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Background
The year is 2001. Worldwide, 36 million people are living with HIV--the virus that causes AIDS--but most of them are dying. Africa is home to nearly 70 percent of adults and 80 percent of children infected with the virus. It has buried three-quarters of the more than 20 million who have died of AIDS since the epidemic began. The catastrophe is not measured only by the loss of life. Studies have estimated that in South Africa, for instance, the gross domestic product is expected to be 17 percent lower for 2010 than it would have been without AIDS. But until a year ago, the drug cocktail used to manage AIDS cost $10,000 to $15,000 a year per patient, well out of reach of the poor.
Side A
Brazil has begun providing free AIDS treatment for everyone infected, using generic anti-AIDS drugs manufactured in state-owned laboratories. AIDS deaths in Brazil have been reduced to 24.8 percent of the estimated half-million people infected in 1999, down from 73.7 percent of those infected in 1990. By early last year, 85,000 Brazilians living with HIV/AIDS were receiving free treatment. Brazil reformulated its patent laws when it joined the WTO in 1997. Drugs commercialized after that date are protected by Brazilian laws, but eight of the 12 antiretroviral drugs used to combat AIDS are free to be copied. A typical treatment in Brazil now costs about $4,400 per person a year.
Side B
The pharmaceutical industry has argued that production of generic AIDS drugs violates their patents. Patents protect a company's right to a product for a set time, allowing it to recoup its development costs and make a profit. This year, overall, the industry is expected to spend $30 billion in general research and development, and without the protection of patents, companies would have no incentive to research new medicines, it says. The Pharmaceutical Research and Manufacturers of America--an organization representing the leading pharmaceutical and biotechnology companies in the U.S.--says it can cost up to $500 million to develop new medicines, and of every 5,000 medicines tested, only five reach clinical trials and only one is approved. 

Meanwhile the U.S. government has threatened any developing country that considered using cheaply made generics with trade retaliations. Brazil's example is a nightmare for the pharmaceutical industry because it exposes a loophole in WTO rules that allows any nation to use generics, without violating international patents, in case of national emergency. In case of an epidemic, such as AIDS, governments can get a compulsory license and manufacture or import generic drugs, paying the patent holder a reasonable royalty.
The U.S. trade representative charged Brazil with patent violations and protectionism under the guise of health concerns. The matter is under arbitration by the WTO. Which side is right?
� From “Dispute over generic AIDS drugs pits the world's haves against have-nots,” by Raquel Pontes de Campos, The Seattle Times, June 13, 2001. http://www.globalaging.org/health/world/disputegenaids.htm.





