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Historically, pharmaceutical patents are among the most controversially debated
issues with regard to intellectual property (IP) protection, especially in developing
countries. During the negotiations of the Trade-Related Aspects of Intellectual Prop-
erty Rights (TRIPS) Agreement, pharmaceutical product patents represented one of the
most divisive issues, being opposed by developing countries because of concerns that
stronger patent protection would hinder access to drugs and prevent the development
of a domestic pharmaceutical industry. Two decades after TRIPS, the empirical evi-
dence on its effect on developing countries suggests that its impact might have been
less dramatic than predicted by developing countries (Duggan et al., 2016). Although
research on the topic so far has been heavily focused on India (Arora et al., 2009; 2011;
Chaudhuri et al., 2006), Cockburn et al. (2016) find for a large sample of developed and
developing countries that new drugs are launched faster in markets with strong patent
protection. Moreover, Kyle and Qian (2013) using cross-country regressions find higher
sales for patented drugs, and a lower price premium of patented drugs post-TRIPS in
lower- and middle-income economies.

The core of the debate on foreign pharmaceutical patenting concerns two closely
related issues: the first issue concerns the impact of pharmaceutical patents on access
to essential drugs in developing countries. Given the difficulty in inventing around
patented pharmaceutical compounds, patents are considered to be effective in limiting
competition and hence affect drug prices. The second concern is about the effect of
pharmaceutical patents by foreign multinationals on the ability of domestic companies
to produce pharmaceutical products and on their incentives to invest in R&D to de-
velop new drugs, in particular those tailored to the domestic disease environment. Our
proposed study focuses on this latter concern, that is, we analyze the impact of foreign
pharmaceutical patenting on the domestic pharmaceutical industry in Chile. Our ob-
jective is twofold. The first objective is to compare the characteristics of drugs on the
Chilean market that are patented by foreign multinationals to those that are patented
by domestic companies or not patented. Second, we investigate in which way for-
eign pharmaceutical companies use these patents in Chile and analyze the effect of this
choice on domestic companies behavior, in terms of drugs developed and marketed.

For these purposes, we propose to extend a database that we have created in earlier
work (Abud et al., 2015). The database links all patents (over 3,000 patents) granted
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by the Chilean intellectual property office (INAPI) between 1991 and 2010 to drugs ap-
proved for sale in the Chilean market by the Chilean National Public Health authority.
Due to the difficulty in linking patents to the drugs that they protect (for a detailed dis-
cussion see Abud et al., 2015), the work was carried out with the help of patent exam-
iners specialized in pharmaceutical patents who manually associated each individual
patent with the drugs that a given patent protects. Our database also contains detailed
information on the drugs approved by the Chilean health authority, including infor-
mation on local contract manufacturing (e.g. a foreign originator company outsources
the manufacturing of a drug to a Chilean generics producer). Moreover, we have also
linked drugs to trademarks, which provides us with another angle through which we
can analyze the activities of foreign and domestic drug companies. We have used part
of these data in prior work to study the use of secondary patents in Chile (Abud et al.,
2015). For this new project, we propose to extend the existing database in an important
dimension by adding drug-level sales data, which can be purchased from IMS Health.
Sales information is crucial to determine whether drugs are sold in the Chilean market
and to measure market shares and competition.

This study will contribute to the empirical literature on the impact of pharmaceu-
tical patents and in particular the patenting of foreign multinationals on the capacity
of an emerging economy to develop a local pharmaceutical industry. Chile is an inter-
esting setting to study these questions. In Chile, pharmaceutical patents were intro-
duced in 1991, but pharmaceutical drugs that had been patented abroad before Chile’s
new IP law came into effect in 1991 were expressly not patentable in Chile. Neverthe-
less, foreign pharmaceutical companies quickly started filing patents in Chile, to the
extent that now about 95% of all patents across technology areas are pharmaceutical
patents owned by pharmaceutical multinationals (Abud et al., 2013). During the same
time, a highly successful domestic pharmaceutical industry has emerged in Chile. This
projects, therefore, will shed light on the extent to which the introduction of patents in
Chile has contributed to the emergence of the industry and how it was affected by the
patenting activity of foreign multinationals.

Researchers and itemized budget

Researchers:

e Bronwyn Hall (UC Berkeley)

e Christian Helmers (Santa Clara University)

The grant of $20,000 would be used during the academic year 2016/17 for:
e Data purchase: IMS Health $10,000

e Data cleaning, construction, analysis: 1 economics research assistant $3,000; 1
pharmaceutical patents expert $3,000

e Research trip to Chile, conferences/workshop: $4,000
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