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K PFIZER-ALLERGAN MERGER

Vikas Dandekar

" Pfizer, best known as the producer of

Viagra, has quitea history of stitch-
ing up mega deals under its belt. In the
middle of risingspeculation, the mul-
tinational pharmaceutical corporati-

onhasnotched up yetanother merger

by scoopingup fellow drug-maker Al-

. lergan in arecord-breaking $160hilli:

ondeal on Monday. Together, the com-

bined company willlord oVeritspeers
« withannual revenuesestimated at:

*over $80 billion. Sl Sk
Pfizer’s fondness and suceess of acg:"

uiring companies is quite remarkable,
especially over the last two decades
when the healtheare industry has
been forced out of itscocooned mark-

etssuch gstheUS, Europeand Japan.

The Allergan deal isno less emblemat:
ieof the pharma glant’s well-Known
aggression. But the Allergan merger

ed that combining with Allergan, the -

- ‘manufaeturerof Botox, will helpthe
+ i company gccess new medicinesand
..reachnew markets. Butalong with
- - this would come the significant bene-

fitof alower corporate tax. Thisis
seen by many as'a primary motivation

e behin%phémegadeal. (See Moveto

lax Bill Sparks Political

acklash’ overleaf on World View.) © -
Pfizerhasnot shied away fromadm-
itting its intent to switch itedomicile

- statiusfrom the USto Ireland —where
- Allergan, a USfirm, islocafed —and

thereby save itself from the heavy cor-
porate taxeslevied perthe US laws.
Reports suggest Pfizer’scurrent tax
rateinthe US isahout 25%. This figu-
remay go down to well below 20% fol-
lowing the completion of the agree-
ment. Pfizer Inc will, thus, become

T DealwithDry

Pfizer plc, athange thatis bound to
hurtthe pride of America Inc. 2
- Allergan is, in some ways; a substitu-

o -, Honfor Pfizer’sfailed cotirtship of As-
"7 traZeneca; Last year, PRizer made a de-
* sperate but futile bid to wrest control.

of the Anglo-Swedish drug-maker; ag-

ain with the predominant viewof sav-" -

ingtaxes. The Allergan deal, terrned
-asa‘tax inversion’ mechanism, has,
therefore, come underfire from the
Democratsand Republicans alike,
Republican frontrunner Donald
Trump junked the deal as being “dis-
gusting”, whilehis Democrat counter-
partHillary Cliliton has stated that
powerful corporationshave exploited
loopholes that allow them to hide .

rearningsabroad tolower thejr taxes.

.Now Pfizer istrying toreduce its tax

. bill even further “This proposed mer-

ger,” said Democratic presidential
frontrunnper Clinton, “and so-called

. Inversions by other companies, will

leave US taxpayersholding the bag.”
Forits part, ina last-ditch attempt,

the US freasury department last weel

notified a set of rulesthat could make

ittougher for tocal companies to domi-
_ cileabroad and avoid the US tax struc-
. tures, But that may not be sufficient to
. jettison the Pfizer-Allergandeal, .

Although it may be seen agan ideal:

Pfizer needed a lift

political plank toraise the pitch in the
build-up to the US presidential elec:
tions, sceptics see reason insuch out- -
bursts, Lilte any other global player,
Plizer, too, hasprimarily acquired Al
lergen to add punch to its operations, -
enrich research capabilities, expand -
operations and simply gain marketi-
ngsynergiesthrough complementary
portfolios. Tax avoidance was never
cited, or even hinted at, as a reason for
the merger. Keepingth is, as it were,
behind the curtains; led to its intenti-
ons being brought under the spotlight.
Pfizer has, nonetheless, historically
benefited in expanding sales from its
many big deals. However, those may
nothave helped it put too many new

- research products in the market. In

2000, 1t forked over $100 billion to buy
Warner-Lambert mainly aimedatac-
cessingrightsto Lipitor, the marquee
cholesterol-cutting brand that went
ontobecrowned as the highest ever
selling pharmaceutical product
notching annual sales of $12billion.
Laterin 2002, Pfizer acquired Phar-
macia for $60 billion, again to gain ac-
cesstoits big produet Celebrex, a drug
thatat that time was seen as a bench-
mark totreat inflammation. A few
yearson, Pfizer acquired Wyeth for

- asimilarvalue that enabled its entry

infoagrowing portfolio of preventive

.vaceines, consumer health and wom-
“en'shealtheare products.

Now, given the amplified political sit-
uation, a closer serutiny of Pfizer's Al:
lergan deal by the US Congress isnot
ruled ont. It may kick up another; polit-
ical firestorm. .

Lately Big Pharma, Pfizer included,
has drawn flak from civil society and
politicians alile on charging high pri-
ces of essential medicines. The frequ-
ent debate of drugvalue versusdrug

- pricinghasfuelled criticlsm and har-

med Big Pharma’s reputation.The
drug industry is perhaps seeinga new
low. Pfizer's so-called “tax inversion’
deal with Allergah canonly add tothis
list of woes.
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