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Abstract  

Globalization has contributed to the development of pharmaceutical 

industries in terms of medical exploration and trade among countries around 

the world. A number of pharmaceutical companies have been established 

throughout the world and become international businesses. Nowadays, 

pharmaceutical businesses in developed countries are more likely to embrace 

global agreement on intellectual properties and trade designed to keep 

competition fair. Multinational Pharmaceutical Companies (most of them are 

from developed countries) play a large role in both drug development and 

supply. According to ABPI in 2004, more than 60% of the world’s drugs 

consumption is supplied by only 20 big pharmaceutical corporations. Can it 

be argued that multinational pharmaceutical companies give benefit for 

pharmaceutical companies and people in developing countries around the 

world? This article will focus on several negative impacts occurred on 

developing countries.  

Key words : globalization, pharmaceutical industries, developing countries  

 

INTRODUCTION  

Globalization has been defined from different perspectives. Fundamentally, 

Held et al (cited in Guillen, 2001) argue that globalization is the process and 
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products of transfer in terms of goods, services, money, people, information, 

and culture. On the other hand, Cox specifies globalization as production and 

labor migration from north to south countries (Cox, cited in Healey, 2001). 

This brings Kanter (cited in Healey, 2001) to emphasize the fact that 

globalization has made the world a single market of commodities and ideas.  

There is no exact starting point for globalization. Many experts claim it was 

started when European countries explored the world, driven by economic 

reasons such as natural resources exploration and trade. However, this 

economic progress was not integrated globally until the 19th century (Dollar, 

2005). Global progress was not steady, since there was an interruption 

caused by the “First World War and the bout of anti free trade protectionism 

that led to the Great Depression in 1930” (Globalization Guide, n.d.). The 

effect of this depression was to reduce the progress of globalization. 

However, economic expansion continued again after end of the Second 

World War. This can be seen from the great movement of capitalism and 

multinational companies that produced and sold their products across the 

world (Globalization Guide, n.d.). Advanced technology has supported 

international businesses and made it possible to establish businesses on a 

global scale. These business include pharmaceutical industries, which started 

from around 1920 and have developed world wide since the 1960s. The first 

important global agreement on drugs development was the Declaration of 

Helsinki issued by the World Medical Association in 1964. This declaration 

was concerned with standardization of clinical experiments” (Wikipedia-

Pharmaceutical company, n.d.).  

One great phenomenon in global business, including the pharmaceutical 

industries, is agreement on intellectual properties acknowledgement and 

trade. This was established around 1990 in the form of the Trade Related to 

Intellectual Properties (TRIPs) agreement. Another development was 



PHARMACY, Vol 02 No 05 Agustus 2007 ISSN 1693-3591  

76 
 

multinational companies, especially in pharmaceutical business. These 

companies have contributed to drug development and supply for global 

needs. However, multinational pharmaceutical companies and drug 

explorations that lead to patenting have been criticized as having adverse 

effect on small pharmaceutical industries and health services in developing 

countries.  

 

DISCUSSION  

Global pharmaceuticals industries  

Taking account with multinational pharmaceutical companies contribution in 

developing countries, these companies realize that establishing their 

branches (direct manufacturing or joint venture) in other countries is an 

effective way to address cost, especially cost of research and development 

(R&D) (Pore, Yu Pu & Cooney, 2006). Because of this, many developing 

countries may have opportunities to develop their pharmaceutical industries 

by promoting foreign investment. Take an example from Jordan, where 

multinational pharmaceutical companies have grown in number (Ryan & 

Shanebrook, 2004). Other (developing) countries may follow this, since 

multinational pharmaceutical companies investment may give benefits such 

as employment for local people as well as technology transfers to local 

pharmaceutical industries.  

However, Kumar (cited in Lalitha, 2004) has suggested that there are many 

reasons why foreigners want to invest, namely host country policies, 

availability of human resources, infrastructure, and market size. It seems 

developing countries have to fulfill those requirements, especially market 

size, before multinational pharmaceutical companies want to establish a 

branch. Unfortunately, most developing countries are facing problems 

related to poverty. Moreover, according to Brundtland (cited in Walt, 2000), 
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20 % of the world’s population have a very low standard of living and almost 

half of the world’s population have an income of less than US $ 2 per day. 

Barton (2004) finds that developing countries cannot produce much profit for 

developing new products since they only have very small markets. For this 

reason, many multinational pharmaceutical companies feel reluctant to set up 

their branches in developing countries. This can be seen from the fact that 

multinational pharmaceutical companies (from developed countries) have 

established their R&D department only in developed countries (EFPIA, 

2007; also see Wagner, 2005).  

Another supporting evidence that shows multinational pharmaceutical 

companies retain their position in developed countries is that pharmaceutical 

work are still dominated by people from developed countries (Japan, Europe 

and US), they make up almost 80% of world’s total pharmaceutical 

employment. (Pore, P & Cooney, 2006). According to Lalitha (2004), 

foreign direct investment in China and India has increased recently, though 

there is lower patent protection in those countries. In India, however, 

multinational pharmaceutical companies do not contribute to development of 

local pharmaceutical industries but exploit the domestic market. Lalitha also 

refers to a study in India which stated that multinational pharmaceutical 

companies do not contribute to large-scale technology transfer (Lalitha, 

2004). From Lalitha’s report it is clear that FDI in India (and maybe in other 

developing countries) only pursue profit instead of contributing to 

pharmaceutical industries development in developing countries. Considering 

these drawbacks of foreign direct investment, developing countries that want 

to play in the global market have to increase their capability and capacity. A 

good example is India, which has realized those drawbacks and turned to 

new strategies by establishing their own R&D agencies in order to increase 

their independence and competency (Athreye and Kale, 2006) However this 
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strategy can only be pursued by developing countries which have sufficient 

resources, for instance, China, Korea, Brazil and India.  

Global Patenting  

Turning to global patenting, WHO (2001) states that patents have triggered 

drug research and development. Patenting has been a considerable revenue 

generator. This may influence developing countries to invest in R&D 

projects. PRMA staff (2005, p1) determined that setting up an R&D agency 

should be supported by advanced technology and scientific resources. In 

contrast, according to Lalitha (2004), few companies in developing countries 

have sophisticated R&D facilities. Lalitha also found that many R&D (in 

small pharmaceutical companies) have turned from R&D investment. This 

means that few pharmaceutical industries in developing countries, such as 

India and China, are able to compete globally. Another consideration is that 

patents grant “absolute protection of the product” (Oh, 2007). As a result, 

though small pharmaceutical companies in developing countries can produce 

the drugs by themselves, they have to buy a license and of course, pay the 

royalty; otherwise they will be committing “piracy”. Therefore, small 

pharmaceutical companies experience high production costs. This is 

worsened since many small pharmaceutical companies in developing 

countries, according to Oh (2007), have to buy expensive raw materials. This 

situation may damage developing countries’ pharmaceuticals industries and 

health services in two ways. Firstly, according to Lehman (2003) although 

developing countries may be involved in drug development, many of them 

need protection and assistance in order to develop their capacity and 

capability. This means poor countries have a lag time before entering the real 

competition, though in fact, even then they will not be able to compete 

against well-established multinational pharmaceutical companies. Secondly, 

buying a license leads to increased production costs which makes medicine 
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more expensive and therefore less affordable. This can decrease the quality 

of health services in developing countries.  

Global drugs exploration  

Turning to global drugs exploration, it is noticeable that patenting has 

become a driving force in developing new drugs (WHO, 2001). On the other 

hand, investment in drug research and development is very expensive. 

Therefore, only big companies can afford it; as a result, these companies 

become leaders in finding potential new drugs as well as in marketing. The 

top pharmaceutical companies which have invested in R&D are 

multinational pharmaceutical companies ( MedAdNews, 2005 cited in 

Wikipedia, n.d.; see also ABPI, 2004).  

According to WHO’s report (cited in Fransworth, 1988) in the late 1980s, 80 

% of people in developing countries had used traditional medicine for main 

health needs. He claims, “Approximately 119 pure chemical substances 

extracted from higher plants are used in medicine throughout the world”. It is 

a fact that highly valuable pharmaceutical plants are found in developing 

countries. Unfortunately, since the patenting system has grown, almost all 

patents have been granted to developed countries and developing countries 

have lost their chance to develop their traditional medicines or even to use 

them (UNDP, 1994). Nowadays, this kind of exploitation is known as 

“biopiracy”. An example of biopiracy is that patent on Ancistrocladus 

korupensis has been granted to the US National Cancer Institute (NCI) 

though the original sources (plants) are located in the Korup forest of 

Cameroon and Nigeria (GAIA/GRAIN, 2000). Another example comes from 

Biolink, a Canadian pharmaceutical company, which has a patent on 

rurupunine (a contraceptive agent). In fact, this compound was extracted 

from biribiri plants (Octotea radioei) that were found in the Amazon region 

(Yazicioglu & Yalciner, n.d.). Biopiracy can cause inequality in sharing the 
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benefits of traditional plants use between people in developing countries and 

companies in developing countries. This has become worse since genetic 

materials, have also been explored and patented by developed countries 

(UNDP, 2004). This means that people from developing countries, even 

scientists, will lose their chance to retain, develop or commercialize their 

knowledge and resources.  

The process of drug discovery and development involves several steps and it 

usually takes about 10 – 15 years before a new drug is available to patients 

(PRMA, 2005). These stages include research into the disease itself, drug 

discovery (compound), pre-clinical testing, clinical testing and drug 

registration-which means that a drugs can be sold legally. In the early stages 

of the process, scientific breakthroughs such as genomics, proteomics and 

computational power are very helpful in developing a comprehensive 

understanding. Good scientific minds, highly sophisticated technologies and 

good management influence the success of drug discovery and development. 

As a result of this, many safe drugs have been discovered which have 

brought hope to millions of people suffering (PRMA staff, 2005). This has 

led to improving the quality of health service considerably.  

These facts have attracted many developing countries to conduct research in 

developing new drugs. According to Shamoo (2005), since there were less 

cost and fewer restrictions in developing countries, clinical experiments 

conducted both developed and developing countries have grown 

considerably. This is followed by rapid growth of research using humans as 

subjects which brings up a moral issue, since regulation are inadequate to 

protect the subjects. Shamoo (2005) shows that many countries have 

established rules of “protection for human subject”, but these are only strictly 

enforced in developed countries such as the United States. He also shows 

that this moral issue has become more contentious since the people in 
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developing countries often used becoming a clinical subject as a way to earn 

money (Shamoo, 2005).  

 

CONCLUSION AND SUGGESTION  

Conclusion  

In conclusion, it is clear that multinational companies have not played 

significant roles in the development of global pharmaceutical industries yet, 

even though they have set up partnerships programs. They tend to over 

exploit drug markets and even exploit people (as experiment subjects) from 

developing countries that caused developing countries losing over all. Global 

agreements in pharmaceuticals, such as patents, have made developing 

countries facing a dilemma of whether obeying or breaking the agreement (to 

protect their health services). The World Health Organization, therefore, 

facilitated the Doha Declaration that considered to public health protection, 

especially in developing countries (WHO, 2006).  

Suggestion  

In the future, a good partnership among developed and developing countries 

may be useful for eliminating problems of pharmaceutical industries and 

health services around the world.  
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