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There are reasons for the Big
Pharmatobegenerous: the $12
billion Indian pharma market
(IPM) is estimated to add an-
other$40billiontoit inthenext
fiveyearsatatime whenthean-
nual growth rate in the devel-
oped market is around 1%;
with scores of US-FDA ap-
proved plants in India, India
could also be a manufacturing
base for exports to the low-in-
come countries.

“The acquisitions have
been and would be extortion-
ately priced. Given the fact
that India's smaller drug com-
panies are unlikely to grow
fast enough to promptly occu-
py the space ceded by their big-
ger hrothers bought over by
the Big Pharma, the trend has
seriousimplicationsfor the In-
dian drug market,” said a gov-
ernmentofficial, asking not to
he quoted.

Sources say that consulting
firm Ernst& Young, which has
been given the mandate to sub-
mit areport on the issue to the
government, would likely
build its arguments around
the need tomaintain 100 % FDI
in the segment, provided the
govermmnent brings in enough
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riders to ensure the invest-
ment suits the domestic mar-
ket and helps keep prices af-
fordable to the masses. The

MNCs'interest in Indian drug .

companies and the acquisi-
tions they have carried out so
farhavecreated agrowingcon-
cern,especially inthreemajor
areas.

One fear is that such
takeovers could lead to an ‘oli-
gopolistic market’ where a few
companies will be in a position
to decide the prices of medi-
cines. Second, if large Indian
companies having the where-
withal to replicate patented
molecules are taken overby the
MNCs, the ‘oligopolistic’ situa-
tion thus.created and being
strengthened by theexclusivity
of products through product
patentrights, will severely lim-
it the power of the government
to face the challenge of public
health by granting compulsory
licenses.

Third, in such a situation,
MNCs could well decide to sell
only the high priced patented
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and branded generic drugs
rather than the cheaper essen-
tial drugs, pushing up the drug
prices and causing inconve-
nience to patients. ’

Tapan J Ray, director gener-
al, Organisation of Pharma-
ceutical Producers of India
(OPPI), a group representing
MNC pharma firms in India,
however, argues that such an
oligopolistic scenario is not
bound to arise, since the Indi-
an pharmaceutical market
has over 23,000 players and
around 60,000 brands (source:
IMS 2010). “Even after all the
recent acquisition, the top
ranked pharmaceutical com-
pany of India- Abbott,enjoysa
market share of just 6.15%
(source: AIOCD/AWACS, Feb-
ruary 2011). Even the Top 10
groups of companies (each be-
longing to the same promoter
group though different and
not the individual companies)
contribute just around 40% of
theIPM,” Ray argues.

The government, however,
is concerned that acquisitions

of largeIndian drugcompanies
could leave small companies in
the lurch. The negative impact
on India’s small industries and
the dependence on imports of
bulk drugs from China are also
issues beforeit. -

According to DG Shah, CEQ,
Vision Consudting Group,
“These acquisitions should be
viewed in the context of the dy-
namics of industry. Sell-out by
two or three more large compa-
nies will create immense pres-
suresonothers tofollowsuit. It
isincorrecttoassumethatonce
big ones are taken over, smaller
ones willreplacethem inthedo-
mesticmarket.” #Those whodo
not sell out may reduce them-
selves to contract manufactur-
ing for the global pharmaceuti-
calcompanies,” headds.

OPPI'sRay believesthatitis
unrealistic to prevent the pro-
moters of domestic pharma
firms from selling when the
prices offered are lucrative.
“The market competition is
extremely fierce in India with
each branded generic/generic
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drug havingnotless than 50
60 competitors within t
same chemical compound.

Moreover, 100% of theIPM
price regulated by the gover
ment, around 20% under cc
based price controland the b
ance 80% is under stringe
pricemonitoringmechanisn
says he. Inan environmentli
this, the very thought of any
al threat to public health inte
estduetoirresponsiblepricir
will sound very harsh even
the government’s own pri
regulator, which has cc
tributed in making the me
cine prices in India' cheap
than even neighbouring cot
trieslike Bangladesh, Pakist:
and SriLanka, headds.

Many independentanalys
however, don't subscribetotl
view, as they reckon that pri
control, as it exists today,
hardly effective in making
meaningful difference to t
healthcare expenses of thelo
income population. The span
price controlisinadequatea
newer drugs, includingimpo
ed ones, that are increasing
prescribed by factors are o
side the purview of contro
they say.





