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Indian pharma should look beyond generics
Players need to step up investment in newer areas such as specialty drugs and biosimilars

AJAY SRINIVASAN

T

he generics segment isn’t quite the
goose it once was, or so the trend in the
pharmaceuticals industry appears to
suggest. Between 2004 and 2014, the global
generics industry logged a compound annual growth rate (CAGR) of 16 per cent in revenue. But the steam ran out in 2015 and
2016, and growth plunged to 6 per cent.
The impact was particularly severe for
Indian generics players, who saw growth
plummet to 2 per cent in the last two years,
compared with a staggering 23 per cent in
the preceding decade. There are many rea-

sons why growth is unlikely to recover unless
the players step up investments in newer
areas such as specialty drugs and biosimilars.
Indeed, CRISIL Research expects the subdued trend to continue in the medium term,
with Indian pharmaceutical exports growing
in mid-single digits.
Indian generics exports to the regulated markets of the US and the UK face
multiple headwinds, including shrinking
market opportunity in conventional
generics, increasing pricing pressure as
competition intensifies, and consolidation of buyers in the US wholesale market.
To elaborate, the patent-expiry opportunity in conventional generics is expected
to halve to $52 billion during 2016-2021,
compared with the preceding five. Then,
competition is intensifying, with the average number of competitors for large
Indian companies rising from 3 per drug
in 2012 to 4.6 per drug in 2016. Further,
with only 3 wholesalers constituting 80
per cent of the market share in the US,
players bargaining power has reduced.

Meanwhile, there are huge prospects
emerging in segments such as biosimilars
and specialty drugs. Biosimilars are generic versions of a biologic drug, while specialty drugs include complex generics — used
to treat chronic or life threatening diseases
and branded drugs — versions of already
approved drugs enhanced through different
dosage or new routes of administration.
CRISIL Research estimates the market
opportunity due to biosimilar and complex
generic drugs going off patent at $100-110 billion in the next 5 years. To be sure, close to 60
per cent of the top 50 drugs (by sales value)
going off patent during the next decade are
biologics. Competition for these drugs is
substantially lower because the investment
needed is 8-10 times higher and these
involve relatively higher level of complexity.
A CRISIL Research analysis of 15 major
generics players — six Indian and nine global — together accounting for 60 per cent of
generic sales in the regulated markets indicate global players have a headstart in investing in the required focus areas.

For these global players, the specialty segment accounted for 38 per cent of the aggregate revenues in 2016, up from 25 per cent in
2012. While some of this growth has come
through the acquisition route, the gap is significant nevertheless, considering the contribution of specialty products to the topline
of Indian players is still in single digits. About
42 biosimilars have been approved in the
regulated markets during 2013-2016, double
that in the 7 years prior to that (2006 -2012).
The global players accounted for 24 per cent
of these approvals, compared with a paltry 4
per cent for the large Indian players.
These data points indicate a sharper
focus of and bigger investments by the global players in newer areas. For example, Teva,
the largest global one considered, invested
close to $37,500 per employee on R&D
annually in the last 3 years, compared with
$20,000 by Sun Pharmaceuticals, the largest
Indian player. In 2016, the median investment in R&D was around $19,500 per
employee for the global players, and around
30% lower for the six Indian players.

These investments have, however, taken a toll on the return ratios of the global
players — their average return on capital
employed during 2014-2016 was 7.5 per cent,
compared with 22 per cent for the Indian
companies. What’s more, the gearing has
increased for the global players (0.5 times in
2011 to 1.0 times in 2016) but remained more
or less stable for Indian players (0.5 times).
It follows, therefore, that Indian players are well-placed to capitalise on the
impending opportunity in biosimilars
and specialty segment, either through
organic or inorganic means, given their
strong balance sheets and healthy cash
flows. But much more needs to be done.
The battle to expand product lines will
require Indian players to strengthen supply chains and improve engagement with
stakeholders which will escalate their
costs. Also, the marketing expenses
incurred in selling a specialty product
and biosimilar would be roughly three
times the cost incurred in selling a conventional drug. However, it’s a bullet they
must bite in order to stay relevant in the
regulated markets, and counter the slowdown. Indian generics players spend
much less than global peers on R&D.
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A bit of fun, a bit of temper
The “Triple Talaq” Bill was introduced
in the Rajya Sabha by Law Minister
Ravi Shankar Prasad amidst much
sparring between the Bharatiya Janata
Party (BJP) and the Opposition.
Tempers ran high and it led to many
slips of the tongue. Pointing at the
incidents in Maharasthra, the leader of
the Opposition in the House, Ghulam
Nabi Azad, said "the BJP was antiBJP". As the members in the treasury
benches burst into laughter, Azad
corrected himself to say that "BJP was
anti-Dalit". As the leader of the House
Arun Jaitley stood up to speak, Deputy
Chairman PJ Kurien asked the
members to let the "LoG" speak, when
he had meant to say the "LoH", or the
leader of the House. Ministers, who
had been quiet at the beginning of the
post-lunch session, were galvanised
into action when BJP chief Amit Shah
entered the House and occupied his
seat in the front row.

Theauthorisdirector,CRISIL Research

Fat finger, fatter gain

How to make in India
‘ Make in India’ is a great slogan; but more of what we buy, or what the rest of the world buys is not yet being ‘Made in India’

AJAY CHHIBBER

A

fter the 1991 liberalisation and
subsequently with a benign global environment between 2000
and 2013 non-oil exports grew by 18 per
cent per annum and the Gross
Domestic Product (GDP) growth
exceeded 8 per cent per annum — it’s
fastest growth ever. But the benefits of
this policy has run its course. India’s
exports peaked at $315 billion in FY1314 but have since declined to $277 billion in FY16-17. There are some signs of
a revival, but if India wants to be a $5
trillion economy by FY25-26 it needs
not a small bump up but a quantum
leap to $1 trillion in exports.
Imports are surging — hurting
domestic industry — as the real exchange
remains overvalued. Imports running at
$383 billion in FY2016-17 must be contained to $1.2 trillion by FY25-26. This
means making more in India competitively. A successful trade policy requires
a competitive industrial policy.
India has largely missed out of the
trade in networked products (NPs),
where it exports only $25 billion (0.5 per
cent of global trade in NPs) — both in
assembled export products $15 billion
and in Parts and Components (P&C) $10
billion. As against this China’s share is

per cent, Korea’s 5 per cent, Singapore
3.5 per cent, Malaysia 2 per cent,
Thailand 2 per cent and even Vietnam at
1 per cent. Our dismal showing in entering global value chains (GVCs) is due to
poor logistics, unpredictable power supply and comparatively greater labor disputes. India did succeed in selected
products — not by just liberalising trade
but by deliberate strategic policies. For
example, India’s success in assembled
automobile exports came through a
strategic 10-year plan AMP 2006-2016,
and Natrips which targeted $150 billion
production by 2016 and made India a
preferred destination for automobile
assembly in selected segments.
Like in automobiles, India could
become a preferred destination for
assembly of electronics, telecom hardware, electrical machinery, computers
and office machines, if it made a similar
strategic plan to increase its exports from
$15 billion to $ 150-$200 billion by 2025,
especially as China looks to move out
many of these. It will need much better
logistics, skilled mid - level management,
predictable power supply and R&D. At
the moment India does not figure as a
destination under consideration.
India is becoming somewhat of a
hub for aeronautics and automobiles
parts through a conscious effort to
attract FDI — with an offset policy
which requires 30 percent is domestically sourced. India could be a P&C supplier for a range of industries and could
increase its exports from $10 billion to
over $100 billion in developed markets
and enter global value chains (GVCs)
with a strategic plan.
India’s pharmaceutical industry also
grew because India enacted a nonTRIPS (Trade-Related Aspects of
Intellectual Property Rights) compliant

RISING HIGH India’s success in assembled automobile exports came through a
strategic 10-year plan and made it a preferred destination for this segment
patent policy in 1970. This allowed the
pharmaceutical industry to grow
stronger so that by 2005 when a TRIPS
compliant act was introduced its internal R&D capacity could allow it to
remain competitive in global markets.
India is a major supplier of IT services for design, architecture, accounting, logistics but uses very little of these
domestically. There are some who say
India should focus on services vs manufactures. These are false choices.
Instead, India could bring its edge in
services to a range of industries in electronics and electrical machinery,
defense equipment and green technology and make them world class.
Likewise, some say focus only on
small and medium sector enterprises.
India needs faster growth in firms of all

Humorists make the best futurists
Finding out what’s going to happen next could be as simple as
tuning in to The Simpsons
A few weeks ago, when Walt Disney
Co. announced its $52.4 billion acquisition of most of 21st Century Fox Inc.,
lots of people took to Twitter to point
out that the merger had been foretold
almost two decades earlier.
This was far from the first case of a
joke from The Simpsons coming true.
In the March 2000 episode, “Bart to
the Future,” for example, newly inaugurated president Lisa Simpson complains that “we’ve inherited quite a
budget crunch from President Trump,”
thus anticipating not only the presidency of Donald Trump but the nowalmost-certain increase in the federal
deficit during his time in office
(although in The Simpsons version, the
budget problems were caused by overspending on school breakfasts and
midnight basketball).
There are many more such examples: Listicles about the times The
Simpsons has accurately predicted
reality have become an online staple.
There’s “Every time The Simpsons
predicted the future — ranked in
order of weirdness” from NME, which
has 13 examples; “14 Times The
Simpsons Accurately Predicted the
Future” from Time; “15 times The
Simpsons accurately predicted the
future” from Business Insider; “21
Times The Simpsons Bizarrely
Predicted The Future” from
BuzzFeed. Can anybody give me 31?
This is not because The Simpsons
creator Matt Groening and his teams of
writers through the decades are sinister geniuses. They are, of course, but
the phenomenon of jokes coming
uncannily true is not at all unique to
The Simpsons. So at this time of year,
when lots of people are making forecasts or looking back at how last year’s

predictions went, I’d like to make the
case that humorists may make the best
futurists of all.
I owe this belief mainly to a book
that was one of my formative intellectual influences: The 80s: A Look Back
at the Tumultuous Decade 1980-1989, a
bestseller published in 1979 by a team
of writers led by humorists Tony
Hendra, Christopher Cerf and Peter
Elbling. Somebody in my family got it
for Christmas in 1979, and I remember
reading it over and over again during
the subsequent months. I also remember being astounded during subsequent years when many of its joking
“reminiscences” of the 1980s seemed
to more or less come true.
The writers of The 80s would not
have won one of Philip Tetlock’s forecasting competitions: The great
majority of their ‘predictions’ were
wildly wrong. But given that the aim
of the book was not to make predictions but to entertain, that was OK.
It’s like with The Simpsons, you’re not
watching it to get a rundown on the
world to come; the fact that you sometimes do is a happy bonus.
Writer Matt Novak, whose
Paleofuture blog chronicles past visions
of what is to come, has a post on satirical visions of the future advertising
landscape that illustrates this nicely. A
series of cartoons from the late 1800s
and early 1900s, most from the humor
magazine Life, show roads with garish
billboards every few feet, skies choked
with flying advertisements, and a Statue
of Liberty covered with advertising slogans. All the cartoons overpredicted
how bad things would get. But they were
amusing, and they did accurately foresee some of the directions in which
advertising would develop.
The humorist’s approach to looking into the future bears some resem-

The author is chief economic advisor, FICCI,
and visiting scholar, Institute of International
Economic Policy, George Washington
University. Views here are personal.

A Mumbai-based broker, while trying to buy
the Reliance Communications stock
sometime last week, accidentally entered an
order for 23,000 shares instead of 2,300 — an
error known as ‘fat finger’ in the stock
markets. Usually such trades are annulled
post market hours via stock exchanges. The
broker decided to wait until the end of the
day. To his surprise, the stock made a stellar
rally that day, going up by more than 10 per
cent. “Turns out that fat finger was lucky and
I did not have to reverse the trade; instead I
exited after two sessions making handsome
profits,” the broker said.

AAP nominates, BJP fulminates
Three Rajya Sabha seats from Delhi
fall vacant in January and the ruling
Aam Aadmi Party (AAP) nominated
its leader Sanjay Singh, Delhi-based
businessman Sushil Gupta and
chartered accountant Narayan Das
Gupta for these seats on Wednesday.
Given the party's numbers in the
Delhi assembly, all three are slated
to win, which made other parties
visibly unhappy. Bharatiya Janata
Party Delhi unit chief Manoj Tiwari
said the AAP had "betrayed" people
by nominating "two businessmen"
including Sushil Gupta who quit the
Congress in November. Delhi
Congress president Ajay Maken said
when Gupta came to him to tender
his resignation he mentioned he
had been promised a Rajya Sabha
berth by the AAP. Elections to three
Rajya Sabha seats from Delhi would
be held on January 16.
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sizes and a cascading system of contracts between large, medium and
small firms with synergy across them.
India badly needs more middle sized
firms employing 100-500 workers —
the missing middle for which labor
reforms are needed.
India has unfortunately started losing out on its traditional labor intensive
exports — apparel, leather and footwear
— which have fallen to around $30 billion due to poor logistics, access to credit and land, higher taxes and less competitive exchange rates.
In recent years India’s exports have
shifted, ironically, more to skilled labor
and capital intensive products and from
developed much richer markets to
developing markets - especially in Africa
and Asia. Of almost $2 trillion in EU

imports, India supplies only a little over
$40 billion. Of the total imports of Latin
America and the Caribbean of over $800
billion, India supplies only $10 billion.
This is where it must focus as well.
Strategic trade policy does not
mean just opening up our markets. It
means using access to our markets to
pry open others as well. Reviewing and
renegotiating the India- Association
of Southeast Asian Nations Free Trade
Agreement is needed if the premise of
the original agreement that freer trade
in services would follow free trade in
goods has not happened. Anti-dumping may require temporary tariffs or
better yet the threat to impose tariffs
all within a WTO framework which
India must try and preserve.
To reach $1 trillion, exports must
grow by 18 per cent per annum unto
2025-26 — the same growth rate as in
the golden period 2000-2013. Some say
in today’s difficult global markets the
era of export-led growth is over. But
with abysmally low export shares, the
upside for an export led growth strategy for India is huge even if global trade
grows more slowly.
What a New India needs some 25
years after liberalisation is a “Strategic
Trade and Industry Policy”, which
revives traditional labor intensive
exports, makes major inroads in networked products, avoids an overvalued exchange rate and pursues
smarter trade agreements. The government and the private sector working closely together to take on the
world and Make in India.

blance to scenario planning, a practice developed in the 1950s and 1960s
at the Rand Corp. and Hudson
Institute and adopted most famously
by Royal Dutch Shell Plc in the years
leading up to the 1973 oil crisis.
Scenario planning involves coming up
with alternative story lines of how
things might plausibly develop in the
future, and thinking about how a business or other organisation can adapt to
them. It’s not about picking the right
scenario, but about opening your mind
to different possibilities.
To make stories about the future funny, they usually have to be pushed
beyond the bounds of plausibility. If
they’re not pushed too far beyond,
though, they can sometimes come true
— with the advantage that few ‘serious’
forecasters will have predicted them.
The Trump presidency is a classic case of
this. He had been talking about running
since the late 1980s, but those in the
media and political circles had learned
over the years not to take him seriously.
So it was left to the jokers.
Paleofuture’s Novak was one of
them. In an April 2015 satirical post
(set in 2020) on “the fifth anniversary
of the single most important event in
tech history — the release of the
Apple Watch,” he mentioned in passing that “both President Trump and
Labor Secretary Travis Kalanick were
on hand to celebrate the joyous occasion in the newly created state of
Silicon Valley.” A few weeks later,
Trump actually announced his candidacy. Still, seeing Novak’s tweets
most days did help prepare me for the
eventuality. Which is what talking
and thinking about the future is supposed to do. And when it’s done as a
joke, it’s more fun.
© Bloomberg

Merger isn’t a good idea
With reference to your article, “Quick fix
solution to recover bank debt” (January 3),
the alternative suggested by the author
has already run its course in economics
and banking research. A number of articles have been written in the columns of
your paper detailing the cons of waving
such a magic wand. A few of them are,
merging a weak bank (here, higher Non
Performing Assets [NPA]) with a relatively strong bank does not solve the endemic problem of NPAs, it merely sweeps them
under the carpet. Another issue arising
out of such maneuvering will be the resistance from the states. Some states may not
give accent to a bank headquartered in
their jurisdiction to be merged with a bank
from another state and eventually result in
shifting of base. And lastly, merger of any
two public entities comes with its own set
of problems, take the case of Air India and
Indian Airlines. Juxtaposing this with the
banking industry, such an exercise will
give birth to a bad bank within a bank.
Durgesh Pawar Greater Noida

Youth need more jobs
This is with reference to the Dalit agitation
(pictured) which brought the cities of Pune
and Mumbai to a halt on January 2nd and
3rd. This is very unfortunate. There have
been massive destruction of buses and
public property and shops. Violence is no
way to resolve issues. Negotiation is the
way forward. There is loss of production
and commercial activity, every time a city
shuts down due to agitations. I spoke to
many people asking them what were the
demands of the Dalits. Nobody is able to
give me a clear reply. What are the Dalits
agitating for? From the pictures, it is clear
that many of the agitators were young
men. The government must focus on creating jobs in the country. Prime Minister
Narendra Modi had pledged that his government will concentrate on job creation.
If young men are working in the offices
and factories, then they will not take to
the streets for arson.
Rajendra Aneja Mumbai

employer for smooth adaptation to postcurriculum functioning. Further, with an
early attainment of job maturity, it also
builds in him the necessary confidence to
carry out his official duties efficiently and
responsibly and enable him to make a
qualitative contribution to his future
employer. Thus, internship-linked jobs
combine theory with practice ensuring an
all round benefit.
C Gopinath Nair Kochi

Band-aid remedy

Not an easy transition
This refers to your article “Internship
linked jobs to be the best way forward”
(January 2). Internship linked employment benefits the institutions, the company as well as the student. The movement from an academic surrounding to a
professional environment is not an
overnight process. It requires a few months
to be attuned to a working atmosphere.
Placement, induction, functional planning and practical role play are corelated
factors in employment. Internship-linked
jobs can enable institutions to reduce their
burden of post-curriculum placement
and the cost of training a newly recruited
employee. The student as the future
employee can also gain an insight into job
expectations, interact with colleagues and
the office functioning culture of the
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With reference to your editorial “No short
cut to reform” (January 3), it is right that
the fixed-term employment is no solution
to the real labour law-related issues faced
by the business community. If the scope of
the short-term employment is extended to
manufacturing companies for expanding
or launching new activities or for a long
period, it will invite litigation or create a
conflict between permanent and such
labour unless their wages are at par for
similar jobs. The scheme would not serve
the purpose of labour also. Temporary
employment on a large basis is a hurdle in
creating and sustaining a strong organisational culture and commitment. The
government, industry and trade unions
should discuss together with an open
mind to find a solution.
Y G Chouksey Pune
Letters can be mailed, faxed or e-mailed to:
The Editor, Business Standard
Nehru House, 4 Bahadur Shah Zafar Marg
New Delhi 110 002
Fax: (011) 23720201 · E-mail: letters@bsmail.in
All letters must have a postal address and telephone
number
BY MIKE FLANAGAN

