LLLLLRLAAR LR LELER LI LI LRI LR LR LR LR LR LR R R LR i

“It's Not by Accident that
Glaxo is Right On Top”

Andrew Witty,
global CEO of Glax-
oSmithKline (GSK)
is a self-confessed Indophile; he's run
Glaxo's India operations for about five
years from 1999. Now, as CEQ of the
pharmaceuticals and consumer goods
major, he has pushed the UK-based com-
pany'’s focus out towards emerging mar-
kets, moving East. For instance, unlike
his predecessor, he’s based in London
because there's no way you can handle
Asialiving in America. “Maybe my suc-
cessor will be based in Asia,” he tellsET’s
Sudeshna Sen. With GSK's two Indian
arms, makers of Augmentin and Hor-
licks, doing £200 million ($330 million)
inthe first quarter on operating profits,
heading for anannual turnoverof $1.4
billion, the pharma arm growing at
around 17-18% and its consumer busi-
ness growing at 15-20%, Witty has, as he
will tell you, absolutely no reason to
complain. He will also tell that it's be-
cause he grew up living in Asia and Afri-
cathat he has somewhat controversial
views on the whole issue of global phar-
ma patents and pricing of drugs. He be-
lieves that pricing should have nothing
todo with patentsor an IPR regime and
global pharma needs to break the link
between high prices and patents for dif-
ferent countries.

What are your views on the global
debate about pricing and patents

for drugs?

Just because you have an IP framework,
doesn't mean it has to be highly priced.
Pharma companies need to understand
that just because you have a patent, peo-
ple don't suddenly have money in their
pockets, or can afford American prices.
It'snotaviewthatI'dsay isshared by
everyone in our industry, but | have
strong views on this. Agood IP frame-
work isabigtreasure but it is not to be
confused with pricing; putitinabox, and

have a separatediscussionon it.

Take Kenya. If they give me a patent,
there’s still no way we can charge the
samepriceasin New York. Asystemin
which the price goes towards the R&D
anddiscovery of drugs, can only work if
people across the world acceptitasa
sustainable and reasonable system.
You can have a low-priced, high-vol-
ume model. You can't be greedy inthe
shortterm.

Take India; about one third of GSK's to-
tal global volume of production (in-
cluding consumer) issold in India, and it
contributes about 3% of the turnover.
There have been times when we've
launched our owndiscoveries in India.
We'vegrownupin Indiainanon-IPre-
gime, we are a branded generics compa-
ny. Butitis not by accident that Glaxo is
rightupthere at the top of the heap
along with the major Indian companies,
while other foreign pharma firms are at
the low-end, or need to spend millions to
buy into the market.

What pricing policy do you follow at
GSK globally?

GSK follows a tiered pricing approach.
Which means that countries with a high-
er GDP should contribute more to the
costof R&D. USand Japan have the high-
est prices, then Europe and other devel-
oped countries, then we have arange of
emerging countries like India, and then
the least developed countries, where
the pricing isalmost at a no-profit level.
Some of our competitors chargethe
same price globally, but we don't.

What should be the pricing policy in
India, and how do you view the Drug
Price Control Order?

The DPCOisallittle redundant in India.
It'sabit like an appendix, interesting but
notvery relevant. Indiais just the most
brilliantexample of hyper-competition
thereis. Acentral price interventionis
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superfluous to the Indian market. It had
its day about 20 years ago. A govern-
ment can always retaintherighttoin-
tervene if any company is abusing its
privileges, but a static price intervention
policy isapoor cousinto a highly effec-
tive competitive environment. It can

- dull and distort competition. About 20%

of our drugs come under the DPCO, soit's
not a big concern, but the whole policy
seems a little bit anachronistic tome.

What kind of IP framework do you
seein India?

AnIP framework that is not enforced or
is bureaucratically slow, is useless. Right
now, even the Indian pharmaceutical
companies are moving towards the need
for an IP framework. What a good frame-
work willdo, is that it assures companies
that your research is safe, it also creates
anenvironment where R&D into drug
discovery —anareain which India needs
togrow —takes place, and encourages
scientists and talent to get into that field.




