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ABSTRACT

This study traces the history of international pharmaceutical trade and its development
since the Middle Ages to the present. This history is divided into two time periods (1)
Middle Ages to World War II and (2) World War II to the present. The marketing
strategies employed in these different time periods are compared with respect to
product, promotion, distribution, and pricing policies.

INTRODUCTION

Health and long lif¢ have been among the deepest desires of men and women since the beginning of
the human race. Hope of a small advance in physical well-being, or even a slight mitigation of human
pain, has changed the course of history. It sent Christopher Columbus across the Atlantic to discover
America. The spices of the East, to which he was seeking a short route, were the medicinal herbs of
the day rather than seasonings for food. Through the centuries it has led the noble and the daring to
risk their fortunes, sometimes their lives, in jungles and laboratories.

The contribution of the drug trade to advancement of knowledge in medicine has been largely
ignored by historians. Plenty of attention has been lavished on the history of the great doctors and
scientists, while the history of manufacturing and trade in drugs in particular has been paid little
attention. Historians have been guilty of perpetuating the snobbery of the old medical hierarchy, which
dismissed those engaged in such activities as mere tradesmen. This fact is now acknowledged by those
studying the history of pharmaceutical trade (Liebenau, Higby, and Stroud 1990, p. 12,13). Books have
" been written on the history of pharmaceutical firms that first started engaging in drug trade, but they
say almost nothing about the networks of buying and selling pharmaceuticals, the economy connecting
the wholesale chemical suppliers and the doctors and medical institutions which purchased their wares,
or about the capital, investment, and profit involved.

The present study attempts to fill this gap in the literature. It traces the changes taking placc
in international pharmaceutical marketing from a historical perspective. From the review of literature
it was found appropriate to divide this history into two periods: (1) The Middle Ages to World War
II and (2) World War I1 to the Present. ¥t appears that significant changes in the status of international
pharmaceutical trade took place only after World War II. However, drug trade between countries was
carried on even in the middle ages.

In this paper, first, the history of the global trade in pharmaceuticals is traced, beginning with
~ the middle ages to the period of World War I and post World War II to the present. The post World
War II period is further divided into three important eras, namely, (a) 1940-1960: The Golden Era (b)
- 1960-1980: Era of Regulation and (c) 1980 - to the present: Era of Strategic Alliances. Second, the
marketing strategies employed by the parties concerned in the different time periods are compared with
respect to the product, promotion, distribution, and pricing policies. Finally, some concluding
comments are offered. '
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MIDDLE AGES TO WORLD WAR I

The trade of pharmaceuticals to other countries really began in a formal way after World War I and
picked up in competition after World War I1. Foreign trade in medicines coincided with progress in
pharmaceutical manufacturing. With the advancement in technology it became possible to mass produce
drugs in tons which led to saturation of domestic markets and hence exploration of foreign markets
(James 1983; Keller and Smith 1969; Measday 1977).

However, relatively speaking, large scale production of certain drugs also existed in the Greek
and Roman Age and in the Middle Ages. Kremers and Urdang (1940) who did an exhaustive study on
the history of the pharmacy profession describe some of the manufacturing and marketing practices
during those times. According to their account, clay tablets which were made from special greasy clay
found on the island of Lemnos before 500 B.C., were produced on a mass scale and sold over the entire
known world up to the latc Middle ages. The clay tablets were used as an antidote for poisons as well
as in treatment of dysentery, internal ulcers, hemorrhages, gonorrhea, and even eye infections. The most
striking feature of this drug however, was the way in which it was manufactured and marketed. The clay
was dug, carried to the nearby village, washed, formed into pastilles, and while still soft, it was impressed
with a seal (what would today be called a trademark). The first seal used is said to be in form of a goat.
Later, the head of Goddess Diana was used. According to Wootton (1910), this practice of
"trademarking” drug preparations became a part of the pharmaceutical industry well before the Christian
era and hence is no invention of modern times. These lozenges were then distributed and sold
throughout all parts of the known world, The great demand for these clay tablets and their brisk sales
caused people in almost every country in Europe to look for similar earth. At the end of the
seventeenth century, there was a great variety of white, red, and yellow sealed earth on the market
showing different impressions - the images of saints, ships, plants, coats of arms, etc, For example, the
Terra Mellitea came from Malta and was alleged to have a special power against the bites of serpents
and vipers. These cakes bore the effigy of St. Paul and a popular legend attributed their efficacy to a
blessing on the earth of the island when the apostle landed there {Wootton 1910).

There was large scale manufactare of medicinal products in Italy as early as the twelfth century.
Venice is mentioned as the place of manufacture of corrosive sublimate and cinnabar. Somewhat later,
sugar of lead, borax, soap, sal ammoniac, Venetian talc and Venetian turpentine were manufactured.
These were then exported to places across the world such as Germany, France, Britain, and Lisbon.
An important pharmaceutical article of export was Venetian treacle and Venetian troches of vipers
required in some European states for the local preparation of treacle. Some monasteries in Italy
engaged in industrial pharmaceutical activity. The monastery of the church of Santa Monica Norella
in Florence was famous for the distilled waters and cosmetics which the monks prepared and sold. The
decline of the Italian trade and wealth began with the discovery of America and more particularly with
the discovery of the all-water route to the East Indies. The drugs of the Orient were brought directly
to Europe by the Portuguese and later by the Dutch (Kremers and Urdang 1940). However, such farge
scale manufacture of drugs was incidental and conservative - i.c., an accident of circumstance - the local
raw material granting, in effect, a monopoly to the producers. Modern mass production has been
systematically planned and progressive. In the mid-sixteenth century, competition in foreign trade in
drugs and spices was at its peak, with mainly Portugal, Spain, Holland, and England in the fray. During
this time in Europe, many drugs and spices were highly valued, partly because they were brought from
the Far East by land after the merchants had undergone many dangers, but mostly because of their
medical powers. '

The history of the modern patent legislation can be traced to the seventeenth and eighteenth
centuries. At this time, pharmaceutical proprictaries or "nostrums® were made on a large scale in some
monasteries in Italy, France, and Germany. Some of these nostrums were 5o highly regarded that the
rulers bought the formulas from their inveators and published them for the benefit of their people. The
most famous example of such a transaction is the sale of the formula for a decoction of cinchona bark
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by an Englishman by the name of Talbor to Louis XIV of France in 1860 for an undisclosed high price
(Thompson 1929, p. 233). Frederick the Great of Prussia (1775) gave the inventor of a nostrum against
tapeworm, not only an immunity but also a noble title (Schelenz 1904, p. 579). Such remedies, cleverly
promoted into high esteem, came to represent large enterprise and high monetary value. Purveyed with
an air of mystery, and often actually secret in composition, they pretended to represent some unique
virtue or invention. This circumstance gave such drugs a role in bringing about legal rights that formed
the basis of modern patent legislation. England was the first country to establish governmental
regulation in lieu of princely arbitrariness. A statute of King James I (1624) declared all monopolies
that were grievous to the subjects of the realm to be void, except privileges for the,

sole working or making of any manner of new manufacture within the realm to the
true and first inventor of such manufacture, which others at the time of making such
letters patent or grants should not use, so they be not contrary to law nor mischievous
to the state by raising of the prices of commoditics at home or hurt of trade or
generally inconvenient (Encyclopedia Britannica 1910, p. 903).

Oin theca warde recte tha mndm-n leaal roncent of natente for inventions, In the Ameriean colonies the

TR A STONS RaAsl AIRNeTA N et SAANSTS R preeailes 2800 VLA SRR I Al LAIAES,

British monarch or his governors granted letters - patent of the old type for exclusive privilege (land,
trading companies, manufacture), but this practice was never more than casual. The Colonies had no
" concept of patenting inventions on a systematic basis and thereby lagged behind the mother country’s
marked shift toward emphasizing patents of industrial or inventive purpose. Modern patent laws
emerged later as part of an international trend in the nineteenth century (America, 1836; France, 1844;
England, 1852; Italy, 1864; Germany, 1877). The development of the patent system provided a legal
property of far-reaching importance to the pharmaceutical industry, This international trend came to
maturity in 1883 with the signing in Paris of an International Patent Convention (Kremers and Urdang
1940).

Thomas Corbyn (1711-1754)

The business records of an English druggist, Thomas Corbyn, in the eighteenth century give a picture
of the foreign trade in drugs at that time (Liebenau, Higby, and Stroud 1990, p. 5-22). Corbyn’s
business lay in the manufacture and sale of drugs, both wholesale and retail, though wholesale trade
comprised the major part of his enterprise. Corbyn made and vended simple drugs like senna, rhubarb,
clove oil, arrow root, several types of medicinal waters, elixirs and nostrums. The Company possessed
massive recipe books, listing the ingredients and proportions for several hundred different preparations,
together with lengthy and precise instructions for pounding, blending, distillation, and so forth. Most
recipes contained itemized costing details and recommended wholesale prices for the finished product.
Corbyn’s letters to his customers reveal that he relied on consistent quality and not cheapness or
innovation. His warehouse stock book dated December 1761, runs to 2500 different items of materia
medica, which were stored in extraordinarily large guantities. Like all businessmen at that time, Corbyn
often diversified, exporting in addition to drugs, items such as gloves, shoes, or haberdashery.

Records indicate that Corbyn had a massive export trade. He made contact with a couple of
dozen people abroad, a few in continental countries such as Portugal, but mainly in the Americas.
These were surgeons, physicians, dealers, and general agents. Corbyn’s technique was to dispatch a
chest full of drugs about fifty pounds worth. He would suggest to the recipients that they do business
on a sale-or-return basis, and asked them to distribute the drugs, parcelled into appropriate quantities,
to local medical practitioners and also to planters. He specified a minimum wholesale price below
which he was unwilling to go, as well as an "advanced” price. His business letters chronicle the immense
difficulties of foreign trading in those times (1742-1755): endless losses, breakage, spoilage, market
vagaries, bad debtors, and so on. '

The Quaker connection proved very important to Corbyn. It was the moral and business codes
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cxample was derived from a plant in India and Bors

oS, 8 -!-lllul.;'U L]
"R ARG CEypt, but the latter was superior in quality and higher
i pricc. When a Customer complained that ¢

he senna he recejved contained came] dung, a dealer
laughed. "Of course it’s camel dung,” he replied, "This

proves it is genuine Alexandrian senng, There
are no camels in Indig" (Mahoney 1959, p. 24). In contrast, Corbyn knew his trading reputation hinged
on reliable, high quality products,
Accord

ing to the evidence, Corbyn was a keen market researcher, The records indicate that
he was constantly seeking information about possible new markets and asking questions of his agents
with respect to market potential, prices, etc.

appreciation of the fact that it would take a lot of the spirit of our pioneer fathers to
develop foreign markets,...a capable staff of some twenty Lilly Tepresentatives have

gradually and surely gained

worked faithfully during these years untit the Lilly labe] has
ground (Clark 1946, p. 113)




WORLD WAR 1I TO THE PRESENT

The demands of World War II for all types of pharmaceuticals placed an unprecedented strain and
pressure on pharmaceutical manufacturing facilities and almost overnight, manufacturers were faced with
the multiple problems of stepping up production of existing machinery a hundred fold or a thousand
fold. It was during these trying times that research in penicillin and other antibiotics was at its peak,
and steps to increase production of penicillin were made (Davies 1967; James 1983; Keller and Smith
1969). This is reflected in the advertisements by several pharmaceutical manufacturers during the 1940s
in trade journals such as the Qil, Paint, and Drug Reporter. It was during this time that the large drug
plants in the U.S. established subsidiarics in other countries, not only in Europe and Australia, but in
South Africa and the Near and Far East as well (Davies 1967; James 1983).

Various interrelated factors contributed to increased global trade by the drug firms in the U.S.
and in other countries in this period. Significant advances in technology which led to the discovery of
newer, more cffective therapy took place in this period. Manufacturing know-how increased, enabling
production of pharmaceuticals in huge quantities. Demand for medications increased world over
because of their greater effectiveness and availability. This was coupled with an increase in economic
growth leading to greater purchasing power of consumers, helped by national health insurance systems
in some countries. However to better understand the tremendous changes taking place in the period,
the post World War II period can be divided into three important eras, namely, (a) 1940-1960; The
Golden Era (b) 1960-1980: Era of Regulation and (c) 1980 - to the present: Era of Strategic Alliances
which are discussed below. A literature review suggested each of the three eras to be distinct periods
in the post World War II age.

1940-1960;_The Golden Era

Most European drug exccutives speak with reverence of the golden age - the late 1950s. In the U.S.
too, the pharmaceutical industry was at its peak, when one company consistently made over twenty
percent net returns on sales, and the industry average was over eleven percent (Keller and Smith 1969),

Several synthetic compounds were discovered in this period. The availability of a wide range
of synthetic compounds and the advent of public health eare systems coupled with a surge in economic
prosperity and political stability, created a tremendous growth in the internationa! pharmaceutical
market - (Keller and Smith 1969). Before World War II, Europe was generally regarded as the
fountainhead of pharmaceutical research. However, since World War II, the United States
pharmaceutical industry became the undisputed leader in new product development. During this period,
the U.S. drug firms dramatically increased their investment abroad. Between 1950 and 1959, the value
of total U.S. investment abroad rose from twelve billion dollars to almost thirty billion dollars. In 1959,
exports of chemicals and allied products by U.S. firms hit a record high of over one billion dollars.
Companies such as Abbott Laboratories, American Home Products, Johnson and Johnson, Eli Lilly, etc.,
were among the globally oriented players in this period. A prominent observer during this period
dubbed this phenomenon of frenzied international expansion as the "gold rush” (Moskowitz 1961).

Most U.S. companies entered foreign markets primarily through licensing arrangements with
top ranking French and German companies (Fenton 1963). American companies also had strong
market shares in Canada and Latin America during this period. In Europe, they were strong primarily
in Britain. Seven of the ten leading companies in Britain at that time were American. The poor
standing of U.S. companies in rest of Europe, Africa, and Asia has been attributed fo the presence of
strong national companies in their respective countries at that time. Besides, the British and the French
pharmaceutical firms still dominated the market in the colonies previously occupied by them.

The key factor in the early success of the American drug companies was their technological
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1960-1980: The Era of Regulation

the U.S, in this period, pharmaceutical manufacturers had been subject to reform Youg before this time,

In France, during the fonrteenth ceniury, the apothecaries were required to subscribe to a formal oath
before being permitted to practice. They had {0 swear to:

Before World War II, competition in foreign trade was only a decorous kind of tug-of-war

which improved muscle tone and didn’t hurt anybody. After World War II, with the entry of the

rms, competition became intense, Pfizer, a leading American firm and one of the first to

£0 overseas, adopted aggressive methods of saleg promotions that left European competitors shocked,
ing ph

A chairman of 3 leading p armaceutical firm in Holland Was quoted as saying, *T have great respect for
them (Pfizer), but they really are bulldozers.” In the 1960s, Pfizer startled the industry by a publicity
stunt in Britain, which involved arranging golf matches for doctors and distributing a couple of golf balls
marked "Pfizer” to each competing doctor (Kelier and Smith 1969), By 1969, a '




American based companies. This amendment made pharmaceutical research a more expensive and time
consuming process by requiring substantial evidence of efficacy for approval of new drugs. Germany
introduced new regulations concerning advertising of pharmaceuticals and related products during this
period. Stringent governmental rules discouraged several smaller firms from venturing abroad in the
19605 and 1970s. One author commented on this situation stating, "..we have almost as many different
situations with regard to drug regulations as we have countries” (Fenton 1963). Different reimbursement
systems introduced in countries made the process of internationalizing operations more complicated.

1980 To The Present: The Era of Strategic Alliances

The earliest forms of strategic alliances were the organization of pharmacists and physicians into a guild
in Italy and other parts of Europe in the Middle Ages. However unlike today, these alliances were
formed mainly for social and welfare purposes and for regulating conditions of trade, although the guilds
did ultimately achieve a monopoly in the trade of drug products, mostly with the government backing
them (Kremers and Urdang 1940). In present times, alliances are formed in the face of increased
competition, to gain better access to markets, and to pool resources and spread the risks of expensive
research and development.

Corbyn, the English druggist and trader, in the mid-eighteenth century formed a Ioose network
of relationships with a group of Quakers around the world - mostly in colonial America and in the East
Indies. The Quaker connection proved to be the key to Corbyn’s success. Because of the moral and
business codes of the Quakers, Corbyn was able to send large consignments of expensive drugs to people
who had never heard of him, and they in turn felt able to buy from him with confidence. This was
essentially because of the special relationship among members of the Quaker community who addressed
cach other as "Loving Friend" (Liebenau, Higby and Stroud 1991, p. 20). Such credit and confidence
were absolutely indispensable to the rapid expansion of Corbyn’s long-distance trade. Thus the basic
reason for forming alliances in the eighteenth century versus today still remains essentially the same -
i.c., gaining market access, improve image, and pool resources, although the resources that need to be
shared in the twentieth century (mostly research skills and promotional abilities) differ from the type
of resources shared in mid-eighteenth century Europc (mostly distribution channels and financial
resources). .

The United States today constitutes the largest market for pharmaceuticals. Sales in the U.S.
in 1984 exceeded twenty-two billion dollars, which was more than twenty percent of the world’s total
demand. Of the top twenty leading pharmaceutical companies worldwide in 1989, the distribution was:
13 - American, 3 - Swiss, 2 - German, and 1 - British. Clearly American companies dominate the
market today (Teitelman 1989). In the past few years, the traditional strengths of the pharmaceutical
companies - patented products, pricing flexibility, and steady innovation - have begun to erode. Several
top selling drugs lost their patents in the eighties and more are expected to lose their patent in the
coming years. Governments are increasing price regulation on drugs to control health care costs which
is further eroding the profits of the industry (Temple 1991). These developments have led companies
to form strategic alliances with each other (James 1983; Teitelman 1989). This trend of acquisitions and
mergers is expected to continue in the future, in an attempt to reduce R&D costs and duplication of
efforts. Today, it costs anywhere from a hundred million to a hundred and twenty-five million dollars
to develop a new drug, which is up from about ten million dollars just twenty years ago (Teitelman
1989).

With competition intensifying, increasingly aggressive strategies are being used (Chemical
Marketing Reporter 1991). A classic example is the rivalry between U.K. based Glaxo and the U.S.
based SmithKline for market share of their anti-ulcer drugs, Zantac and Tagamet respectively. Medical
journals are filled with comparative advertisements of these two drugs. Glaxo went all the way to
promote the newcomer Zantac by mobilizing all of its sales force, about a thousand of its own medical
representatives in the U.S., and hired four hundred more medical representatives from Roche to sell
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its product. Prod
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uel swapping is another Strategy used increasingly by multinationals, Ip the
for instance recently traded rights of 2 calcium-chanpe] blocker to Glaxo in retur
C-counter dryg Zantac. This s happening be

cause multinationals are choosin
a select range of Products rather thap have a br
0 survival nowadays is being able ¢,

oad range {Tietelman 1989), The
t 0 generate innovative products. Merck is currently in thay posi|
having produced four major Products (with several more Expected) over the past few years, J apa
firms are algq moving to set up joint ventures and subsidiaries ¢ their home market gets satury
However Japanese drug firms are still nowhere i Size compared to multinationais such as Mg
Roche, or Glaxo. But Japan already has twg drug firms in the world top twenty, and has overt
erica as the world’s most innovative drug Producer, ranked by the numbey of new drugs (1
Economist 1988).

Inspite of the tremendous'changes taking place i ;o
marketing strategies in the areas of product, Pricing, d
the middle ages to

usefni to reflect and compare
the present,

istribution, angd promotion ysed historicaily sinee
Have changes in technology changed the criteria for successfyj
pharmacentica] marketing aroynd the worid, or do the basic Pr
narketing remain the same? Th;s

inciples of global Pharmacentica]
Question js examined below,

MARKETING STRATEGIES USED HISTORICALLY AND TODAY

(1) Product Policies
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product considerations when exporting them were "purity” and "effectiveness” (Kremers and Urdang
1940, p.109). Most of the exported or imported finished drug products were used for treating common
ailments such as diarrhea, dyspepsia, constipation, cough or cold, etc. In the late 1800s and early 1900s,
the manufacturing firms which developed also seemed to consider the foreign market needs as similar
to the home market needs. For example, the products of Allen and Hanbury’s, an old English
pharmaceutical company had operations in several countries at that time, but there is no indication of
any special product considerations for marketing in a forcign country. In fact, such companies seemed
to prefer to sell their products where English was the spoken language and even where English was not
the native tongue, the products were still labeled in English {Bader and Picker 1947). It was only after
the second World War when competition for foreign markets intensified; that companies began paying
greater attention to the unique needs of consumers in foreign countries.

An important consideration in product strategy is the packaging and labeling aspect, particularly
in the case of pharmaccutical preparations. The dcsxgn of the package reflects the image of the
company, the quality of the product, and its reputation in the market. Labeling is also equally important
and the label has to be developed in such a way as to comply with specifications and other standards
in keeping with the regulatory agency of the respective country. Evidence on the type of packaging and
labeling considerations for foreign markets in the Middle Agcs and the pre-World War II period in
general is extremely scarce. Packagmg tcchnology today is obviously more advanced and labeling
regulations more stringent than in the past, giving manufacturers greater latitude in the former aspect
and less options in the latter aspect.

(2) Promgtion Policies

Pharmaccutical firms, like other business firms, derive their income from the consumer’s dollar, and the
success of these firms depends on how fast and how often they are able to get these dollars. Therefore
every organization is drawn into a role of comnunicator and promoter. The present multinational drug
firms manage this complex and critical system of communication through a promot:onal mix consisting
of advertising, personal sclling, sales promotion, and publicity.

Today, personal selling or detailing is the most important method used by multinational
companies for promotion in foreign markets. Most firms have sales forces comprised of natives of the
import country and who are familiar with the language and customs of that country. Besides personal

- selling, advertising in medical journals, organizing exhibitions and seminars among other methods are

the forms of promotion used by companies today. Most companies appoint a local Sales Manager or
a Marketing Manager to supervise the sclling operations (Pradhan 1983, p.139-146).

However personal selling or detailing and even the practice of giving promotional samples is
not a modern concept as frequently believed. The records of Corbyn indicate that Corbyn would

personally write to surgeons, physicians, dealers, and other "general agents," some of whom were

personally known to him (such as the Quakers), and send them a chestful of drugs along with a supply
of small bottles and vials and they would then distribute them to the local practitioners. So, essentially
Corbyn was using personal selling as his promotional tool. However, it was more of a strategy for
distribution rather than promotion since the problem of distribution needed to be overcome first. Word
of mouth seemed to play an important role in promotion. The account books of Corbyn also list
“presents” of drugs, or what would be termed today as "free samples.”

However, according to Mahoney (1959), a letter written in 1879 reveals that the practice of
detailing physicians is an American practice introduced by Burroughs Wellcome in Britain. In a letter
by Mr. Burroughs to Mr. Wellcome, the former writes enthusiastically of the opportunities in England
and states, "our house is the only one in the kingdom making 2 business of calling on doctors with
samples of new things” (p. 98).

in




market Jooked altractive, and Some more agents from the home country would pe stationed the,
Carry out the sajes Operations,

Geographical Source-. >Purity-—>Extent of Processing——>Effectivcncss-~>Safety—-> Cost-effectivencss.

(3) Distribution Policieg
===U0Ubon Policies

manufacturing subsidiary of the Same company locaged In another country, Suych negotiationg involve
the establishment of {ransfer Prices, product manufacturing, quality control, Mmodification apq

Was an increase in the import of drugs ang spices between 1327 and 1499 in Italy ang Germany, py¢ the
increase was Dot uniform. Citieg where the increase was uniform were located on major trade routes
such as Moden, and Frankfurt, An interestiug trend noted by Flood wag that there wag a decline in
the number of drugs importeq in 1461 in Frankfurt 5 Compared to in 1450, However, Flood concludes
that the presence of a document such as a drug inventory at that time, indjcates that use apd purchase
of Pharmaceutjca] Items must have been done quite Systematically and with greater sophistication thap
we imagine, Again, the meang by which thege transactions were fulfilled Temains unclear,
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As mentioned previously, the English drug wholesalers like Thomas Corbyn in the 1700s and
1800s had an effective distribution network through their Quaker connections. The demand for drug
products in the colonies was so great that overseas customers would contact Corbyn on their own
initiative. A Ietter dated November 4, 1828 from a Peter Stryker of Somerville, New Jersey contacted
the Corbyn firm asking for some hundred and thirty drug items as well as bottles, stoppers, and other
such items. Letters of correspondence indicate that Corbyn constantly sought information from his
agents about the nature of competition and that he allowed his agents considerable discretion in the
transactions they made with the local purchasers. His contacts were mainly in the Americas, ranging
from Nova Scotia and New England southward to Jamaica and Antigua (Liebenau, Higby, and Stroud
1990, p. 17-19). Corbyn would sometimes send lists of potential purchasers he wished his agents to
contact, occasionally accompanied by a word of diplomatic advice and a letter that he would want to be
handed over to these purchasers. One such letter began as:

I have herewith sent a small chest, a sortment of those articles in most common use,
which are choice good of their kind, and to judges will recommend their selves. My
design is to supply yee with a proper stock and sortment that thou may serve the
doctors and planters, especially those who do not commonly send their orders directly
to London (p. 19).

Agents were free fo make what profit they could. They were however instructed to send
closely-itemized sales details to Corbyn. Thus Corbyn had a centralized decision making structure but
at the same time gave considerable autonomy to his export agents.

Due to the dramatic advancements in technology and information systems, it is possible to have
much more sophisticated distribution channel structures today than in the days of Corbyn. Joint
ventures, network relationships, global sourcing, etc., have made pharmaceutical distribution more
complex and challenging than before. However the personal relationships that benefitted Corbyn in
his export trade still remain an important consideration even today for firms desirous of building a
successful export business.

(4) Pricing Policies

A survey conducted in 1973 among some five hundred large American multinational corporations
revealed pricing to be the most important factor in overseas marketing strategy (Pradhan 1983, p.119).
Many firms have little control over the prices they are able to charge their customers when there are
government guidelines and regulations. But for others who are able to differentiate their drug products
from the "me-too" types or make price comparisons difficult, price becomes an important element of
marketing strategy. Prices differ from one country to another for the exact same product made by the
same firm because every country has its own system of taxes and import duty. Distribution costs,
product registration costs, promotional costs all vary from country to country which affect the prices of
drugs {Pradhan 1983, p.119-139). The price that a parent firm charges its licensee or its subsidiary is
determined by a method called "international transfer pricing." Transfer prices are usually judged
according to the internal standards of the firm and the external standards set up by government
authorities in both the countries, Modern pharmaceutical product prices reflect a substantial component
of the R&D and advertising costs.

Flood (1975) did a study of the history of drug commerce in late medieval Europe, where he
looked at a drug inventory dating back to 1345 from Modena, a city in Italy in those days. Prices per
ounce of certain drugs like pepper, cumin, mercury, tragacanth, incense, etc., revealed that the price
differential among these drugs was related to the distance from which the items were imported.
However the price list bore little resemblance to the tax assessed on the same items between the years
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In the eighteenth century, the major component of the price was transportation cogsts and
Iabor cost of production, Formulations made by different processes had different prices. [
manufacture in thoge days was without doubt labor intensive, involving 5 long series of stages fi
bidding at auctions and elsewkere for sacks of raw supplies from the East India vessels, through the f;
dispatch of orders in neatly labeled glass bottles, which were packed in chesgts and insured. gy

world-wide angd companies will have {4 find other meang of maintaining thejr profitability in the fac
of such reguiation in the future,

Irrespective of the future Status of the industry, millions of people probably owe thejr lives to
Christopher Columbus ang his men for thejy effort in attempting to find 4 route to the East, which
ultimately lead (o intemational Pharmaceutical marketing.
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