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 Poorpharmapolicy

The v_‘mamcaﬁ_:mzo:m that Indian pharma companies have commanded so far could take ahit

THE Union Cabinet rejected the pro-
posal of the Department of Industrial
Policy and Promotion (DIPP) to limit
Foreign Direct Investment (FDI) in
domestic manufacturers in rare and
critical drugs. The Cabinet decided
that the current policy in brownfield
and greenfield projects in the pharma-
ceutical sector will continue to be
subjectto theadditional conditionthat
in all cases of FDI in brownfield
pharmaceuticals, there shall be no

non-compete clause in any of the inter

Se agreements.

The DIPP and the Cabinet are of the
opinion that if a promoter sells one fa-
cility or operation, he should not be
barred from starting another venture.

The DIPP has notified the new FDI
policy for the pharmaceutical sector
and it retains its old norms of keeping
the FDI cap at 100% for the sector.
Moreover, greenfield FDI proposals
will be allowed through the automatic
route while brownfield FDI will be vet-
ted by the Foreign Investment Promo-
tion Board (FIPB). Butanew clause has
been added as per which non-compete
clauses will notbe allowed for pharma-
ceutical M&A involving FDI.

‘pete clause would be

The new policy says
that non-compete clause
will be allowed only in
special circumstances,
and such requests will
have to be vetted through
FIPB. However, the press
note on the new policy

good idea,

Itisimportant totakea
look at the DIPP argu-
ment as it runs counter to
the Indian entrepreneur
spirits. Exclusion of non-
compete clause for every
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Sankyo taking over
Ranbaxy laboratory. This
has been followed by
many-—-Sanofi buying  Shantha

Biotech, Matrix Lab taking Mylan,
PiramalHealthcare by Abbott Labora-
tories and the latest, Mylan acquiring
Agila Specialties.

There is no data to substantiate on
record since 2008 to showthat it hasled
to any monopolistic situation or non-
ability of the products. On the con-
trary, wehaveseenthese companiesin-
troduce 3841 new drugs and
formulations in the domestic market
since May 2009 and the Department of
Pharmaceutical (DoP) price analysis
shows almost no changes in prices.
There are misplaced concerns that ac-
quisitions in brownfield may lead to
shortages and increase in drug prices
in the country.

The government must seriously
think to build an ecosystem to encour-
age innovation and R&D in the phar-
maceutical sector. It is imperative to
create a secure environment that fos-
ters protection through intellectual
property rights and it would certainly

encourage investments in R&D there- -

by making the Qo,m:mmzo market con-

ducive for FDIs. :
The author isformer managing
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