Brazil Breaks Patent on HIV Drug: 
Dispelling the Myths
Brazil recently issued a compulsory license for the HIV drug Efavirenz, causing significant controversy around the world. Many people believe that Brazil should not have bypassed Merck’s patent because of the myths being spewed by US pharmaceutical companies and interest groups.  Here are some of the common myths and the realities of the situation:
MYTH: 
Brazil is stealing intellectual property and abusing a legal loophole by issuing the compulsory license for Merck’s HIV drug Efavirenz.
REALITY: 
By issuing a compulsory license, Brazil is taking advantage of the right afforded to it by the WTO’s Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS).  This right protects the government from abuse by pharmaceutical companies because it forces the companies to sell their drugs at reasonable prices that the country and its residents can afford.  Brazil negotiated extensively with Merck on the price of Efavirenz before issuing the compulsory license.  Furthermore, Merck will still be adequately remunerated for owning the patent.  Thus, Brazil is not stealing or pirating, but simply taking advantage of the right afforded to it to balance the rights of patent holders with the protection of public interest.   
MYTH: 
Issuing a compulsory license, as Brazil has, undercuts future research and development on medical innovation, especially in the developing world. 
REALITY: 
Pharmaceutical profits from sales in developing countries are insignificant in creating incentives for future research and development. All of the developing countries combined (Africa, Asia, and Latin America) comprise less than 11.5% of total global drug sales. U.S. drug companies make most of their sales (88.5%), and an even higher portion of their profits, from the rich markets of North America, Europe, and Japan.  Thus, a loss in sales from some of the developing nations is not going to significantly affect the profits of a pharmaceutical company and the amount of money available for future research.
MYTH: 
Brazil is not a poor country and should be expected to pay the same price for patented medicines that other wealthy nations pay.  If the government cannot afford the costs of the medications, more money should be allocated to healthcare.
REALITY: 
According to the World Bank, Brazil is classified as a lower-middle income nation with a GNI per capita of less than 1/10th that of the United States and other high income nations.  Furthermore, Brazil spends nearly as much on healthcare (7.6% of its GDP) as the average high income nation outside of the United States (8.8% of GDP).  Finally, Brazil is limited in the amount of money it can spend on healthcare by the International Monetary Fund (IMF).  In order to get a “stamp of approval” for its economic policy, Brazil must adhere to the budget ceilings that the IMF set.  It is unfeasible for Brazil to spend more money than it already does on healthcare.
MYTH: 
Brazil’s actions are short-sighted and not in the best interest of its patients in the long run.
REALITY: 
Buying generic medicines to create generic competition is the best way to reduce drug prices and increase access to medicines in the long run. Brazil’s history provides the perfect example of this. Brazil began offering free and universal access to triple-combination antiretroviral treatment in 1996. After the Brazilian government began producing AIDS drugs generically, prices dropped by 82%. In contrast, the prices of drugs with no generic competitor dropped by only 9%.  The price drop from generic competition has allowed over 160,000 patients a year in Brazil to have free access to HIV medicines.  The government estimates that treating patients early in the epidemic has saved Brazil more than $2 billion in health-care costs since the beginning of the epidemic
For more information, e-mail the American Medical Student Association Global AIDS Fellow (gaf@amsa.org) or visit the AIDS Advocacy Network website at http://www.amsa.org/global/aids/.
