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Need and realisation of competition in 
pharmaceutical sector  
• Pharma an important source of health care for billions of 

people globally 
 
• Industry is characterized by a more complex structure of 

decision making and payment 
 
• Influenced by host of unethical practices relate to pricing, 

patents, quality, safety, marketing & promotions, etc. 
 
• Highly regulated sector – need to have coherence between 

regulation, competition, consumer welfare and economic 
efficiency 

 
• Competition is the essence of any market and pharmaceutical 

sector is no exception 
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• It may surprise you but according to Access to Medicine Index 

2014 report that ranks pharma companies every two years - 
18 of the top 20 global pharma companies have been fined for 
unethical or corrupt practices in the last few years 
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Recent Anticompetitive Cases in India 

• Indian competition watchdog, The Competition Commission 
of India (CCI) fined global drug makers GlaxoSmithKline (GSK) 
and Sanofi INR 640 million. 

 

• Both companies formed a cartel to get government tenders 

 

• Eyebrows have also been raised over health ministry for 
changing the criteria for bidding to supply the particular 
vaccine. 
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Pharma Company Doctor Nexus  
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Pharma Company Doctor Nexus  
 

• Such nexus widely discussed and published in Indian 
media but  not much  documented evidence  

 

• However, numerous surveys and interviews indicated 
collusion is quite common in the pharmaceutical market 
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Coercive practices in the supply chain 
 • Instances of shortage of essential medicines on retail shelves after 
new DPCO was announced in early 2013 

• Many wholesalers and distributors found that their margins were 
eroded and stopped distributing some of these drugs 

• Such practices prevent consumer access to affordable medicines 

7 Source: Times of India, 24 September, 2013 



CUTS Interventions in India 

• 1995 survey in six states of India 

– 26 percent prescription without mandatory diagnosis 

– About 60 percent of prescriptions were irrational 

– Polypharmacy was found to be very high 

• 2010 survey in the states of Assam and Chhattisgarh 

– Only 20 percent consumers obtained medicines from 
public hospitals as doctors prescribe expensive medicines 
available only in private chemist shops 

– Incidence of polypharmacy and irrational combination is 
around 50 percent in both the states 

Common denominator: ‘incentives’ to mis-prescribe 
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And the consequences are…. 
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Cases in other jurisdiction 

• GSK was accused in China of spending 3bn Yuan ($490mn) in 
bribing doctors, hospitals and government officers. 

 
• The French Competition Authority (FCA) in 2013 imposed a 

fine of € 15.3 million on pharmaceutical company Schering-
Plough for defaming a generic drug that competes with its 
brand name drug and for granting unjustified price cuts to 
pharmacies  

 
• Past five years: $13bn paid as fine by leading firms including 

GSK, Pfizer, AstraZeneca, Merck, Abbot, Eli Lily and Allergen to 
settle charges of misleading marketing and bribing doctors 
 

10 



“Pay for delay” Agreements 

 
• Pay for delay: When drug companies agree not to compete 

• A new way of protecting profits for big pharma 

• One of the top priorities of FTC and EC in recent years 

•  According to a FTC study, these anticompetitive deals cost 
consumers and taxpayers $3.5 billion in higher drug costs every 
year 

• The European Commission has fined Johnson & Johnson €10.8 
million and Novartis €5.5 million for an agreement that involved 
delaying the market entry of a generic painkiller 

• Various others firms such as Lundbeck, Les Laboratories have been 
fined for such agreements by FTC and EC 
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Unhealthy pricing – is that an antitrust 
issue?  
• High prices of oncology drugs  - A huge concerned worldwide 
 
• Newer cancer therapeutics cost more than $100,000 per course of 

treatment 
 

• Soaring drug prices are unsettling for patients and their families, 
healthcare providers and insurance companies 
 

• NHS UK recently denied ovarian cancer patients innovative drugs 
amid cost concerns – NHS UK reject to pay for olaparib  
(AstraZeneca) on the grounds of cost (GBP 49,000 a year) 

 
• Earlier NHS criticised Roche for refusing to lower the prices of 

breast cancer drug Kadcyla (GBP 90,000 a year) which is above their 
approved limit 
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• Only financially sound patients (like Angelina Jolie) have a reach to such 
drugs - she has BRCA1 genes which makes highly susceptible to ovarian 
cancer 
 
 
 
 
 
 
 

• Drug companies tacitly admit that they are taking advantage of highly 
inflexible consumer demand and raising prices citing R&D costs of 
innovative drugs 

 
• World over innovative cancer drug prices made them inaccessible to 

common people 
 
 

 
13 



• Product hopping – Another emerging concern 
to block generic competition   

• It occurs when an originator firm launches 
minor product reformulations that offer little 
or no therapeutic benefit, but effectively block 
generic competition 
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Way Forward  

• Competition advocacy should be strengthened to 
address information asymmetry 

• More use of IP measures such as compulsory 
licensing 

• Prices of patented dugs should be regulated by 
national government 

• Use of competition principles in drug 
procurement 

• Introduction of Competition Impact Assessment 
tool (CIA) in pharma sector  
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Concluding remarks! 

 
 

 
 
 
 
 
 
 
 
The pharma sector is too clever to allow fair competition, 
they thrive on sickness and unfair practices! 
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THANK YOU 
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