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ABSTRACT

Because of the growing popularity of Corporate Social Responsibility (CSR) in recent years, many industries
including the pharmaceutical industry are increasingly seeking ways to address their social and environmental
impacts. The effective implementation of CSR is yet a challenge for many corporate. This may be due the lack of a
clear definition of the concept. CSR has different meanings for different people. Based on a review of previous and
current literature, this paper attempted to define what CSR means for pharmaceutical companies and what factors
can affect the CSR of these companies. The paper defines CSR of pharmaceutical companies as their voluntary
efforts to improve the access to medicine. Factors influencing the CSR of pharmaceutical companies such as the
stakeholders’ pressure, the economic health, the regulations, the threats, and the market competitiveness are
discussed.
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1. INTRODUCTION

The world is experiencing severe socioeconomic problems. The number of people living on less than $2.50
per day is over three billion (Shah, 2009). Approximately, one billion children in the world live in poverty, 640 million
children do not have access to appropriate shelter, 400 million children drink unsafe water, 270 million do not receive
health services, and 10.6 million passed away in 2003 before their 5th birthday (Shah, 2009). The growth of HIV
infection is another problem. The number of people living with HIV rose from 29,500,000 in 2001 to over 33,000,000
in 2007 (United Nation program for HIV/AID [UNAIDS], 2008).

Given these global socio-economic problems, corporate leaders are facing the pressure of various
stakeholders to go address their social and environmental impacts. Pava (2008) believed that when governments,
businesses, and other stakeholders work together, they can develop a better world. Similarly, other researchers
supported that corporate expenditure can generate benefits for both the industry and society (Vain, McCoy, Richards,
Connely, & Feeley 2007). In addition, Sison (2009) argued that the global economic, social, and environmental
ambitions can be reconciled with the help of corporations through CSR (Sison, 2009).

Because of the pressure of various stakeholders including investors, corporate leaders have started to
realize the necessity of addressing their social and environmental impacts. More organizations are becoming socially
and environmentally responsible (Baron, 2007) and reporting their CSR activities (Montiel, 2008). However, in order
to effectively adopt CSR, it is important to have a clear understanding of the concept. Multiple faces and
interpretations are given to the concept of CSR (De Geer, Borglund, & Frotenson, 2009); it means different things for
different people (Argandofia, & Hoivik, 2009; Okoye, 2009). According to the World Business Council for Sustainable
Development CSR is “the continuing commitment by business to behave ethically and contribute to economic
development while improving the quality of life of the workforce and their families as well as the local community and
society at large” (WBCSD, 2009, p. 6).
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Despite the growing need for corporate leaders to address socioeconomic and environmental issues, it
remains clear that one person cannot do it all. Solving all society’s problems is too expensive even impossible for
any single organization (Porter & Kramer, 2006). Therefore, each organization or each industry should focus on its
own social and environmental impacts.

Because CSR means different thing for different people (Okoye, 2008), and no single industry can solve the
world’s problems, industry based definitions of the concept will be beneficial in both scholar and practitioner
perceptive. The reminding of this paper is organized into two sections. The first section discuses the meaning of
CSR for pharmaceutical companies and the second section describes some factors that can affect the CSR of these
companies.

2. DEFINING CSR FOR PHARMACEUTICAL COMPANIES

The pharmaceutical industry is one of the most admired industries because it develops cures for health
conditions and one of the most criticized because it fails to make the cures accessible for everyone (Nussbaum,
2009). Through the development of insulin in the 1920s, the introduction of antibiotics in 1940s, the development of
polio vaccine in the 1950s (Folland, Goodman, & Stano, 2007), and many other drugs and vaccines to preserve
health, the pharmaceutical industry has been considered as a leader in CSR and a key player in the area of global
health (Bale, 2003).

Although a large amount of their funds go in to R&D and promotional activities (Smith, 2008), many
pharmaceutical companies have made CSR a fully integrated element of their strategies and operations (Bale, 2003).
The pharmaceutical industry’s overall spending in R&D for neglected diseases has increased by 90% in the past
decade (Geraghty, 2009). Many pharmaceutical companies go beyond their primary obligations, and help solve
health issues for people who are impoverished around the world (Leisinger, 2009). The 10 largest pharmaceutical
companies contributed a total of $2.2 billion in health-related programs in developing countries between 1998 and
2002 (Bale, 2003). GlaxoSmithKline reaffirmed its commitment to global public health by dedicating a $300,000
facility to manufacture Albendazole for World Health Organization (WHQO) global program to eliminate lymphatic
filariasis (GSK, 2010). With an expected delivery of an additional 300 million treatments of albendazole per year, this
investment is the largest drug donation program in the history of pharmaceutical industry (GSK, 2010). In January
2010, the International Federation of Pharmaceutical Manufacturers & Associations (2010) reported that the aid given
by its member companies in both cash and donations of medicines and other medical supplies in Haiti following the
recent earth quake, had exceeded $16.9 million. These examples show that some pharmaceutical companies are
doing a good job in making medicine and health care accessible. However, there are still unmet needs to address.
Around 14 million people die every year from infectious diseases, and more than 2 billion people lack access to
medicines for treatable health conditions (Lee & Kohler, 2010). Therefore, the need for increasing the access to
medicines cannot be denied (Lee & Kohler, 2010).

Another issue that pharmaceutical companies have been criticized for is the affordability of their products
(Nussbaum, 2009). Corporate Watch (as cited in Nussbaum, 2009) accused the pharmaceutical industry of many
crimes, including “high prices, immoral marketing, presents to medical doctors, abandoning the poor, no money-no
cure attitude, clinical trials in the south and industry — government alliances” (as quoted in Nussbaum, 2009, p. 68).

With these issues and examples of CSR activities in mind, many scholars have attempted to define the CSR
of pharmaceutical companies. Bale (2003), Bruyere et al. (2010), and Leisinger (2009) argued that discovering and
developing new drugs and vaccines is the primary corporate social responsibility of pharmaceutical companies. For
Geraghty (2009), recognizing the need for new products for neglected diseases is a clear example of pharmaceutical
companies’ CSR. Leisinger (2009) believed that the right thing for pharmaceutical companies to do is to contribute to
the improvement of the access to medicine for poor people. Likewise, Peukert and Fuggenthaler (2009) argued that
making medicines accessible is the most important element of pharmaceutical companies’ social responsibility. By
combining these definitions, one can define the CSR of pharmaceutical companies as their voluntary efforts to
improve the access to medicine.

3. FACTORS INFLUENCING THE CSR OF PHARMACEUTICAL COMPANIES

The pharmaceutical industry researches, develops, and markets treatments for human health concerns.
Without this industry, many therapies would not be introduced to the market, and many health problems would remain
unsolved. The prescription drugs spending is rapidly increasing (Folland et al., 2007), and people across the world
have unequal access to these drugs due to the unequal repartition of wealth. Therefore, the corporate social
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responsibility of pharmaceutical companies, especially their willingness to make their products accessible for
everyone, may play an important role in solving some of the important global socioeconomic issues. As is the case
with many other industries, the pharmaceutical industry has been increasingly interested in addressing CSR (van de
Pol & de Bakker, 2010).

The CSR of an industry can be affaected by several factors such as economic health of the industry
(Worthington, Ram, Boyal, & Shah, 2007), regulations (Chih, Chih, & Chen, 2010; Willard, 2005), threats (Willard,
2005), and stakeholders’ pressure (Kusyk & Lozano, 2007; Worthington, et al., 2008) can affect organizations’ CSR.
This section discusses the stakeholders’ pressure, the economic health, the regulations, the threats, and the market
competitiveness of the pharmaceutical industry.

A. Stakeholder Pressure

Pharmaceutical companies in the U.S. face the pressure of both their internal and external stakeholders to
develop and deliver cost-efficient products and services, while remaining profitable (Smith, 2008). The need of
effective engagement with a range of stakeholders is an important part of CSR (O’Riordan & Fairbrass, 2008). To
defend and promote CSR, stakeholders are able to compete for recognition, legitimacy, and influence from
organizations (Arenas, Lozano, & Albareda, 2009). Businesses face the challenge of indentifying their stakeholders
and the extent to which they should be socially responsible toward these stakeholders (O’'Riordan & Fairbrass, 2008).
Identifying stakeholders is one of the primary concerns of theory and research on CSR (Sirsly & Lamertz, 2008).
Mayer and Muller (2006) believed that most pharmaceutical companies still lack of a good understanding of their
relevant stakeholders. The pharmaceutical industry has influence on various groups of stakeholders including
doctors, patients, consumers, clinical consultants, health care services, government agencies, and expert scientists
(House of Commons, 2005). Although the industry is highly regulated (Folland et al., 2007), meeting the regulatory
requirements is not enough for the pharmaceutical industry to meet the needs of all its stakeholders (van de Pol & de
Bakker, 2010). The pharmaceutical industry has been struggling to address effectively the demands of its
stakeholders in the past decades (van de Pol & de Bakker, 2010). However, they do efforts to communicate their
CSR activities to their stakeholders. A content analysis of the mission and value statement web pages of five
pharmaceutical companies showed that pharmaceutical companies communicate their CSR messages to both their
internal and external stakeholders (Sones, Grantham, & Viera, 2009).

The reputation that the pharmaceutical industry has built for decades is now tarnished, and the stakeholders’
trust is at an all-time low (Parker, 2007). Mayer and Muller (2006) argued that the poor reputation stems for the fact
that the industry focuses only on one group of stakeholders, the prescribers, and neglect other important groups of
stakeholders and networks. To rebuild their reputation, Parker (2007) suggested that pharmaceutical companies
should understand the agendas and needs of their relevant stakeholders, and work on meeting their expectations.
Fortunately, the needs of the industry’s many stakeholders are becoming clearer (Parker, 2007). This is a good
opportunity for the industry to address the needs of these stakeholders. Parker (2007) identified five key areas in
which the pharmaceutical industry needs to re-establish its reputation: innovation, R&D, impact, honest and open
dialogue, and connection.

B. Economic health

The pharmaceutical industry is a highly profitable industry (Cheah, Chan, & Chieng, 2007; Folland et al.,
2007; Zhang, Haselkorn, & Ahmed, 2009). For some time now, the industry has been an important generator of
economic power (Abraham, 2007). However, pharmaceutical companies face several challenges such as, litigation
problems, negative publicity, loss of patent protection for many major drugs, and widespread efforts to contain drug
spending (Folland et al., 2007), competitiveness of the market, and the growing cost of R&D and marketing (Zhang et
al., 2009). Despite all these challenges, five pharmaceutical companies ranked in the top 100 largest companies in
the Fortune list in 2004 (Folland et al., 2007). Many pharmaceutical companies achieved double-digit gains in profit
in 2006 and 2007 (Zhang et al., 2009). The global pharmaceutical market was expected to grow 5-8% annually
through 2014 (IMS Health, 2010). Two important trends have emerged in this promising economic state of the
pharmaceutical industry. First, the growth prospects are stronger in developing markets and second, the success in
these developing markets will depend on the pharmaceutical companies’ abilities to provide affordable drugs (White,
2007).
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C. Regulations

The pharmaceutical industry is one of the most regulated of all industries (Danzon, 2006, Folland et al.,
2007). Pharmaceutical products are subject to safety, efficacy, and quality regulations, and even price regulation in
some countries (Danzon, 2006). The effect of these regulations on social welfare is a debated public policy issue
(Sood, de Vries, Gutierrez, Lakdawalla, & Goldman, 2009). Sood et al. (2008) examined the relationship between
pharmaceutical regulation and pharmaceutical revenues in 19 developing countries from 1992 to 2004. They found
that most regulations have a significant negative impact on pharmaceutical revenues. While these regulations can
curb the expenditure and improve welfare, it can also reduce the pace of innovation of new drugs by reducing
incentives for R&D (Sood et al., 2008).

D. Threats

One of the biggest threats of big pharmaceutical companies is the entry of generics in the market. Patent
expiration of brand name drugs opens up the market for generic products (Lizuka, 2009), which can have both
positive and negative effects on society. The entry of generic products may lower the price of prescription drugs and
reduce profit for brand-name producers, hence reducing incentives of investing in R&D and innovating new drugs
(Lizuka, 2009).

4. CONCLUSION

Despite the growing interest of both scholars and practitioners in the concept of CSR, the literature still lacks
a common definition of the concept. Different people, different industries, or different regions may have different
meanings of CSR. Bale (2003), Bruyere et al. (2010), Esteban (2008), Geraghty (2009), Leisinger (2009), Nussbaum
(2009), Leisinger (2009), Peukert and Fuggenthaler (2009) have all provided their opinion on what CSR means for
pharmaceutical companies. Based on these opinions, this study defined CSR of pharmaceutical companies as their
voluntary efforts to improve the access to medicine. The study also discussed factors such as stakeholders’
pressure, the economic health, the regulations, the threats, and the market competitiveness of the pharmaceutical
industry. All these factors may affect the CSR of pharmaceutical companies in both positive and negative directions.

From the pressure to generate good financial profit to the pressure to develop effective, safe, and affordable
products, pharmaceutical companies face the influences of various groups of stakeholders with various interests and
expectations. These influences can have a great impact on the decision making of leaders in this industry regarding
their investment in CSR initiatives. Regulation is another important factor that has a great impact on the CSR of
pharmaceutical companies. While higher regulation can create wealth by preventing unsafe drugs, it can also slow
down the drug development process and reduce incentive to invest in R&D.  Similarly, the entry of generic
manufacturers in the market can make drug more affordable on one hand, and reduce brand name manufacturers’
incentive to invest in R&D on the other hand. Finally, the pace of market growth in developing countries does not
give any choice to pharmaceutical companies but developing and marketing affordable product. Leaders of the
pharmaceutical industry should be aware of these factors and consider them in their decision making process
regarding their CSR.
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