
treatment of HIV/AIDS, GSK is part of the
joint industry/United Nations Accelerating
Access Initiative which, amongst other
things, offers medicines at substantially
reduced prices. So far they apply to 
two countries.

Subscribing to the Agreement 
on Trade Related Intellectual Property 
Rights (TRIPS) is a condition of World
Trade Organisation (WTO) membership
and involves the globalisation of a regime
of at least 20-year patent rights. By 2000,
(2006 for least-developed countries),
Member States must adapt national
patent legislation to comply with TRIPS.
Critics fear that the implementation of
the agreement will mean that developing
countries will lose their current right 
to produce or import low-cost
(generic)copies of vital medicines and 
that therefore competition will only exist
between higher priced, patented drugs.

For example, Glaxo Wellcome (GW)
filed for a patent on lamivudine/zidovudine
Combivir, which is vital in the treatment of
HIV/AIDS, in October 1996. Under TRIPS,
Combivir is patent-protected for 20 years,
and cheaper generic copies cannot be
sold before 2016- GW’s operating profit
on Combivir for 1999 was an estimated
US$245m. This compares with an aver-
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age total health expenditure by members
of the African Regional Industrial Property
Organisation, (ARIPO), which includes
some of the poorest countries in the world
with the highest incidence of HIV/AIDS, of
just US$156m – US$89m less than the
profit on Combivir.

TRIPS extends the scope as well 
as the duration of IP and reverses the
tendency of multinational pharmaceutical
companies not to protect their IP in less
important markets. In the past, countries
could determine IP regimes based on
national social and economic interests.
Generic (low-cost copy) producers in
India, Brazil, and Egypt were able to 
bring down the price of drugs for their own
populations and, through their exports,
for other developing countries.

GSK again provides a good example 
of this. In August and November 2000
respectively, GW challenged  exports to
Ghana and Uganda by Cipla Ltd., India’s
largest drug manufacturer, of Duovir, a
generic equivalent of Combivir. GW
argued that these exports contravened its
patent rights. GW’s head of patents has
sought assurances from Cipla that it will
‘cease all infringing activity … and respect
the above mentioned patent rights’. In
both countries, until recently, Duovir was
selling at considerably less than Combivir.

The unfolding case of Combivir is an
illustration of how pharmaceutical compa-
nies will operate the TRIPS agreement to
their advantage. It is hard to understand
GSK’s reason for pursuing this particularly
narrow interpretation of what is permissi-
ble under TRIPS in poor countries strug-
gling to combat the AIDS epidemic.
Combivir has been on the market since
October 1997. Global  sales and esti-
mated operating profit on the drug since
that date comfortably exceed £1bn
(US$1.5bn) and £300m (and rising)
respectively. If the industry’s claim that it
costs US$500m to bring a drug to market
is correct, then this figure has already
been recouped. For those poor countries
not benefiting from any  preferential
pricing scheme, the net result of
enhanced patent protection under TRIPS
is a  windfall gain to GSK at their expense.

Investing in Research 
and Development

Of all annual health-related research,
only 0.2 per cent is spent on pneumonia,
diarrhoea, and tuberculosis – three
poverty-related ailments which account
for 18 per cent of the global disease
burden. Increased patent protection is
sometimes cited as an incentive for firms
to spend more money on R&D into dis-
eases associated with poverty. But for
many diseases of the poor, the potential
market for even a patented drug is unlikely
to be enough to merit the investment.
In Bangladesh, total per capita health
expenditure is approximately US$17 per
year. In Uganda the figure is US$14. Even
in developing countries with greater
market potential, such as Brazil and India,
the limited purchasing power of people
suffering from diseases of poverty is
arguably a much greater disincentive than
any patent protection consideration is an
incentive to greater R&D.

If companies want to persuade public
policy makers that R&D into diseases of
the poor will flow from patent protection,
they must be able to argue precisely
which diseases they will be targeting for
which market, complete with data indicat-
ing potential sales against health budgets,
and explain how the research will be
undertaken.

Most large companies are now actively
involved in global efforts to improve the
access of poor people to badly needed
medicines. GSK is involved in a number of
initiatives including the global Medicines
for Malaria Campaign, through which its
anti-malarials chlorproguanil/dapsone
LapDap and atovaquone/proguanil
Malarone are being made available. It is
also involved in the Accelerating Access to
HIV/AIDS Care and Treatment Initiative,
and has so far reached agreement with
the Governments of Uganda and Senegal
to make Combivir available under a
differential pricing scheme.

These programmes should be part of
a clear policy setting out how GSK will
meet its Chief Executive’s commitment to
‘maximising affordable access to medi-
cines in the developing world’, which
should be based on the principle of equity.

Superior Marketing Power 
and Influence

Extensive political lobbying by pharma-
ceutical companies is another source of
concern to those seeking an appropriate
balance between public-health interests
and private profit. Between 1997 and
1999, GW spent US$9.6m, and Smith
KlineBeecham (SB) US$7.8m, on lobby-
ists in the USA. GW was ranked number
35 in the top 50 contributors to the
Republican Party in the US elections 
of 2000, donating over US$1million.

Both GW and SB have also been active
in various industry groups designed to
protect their members’ interests. The
influence of these organisations is consid-
erable and has paid handsome dividends,
as shown by recent changes to IP law in
favour of companies. Its effect can also be
seen on US trade policy, and in particular
in the fact that the US Administration has
placed Argentina, Egypt, and India on the
‘priority watch list’, meaning that they are
under the threat of trade sanctions. All
three countries also have strong generics
industries that are attempting to withstand
the impact of TRIPS.

It is not only the threat of trade sanc-
tions that may be used to persuade
developing countries to offer full intellec-
tual property protection. In March 2001
the Constitutional Court in Pretoria will
hear a case brought by the South African
Pharmaceutical Manufacturers
Association on behalf of its members, and
international pharmaceutical companies
including GSK. The subject of dispute is
Article 15C of the South African
Government’s 1997 Medicines Act which
the companies’ argue undermines the
terms of intellectual property and patent
protection for pharmaceuticals in South
Africa. South African health officials say
the clause allows the government to
ensure that it has the right to obtain the
cheapest possible anti-retrovirals avail-
able, in order to tackle the AIDS epidemic
which currently affects 4.2 million 
South Africans.

GSK could assume a critical leader-
ship role by adopting a more supportive
approach to public health in its policy
towards developing countries, even within
the current TRIPS regime. It is both
ethically correct and in the company’s self
interest to ensure that those who own and
control medical knowledge use all means
at their disposal to stop preventable
diseases from killing millions of people
every year, particularly if they are using
their exclusive marketing position to
prevent others from developing the 
same knowledge.
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1 GSK should develop a clear policy setting out how it will meet its
commitment to ‘maximising affordable access to medicines in the
developing world’ within the first three months of the company’s
existence. This should specify the company’s equitable pricing policy
in respect of developing countries, as well as address other aspects 
of access. This could provide the basis for a price database
administered by the WHO.

a) The policy should:

> Incorporate the principle that GSK’s trading and philanthropic 
activities will respect and be coherent with national health and
medicines policies and strategies. Practical implementation of
the policy should draw on the technical advice and expertise of
the WHO, UNAIDS and other internationally recognised authorities.

Equitable pricing schemes should not depend on bilateral negotiations
with governments for individual drugs. Rather, countries should be
banded according to objective criteria such as the UN’s Human
Development Index, and should be automatically eligible on the basis
of public-health needs and inability to pay.

> Set out clear, measurable targets for making available those products
in the GSK range that are relevant to public health, and which are
identified as priorities by their inclusion in national essential drugs lists.

> Be accompanied by international efforts to crack down on
counterfeiting of brand-name drugs.

> Distinguish between existing drugs and drugs that do not yet exist.

> Include a commitment to forgo IP privileges in developing countries,
if such privileges are likely to lead to an increase in prices.

The report ends with the following

recommendations to the new GSK

management team.
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> Include a commitment to ensure that the lobbying positions of PhRMA
and other industry interest groups respect public health needs

> Include a commitment to accept government measures based on
public health needs such as generic competition, reasonable price
controls, compulsory licensing/parallel imports etc.

b) Within the first year of operation the policy should have made the
following advances:

> Malarone should be made available under an equitable pricing
scheme to a wider range of developing countries, and should be
integrated in viable national strategies to combat malaria, advised 
by the WHO. This scheme should guarantee that the drug will not 
cost more than malaria treatments currently available in essential
drugs programmes.

> The Accelerating Access to HIV/AIDS Care and Treatment 
Initiative should follow the same principles. GSK should then make
Combivir and Trizivir widely available on an equitable pricing basis 
via this scheme. If this agreement is not forthcoming, GSK should
commit itself to forgoing IP enforcement on Combivir and Trizivir 
if such enforcement will lead to an increase in the price of
combination treatments.

> 0.3 per cent of GSK’s annual sales on all blockbuster drugs should be
made available to a US$5 billion international research fund, created
under the auspices of the WHO and operating without IP conditionality.

> GSK’s own research into tropical diseases should be scaled up 
in the Tropical Diseases Unit, whose continued existence should 
be guaranteed.

2. GSK should include the following information in its annual report:

> An evaluation of performance against policy. This should include
information about which drugs the company had intended to make
available in which markets, where, and why such intentions were 
either succeeding or failing.

> Clear, disaggregated financial information about the amount dedicated
to research on tropical diseases.

> Information about the company’s key lobbying positions adopted
throughout the year.
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Chief Executive Officer,
Jean Pierre Garnier, has
stated his commitment to
leadership in ‘maximising
affordable access to medi-
cines in the developing
world’. >
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The Company Briefing Series starts with 
a review of the role of the newly formed
GlaxoSmithKline (GSK) in providing drugs to
meet global health needs. GSK has been cho-
sen because (a) it is, by some measures, the
world’s largest pharmaceutical company; (b)
it is the latest in a series of mergers in the
industry; (c) it is a UK-based company in
which Oxfam invests its own pension fund;
and (d) its Chief Executive Officer, Jean Pierre
Garnier, has stated his commitment to
assume a leadership role in ‘maximising
affordable access to medicines in the 
developing world’. 

This paper outlines three key challenges fac-
ing GSK and all other global pharmaceutical
companies attempting to increase poor peo-
ple’s access to medicines. First, the already
prohibitive cost of medicines, and the
actions which must be taken to ensure that
changes in global intellectual property (IP)
protection do not increase prices in develop-
ing countries still further. Secondly, the
acute need for R&D into diseases associated
with poverty, and ways in which compensa-
tion can be made for the lack of investment
resulting from limited Third World market
potential. Thirdly, the requirement to curb
corporate marketing and lobbying activities
when they run counter to the public interest. 

If companies fail in the above, they run
what one investor described to Oxfam as, 
‘a reputation risk of biblical proportions’. 

Introduction

The global burden of ill-
health is borne dispropor-
tionately by developing
countries
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Glaxo Wellcome (GW) and SmithKline
Beecham (SB) completed their merger to cre-
ate GlaxoSmithKline (GSK) at the end of 2000.
Financial data for 2000 is not yet available,
but had the combined group existed in 1999,
it would have reported a pre-tax profit of
US$6.8bn. It would also have reported total
sales of US$27.2bn, including pharmaceuti-
cal sales of US$22.2bn, giving it around a
seven per cent share of the global market.
GSK has manufacturing sites in 41 countries
and its products are sold in almost 140. Its
global workforce numbers more than
100,000 people and its market capitalisation
is £107.3bn1. Its principal units are in the
developed world, particularly the United
Kingdom and the USA. It also has joint ven-
tures and subsidiaries in, amongst other
countries, China, Russia, Egypt, Brazil, and 
in India, where GSK sales rank number one.

GSK has expertise which is of critical
significance for developing countries. It
ranks number one in global sales in the key
therapy areas of anti-infectives (17 per cent
global market share), respiratory products
(18 per cent), and vaccines (26 per cent), all 
of which are important in the control of dis-
eases such as HIV/AIDS and pneumonia. It
has also developed significant capacity for
the treatment of drug-resistant strains 
of malaria. GSK ranks first in the global 
market place in gastrointestinal/metabolic
products, and second in central nervous 
system products. 

The GSK merger is the latest in an indus-
try in which consolidation is being driven 
by four powerful global forces: advances in
science and technology, a limited product
pipeline, the growing importance of global
markets, and an emphasis on people as con-

Section 1

Company profile
GlaxoSmithKline

Global pharmaceutical
companies that fail to
increase poor people’s
access to medicines run
what one investor has
described as ‘a reputation
risk of biblical proportions’>

the world’s largest 

Glaxo Wellcome  SmithKline Beecham
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 pharmaceutical company
is this more or less likely to increase poor people’s access to the life-saving drugs they need?

sumers. Through the merger, GSK’s manage-
ment hopes to create a company which is
able to stay ahead of its competitors by pro-
ducing new, highly profitable drugs, more
quickly, with which to penetrate the major
pharmaceutical markets.

GSK’s new Board includes people who
have overseen impressive long-term growth
in both SB and GW. Investors are optimistic.
In January 2000 Merrill Lynch described the
new company as ‘a global power house’, and
most analysts expect the merged company to
enjoy enhanced earnings growth, driven by
increased pharmaceutical sales growth and
improved profit margins.

GSK’s sales will be concentrated 
predominantly in North America, Europe,
and Japan. In 1999, just three per cent of
GW’s sales were in Africa and the Middle
East, compared with 83 per cent in North
America, Europe, and Japan. SB’s sales in the
USA and Europe were just under 80 per cent
of its total sales. These statistics are typical of
the industry as a whole. Of the pharmaceuti-
cal industry’s US$302bn2 global sales in
1998, the top ten markets accounted for over
83 per cent, Latin America’s top three mar-
kets for 4 per cent, and Africa’s top ten 
markets for just over 1 per cent. 

GSK’s global sales and marketing team 
is made up of over 40,000 people, including
around 8,000 sales representatives based in
the USA. In 1999 GW’s expenditure on sales,
general, and administration was US$4.8bn
(35 per cent of turnover), while SB’s was
US$5.2bn (38 per cent of turnover). 

On a pro forma basis, GSK’s R&D expendi-
ture for 1999 would have been US$3.7bn. SG
Equity Research3 identifies GW’s rapid syn-
thesis and screening of drug candidates and
SB’s leading position in the generation and
harnessing of data from genomic studies 
as areas of critical competence in R&D.

The pharmaceutical industry publication,
SCRIP4,  cites enhanced IP management
capacity in its Yearbook 2000 as a key attrib-
ute for successful company performance.
This includes improved patenting skills,
understanding of the global IP environment,
and better management of patent expiries. 
In the new company’s promotional literature
GSK shows that it is actively managing IP. 
In the next four years, patents will expire 
on products which account for only around
18 per cent of GSK’s sales, a fact which GSK
believes will give it a competitive edge over
eight of its ten biggest competitors. 

11 Dare to Lead
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Section 2

The Global Health Crisis 
and Reputation Risks

if firms do not do more to
meet the desperate need
for anti-retrovirals for the
treatment of HIV/AIDS,
then their ‘chief executives
… will have the deaths of
millions of men, women
and children on their
hands’ >

GSK has received ‘a premium industry 
rating’.5 Yet the company, in common with
its main competitors, has just touched the
tip of the iceberg in addressing what The
Economist in its 2001 review called the ‘new
war on drugs … the struggle to speed the flow
of pharmaceuticals from rich to poor’. 

The same edition of The Economist carries a
challenge by Peter Singer, DeCamp Professor
of Bioethics at Princeton University. He
argues that if firms do not do more to meet
the desperate need for anti-retrovirals for the
treatment of HIV/AIDS, then their ‘chief exec-
utives … will have the deaths of millions of
men, women and children on their hands’.
Comments such as these indicate why pro-
viding access to drugs in the developing
world could prove to be of critical relevance
to transnational pharmaceutical companies.

As the public-health crisis unfolds, both
the public and investors are beginning to
question the performance of these compa-
nies in developing-country markets. They
question what firms are doing to make avail-
able medicines such as anti-retrovirals or
anti-malarials, which are too expensive for
millions of poor people all over the world.
They also question what companies can do to
promote research into illnesses for which no
treatments exist and which, due to limited
purchasing power in developing countries,
are unlikely to be the subject of future
research investment decisions. 

The gap between rich and poor in terms 
of health-care access cannot be overempha-
sised. Advances in science and technology
have led to the mapping of the human
genome, with unimaginable implications for
the development of highly sophisticated, tar-
geted, and effective new treatments. And yet
at the same time, millions of people every
year are dying from treatable diseases. Over
1.2 billion people – 20 per cent of the world’s
population – do not have access to modern
health care. One-third do not have access to
basic medicines. Over the course of the next
year around 11 million people will die from
infectious diseases (malaria, pneumonia,
diarrhoea, respiratory infections, and tuber-
culosis) – the equivalent of 30,000 deaths
each day.6 Almost half the victims will be 
children; the vast majority will be poor.
Countless millions more, and particularly
women, will suffer prolonged bouts of ill-
ness, causing unnecessary suffering and dev-
astating effects on the productivity of their
families and nations. 

The causes of this crisis are complex. Poor
nutrition, inadequate water and sanitation,
and low-quality public-health education are
major contributory factors. The ability and
willingness of governments to prioritise
health-care provision, and logistical prob-
lems in the distribution and administration
of treatments, are equally critical.
Underlying these problems is the lack of
equitable economic growth. 



A health-care divide also exists within indi-
vidual countries. The absence of national
health services often results in the opera-
tion of an informal three-tier health-care
system. At the top, a small, wealthy minority
are able to pay for treatment and medicines.
People of limited income pay whatever they
can afford at any given time. And a third
group of people, the poorest, simply cannot
afford to buy medicines – even at reduced
prices.  Women and girls are particularly
vulnerable, because they have less access to
treatment and carry the burden of care for
other sick members of their families.
Governments should cover these costs but
due to limited budgets many of them are
also very susceptible to the impact of
increased prices.

Despite the complexity of this

scenario, poor people do buy and 

use medicines, often at considerable

personal cost. If the right medicines

were affordable, and sold in a way

which promoted their correct use,

much death and disease could 

be avoided.
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Managing increased demands on the 
family budget caused by illness – particularly
long- term or recurrent illness such as
HIV/AIDS and malaria – can stretch poor fam-
ilies to breaking point. Oxfam’s research in
Uganda and Ethiopia shows how the costs of
these illnesses can lead to school drop-outs,
decreased food intake, and the sale of 
capital assets.7

The consequences of this situation 
extend beyond these individual family dra-
mas and the impact on productivity. Poverty
is a significant factor in the spread of new
bacteria and viruses and in the emergence of
increased drug resistance. New diseases such
as HIV/AIDS, resistance to older diseases such
as cholera, and new strains of existing ill-
nesses all pose major challenges for the
health-care community, including the 
pharmaceutical industry. 

Poverty prevents people from accessing
health care and buying medicines. It also pre-
vents patients from completing the course of
treatment. Eighty per cent of people in devel-
oping countries pay for their own medi-
cines8, often purchased in single doses. 

A 500mg dose of ciprofloxacin will fully treat
gonorrhoea; 125mg will cure most of it but
may leave a small number of organisms with
some degree of resistance. In this way,
patient failure to complete the course has 
led diseases such as gonorrhoea, previously
regarded as easily treatable, to become life-
threatening. Increased drug resistance is
widespread and growing. World Health
Organisation (WHO) laboratory samples
show that 70 per cent of chest infections 
are resistant to first line anti-microbials. 9

In Pakistan, 77.8 per cent of Haemophilus
influenza strains are resistant to ampicillin,
and in Egypt 25 per cent of Streptococcus
pneumoniae strains are resistant to 
co-trimoxazole.

The global health-care market must
respond to these challenges, which affect
everyone. However, the market has become
divorced from public-health needs to a
degree that poses real dangers to health stan-
dards, and not just in developing countries.
In 1996 an outbreak of polio in the Balkans
demonstrated how once-eradicated diseases
can resurface. In the UK, 1,000 cases of
malaria are reported each year, while the 
rate of tuberculosis in the United States 
is growing. 

The ability of a company to increase poor
people’s access to medicines is likely to prove
an important indication of pharmaceutical
management competence in a world increas-
ingly concerned about the widening gap
between the ‘haves’ and the ‘have-nots’. The
1990s saw a slow and steady decline in the UK
public’s perception of what business con-
tributes to society.10 At the same time,
according to a Mori poll of October 2000,
growing numbers of people are prepared to
exercise their views through their purchas-
ing decisions.11 As a sign of the changing
times, pension-fund managers in the UK 

the global health-care
market has become
divorced from public-
health needs to a degree
that poses real dangers to
health standards, and not
just in developing
countries

>

the widening gap between the ‘haves’
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could be a powerful
advocate for cross-
industry reforms which
incorporate public-health
considerations into
decision-making on
pricing, R&D and lobbying

>

have been required by law since July 2000 
to report on whether they took social, envi-
ronmental, or ethical considerations into
account when making their investment 
decisions. At the more radical end of the
spectrum, since the first ‘Battle of Seattle’ 
in November 1999, protesters now routinely
disrupt trade debates they perceive to be
overly influenced by a corporate agenda.

The new emphasis on heavily promoted
branded products increases the visibility of
companies: visibility that brings with it risks.
While a consumer boycott of pharmaceutical
products is highly unlikely, subsidiary prod-
ucts such as nutrient-enhanced foods and
drinks may suffer. More significantly, as the
havoc caused by treatable diseases such as
HIV/AIDS gains greater publicity, govern-
ments will also need to be seen to act. And as
a financial Times article recently cautioned,
companies that are not trusted run a greater
risk of more stringent government regula-
tion.12 A third, and equally important factor,
is staff morale. The most effective global com-
panies need to attract and retain the best
people – a task which can prove difficult in
the glare of unfavourable publicity, as other
companies have found to their cost. Finally,
there is an ethical investment community
increasingly interested in company perform-
ance on social issues.

Oxfam’s own pension fund is invested in 
a scheme that attempts to improve the ethi-
cal performance of the companies in which it
invests, of which GSK is one. As shareholders
in the company, Oxfam considers GSK to be a
major player in the debate about access to
medicines. The company could be a powerful
advocate for cross-industry reforms which
incorporate public-health considerations
into decision-making on pricing, R&D and
lobbying activities. It could help to set new
standards against which pharmaceutical

companies are judged. GSK’s global head-
quarters are in the UK, where the concept 
of public health is still understood and
defended, although its core business, the
pharmaceutical division, is run from 
the USA. 

Translating demands for better social 
performance into concrete improvements 
in poor people’s lives is a distinctive compe-
tence that Oxfam urges GSK to develop and
take into the highly competitive global mar-
ket place. The company is already undertak-
ing a number of interesting initiatives that
bring together public and private partners in
projects that could yield important results.
However, these efforts run the risk of being
overshadowed by pricing and marketing
practices that further limit, rather than
enhance, poor people’s access to drugs.
Although Oxfam welcomes GSK’s efforts 
and commitment, it will support GSK in its
leadership stance only if it is bold enough 
to tackle some of the market failures that 
are preventing poor people from obtaining
vital medicines. 

and the ‘have-nots’
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At present there are three areas in which the
pharmaceutical industry needs to reform in
order to rise to these challenges. The first con-
cerns the price of medicines, and how they
are, and will increasingly be, affected by intel-
lectual property protection. Drug prices need
to correlate much more closely with the
capacity of individuals and national health
budgets to pay. IP rules, strengthened and
enshrined in the World Trade Organisation
(WTO) since 1995, need to be rethought so
that governments can exercise discretion
when balancing urgent health needs and IP
protection. Companies should refrain from
defending their IP rights in developing coun-
tries when doing so will raise the price of
vital medicines. The second area of reform
concerns funding for R&D into diseases asso-
ciated with poverty. The third is the issue of
corporate influence. Companies should not
intimidate or pressurise governments into
promoting corporate interests over public-
health interests.

The high price of drugs
Drug prices often bear little relation to

costs. To the costs of  R&D and production is
added a mixture of marketing costs, profit
margins, subsidies, tariffs, and tax require-

ments which differ from country to country.
The result is wide price variations both
between and within countries. For under-
funded developing-country health budgets,
and for individuals who have to buy their
own medicines, it is also often prohibitively
high drug prices.

There is a great deal of debate about 
the real cost of successfully bringing a drug
to market, and little hard data in the public
domain. However, the gross profit of a typical
drug is very large. The average production
cost is around 20 per cent of the sales price,
and after all other costs – including ongoing
R&D costs – have been subtracted, the 
average operating profit is around 
30 per cent of sales. 13

As in any knowledge-based industry, 
IP (patents, trade marks, registered designs,
and copyrights) is valued by pharmaceutical
companies as a major corporate asset. IP pro-
tection provides government-sanctioned
monopoly rights on patented drugs for a
fixed period of time. There is no question that
it is necessary to recoup research and invest-
ment costs and to encourage innovation
through financial rewards. There is, however,
a question of degree, and in the case of the

‘Because consumers pay
not for raw materials, but
rather for intellectual
property, drug companies
charge what they can get
away with and
governments pay what
they deem affordable’.
Financial Times >
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pharmaceutical industry, a question about
whether high prices should be allowed to
prevent access to vital drugs. A recent
Financial Times article explains how prices 
are determined: ‘Because consumers pay not
for raw materials, but rather for intellectual
property, drug companies charge what they
can get away with and governments pay 
what they deem affordable’. 14

Companies have proved hard-headed in
charging what the market can bear. It might
be hoped that health-budget limitations
would curb prices in poor countries. On the
contrary, ‘Patents and Prices’, a report by
health experts Dr K Balasubramaniam and
Kiran Sagoo,15 shows that prices can be higher
in developing than in developed countries.

The human cost of high-priced medicines
is illustrated by the case of HIV/AIDS. The
number of people who will die could be
significantly reduced if cheaper medicines
were available. UNAIDS16 has stated that, 
‘barring a miracle’, 25 million people in 
sub-Saharan Africa
are going to die
from opportunistic
infections resulting
from HIV/AIDS. This region accounts for over
73 per cent of the global number of cases.
The actions undertaken by the Brazilian gov-
ernment, another country suffering from a
high incidence of HIV/AIDS, highlight the
impact that decreases in drug prices can

have. Brazil has a policy of universal access 
to anti-retroviral drugs that benefits nearly
all AIDS patients in the country. Through the
local manufacture of generic drugs  (low-cost
copies) that were not patent-protected, and
bulk purchases of imported drugs, the gov-
ernment succeeded in bringing down the
costs of annual double therapy by 80 per cent
between 1996 and 2000. Moreover, between
1996 and 1999 the mortality rate was halved.
This approach is now threatened by the
WTO’s rules on IP protection.17

The impact of HIV/AIDS can have a sdevas-
tating effect on family income as it eats into
both limited budgets and productive capac-
ity. An Oxfam study in Uganda showed that
HIV/AIDS-affected households faced a loss in
income, rising medical costs, and increased
workload for carers – usually women and
children. Despite desperate need and crip-
pling constraints on Africa’s health budgets,
the report on ‘Patents and Prices’ shows that
GSK’s lamivudine, used in the treatment of

HIV/AIDS, is on average 20 per cent
more expensive in
Africa than in ten
advanced industrial

countries surveyed.18 In Malawi, where per
capita gross national product (GNP) is
US$190, the study found the market price for
a 150mg course of 60 tablets of lamivudine to
be US$530. GSK has informed Oxfam that
their current price in Malawi is US$75 for 100

US$530 in Malawi

US$810 in Mozambique

check India is still here?
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GW acknowledges 
the concern of critics of
multinational, research-
based pharmaceutical
companies ‘that
intellectual property rights
enable pharmaceutical
companies to sustain high
drug prices which prevent
necessary products from
being available in poor
countries’

tablets. In neighbouring Mozambique, where
Oxfam works with people recovering from
years of war and devastating floods, the cost
for the same dosage rises to  US$810. In both
countries over 14 per cent of the adult popu-
lation lives with the virus.19

There are two areas of concern. First,
though these prices may in some way repre-
sent what can be paid by a few, they bear lit-
tle relation to what the vast majority of poor
AIDS sufferers can afford. Secondly, although
the influence on prices of exchange rate fluc-
tuations, tariffs, VAT, inflation and margins
charged by distributors and retailers makes
cross-country comparisons difficult, even
within the same market, generic equivalents
are significantly cheaper. In India, where
100mg of GW’s zidovudine (AZT) costs
US$119, a generic version sold by Cipla 
costs only US$42. 

GSK is not alone in determining prices
irrespective of whether the poor can pay. 
The antibiotic, ceftriaxone sodium, on which
Hoffman-LaRoche holds just under 100 Swiss
patents, can be used in the treatment of
acute respiratory tract infections that led to
3.45 million deaths in 1998. According to the
same study (‘Patents and Prices’), ceftriaxone
sodium costs on average 30 per cent more in
Latin America than in developed countries.20

These examples clearly show that companies
lack transparent pricing policies.

GSK is one of five companies participating
in a public private partnership known as the
Accelerating Access to HIV/AIDS Care and
Treatment Initiative, through which appro-
priate facilities are identified and medicines
supplied to governments at substantial dis-
counts as part of a national AIDS plan. The
initiative is considered later in this report.

The increased burden of Trade-
Related Aspects of Intellectual
Property Rights (TRIPS)
In its annual report for 1999, GW acknowl-
edges the concern of critics of multinational,
research-based pharmaceutical companies
‘that intellectual property rights enable
pharmaceutical companies to sustain high
drug prices which prevent necessary prod-
ucts from being available in poor countries’.
The company goes on to argue ‘that weaken-
ing intellectual property rights will not
address (the) problems’ that prevent poor
people in the developing world from having
access to medicines. It cites these problems
as being poverty, lack of health-care infra-
structure, and absence of political will.

GW thus shows itself to be sensitive to 
the need to respond to the growing concerns
about how strengthened IP protection,
enshrined in WTO rules, threatens to add to
the global disease burden by increasing drug
costs. The timing is not coincidental. Many
developing countries were given a period of



grace before they had to comply with the
agreement on TRIPS. The agreement was
negotiated with other international trade
agreements during the Uruguay Round
trade negotiations of the General Agreement
on Tariffs and Trade (GATT) from 1986 to
1994. The TRIPS agreement lays down new,
stricter minimum standards of IP protection
that are a condition of WTO membership. 
By 2000 many developing countries were
required to have passed national legislation
guaranteeing to offer patent protection for
20 years. Some countries were granted an
extra five years during which they were
required to grant exclusive marketing rights
to companies holding product and process
patents. All countries, including the least
developed, must comply by 2006. Failure to
comply with the agreement leaves WTO
members open to trade sanctions.

The result is that developing countries
will lose the right to produce or import 
low-cost copies of new and patented drugs.
Competition will only operate only between
patent holders as generic producers are effec-
tively squeezed from the market, and the
opportunity to achieve greater self-reliance
in drug production through ‘copying’ drugs
(using reverse engineering) will end.

The TRIPS agreement contains limited
safeguards which permit governments to
override a patent in the public interest.
However, the provision for ‘compulsory
licensing’ is hedged with conditions that
make it difficult for developing countries to
employ in practice. In addition, production
of a new medicine under a compulsory
license will not be economically viable
unless there is a substantial local market.
TRIPS also allows parallel importing (import-
ing a patented product from wherever it is
cheapest), which is an important check on
overpricing by companies. Pharmaceutical
companies and the US government are

unfortunately putting pressure on develop-
ing countries to exclude both these policy
options from national IP legislation.

There are multiple and complex reasons
for poor people’s limited access to medicines.
However, poverty and price (upon which IP
agreements have a direct bearing) are criti-
cally linked. In the absence of health-service
provision, households in sub-Saharan Africa
pay for almost two-thirds of pharmaceutical
sales. In South Asia the figure rises to 80 per
cent. Drugs are typically the largest single
item in household spending on health. For
poorer families already living at the very
margins of existence, the slightest increase
in cost is felt acutely. Drug costs also feature
highly in national budgets. In Mali, Vietnam,
and Colombia pharmaceuticals account for

Under new WTO rules
developing countries will
lose the right to produce
or import low-cost copies
of new and patented
drugs

>
Developing countries have to offer
patent protection for at least 20 years
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Operating profit on
Combivir in 1999 was
US$89m more than 
health outlays of
ARIPO members >

over one-fifth of total public-health 
spending, compared with 13.8 per cent 
in England.21

But health considerations do not deter-
mine pricing decisions. Industry analysts cal-
culate that up to 80 per cent of market share
may be lost on patent expiry. It was precisely
the loss of these potential sales that the
TRIPS agreement was designed to delay for as
long as possible. Crédit Suisse First Boston
regards ‘the pharmaceutical industry as
being the greatest beneficiary of the GATT
agreements’22 upon which TRIPS is based.
However, Oxfam fears that the agreement
will keep prices high and drugs out of the
reach of the poor as illustrated by the follow-
ing example of combination therapy, lamivu-
dine (3TC)/zidovudine (AZT) Combivir, used
in the treatment of HIV/AIDS.

GW filed for a patent on lamivudine/
zidovudine Combivir in the UK in October
1996. In this single drug, the company has
two-thirds of a triple-therapy treatment
which, for people able to use it, has made the
difference between living with controlled
symptoms of HIV/AIDS and death. A year
later, on 29 October 1997, the company filed
for its international registration with,
amongst other organisations, the African

Regional Industrial Property Organisation
(ARIPO). The ARIPO office, based in Harare,
receives and examines patent applications
and is empowered to grant regional patents.
Individual Member States are then required
to accept the patent. If the country informs
ARIPO that it will not accept the patent, this
is registered and the patent will not apply. If,
however, they fail to respond, the patent is
granted by default. Since the TRIPS agree-
ment was signed, the duration of all ARIPO
patents has been extended to 20 years.
Member States are currently in the process 
of modifying national patent law to 
comply with TRIPS.

Combivir is a good example of how 
the signing of the TRIPS agreement offers a
blanket global patent protection in countries
where it was not previously offered.
Combinations of lamivudine and zidovudine
are patented to GSK for twenty years beyond
the date of filing. This means that, even
though it may be available and significantly
cheaper, the earliest a generic copy of the
drug could be sold in countries which are
signatories to the agreement is 2016.

ARIPO members include countries with
some of the highest incidence of HIV/AIDS 
in the world: Tanzania (1.3 million people),
Mozambique (1.2 million)23, Kenya (2.1 mil-
lion)  and Uganda (1.5 million )24. Nine of its
fifteen member states are categorised by 
the UN as amongst the poorest countries 
in the world25. 

GW contributes all of GSK’s anti-HIV 
sales. Anti-retrovirals constituted 11 per cent
of GW’s total group sales in 1999. For that
year, GW’s gross margin on drug sales was 
80 per cent. Combivir is GW’s biggest selling
anti-retroviral. Assuming a GW group-aver-
age profitability of 80 per cent, the com-
pany’s gross profit on Combivir in 1999 was
£363m (US$588m). Operating profit on this
single drug, on the same assumption, would
have been £151m (US$245m) in 1999. For the
same year the average amount spent by
ARIPO member states on all health outlays
was US$156m – US$89m less than GW’s
profit on this one single drug.26
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The second area for concern about TRIPS,
after duration, is how it extends the scope of
intellectual property. In the past, all coun-
tries could determine their own IP regimes
based on an assessment of need, which
included domestic industrial development
and the protection of national social and eco-
nomic interests. No longer. Membership of
the WTO now requires countries to agree to
universal IP protection or face the possibility
of trade sanctions.  Trade sanctions can be
imposed if a complaint is made by a WTO
member and  is upheld by a WTO Dispute
Settlement Board. Financial Times journalist
David Pilling recently articulated a com-
monly held assumption when he stated that:
‘drug companies do not bother to protect
their intellectual property in less important
markets’. The TRIPS agreement reverses this
tendency and facilitates a move to compre-
hensive global patent protection, despite the
fact that developing-country share of the
international drug market is so small.

Until the TRIPS regime was introduced,
some governments allowed local companies
to produce, market, and export generics
(low-cost copies of  drugs patented in the
industrialised countries). In this way, coun-
tries such as India, Brazil, and Egypt were
able to bring down the prices of drugs for
their own populations and reduce their
reliance on imported products. Through
their exports they were also able to keep
prices down in other poorer countries, 
most of which do not have their own gener-
ics industries. Cipla Ltd., India’s largest drug
manufacturer, has played a significant role
in exporting generic equivalents of patented
medicines at reduced prices to other develop-
ing countries.

The growth in the incidence of HIV/AIDS
in Ghana has seen a corresponding increase
in interest by the producers of anti-retrovi-
rals to enter the market. There is currently
no government funding for AIDS drugs in

Ghana so the competition for market share
takes place within the private sector. In the
summer of 1999 GW was awarded a licence
by the Food and Drug Board (FDB) in Ghana,
(the authority charged with controlling
movement of medicines into the country) 
to market Combivir. A year later, in July 2000,
a local Ghanaian distributor attempted to
introduce a number of new Cipla products
onto the market. These included Duovir, a
generic copy of Combivir, which before then
was not registered for distribution and sale
in the country.

At this point GW notified the FDB that 
the potential import of Duovir was illegal 
on both patent and registration grounds.
The FDB ordered Healthcare Services to stop
Duovir’s introduction. Cipla then attempted
to donate the product to doctors in Ghana,
but the FDB refused import. At this point,
GSK notified Cipla and the Ghanaian 
distributor of its patents on lamivudine and
zidovudine in Ghana, and sought assurance
that they would ‘cease all infringing activity
… and respect the above mentioned patent
rights’. Although it was stated that no imme-
diate action would be taken, the letter served
as a warning to Cipla that continued
infringement of patent rights would be chal-
lenged. A similar letter was written to Cipla
with regard to patents on these drugs in
Uganda in November 2000.

Cipla has responded to patent claims 
with a letter of its own asking for clarity in
which countries GW intends to assert its IP
rights in products containing lamivudine
and zidovudine, and requesting a non-exclu-
sive voluntary licence where GW has patents
or other IP rights for products containing
them. It then offers to pay royalties ‘as high
as 5% of net sales’ in exchange. Oxfam has
some concerns about the consequences of
bilateral agreements between companies
that cut out governments.

The long tentacles of the TRIPS agreement

>
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GW’s challenge to the
sale of Cipla’s generic
equivalents of Combivir is
likely to prove devastating
to those of the 440,000
Ghanaians currently
infected with HIV who
might have been able to
afford a cheaper generic
equivalent

In both Ghana and Uganda there are 
people who question whether GW’s claims
would be upheld in court. Christopher Kiige,
head patent examiner of the African
Regional Industrial Property Organisation
(ARIPO), responding to the Ghana case, has
said that ‘If (Glaxo officials) went to court,
they would lose.’27 When Glaxo registered
three of the patents referred to in its commu-
nication with Cipla, Ghana’s patent law did
not allow patents to be issued for pharma-
ceutical products. In Uganda, existing patent
law relating to pharmaceutical inventions 
is not clear as to whether a patent applica-
tion for a product includes combinations 
or new formulations of the active 
ingredient of a drug.

Despite this, the threat of action is effec-
tive. Duovir is unlikely to be able to enter the
Ghanaian market in these circumstances.  In
Uganda, despite the fact that as a least-devel-
oped country it could wait until January
2006 to introduce the provisions of the TRIPS
agreement in its patent law, the Minister of
Justice has already announced that the
Government will soon table before parlia-
ment the Patent Amendment Bill.28

GW’s challenge to the sale of Cipla’s
generic equivalents of Combivir indicates
that multinationals will use their recently
strengthened IP protection to its full extent.
This might initially please the investment
community, but it is likely to prove devastat-
ing to those of the 440,000 Ghanaians cur-
rently infected with HIV who might have
been able to afford a cheaper generic equiva-
lent. GlaxoSmithKline sells Combivir to the
private sector in Ghana at a price of approxi-
mately US$4.20 per day. Each tablet contains
150mg lamivudine and 300mg zidovudine.
The same dosage of Cipla’s generic, Duovir,
was selling at US$3.5 per day - a saving of 70
cents, which is significant for low - income
households already struggling to meet 
drug costs. 

The case of Uganda is significantly differ-
ent due to the country’s decision to partici-
pate in the Accelerating Access to HIV/AIDS
Care and Treatment Initiative, through
which the price of medicines, including
Combivir, is substantially significantly
reduced. Until December 2000 GW was sell-
ing Combivir at around US$5 per day. Cipla’s
corresponding price for  Duovir was approxi-
mately US$3 per day.  Under the agreement,
GSK has agreed to bring the price down to
around US$2 per day (see Part 4).

It is precisely this role played by generic
medicines in driving down patented drug
prices that critics of the TRIPS agreement
fear will be lost. GlaxoSmithKline has
informed Oxfam that it has highlighted to
Ghanaian health officials the advantages of
the AAI, including the offer of Combivir at
$2.00 per day to Ghana, should that country
become part of the Initiative.  It acknowl-
edges that ‘this is in line with the price
which Cipla is reported to have offered on
their generic version of lamivudine/zidovu-
dine’. If the Cipla equivalent had not been
available would other, higher - priced,
patented drugs have been the benchmark
against which competitive offers are set?

The unfolding case of Combivir is an
illustration of how pharmaceutical com-
panies will be able to operate the TRIPS
agreement to their advantage. It is hard to
understand GSK’s reason for pursuing
this particularly narrow interpretation of
what is permissible under TRIPS, particu-
larly in poor countries struggling to com-
bat the AIDS epidemic. Combivir has been
on the market since October 1997. Global
sales and estimated operating profit on
the drug since that date comfortably
exceed £1bn (US$1.5bn) and £300m (and
rising) respectively. For those poor coun-
tries not benefiting from any preferential
pricing scheme, the net result of
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enhanced patent protection under TRIPS
is a  windfall gain to GSK at their expense.
It is not only from new patented drugs, such
as Combivir, that companies will benefit
from the TRIPS provisions. For many years
they have used a technique known as ‘ever-
greening’ to avoid the financial impact of
patent expiry. The process involves introduc-
ing changes – sometimes only minor
changes – to the original drug compound
and applying for a new patent, usually close
to the time when the original patent expires.
As a result of this and of accelerated develop-
ment and approval periods, the average
patent life of many drugs has increased by 
at least 50 per cent since the early 1980s.30

Public-health advocates consider changing
doses or combinations of existing molecules
as ‘ever-greening’.

One of the existing products used to treat
pneumonia is GSK’s broad-based antibiotic,
Augmentin (Amoxycillin/clavulanate potas-
sium). The drug is used extensively in devel-
oping countries where it plays a critical role
in public health. A generic version is used in
many of the essential drugs lists, drawn up
by developing-country governments as a way
of prioritising and rationalising expenditure
on drugs. The lists consequently make up the
bulk of government drug costs. Augmentin is
about to come off-patent in many countries,
and it is probably no coincidence that it is at
this moment that GSK hopes to launch a new
paediatric suspension version of the same
drug. The older, off-patent version of
Augmentin will still be available, and in the-
ory there is nothing to prevent its continued
use. However, there is likely to be significant
demand for the new product if doctors and
patients become convinced that the ‘new’
patented suspension is more effective
than the older generic version.

Oxfam, therefore, cannot agree with
GW’s comment that weakening IP rules will
not address the problems of access. It is cer-
tainly insufficient by itself, but as the exam-
ples above illustrate, WTO-protected IP rules
are likely to exacerbate the problems of a
pricing system that already militates against
the poor, because they will keep prices
artificially higher for longer. 

Patent protection is premised on the
grounds that allowing companies to recoup
R&D costs constitutes a justifiable public
good and encourages future investment. 
If guaranteeing marketing exclusivity
increases prices and drives out generic
competition, the justification in terms of
public good is lost, and patent protection
should be lifted.

There are difficult challenges ahead, 
and companies have legitimate concerns.
One concern is the problem of leakage,
whereby products made available at conces-
sionary rates in one market are sold on or re-
exported for re-sale in a richer market. One
step to avoid this would be the introduction
of  stringent packaging requirements that
make products easy to identify. They should
be accompanied by international efforts to
crack down on counterfeiting. Another con-
cern is the problem of unfavourable bench-
marking, whereby Northern consumers
demand that drugs are sold at developing-
country prices in industrialised markets.
This should be possible to avoid by linking
the price to country gross domestic product
(GDP) or to the Human Development Index
(HDI), or by using similar procedures that
have been successfully deployed to promote
cheaply available vaccines. 

‘ever-greening’
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Section 4

Investing in R&D

‘avoid R&D on diseases of
the third world because
they are unprofitable’
Developing-country share
of R&D has now fallen to
four per cent of the global
total. >

The second major criticism levelled against
research-based multinational pharmaceuti-
cal companies, according to the GW 1999
Annual Report, is that they ‘avoid R&D on
diseases of the third world because they are
unprofitable’.

Oxfam shares this concern. Developing-
country share of R&D has now fallen to four
per cent of the global total. 0.2 per cent of all
annual health-related research is spent on
pneumonia, diarrhoea, and tuberculosis –
three poverty-related ailments which
account for 18 per cent of the global disease
burden.31 The pharmaceutical industry
claims that, taking into account the expendi-
ture on unsuccessful therapies, the cost of
bringing a new drug to market is US$500m.
In 1999, combined funding for R&D into a
range of drugs to treat acute respiratory
infections, diarrhoea, malaria, and tubercu-
losis was less than that amount.32

The global pharmaceutical industry 
is a knowledge-based industry. Success is
awarded to innovations which turn this
knowledge into commodities that attract
consumers in an intensely competitive mar-
ket place. Massive technological advances
have made it possible to develop ever more
sophisticated and targeted treatments for
those who can pay. Companies such as GW
and SB have used them to great effect to
make available pioneering products 
such as the diabetes drug, Avandia 
(rosiglitazone maleate) .

Increased patent protection is sometimes
cited as an incentive for private firms to
spend more money on R&D on diseases asso-
ciated with poverty, because it prevents
generic competition from undermining the
capacity of companies to recoup associated

costs. Basic laws of supply and demand mean
that the majority of pharmaceutical compa-
nies manufacture and  market their prod-
ucts predominantly in industrialised coun-
tries. Health expenditure as a percentage of
developing country gross domestic product
(GDP) varies, but in most cases it is under five
per cent. Those who argue that increased
patent protection is likely to lead to greater
R&D expenditure must be able to prove that
the potential market for a drug is sufficiently
strong to merit the investment.

It is widely accepted that the potential
market for new medicines to treat TB,
malaria, and many other diseases of the
developing world is not currently commer-
cially viable.  GSK has played a leading role in
discussions with the WHO, the World Bank
and others about possible ways to create
such a viable market, for example by estab-
lishing procurement funds. However, at the
same time, GSK is a leading voice at the EU
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Trade Commission advocating extended
patent protection as a means of promoting
research into tropical diseases.

In many poor countries strong potential
markets do not exist. Health spending in
Bangladesh is equivalent to 1.6 per cent of
GDP. Total health expenditure, including
staffing, infrastructure, and drugs, for 1996-
98 averaged US$17 per person.33 Although
expenditure on drugs is a high proportion of
public-health costs, second only to staff costs,
the market would at best be approximately
half that figure. In Uganda per capita health
spending is US$14 per person. These sums
are totally over-shadowed by the potential
markets in developed countries. Per capita
health expenditure in the USA between 1996
and 1998 was US$3,724. The equivalent
figure for the UK was US$1,193, 97 per cent 
of which was paid for out of public funds.34

There are developing countries with
larger middle classes and greater market
potential. Health expenditure in Brazil is
US$50bn, in India US$22.36bn, and in China
US$25.89bn.35 According to Intercontinental
Medical Statistics (IMS), Brazil is the world’s
seventh largest pharmaceutical market with
total annual sales of US$8.9bn. It is in coun-
tries such as these that the argument about
incentive could have more weight. The
Brazilian pharmaceutical market has two
important features for consideration by 
companies wanting to enter. The first is that
between ‘40 and 50% of the population have
limited or no access to needed pharmaceuti-
cal drugs’. The second is that the market is
concentrated among Brazil’s richest states
where the minority of the population with
consumer power is concentrated. The poor-
est income group, representing the majority
of the population, represents only about
‘16% of the market share of drugs con-
sumed’. The most widely consumed drugs 
in Brazil are analgesics, anti-inflammatories,

and vitamins. Brazil is the world’s largest
consumer of amphetamines. Sales of anti-
depressant drugs such as Prozac have
increased by 43 per cent in the past two
years.36 Thus, inequities in the global market
are reflected within a single country. There
are clear incentives for pharmaceutical com-
panies to research and develop drugs for the
Brazilian market, but closer scrutiny shows
that the specific market for diseases of the
poor is not promising, and thus unlikely 
to lead to much innovation.

The limited potential purchasing power
of people suffering from poverty-related
disease is arguably a much greater disin-
centive to research into diseases of the
poor in these markets than any patent
protection consideration is an incentive.
As SB commented on its own website: 
‘In this [highly competitive] climate, the 
fortunes of any healthcare company depend
on its ability to discover, develop, and market
innovative new products faster and more
effectively than the competition. Survival
depends on understanding both where sci-
ence is heading and what the market is
demanding.’37 If companies want to per-
suade public policy makers that R&D into
diseases of the poor will flow from patent
protection, they must be able to argue pre-
cisely which diseases they will be targeting
for which market, complete with data indi-
cating potential sales against health budgets, 
and explain how the research will be 
undertaken. Without this information, the
benefits to the majority of people in develop-
ing countries remain hypothetical, while the
benefits to companies are only too apparent.

“ Critics say that R&D companies avoid
R&D on diseases of the third world
because they are unprofitable”
Glaxo Wellcome 1999 Annual Report
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In the face of increased public pressure 
on companies to bring down the prices of
drugs, and in recognition of the gap between
desperate human need and people’s capacity
to pay for treatment, most large companies
are now actively involved in global efforts to
improve the access of poor people to badly
needed medicines. A range of initiatives,
linking public sector and private philan-
thropy, have emerged to combat HIV/AIDS,
leprosy, malaria, tuberculosis, lymphatic
filiariasis, leishmaniasis, cholera, cancer,
and diabetes. Some initiatives provide vac-
cines, others medicines; some offer acceler-
ated access to treatments, others R&D. Some
are large and well publicised, such as the
Global Alliance for Vaccines and
Immunisation (GAVI), others are small – 
and well publicised. They may take the 
form of donations or reduced prices. 

Some initiatives are bilateral efforts
between the company and individual 
governments, while others are co-ordinated
through the WHO. GSK has a vaccines portfo-
lio, through which vaccines are sold to devel-
oping country governments and agencies
such as UNICEF at significant discounts, 
with important public-outcomes. GSK 
will also maintain support to bigger global
initiatives such as the Medicines for Malaria
Venture and the Accelerating Access to
HIV/AIDS Care and Treatment Initiative.

Public–Private Partnerships:
the answer to R&D needs?

Many public–private
partnerships have turned
their attention to malaria
and to the chronic
shortfalls in research
funding for this disease. >
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Malaria 
Many public–private partnerships have

turned their attention to malaria and to the
chronic shortfalls in research funding for
this disease. Despite a global total of 300 mil-
lion sufferers, a study by The Wellcome
Trust38 calculated total public expenditure
on R&D for malaria in 1995 as being just
US$84m, and industry investment even
lower. Although there had been predictions
that malaria would be controlled by the end
of the last century, the disease continues to
be a major health challenge in developing
countries. It takes a terrible personal toll and
can also have a devastating impact on the
economy. It is estimated, for example, that
sub-Saharan Africa’s annual GDP would rise
from US$300bn to US$400bn39 if malaria
were controlled – an increase equivalent to
nearly five times all development aid to
Africa in 1999. More than 90 per cent of all
malaria cases are in sub-Saharan Africa,
where 3,000 children under five die each 
day from the disease.40

Difficulties started in March, when their five-
year-old daughter, Grace, had a serious bout of
malaria. Given the lack of money, their first
recourse was with local herbs. Unfortunately, the
little girl’s condition did not improve. The family
borrowed money and bought a few tablets of
aspirin and chloroquine from the local shop. After
some improvements, the girl’s health rapidly dete-
riorated two weeks later…Her parents then sold
some chickens and, with the help of neighbours,
took her to Ngoro Hospital, where she was immedi-
ately admitted. However, the family was asked to
pay money they did not have. They went back home
to look for money. It was too late. She died on 8
May and was buried the next day.41

The malaria organism’s growing drug
resistance – partly caused by heavy reliance
on one drug – exacerbates the problem.
Chloroquine used to be a cheap and effective
anti-malaria treatment, but it is now virtu-

ally ineffective in many cases in sub-Saharan
Africa. There is growing resistance to
another generic, sulfadoxine/
pyrimethamine (s/p) in South East Asia and
now in sub-Saharan Africa. The best hope for
patients in the short and medium term is a
combination of drug therapies. In the longer
term, a malaria vaccine to prevent the dis-
ease remains a goal for the scientific and
public-health community. 

Prior to the merger, both GW and SB 
were actively involved in projects to tackle
malaria. GSK inherits the GW anti-malarial
drug Malarone, a combination therapy of
atovaquone and proguanil, and the SB com-
bination, Chlorproguanil/dapsone LapDap.
The programmes operated by GW and 
SB illustrate different approaches to 
the problem.

SB’s Tropical Diseases Unit undertakes
R&D into neglected diseases in the develop-
ing world. It focuses on medicines that are
appropriate, affordable, and potentially
accessible. Its existing portfolio produces
drugs for the treatment of common
helminths (worms), malaria, and diarrhoea.
Its new portfolio includes the anti-malarial
LapDap. The drug’s development funding
was financed by SB, the WHO and the UK
Government’s Department for International
Development. All three are also involved in
planning and implementation of the 
drug’s development. 

LapDap is now in Phase III of clinical 
trials with promising results. Once launched
it will be a critical treatment able to combat
resistance to s/p. It has a short half-life, there-
fore bringing down the likelihood of further
resistance. It will be cheap and safe even for
small children. The programme is designed
to allow LapDap to be incorporated into
national policies and programmes on essen-
tial drugs. Most critically, LapDap will come
on to the market without IP protection. 

MALARIA
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This landmark decision means that the price
is kept low (US$0.50 per treatment) and com-
petition allowed to thrive.

The existence of the Tropical Diseases
Unit is guaranteed for at least a year after 
the merger. It survives by turning in an
‘acceptable’ profit (as opposed to a maxi-
mum), by using existing compounds (i.e. low
innovation costs), and by winning over key
members of the company’s senior manage-
ment to the argument which links risk man-
agement with the concept of ‘doing what is
right’. The lessons learnt by this unit in its 
15 years of existence, and these operating
principles, set a useful precedent for 
public–private partnerships.

The contrast with Malarone is striking.
GW began operating its Malarone Donation
Programme with advice from an Advisory
Council and a pilot phase is being imple-
mented in partnership with the health min-
istries of Uganda and Kenya in 1999.
Malarone has a 98 per cent success rate in
the treatment of uncomplicated malaria,
and is also in use as a prophylactic drug. 
The company has agreed to donate up to one
million treatment courses. As new, safe, and
affordable anti-malarial drugs are unlikely 
to be available in the near future, Malarone
must be protected from misuse that would
lead to further drug resistance. To meet this
challenge the programme is developing
slowly in an attempt to ensure that Malarone
is only used for cases that are resistant to
standard first-line drugs. By July 2000 GW
was able to report that the programme had
successfully treated 223 patients in 7 
district hospitals. 

These pilot projects will provide useful
information when assessing the need for
Malarone as a treatment for patients with s/p
resistant malaria. The programme adminis-
trators estimate that 136,382 cases on its
Kenyan sites will fulfil the necessary criteria

to make Malarone use appropriate. The
figures would increase if scaled up to cover
the whole country. A recent study based on
the number of children affected on the coast
of Kenya, and on conservative estimates of
clinical failure of first-line treatment, con-
cluded that ‘it is conceivable that the
required courses could be over half million
treatment courses each year for children 
in stable malaria areas.’42

Malarone illustrates another critical 
challenge facing the health-care community
– the high cost of new therapies. GSK has
stated that the drug contains complicated
molecules, which although already known,
are expensive to produce. This cost is
reflected in the price of Malarone (US$ 42 
for 12 tablets containing 250 mg atovaquone
and 100 mg proguanil). This makes it the
most expensive anti-malarial in a very small
portfolio of possible treatments. 

The Malarone Donation Programme 
is a welcome initiative, especially for those
patients who will be able to access such effec-
tive and much-needed treatment. It will also
serve to provide information on the need for
and effective delivery of this drug. However,
the imbalance between need and limits of
the donation (however generous one million
doses may be) and the high price of the drug,
have led both developing-country govern-
ments and members of the public-health
community to express concerns about the
sustainability of this programme.
Participating countries have not considered
it feasible to incorporate the donated
Malarone into their national plans for
malaria control. At current prices, and using
the programme’s own estimates, it would
cost the Kenyan government US$ 5,728,044
per year to treat the 136,382 patients need-
ing Malarone in the project hospitals.  This is
equivalent to almost half the total recurrent
government budget allocation for essential
drugs (US$10.6 in 1997-98).43
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This pricing situation is unlikely to change
unless the company offers substantial reduc-
tions. Generic competition which might be
able to drive the price down will not be able
to compete in this case because GSK holds
intellectual property protection on Malarone
and, contrary to the LapDap example, has
not shown signs of waiving its patent rights.
The company is to be commended on its pol-
icy of controlling sales in the private sector,
in order to avoid misuse and development of
resistance. Such considerations, however,
can also be applied to LapDap and any other
anti-malarial designed to tackle resistance.
The issue here is about controlled treatment
regimes. There is no reason to assume that
were generic companies able to produce a
cheaper copy, that it could not be adminis-
tered in a similarly carefully monitored fash-
ion as part of a government’s malaria pro-
gramme.  

The Malarone Donation Programme illus-
trates both the strengths and the weaknesses
of public–private partnerships. On the posi-
tive side, it is a methodical programme that
involves public-health officials and local pop-
ulations in a treatment regime that acknowl-
edges the risks of drug resistance and
attempts to address them. On the negative
side, it demonstrates the difficulty of scaling
up programmes of high-cost therapies. The
consequence is that Malarone’s full potential
is not currently being realised. 

A representative of GSK has told Oxfam
that scaling up the programme should be
paid for by developing-country governments
taking out soft loans with the World Bank.
Uganda and Kenya are already crippled by
external debts which represent 58 per cent
and 61 per cent respectively of their GNP.
Incurring further debts to meet this public-
health crisis is wholly inappropriate.

The Accelerating Access to HIV/AIDS
Care and Treatment Initiative 
In May 2000 GW (now GSK) was one of five

companies to sign up to a public–private
partnership to accelerate access to HIV/AIDS
care and treatment in developing countries.
By December 2000 the project was able to
report expressions of interest from over 20
countries and GW to have signed agreements
with the governments of Senegal and
Uganda, bringing down the price of anti-
retroviral lamivudine/zidovudine Combivir
in both countries to around US$2.00 per day.

GW announced the public–private agree-
ment with the Government of Uganda on 3
December 2000. Before the agreement, GW
was selling Combivir at around US$5 per day.
Duovir, Cipla’s generic version, was selling at
approximately US$3 per day. Duovir was not
legally available for sale in Uganda. The
agreement brings the price of Combivir to
below that of Duovir. However, it is not clear
from company press releases what the terms
of the agreement are, what quantities are
involved, or for how long the offer lasts. 

The Government of Uganda estimates
that 1.5 million Ugandans live with HIV/AIDS
(over seven per cent of the population).
Providing treatment to all those who need 
it is extremely difficult for a government
whose per capita health budget is estimated
at only US$14. The Government of Uganda
has made a commitment to make cheap
drugs available through a joint Ministry of
Health/UNAIDS Drug Access Initiative. And 
it has received international recognition for
the success of its HIV/AIDS prevention and
education programmes. It is not surprising,
therefore, that an agreement which reduces
prices to below the existing price charged by
companies for their patented product is an
attractive one. On 5 January 2001 GSK
received the US Food and Drug

It is to be hoped that
Trizivir will be made
available under
public–private partnership
agreements and GSK will
undertake the necessary
clinical benefit/risk of this
new treatment in
resource-poor settings.
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Administration (FDA) approval for Trizivir, a
three-in-one Aids drug. Analysts predict that
the drug could have annual sales of more
than US$100m within two years. It is to be
hoped that this new treatment will be made
available under public–private partnership
agreements and that to make this possible,
GSK will undertake the necessary clinical
benefit/risk of this new treatment in
resource-poor settings. 

The agreement between GW and the
Government of Uganda is one illustration 
of how competition from generic producers
can encourage companies to cut the price of
branded medicines. The availability of gener-
ics on the market tends to set a yardstick for
price which responds to public-health con-
siderations as well as profit. The agreement
should be carefully monitored: at the same
time that GW was negotiating a market for
reduced-price Combivir in Uganda under the
Accelerating Access Initiative, the company
was preparing to challenge Cipla’s imports of
a generic equivalent into the same country. 

Three weeks after the agreement was
announced, the Ugandan Minister of Justice
is reported to have said that the Government
will soon table before parliament the Patent
Amendment Bill, even though – as a least-
developed country – Uganda has until

January 2006 to introduce the provisions of
the TRIPS agreement in its patent law. In the
meantime it is to be hoped that public–pri-
vate partnership agreements are sustainable,
are built in to national essential drugs poli-
cies, and do not prevent developing coun-
tries from benefiting fully from the price
cuts brought about by generic competition. 

In addition to those public–private part-
nerships in which it is involved, GSK will
have an impressive philanthropy portfolio. 
It provides support to individual, country-
based projects, such as training on mother
and child health, counselling and preven-
tion training on HIV/AIDS, and training of
health-care workers in childhood diseases 
in South Africa. Other projects include a lep-
rosy programme in Brazil, funding of health
units for Afghan refugees in Pakistan, an
urban sanitation project in Bangladesh,
funding of hospital wards in India, purchase
of laboratory equipment in Tanzania, and
funding of nurses’ scholarships in Thailand.
Oxfam welcomes initiatives that can provide
treatments that would otherwise be unavail-
able to very poor people. Though valuable in
themselves, these projects should not be
seen as the solution to the problem of poor
people’s access to affordable medicines.
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Strong marketing is a key attribute of any
successful pharmaceutical company. Market
share is increasingly defined in global terms
as companies seek to extend sales through-
out the world, including in developing coun-
tries. One of the most significant changes
within the industry has been the move
towards regarding patients – rather than
their doctors – as consumers, and as a conse-
quence, the growing importance of market-
ing power. The introduction in the USA in
1997 of direct-to-consumer advertising
(DTCA) of named drugs was both a response
and a contribution to these trends. 

The growth in communications technolo-
gies is one of the critical factors behind the
redefinition of patients as consumers. People
now have greater access to information on
the internet and buy more pharmaceutical
products via e-commerce. But these changes
in the industry have led to concerns about
the public-health and budgetary impact of
unrestrained marketing of prescription
drugs. There are also calls for public-health
officials in government and inter-govern-
mental bodies to adopt the precautionary
principle44, which would mean undertaking 
a rigorous assessment of the future impact 
of legislation on public-health outcomes 
and budgets prior to its approval.

Concerns about excessive drug promotion
are not new. Revisions to a 1968 WHO strat-
egy now require that ‘all promotion-making
claims concerning medicinal drugs should
be reliable, accurate, truthful, informative,
balanced, up-to-date, capable of substantia-
tion and in good taste’. However, in May

1999, Resolution 52.19 of the World Health
Assembly found that ‘drugs continue to be
irrationally used by prescribers, dispensers
and the general public’, and that the unethi-
cal promotion of drugs in developed and
developing countries and the lack of access
to independent scientifically validated 
drug information were contributing 
to such abuse. 

Studies reviewing the source and reliabil-
ity of information to doctors in developing
countries reveal that ‘what health profes-
sionals know about medicines resembles the
information provided in the advertisements
of drug companies rather than scientific lit-
erature’. And in countries where many peo-
ple buy drugs without prescriptions, adver-
tising can have a significant impact on con-
sumption patterns. In Brazil, for example,
‘according to official statistics 80 million
Brazilians are accustomed to purchasing
medicines without prescription. In fact, for
every three boxes of medicine sold in Brazil,
only one is prescribed by a doctor.’ 45

Extensive political lobbying by pharma-
ceutical companies is also a source of con-
cern to those seeking an appropriate balance
between public-health interests and private
profit. Marketing budgets are used to pro-
mote both individual products and a com-
pany’s broader interests. Between 1997 and
1999, GW spent US$9.6m, and SB US$7.9m,
on professional lobbyists in the USA. GW was
ranked number 35 in the top 50 contributors
to the Republican Party in the US elections of
2000, donating over US$1million.46

Section 5

GSK’s superior marketing
power and influence
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Both GW and SB have also been active 
in various industry groups designed to pro-
tect their members’ interests. GSK  is a mem-
ber of the Pharmaceutical Research and
Manufacturers of America (PhRMA), which
represents the  leading pharmaceutical and
biotechnology companies in the US, and of
the International Chamber of Commerce.
Both pre-merger companies were active in
the Transatlantic Business Dialogue – an
informal process through which European
and US companies and business associations
develop joint EU-US trade policy recommen-
dations which are then forwarded to the
European Commission and the US
Administration. The Dialogue aims to 
‘boost transatlantic trade and investment
opportunities through the removal of costly
inefficiencies caused by excessive regulation,
duplication and differences in the EU and 
US regulatory systems and procedures’.

The influence of these kind of organisa-
tions is considerable, and it has paid hand-
some dividends – as testified by the recent
liberalisation of DTCA regulation and by
changes to IP law in favour of companies. 
Its effect can also be seen on US trade policy.
In the last year, the PhRMA has asked that
Argentina, Egypt, and India be designated
‘priority watch’ countries under the ‘special
301’ provisions of the US 1974 Trade Act. 
The provisions exist to support the ‘(US)
Administration’s continued commitment 

to aggressive enforcement of protection 
for intellectual property’.47 In August 2000 
the United States Trade Representative
announced that all three countries were
among those on the ‘priority watch list’,
meaning that they are under the threat of
trade sanctions. All three also have strong
generics industries that are attempting 
to withstand the impact of TRIPS.

It is not only the threat of trade sanctions
that may be used to persuade developing
countries to offer full intellectual property
protection. In March 2001 the Constitutional
Court in Pretoria will hear a case brought by
the South African Pharmaceutical
Manufacturers Association on behalf of its
members and international pharmaceutical
companies including GSK. The subject of dis-
pute is Article 15C of the South African
Government’s 1997 Medicines Act which the
companies argue undermines the terms of
intellectual property and patent protection
for pharmaceuticals in South Africa. South
African health officials say that the clause
allows the government to ensure that it has
the right to obtain the cheapest possible anti-
retrovirals available, in order to tackle the
AIDS epidemic which currently affects 4.2
million South Africans. Whatever the out-
come, the case will highlight the difficulties
faced by developing-country governments
when faced by the collective strength of the
world’s most profitable industry.



In order to address the challenges 
discussed in this paper, trade rules must
increase access to medicines, rather than
making them more expensive by undermin-
ing competition. At present, companies such
as GSK, which are involved in efforts to
widen access, tend to do so on condition 
that hard-won changes to IP law enshrined 
in TRIPS are not overturned. Oxfam accepts
the need for IP protection but argues over
the scope and duration of such protection.
The Human Genome project, arguably the
single most significant innovation in the
past decade, was developed almost entirely
without the application of patents. In the
past five years, during which many scientific
advances have been made, poor countries
have in any case been exempted from TRIPS
in order to give them time to adapt. This 
has not stifled innovation.

A flexible framework is needed to support
the research, development, and distribution
of vital medicines for diseases across the
developing world in a manner most appro-
priate to the market in question. For the
poorest countries this will include the sale 
of certain drugs at marginal price cost, deter-
mined by GDP and HDI levels, and possibly
donations. For the next tier  – countries in
the low-to-middle income bracket which lack
the ability to produce generics – it will mean
drugs companies accepting the apparent
right of those countries under TRIPS (under
certain defined circumstances) to import
generics from other countries to compete
against brand names. The problem would be
from where to get generics at an economic
cost. For developing countries that do pro-
duce generics, their governments should 

be free to issue compulsory licences to 
allow generic firms to undertake reverse
engineering to produce equivalents of new
drugs which are important to public health.
Alternatively, companies could allow volun-
tary licences and co-operate in technology
transfer. Although limited markets may be
lost, these are likely to be small. There is evi-
dence that in markets where generics and
brand-name drugs compete, wealthier
patients in any case opt for the latter. The
public-health gains would, in contrast, be
very large indeed. In the longer term the
TRIPS agreement should be reformed to 
give developing countries greater choice
about the length and scope of IP protection,
including priority medicines to safeguard
public health.

GSK could assume a critical leadership
role by adopting a more supportive approach
to public health in its policy towards develop-
ing countries, even within the current TRIPS
regime. The argument is partly about self-
interest. Building walls between the industri-
alised world and developing countries can-
not contain the spread of infectious diseases.
It is vital to find a way of creating0 new prod-
ucts to combat drug resistance, and make
these available in a strategic way, before the
race between scientists and microbes is won
by the latter.

It is also an issue of ethics. There is a
strong moral argument that those who own
and control medical knowledge should use
all means at their disposal to stop preventa-
ble diseases from killing millions of people
every year – particularly if they are using
their exclusive marketing position to prevent
others from developing this knowledge. 

Section 5

Conclusions: the challenge
to GSK’s management team
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Oxfam makes the following recommendations to GSK in the belief
that their adoption would make a major contribution to cutting the cost
of poor people’s access to vital medicines.

1 GSK should develop a clear policy setting out how it will meet 
its commitment to ‘maximising affordable access to medicines 
in the developing world’ within the first three months of the
company’s existence. This should specify the company’s
equitable pricing policy in respect of developing countries,
as well as address other aspects of access. This could provide
the basis for a price database administered by the WHO.

a) The policy should:

> Incorporate the principle that GSK’s trading and philanthropic 
activities will respect and be coherent with national health and
medicines policies and strategies. Practical implementation of the
policy should draw on the technical advice and expertise of the 
WHO, UNAIDS and other internationally recognised authorities.

Any commitment aimed at making medicines accessible for 
poor people through equitable pricing should not depend on bilateral
negotiations with governments for individual drugs. Rather, countries
should be banded according to objective criteria such as the UN’s
Human Development Index, and should be automatically eligible on
the basis of public-health needs and inability to pay.

> Set out clear, measurable targets for making available those products
in the GSK range that are relevant to public health, and which are
identified as priorities by their inclusion in national essential drugs lists.

> Be accompanied by international efforts to crack down on
counterfeiting of brand-name drugs.

> Distinguish between existing drugs (drugs which have already 
been discovered, including marketed products such as Malarone,
zidovudine, lamivudine and compounds already in late-stage 
clinical trials) and drugs that do not yet exist (which require 
increased R&D commitments).

Recommendations



> Include a commitment to forego IP privileges in developing countries
facing severe public-health problems, if such privileges are likely to
lead to an increase in prices in critical therapy areas.

> Include a commitment to ensure that the lobbying positions of PhRMA
and other industry interest groups balance public-health needs

> Include a commitment to accept government measures based on
public-health needs such as generic competition, reasonable price
controls, compulsory licensing/parallel imports etc.

b) Within the first year of operation the policy should have made the
following advances:

> Malarone should be made available under an equitable pricing
scheme to a wider range of developing countries, and should be
integrated in viable national strategies to combat malaria, advised 
by the WHO. This scheme should guarantee that the drug will not 
cost more than malaria treatments currently available in essential
drugs programmes.

> The Accelerating Access to HIV/AIDS Care and Treatment Initiative
should follow the same principles. GSK should then make Combivir
and Trizivir available on an equitable pricing basis via this scheme.
If this agreement is not forthcoming, GSK should commit itself to
foregoing IP enforcement on Combivir and Trizivir if such enforcement
will lead to an increase in the price of combination treatments.

> 0.3 per cent of GSK’s annual sales on all blockbuster drugs should be
made available to a US$5 billion international research fund, created
under the auspices of the WHO and operating without IP conditionality.

> GSK’s own research into tropical diseases should be scaled 
up in the Tropical Diseases Unit, whose continued existence 
should be guaranteed.

2. GSK should include the following information in its annual report:

> An evaluation of performance against policy. This should include
information about which drugs the company had intended to make
available in which markets, where, and why such intentions were either
succeeding or failing.

> Clear, disaggregated financial information about the amount dedicated
to research on tropical diseases.

> Information about the company’s key lobbying positions adopted
throughout the year.
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