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to check health of pharma sector

= Study could vm an 5@0&@3 E@E in monaEm the debate on effect of FDI

New Delhi, Feb22

HE commerce ministry has

m commissioned Ernst & Young
tostudy foreign direct invest-

ment in the pharma sector With
conflicting views arising from dif:
ferent ministries on the issue, the
commerce ministry has commis-

SomaDas . ’
Q

sioned an in-depth study into the :

performance of the domestic phar-
ma sector and whether there’s need

forregulationinthesector Thelarg- |

er mandate of the study include the
factors and conditions that have
prompted aseriesof acquisitionsin

thedomesticdrugspace by multina- |

tionals leading to an increased mar-
ket share of foreign drug makers in
thecountry.

The study could prove to be the i

key document that provides direc-
tion to the ongoirig debate on-cap-
ping the FDI in the pharma sector
and whéther foreign investinent
should require Foreign Investment
Promotion Board (FIPB) approval.
At present, 100% FDI is allowed in
the sector through automatic route.

Whilemostof the concernedmin-
istries —health, commerce, finance
and department of industrial policy
and promotion (DIPP) — have indi-
cated their stance on whether FDI
norms inthepharmaspaceshould be

mzmam< PILLS ,
‘wThefinance | mDIPP,whichwas | . Currently
i i “eaflfierarguingfor - .. 100% mu_ is

FIPB rouite for foreign- :

yany . | Tnvestmentinhoth.
iposed; - | . brownfietdand . -

tightened, the administrative de-
partment — departmentof pharma-
ceuticals (DoP) — has so far re
frained from taking any stance.
“There are valid arguments on

- both sides. While affordability and
accessibility of medicines may get,
adversely affected in the country if’

acartel-like situation among multi-
nationalserupts infuture, wewould

" wait for this study to shed more

light .on the probabilities to state
whether this conjecture holds mer-

it,” 2 DoP official said. “Also Indian
pharma companies have been ag-
gressive in acquiring firms over-
seas. We must evaluate if our drift
towards suich protectionist mea-
sure can hackfire when other
economies decide to retaliate. How-
ever, we would firm up our position
only affer a thorough look at find-

ingsof Em study,” the officialadded.

The health ministry is keen on
placing a ceilingon the FDI limit in
the pharmasector and putting them
under the FIPB route. Citing a pub-

lichealthangle, theministryargues |

that as increasingly reins of man-
agement control of Indian drug

manufacturing firms passontothe .

multinationals and their market
share in domestic pharma space in-
creases, the current regime of af-

~ fordabledrugsmay getendangered.

Accordingtoofficialspresentinthe
inter-ministerial deliberations, the
financeministry is objecting toany
proposed changes in the existing
FDI policy Sources told FE that
DIPP, which was earlierarguingfor

" FIPB route for foreign investment

in both brownfield and greenfield
ventures in the sector, haseventual-
lydiluteditsstance.Itisnowfavour-
ing FIBP route for foreign invest-
ment in case of acquisitions or
brownfield while it has no objec-
tions if greenfield projects contin-
ueunder the automatic route.
There havé been a spree of acqui-

. sitions in the last few years wherein

MNCs have bought controlling stake
in domestic pharmafirms. Japanese
firm Daiichi Sankyo-Rahbaxy Labs,
USfirm Abbott-Piramal Healthcare,

Frenchfirm Sanofi Aventis-Shantha -

Biotech are cases inpoint.





