
NEW DRUG POLICY 
AND 

THE PROSPECTS OF SELF-RELIANCE 
A STUDY OF 

THE DRUG AND PHARMACEUTICAL INDUSTRY IN INDIA (1974-.79) 

Dissertation submitted in partial fulfilment of the 
requirements of the Degree of 

MASTER OF PHILOSOPHY 

J. MANOHAR RAO 

CENTRE FOR STUDIES IN SCIENCE POLICY 
SCHOOL OF SOCIAL SCIENCES 

JAWAHARLAL NEHRU UNIVERSITY 
NEW DELHI-110067 

1981 



JAWAHARLAL NSHRU UNIVERSllY 

· SCHOOL Of SOCIAL SCI EN;BS ' . . . i 

CENTRE FOR STUDiES .IN SC.lENCfi POLICY 

NEW DELHI 

I·t is certified that the dissertation 

entitled •<N-ew .Drug Policy and the Prot;pects 

Qf Sel.f•Reliancel A Study of the D;rug and 

.Pht.u:maceutieal ~ndustrv in India ( l974•79) 11 

submitted by Mr.,. J. ManQhar Rtao in ft1l f11• 

ment of ~igbt credits out ,of thf# total J:e• 

quirement o.f 24 Credit$ f·or th~ degre& of 

Master rOf Philosophy Of the Univers1 ty,. is 

hi.$ ·o:rigin~l work to the best of m.y knowledge 

and may be placed befor.e the Examiner for 

evaluation. 

(TAPAS MAZUMDAR) 
Dean 



Preface v 
,· 

Ch.aptnr .I' Th& inttrnattonal Context of the ~~~ ).:0.28 
.tn(.U.an Pham.ac•utical In®$tsy · . . · 

1.2 .• 2 
1,,3 

wot<ld P~:oouetton and consCJ~nption 
Glob~.al Op(Jrauon 9f Pha~tnacou\lcal 
Multtn.ationala · · . 

. - . 

Th~ Phal'imac~ut4.-a1 fw,_NCf:t and 
Competi t1·on · 
1l"en.ster P.rit.=iJlfJ 
Phemat•u Uca-1· Mul ttnaUonal . .e and 
the third wo~l..t Counutee 
Indien Pha-.nnaeeutical In-dttstryt· 
Hiltorical PerapeeUve. 
Scope of the Prosmt Study 

Chapte:r ll: G-ove~nment• s Polley To\ver:ds the 
Drug ana Pham~eeuUcU,\1 lndu$tW 1tl Inola 

2.1 Drug .P,oJ.tcy in Re:tatl<m to 
lndturb:ial PoU<:y . . 

2.2 The Pze-Mathi Ccmmi ttee Drug 
Polley· 

2 .. 3 New Drug Poli·c;y 
2t3.1 MU.ltirU1Uonal (f'oto.tgn) Sector 
2,.3.2 1na1an {PrJ. Vllte) Sector 
2.3.3 PUblic $ector 
2 .. 3.4 
2.3.S 
2.3,6 
2.4 
2.5 

Technology and R ana D Po11cy 
Pricing Poltqv 
Abo11·tton of D~b'nd Names 
Central1:ted SuyJ.ng 
SUl'nlfte.ty 

1 
1 
5 

9 

.l4 
17 

2.1 

25 

29 

32 

34 
35 
39· 
40 
43 
4$ 
50 

'1 
;52 



~~ 

Chapt~~ lllJ iconoml·e Perfoxmen·ee end the 
P.ro$pee;ts o.f iel f•Rel.l.ent.e 

3.1 
3.2 

3.~t.! 

3,2.2 
3.2.3 
3.2.4 
3,2,"5 
3,3 

Growth 
Asse•sment of .P.tog:teaa towa~d4 
Self~elie.nce 

Oomeatlt; ProdUction and Impc~t• 
Mul·ttrtatlorud. (f'oN1gn) sector 
Indian .{Private) ·.sectot-
Pulllic S:ector: 
UUlA.I.Qtion of :Capacities 
&umm~:y 

Chapt(!r l\1$ tochnologi.cal· Pel'fotm.Mae and 
fU1ta•-areb a-nd Dt:Vel.opmen't 

4·,1 .!ilem$ntt of Tcchnology-
4 .a R anc P .fe~fomsru:e 
4,.2,1 I~ni!OI'bouse R and D in P.rivate sector 
4.2:~1.1 .a.ntentt\y of Innovative R and o in 

· Private Se.etor 
4,~o2.2 

4.2.,3 
4.3 
4.4 

R and D ln Pttb!lc sector , · 
Public Funaed Reeeareh lnst!tutos 
Coord1na.tion .of Rocearcb 
Phamaceutiea1 .R and Dt Capital 
lnton~d .. ve or .L;boul' l.nt.en.Give? 

Chapt~J: v: Coneluo!on 

Appendix 

Select Slbliogrttphy 

&9 
6$ 
?T 
&1 
84 
tcr 

94 
9? 
99 

101 

109 
116 
116 
111 

119 

122 

138 

142 

11 



1t2 
l•2a 

s.& 
3.,2 

3~4' 

'• .3tll 
3.1.2 

3.13a 

3 •. 13b 

Betl.mated Production and Consum,pUon 
of Ph.amacoutica1t•· 197~ 

ThE! tc~25 Mul Unstionala of 1911' 
Ph.amaeeutlcei Salos .. of i;he. Major 
.Phamac.e~t!cal MN(;C by S1Jte «d1d 
MiltiOllal.itr. 1977 . 
Prlc~ Comperi&ont5 of some Fomlilattons 
Proauceo llY Public andPrivato seoto::r:s 
.S.avt.ngs. Due to Canalization of DJ"U.g$ !n 
lndta, 1976 . 
roreign Drug c.omponie:~ in lndle 
&ha:a:e. of Var.1Qu~ $~.to:& ln BUlk Drug 
P.roduc tion., 197~18 
Produtt!on . Gftd Import; Of il%Ug& Obtlng 
1915:~0 1·979 
tt~cent;;Od Capa·ctt.i~t, P:roduetlon of 
V•r.ious .o~gs irt Publ:tc sector $.nd 
'the l'e.:rgettl sugg$Gtea J>y task Force 
The ·r.~a5 PhaX'inateutiea1 Mtc:& tn 
India., 1976 
Remlttanees. Abroad ·to tbeil' Principals . 
.by fot'-eign fims in 1nd1a:r ·191:6~ 
PJ"Of$. tsbi11·ty .. of Fot:etgn Ccmp.s:nies in 
India, 1976•79 · 
Major :Mul tlnaU<>n.nl Pha·tnu'J.t:eu.Ueal 
Comparttes in .India Dominnttng seJ.,ectCJd 
Thel·.apeut1e Areae it 1978 
Sulk D:ugs fot: TropiCal Dlcet,U.UH~ Pro
dUced by .t.mcs in Ind1a 
Sale& snd Prof! tabtl$. tv ·of Ten }Aejo:r 
lndS.an Pharmaceut1ca1 f.1ms, 1974--76 

Excess P~oducUon of Certain o.ruga 
by MNCt1 1 1976•?1 . 
ln.·. st·a··· lled. . ca .. p. a·c1 ty and Output· of . Bulk 
Drugs .at lOPL 

Lle~r;~ Capac! ty ind Output of lOPL 
and,Jt,.;~. , 

. ~- . . 

49 

&2 

57 
60 

61. 

66 

69 

71 

75 

16 

78 

83 ., 
S? 

88 



4.1 

4.3b 
4~4 

R ~4 0 C~nt.:roe in Pb~DUittGUt1·C.ttl 
lnduetrt · 
Manufraetul:'e of BeGlc Dfttg& bY tbe 
14-Flms ca.:tying ou,t Fl and .D · 
R a:nd. ll (Ucp~ndi tu~e tn tbe D:rug 
lnauett'V• 1914 · 
R and D expendi'tur,e· • A Compsri$on 
Percentage of 1nc~e lnve&ted on n .artd 0 
to SaleG turnover:, .1973•7$ 

91 

101 

102 

103 
106 



fo~ the p:r:opql' functi.ord.ng of the heal ~are $ystem 

ot a c:eun·trY; i·t should be adettuately euppl~ente4 by a 

· compQtible level of the phamc.eeutlcal pl'Oductitm*. tho 

d~g end pnal'inaceutl.:a1 industry., ·thonfore,, consUtutee 

one of ·th~ vt·tal ·t!ectol'a .of the .eoct.o-econorn!·c ,cot. up of 

e country., and ts e aeclsive factor in the healthy g~owth 

of population,. Mo:at ot th• health car• eyetemt in the 

developed .as well a4 'the dc:veloptng countl'i·e't are spon,$or:e<t 

an(l man$ged by . thtf4f State. Tho gOV$~t:ntnent pol.!ey ana 

supe.w1s1on,. therefol'e, .becomes an important f'ecto:r t.n: 

maintair.lng th.e quta11ty -nd lafGty of the drug productc 
-·•• t:bey ~~e mainly ps:odu¢ed by private c:om:panleo all ovor 

. . 
the wox:ld• ln the a•velopln; countrles, When even the 

oaeontia1 dttut p:-od.ucts a~e ·Out of rea.eb of a common-mfin 

~cue to the .lQCk of pu::cha&A·ftg pewor, it oleo b.()¢omes the 

reGponsibll.ity Of the government to so~ that tho prices 
' . ' 

of drugs are properly ~egulat~ &nd distributed: J.n .aaequa:to 

quanti tit:s. 

The Hathi Comm1 ttee h$.$ eletun1ned several px:oblatttt; of 

the Indian phemaceu'Uco:l.induat:r:y .and has eubm1 ttod its 

repcrt ln l97S, Tho Committee's wide renqi.ng crlUcism of 

the foreign companies 1n the d.rug tn.watry has ensued in 

$Ubst-emtia1 debate& 1ne1~ the Indian Parliament and outd.do 

tt has drav.ll\ tbe a:ttenti·cn of tho gene.ral public .ac well, 



to the dOtntrultion ·Of MNC:a:, Tbertuifte,;, the ~trt'GC baa b&en 

1.n<::s:~ac1ng1y l~J.d on thG nocea.etty tc t&dtlCfl tbe mttlt.£• 
' 

:nat:ionel domtftatton :ln .tb. drug lndu:;try end, to. :p:t'C!JtOte 

1ndi;•~out oftott$ thl'ough technologic.til ce1f~:re11oo.ce~ 

The Janata GCV·trnmen.t haG announ~ed ~• el(heuou·ve new 4~ 

po11ey in 1918 t Which cla:bned to have intorpet-.e"d majo.~i tv 
' 

of the Hathl Comml tta• .Stecomme.ndaU:on4'J. ' '- . - . .. -- ,, 

The p.re.sent atucty Gixaml.nf!t tho lndlan .awo .and phama

·.ceutic&1 1ndu$tl'y ~gaintt Uti.$ ba<:'kd:top. Gba,pte::t 1 .b~ing$ 

·out ee~t&ln featutet· of the wori.d pJU'iDnaceut1·Cal inaus·tr:y 

anc loc.at($ the statua 4>.1 ·the ln41an pbeJmac®Uc.al lndU:stJ:V 

in the 1nternatlotu1.! eontex·t• The qo\N)~ent•e policy. 

· p~:l't1cul.a%1V the fttw d:ttg pol.lcy hes b•en t.:!lsetJC$ed in 

Ch~pter II, ln"tbe, llgbi of ·tb~ Ktthl C~tteo'G .recommen• 

datl.ono. Chapte:l!' l.tl .fv~ute:t the roles of the mu1Unationa.1.,, 

the lntt1an pr!v!tt~ and 'the pUbltt te\t't•~ e:om~lee tn o:rdel 

to Qssees th• progi'QS$ towards lt:hlevlng 8$ll•l'eltanc-· itl 

the dl'Ug tn<.tuttry,. thCJ i.ntEl'rulltv of' ns•a;och ~nd devtt~lO'P

m~nt. tn VaJ'it~tU$ $•Ct<>r• of the dX'Uf tnw•t~y has b$en 

t:rac" out in Ghall)\el' l'V en<~ itit pro;J.>e&s '\Of!a"•· tf~hl\Ol()• 

gical e•lf""'.-olianee hi$ been •ap.talrua~,., coaclt.t$10nl Md 

finding~ ate eurrsned up tfl Ch.~pt~.t V, 

I hQVe 1ncur-J:ed many Q9bt$ o.f tr;tl tude :tn the prot&$.G 

·of vJziting this thesis. Fltet and fo.temost; 1 tmt gnatl·v 

J:nd~bted to Dr P'rablu:at P$tn6lk, my $Upe.rv1sor of reseeteh, 
who ba.s gone thtough en eer:l,er a~st\ With met1c'AJ.O\Ifi .f:al'e 



tUld pointed out ~u~veral weaktuasee$ in the P:t"fJ4ont.at!on end 

bas mede 1nv.aluab1e suggesuons fo~ the improvement,, I. have 
,~.-•• • • .o<~oo ~:.,·r 

a!so been fl'e.atly benefited f:cm \btl d1Gcuss1ono wJ.th 

· M;- c. V. Swl.lfd·nattuan of CS.l.R .• 
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' . . " 

1 PhamaceuUca1G'' .,or.sist of p::ccructtt r:~noS.ng from 
phytoc:tu;mlcele (made out· ot p1Gnt matedal) ·to compleK 
chemical subG't4n,c,es lil«) .. enttbloUes, · steroi4i, · hoanonc;!e, 

vitamin.· etc, ueed in the mo<tern system of medicine. Tho 
' ' ' 

tem ·•pharm&ceuttcai: · tnt.tu·suv• ·refers to the 1nduat.ad.-e1 

.seal.e m.anufactu~e Of d~t baced ·.on .eubst&n·Ce$ ·of eitbor. 
vegetable, organic .o~: ·ayntbet.tc origin~· thO 'ethical 

' . ' 

drug&' Ue ·the <eOn$~1' pi-{XtuCts Which \ctln be tOld onlY 
. . ' 

o·n a ptee.cripUon by a aocto:l' and. hence ·tho sctua1 · con-. 

,oumer neitheJ> dettlm!nea \he dem:and, nor does he ·choose 

the ptodtiH!.te be will use o: pu:cbaiG, I.n the matte:- of 

thoosing awgs, ooctot.e ·should be con·cemea, first with 

tbG "lativo· perf<n·:tne.nce, benotttrs· and· i'1.t;k$ .asooc1ot.ed 

with ·th9 use ot' non-usa of partlcUl.a~ dtug' produ·cts.1 

The 1ntret1UcUon o.f svntneUc chantcalo. in m.edleine has 
• 

leo to a· drastic ~Chente in tbe production end dietribu-· 

ticn et.%tlc:tur&- ot the phamac.eu.tt.ca1 lndustrv,, 

A ctl'Uc·tur&l bt:eak c>~eutted tn the wozldwi.de phama• 

ceutical produe:Uon and ¢oncumpt1on with the advent of 
. ··- --- !l!lP. 1 ••. . -· J ,~.,. ...... 1 : .. sr·~•'· J.II!Jil _-if an:l.riic .t' rr- r~ . 



.su1pha-dzugs 1:rl the late .1930$ ana with the .intl'Oduct1on 

of pen1c111in in the mlcJ-1940s. .Not only have syntheUco 

replaced drugs of nstut:al origin, but ~a-t$-aealo p,:J:.~OduC• . 

tion methOds heV·e also ·been .adQpt~d .for: tUIJtural products. 

This phenOJDenon has led to the concentration of phezma• 
c~uUe•1 production, ba$ed both on vegetable en~ eyntheUc: 

. ,--

origin. .Physl;cleno sta:ttea $bowing . preff)l'enee · for: ready. 

made evnthetic drugs vA11eh are lest tro\lb1esome and poae 

leeser probltms tn compounding. , 
I 

The thel"apeut.ic: revolution• eo to say,. in dJ:"Ugs ne:u.t 
sUmulat&d t\\ro ,tunaamentll changes in the manufacturing 

ftma-. F1l'$t1 tbe major eompan1et 'Were tranafol'med fl'Oin 

tull•line commodity houses• which manufactured and sold a 

complete l'ange of all the meaS.cament~ the phattnaelet 

needed to compound the doctor• $ mul t1•1ngred1ent preGcrip

tion.s,, .into VGtticaliY•lnteg.:-ate\1 r~sear.eh :based manufae• 

tuz.ors by the 1900th'2 .The .~se~rc.h ba.ecd :on p~:oduc~ion 
gave .tiae to n,ew pl'OdUc' innovations, p~tected by patents, 

p.romoted by brand namec ..-esul tlng in uomi.l';\Stlon of the 

matket by e few leqe compani.es. The second cha.nge at 

the finn level waa that nationally booed c·om.pan:ies bocame 

mul t!natlonally o~an1zod. sates, production ana other 

acttvitios wete incJ:oesingJ.y cax-ried out by effil!.atec 

locatod tn c.ount:rie& other than those ln which tho pal'ent 

companies were domiciled. 



Data on the tuor1owtde p~oduc:ts.on end consumption. of 

phamacouUce1 IU~'C)d"ucta. ar:e dif.:f1cu1t to flna eMcopt fot 

tt .. e advanced OECD eountd.os (SV4taerland does not publish· 

even such 1nfomat1on) .• A la~e number of 1ec.c. develo,ped · 

counia:J..es (Lix:$) de not maintain any data t\t .4:£11., and 

$Otne of them mi.ch· do, gi-ve less·r~iieble OJ: .outdated 

eetimate~h Sanjay$ ·tel.l's figur$-&;3 fo~ example, show 

production and eoneumpt.ion of ph&lm$iU~uticols in 1973 for 

48 market economy countries. l'h" excluded t:ountaes 

would not effect the totals slgni flcantlv. 

Table 1 •. 1 indicate& that ~-e developing <;ountar1es 

account fol'- nearly et per cent of the tiOl"ld pl'odu<:tlon4 

of dzugs end for a &Otn&\Vhat Mlcillel' p&t conta;e of their 

con.sumptlont 'the LIX:G a~ a Who1e.,, while containlno over 

'three-fouJ"thS of t.he World'& populauon e-cc~unt for: 10 

per eent of pJ:oaucUon ena 13 per ccmt of consumption. 

E&Umat&s tot: g.J>owth rates art .even 1eao pl'<a>c1se, 

but • comptlrl.s.on of ·1913 fJ.gur-ee \vi th the stmS.lar onos fol" 

19?1,5 suggest• th$\ output 1f5. growintt S.n cu:r~nt pr1tea, 

at about 20 per cent pet' annum for the world as .a Whole,. 

&t 16 pet: cent for developed countrtes·· 31 per cent for: 

soutb European countries and: 22 per cent for ux:s. 
3;• See s. Lall an.d s. Sl.bl·le, tt The Pol1t1cal Economy ~ot 

Contro111ng txansnctlonal4U The Pha!maceutleel :tnat.uostrr 
. tn art .La:nlte .. · (19?2-76)'•, iffif»''- QQSI .ftlittw iVSil<!v 

Hel'ein&fte): 8> t· AU9UG\ · •; . . 

4• Hezoea. f.· ter th. ·. o . terms •wo .. · z:1d~·• t· t&Ce an. d OOt .. ref. et: only to 
the cep1ta11ot economy. ·Coun ues and thQ countrie& With 
con tral-i 2ed economies ere exeluded. 



TABLE 1.1 

·. B§UMWQ ~lioti M:~P ~IlQN.9£ ~Li 

Countl'Y 
group · 

Developed 
ma~ket 
economi•s · 

Sou them··· 
.Eu~ope$nb 

Lett .··. 
d~velopedc· · . 

· ·tota:t 

. ' .. ' 

17 
~ 1 ., 

27 3;767 13.0 

-----·-··--··~-·-··-~·-·-ttz-~e--·-r-w•··--·-·-tt--·•J··-· .. •-•.w-·-·~-6--.·--~----·---u-··~----l> 48 

\Vi 't.b!n th& ·devoloped world, the slx 1~adlng p~oauceis• 

Frence., Gem&ny, 1t.&1Y• Jspan, UK and us c~ontrl.buted S22 

billion, or sa per cent of the output of the g1r0up (74 per 

cent of the total wo~tld. output). The seven 1e.adlng expo2-

tel's v1t •. i Fl'ance, Gezmany • .ltaly, Notbcrland.si SW1tteJ:lanca, 

' UK and us eacpo!'tea .$3 .• 6 billion VlOrth of phamocoutJ.cale 

s.n· 1913 • · whlctl com.&EJ ·to 84 per cent o.f total GJCPOI'ta by 

. developed countries end 11 pet cent ·Of t-otal woit1d exportc 

(excluding, of course, the centl"elia~d oconomy ccunti!'1Qs.6 



Vvi thin the developing and South r:ux-opean gHu,p., the 

five mo&-e 1naustrie11zed counbies. B~az1lt Ind1e., MexicQ, 

Spain and Yugos1aY1t.i .a'Ccount fot f2•9 billion o·f pftduc• 

tlon, which is 61 per cent of tb~ total for the troup end 

to pl'tr cent .of the. wo~ld ··tG·ta1,7'. , . 

It has t>eeome cleat .that on the one. hand the world..,. . . ·. . . - . . . . . ' ~ 

. wtde prod-tetifn, tJOneumpUon. and tra<:!e 1s. confined to a 
I • - ' ' I ., ' : ' ' 0 ' I 

.tfiw ectvenced eountt.lea ana ion the other & few laJ:ge c·ompa-
- • . . . • • l J •• 

. . 
;·concentration, apazot from geograpl'l1ca1 c-oncrtmtration .by 

' ' • _· ,, , '" ' ,·' I ., • ' 

thc;>.se companies vJht.ch wer• operatt·ng natt<mal!v and. lo toe&-
• ' I o ' ' ~ 

on turned t.o .global .optl'aUone a~re to be &xsminod i:n 

aeta11. 

the pha~aceuttcal mu1tinatlonals1 as .in oth~r 

lnaustnes .•. apparently ate motivated .by tho pt:of1t mad• 

mization objact1ve1 and concentrate on o,xpansion of 
, . 

market anarea thtough lntreated sale& turnover anc:l a moaoe 

rapld in·troaucUon of new pl'Od\lets on e worlc:I-wlde basis 

to obt.a1t. qut.cker returns on .heavy ~resc:'1ai'C:h investment. 

The phama.ceuUcal mul Unetlonal co~poraUo.nt; (MNCe) hove 

adopted a fairly wide rnnge of bus1nGs8 atrategie$ to 

ente~ O"Vorseas mas-kets in an .attempt to devel·op substcn• 

Ua1 fo~:C\l1gn income, 

The euategtes vary from e~rport of tinlL&hed phama• 

ceut!cal product to direct 1nvo$tment !n en oversees sub-
nr · ·tc·~ 



sldicry or -even to thti: setting up of « btatch. liOvl(.)\rer,, 

the mul t1nat1onals do follow some &1 temetive sti'at.eglea 

in omer to cope \\4th th• tntl'~ealnt protect!on14t ten• 
deneies 1n the underdeveloped count~:ie$. J\mong tbo major: 

aite:matlve en\ty auategle$ of pha .. maceu·u.c.el compenlos 
1 liconeing' has be~n a Wi<ielv practised ,phenomenon along.

wi ttl •rnarkeUng .agreements• .and • jo!nt-venturst• • 8 

A cl'oes•eecUonal .study o.f major pbamaceuti.cal 

mul tinaUonals would ehow that they havo beCil!t\ ·fo11CVJ1.ng 

eithezo, ·or: all the tht:oe en.trv .$tl'etegies mentioned above 

to ~•pana thei:- operation& ana 1ftcr-ease ·theilt' · sales turn

over, the evidence pJ"oviaed in TablC~ 1.2 $Uqgects that 

the world-wlce sales of pha:maceuUcal products en· con• 

cent.rat&d in .a 'small numbeJI' of firm&. The \\tOJ:ld 1 s 2~ 

largest ,pa.v.ately owned companles a;eeount for nearly 40 

per ,cent of total phal'maceut1cnl eQle,s. The us compe.n1os 

account for, 48 per ~cent .of· ~e. total $Glea out of these 

25 companio.a (see Table 1 .• 2a) • 

. ~lest Gettna.nv charQd the second lergest amount with 

.20 pet cent of total pharmaceutical sales of these top 

25 rnultJ.netional companies, followed by SWitzerland with 

16 per cent,. The ciogre& ,of sales-· coneentteUon was. high 

for individual Ge.rman. firms follo\vea by SWS.ac, both to

gether accounting fol' azoound 36 per cont of the tota1 

eales. 
~~ Un,cf&r .'11·te~s1ngt 1 a company gJ;ants the :rtght to manutac• 

turo, d1atr1bute and sell togethe .. 'Jith the teehnica1 
. knowhow in a specifi-c country or .countd<!'a ·for e ··Certain 

tim& pe~oa,. to a. second company~: Markotlno agreements 
involve the 'hoot.',. company taking on the.· .oelea mane(!Jement 
of pl'oeiucts from the •tnitiatol"* and 'jolnt•venturer 
dif.fen from both as lt involves the l~eoal ostabllshment 
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tABLE 11l2 

IHE top 2!! l~lYLilNbU~AL·~..r2f . .12:72. 

1. Hoechct. 
·2 .• ·Melick (:)na Co. 

• t a •. savor 
:4. C1ba..Oe1gy 
. t>. Hoff$aM La Roche 
· 6. American HomG 

Pz:o®cts 
'· wame~Lambert 
s. · Pfi2er · 
9~ sandoi · 

10. w Lilly 
11. Upjol\n 
12~ Boehringer .Ingel• ' 
. . :he:im 
13 .• Squibb 
1~~ . Bri ato1 My~l'l 
lS. Takeda 
lth Rhoru~ Pou1enc 
11. SChering•Plough 
·1s. Glaxo' 

ERG 
·USA 
FaG 
S\dtzetland 
.Gr4 tzei'land 
USA 

USA 
'USA 
.SUi tzel'lend 
USA. 
•USA 
fftG 

USA 
USA 
Japan· 
Fl'ance 
USA 
Ul( 

19 * Abbot L41boretol'ies USA 
20. Beecham, UK 
21. Johnson and John• USA 

eon 
22. Mon tedison 
23. Cynarnid 
24. Sctu:~rlng 
25 .• AKZ.O 

ltaly 
USA 
PRG. · 

· Millions ot 
do1laJ."aa 

1,.572.9 
1,446.4· 
1,273.4 
·.J..,l~o.o 

1,14&.o 
1~116.,0 

1,024.9 
·t,ole.o 

934.9 
911.1 
744.0 
134.6 

668 .• 4 
666.2 
645.6 
613.,9 
606.1 
S94.3 
.581,0 
523.,8 
518 .• 3 

486.9 
484.0 
4S6.2 
441 •. & 



V'Jes,t. Ge:mranv 
Swi Uel'land . 

': .. '. . ,• 

Jap'J~. 
Uni.~~d :K,tngdO!ft 
Ft-ence 
Othert 

Total ·.· 

tABLE ·1.2a .· 

12 
2 
3 
1 
2 
1 
2$ 

9.,'782;.6 
4.,037 .• 1 

.· 3;,339.,8 
.· 64t;.(t6 

1,,1113..1 
6!3 .• ·9 
92th4 

! . ~SK' . ; _· ·-- uiar 2 'Cit i . 

· awrce: s.eme a.a Tablo 1,2 
• · a) SWeden and Panama 

~ . ' 

.~o' 
.~ ' 

20' 
·.1:6·'' 
.· 3' 
'5' 
31 

; $, 
·w. 
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The uml:'ket powet of ttu~se dominant mul U.netional e 

is often derived ~Nm tho sales of a select catego~ ~f 
. . 

therapeutic: proauct gi'Oup (or ·groupe) tlhich gener..a1ly 

have a high p~f,1 tab!li ty • . Th$1'9 tii'O D dOlOR ,or SO 'hltljO.I" 

th~rapeutlc proutu~t groups,9 for EUtample• vitomlns, 'annl• 

geoice, ba~bltur.ates• contraceptives, etc-., which as-e 

eeonomica11y dicUr:u::t, in t11at ttle p:rcaucts of one group 

cannot genc~:a11 y b9 sub1t1 tuted for thoce of env other 

since thei.~ Medical pnp~ntos .erE? quite d1 ff~~oftt~ · Some 

e .• contu. 
of a_ jointl_· · v. owned ·com~· any ~~ough .. c~pl. tal. ox.·penal t~ure,. 
See, Barrie G. James, . t;~:tYJi gf .~s Mu1tlo~QQJ1 
fhliaP.QcgyU.saJ., i»4PB:MJ.fi9+i!l(! As$OCiated Dui iiets .. 
Programmes, Lon~on.. .· , PP• . 28. · 

9, A list of important therapeuU·c .categol'1es grouped ~s 
.PI'Oduct sets is g.iven ln uou.glA.a L .• GO:dts and John R• 
Vil'ta., ''Pdclng 8eJlav1ou1' of ·the ith1cal Phameceut1col 
1nduot:.Y' t Ibs",.ZRY!DIA .ot,Sysip&§i• VoJ..47, No*3• 19?4,, 
PP• 349-362 • · , 



20 or so major mul Una'Uonal ccmpan1ee ha.ve doml·nated in 

a dozen or .so majof .. 'theta:peuUc aha:& in 1973, ·ooveJ:i.ng .a 

mej.cn:- shere of phatm.ac$UUCal prodtu:ts.1° Whll<a: the OJ>$

ration . tn Ge1ect. ther;p~trtie areas: baa remained e majol' 

at.t-ategy .of mul tinaUonals ao e source of :market c:onc&n• 

t~atl·ori,· they also follow GOfne other distlnc~ end we11.:. 

·establtsh.Etd methods to wield. thQil' 1nf1~ence in other :e-... - . - . . - ' . - . . ' 

leted areaCh One such vJi.dely prac.tiaed .strS~tegy ie 
' .. . 

•ctiversiflcatlcn• out of the i)h&Jmac:~Jutical ·1.ndu$tr:y into 

J:el.a te(.i. er~as •11 the majo~ · arees fo.~ tne. d~v.ersl tying · . 

tompcU\ies hev~ boen ove~the-cotAn\et a:u.g p~ucu, C(!,~• 

me tics an<:t tollettit1c.; biolog:i.ealG ana Qh1ma1 hoal tb pro• 

ch.u;ta.12 U1ve:rs!t1cet1on lnto .even 'teehnolog1ca11y unrelated 

industries like ul tr:.asontcs and ~notlon pictul'e producUon 
·_ . ·13. is not-uncommon. 

1.2.1 lbt .ebamast»~isal. HNGI,AnS .... Cmn;pUSUI. 

In Gp.tte of the· blgh concentration· tn therapeutic 

markete. compeU U.on .ln the pharma,oeutlcal .1nduct:y does 

exist and often in: an intense form. The zeeeanb end - - . - - ·~ - .. -- .. -
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innovation based prorJueU·on o:t phamaceu_t1ce1~ .slongwi th 

t)\e brt.s.k patenting of pJ;:oaucts gives rt~e to a ·1Jnl<Jue 

.. f~;:rn ~f. product, ptiei.ng anci :PX>Onut,t1onal com:petttion, which 

. ts· by. lind. laxge different t~. othet indust.rlea •. Hence the 

. :tethnology, · patents_,. the br~d nam-es and .the, gcve~n.mont 

. po~icy pl!ly .an important ~le .tn d#ltel'minlng the· level of 

com_pet!tion among tho ccmpan1es .ln .. the .lntrue~zy • 

. Prco.uct ccmpett. tton., hovlf(W&t." is wid:ely exiot.ent among . 
. pharmaceutical~. _ An !nlpot~ttn.t chal'ette-r~,stlc of prc>duct 

. 4:ompeU ~on in ph~:rrnsceuU$alc ts that. each of the !erge 

. dWg companies depends on a sm•11 number of. 1 ~·· r~oduets 

fo~ the major pa~t _o·f 1t! eales. Schwel''t1Jn4"n has provided 

. tf :comparison of sale& concentration in 1nd1V1dua~ :t.in_itea 

• states comp;nlec by prodUcts fo;r 1073 and 196o.14 His 

f1gures suggest th$\ only one of 10 leadtng United States 

manufacturel's (Abbott) required l'ftOX'e t.han eight products 

to account for so per cent of its total sales, Six othet 

companies, vtz., Lilly, Upjohnt smtthk.11ne, Merck, Squibb 

ana ·Pfi:er, mad~ half of their sales on five ptoducts or 

1ess.1s A comparison. also, of the five loading pi'Oducts 

ln each ana out of some nine selected thel'apouue areae 

-in .the Ufti:ted St.at.e_s l.n 1960 and ~:~gain !n 19?3 Ghowed that 

fr:equen t1 v three or mo!'e of the ttve_ leading p:roducts in 

14. o•via .sehwartlimen, ftpo..xt~DJIJ ~' .,aiJnACQD~tfA · 1\\AUO:tg• The J. ohn OiSkini . n1v•l". $\y= rees. ~ a:L~ • 
m~re:; _ · "!6• :rables 6-14t pp.l20.l2tl •. 

1&, WAI• 
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.19'73 wen not among the tt;p pnduc,ts ln 1960, tmd tot: that 

matter, in many ces4'!G the. 191S 1ead1ng pZ"Od\ICto bed not 

yet appe~u~ed on the mBI'ket tn 1960.16 Mother impo-rtant_ 

featu~o of pmeuct compeU.Uon 1n thi.s lndu$by and gw.~ 

rally .adopted by 1aqe firms lG t.o invest huge amount-s tn 

innov-oUons ena reaee:hh 1n oZ'de.r t.o roduce the extont of 

p¥1ce competiti-on by patenting new pi'Qducte:. But, thie . 

type of investm-ent. it ls_ argUed, often \end$ to Ylaeto 

:scarce scientlfic and othQt '&'esoutees on td.'V1e1 product 

ehnnt~es • which gene&-e11y #Qsul t in aupl1ceUve d#Ug'B de

signed ·to bypass the patents pntocUng major nGw d1seove-

r1et .• 17 lt 1e alto ,pointed -out that a large company Squibb• 

fol' exatnple, devoted '25 pel" cent of t ts J:e&<l!arch funds- on 

*v.;oJ:thwhile' p.rcjeets, and ?S per cent to the dovelopment. 

of *duplicative• dwgs, ana most of the top compani-es· do 

not deviate £tom thls pattem .• 18 Hea:-e, 1 t 1a impoJ:tant 

. to note that competition by innovation l,tmJ.ts- pJ:ice com

p~tlUon t.n ·tM.-o ways-a (a) !t gives the drug manufactux-er 

a basic to~ cialmS.ng aupeti.ol' qu~Mt 'ty ovos- aevel'al proaueta 

ana helps .ln ahf.fUng attention from price on to product 

end (b) d&$p:ite. la~e nsear~h expen<~1tuzoe8, t1rms l.nt~ 

duce e few 111\'Je sellitltJ <£nags • usually not mere than fOUl' 
.an· ·_u __ s ! · ·ZJ - t- f , 1_ J_ ~ • .) '·'- _arw••••~t-_a n:· 'TM n w-',_1ills:: _ _ · 1 • · • "4 •* ·.,~11 · Jt, 

16. I~$!· • p.9,. table 2, 

1?. M11 ton S1lveman and P.hiltp R. t.ee, ft&&i• Paf!ss. GD..4 ftfa!QJ.·'ics, Unlvel!'e1t.y of Call.tomo Preca, serkeloy,. 
. , . ' P• . ~ . 



or .five \vhi·Cb account f·OJ' ~ ma3o1: •bare ·of the tot;.l 

&a1es.19 Because. Qf this. Mgh degJ>e~ ~~ ma•k~t concen• 
~ ' ' • i l • 

ttetletn and company· de:pendence ,on. ·new PI'CKtUCt$, pn.ce

compotitl.on iG not an $ttrac.tive altema~v~ f~r tho 

lee41ng fians in the tnduotrv •. 
. . 

.this pJ:~du.et competiUon ia ·followed. by t.nte.nra.e .P~ 

motional c.· ompet1 Uon in :the pbam4\cetrt!c:a1 inat.tet~:Y • . .loth 
- • • • • ' • > • ' 

' ' ' . ' . . 

ere c1oee1y linked by ~ tvGtklng.a of the paten.t f'J"d . 
,. ' . . . . ' 

bJ:anc•neme systGm$ which titt at lnGul.sto~s 1~. pr:eventtno 

r1ve1 companies trom pJ."it~ ··eompet.ltt.on.~0 .the am~unt of. 
' . ' 

money sp.ent . on proDu">tion•l compeUUon ln . the Pha·-eceutlca1 
' \ ' ,,.. 

induttry ls 2:•arkab1V .b$gih .. App;totd.mat.e.1y ·.2:0 per cent .flf. 

e11 <A~g sales et the . marrutee~~a-e.r* s .l.vcl toe$ fot' pm

mo"on, Which ln 19?8 ·Gtnwnt.ed to over $1.9 blllton to·». 

tb:e .Un1 ~d St$tos $lO~e •. 2l The b~sru'J~n~Jme cyetem, ba.s an 

advantage ov·er the patent system, &.lnce the br-and JJGrttO$ 

can b& operative aven tn prodUcto Whose petents hav~e 

expired, o.r 1ft product.$ \•A:dch csnnot .be· paten teet or ln 

proaucta Ni1eh ere freely 11censeo,22 Tho b~:and-neme 
oystem g1V'es li$e to an as-ray of different n.amen :fer the 

omne drug,.. Some 700 d1ffo~ent dl'Uga ov&ilable· .in the. 

United Stat.e$ have arcund 20,000 b:rend. neme~.,23 at an 

1,9:. David SChwartzman. QQ. ;QLl,., p.!it. 
20,~ Se6, ·stuart st. P. Slatter, [;~Di'~W~ml1U~~~L9: 't . . . "!" 

LOndon • ·19 . * 
11. Pham&CGUtical MatU.l:faettUt:OI!'$ A&GOCiatiOnt A.miYA&.§!l;¥P, 
. J1!aq.&·thi&alt Ebl_,s. •liialJof!vUa Qmu;aYana .• _, · AaZ~. Washington. o.e. • 1978; · _ · · 

22. M. Silverman and P. Lee, .Qa.SJ.,,, p.l7 •. 
23~ il?ii·' p.19 .• 



lndia, .·for example; ·the .fJha::maeeuticel comp~nlee spend . ' 

around 18 per <;ent ot their total salo:S for pl'Omot1ng 

some 1s.ooo pJ!'oaucts,:24 . The latgo. ph$1m$Ceuttca1 ·com-
. ' . . . ' '. . . 

paJ;\iee do obta1n J.rnmeaiate . htuma ·on thet~ p~duct-, ' . ' . . 

promotion expenses a:e Pf1.y$1·clane generallY :aho1N pl'ofel'ence 
".. . . . ' .' ' - ., ., . . . . .. 

for. branded pr~ucts.. By .1965,, :for lnstanee~, about 90 p.or 
. l , , . . I , , ,' ' . . 

cent of th~ total numbtt of p:rescu:i.ptione wtl tten in tho 
' . ' . ; ' ' : . ' . . " ·. . - . . . : ~ < . ' . . . ' 

um. ~ed states we're for: dwga \tvhleh he.d U'ade mark~d brand 
~am~s~as . . .. . . . . . . . 

' -I .· 

.. Pl"ice competi tt~n. ~• noted ea~liet1 ts 11m1ted by 
. ' l ' 

t~novatlonel ·cornpeUttcn backed !)y PJ:OmO~qnel acuvi tie& 

fo.~ branded products~ Noti'JGVOt, pJ"i·ce competi t!on .al$o 
' ' ' ' . I ~ . . 

efd..sts among pl'ul~aceutica1&, _generally in tnul tiple-source 
' . : 1 ' .. ' . . ' 

drugs., ~oz- unpatented genenc•products tvb1ch aH sold by 

m.o:te than one company. 'B\&tJi. tek1ng into consideraUon · . . ' . . 

the o11gopo11.sUc cttu,ucn that .extstc vllthln tho 

therapeutic .sub-ma&-ke\t end the 1ac!t of product stendardlza-
' 

tion vlhicb ie further elaed by tho . .tow elaeUci ty .o.f ·demand 

lot: ethical drugs and tho high rate of product tnn,ovaUon, 

. CoQpozP!6 ·rnalnta&ne th~t. the ptu.u:meu:.euUcal industry nevert 

has been and never vlil~ be c~p~t~~u.ve ~n tht: tntact oeneG 
- - - -· - . .. . 

2.4A~ see s. Lell, QQ• · A&Ji•• (n.5) • 
. 2~. Lawrence H. wort%el 1 · · o -. T . . . < t . · , . 

· · •.· ... U11Sf& .. In§1ustu;, · .1 Aft· ep. ott No. ; New oZ"kt 
1971, p~ 5. . ' ' 

1!6, Michael H. Coope: • ~d fro.f!U. $.t:l ~ ftA£1111;:"' 
· seutlstl& .!nSYl~:J Pergamon. Pres&;· Lond·on;;J 9 1 p4J,,, . . . .. I . ~ 
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of the te~m• _ttowrivet, 1 t te pointed out that in th$ Unl ted 

States the :&nUbloUJs ma.tket ifti .now .rJ.pe for price compoU• 

Uo.n/~7 Thls might .Jave been dUe to the tazwc m.arket ro~ 
antibiottc.e and $etonb1y to the tact that tho pstonts on 

many an.tibloUG$ have now e•ired l.'esul ti.ng in $ .1al"9e 

number: of eupp1iGl'rh Whel'e 1dentl-cal subcti tutes e~:o 

morketed by powel'ful companies. at lower pd.te.s· thon ·the· 

original lnnova~r .at~J: patont 1ap$:e, ccn~slderablo chan.;os 
.. in. eelos Vo~ume ~en. ocbtis: •. Ree!d.e2~ .cites '\he cae& of 1Cl's 

· bJ:an<l of . tetraffd£n•• \~ •. cmterir~~J · the UK maJ:~<et 111 

1966 to <:ompet. with P .• iter• s lft£r-exs&n• and causing con

&J.<IebblA;! feU ln the· ~atteJ:•& &!!!eli· vOlume. 
. · . . With the· _1n.c.ree$1ng cos.t · -co,nsciouerH~ss of heal tb care 

sy.~teml 1~ the <tev-elcpeb rncu:~tet&; generic compeU.tion f.OJ: 

<lwge ~ff-patent may !>O~Glbly f'o~c• the m!lj~ C:OIIIpimlet · 

to enter into aggressive price ·Competition in th~ futu.l'&,t 

but 1 t is ncit likely to be th~ ease w1 th · the underdeveloped 

markets of tb& · thltd WOJ."ld countr!·GO ·.at lcu:iet ttl1. the noxt 

ctecaae. 

1~2.-a .Iranatnr P..£&P!Ila29 

t,ranefer pricing ha$ becm one of the Wide! y practised 

. technique$ atnong the pbaJ!'maceuUcal multinationals all ovoz 
' . -. . -. .... - . 

e\'f or • · 
28., w.o. Reeki~, .T ·. 1 

• ·. . . . · . . " . . ; o• ·. . . . .. ·. . I . f IJt . e& 8. 
n ve.r ty of s tl'a clyde • 1 69 J see e1co Reeki.e, ·lJla tcoomntefi'fi. tba, .fbame<:Jl.UlU&f X.om&.s.ta-, Macmillan, 
.ondon., . .. . 

29. For a dets.led account, s-ee s. · Lall, "Ttansfer ·Pr.tctng 
by· MulUneUcnal Manufactux:ing fi%'1nfl', ~:lf:f IYP'W 
af .. JiCPD!mlGI.;AD<& .§~tis;t&;s, Vo1.3S., No; ~~UgJAs.~lS:) 1 
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'; ·. 

1nstustries1 partieulat>l.y ch,fl?micals., oil -and eleetronic.s 

vhlere basic: S.ng.J"edi ents OJ: components or othar ~aw materialo . 

ere produ.cea in o~ eQUntxy ana sold to a subsidiary or !an 
' ' J 

off•shoot tn another- count~ at. '·a P'"lce Which ic·. higher 

than cost . plus ftOitMil ·profit addi tton&. 30 Wid.lf) this ca~ 
. ,, . 

ba prcuc1~a~e1v exp1o1ned by l'eterenc" to· eJtehonge tate 

ch~nges, tax · regu.l~ tiona. trarulpo~t. coat ·~nd the lUte.,31 ~o ·.. ' . ' . .- . . . 

basic und.,r'lyin; · reatons beh!nd th~ · higtuu: .fi!ric~$ are lack 
. ~ ' 

of market infomat1an on :thtti part of the. buyir&g. country or 

the technolog.ica1 monopoly enjoyed by the :sol1or.32 . 

One of tho· well•known examplee of 1nter:.,..company 

transfer pricing l,G that of Hoffmann-La Rocho,. . Roche' G 
.•. · 

two prowtta LihD.wn ,and .Iilia wore p.riced very hl·gh end 

thi$ \'Jat j"c;Ut.l-ed by the company on the pl«ta that 1:t patJsed 

on t.be re&eenh end .corporate ov~.rhead.QJ on t'l10ti'dw1de opera~ 

Uona, tc its UK subslctlas-y.33 However. the UK Monopolies· 

CommissS.on rejetted this in 1913 end concluded th.et the. 

29., Ccmtd. . 
J.s. Sehu1man:1 "' l'ran&fer Prietng in Mul tinaU~onol f1X1ll'1• 

. · - . ; .Jenua _ 1969• p .• 46· c.v-. 'Vaitsoa, · . co b . ·. . tl. . . 
~~lrlli\• c ar·endon Press; Oxford,. 1974 .• · 

.30,. B. James 0&• s.&.i•·, P•·140 .• 
3~~ See, ..f~•H• ·Coope.r end A.J. Cooper,. lnliW:tlMA4 ... !EL£& 

S:.,OJI't$.·:'aii1J?Mt _National Economic Devel·opment Office, 
t:Ona.on, 19·72. · .. . 

32., s. Lall .• ga. s!..\•, (n.,6), p.14. 
33 •. The Monopolies_Commts-slon, ll!J~~$!l~Ut...~FW~.U 
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company J:'eauce 1~$ selling px-1co$ by ·60 per· CMlt for . 
I 

Lltadmn ana 75 p~r cl!nt tor !tiiYlfh; 34 ln 1914• the psi.:ces 

of Utbr&wn and ~A&YI in the UK wete one que#tet' end ·one 
' I 

clxth Hspect1ve1y of .aV()J:age v10rld .price tor the 
' 

paroouets.35 \ 

An important \~nd often cited ~ase 1n point is Sr:1 
1,, 

Lanka, where the t:O"emment 1nv1tea -r.\dWido ttmders for 

several drugs ana ~hi$ appa11m.t1y r(tsul ted in· conEd.d<'l"ablo 
I . 

tecucts.on of the e.tent of transf~;o pl'iclng., 36. ·A subs tan-, 
. I 

Ual Mount of ·$8V.l,ng:S bas been echie"~·•· it l$ &tatat'it 
I 

. l. .· . . 

.after 1rrtorvent1on :by the S·tate Ptuu:maceutleel Cor:pora.tion 

· (S~) in sr& Lanka,\ A clea~ $av1noe of ·92.5 pel' cent and 
' . 

· ao.1 pel' cent weG a~bleved respoctiv~ty on chlorptopea:l.de/ 

:ana t.etracye1lne fo~lated locally by Pf1ze~:!t31 ln two 
I 

' 
othe~: f.ntemnectl:ate c~;em1calo, Aspirin and ,ch1o:rphen1rsmlne11· 

' 

fOntUlated by GlaMOt:: .a $Ub$tantisl tiavings ,of 14,7 per Cent 

and 81.3 pel:' cent re~pecUvely wae .. ach1eveca.38 

Wbllet J._t mey not ·be poS$ible to COnduct .t'hVestiqe• 
' 

Uons into uansfer pr;1cing on all the prouuets, the health-

tal.'e systems funded by g.ovemments either fully ·OI' pert1ol.ly; 
. - . . - - . ~ - . -

34. Did• 
35. the.JiQ9!!9mll~t l4 .:APd.l 197St 

36. ;;e£dW:t:t~!eb,fld~lftl'!l9nlU¢ftYt!Sa1~CQEPRDSi&9Jl 

37 • s. Blbile in s. La~l and s. B1bi1e~• ~· .s.li· ( n.a) .. 

38 . ., i.b&S• 
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mlght focus ett.~nt4on on !ndi·Vidual procu.cts wl th latge 
I 

sales volutiUh· Tbl$ ls .U.ke.ly to follow the Lfcbr&Ym and 
! ' - . -

I -
·x~a,Aum example 1n ~he UK ana i.n othet ccunUies. 

I 

1.3 ~~ftft:li.sa~ :Msa&t&MUIDi&l AGS .lbi.JblM WSJ:d 
. I 

' i 

l? 

'The phama.cou~ico1 lei;$ have be:e·n critici~~ea hoavily 
' ( 

for thei~ oiec:1m1nato.tv a-pptoaeh towa~o the third wot.td 
' . 
I 

countries, wheth~r l t lo p.ticing o%' 1n t-tuJeaJ:Cb aimed et 
. I . . 

dlscov&rtng U"OP1oa). · <$rugs:•. The WoJrld. Hoal th. Orgartl&ation 
~ 1 • • • ' 

I 

(\'iHO) baa wa.ged e :t~l~ntless .. ~ampa!gn* · ev~r· tr!nce S.t tool< 

·up the pxogrsm in 1951 to inerl!aso pha:rmaceutieal: awa~enee• 
I •. • • 

among the poop1os Gnd na·u .. onal gov•mments .of both the 
' 

,I I ' ' • 

pres.surise the eompaniea to -lnveat. in t:esearch for new , 

~J>ical ttuerapy.39 · lt !e c1tod1 .fo.~ .eMa~le, that tbote 

has b~en no advance .in dt"Ug ther-apy lor tl:opic.a1 dileases; 
. . .. 

. ~ln·ce Sii~Yl~.i~l\ml&iOS ·!n 1948 to cure Fllertesis effect-

ing .ovcu; 250 m1111on peopte .• 40 Not mucb raeeaHh hoG 11~ 
tak~n p1ace.even on some .of the widely pzovalent. ta.-op1ce1 

uict~ases such e.$ Melarie,, Choleta, Y.ellow feve•, ·Aot-a:ttaaie, 

Ancy1.ostond.a:a1s and Schls~somtaets.41 
_....._ ___ ..._.. ________ _.. ____ . -· -. ,....,.,.--·-·•-ir a-• --· 

40. ;e~~:ml!re3rf'i=u:f:~~~a 
Geneva, 19 3.- · . · · . 

41, See, \VHo, Technical nepo&-·t Series on ·th$ respectlv:e 
diseases., · 
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C:r1t1,cism of ttua phamtaceuucal ·mul tlnat1onale inte-n• 

:61 ficed. and an inerea&tng awareness on ·the pe.rt o.f tilt:!! 

~publle occurref'J during the 19601 aftet the tnUlti•countey 

Ibo&&domistt dlcaeter. 42 Th:ta led to ·the setting up of 
. . 

·va:rious .committees ana pen~ls by nat&onal governments and 

tn~. ,J)Ubllc also .st~ttt.ed keeping 0 cloeei' ~/igil 'eve~' the 
, ·., ' . . . ' . 

pha·maceutic.at lncuctrv. · The UK J<,efa\tvs~ard.s hearlngc 

··~ ' .. 1959·61 hlgbli.thttxt tnfe fea$on$ ·for tbg ~httJ:.ldomit.1~ 
.di.s;.ste~: ~na tbt.l heatlngs p.roduced e~ consictetable .. amount· 

of p0Gi.t1 ve 'l'ee~tl~n fftm , ttuti ,, press f: a :n~Ol' of book.G 

··too ~.PP~ared ·a$ a ·re$ult.,.43 . Sutu~equenU y a ·n~e~ of . 
. . 

.aspects, .apart f:tom awg safety!•. Via. •• pricing, profl to. 
promotion·al teehn1qtte& .etc. , have 41 so been ~ucem!nea by 

-the ~c.ommitte.tt& set 'UP .by various national gcvemmentth, The 

us . .senete Sub-Gomm.ittee ,o:n ·Mor.,opolie.s end Small Businesa,44 

as well .as the sain$bUW Coftl11'dt-tee45 in tb& UK .haa arrived 

at •om~ .lrnpo.rtant c:onel\isions ·which ha:ve even. mor() far 

ree~ehing · lmp11ceUone · fott tho . third vJOrld countties than 
. . 

tor the e.dvancod eount&"ieth The phenomenon of probe 1n\o 

42. Tha11aomlde 1s a ch•lc·el intemeolate Vlhtch \~SG edmi• 
n1stered en . pr,eqna:nt women till the 1960s. l t ~r1aa then 
d1&covelt'ed that the' su:bct&·nee had, epart from high 
to.•icity, given ri.&o to otrueturel defozmttiee in the 
embryos and ~ven 'the <iGG'tmctio.n of foetus, ana bed 
:-esulte-d ln the otcul'r~nee of a number of aeaths of 
prospective mothers tn venous counta-i.as. 

43. ibe most noteble .boot being tt,, Sjoutrom ontt .a., Niloaon. 
· £ i . ·Penguin 

I.OI1'11.nr.•n f 

4th Kef,auve~ Committee, QQ• s.U,. 
45. . c,o- 1· 
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the ·PI\emac·aut1ce1 ln(iuat~ 1s not :U.ml text to the us end 
\ 

the UK and has .occurred vit'tually 1ft all counta;otea in . 

varrittO· degree&. ln ln.dio, for <ntampltt,. a Comm1·t·tce46 was 
set up in 191'4 to look into van.oue problems of the 

oomesti4 phaanaceutic&l .1nw.stry. . ' 

Apal't. from the .;overnmentel p~b£ngsl. somo. ncn•p.tr:ofi t 
... 

social or;an!saUons ho'Ve also .brought into· itght •. · sevotal 
l • ~ • 

' ' 

alp$ct.• of phitrmaceuUcal. mul Unationals' ope-ratione in . 

the th~:t'd world. . H;ae1f$!ere Group, 47 fo~· example,; pointed 

out \bl!~· the -pricee fo~·~gs pata by the developing 
' ' . 

countt1oa was •near C.!'imln.al'. A :case in point v~as lnd1a., . .. ·-' . 

wh1¢h l)a<t to pay neat:l y $4.0 pot kilo of ·vi tetn!ns \vheJ:eac 

8r1 ta!n · pe.id American flms only f2 .40 per kilo. 48 · the 

. study· ~l$0 pointed out thet tho mu1 tinaUone1s v1ere sell• 

ing v~~tually ineffective ana obsol&te d~gs in th& tbi.ra 

. worlei market&. 1n lru:d.a,agsln.- one of the s-ulpho"amide 

d.rugc• sulpha.pyddine, now eon&ldt:ztec:t obsolete itt tho 
~ . 

We&~,. lili not onl.v et1i1 sold but ·1~ the mo$t 4!l.xpensive 

,. drug ~f ~ ts .ld.nd~ 49 Thle hae been · conftaned by a recent 

atuay30 for a later pe.r1od. . Mott)sr .JQiU2G a us mego21no 

! ', 

47. H .. es1•er. e Gtc.up,.ftg,JIDSA! ,lbt .egg ComP~n1a§? .Haalemel'o 
(i-'oup, .London, 19 • . . 

. :·' .. ~ ' . .:.. 

48. 11:!&9 .... 
. ~ .. ikia. 
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. 
ot investigative ,journ.al:tsm, aecu,sed that tb~. us and 

Bul'opean di'Ug eompani:es ha\ro been • • &yttemeUca11y c.twnP

ing in deve1oplng cour;.tries un&afe pr:ouucts ranging fi'Om 

~ontraceptives to pest1Cl-de:e to baby pae1f!e~G'' an<i t~tmed 

th1$ as th~ »•o~z-ate tt'itfte of the centuzvu •51 

A number of me.asure~ h&Vo beett ini-tiated. by ncrt!ona1 
,,: gOvernments· to offset the etl'ategtes of ~Ul ttnattonale 

pa"ticut.a.rly high pr1e.1ng~ Pakit?t$n and. lndla1 for example, 

attempted to 11mi t the ut;e of brand ru'Jm~e,,'52 ln lndlet 
,. ' ' . . ; ' . ' 

. the pot!<:y applie$ $Ol$ly :to es&entia1· 41\4gs,, though 

exeepUcns s:oe made for patented. and linP.OI'ttrJ px-odueta. 
io • ~ ' 

Pakistan banned trade narnes fmti.te1y in 19?2, but thie 

\IIJ&$ not $ucceasfu.1 fo&-. long aue to major: quaii ty ·con~tro.t 
. . ' 

problems; .she .ul Umately Nvo:kea ·the 1972 Lil'UO ·Act and 

. . rceplaced 1 t with th.e 1916 1~1;el.at!~~>ft vmi.ch e11owed some 

uoe of brand nanw)s~u The .r:akiatan c.as~ :S..s ·of'ten e1 ted 

by the mul Unetlon~le .t.o ,support the!%' eJ:gUment. tor con• 

. unuauon of bJtanCi name•~ . lt is ve2:y d!f.ticut t to 1m.p1ement 

a poltey llke abolishing br:enanemeswJ.thout a pmpe&" 

tn;vf}stigaUon of. the therapeutic aqu.1 valence of ,;anouc 
*!'llli .. !!JHJ ·-·_1;, t _n·e . .i_ · ·- m_-n .. 1.1 F !IN lullli:iii!Sl _' q t n· · · ·wfit•f· :ar_ 1 · 1 r 

53. ''AssesGment of the Phemtu:eutteal. l~ndUctry ln Df'iveloP-
1ng Countri·etu its Potential and Ne.Uonel and Intel'
;ftational Action l~utred. to P.-omott lts Development0 ,, 
UtUOO (10/WG.292/2); Vienna; l918t p.29.. . .. 
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drugs and without propet quality contt"Ol measures t~ p,:~ 

vent the :spawning ·of spudcus di.'Ug,s,. In the$~ clt¢t.JJD

stences tbe tbia:u WOJ'ld countries w1 th the11" 11mi ted 

l'eooul'ce5 can move fon.~ard only v4 th ma.r:e. eoop~ratlon 

among themso1 veG ,and wl th tho help o£ Vet'ious eupr.e.,. 

national o~:ganizations to countel' the .operaUons of ·the 

drug multinaUontals, .·ibe Sli ttmlta caae te el:f'eetiY a 

pointe%' .in this Oi!:'ocrtion,. 

lncU.en .systems of tne(Uclne sueh as Ayuweaa.. Unen1 

and Sictdha enjoy.ed wider pUb11t conftdehce and VIS%'& .lnzgely 

in use prs.c·:r to the ¢olon1al ru1o54 ;end aUll continue to 
be used in moat of the wral areas even .nov1. the A11opatb1c 

.systmn of mealeine hae been a late starter! !n .ttu.:ite. A 

beginning V'l&$ made 1n tht! pnductlon ·Of allopathic modi• 

cines end dJ"tig& with the ettebllshment of Bengel Chanieal& 

ana Phaanaceuu~cal Wol'ks in 1901 by Prof. P.c. Ray., in 

Calcuttch Until the J.940c, howeve~:. tho In-aian pbar:ma• 

ceut1ca.l 1naut;tt:y wa!4 l.atgely en adJt,trtet of the Bd:t!ah 

industry ana concentrated on the t!elllng operations ·Of 

imported finished a~:ugt. The world tf1&t ll gave a fillip 

to the pxoauction of p~aa:macouucalo through incJ:eased 

dem.end 4111 over ttte world,. The lndisn drug i:nctusuy was 

not tn a posi t!on to keep poce wl th wartime needs due to 



lta meagre ei.~& in tems of eap:ite1 investment end ,salos 

vol.ume. wt th the E.ap!d developments !n the. pbacnaceutlcal. 

field during the 1940s tano with the introduction of $ulphe• 

dt:ug$, anttblotics. steroids and var1ou.s other aynthets.c 

dl'UfSt the r-•sear.;c·h end 1MovaU-on ba:Gtd .la:z:go phemtu:~· 

Ucal firma started dott~inattn; the phtu:msceut!r;a1 marktts 

rac:t:c&$. tl\e natlonal · t>Ouru~a·:ties·. · · lbue tb.$1 mulUnaU.on•te 
' ' ' - . 

rnad:O th<d.l' beaa.way into Indian mGrkets:r a pbenemta'lon Which 
' ~ ': ' ' • ' • • • j • ' \ • : 

wee »eao11y aceopted by th~ co1oni.a1· gove~.f:tnt .and success• 
. ·' ' . 

fully continuea ev-Qn after 1nd$pendence. · · 
. - ' . 
' ' 

The early post•independene~ years (1948•53) pnved to 
I • ~. I • • I ,' : 

be a turning point in the history of· the lndlan pharmcceu-

tical industry., 1 t was aurl'ng this peri.od that the founds• 

tiona of a truly modem phatmaceutteal tnoustry in this 

couritry wer• 1sict. A p.rogremme of developm.ent ~vas 1nunehod1 

which wa& phaclKi lft ~f!ve Yea;- PlttUl and baa speci.ft:c goalb 

in different fields :tnclualng. the progros&ive achievement 

of self•suff1t1tJney,. .In 1953·~ the union r~n1stry of 

eomme~ce ana lnc.tusttY:t sot up .a Phama·couUcal Enquizy 

·commlttee5i'> to rec~enc.s' the linElG ·on whleb tha· phoxrnec~u
t1ea1 inoustry could be developed .ae:· an integrated 1naustry~ 

To ensure that the indu&tr; would ochl.eve tho required 
' . 

:pot tern of growth it was placed w1 thin the purv1ev1 of 

I.ndustrles (Development and Ref~UleUOn$) -Ao:t· rOt 1951 t and 

put uno:er the guidance o.f u1zoeetoratG G_ener~l of Technitsl 
' ' J ' 



Development (OOTO). the pharmact/jutica1 inauatry 1& 

cltu&sitied. :among ·the c:ore inaustr:t'e tor. the pur:pot·e·s of 

licensing uncier the Inwstd.·es ( D&R) Act .ana ts one. of.· the 

&e priort ty inoustries fez- the pu.rposen of taw mctertal 

a11oeatiorh ·~ lnauct.ri.al Policy Resolution of 1956 

grouped th!$ indtttltl'\' l.n $ChedU1e 8, when bOth publiC 

and prt·vate inaust:rie& could ope!'ate;; ~6 ·However., tho . ·. 

emphasi.s of the lnaustrJ.al Policy· was to increase. the n.te 
. . 

of public sector and to reduce prog2:eGraiwly tho hold .of 
' ,, .. 

fol'e1gn. comp.aM.es, an emphasis Which waa ·SQU~11y applicable 
. . 

to the :phamac-eutical .lnauot:ry ae w~11 •. A~ o sequel to 

this po.U.·cY th• public sector unt t Hinauetan. An·tlbioUc.a. 

Limited was Gtre-ngthened and an-other unl t indian UJ:Ugc 

end .P.hemacw\1ea1a LJ..mttea wa$ set up to manufactuzoo tho 

synthetic drugs.· 

However, the. setU·ng: up of HAL and lOPL ln itself d!d 

not achieve the object of l'cduclng mul t1nation,a1 domination 

1n the phamaeeut1ca1 industry• on. the controxy the pl'Ot!t& 

of mul tinoticnals rose subst(mUally.. Slkty pho1:meceut1cal 

m.ul tinat.i,onelG in lndia &hal\Od betvJeen themaelvea 10 per 

cent of total dwgs salos in 1972-14,57 The product ¢~ 
ce.nt~:ction lti al$o ·very high among tho mu1tl.naU.ona1it each 

laqe company eoncontratee on a few product groupe wM.le o 

few large companies togethet dominate ell the mejo% 
08!·-n -a. a_ J'iflli. _.)ldF tr a- ;r r - j_ _in _ t _liilii• r- . · -,...- ilinr 

56 .•. See, iD<iY11rtill PAA&GX.~BQAOJ..HS&Qn. •f<·r.:.' -· 
Gove~nme:nt. of Indla1 New oeiJd.:, 1956, 

57. fll,tfJ&-Gimtn&$tM.8rmPdt Qe• StU• 
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therapeuue areaff ana ·products·, thereby edgtng· out ~el.&

uvely smaller Ihdian competitors. · ~Jhile M.erck, .sharp· and 
Dohme · in Inola• · fcJ: example,· cont%01 the· produc·ts of · 

. . . . . . 

· sulpbathtazole an-d phtnalvl su1phathiaao1"• · Parke-oavls · 

~nonopolises the·prod.uctlonofbulk amodl&qut~' and .bulk 

ehlo.-.emyceUn.58 Geoffl'ef' Marmora,. Hoor;hst .and ClBA dOmlnate 
' ' 

the produetto.ns of' mep~:obamst&, tolbut-de and eu1phesomia1.ne 

·• · ~espect1ve1y~.st-· 
the price vozoiatlona fot va.&-J.,ous drugs ate. vezy common· · 

in the.Indlsn.phamaceuUcai· multinatJ.cnals. Indian· Schedng. 
' ' ".· 

.. and. Ni1tholast'.both .. a.&soclates of an En.glish ·multinational,·· 

. whl·ch : monufeetur& a 11f e-st~ving drug Ji&am.truill UQed . fozo 

the tJ:eatment· of thyrotcx1costs. price 1 t et ~.16 ·'whereat 

the manufacturer• s cost ·to just 10 pat so. 60 the ·tar:1tf · 

comm!selon baa brought out a 11\lmber of othot> exampl-es too 

of ·transfel'· Pl'ic1ng by mulUnaUonalc tn Indla, which la 

a pa.-t of the.1:r globe1 ta•--rn!n1mlaatS.on &ttt.ategy.. Hoechst, 

for. instance, sold 00 tol:butemide teblets at ~.14 in su:ropeen 

, eount:ries. ana et -.21 in 1ndi,a:J Pfizer $6ld 60 tablets of 

chlcu:prc:>pemide et 1ti.l0 .• 68 in Italy .• and at ~.30.30 in Ind1·a• . 
cy~cte sold Auresms1D 1n A.rgent1na .a·t ~.9,01 tor 16 

capsules, J~Jhile its asspclate·t.n Jnola, Ledetle sells ·tho 

s.am~ fo.r ~. 52 .• 42• The Gmne f!m sold teuaeycline (ASam.Yd:Jl) 

at ~.9.01 for 10 .capsule in A•icnt!na •. and et tbt~49.3'2) 1n 
61 . 

lnd!a. ·. 

sa. s.e!l._• .~itS S!'.:~·ttsi'Jtffiff_.§omml!Rlsn• Government of 
Inola., l'iew U4?l. · , 1-. 70. . . . . . 

~9. ~:bW· 
60. WS· 
61. il?ir;h 



these and v~rious other practices 'of ~ul ttne.Uonals 

such ac non•pnd.uction: of tropical. dn.tg.s,. heavy remlttences 

to their perenta domiciled ab~act in the fom of royal Uoa, 

· technical t•es . etc .• t are f.rttll not stalled thzough 

·effeeUvo checko at verloue end-s, Hovnwer, 1ncnased 

c;onadouenest of the t:otu involved in the hen1 th•CaH 

$V-&tan among the govemment . circles and a gh\'dng awa.-e-;. 

.nee._s ~oftg the public as a roault of r~ve1ottons of veriou; 

comml ttet)o inside lndte .ahd .ab::o.aa led to the setting up 

!Jf the Hathi Ccmittee in 1974 which e~tamlned ~iffeif.tnt 

aspects of the Indian drug itu:Juotry. 

In·.~· tount~ l.it=e lnd!.a:, wtu~re the dog~&e of economic 

.and t$chno1ogiea1 b$Ckwa.%'4nese iG etill a:"elativo.ly high; 

thex-e ie a tendency towards dependence on forotgn. multi• 

nationals. ln the phemaceu.tical lndust.ry this bo,omeG 

st11l more im,pol"tant since the ptoduct1on of various drugs 

ic innovation cu:ionted .and the pr.oaucte 1nternaUon&11y 

p,etented, generally by a £et.v large privete~ly owned multl•, 

netf.onal corpoJ'ati.onc.. ln such, a si tuatlon long•tetm 

poli~cy ls called for in orde~: to :«u;hleve sel f•r:e1lanco ct 

a faster pace 1n both production and technology• keeping 

in view the aomtn.ance of mul tlnationals th botl\ th~ field~• 

ln lnaia a cl.oar pol.icy on a:rug& did net ernexve t111 the 

Hsthi Committee came. out With c::e~:tein concnte. suggestions; 
I • 

pdor to that there we.:re onl·y cet'tetn .ad hoc rneasli_res :1i1Ceethe 
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1naua trial Policy end cruo Pri~e Cotiuol orders or owgs 

,and Ccsmetlce Acts,. A coherent and eotnpi-ehen~sive drug 

pol.icy eme~gea only irt 1978!, on the beeis apparently of 

the Math! Committee l'ecommenuatlcms.·62 

ln this background the present etuay eppzooaches the 
. . 

p.robl~ems ·of 4e1f•re1:i.ane.e ana the co,ntdt:»u:Uon of val"lous 

sectors via .• , the mul Unatl.onn1.. the lnd_lan pd.vatC! antt 

the · publ.t.c nee tot's towa~e athi«!tvlng the set tartEtts in 

tne r;noueti·on of val'1ou~ dwgs.. . Fll'st, an. ettf!mtpt ha$ 

been mad.e · t~o. · uece out the acti vi. ties of pba:maceutica1 

_multinationa.te 1n lnditt tncl~ud!ng their flnenciel perfo~ 

mance. The profit ratt·oG and the nm:lttances abt'Oad bY 

.foreitn .tims are -exatnined in detail since those ptu:ametoz-a 
ean co.nsiderebly affect the economy in-generaland the 

phamaee\ttieal ln<Juatry in ·particular. SOme ~of these 

aspects are c~pa~:ea with the Ittdien pztvate sector in. 

o:-de%' to 1denttfy. tb~ :statu:& o_f prtvate Indian p.ha:maceuu

cal companies and tll~J.I' role ln .achieving sel f-suff1c1eney., 
. . 

The present study also exatn1neG the role ot the public 

. sectol' which. foxme the majot: s~ctor S.n toms of capt tal 

tnvee~nt c(lnd. whieb has been assigned $ pt:omlnent ft>le 

by the Jiathi Coinm1ttee. In e drive tc:wJal'dt pJ:~ogresaivo 

aelf•GUfficieney the pricing policy of the public .sec.to,; 

calls fOit a balanced approath and $hou1d have a st$b111~1ng 

effeet on ma1ntatnS..ng the p~1ce.l1ne. pa:rueulorly ln a 

62. Ui.scusaea at length in Chapter 11 below.-



mal"ket ®mlne'ted by laqe mU1 Unauona._ compantea" Tbl.s 

.o·spect has been G&a1 t tn oetal1 and tb.:; p=te:~ dtat:r:ltP'tftw 
. . . . ' . 

·Ciee Of 'Viatl·Out' p&'04Uett mentlfill.tttred _by dlffetent oeCtoi"S . 

heV·e been bNugnt -o_ut-.. 

the <tuesu.Or. of selt•m.aft1eiencv is" anJ11~ecl ln toms 

.of ·capac& ty utllt.~a,Uon end prowcu.on -~.'get() •~t· up bV 
-~ · Task· fo~ce of trio Plarmi.ng Comlsel-on O.n the bast.$ .of 

tht $U.gg~aUons -of the fletthl Comml t tM, tbla h~o .beon 
. . . 

<~one for ,ill the thil&e sectors, 
... _the in41genous ·~ftoJ:t$ 'to gear up innovational· o·tttput 

·wlll- be fn1 \ful only lf the i"nve,stm.ent in ~o .as a pe~ · 

contage of e.ithel:' \hQ sales tu;nove·l\' or the total capl.tal 
. . . ., 

employed !& a4equetel.f. hlth!i 1'he e¥am1neUQn ot feD ogpen-

ditu~ee of •a.d.ous fimt_ a~coralng· to theis- lizea • in tho 
' . 

t:cw.tafd teebnologlcal se1 f•ro11$nce• 

Whilst attempting to troce out the impOJ'tanc~ ot R'-D 

a number of fundamental question$ zr;egardt.ng the natu:te of 

·pf\al'Jiaceutt·cal ~es&altb (capt tal.•1ntenstve or labou ... -

in'tcn&ive) Qnd the ~:esour.ee cost ot technology t..-ansfew 

frosn capttel:lttt .,nc~ soelailst courrtrteo .f.lrtO re1&$d .• 

A variety of sourcoc nave b~n ma<le uae of .ln: ·tho · 

pl'eeen.t ett:adY• Howeve~, the gene:l'a1 paucl tr ef GOurc.a 

me.terlol about ttu.l ·phaanaceuU~al t·ruruetrv continue$ to 

be the maJo.r drawback. Konce, the ;$tudy moErtly dcape:a<ta 
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on the com.pany .annual x-eports., the Annual .Rf!po:'ta of the 

Mirdstl'Y of Petroleum•~Cl!(aml·cals en(:i fertiliee::ti, the ~~D 
' ·. . . . .. 

Maftuals and tho Parliament proeeedtngs (inc~udlng tho papets 
' ' ' ' y '· 

laid ~n the table) etc. The private companies, mostly· 

·mult1natlona1& st.i11 do not-discl-ose much of the vS.ta1 
' . . ; . . ' . : . . . ' ' .. : ' 

.intomauon• 1.-Jhlch a11ogediy 1& kept aectet for trade pur.-

po&es• · These :tet!ouc c'Ontt!-atn,te hev.e l.itn1ted the scoPe of 

the· pZ"ea&nt stu<~v· to a ·fev1 a$peeta~ De$cr1pt1v~ · otat!sUcal 

. 'method$ alone ·91'&. -1oy~d $.n much of thE! analysiG of date4 

$tetie:'-1ca1 w¢hnlques, · howeve:-1 are eaopted ·1n o few 

.tn$\anceth 





·GOVEJ1NMENT:• S 1':;0LlC.Y tOWARDS tHE DRUG AND io'JiARMAC.£UTlCAL 
: lNWSTf~Y IN INOlA . 

Siru:e policy decisions wlth regard to any givGn sector 

of the 1ndu.$tria1 ·teonomy are taken v4thin the overQll con•· 

text of the industrial policy., the goV~tnment·•s drug pol,lcy 

cannot be enw:ned i.n ieolatiorh 'The phemaceutical 

industry ln l'ndia, wbieh is :mo$tly dominated by the foreign 

mul t1nat1ona1 tomptuues flnencial.J.y and tGehntcally, raise$ 

GOme .specific questlona_in regal'd to equ1 ty p.ortieipation, 

choice of technology .and so on. lienee, a po11cy for this 

ee-ct.ol' must 1nvo1v·e .a judietouc iFJpp.roaeh of bringing to

g~ther o·f the national industrial ana science po!ic1Gs, 

particule.tl y when the· government• s object! ve !s one of 

&ch1ev1ng self•rtd.i.ancn through progressi.ve reduction of 

foreign C:·Ontrol and substantial increase in indigenous 

efforts .both in technology and in production, 

A clGeJ: and we11 defined pQ11cy towaJ>ds the pharmaceu

tieel industry, in comprehensive terms, did net emerge in 

lnai.a until recently, when scme: of the Hathi Comm1tt·etl1 8 

recommenatrt1one. ·were apparently incorporated into th& drug 

polt·CY~a the gener~l guiding pdnc.iplee laid down ln th~ 

indust.rial po11t!os and the urugs and cosmetics ACt$ .along

with the Price Control ol'ders used to detezmine -the po.liciea 



"Jn 
.\it' 

towcu:d the q1.1$lity contJ:o1• 1evelc of prodtu:=U·.on, p.ltltU.ng 

of products ana the fo:re1gn pel't1c1pa.tton in the d:rug 

inou.s·try, 

The Got'etMtent. of lndi.a announc~ .t ts fi I'St lndustltal 
' . ' . . . . 

J>ol$-cy Re.soluUon (lPR) ln 1t4S~ ~ntatltng the max!mum ut1·-

liaat1cn of in41genO\i$ reoour:ce&t the equitable di$t'ribution 
. . 

of gcot.ie $nd setvleos ana achievement of higher standard 

of liv.ing es the main objetti.ves~l 1 t also ·teeognt.:ed ·tho 

·trnpo%tant rele of .indig-ous . t-echnology on the o~• hand., 

ana the parUeipltion of tox-.f.;llQJn capt. tel and ·&nteJ:priee on 

the othet:t for: achieving rapid tru:luGtrl.$l:lsetl·On in the 
country •2 The policy ln X'egatd to fcur~ign investments· . . 
tves further explained in the· Flr$t Five Year Plan, where ·1t 

was considered aeeiroble thet for*'lgn investments 'tt~hould be 

.channotS.~:~ into thoSie spher.es \~lch \vere ln urgent .neod of 

development•.3 and probably the phamiaceut:le,al industry waG 

considered one o.f thOSfJ: t since e fro.e flow ot foreign e.api tcs1 

ana technology was -ontettel:ned in tb1c sector~ However, tho~ 

baste framewo.rk of lnd!an policy towa!l:d for:e1gn. p.arUc1p&• 

t1on in domestic lnduGt.n.ec wa.e laid down in the Second IPR · 

announced i,n .19!;61 though thG~ wet no cU.rec:t ref~rence 'tO 

the import of technology nor about the establishment of l.n• 

plant R~D in .tndigeno~·s 1n~uQtr1es.4 .During the Second Five 
~ ~ . -- . . . 

1. Govexnmen·t of J:ndi&t 'Rfu.§.tnu
8

RRU.sv flgao&ytton. 
Apr.il 6t 1948 • New Oelh • pe•a • · 

2. lNd•, pora.s B•lO. 
3, Gov·emment of 1nd1.e, .Uttt fiX& .. liA&:.P!i.Dt New il£1lb1 •. 

1952, p, •. 412. 
4,. see~. tD9lUat~ ... !f&1,'"Bg~ct11Jlio.J,h April 30., 1956, 

Gove:nmt:!nt of .··· n a1 · ew uoltd., 19tr>6. . 



31 

Yeaz: Plen P$1~1cd .• there was a ohlft ln the pattern of ln• 

vestment end gJteates emphasis wee laid on th~ growth of 

the public sector ebsolute.ty and reletlvely to tho pr:lvato 

sector .•. & Priva·te c:ap1tal .(J.ncl.:uC!.lno foreign) • however:• 

·vJaG not atatnst the J.nc!'ee.fi.ed investmentG in .the public 

aec:,or·, which .. went latge!y into l!lroas like lnfx-o.structu~>e 

snd machtn:e bul.loing Which ~nvol v~ ·'high · .ri.i.dtG an4 long 

g&&t$Uon periods and hence e.t:"e not vex:y ettl.'ac:Uvo .for 

private capital to .initiate devel~pment ·'in. 6 N~tthelecc, 
the pbe:rnaceuti.eal industt:Y wee not enU.Jely e $tete mono. 

•. 

poly, according to the .IAA of 1956; but was put in 

Schedule B; i,n. \"Jhlch catecgQ:ty bot,b the public f)tld. tho 

private (1nclu.di:ng fo:-elon) entetp.~teeG eculd operate ln 

hamtony.7 

Th~ second lPR etatoa: 

lndustrios 1n the eetond category tdll b$ thoae 
11,ated in Schedule a. With a v1~' to accele&-attng 
the1tr future development., ·the State \¥111 increas• 

.1flg.1·y et;tabli. s~ new unaerta.k1.ngs in . ·th .. ·esc indu$• 
ules. At the same time, privete ente~rise will 
al$0 heve 'th$ oppor·tunt ty to develop 1n tht.e 
f1e1d.t ei tho.r on 1\$ OWI'l cr l'4th State part-ictpa• 
t1on.u . 

This le4id$ to a elear .$uap1cion. that tho development 

of the public sector 1n general .. antt in the phamtlceutical 

inaustey 1n pa~ticul&r v:aG n.ot e:tmoo 9J)-et.ific.a11y ot ~con-
•. dtl J 

s. Jagd1sh Bhagweti nnd f·adma Desai •. \DtJiaa..P..&GU4DO. fel: 
· · . o ; OHfotd \Jnlverel y i" nss, Lond.on, 

190, PP• S • 
6,. The autho%G of the BcrrJbay ·l"l&nt hcwwor, eJCpreose~ the 

idea that :private capital could t.ake over the mor~ r.:~ro
f&table public invs&tm~nts at .a-l$tet date ond alco 
hoped to buy up some of the ente.rpriJSes whieh were to 
be created in ·the }}Ub11e sector.. Seo• Ibrt .~amtaax.r·~,. 
New Book Company, 1944. 

1. Sfet &ft\.12~• ·~ .IU• 
a. i"!Q., pa:ras 10•14. 
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t.rollinq ptivate eap1 tal• the outlook· was one of c:o-.~xic

tence of p.-1vcte ttft<il J)Ubllt investments v;ith th~ intention 

of promoting the lntereOt$ of p.rivate capital in the long 

The new 1ndustria1 Polley announced. by_ the Jsnata 

Government in .191? alao has th·e evcwfld objtJetivo of crea!t

tng in in~•tr.ta~ base irl" .Xn<lia · mo.stl.y t-4 tJl the help of 

· tn<ltgenous technology -.9 the . ct:re.ss ~~ the netv policy wac 

to develop smai! ... ttale and aediwn•scalt see tors· by· aiding 
' . . ~ 

th:ern thJ:Ough: vario-u$ state .and othel' EiUtonomous .. ·financial 

t.n.a.:;tltutton.s. Insofal"ae the phemaceutieal inc.n.aetxy 1$ 

concerned,. ~ new policy with e ·dotlnitG -shape was .announced 

e yeat: later in 197S. 

Whilst the general gutae11nec eGt in the varlouo 

1~naustr1al po11c1~es used to govern the overall. app~ach 

towards the pha~aceutical inau$try the specifi~ problem; 

were tackled on a 1eo~l l'ather tha.n the pol:l.ey plane. Tho 
' 

1nd1en govet:nment had adopted ·fl'om th~ B~tish, t.ho Ort&\lG 

Cosmetics Act of 1940 and emended ;;. t at regular intervals. 

this act governed the .manufacture, sale and d1$tr1butlon 

.of various drug products used in ·tho a11·cpathlc, Ayurvedic 

en<J Unani systems of medte.ine p~:a:eUse<J ln lndJ.a. The 

!~,rugs ano Co$blet1c$ Act of 1940 was tint amended i·n 1955 

.. futt Drugs. (Amendment) Act followed by fllrther: amendments in J 
J -j: .. I -~: .. t.J. ~ 'IL £,_ _ _ J. -_ 1 J;J;&t« U - iJ f YMMJ1t f ~.t ~. #i¥;1.M.ili J ··- IJ1L .t 'lll#' __ ... ...,~·- _:st;Wt•M-•··· t J · q· itHl 

9. See, .i,PJi, ~ecember 231 .1971, Govemment of lndie.; N$t.~ 
Delhi, 1977.. . . 
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.. 1960 and in 1962. · Th!$ Act was .te:ploced by tbe Drugs and 

Cosmetics (Amendraen.t) Aet. of 1964 wi tb subsequent achfi tif.lnG 

in· 197:2 and in 1979.10 The Aet entt"U&tod- the government 

w1 th · the power to prctvent tho emergence of spurious 'dl'\JgtJ,• 

to mai-ntain quality 11\ production &nd to p,:ov1de for the 

.:tmport ef dwgs t"JheteV$li' necees:ary.. th~ pri.~ee of drugs 
. . 

·were ·h_owov.er ¢cntrol.led t:cm time to Ume by .the :promulq•--

tion of v,artous- etatu·tozy. ()rdots. _The fl:rst such oz:der was 

the DJ:Vg$ ( Di.splay of Pr1-C$s.) O.r4(at ln .1962 an~ ltttet' the 

Or:ug.s (Cont.rcl o.:f Priee,s) OJ:de~ 1n 1963 which were: promul• 

gated under the Defen:ce .of -~ndia A(rt.- i«lW\1Y~r, thetr impact 

W$& minimal ana p%ice~ ·continued t. :tJ.se despito the $tetutorj 

mt;asures. 'the drug .Pl'ite index calcul-ated on the bssio -of 
' 

the prica~e of a s·tet1c g~:oup of IJ.rugo had _Xi.sen by 41.9. 

;o1-nt:e. by i.-910.71 w1th 1961-62 as base.11 .A TQriff c:ommf.~ 
&ion study v~ae also conducted duri.ng .196~6 to deteJ:tnine 

the pr.ites of 18 basic drugs and thel.r 69 fomul;atlons which 

led te the announcement of Pwgs (Prices: Control) Order in 

1970,· later.12 Stl'angely, the highest annual S.ner~eae -of 

12 points o<.Icu~:red in 191Q.o;.71 wi. th the deelarat1~on of i.lPCGt,.l3 

the daug prices we;~ regulBted und&r DPCO .1910 -unt.il it was 

replaced by a new ol:der in Mctch 1919• v..td.ch waa a result 

of the new d:ru9 policy in 1978. 

10 •. see., Ibs, f!Yg§,...iDSi; -"aet!AP AJS. ·eas .•. i.Y!U.• Government 
·of India ueper·tment of He.al iii<, New uolhi, 1979,. 

11. P.s. Agaft;a1, P.K. Remachand·r1n and B.,v. Ranga Rao, 
u Anomslle$ tn Drug Prlce and Qua11 ty cont:r:ol u, ,m, 
Vol.7., NO$t 46 and 4'1, 1972, _PP• 2285-92, •. 

12, ·see~ v.L. Mote and w.N. Pathak, ''Oruq Price Cont~olt 
An Evaluation••, leW.• VOlt 1, JUly 1.5; 1912, pp.1469•19,. 

13• P ,.s. A(l&:ti\'~1 Ji! .11• t iW·• 
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. ... . fhf} questions concerning ,Jolnt•ventur~C:t technologtc~l . 

. col.laborauons ana fc.:telgn pe~tic£pa'Uon in· the ,phatmacqu• 

tics! tna·uet:y YJ&t'e .more Ol' less gov~rned by ·the gener.at 

gu14e1.ines se·t .by the aesowe Bank of India ,and .later on 

by the Forelgrt Exchange Regulation$ Act, &t~. 1 · till recent

ly. 

tiew owa lJ!l # ~· · . ··-;r-•---~ ~ ~ 

-
ThQ Hatbt Co!'11Mitte~ Which delved into vartous questions 

· ;cc·ne.-ming the drugs and ph~trnaceut1ett1 1-naustt.Y submit~ 

its v~lumtnou$ ~te,pc:r.t to tn~ go'V'ornment tn Apr11. 197$. lt 

took almost thl'ee years for thf# gcv~.:mment. tc, c~1e· out With 

a clt$t' s-nd coherent po1i.cv on drugs,. ·mich .. apparently 

tncorpca::a:ted the Hathi Comm;i tttte J:eeomendatione into 1 t., 

This policy wes .ennounced in March 1978 .• 14 

The bread objectives li!1d down in the n.ew drug policy 

a:r:e .(ls follows& 

1.) 
11) 

111) 

tv) 

v) 
Vl) 

vii) 

to de'ielop aelf•toltenoe in dJ:Ug teehno.logy, 
to .pr·ovido a l.esde&-ehlp role to tbo pub11c eectot• 
to aim et quick eel f•suff1,e1eney ln the output ot 
dWt;J$ with a v.t.e1.R~ .to redu.ee the q,uantum of lmpo:tot. 
t-o foster .and encoUJ."tlge ,the gxowth of the lndian 
pli.vate sectort 
to ensu~:e that drugs .are ava.ilable in cbunaance• 
to promote reoearch and. development by pJtoviaing . 
apec!al lncentlves to those firms ~Vh1¢h .are engaged 
in itl end 
t.o provide other paratru~ter.s to cont:rol, lt''egta14lt~ 
,a:na rejuvenate this industry ss e whol~, \+d. th. par
ticular tefer.once to tonta.intng and chcanne11z.1ng 

... ilffi&Killli F t£ _IU' l:tcli". ·q- _l J I -·iii IIi i --,- - "i _!([ ' L ltitd!Jt. - 1 r _ tn>vtt t _~·tniu 

14. The present stu.qy does not take into account .thfJ ., 
.~ p~li.Uca.J; change an~ i.t.$ i,mpa~t. on the .economy due to 

the chen·ge in the govenwent J.n 1977. Howeves-• "t can 
be seen from section 2.1 whethe~ it \-VAS the Xnd1J?n . 
Congr•ss or the Janata., tna essence cf economie pbilo
eopby VJa& mainly _qer1ve~ fl'Om the second lPR~ 



the activity of the fore1gn compard.e.a !n
1 
.. accord 

\"11th natl:oru\1 objeet!,\fes and pJ:·l·ort ties.·:) 

The obje-c'U..VGG i1etea above \VE'JI'e qui'te compt&henss.ve 

and well•Giefinea, sln.e• they t1er.e fl'~meti 4l·ong the· 1lnet'i 
. 

lluggestea l)y the Hath& Committee. The ft:rfl)t object!v.~ 11 

~!early intel"1inked \'11th the re·st end to asst'N3$ to ·whet 

t)Xtent the objective of self•t~lisnee is &cblev@d a closet

examlnaU.on of at !:east 1 tema (it) .:f (vi) end (vii) is 

eallea fol". 

... ~:. 

· the fo.r•1on tnu.t.·Unatlona1 nmpanics in the phamsceu-
-~ 

tical 1ruiuetry were to b~. more or lees ·~id-ed by the FSRA 

and.other regulations, siraee every $pecific poltcv in 

regard to. this eectol' cannot be 1G1d dc~~.n vJbich would bG 

very d1ff.erent from the genez:al lnaustri.al policy. The 

dtUtl 111nd pha.maeGut:tcal industry is l!:sted in Appe,naix 1 

cf the l:n.dustri.e.l Licensing Policy of 1'973, \vhere a pr&fe-
. . 

rentiQl treatme-nt is ;1 ven tor the iallcca·ticn of raw mote-

riels. The H~th1 Committee, however, felt that for the 

purpose ·of admini.sterlng section 29 ot F£RA gu1ael!nee 

the foreign c.ompanios should .be directed to bring aotm 

their equity to 40 pet cent ana turttu!~r reduce it pro

g.tet~sitrely to 26 per cent. This, however, 114 v4. thout d~· 

prJ. ving them of other eoncer.Jsi,ons to vlhi~eh they are eli.g1ble 

$8 a l'eaul t of being ,grouped in A.ppendix I ot :u .. P.16 

para 21. 
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Th$ suggested :r&tiu<:Uon in equ:t ty paztielpat1on doe$ 

not appear to be an effective 1nstturntnt for controlling 

fo.re!gn capt t-&1 .• ' The RBI practice of t~ld.ng ·O 40 per ·Cent 

share 1n the ~qui ty ·of G f~m a:G. a thre·shoJ.d of eonttol .l,.s 

arblt%'ar:y enough~ lt be-comes tntolet:ably t1gid ·when .o. 

fim has large nor:-eontl'd.tling interests in complem.enta:rv 

unt t& in a.n industry• er ~'Gn a contro!llng 1ntt1re.st. in 

one part of ·.industry l.s eoupled t~ltn :eonsol tancy lnterest 

e1sewhere.11 SffecUve fo:teign eontrol ·Could be exerted 

·. also vlben ·the hclcte·r of a mcjod ty interest is an .ltu:tutrtrial 

.. giant. vt;.rz:y much larger then -.s. ta .majority partner, tUl ha$ 

happened time end ags.ill ln lnd1Eh18 E-ven the Hathl Comm1tt$o*s 

suggesUon of progressive redutti~n ot &quitV" to 26 por cent 

may also be ineffectiVri ·stne~ it is point.ed out that moat 

·Of ti1e mat.t&rs that. affec·t. the affairs of a company roquAre 
thl'ee•fourthe m&.jorl:ty vottU becau.Ge of this several foreign 

. investOl'$ ilave-. foun<.t it unnecessary to take more tban 26 per 

c.ent of the ah:tui·e in the eqt.d.ty; as this gives them an 

f .. - •. . ....... 19 ef ect1ve ve~. 

The Hatil1 Cotnmi ttea eppears to nave eo.nsidcrod this 

point \men it .suqgQsted that $qu1ty should ·not be shal"(ld 

in o d1ape:tsect fotn~ by Indi&n naUortals; ·but should be 

purchased by the publtc sector unuertatd.ng; t.'ihich aro eon-
:~r.-21·· "#t4ue!M••· 1 sr··p·_·_i®Ji!l 

17. Michael Kidron, .forftiSJU.lGXIGk\IQt&,iQ _ &Ds&-it Ottfora, 
London, 1965, p .las,~. · · 

18 •. lll&Jt• 

19. lb!S.• t P• 297 • 
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nected directly or .1n<tir:ectly wl·th the manuf$etul'e of drugs,, 

chemicals ol' by public financial institutions or by the 
. . .. t :'1 ~ 20 government J. &e-4.-'• 

The govemm~nt, however., d!.d .not go this far with the 

Hatll:i. Committee, When S.t incorporated the CommS.ttee•s re-. 

c:ommends.Uons. lt dir~u;tett such foreign compan1e• which 
' . . 

are engaged purely i:n fo.unulaUon .act!'V:l·ty ·to bring dO'Wtl 

theil' direct f'O.t'&ign S(;U!.ty to 40 pel' cent; \hC$0 e.ngsg.ed 

· in the -niEU'IUfac.ture Of bUlk drugS , t~m baSiC .Gt#lgE) Wbith . . 

!.nvolve high technology and cf foxmulaUcns made 'out of 

such ·drug:$ $1'e not r-equired. to .b:ting oown their: equity' at 

a11·.21 Such companies we~e provi•ded w1 th an lncenUv$' of 

a post•tax profit ·O.f 14 pe~ cent on •net wortJ\1 ,
22·•23 A 

14 per c~nt post•taa profit on net worth would mean about 

3~ pe.r cent post-tax p:-of.i t.$ on paid-up cap1 t.al. Hence, 

thG forei.gn companies v;ould gain much out of this. incentive, 

their ratio of paS.d•up capital ·to r:eserves bft~ng generally 

of the ·order of 2aa.24 · 

Since a number of &uggostions came t~om many quarterc 

· and pa#tieularly since the liathl Commit.teer recommended that 

multinationals should not .be allowed to menufecture in 

20. Ua:Yll Sa&:utt ... lliRUi• Ch. v. ptu:as 22•23. 
21~ r:w..e. Qra• S!· • paras 15 ana 16.~. 
22, ~a., pare 44. 
2-3. • Net worth • means the • t.;ha.re cap! tel • ( equl ty) of a 

company plus ·•tree :retserves• •· l.f any, ~nd a f:tee resewe 
.io cr~ated by approptiation of p~ofi tiS. for deto!ll<td do• 
f.initions .in the context of the drug and phamaceutiea1 
industry 1n India, See J2DMU!,jJ:;1~ .. £f)rJ:t!:Ql). Qrggr,&2Z2.• 
Government of In<Ua, New Delhi* 19 9. 

24 .•. see, .&;so,;uw1s, .• ,Iimu .• 26 August 1917, New Delhi. 

~. "''; 
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abundenco th·e le&$ useful nutrients and 1\cusehold tonics,. 

the government took a d~elsi·en in thi.$ taga .. rd. lt announced 

.··in 1 ts .new· policy that e.ny further ·e.)(pansion .tn. ·cap.ac!:ty fot 

the manufactul'e of houiJ.fhold rGmedies t.td.ll not .be allowed . . . - . ~ 

and tor: thl.s purpose redefined the term. •ttwgs and pl'ulttma. 

·e~utic•1su 1isteci unaex- item ·14 of Appendix I of lLP,.25 

. The nev; def,1n! tlon ~neludes only thos~ 4J:Ug int•med:i.ate.e 
! • • ., 

r• from the basic stage fer tb<t rn.anufa~ture o_f_ high technolog;y 

bulk drugs· end fo~ul.stione based on them,26.: ·.coneecruently 

it has the .eff~et of making fOHign .companies which ·at'e 

: .. subject to .U .. P to eonfine their· pJ-oduet1on to the bulk 

c.t:rugs only •. H~nee,: Qft ambi·gut·ty arises at this stage, 

. :sine~ the Ft:RA reguletione appear not to be applicable to 

thOSfj> who ar:e engaged in manufacturing the H drugs and pha:

maceutieel$h in the $OOSe cf the new defint·Uon. 

Here.in also lies tbe qu~stion of identifying whether 

a fi.m 1s·lnvclved in the manufacture of bulk dru.gs t'd.th 

ot w1 thout hi.gh technology, which is very dl,fficul t to de• 

term1ne. to teke a case in po:tntt the· Mift!$try of Petrol.ewn; 

Chemicals and Pe:rt111.zers suggGsted that elrnos.t all tho 

mul tin&Uon$1 aruo companies oxcept tv.:o should be treated ,. 
ac h1oh technology un1ts, a suggestion Whitb was rejected 

by the Reserve Bank o·f lndia and the fSRA Commtttett on tho ... 
25. J.bis:J•, para 13, 
26. The new ctefini Uon ts as follows 1 *'{a) urug 1nte:mea1a\ev 

f~:m basic •teg.e for. proaucUo. Jl. of .hlgh t.ochnolo.· gy bulk 
dtugsJ and . (b) high technology bulk drugs ftom batU.c 
stage end fotmulatione btu~ed thereon v4·th an overell 
z-etio of bulk drugs consumpti·on (from ·own _manufacture) 
to fotmulation from all sources of las. • • .i,W.9•, pa.ra 14. 
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g:l'oundG that thia would dCitfeat the basic purpose of om<.1nd• 

1no the <:~ef1ni t1cn of " d!!Ugs end ph~jmrnceut1ce.le••.27 It· 

shoul·a also be noted tbet co ft&l' only eight fotei.t~n compa

n1e~ out ~f the 43 foreign t<mt:pan1es listed by the gavt~rtn

ment which were identtt'ied as engeged orily in the pure 
'· 

fc%'lllu1aUon activity ana wer• .fit:-ected to ;:educe theit 
' '\.. ' 

non~:r:es1dent interest ·to 40 p<n.· cent.28 · 
,, f. 

The .lnaian privata s&ctor, ie eompa:t'at1vely smaller 

than' ·t.he fo;tG1gn multlne.t1cn.a1 s&etor,. The Hath1 Commttteo 

.t:ecommended that e more llbe:tal polity Ghoulr:i be edopted 

to $necursge the I,noi$n companies to make the!!:' cont1"1bu

t1on to the ptoduction of bulk. dr.ugt and f~mul«rttor,;s·• 29. 

lt even recommended that ,sucn· items as as-e manufactured 

by the lnd:!an companies neod not be a.mpo~d . .,30 The new 

d.tug poltey apparently considered theGe &$pacts and 

sn~ounceg that 'the s.m.a1l GealiQ sectcu;·· would be a prohl-

bi ted· a:~.a for foreion fims, 31 the Heth1 Commit toe hod 

recommended that the fo1·td.gn c01npantec ehoultt provldo !K> 

per cent ot their total bulk dl:'Ug production. to no.n•aGEftt-
f · E& ._. & rt. - . - . Jtsif$t_ t1 A~ •• *""''t!'!41illiil • _ J: · · ~ - at. jf r u :M T1 1111 I U Uc t r I - q IlL iMtE . --. t -~- - J. t [J: 

27 ~~, Thl:! Mints try had at-g'Ued that ell the bUlk drug$ could 
. be treated aG high technology 1 teme,. ~nd. hGnce all the 

un! te manufeeturtn.g eu.ch i terns n•ake tho 1 core cector•. 
Se-e·• 1JM Jlu&Attilh Indian Drug Manufactul"er& Associa• 
Uon, Bombay. Vol. XI.; No•e, Fobrua.ry 29t 1990!• pp .• ee-89,. 

28. Answer to UtUl'\tas>red Question No.181Tt S.,q!s •• .§Ubt Df1aatg.g1. 
December· 19'78. · · 

29 .• ildl• Ch1tv• par.a 13(h). 
30. slAW• ,. Cb,.v, para !3(q) • 
31. tmf., para 23 •. 



cittted 1tHi1an formulatots .• 32 But the govetnme.nt• s decision . 

· p:emittlng 1t to be given to any ncn•ae$oei~ted tormuletor,33 

woula i..nvariably ~esult tn ono :fo.rGign ·Company g1·v1ng th:fY 

material to another fore1gn company, nullifying the intended 

eff&ct of .the pr-ovision • 

. The govermn.ent,. WhllG declaring 1 'h intention to 

f.avou.t the lnd!en pr! vate ,sector tn the drug tnaustxY f.n 

the matter ot cepac1ty regu1ar1st4Uon, in tact fotmula.ted 

a policy which only f'evou~a the mul tin$Uona.ls. Tho crl• 

terion of regular1sat1on :of p:r:oduction in e·ncess c.f licQneed 

capoci ty was thG follo\vinga ••trae highest preduttlon actually 

achtevod in any year du!'!ng the thi'•e year pedoa ending 

March 31, 19"17·rP4 waSc to be treat~ as .t-egular capacity. 

ln fact the Ha.thi Commi tteo felt. that an.y .:t'egular1saticn 

of ·E'uccess cep~ci·ties should not be al.low~a. particularly 

in the fo.raign compeni~&. But, the government's aocioi.on 

to eonsldet Up\o the )'OQ!t 1977 t \'VOUld GmOUnrt. tO legalise•, 

tton o·f the.unauthol:'l&ed capaeiti.es of most of the rn~lt1• 

na.tionalG $1nce the bullt ,cf the 1.llt!ge1 capacity bull t up 

prior to .1971 belonged to the inult1nat1onalo. 

2 .• 3 .a EYbl,iC ..§§S·iU' 

The ease for a strong public eeeto:r gained momantum 

since the aeceo.na lPJl, a& 1 t wa& believed thrrt atato ovme,J."~-

32. l:i£i; cn.v, pera 22, 
33. Jim!• pal'as 27 .2· ana 2s. 
34.. lW•, pe~e 27 .a 



ship in the iruiuctry '"ould off•set ths undue profit$ to 

the private companletJ,.·. parti.cules-ly ·to the mul UtuitU·oneis~.·· 

the Hath1 Committee''$ rei.-;cmmenciaUO"ns. had ·l'eaf.f1med th1s 

fei th in the contf!Xt of the drug end pha:maeGutical indUstry 

end suggested that th·t? public sector be given a leade.azehip 

.tole.·· 

·the ne\1 pc1'icy, in ordGr to e·eht,Gve the eountey'* $ .. 

object! v~ of sel f•reliance ana se1 f•snfflct.oncy in the 
' ' 

'p~o<.bi.iction of drugs and •pharmaeeuucal.st 'Q$:$lgned a big ' 

tole ·to the publi<: secto!'•35 The publl·c :s:eetol' \-sae al~o 
gl von a major tel e for the proctuotion of ·cap1 tal and · 

tectu'\ology-ln.tens1ve bulk dttUg.s \~ich w~xe neGded 1ft high 

quantities and where lel'ge :tJcale prcducUon was economical • 

. The nev" po.U.cy also l:ai(lt the responsibility fo.r the dis-

tribution :Of life•saVing di:U<JS With the publi.C &ector . end 
· euggestea that all the :public ··sector u.nt.ts should havt 

greater coordination Qmong tlle.ne·olves to m"et the demands 

of the public health services. 36 

The Hath! Committee had. iusntifled 117 essential drugs 

and ro$ervea 34 drugs ·(ucclus.J.vely for productt·on by the 

publi·c sector. The new policy, hovJever,, reserved 25 dt"Ugs 

for the public sector ano 23 for the lndillln private sector 

. and about 66 we:-e open for: ell tbe. sectors.37 .Mo!\t of thG 

ent1bl·ot1cs end 11fe Ga·\fing drugs eppeer to haVE! been 
~. ' . 

allot tea to the public sector with the expect-aU on that 1 t 
J- • ~ 

should bring about some po:si t1 ve actd.evernents • 
... . -- VP 4 __ JMIL _ . i!l: a•.-?t "'I'll .. :lli:IUil:li-, ·u; . ·.r·· W ' ·r. ,.._ 1 . f1 Pi -· '_ · zt- ;Uk 

3S. A,b!£1• :t para 1?• 
3.6. lbi-A. 
37 • ~· t: Annexure 1. 
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The public sector'$ target, tn the n~v pol.icy·, to pro

duce bu.lk drugs worth ~.300 ereroa per year by 1983•94 

· eppeo~s to be· an ambi Uou$ task• when compared \tJi th the· 

pr,f1sent.J3uUt ·drug proaue.tion of around th~SO ct"Ores · bf. the 

publit.see'tcr~38 and demands gigantic.end well organiled 

efforts to achieve the target. The Hath! COt"itmi ttee h-ad 

suggellt$d ituat the p\lbl.lc . sector should· also· take up the 

pz:odue:tion. Of. some ·$pee1:fit. synthetiC drUg$ \\1ld.·Ch were - . 

bG1ng 1mp~tt&d and whO$& ·p,fcduction ~vaa ssseritt.al. The· 

new policy, however, ee.u;' not to have eon&id~~·ed this 

ee~iously,. 
' . . 

the new J)Olicy while attSmptlng to put the publi'¢ 

sector in a J.ead&rsbip .role in the bulk ar:ug production, 

bad no prov1e1on to .eru~tnre that the pubUc $ector does not 

become e setv1t1ng sectot for the priva·te industry. The 

· fo%'mulaUo~ in.dustry of the private .sector,. dominated by 

tho mol Unatlonels tv,b1ch aer1ve their main source of profl ts 

through foxm.uiaUon acti.v1 ty depends on the bUlk. aruo$ p::ro• 

auced by the stst~ owned co~ponies. Henc~, it.would have 

been a bette~ p.:opos1t:ion for the public sector to start 

1 ts OW!l fomulation activt ty ~netead of .. selling the aruga 

in bulk fom to the _private· formullrtora. 

. . 

sa. For.e detailed analysts, see Chapter III below. 
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This area cal.J.s for a closer ~oc~dinatl·cn between 

the national &clence policy and the secto::a~ technology 

poliey with a vi.ew to pl'omoting 1n-P1ant .R .and o in tho. 

induatti.al. uni is. A national bo.dV ~ike the, NaUona1 

committee .on Science ana Technology (,NeST) should govern 

the over:a11 . ptog~amme of 1ru.Ugen.ou$ reeoat"ch etfoJ'ts ln 
' . ' 

various eect.ore wJ:tb a· clone collabotatlon •Of netio~al 

1Gboratori.es. The Hatht. c~ ttee* s recomm&naetl·ona are 

adopted :ln th~ new policy in this xegara, Which ennounc.ed 

that with the tnvo.1Vem41!nt of the National Chemical L.abo

tatolt'Y:• the Central Drug Resee"h Insti tu.te and the Regl onal 

Resea~ch Labor-atorie$.1 the devel.epment of indigenous techno• 

logy would be taken up.39 
; 

ln o:t'der to r~duce depflndence on impost of t~chno.togy 

in g(lnera1 and in th~pharmaeevt1cal industry in par:tlcular, 

the new policy lata down ·that the publ1c sectol' units and 

the national- laborsto1'1es \VOUld bo ~quipp-ed v4 th pilot 

plants so tbet they have a atrong design and engineering 

component in their R ona o sts:uctu.ro., 40 

Since the foa·eign companies show li ttl~ interost in 

trop1c.a1 dX'Ug•resoarch, the now policy accorded highest 

p.rior1ty to centrally dlJ:ected reeeall'ch aimed at discovery 

of new dtug$ fol.' treatment of tropical dlsoeses:, V!i:2• 1 • 

39 •. .tiili.t paJ:a 86. 

40• il\i.d• t .Ps~a 86. 
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.. ant1-malar1als1 .enthelrrJ.nUce and so on .• 41 tba pubi.t.c 

seetor- is supposed to set an eatetnPl·e, ln thl$ respt:ct by 

!nveeUng 5. p~l' cent of l t; net wrnoVe'l' on R anrJ D 

activity. 

lti th re~ard to foreign "rug companies,. the govommtmt 

aee.ided that the !'1gbt to dete!'lnine the import of techno• 

logy for new bulk dl'Uga by· :such companies should be vested · 

in tho hanct~ of·. the govemrnent and. direc:t$4 the fo.:-sign 
.. . . ., 

companies evtm to und*rtake trans.fex- of techn.ol.ogy to ~ 

the public. sector un1 ts 'l.there neuon<Sl int&rtl$\:s ju~rtify. 42 

this, however,. may not cut mttch ice es the par;.rt !'eco.,d 

suggests. Wh•n Hinctustan Antlbiot.i·CI L1m1 ted ~ntet"~d 1nto 
' 

an a9reement ·with Merck of u.s. for the manufacture of 

etx-eptomycln, 1 t v1as fou!ld that Met'ek was getting higher 

'Ut:te yield.' than the HAL ('titre refers to the quantity 

of solution required to convert a compound ,into .ancther

t'orm) •. Late~:. tho ua company was found. using a at:r:a1n 

very diffeNnt from that $Upp11ed tc the HAL and the reason 

given was that Me~ck boa obtained that stt-:1in ftcm Glaxo 

and the HAl was not · enti tl~ to 1 ts use. 43 .aut the .f,act 1& 

t.hat it . was hie:rck' o .responei.blll tv, accordin.g to tho toms 

of the agi:esment ·to see tnat the entire yield in HAL \<'~tl$ es 

that of the o:r:igin£~1 manufacturer. A pertinent que.r;Uon. 

41 • .Illi!l•, para 81. 
·42. D.l!J.,, para~ 40; t. he statements in pares. 86~_81 and 40 of 

~new~o11tY al'e based on the zecommendauons contained 
in th ..... e ... · t Ch. Y, para 13( t) .and Chaptez- V.t:t parns 22, 36, 

. 3? and 3 • . 
43 •. see tor some m()l'e details. c.v .. Gopalak.ritd'U'ten;J 'Whet ROl<i! 

Multinationals?'• :rbtuli!DdJb 23 July 19'17, Madrat11. 
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can .also be :ra1$edJ if Mtu:cl' i teelf was on th~ look out.· fof.' 

· anottto;r souree .. for imprc,ed st&"aina • the:n how could it 

· undettak~ to ptovide lmp.roved technology fot the HAL? Hence 

1 t appeal'& that the mul UnaUonals ·a~ eepQble of even 

defying the t·erms of aglteem.ent ena resorting to· mislo.eatng 

and d,ubious.· pratftice.i .• · 

Another policy dt;:eets.ve suggests: that the ;fcre19n . 

companies ~Jhose turnover in d~ugs ts in ea.Cess 'of Rs.S 
( 

cro.re$ per annum should heve it and u f.acilfti cs w1 thin 
. . 

the to\lntrv on which eaplt&J..1nv0&tltlent should .be at le~st 
' 

.20 _per cent of their net block and \i;'1at they should aadl• 

tion~lly spet~d at least 4 per ~ent of their sale.s tumover . 

,a.e recu:rring expend! t~re on R tmd · u tac1l.!ties. 44 

Tho pri(:ing policy of druqs a a expla1noct !n section 2.2 

took the fo:nn of var!ous contJ:Ol orders since the 1960s, · 

but those could not arrest the price r1.te eff.ective1y,. The 

Hethi Committee which went i-nto the question of pricing of 

azuge 1n detail, ht.td recommended that the mark- up45 for the 

~ssontial d.rugs should be t:ut dtllstieal.l'Vt whlle znore 

11bera1 n"Jatk up :r;hould b$ allOV'Ied for d.rugs which eJ:e not 

essential. 'the Hath£ Comm! ttee had ttl so suggested the iden

ti fic.atlon of a • l·eadel' producti end the fixe.ticn of a 
._..._liitiJZJ -, .•. :!tl!! I:t• .. -•· - ... r _Jaj,tJ -.. --~~~:•un ___ t r&-¥!2'1~ 

44. A close examination of n and D expendi.tu.ree by vatleu.e 
mu'l t.tnat1ona1s shows that S()tne ot the laJ:ge companies. 
too, do not. spend much on R .and o. See Chapter IV below. 

4~h *Mark up' includes distribution cost. out\vat'd freight, 
p.romotional expensoso manufecturer' & margin ano the · 
trade commiss1orh s~o DP.CO .li7i• gn. s&t,, para 11. 
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•leader price• to iuch p·roductG~ ln dlfferent ·srcupa. 46· 

The nevJ politY which claims to neve beseu itself on 

an exhautU\.re examination of theoe recor.nnonaauons, 

:anno·unced that all the bull(. drugs t"Jhicb at~ used tn the 

proctu.ction· of p:d.ce-eontrolled formulat1ono would be· 
,, 

. subject tO pr1CtJ control• . the important arug fotmula.U·O·tl$ 

currently marketed ·are grouped t.nto .four cateoories~ lbe 

p2:1ci.ng of fc~lattons. in (:ategc;:iee I sand .11 are vJOrlced 

·OUt. on. the ba$i:S Of prodttet @l'OUP& Gf equivalent therape1,1N 

Uc: value and m.akea ·uee of tb.e 1oadel" p:toduct t!lnd l·eeder 

. pr1·Ce. Concepts. In category 111 tomulations, though ooparat.e 
. ' 

pricing fot ~ach product £a. adopt~d., applitt·a·tion of the 
,, . . ~ 

' . 
leader price technique 1s not totally ruled out. , The mark_ ups 

have been 40 pel' cent, 5S pe~ cent end. 100 per cent .rospec- . 

tiv.ely for categor.tee 1, 11 end Ill. ·Catego"y IV formulations 

are not $ubject to price control .and bence there is no 

contl'Ol over this mark up., 

There is no convincing rationale behtnd the cetegori• 

sat!on of. tonnulations, since .both 11fe-sev1ng and non

essontiel drugs are there in all the fit-st three ca.tegories. 

The manu.factur•rs mo auffer aue to a telati.V.Qly 10Wt31' 

mark up .ln cetogoriet 1 and 11 are emply eompensated by 

marketing products in category 1.11. Another !mpo.r·tant 
tails --• _ 1 · ___ tt •• r _JiM" 1 ·•au .-hiillif' · · -·ttutu 

46. Tho criterion of ioen·Ufying e 'leader prOduct·• ts on 
the basi$ of 60 pet cent of the s&leG; of a product tn 
.a theJ.>apeuti(; group. accounted bet~1e:en different manu• 
factuf:.ers~ Mruc1mUifi prices may be prescr$.bod on that 
basis ana ·uni to may f'x prlces anywhe::o W1 thin that 
cell.tnth See, Bl,~h4 Cpmmi.t~ .!iiP!lttt Ch. VIII • paras 
36 ano 31. · · · · 



polnt to be no.ted her~ is. that almost all the i terns included 
' . . ' . _. . 

in the first. tv110 categories are VJ.ell known and: ve.ry little 

p~cnnotlemal expenditu-re is r~qul.rt'iXt for the!.%' sale. Category 

· lV fomulatlons a:r:e fncempted f.rom p.rlce control but ··the 

pz1ce. worked out .by the manufactuJ:er .has tc bG stated on 

tt\.e .l~~el,. ·An avera9e ccnGutnel" may not kWt.OW whlch fomu• 

~41Uons a!te ~on trolled .ana which a!t'e not •. lience1 . the c~nsumer · 
' ' 

dqes. not hav& any choice except pay.ing. the price stated on . . - -.. , . . . - ~ 

the 1ab~1 since .it. is more then litcely ·that he would proceed 
. ' . . . . .. 

on the JSswnpUon that. it i$ a controlled prlc·e M\1ch appears 
'· . ·, '. 

on. the label.. The gove.rnment,.. pexhaptS, has the intention 
.. ; 

of subjee·U.ng the tomu1etions to. eompet1 t1v; :force; of 

the marke.t bV #etnCV~ng tho pr.ic:e control$.. HOttleVar,, this 

.argument doee ll'Ot bold good· sS:n·ee .almost ell thG fotmuJ.at.t:ona· 

are ~old under bt~nd ~ames '~hti hence only the product com~U-. ~ . . ' . ' 

tion .exists,, .edgi~g cnat.·p:tice ·c~pe.tit1on.·r- tfl~$ . .-.imp11eit1y 

amounts to a :caJ:toJ. type cpel~atic:m. 
•. ' , ' 

While the genez-al P.J."it!ng po.lic:y !n the pberma·ceutical 

industry decides the level o£ mul UruaUor.al domination 
'. . ·~ ' 

through moz-ket selea a sp.ec1f1c polley 1s !'(MJu!roc:t for the 

public St?ttor since it is ~ decisive facto~ in holding the. 

price line i.n the . market. Un1esa the public soc tor is in a 

posttion to off.er: ccmpeUt.ivc prl.cea, it is vexy d1ff1cult 

to re-duce the domination of multin;;ttionals• particularly 

:ln an 1ndustq like th& phe.=naceutica1$t. 



the Hathi Committe~ bad ret,omm$nded that the pub11c 

sector should make dtuge ave.il.able to tile 1a%'ge masses at 

.ehcspezo prices. Some etudies had ·suggested that the prici.ng 

;policy of the public e~ctor has a ttatlona1la1ng and stabili• . 
zing effect on pt1ces lin the di'Ug and pham4lceut1cal . 

1ndustry.47 How~e~, the evidence provided 1n Tsbl$ 2.1 

suggests quite a aiffet-~nt picture.. A group. of seven 

import•nt proau.cts hav& been e.eleeted on th~ basis of 

p.r-tee discrepancies betw~f.!;n the publlc .sectot end the 
' 

. prtvate (including foreign) sof;tot- conrpeni·e$• lt is· 

fouru.t that the pr1eee of two .antibiotics, v12•t benzyl 
pe~icillin and fcrtifi·ed pro~aine benz:yl peniclllln prOO!Il 

uuced by both HAL and lDPL • we~e higher than those charged 

by Glago by 54 per cent ana so po:- cent respecti.vely. . 

Chloramphenicol, another impol;'t$nt oJU;g PJ:Oduecd by lDPL; .. 
is p.rtcea 32 per ¢,:ent highea- than the same Ciirug produced 

·by May and Baker. l.DPL*s pri.c~ Of' phtho1y1 .sulp.tuathl-aaole 

is exorbitantly high end 1G 83 per cent mo~<e tban Dey's 

Chemical . .&'' , an lndian firm. Hence 1 t appears that the 

public &ector pn.·eS.ng policy, 1neteea of b.aving e "*'at1one-

1iz1ng ef.f:ect. 46 rathez: helpod the Ni.NCo to eonttnue their 

domination. 

47. P.s. Agan1al ,t1 . .11~, ga~, &U• 
48. Agaxwal and othets have baaed th·eir analysts on tho 

retail price dlffetontialG of 19 <lxugs. and found that 
mul UnaUon&l s:elling ·pri.ee~> were 100 to 300 per cent· 
higher than the :publie sector• s. Moweve;r:1, thi,s $houl .. d 
not lead to any qGnora11:zation, .as ouggeeted above,. · 



$1. Name of the 
f N·O• p:cor;J'uct 

Name of .the Pack 
Mfg. unit Si.ze 

. ---) ~,, . 

.1. Ben·zyl P~nic1ll.1n lnJ• l.DPL 
P-enie1111n G. Sodium Alernblt 

Gla.xc HAL. 
lDPL 
Alembic 
Glaxo 
HAL 

· 2. Fortified ·Proctti'ne · l.UPL 
Sen:yl Pen1e.i.ll1n inj. ·Alembic 

Pflze~ · 
HAL 

a. .Stl'eptomycin 
SUlphat& inj. J. gm 

4;; Chloramphenicol 
cape. 250 mo. 

.. lOPL 
A.t~btc 
Pfi~er 

- 'HAL 

lOPL 
· .Sal'abha1: 
Pft1er 

·HAL 
lDPL 
Alembic 
May and 
Bate or 

.. 5 1ac'' 'Vial 
•dO• 
·-do
•dO• 

10 lac• vial 
-do.
•do-· 
..-.dO• 

4 .lac' v1e1 
·•40• ' 
-cto• . 
-do-

. 20 lee •. vial. 
·-dO•. 
-do
•de>-

1 vi.al 
•dO•. 
•dO•· 

' •do-.. 
100 Bottle 
109' -ao-
100 •do-

Smith · 100 a trip 
Stanistroe't 

!.1.. Tbxomyein tablets I OPt. lOe otrip 
Erythromycin Eatolate Thenls -oe)oolr 

Anglo· •do• 
f.rcnch 

6.. lNH tablets 100 mg. IUP.L 
Pfl2e~ 
S$rabbei 

1. Phthal yl Sulphtlthl.aaole l DP.L 
tablets a tm• May and 

Baker 
Dey's 

lOOO*a tin 
·•do
-ao-

1000's tin 
•oo-

f"t. 

. ··-- ·•· 

1.oa 
0.87 
o •. ?o 
1 08 ,. 
1.55 
1-.42 
)..42 
l .• ss 
o.ss 
0.77 
o.11 
·0.93 
3~38 
2.,46 
2.66 
2~75 
1,.22 
1.10 
1.13 
1.23 

40.88 
32.10 
30.15 

37.6? 

33 •. 05 
30.41 
2~.99 

133.,78 
·96,20· 

12 .• 99 

Source; Compiled fx-om an$\t~Or to USQ J~~~o.1198t by surendra 
Bikratn, trolt,;§aibi fJ.Qbii£St August 1919. . 
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Public sector dwg; ar:• ma1n1y alstrtbuted ·thtough 

gove.zonment conc:ems and Stet~ .agencies ana organ1setlcn-' 

throughout the c·ountry. MeGt of tho drugs l:ll'e :not baeked 

by promotional techniques fot: obvious teason&:w Hence, 

it 1e ·d1ff1eult fo.r them to compete with the bs-anded . . 
prod'l)cts .except. thJ:ough tompet1ti.ve prices. ,lt also 

becomes 1mpe~:ative for \h.o ·PUblic Gector to have s more 

realistic p:d.elng pQliey in ·the 119tit of ·the declared 

ob~ecUve$ of provtdin9 omge in p.~enty a.t eh~~pe~ pxieesa. 

and loo&eniftg the multi.naUcnals• ttnnql~old on the price 

. system. 

The genene ·versus bi:'l!lft\i namos eonttoverey bas been .a 

long drawn out one in the phatmaeeutlcal 1n<tustry eve.r: 

s1nee a case for generic nameG cf drug p.S'Oduc.te ,cro.oe. 

The government had partially implemented tho Hath1 Committee 

suggestions, by abolishing the brand names of five drugs, 

V1%., Analgin; Aspirln., Chlorpromazine, Fetrous sulphatQ,, 

Piperazine ana its salt$ $ueh a& ·ad1pete• cl·tr~to and phos ... 

phate. . The detraeto%'& cf g&nezotc name• heve alwsye advanced 

the aS"gument tbat Pakistan .haa resile.d tl'Om its earli·er 

oeei.sion to .abolish brand nemes on an ostensible plea tha·t 

this resul tee in a glut of spu.ri.ous drugs in the marltet. 

However, there are so many examples ·Of successful operation. 

of marketing generic drugo1 even 1.n advanced countriGG ·.such 

es the USA and Cenada, that thts argumen.t haG J:i ttJ.e vali

dity,. 



A numbez- of policy measures nave been. suggested by 

··various .supit'a-national organ12ations such as OECD, umoo, 
UNCTAO ana UN.tTAR, to reauee the degree of influence of 

mu1t1nat:tonals. One $Uch po11ey measure which is eonGi• 

ae.red to be slgni fiea.nt is centrali-zed buying on ·a national 

seal e. The e.e~e for centr:ellted buying49 becam~ popular 

with the expe.riment by the Stete Phamaceutic~l Cos:pcn:a

u.on (SPC) in Sr1 Lanka, ~~ich ie bel.ieved to have success• 

·fully reaueed tvtNC domination, 

A similat meesur:e is adopted in lndle by the Chem1cela 

and .Phtum$ceut1eal Co2:poret1on (CPC) of India Lind ted which 

is e subsidiary of the Stc:rte Trading Corp.or.ation. It ie 

pointed out that after ta.nal.isi.ng the dw;s through CPC• 

thet'e were Gubstant1al savin.gs, in the buying of indomethacin, 

trirn:ethopri.rn, gentemyc1n, <J!oxycycllne end rnetronlde:ole 1n 

1977,. 50 Table 2.2 shows the savings achieved .after the ,CPC 

had bought the drugs th.:rough world•wide tQndGrs. These 

drugs we~e furthet· tana1.1zed to the lnui·vidual manufacturers 

through the CPC itself. HO\\iGV&r, this had not resulted 1n 

any loweri.ng of the ret1!!til p:riees, This might b~ bect.use of 

high mark•ups by the CPC and due to the operations of otho:

m1ddle-men. 

49, See, Sanjaya Lall end senaka Sibile,, Qa• .&.1!•, .also 1n 
.~~o£!d .. ,VfY919J!S'11fUl1h July 1977 • · 

~o. See !i£• .s&.l=• 



SAVINGS DUE tO CANAUtATlON Of' .ORUGS !N INOlA,; 1978 

S.l • Name of . the 
·No .• Drug · 

1. Indomethacin 
2. 1l'1meth.oprim 
3. ~ntemyc!n ·. 
4. w.xycycl.1ne 

' . f . 

s.. Metronida;tole 

Ql,lants. ty . ClF Price C.lf' Price 
of imports - · before after · 
1977-?S eanalita• ·Canaltta-
( lonnes) tton · · ti. on 

(Rl./~g.) (Rli./Kg.) 

. . 1 
2 

·4320i-OO 364.•83 

o .• 1. 
1 

. 20 

2060 .oo . 561,34 
. .?OlSCJ.OO 3~3'79.00 .. 

2037.00 1600.t'!!Q 

q' 7- -.it( 

Amount ·· 
saved. · · 
( ils./Kg . .,) 

. . 

. 39SS .• l7 

1498.66 
34802,00 

428.12 
98.00 

Source;. Answer tc Unstatted Qu~stion No.l821, by Motibhei 
R. ChaUdhU%'ft Lgl}.,,S§!ft!b! D~lai1t£st NOV<Z-tnber 1979,. 

There ie no doubt that the -establishment of a nationalised 

WhOl(;!&Sl~. monopOly might resuJ.t in, SUbSten.tial S.&Ving$ but thJ.S: 

does not always nec~essaxily lead to lower retail prices. Hence 

a still mor·e comp2:'ehen$1Ve polity measure is called fo% 1n this 

regard. 

A ooherent drug policy was not in eXistence Ull th$ 

announcement of the new drug policy • The general guidelines 

1uere derived mainly from the 1nciustr1a1 Pol·1cy Resolution of 

1948 and the lndU$tl';'ial fol1cy .Resolution ~ot 1956.. During the 

Second Fivft Yea%' Plan period e g,r(!).ater emphasis was l.aid on 

the public sector 1n order to prevent the em,ex-gence of mono

polies and the con~entrat.lon of ,proauction ·in a fe:w· private· 

1.ndustr1ee. The pre•Hathi C·omml ttoe drug. pol£cy was mor~ ln 

the form of legal statutes, price controls l:'ather thon in the 
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shape of a speeiti·C policy appt"oach towards .achieving self• 

relience in production and technology. !be questions con• 

cem1ng the foreign parUclpaUon end transfer of ~e:~n~ 

logy were detexmine.d ·by the· gUidelines eet .by the ~8~ an_d 
the fERA in the drug irioustxy •. · oe.spite the impo.rtance given 

' '. . . . . . 

to the public sec.tcr and 'tari.ous controls aimed to cotitatn 

the dominance of mu1Unation$1St little was 'ac~ev~d· ·we 
~ .. . {' . 

Hatb1 Committee went into ai~fere~t l$p&cts .of th~ dru,~ 

induGtry and ceme ·out with valuable recOmmen.da.U.one in .its 

~eport in 1975. The Janeta govel."riment vlhlch came tc power 

l·n 1977 1 announced the new dzug policy .!n 1978, apparently 

.after the inclusion of s-ome .majot recO!bmendaUont~ of the 

Hathi Commi ttee•• 

The new d:t·ug policy was: definitely a positive oute.ome 

in the eense that 1 t contained spec.ifie .• long-te:r:m prescrip

tlcns for th·iS' phatmaceutical industry. lt laid down .some 

important guiding principles .• thoug'h ambigu.ou.s, to re4uce 

foreign dom1nat1on in the drug inciustry through .assigning 

a b.:l.g role to the publlc sector; p.x-ov!ding .lncontives for 

the Indian private sectox- end encouraging indigenous R and o 
activity. fi.OtrleVtn.·, e number rif loo,pholos exist l·n the new 

pol ley which mtty ultimately defeat 1 to objective.. The 

provi $ions reg.ardtng the manu£ ac ture of drugs· invol v1ng 

high technology, for: •xemplet would be thoroughly used by 

the big private capital (MRTP companies) and the fo:re.tgn 

capital for manipulatln~ the Rill ·guidelines and FSM zegu• 



'. . ' . . . 
up of .illegal cepacititfSt to tho ctetd.ment of tho declared 

objet;U v:es .• _ the pdclng ,_1tcv .ln the new dwg policy :S.tJ> 
. . 

most attb.i vary and g!.ve$ em:ple .corte fo:- tbe l'rtdtan ptiva·te 
.. : .. } ... • · -~ '-. ·.I'< ',l'Ai!W, 

-companies at _well as th:e- fC>t-el.gn l;Gmpan!.ef3 --~ "~tte enough 

edvanteqtt out o:f tt.. the apprca;cb of the puh114 #ector ~ 

-wa.Jrd$ . prlC$$ frtf dJ:UgS &8 in ,no .. way -~tt1er, Md 1n~lr-ecilr 
helps· the multina'tional.s_ 1~ mdntatn:ing thetr le~d ·s.n ·the 

- mttrket. Abo11 ti.on of bl'and ·nsme.a ot flY(} J.mpoJ"tGn:t dJtug:s 
-.."·'i'.1'-~'''··. . . • - -

~ ii ··one· pou tlv:e end. bold step of ··the p~resent polte·y,., HovJ--

·-we:r.,- tnte ·may not have ~ueh il'ftpa:ct olnt.e t-he b:rlind nam-ed . 

drug 'pr:«iutt;S .:nile the roost tn tbe enUI"e f.iW{I tna-J:kot 

ana ·tne ·share of the dl:uoa devoid of b.tond n•es le very 

1;:1.: · M-othec step which should hev-e hi\d a po:et.tivo o-ffect 

1$ the ~ylftg of drugs thnugh g:l.ob&1 shcpplng around; thle 

. wbe,:re lt ha$ Men iadopt.ed~· bas led to 1-owe,lt: J.mp-o" cost$' 

wl thout .any ~eduction of the x-~etei1 pd~ea1 howti~tt!J',, 





CHAPTER Ill 

ECONOMIC PERfORMANCE .AND tHE PROSPECTS OF SELF-REL.J:A.tiCfl 

A numbel' of studies since the early 1960s.1 have 

br:ougl\t out the cligcpolist1c structure of the phamaceu• 

ttcel industry.. The basic epptoath of these stu..dies • 

. generallY• is to examine the sttucture, t;Ohduct and per

formanc~ of the S.nausttY• The structure includes such , 

Charaetenstic$ aa aelle%" concentration, barriers "to the 

entry of new fims (such. as economtes ot seelce end product. 

d1ffe~entiat1on) 1 the comtti tiona of demand and buyer con• 

centt:ation. 'The mark&t st:ructure detem!ncs the conduct 

of fi.xms in the !.nd\UJtry, and that conduct in turn a.eter• . 

mines the quell ty o.f industry• s "pt;trformanee. 

PrObably the most often m-ont1oned Eilement of market 
• 

structu~e 1s industry concentration. S1nee .a market may 

contain many small sellers haVing only e small aggregate 

shtlre of the market and therefore little influence on 

pl!'i.cet. the number of sellers 1s not important in deter

mining the aegree ot coneentr,ationt .some oti'ler cri tori on 

like the sha~>e of the market held by a few top sellers 

should be used 1nsteed. · Some of these studies, emphasising 

oligopoliet1c structure have brought out that when there 

.are on1 y a tev-1 large seller$ of a product, oacb will be 

1. see. Michael. Cooper, W!•"".ttU·• .. w.o •. Reek1e (19.75); 
~· • ; G. t~eling smi~ TEet •. ),. ~en-.?f! .. ..iD!i! Ioorva-
t . .· . t 0 · · · t nd · t Cff1·Ce Of HQQ th 
Econcimics,. Lon~on, · 972t···. ana in he Indian c:ontex·t, oee,, 
Senjaya Lall., ga. J'iil•, . n.5) .• . 
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reluctant to pl"ovoke X'$tal!st.i·on by e.utUng pr!~eee. In th~ 

place of price c.ompeti tton, tlrtn$ thtui tt;sm primaril-Y to 

proCJuet competition at\d promotional competition:. 

Conctmt.ration ln an inaust:ry is itself ·detel'n'linett bY 

otbe.r eiementa of market 4tntctu:e. :Ch.let among these 

factel's in the arug ind~atry is o sertea -o.f ba:ri.~rs tO the 

entry of new fi.,rms, .such as the role of peftMts1 and R ond D 

baaoti · .tnnoveUonal · :tecbnlques• \*r.hich r$stA1 t ln th~ _monQpoly 
. . . . " ... . . . ' 

of market uy e PElZ"ticulat br,anaed drug. edging out the 

sma.ller flmth Hence the degll'E'~ of concentration by e ff!!f.V 

.large sellers becomes ob"troue in sueh .a s! tuati,on. Another 

important .structUral .featur$ .ln the drug industry ls tht'!J · 

unique natU.re ·of ecnsum-ex- d~and,. where the conaumot cannot 

m-ak& M.s -0\Vn ehot..ce· ·of the prodUct, ~but I.e decided by some• 

body else, ru:nnely• the physician.. All these elements of 

market structur• are capable of influ.encing f.t.tm bobaviour, 

enci hence indUSUY porf~rmancs, 6\$ WOuld b&Cotne <;leal'cr 1n 

the· subsequent anely$14 ,of the Indian pha::meceutlcal 

1nduetry. 

th~ total capital investment in the 1ndu$t%y i.ncreas-ed 

from rG.24 cJ:Ores tn 19~2 to Ri.200 erores in 1972 and to 

nearly ~.450 Cl'Ol'OS in 1979.SO. The ptoductio~ .l'ooe t.~ 

rt.35 crores to ns.250 Cl:'OJ'&G and to .around Rs.l150 c:r:ores in 



the respective ysa~c.2 ln 1971, 2442 .·un:lt!!i were engaged. 

in. the production of cun.ag& and it rose to 2935 un1 t$ by 

th• end of 1975 and to morG than around 3200 unt ts .ln 

19?9. As of May 1978, . thes-e were about 136 ol'genizea 

eector unite of wh1ch 4S were .· £or:eign,3 .. as compared . to 66 

f()reign unJ. ts out of .118 1ft 1975. ThQ reduction in tho 
' . . ' 

numboz- .of ·.foreign units may be e.xpl a1ned 1n t.aJ.'ma of some . ' . 

. of . the .. stringent :mea8ures. taken by the ;o\teft!mant .in , 

reauc:ino the fore! gn holding • There are .14 companJ.·ec hold

ing mote than 74 per eent foreign ~ul tY 1 11 companies \vi th 

above &1 .ana upto 73 p$t. cent and .13 units wit~ 40 to $1 pei' 

c:ent •. Besides these 36,, there al'e 1 ·moH companies !n the 

orgf!lni%e<i sec·tor • out of which there e~e branch eo of .foreign 
. . 

companies and the equi toy break up . tor the rest 1.$ not avail• 

able.. The break up of theae 4S companies eountryw!.se .ls 

given .in Tdble 3 .• .1,. 

TA!)L£ 3.1 

fOREIGN DRUG CCMPAt;.JlES IN INOlA 

(}i,amp gf She G2YDlQ 
1. USA 
2. United .Kingdom 
3. iwi tzerland 
4~ fRG . . . . 
a~ Others. 

Total 

Ito .•. pf ,Q.mm 
18 
13 

6 
4 
4 

4$ 

source: Economie lntelligenee service,. 
Qa• &U· 

2• Government of_ 'lnd!e, &lOYal ~JiQAt{i (Vattous), Ministry 
of P·etrolewn, Chemicals and ex-tii~erc, New Delhi,. 

3 ~ the term • foreign • ·1& ·usoa in the samQ .sen$e as d&fined 
1_n the fERA 1 end G$ fol.lowed by the qov.ernment ft;)r gtant.. 
J.ng licenses and other purposes-. Hence, 'foreign' he,re 
does not necessarily lnaieate the degree of torelgn con
trol either in teehnology or ln the crgan!sauon of a · 
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Though the ~eduction .1n the :number .of fotcign ccmpeni_o& 

took pl.ace as a reault of the gov:ernnient'G d.irectlves to 
aom~e fore1gn companies wn1th <:nere engaged in only .fomul~ 

Uon a~tlvitv •. the multlnatton&.t dcm1net!on still ccn.Unue.s 

to be. stgni.fican.t 1n the indust;.y, 

· The ,esse&$ment of prog:ress towards eel.f-rel.l.eneo tn .the. 

phamaeeuticalinctust~V 1& a di.ff1:eult task, since .it $.nvolves 

s numlH~r ~f· pJ:<oblems ranging f.r~ <t:Gte~inlng the levels of 
. -

production to_ eveluat.tno p:-oauct and process te~httqlog:1e~ in 

pal'Ucule~: thcu:apeutic groupe,. and their to'tal net .ef'fect in 

the dxug !nauetrv a.# $ 'Whole. 

The pres;ent study .attempts to asses$ progress ·towards 
. '· 

self•re11ance in the l.ndi.an phamaceut1ea1 indu.stty on the 

lines suggetrted bY the Hath1 Comzni ttee, which were later on 

incorporated in the now drug policy.. ·the evaluation 1G 

token up i·n the .light of domestic c&rug production and impo.rts:, 
·' ... 

and the assessment i& made at th~ee levels& 

(a) 

{b) 

the a-o~e of mu1 Un$t10nal companies ·(to :reign 
·sector) ln the dt:Ug in.dustry .ln .ln.dla and their 
enezoe in th~ p.toduction of bulk drugs end for .. 
mulationet th1.s· is. eacsmlned in t'me of their 
ovo-~all ·profit ratios, corace-ntration of acUv1 tv 
in speeifle. product groups and th·e t~mount of ~~ 
pats-tation to their pr1nc1pale' · 
the li\tU.an privete· sector in· the drug industry, 
!Lts present .()t.atue .and growth 1n comperl.son \d th 
the foreign sector; e comparison 1e elso made for 
beth the .sGctot:,a in tbeix- merk·et shares and prof! t 
rat!O&J ana -

3. contd~ · . , . , .. · . . . .. 
company, •x~ept thet theae 45_ companie& have an outside 
equity higher than. 40 pex cent. Sinee the data Obtained 
ls mostly fl:'om the governmantt:\1 ~ources further analrsts 
of multinational companioe .ls also can-ted out 1n th a . 
eense of tha def1n1 t:ton. · ·· 
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(.c) an evaluation of the. public. seetor is made 
to exeminf} bow ·f:ar it has achieved its · 
ass!g.nQd task of x1u:tueing the quantum of 
impo.rtei ana. the dependence .. on .fol'~i9n · compa
nie$t th.;roggh the bulk drug proaucucn and 
the indi9enws technological efforts.. . 

The examination of overall per.f,ormance of tho three 

eeetore w111 thX'OW a<»no light 01). tha degree to Which 

p2:ogress _towards self•zelience.has been_ made and on. the 

f·uture prospec:t·S• 

one of the important sugge.ttlons of the liath1 Committee 

\"I~G that the. f01'l'ign ll\Ult1hat1onal$ We.t'e engaged· only in 

:prcduc1ng l()tlliWotonnege, .h19h-v$1Ue dt-ugs a.nd bence they 

should be directed by the government to &eo to 1 t that 

they proauce a -considerable pe"entage of .b~lk drugs al,cmg• 

w1 th the fotmulations.. this• in the COmmittee• e opiniont 

could prevent MNCs from ectracting enormous p,;of.i ts out of 

manufacturing only f.omulat!ons and al$o would 1eod to the 

p.roauctlon of more 11fe-&av1ng drugs. · The foreign .mul u
nati·onals hav.e alre;ady been pl'Odueing bulk drugs in larger 

quanti t:t.es at lea&t afte:r they had faced the threat of 

.be.S.ng takeh over by ttu~~State ·on the reeommenda·Uone of 

the Hatht Comin1 ttee;. table 3,.2 shows tho share ot various 

sec:to.s-e in bulk drug produtti.~on., the tabl:e clearly shows 
' 

that the foreign sector has complied w1 th the liath1 com~ 

ml ttee' s :-ecommenaaUons by ehar1ng 1n a larger tneaeure 

~h .bulk-drug production, 



TABLE 3.~2 

SHARE OF VARlOUS SECtoRS IN BULk DiUG PRODUCTION 
(Rupees in crores) 

!LIIIIJ!t: ~ - ·as n .:!iNot r · .- ·. :· 1 · ·v · ,_,.. ·· H: WM 

1975~~,, ~a.T'I 
(32 •. $) 

·!)2 •. 00 
,(40w0) 

at..ao· 
(21 •. 2) 

130 

1976-77 48 63 ... 
(32.4) 

63.00 
(42,.0) 

38.,31 
(2\);;6) 

100 

1977-78 46.70 .1th44 ·41.,.86 .164 
(28.'~) (46.0) (25.;$) 

.•. ? I , .. - .. --_,. ¥a ' 
· SOu#c:<n Caicul:ated from the . · · ~- o · •• 1975., 

1976* . 1977• .l97B end . 1 l$. · · ·Of 
Peuoleum. Chunica1& an\t fe·rttl1Zel'e, 
Govellftment of lna.ta, New Delht.- Ftgttt:e.s 

· ·tn breck•te ahow petcentagf) to tht~t tottd. 
production .• 

the .bUlk drug p.rodu¢tlon• hO?IeVe'l't was not very 

sat!&factory and hetlvy import$ havt .b•cm .reao~ted t-o 
dudng 1975-79. It .has ~(ijn aUeoed tbat 4ome of the dX"Ugs 

1mpo.rtcd were al;o b~!n-g msnut•cturod by the f1%'ms i.n 1nctle 

and. the govemment•t poltcv was not one of expending capa• 
cities of .fo.retgn fimt i:n India but to 1mJ)Ort dir~t"tly 

ft'cOm ab:roaa.4 Table '3•3 $howG: the production. of bulk 

drugs and fomulatione and .ltepo#ts from lM~dtQ 1979, I\ . ' 

ba.s been indicated in tl\e table tbt~t the pocltion. tn .t:eg.atd 

to tbe bulk drugs i.e fax from saU.stactoi"Y• 
C lL)-.iJilib;t _ __ l __ ·· . ··- W1". , .. 0 iiMi _ ,_-we· &;M. tU. T.t:·io · ·ililt_J · sr·- ·r m iva 

4,. see. 'o:rug81 Are we planning for Gbortq~s?1 • an OPP1 
x-e:lea&e,; o.e~l:' 28, 1979 . .- · 



Y.ear 

1975-76 

.1976-77 

1977-78 

1978-79 
( es.Umated) 

PROWCtlCtll Al>iU lMKIRiS OF DRUGS Wl:UNG 1975 TO 1919 
'(ftupeeG in Cror.e$) 

Bulk Drugs ... 
lnd1ge- .Impo~t- total lndige- Import- Total 
nou$ ed nous ·ed 

130 39.-,36 169.36 560 0.74 560 '74 ........ 

150 41.03 19?.:03 100 0-..69 100:•·69 

164 14 •. 29 238.29 900 1.2S :201.25 

.lao - ..._,; • -· .... 
1ooe 

Clf ·value total in• 
of total digenoua 
import$. producUcn 

40,.10 

47'.72 

15 .• 54 .. 

' 

1064 

1130. 
.1180 
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t'ihil.e the inalg$notu; pnr.auction of bUlk dJ:Ugs $hewed 

a ~:1 se of 18 per cent f~ ~.130 c2rores ·to nn • .tso ent:fiHlil . 

between. 19?5 eftd 1979' the ltnport~ increased by ,about sa' 

pel' cent by 1918 ltself. The e:ituaUon beccmas more 

eel'ioue When tbt fact that th~ tesponstbili. ty of bul,k ,dfttt 

p~oaueuon 11et mainly wltn the public sectoll' is taken into 

eon~tderaUon. th• publi:e e'lctcl' hes lhown s decline qv:en 

· .ln ebso.tu~ 'teba$ !n the ~~owcUon <>.f bulk di:UfJ$ from 

·1916•1? to 1917•?8,. 1•t alone a decline in pe:~:c~mtage .tel1ns• 

equally unimpre$G1'Ye 1.s th~ tE!cord of the Indian priv~te 

sectolt' wt th a p"gressive det;llne l,n lts po~¢entage · $ha.J:e 

though it hes gained in .absolute tems duling the ssme 

per:lca. When we beo ln tnind the ;ovel'tlment•s plan u 
eltt.«and medical fae11i tiel' to the '?cuntry!tc.tt~• and the pN ... 

Joctlon that ·by 1983-44 the demand fct dru;s it; expected 

to 1• upto ft$ •• 2,~100 eJ:Oreth three timet thot in 1915-76 and 

·doublE~>· that of tho ptoductton ~sUmatod !n 1978-19 (see 

· Tab1G 3.3) the actual perfozmanee hitherto appea&-s ev:en 

mo:te disappointing.. . .. 
. . 

As the expected demand ln 1983-84 :la ·put at Rl.2,100 

t:hli'$S by the Ministry· of Petr:o1Gum, Chemi·tals end Fert1·• 

liaer&, the bulk drug rGC~ulrementa in thet period will be 

between l\l.6so ana 700 cl'o.tee worth. th!c is divcea botween 

- d!ffe.a-ent sectors ae folltwtvtu public tecto¥' 300 cJ:OI'OGt 

fo•e:A.gn aec:to~ ~.200 ct-o$tU~• and l.na1.nn. s,,cto~r (including 
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small -$c.ale} ft.lsc to es.aoo crcres.. These ta.x-gets; bow-.. 
. ever, would appear tmp:tacticable to ttchieve vii thin the 

next five years and hence mo:te import$ v411 have to· be 

resorted to, but even eo the industry must be ripprised 

of Wha.·t it the m1ni.rnu.m expected of ! t. 

In thl$ con text 1 t bMomea impotton.t to an.a.t.ys~ the 

· pt:'04ue:t1on tal'gets ·in· aeW1. se·t by the Teak force of 

Pl&nnlng Cctnm1$.G1on.; · ttttd th~ achi.e1F4!d · levels of ~ndu~

tioth: . Table 3.4 ahows · select grou,ps ·of· vad.OU$ dwgs 

w£. ttl their ll~enced oepaei t!ee, Md the pJ:OdueUon 1:eve1s 

ac:h1eved 1n the perJ.._,a · :be·tvJeen · lt?~and 19?9 ageins.t the 

demand tal'gets 11et •bf· the 'Task follc·e. 

t.he general tr•na of pi'Odt.tction. levels aga1n&t the 
. ' 

·se' tal'gete ·pr.ovttteG a .g:r1m p!etu:r:e. of· til(;} 18 J>ltOdu.cts 

.attown in. the table, production wat below so pe.r cent of 

the target .set for 197;9•79 in preduci~;h the p.rod.uctlon.. 
. . . 

of t'he p:roduct group an4'.1lgtoiea $nd .ant!pyl'etics (.aml.do

pyrin, analgin, phenac*'Un .and _p.araco.tmnol) Ln 19781 

averaged at 40 per c.ent below their licenced eepacl Ues 

and 56 pe%' cent below their produeti.on t$tg&te of 19?0·79~ 

The proaucuon of &ttlpha-aru.ge 1n the same year was only 

34.2 per e~nt of the prOduction target&. Among anti

tubo~e~l&ts1. one of the important- pto<iuct g:roup.s and 

significant to tJ:opical countli$G, pa.rtl·e.ul.az-1v lndlo, 

where the degree of undemou3:1ohment 1s htqb, PAS sodium 



TABLE 3.4 

UCiNSEt.l CAPACl<tlESt PROWCn.ON OF VAIUOUS DPJJGS lt4 .PUBLIC SECTOR ANu THE TPJlGETs SUGGESTED BY 
. TASK FORCE . -

Sl. Name of the 
No. , Proauct 

1. Am1ciopyrin 
2. ·Analg1n 
3. PhEmaeeUn 
4. Piperazine salts 
5. i.Jletbyl Camamazine 

C1t. 
6. Pbenoearb1 tone/Na 
?. Sulphecetemlde/Na 
s. SUlphad!.midine/Na 
9. Sulphaguenldine 

10. Sulphanilamide 
11. Folic Acid 
12. Vitamin Sl 
13. Vi tam!n 82 
14 .• Pa.racetamol 
lS. PAS Sodium 
16., Sulpbemetbizole 
li. lbi.aeetazone 
18,,. Sulphaphenaaol.e 

(in tonnes) 

·.19?S·1 

Uc. Pdn. 
. C&P• 

19'763 

lie. Pdfi,. 
cap • 

19771 

lte. Pdn. 
c•p ... 

15 
50 

500 
250 
150 

'1 40 
206 500 
198 462 
92 115 
7 56 

11 30 
3£) -

425 -
222 -48 150 

- 40 
.278 500 ' 
163. . 462 
118 166 
12-' ~ 

16 50 
68 50 

502 soc 
1'9S 250 
97 -

7 
287 
201 
11.2 
lS 

15 
35 

422 
261 -

19783 ' 

Uc. Pdn. 
cap. 

40 16 
500 274 
47S 190 
165 74 
56 .23 

50 23 - 14 _, 
.261 

200 41 .. . 11 
4 3.42 ' 1.5 4 .• 32 ., .:. ·4.48 7,.5. 3;.62 

·60 
. 15 
431 
860 

'1 
133 

50 

29 120 
5 24 

.153 543 
<620 1110 
Nil 7 

11 153 
65 153 

33 120 
7 24 

1?6 653 
700 11?0 
Nil ? 
17 153 

1?9 -

33 120 29 
7 24 ? 

.222 600 157 
S60 1290 5'58 

1 ? 6· 
25 153 13 

126 - 92 

Source:s:: 
2 = Taken from Hathi Comml t'tee Report. (Anne>tUre vz .. Cb .• III) .• 

. . ..• . . . .. · ... ID 
. Demand target ~-

.19?8-19 .1983-94 

20 40 
,4QO ,soo 
soo· 800 
118 2.30 
45 9.5 

34 7.0 
80· 160 

101Qi 2.020 
133 145 
. - ~ 

7,.5 lS 
100 200 
24 48 

400 800 
1000 1200 

12 23 
153 140 
180 3$0 

3 = Compiled from Annual Repor'ts. 19?6, 1977• 1978 and 1919. Nilnittrv of 
Petroleum:t Chemical& and Fertilizers. Govorn.ment O·f lndia t Net'"l De ltd. 

. . 
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reglster·ea 22 per cent and tld.;u:eta2oru:!c1, ~scmeWha.t better 

w1 th. :.s.e per eont of their production · terget$ A;n:···the 

same peri:od., An~elm:t~~Jtics, vi tenn1ns. ·trenqul11tlGt'S 

( atarae. tics) · ehowed no better· progress. Vii th these ·. fact"s, 
; 

.it appears that the echievemen.ts of .the tattete ·set for 

1983-84 by the Task F·OS"Ce, \.vbicb a~ ju'st ·twicCil the size 

of the targets set f-or 1978-79,, wll,.l be f1 · fomaable te$k:1 

if not· an impo$slb1e one. : · . . 

.Having b~uih t to the lo.te cettain ge.nerel ttends. S.n 

pham~ceutital p:OdutUon e~d impci-ts,. we heve to exam1n·o 
a numbe::r Of (!l,U«!iStions conc~ming the pattema .. of produe• 

t~on :by vanous sectol's and . their .cont:-1but1on towarus the 

· Ehitl.f~z:.elJ.ance drive. 

'The foreign &ector. as has beGn Gaid oarl.ter, had . 

$hared a fatr p$i"centage in bulk aruo prodUcUon. tioe·s 

this alone indicate a progressive trend? Tbtc baG to btl! 

exeminod 1n detail. , There ere 45 majo: .foreign mul tlna• 

tional phameceut!c;el companies ope::atino in India. The 

counteyw1ae break up 1a alteady proviaod in Teble 3,.1. 

· These· mul tinationsls f,ollow more ot lo:es the eame 

bebav.loui' regarding production. markot se1es .$nc.t R and o 

1.n ·fi mojo%'$. ty of the underaevaloped ecun.tri·es thl'Ou.ghout. 

tho wor1a. Table a,.s shows the top 25 ~;foreign . companiee 
:J 



TABLE 3,,5 

THE TOP .25 PHARMAcWTICAL MNCa lN lNDlAt l916J. · 

·Net &alos 
( flS,, i.A · 1akht) 

SOu teet C.'·.·ompan. y _AnnUal. ltopottSt • SConomic t ... lm. ee 
2 .. 6-9-.·· - . 1917. l-· .New ... Oelhl·. '·,. im• 1918, 1919, lt80 (va:r: ouo 1ssues.1. · 
1 .e Refers to :fleca:t 1975-16 
:ii:) = flgureG ln bl'ackets conoGpond to 1979 

. 1 = F1gutes. ln breekets coJ'r&opona to 1978 
E: :e .f1gu"a if\ bncktJto col'%0spond to 1977 



preel$e measure of size o.f the fitms ha.s been p,:rovided by 

-.ne sales volume .of ethical drugs. Sales volume .epp'$Qr.s_ 

to b~ the most p:-act1ca1 paJ:>.amtiteJ: s:lnee the industry 1Q 

not ove"tty capital interu.;tv& in st:rutture end a.ssets l.ie 
. \ 

med.nly .in. lntang1b1es such B$ patents,. and capabill ty of 

rese~rch teams to innovate rath~l' than ln ploot machinery 

and land. we to the structure of tbe industry \t'lhete no 

company derives- -all revenues exclusively from the sales 

of ethical os-uge. overall prof1 tabllity ,i:t .an 1·mpractlcal 

measureQ of' ,.~ize. Among the top tvJenty Uansnet1onals 

Gla·xo laboratorle.s (UK) could successfully maintain 1ts 

lead since 197~ in l.nd!oe. In 19'79, Hoechat (FRG) had 

fol!'ced Ciba-Geigy and Pfiz~z- to third and foutth posi ·Uons 

:respectively V"Jhile .itself taking second post Uon .. , Hoechat 

however, maintain$4 the largest net aaleo turnover 1n the 

world mar.ket vli th 1.,a72.9 million us dollars (ln 1977) 

while Merck (US) • Bayer (FHG) ·~ Ciba-Ge1gy (.SWiss) and 

Hoffmen-La noche ( SWJ. ss) followed 1n the descending orde~ 

(in the same vear) • Glaxo the topp·ot J.n lndia could 

secure only the eighteenth pos1 Uon ln the VJOrla me:tkot1 

aespi te th~ fae-t that the company speo1al1tes in a lal"Qel' 
~·~ ~-, 

number of prod\lCt lines than other companiers. 5~ The Uni tod 

Sta.t~s eecounted for the largest shate o,f '\o·Ul saloc 1n 

th$ Indian drug market aG it did tn the v»rld pharmsceutleel 

s .• See• for details, Table 1,.2 above. 
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market. lftt*ltetJUng.ly the conUywlse shares ·Of 'the multi• 

:nationals in lndie aJ:O ,almost sitll1l;a:r to the &1tuation pre

ve111ng in the ~'Ol'ld mc.u:-ket• that 1$., 'the us takes the 

.ltu:gest sb.are .followed J)y Swiss,, Getnuan: and· £ngl1ch com-
. . 

p!inlee, though tho Sftglish do n~t flgu~~ pt-omlnentlY .in. 
the lnte=naUonal pharmaceuUeal markot,• 

According to one estimatt~ 6 tho phtUMateutic'l ms.rkot 

sh$Jta tield t>y domestic f!Jms ,in india, in 1915 was 2S pGr 

cent. WJlt'ift$8 ·tho ftmetni.ng 1!3 p$'% ttent \VIS hol.d by thO 

foreign t1ms• · The fcJ:e.l.gn, compenl.es ~onU:nuod to t-nJov 
aimoot 4 . slfd.lar status wen oftel' ·tho tubmisslon Of the 

Hathl Committe$ Repo:r:t end the consequent :mtuf&u~oG tekoa 

by 'the Go\tel'nment. thetx maj~or activity continu,ed to be 
- . 

fonnu1at1ons, though occat:~tonally 1 t is balanced wl·tb bulk 

dJUg :pzoducUon. earning enomoue profits end· a substantial . 
amQ\,lnt out ot these profits hae been tepatriated sbtoad 

re&~l Ung in the loss o:f foreign e~change to the nattona.l 

exetu~quel'. Data .a::e available for some as fo2:e~gn compe.• 

ni es reg a ~'ding the pount of r:emJ. ttaraces ebroac.t 1n the 

· fitC:el ·yeazo 1976;. the.ee an fumisbed in Tablo 3.6, along• 
- -

' 
\d. th foreign holdings ot theoe 28 .cornpani-~s. ·The other . 
details such as .equity, total capt tal ~ployed, g,;osa fl11ted 

assets. not. fixed asaets1 cash flow,a, interest.- etc. • have 

been avoided 1n orGler to focue ottent1on mainly on tho 

acuv.ity an<il po ... tcm"nce J:atbet:" than ·On. the finanCial 

balance sho-ets of tho companlee., 
- E r s Jan11n • n .••. , -· . 1 !J .- • 



.REMlTTAi\'CJSS ABROAD TO THEIR PRINCIPALS BY fOREIGN flRf~.s 
IN INOlA, 1976 

Sl. Name o.f the 
No~ fi.m 

1. Pfize.r 
2 .• Glaxo 
a • cv~~amto . 
4. Alkali and Chemicals 

Co:opn - ... 
f>. Parke Davi·e 
6. smith, Kline and 

french·· · · 
7 • Glba-GE!1gy · ·. · a. aur.teughs-Wellcorne 
9. Roche 

. to• .Say&l' 
11 ,. Mooehst 

. :1:2. Geoff.r:•y-«ienne.r:& · , 
13., Wsmer-Hinduaten 
14. ·Abbott 
15. Ric:harascn•Hindustan 
16. Johnson and Johnson 
1.1-• Metek, Sharp and Oehme 
.18. S&ndOI 
19. VJyeth 
20~ Boots 
21. O:ganon 
22. Beecham · 
23. i. Merclt 

'24. IndiC~n Scheting 
25. Anglo•Fnneh oru9 
26. suhdd Geigy 
.21. Carter \1allece 
28. Wblffens 

75 
7~ 
'6$ 
60 

83 .• 33 
Sa:-aneh 

(J£; 
.100 

99 
53 
~ 
4S 
50 

100 
ss 
15 
60 
60 
74 
58 
49. 

100 
60 
8&.6 
80 
47.a 
49.46 
50 

94ij96 
.86.44 
?1.14 
54.30 

. '·. 

49.6? 
·47.ea. 
34.19 
·33.20 
30,.67 
:23.29 
20.36 
20.32 
19.;.9.2 
1~6~36 
14~14 
13.97 
12.26 
11~.46 
11.13 
6.7a 

. G.5? 
3,.?9 
3.18 
1,.97 

. o.to 
0.45 
0~36 
o.21 
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fh.e 28 companies listed in tb$ tabl~ have ~opatri.Qted 

rt .• 69s •. 61 lakhc in 19761 to their prtneipal,e &bJ."Oa<l and 

aeta for: tb¢~ .-e-&t of \b:e compant.e& a;t~ not .avallsble, The 

glt'C&s r•1ttance .1e the high.ost fo~: P£12eJt (ts,.94.86 1Gkhe) 

f·o11owed by Glefto (R&,86~44 1akns). etlt the aount of ·· 

Memi ttanee& ae a pet eentage ot .aelet t.u&-nover \'IOU.ld reveal 

e ··diff·er:ent tr~nd ot .-e;pat~l.ation. Cyn:f;Uni.d ·witt~ 6S pet cent 

foreign holding bad remitted 4,5 per cent of 1''tS sales tum

ove¥" to .1tt~ princ1pe1. abroad .followed by Sm1th1 Kline and 

french (UK) vJbich .is a branch. wfth 3.8 per cent.. The · 

ether compan1ee wh:1ch followed in th:e aescend!ng oJ"Qet: wore 

lut:ftughs-.Welk:ome 3;t2& per cent, with 100 per cent foreign 

holding, Partt.e-Devtr; 3.1 per cent, ·With 83 per cent tor~tgn 

holding, Roch~ 2.7 pelk tent with 89 pe~ cont fol!'eign ·hold

ing end finelly Glaxo with ?S per cent for~1gn. holding ha$ 

zepatJ<1ated only 1.3 per co.nt. the 28 companies together 

have repatr:4ated1 ,generally, beti~et':ln 1.5 and s.s ,per cent 

of thei~ $&lea tumove~ .app:r:OJClmat-ely. 

Pt:ofitebi.J.1ty baa. boon verv high for the foreign com

pan1e& compared to thG lndlan prl vate a.na t-ho public acc'tol' 

com.paniet:h• the1J: gnss profits zoso from ftl •. 4a cl"o~eo to 

fb.&a crol.'ee in 1976. .Prof£ teb111 ty as meacurod by g.roao 

J"eturn on total G&p1tal employed al&o stood hlghor ot ~'J.Q 

per cent 1n 1975-76 aa aga!.ntt 2:0 .• 7 per cent tn the pre

v1ous year (see Table 3.1), the multinationals malntatned 

higher profit ·meargiru~ due to adjuottoentG 1n overhead eo.&ts 



TABLE 3.,? 

PROFITABILITY OF lFOJUilJ.I'l CQMPANlSS lN INOlA, 1976-79. 

·Gross 
s1. .-Name .of the 
No. · comp,any · · 

. . profit 
·Yeat· (Rupetl>s 

in 
·· · · •J.akhe 

1 '.II' • '-2-' '3 .... ': ·4 

·19?6' 
1977 

. 19?9 
1979 
1916. 
1911, 
197$· 
1979 
.1916 
1977 

4_, Ri~;h$rd$on-Hinauatan 1:976 · 
1977 
1918' 
1979 

s .• · Glaxo Laboratories 19?6 
1977 
1918 
1979 

6. aoo·ts (.lndi.a) 1916 

9. Hoechst 

10. Pfizer 

1917 
1918 
1976 
1971 

'1978 
,~97·6 
1971' 
19'78 
.1.979 
1916 
19?1 
1976 
19?0 
1976 
1977 
1979 
1979 
1916 
191? 
1979 
1979 

1tl4 
213 
254 
291 
56 

62 
·65 
9$ 

41~ 
S56 

-14i 
204 
220. 
.118. 

5i2 
1·84 
92! 

1107 
121 
161 
216 '·' . ' 

52 

:~ 
91 
'91· 
'73 
59' 

.28.1 -232 
259 
727 
122 
799 
7!)8 
5,)26 

--494 
444 

; 

Net _ _ · Prcfi t .-_. < N~t pxofi t 
PJ!'Of1t :as pel'- aa percent
(Rupeers c&nt.E1g(J · ege. of 
in . ·Of g~ss toW .cap!• 

· .lakbal cal~a ·_ ·tal· employed 

55 1?'26 ' .· .. - 1&.54 
72 20.46 19, •. 68 
77 ·-ao.,os· 21•69 
83 20.32 .20~85 

·.26 20.a9 21~$:, 
22 20•60: .. 16.M 
23 J.7,,76 21.67 
-42 '2().;13 2(.),.69 

19 lS.13 14 .. 42 
112 -16.5& 17.47 

41. 14-~ 11.~03 . - .. sa 19·.00 25 .• 23 
4i -.1~t .• t6· 2o~ss 
~& 1~.oa 11'.06 

206 12.21 9.07 
301 1,.35. 16,?4 
326 .&5.,80 12•'64 
383 .16.·40 13.98 
32 13 20 .. 22~09 
S& 1S,.06 18.09 
73 16~84 21.10 

i\15 9.14 13,.59 
:J.~ 12.91 13.00 
.'4$ 14.92 19.,66 

36 13.00 17,.80 
31 1~-~26 11.32 
21 9.46· 11.11 
11 7•18 8.16 

123 --11--.01 17.39 - - -79 4.58 17.80 
86 4~13 1?.16 

232 20.26 23.23 
291 21,03 14.55 
264 acr.&4 13.86 
271 18 .• 24 13-S2 
149 32,28 41,,08 ,,. - ·• 175 2?.06 18.83 
154 22~61 16.09 

eont;.;J. 



1 2 
-·-, _ - _ . · - z a·_-_· .,.--, · : ·on 

12. Clba-Gelgy 
13. Suhd.d--Geigy 
14. GeoffJ>ey Maru,e:-a 
l'S• Pall'~aVic 
16. Roche 
11. Me.J:ck, Sharp llft<l 

Dohme. 
18. Ge~man Remedie.t 

_,, __ . j I 

1916 381 
1976 ~S5 

1916 190 
1976 .192 
1916 161 
1976 .106 

1916 ' 159 
1917 ' 180 

19 .• Ang10.Ft:enclll 1976': :· · 11 
20. Sth!tOr l976· , .. $2 
21. lndA.all Sehering. 1976 · ·. S2 
22.. JobnGon and Johnson 1976' . 133 
2s. nous$o1 ·'"' · ··aa 
24. Wyeth Laboratol'ie$ . i976 116 
2S • CurtN~e11 19?6 · · .··11 
26. Orgenon 

.· ' . 

21. us·vttamtn · · 
2a. wandel' 

· . 29.<jlap~kca Btett 
30. ue·ntal Prodt.u:t$ 

1916 .. 95 
' 1976 ' 25 

19?6' ·. 19 
1916 32 

. 1.976 .. '10 

5 
•· 

' 
.,_. 

220 
so 
18 
56 
9$ 

27 

44. 
54 
1 

.13 
13 
3.1 
7 

.28 
5 

23 

' 4 
(-.... ) 1 

3 

.. .. -- ..... 

·6 , 
-~_1 .--. ' .•• fi <)$:tlit:A4:W: ., 

* " 
11.46 13.50 
12,.21 6.11· 
10,31 22.56 
14;.33 14.37 
16 .• ·91 12.S4 
11.39 9.10 L 

.17.41 22.11 
17.11 22.88 
3.?3 2.00 

18.S4 25.67 
11.92 14,21 
16 .• 38 ' 19.0!) 

8-.83 9·21 • • 

25.96 21,.00 
21.96 '·'"~ 19\J74 16.10 
10,.42 12.45 
.12.00 12.08 

&.27 (·) o . .-99 
30.,'71 16.·42 
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.of ·px--oaucUon aided by price '%'evisions,. Sho~tagea of v~ tal 

bulk dJ:U9& a.nd ~e l'ecul Ung scare! ty of' $CMe mec.tlcin~e · 

provided a convenient oppo.ttunity to assess the market. 

potent11l1 with e ·view to concentrating on high pey•of.f 

fcu:mulatlona, Tbe recent price rev1stons which were based 

mcu.•• on the movement of pd.ces of hulk dJ\Igs rether than 

on othe.t' cosu of proouctlort also helped the to.teign units 

considerably., lt needs to be ·pointed out thet although 

profit ma~ins of the 'mal:'ket leader' as identified by the 

Hath! Com.mi ttee;, have fallen etaad1ly t!nce 19?1•?2, they 

still rule high.. Thf! prot1tab11lty of eome eompanles., tt 
1s shown in. Table 3.?, baa levelled otf ··and ~ev:en declined 

steeply in certain c.a$es aud.ng the earlier year'S of the 

cur~ent <ieceae. Howeve:~r<, ·thts was only a shott.-tem 

phenomenon ana ~nost <of ·the drug multinationals r-ecover$d 
. coneidetsbly in .thE~ lstet per1,od; i.e. since 1914-?S on• 

wards, Among the 30 foreign uAits, 17 unlts tvere eble to 

ehov-1 imp:roved resul ·ts dudng 1974•79 • · A few unl ts ouch 

·as Cynelbio, Dental Ptoo.ucts and Wyeth Lebo:tatone·e ·Could 

pertom bette&- than many other companies. ln feet ·the 

bt::anches and subsidiaries o£ foreign compan!.os hed higher 

profit ma~gine than the regulQr joint-venturos ana foreign 

ecrul ty fims. The gross tetum on totel capS. tal ·employed 

tot the f'or:e1gn secto:r:. wa,o ra.J. ·per cent in 1975<*?6, 22 .• s 
pes- cent in 1976-77 and ,22 .• 3 p-r cent ln 1977-7fiS. 
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the fot~.:i.gn cetnper.ies obtained higher p~of£tab11lty 

ratios· t.h:r<-~(Jh produ~t dltfenn.Uattont ce.-tai:n ~ompsnle.$ 

being· m.onopo11GUe in some speotf1c bJ:$nthe$. of produc:tto:n. 
Tho dl"Ug indue try a$ & \lilhoJ.• had lo\vor p:tOfl. t msJ:gl:ne th$n 

the foli.'.eign s&cto::r: alone, The pJ:oft·t ~eU:o fo~ ia11 t:Jl@): 

-thl:"ee . ~e«:tsjt,$ · .. togetbtl' tn. t}le d~ug .and phai:lntiu;c}utl·C.1 
' ; .>;.~.. ! ' ' . . . 

,. 

tnou.ett:y ba·~: been. fiuctuafl!tto b&tw~en llht ·ana 16,4 pew 

cent ®dng 1976-19~-

th~ bl.gb r~'W:rns fo~ the to~.e1gn com.pen1e~ \'.ere al.eo 

•ttwi\Ntild to tbe <U.ve»al.ft~ n.F:ltul'e ot · ~ uni_t$~ The· 

strength •of the att111ato& ·Of tM4C$ 'in lndla lies tn the-

bHad pJ»f1uct dlv:erelf.tcati~on.. Po:r those. compsn1f11s that 

want to d&.v~r:-aity ottt of pbamaeeuticals• cosmetic.e, hou~G-~" 

hold producu• end genf!l'a1 heal th.:.care p•oauete and &C!Jtvicee · 

have been the mo;;t common routes. Howovo.:r, fow compan!es, 

obtain ti''ue majori tv of their· income _h:om tnor~ tbnn thl:ea 

to four thet:apeuUc guupo. thto S.s pOssible due ·to the 

fact that foreign drug compen1ea have both ·tho r"our:cec 
and the oxpet:Use aval1ablo to eover; spec1f1c tbet'ap(lu.Uc 

gt-Oupfl th%ough inton.etve re$-eat:eb,. 

otversS.ii-ca.Uon ,patteUta in the 'ph,axmaceuUcal l:ndu.ctrv 

al"e ex·tromel.y· complex. JaVel\' fom of aiver,slf1cot1on .-

. borll·ont&l, ver-tical, fotM&I"c.t and · bfjck\var<t or concenuic 

hall been u&ed ac a doflntt,..., st .. &·tegy to enwl', leave ancl' 

eonGol!date potitton& within th~ pbe~mac~uuc.al 1ndus.tr:V~7 
·Ji- Mtn••, r w---,,. .... ·ax;· oil·~·;_ .. L.· c._ il .,...., .. -•• - w.- ·- ·-- s · · · lj if _lq • , 5\fi 
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which have di·versi fled in~o tho phasmaceut!cal .lndust¥Y 

ft:om both technological.ly related and unrelated .ateas; 

h$Vt":J used the .acqui&1Uon of a going concern ~& e majol' 

entry suategy. the cla&aic OK81ples in India bblng 1Cl :, 

Al~ali ana Chemicals Corpo~aUcn, Ca~ter liilt!llace and eo 

Anothe• majol' etretegy .. ot .. the mu.t·tlnat.ionels in 

l.nd£..a, apart. ftom div~rsification~- has ~Jeen. for esch one 
. o,f ifoh·Eim to concentrate on no ynor:e then th1:ee or .foul!' 

majo:r: therapy area&.J each thet-apy a t-ea . tb$.J:Gfore tends 

to be domlnat~ ih. :both G•los volume :C-rtd ne\' pl'Qduct 

innovation by a $mall gJ:O·up of multlnat1ona1 co.mpan1ea, 

Table 3.8 ·show$ .the major mul tin~t1ona1 phaxmaeeutlce.l 

<;Q'npani.es dominating selected. the:rapeutic areas 1n India •. 

S~e twGnty me.jot mul·tinaUonels dominated: the twelve 

lrnpt>rtant thera:peut1c area$ in 1978. 

The MNC~· main conc::entraUon continues to bn £omu• 

lation~activtty.~ .1nsplte ot t.he Hethi c,ommtttee's recom

mendation that they should produce important bulk drugs 

for t.roptca1 d~'easea, particularly to suit I·ndian condt• 

tionth- Table 3"9 eho~: that only eeven of the currant 

fortyfJ.ve f.oreign companies contd.bute to this 'Pl"Oductlon 

and tl'let teo only· a meagte share. 
1 . 



.TABL-! 3 8 
. . . 

. ·MAJOR Mf;?t.TlNATZONAL PJW4ii!.ACSJtlCAL COMPANl~S .ltt 1ND1A 
. . DtViiNATli'iG SELECt£0 THEMPWTlC. AAEASt 1918 . 

Therapy. Ar&a 
...... • 111 ~ , - u 1 ..,_. •. ,J Jt-:a;r 

! . ; . ' 

3 , •. Ca21:diOV$1CU1&t 
~gent.s 

1. Non-ttenidal 
antl•lntlemmoto.lf 
egenta · . 

a. Oral conuec:epUves 

'l)l Jl- .. .• . "'.,_ iQ - •• tf 1 -, _· •• -b -

Nome of the Company · 
-)_! I ·ru - fJ 

Roche 
Sayer . . .. 
8urrou:gh.s.We11eome 
Clba~l·tY 
Abbott 
May·· and Bake:: 

a_ o~h. r~._-· n_ r.~_. e_ .. r-Knol1 
p!ba....Qes.g·y · 
Hoeeha\ 
Merck . sando: 
Pftz.el' 
tedeJ:l.e 
Pa:ke-Davlo · 
Hoechst · 
Cynamld 
C1b~t-Geigy 
GlaKO 
Indien scnedng 
May ~na Bak•r 
t.edeJ:le 
Me:t:ck 
Roussel 
Searle 
aoota 
etba-Getgy 
Me#el~ 

Pa.rt<e-Oav:!s 
O;tganon 
.Searle 
Warne~indu:atan. 

Roche 
Pfl&er 
Merck 
Johnson and Johnson- · 
Boeh:1ngez-Kncll 
Glaxo 
Rlchar:ucon-Hinductan 
·Roche 
Merck 
awn ex -... .,,- ...... ~ .... 



tABLE 3•9 

SULK O~WGS FOi\ TROPICAL DlSEASES PRODUCED &Y MNCs lN lNDlA 

.. 

l~_Pnthelyl .. lay and 
·· sulpha• .sa.ker 

thic&a:ole 
2. Iruiochlo~ Synb1o-

... hydroxy tics 
quS.nollne 

3.,. .Oi\•iOdO. 
bydHXY 
quinoline 

4.. Metrord.
. ctat.ole 

~-• lntestopan 
· aub~;tance 

(b) &ISiaJlUii&i 

· 1.. Ohlo.roqultt 
Phosphate 

2. Amodlaqul:n 

~( .. c) 6ftUf11$l.\1 

1. 01ethy.1 
orbamaaino 
·Citret.e 

Mal. and 
Be er 
Syrtbl·O\t•CO 
M•Y .ana 
Bakezo 
Sando a: 

Pl.rt:ke
oavi,; 

Burroughs 
Well come 
Unl-YCB 

6,..15. 

2.6& 

tal 
4.se 

40.66 

2lt27 

10.10 

5.18 

-(d) Ao\L·lmeMs 
1. Dapsone Burroughs 13,.19 

fJel.J.eome 

NA 

o •. 2s 

Ch,lS NA 

o.4s :NA. ; ·. 

7,63 '·34 

34.&8 29~97 

,1.3.11 11.10 

5:,40 f) .• 4~ 

8.44 

Estlm.atec. 
fOI' full 
year 

... .. 
12.00 

35,.00 

14.00 

8.50 



. The lhdian p~:1vate oeetor assume$ a prefeJ:ont1a1 

position in the government po11.CV:t since the· Ha'tht Commlttee 

recommendations ere taken .1nto concl.<ieraUon. HoweveJ:t .tho 

Indian companies are much behind t.lrto MNCe ·wb·oth<:tl' in tem! 

of· sales tttmoves- or ln \eJI!l.S .of total capital omployea .• 
. . 

The. capital r.uu~eta of lndt..an owned pri.vt1te units excluding 

the MRTP compan·te·e ~constitute l·G$$ than 25 per cont aa$ets 

than the.f(;)reign $ector.8 

· Tabl~ 3 .• 10 de-tatla th& a•tG relaUn; t'O 10 \tbOllY . . 

U~upe, .techn!ca11 f1nencle1· o:- otheJ:Wise. Wh1lre tho 

foreign· multinationals fl·ouliilhed With high level$ of pro-
. . . 

f1 tttbl11 ty rauoe lncaicn ,ccmpantea lag far behind them. 

though pnfitab111ty fo:r the Indian comp&niGO h&d .not been 

CG blgh ti$ fer lw\NCs, some of them had certainly Off~red a 

a.Uff compoUtion in p~oauct-prcmouon and soles turnover. 

Alembic Chemical&, fo» e•amp1e.,. t1as the fifth la~est fim 

i:n the tnduetrv~, m<itU'lUJ'ed by its sales 'iumov&r, which we$ 
. -

PJ.2 ,2.1.7 lakhG in 1976 (compare tt11th 'Table 3,.5) • · Othel' 

lnd1an fims which else had a J!'ospectablo standing .ln te~me 

of sales tumovel:, an Uniebem Lebo,t',atoriefJ· wi ~ Pl+"'SO lakho 

.(lSth), Standard Phameceut1e,als with lbt?34 lokhe (17th),; 

Seat lndian Phamaceutie.als with fll.692 la.kh$ (18th) end 

Ranba·~ Labore. torte& v4 ·th fb,.$32 lakh$ (21:st). 
' .. " - '~ 



TABLE 3.10 

SAL£6 ANO PROflTABlLitY OF TEN WtJOR INDIAN Pli.WIACIWTlCAL 
FIRMS, 19?4-16 

Name of the 
t;ompany 

1. Alflltnb1C Chetttl• 19?4·?~ 1 11907 
cal v~ot-ks 19'75•'76 2.,21.? 

_ 2 •. Am•~ft.jaa .1914-?t; ~19 · . · , :a.cs · 9.63 
191$-?6 33& 1t.?8 21.61 

3, li..tttm·1~.. • . . ' ' ' ' 19?~1f3 ' . 212 ' • : ~. 2t61 .. ~ . 3? .• 41 
~:rim. ~"'n1. ~ tr - · t._ ;91&-?6_-· a66_- · 1 - ' • 4.,05 ., . -. 35.0 ,· 

· 4~: cif,t.a: ttms-' ' · ·19?~?s · 206' · - 6.1~ '. ·· · · 6.54 
. 197~16 ... as? e;oa · . _ a.st 

s. cnem.o-Pha1tlria 1974-16 225 
' 197k76- . ' .20$ '· 

. 6 •.. St1st lnd1a 
PhCU'f;loceuU• 
cal&-

l9?4•7S - 583 
1975-76' ' 692 

?. Ranbaxy Labs .1974-175 
1915-76 

.e •. stan~J\1 . . . -1914-7t 
· P.harmac&utt• · .&9?5•76 

eel$. · 
9. Unichem tabs . 1974-?i 

197~76 

10. Zand\1 Pbazma- 197{~;•76 
ceu tical a 19?:i-?6 

'!lif ·· ·- c ""'. ·· · •- 1 ·;n ·· AMI 

410 
532 
643 
134 

674 
180 
186 
205 

?.83 
10~46· ' 
5.49 

·6.02 

5.98 a,,..t 
5.76 
6~36 

s.e6 
'15~36· 

•. '1.?0 
1.65 

:8.21 
'·6,.12 

6 •. $4 
&.10 

, T'firlil ·n·n _ . ,..,.._ 



SOJDe of the lndian .companies• pnauct.-promotton 

techniques and sales i\.GliWOl'k are S.n .nO. way lnfertor to 

1·1NCe"h Alembic' a •GJ.ycotUn·• ba~s been the mcu;t aaverU$ed 

cough syrup and offers tough ·competi tlon to flichard.$on-
~ 

Hindustan, Pe1:lte-Pavts, Abbott, Pfi.t(tr ~nd Baye.t1 \~1-cb 

hav.e similar: p.tQduc·ts. w1 th ~ad.'oue tu:en,d namea .ttn.d 

varied sy~pwbtu::ea. Unichem• a •unl•enzyme• and ~nba~v' G 

··Gt!rlict Pea:tln• heve· ••t exampl•s i:n bu:&lo~se mane;:tument • . 
·'Ro.setllin» manufactured by l'ktnba~ has been priced .higher 

.than some of the Nt.NCc tn ·tho similar X'ango end st111 eoutd . . . 

$U.&ta1n ·the market with impre&sive salts,.. ·the produ·ct• 

;ptomotion experu1iture (aav~nrt:tslng, publicity, d&ta111ng., 

··etc .•. ) ts bi(Jhel' fo~ thott Indian .antts mich mmtttactur:& 

houtehold remedieaw tonics, fu,rtrients. e~. Amrutenjant s 

aavert1s1ng expenai ture a$ a ·JU#.rtentage of net se.tes 

1ncome in 1976 waa 7.,7 per cent,. :next only to 9~9 :pe~ cent 

of Rl:¢bardson-H1ncu.sten 1 whlth wa8 the hlghe$t in that 

Y-ear. O'tber 1ndlan compnnt.es, Alemtd.c .Chenicals, !eet 

lnaie Phasmac-euticals ,ana R:anbtu;y Lebozoatori·ec .spent 

2~2 per cent, .1.s per cent end 1,S peJ: eent J:eapectivoly 

of their sues income(! 9 

tVhen compared with tabl,e 3,5, 1 t can be seen that 

th& lar-gee.t 1ncrea&e of S2.? pelt cont in t~alo$ lnccmo 1n 

.1.976, wen :recoJ>ded :by Amwtan.Jant an lndi$11 company fo1• · 

lowed by Rous.sel (33.8 per.,cent) •. lndian Sehe&"ing .(32-.S 

9. See, Company Annual R.epo~ts, 1911t 



.p.er cent) end Ranb~ucy eno~eJ: lnd1~n .fl.m (9.,.5 POl' cent),. 

tn· t-erms of conventi·onal pa:-ameter:e 11ke profit re·Uoe., · 

·wh•thet ~n sele;i o~ on net "''ot~ (paled up capltel plUG 

t:eeot:Ves) • or as gross .retua to to~l eepi tal employed• 

.some of the lndien unite faa:ed \~11. Nowevet.l it shbuld 

not be tnfetl'&d from thi$ that ttu~ gene;r.al pe:r.fo:rmance ·o-f 

~e Incie,n 'prtvat,e uni.ts waa better th~n tho f:cJ<e!gn units 
.I 

esc Guc:hl it only ehows that eome 1nd1vt.uuel large :fims i.n 

th& Indian pt-ivate .sec to~ did obtan hlghe~ pl'ofi t mertlno.: 

While considering th$ dJ:Ut in<iustJ:V cs, ,a molo the perfos--

mance ot the foroign G$'Ctc>li 11 much ahead of ·tne Inalan. 

pl'i.vate eecto:r.. Taking beth tables 3,? .~d 3f1.1 into 

account •. Cynamld rec·Ol"decl the laqetlt p:ofi t r:eUo .of 4lal 

per cent on total cap1 tal ~sm.ploy~d 1n 1976,, followed by 

ethnor (·40 .• 7 por cent.), Dental Pl'odt~cts {36.9 ·per cent) 

and .i\mwtanjan ( 3(h2 per c.$nt) • One o£ the oldect lndtan 

un1 t.s Bengal lmmunl ty reg! stored a negati. ve pJ:O.fi. t of 

•13S.06 on net wo~:th. 

Tho small-scale compenie::; have been acting only as 

f$<uier linkc to lerge lndl.an compe'nies end/or to .foreign 

multinationals •. Most of the ·atnall &cele fi.ltft$ ,m,nufactux-e 
only household xemed1,es, coStt~eUcG, cceeme with petrcl.eUtn• 

Jelly ·base, dermatol-og1cels, purgatives anci laxatives. In 

the majority of cases they supply only ttzug 1n'te:mod1ates 

to ·large Indian ot foreign companteo. Since the tomula

Uon .acU,ity doe& net. .requ.ire much c&pitai ana technology, 
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tb~ lnd!an private sec-to):', vmose perfoi!mance, though not 

yet comparable to the multlnat:h;nals, hes shown an 

app.reciab1e tmptovement, thould be eblie to m.et the demand 

fol': formu1atlont to $ major e.~twnt. ThG 1a3:9e uns.ts with 

foxetgn holdings thould get Lnvolvea ln more capital 1n

tene1ve and techno.1ogy lnt.nsJ;ve projects .i.n the l·cng• 

tem 1nter-est.s of the dJ:Ug industry a& a whole, 

· 3•2•4 i!!WS..iiUU 

·Tho setting up of Hinwstan AntlbiottC:s Und;\ed (tiAL) 

in 19a4 at P1mprt and the $Ubsequent. ~atabli.anment of 
. ' 

. Ind1an Drugs and Pbamaeeutlc.~als Limited (lD~)t)· at 
Mehikesh and at w.ya•2iebaa in. 19"'6'2,. wa;$ r:aeant to. chaJ.lenv~ 
the rnul Unat1ona1s' aomtn(:tti.on ·Of ·the drug lndust:y end 

their conU~ued mcnopol.y of t'eobnoloQicUJ.\1 tnnovaUons in 

· pro<tuctton pncfu~.s; it .reps;eG$nted ·the gove11Ui'ient• e d.eto~ 

mtnation to achieve self•Jel1anee through participation in. 

proauct!ofi. Tho HAL wa.s assisted by the \~orld Health Orga

nization ana th$ UNlCEE ·.s.n the fotmat!ve stages, Later 

on 1 t tumed toweraa American Home Products for technical 

sEUl1&tonce to produce semi•nynttu~tle penic1111ns in India. 

Pfltett an.a Gla.lto also pr-ovided technical knoWhow ln the 

·cubsequent p•rS.oas. The IDPL also entered .intio an agtee-
. . . 

ment wl:th the USSR to m~nufactu~e synthetic d~Ugs and the 

proau~Uon of such drugs .commenced fr:om 1'968. The )tAL and 

tbe lDPL tOgether with the K&.raJ..fl state I:;'J'Ugs and PhtUmia• 
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,. '· 

·ceutieel$ had a pa.id up Ct.i:pttal 'of. ~.s~.ao c~~:~s Son 1975- · 
I ~· . . :. -"""~' 

1976 and theit' groes pt"ofits «n~Uhted to R;~4 .• 29. CJ'Q~s and 

net. p~f1 ts. to. n meagre. of ~.o~a:t' czores 1·~· th~ $atne ·year,.10 

the Ha.thi comml t~ee assigned· a · blg ~ole to the publlc 

seetcs- by l'et;l~r.vlng three entl-iotic,o ana 34 ·synthetic d&'Ug$• · 
' . " . . 

out of, the l17 e&tf)fttiel di'UgGt ea¢1U$1VtlY 'to~ the· pU.bliC 

sectc.rw However., the new .41'Ug p~l1ey resen,Gd only 2S ·OU't 

of 114 d:rugs in favour :of ·til~ plibll~. sector. out of the 

total target of .Da.16e cror;e wot>th o£ bll1k .dmge by the end 
.... . . ' ' ... \ . 

of the Fittl). flve Y<aer: Plan pe.z:t~f1,. thQ Committee recommend• 
I , . . . . . , . . . . . . . . 

ect pJ:>ooucUon of ~~~ ?S czor• vJO~th of :bUlk dtuge JJy tho . 
. ' . . ' . . : 

public sec to~:.. . The ma.tn op.erat1on$ <>f. the lOPt cent~e on 
. ' 

four a~>$att bulk d~uos., tomulaUons, ~al'k·~Ung lmPOrte\1 
" ' > • • '· ' • • • 

bullt aruts end suxgical instruments. Of the total tu~over 
. ' . . ' : ' ' . 

ot ftl.aa.s cros-ee ·during 19?s-76• Rs.29,.6 ,cror•.s vwrth o(. . . . . . ' . . . . 

to:nnulaU.,on.e ana Rl,..t.a.o crores of bulk a%Ugs we-r.o PJ'OQuced, 
' ' I, '· . ; • , , ; ' •, '. • 

whe.tett .. G. th~ &$le of S\aX'gi¢&1 instruments amounted to rt.o.6 
. . ... ·..: . . ' \ . . . ; { .. ··~ : . 

·croree. ti1e rem~ln!ng ill.lo.a . cror~$ WI$·~ accounted to~ by 

'the import .of bulk dxugs,11 A clc&e eewtlny of the .work

ing results of tho IOPL aur1nq.1975-16 showed a higher 

profl t amounting t.o fll.,a.w erores compated to 1974•7S ·Wh~n 

tho profi te were Fb •. 3 .41 croreo.12 The J.,ncr.cased p~&fi ts 

aurlng 1975•76 were attributed to an 1mp~vernent in tho 

poi'fotmence of tho M.shlkesh plnnt which r~c:ovcrOd f#:'om e 
loss of fb.2.67 cs-ores in 1974•75 to a ~.12 lakb prot! t !n 

1975-76. 

10. Ui :rec tor• s nepo_~rts, .1 DPL and HAL, 1977• 

11. 1Pi4· 
12. !SlS• 



the.HAL obtained meaure p:Ofits unU.l ·the .19'701 and 
letel' on 1 t has been continuoul'd.y -;t.ncurrtng n~ativ" net~ 

profit after ta~t • .ta .Ttd.s trend is shown ln ~Table ·3.11 

below. 

TABI.E 3.,11 

TREND OF LOSSES 1N HAL 

1913•74 
·.1914•?& 
. 19.71--?6 

1976-71 
1977•78 
1978•79 

' . 

Loas . 
(~. lakhs) 

148 .• 21 
321~96 ·' 

'291:,75 
. 6"1 .• 14 
222.25 
260.78 

.( esUm~ted) 
,..Jr.,,..._. ~ ---•c• ••·• . ,.. • ~----..... •~-•-. .. •~---~·· 

Tho reason f.or eonUnued 1oesea. in. that un:l t, apa~t 

from underuUll.z.ed. capacitles1 could .not .be traced to .. any 

specifi.c factor as such •. 

The low turnover ratio w1 tness~d for: the'{ public oeetor 

ae e whole 1s perUy we to over-cap! tal1aat~on neceasl t$ted 

· by the high cos~ of eapltel ~oodth The mol'e important 

question. relates to the choice of teehnology, choice of' 

investment .in right p:rocluc't. mix. lln<f cost ot .importing 
' . 

techtlOlegy to obtain the optimum benef! ts to tho economy .• 
. .. ., ... . 
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.Foz- . ina tance ,, tnvee t.men t•e meae .ln ,c.blo:ro·tet.racycllne hydto

chlorlde of tbe IDPL turned out 'to be lnfwetuou•• P%Obeb1y 

there was some :resistance by the medaca1 profec&ion ag-ainst 

tbe uGe of (:h.lorott?.trac:yc1ine hydJ'Oehlori.de fol' human U'eat• 

ment. 

3 .2.s Y.Ul!;gMQD · ef <il~ittit 

Optimal ut11lza·tl.on of capaci u,e& ana ju.dlei·oua selectS.on 

of, production S:tems,. :la th~ key factor to .seh1£lve self•re11enco 

.et a fester pace in any inaustty. l:r:onl·ca1.ty,. tb$ Indian dzugs 

lndustty suffers from tv.ro basic maladli!S$ e.xco.se cap&u;:ity 

ut1liaatlon ln less aemen<ted fomnulaUons; and uru.it!!':-eapac1 ty 

utilization of 11.fe•aev.1ng bulk drugs. 

. The MNCc have eemeo the noto.tlety of r~.so~t-ing to 

various unhealthy preettc~s to e;:tract undue .pJtof.i ts. ln 

lndia ·one of thelr well lUtown ,strategie.$1 has been tc pro

duce drug intetmediates in exce~sf ·of tbel.t 11~enaed capac1-

Ue:e, VJhich ean latear on be tUJe,d 1n :manufactuting hlgh•value 

formulaUons.. Table 3.12 clearly bringe out thi.s .aspE¥ct 

ana shows that some nine pl'omi.nent foreign companies have 

prodUced aHund some 14 drugs and 1nteD\$d$.ates in oxeGs$ 

of their 11cen&ed capacities,. iome ·Of the ·dwgo produced 

in exeess ar-e vitamins end intesmectlates uoed in top1c pre

pa.tetions., 

t~hlle mul t1natlonals th.rive on eacesG c.epac.l ty uU11• 

zaUon, 3uot ·the oppo&i~ phen01Jlenon cQn be witnessed 1n 



tABLE : 3,.13 

&XCESS PROOUCtlOt'~ OF CliRTAlN DR~ SY Mt4C$t 1976,..1? 

Sl Name of tbe 
No. Company 

Pe.zml... Actual E~¢COS$ 
Unf..·t dble PUclUt• prcdUO• 

capacity tion ts.on 

· 1 •. Burrougb& 1. OipbenUtm Kos 
Wellcomo Hyd~oaynaJ>-

thoate· 
2,.. D1~thy1 f t 

Carbamazlne 
C.t't~ete 

1~ ·~~'. th.·. ann• . , ·• .. HCl (8a:se 
· pure) -. ·· . • 

.2. Ptomettu:121no • , 
&.Chlorothlo- ·· 
pbylli~ate 

1,. teuacycllne tonnee 1?.5 
· .. 2• P:rotein ·Hyd~ · •• .137.s 

J.yeat.e . 
( t9r ProUne.x) . 

1 .• Cbloroq\d.n 
Phosphate 

:If 

~. ·Cynamiu . 1. Tetracycline~· , , .ta.s . 
6. ·ROche l.• D$.hyaroemet1ne· Kgs 118.'75 . 

Prats .• · f.t!bydHch1o.mdc 
1 .• Ciba-Ge-igy 1. Mttenyl t:t. 

2• Hepm-esol ;trt 

a. wy.ttth Lat>e · 1 + co~UcostetoJ.cta , , 
{Pl'ednisolonel 

· . · · ·2. 17•A1pha · · · ·. ,, 
Hyd~l¢1 PJ:C• 
gestercrne •· 

. . Cap.:r-oa te 

sts~.:?s 
~623 

900 

1. Calcium Tonnes 200 
Gluc.onsto etc. 

6034 

1351 

.. · .24.23 

21.1*7' 
395.00 

'769.00 
1.138' 
1106~6 

$25~6S 

7157 

101 

9.61 
2?6.25 

250.25 
Sl3 
296.6 

lSB.lS 

36 .• 7;) 

Source: Arunver to Unetarlied Question No.1332, by JyoUrmoy 
, , Bocu, &o,k.·"S.Ql\ba l?@~tM.th octobor 1979. 
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the public $e~tor. Tables 3,.13a ana 3,13b .bring out th'e 

details of 1nstalled/1i.c«m~ed cepacitles fot varloua dNqs 

ana actual pJ-oduetion .fhtn 1~7~ .... ..,~ to 19 .. 18-19 tn the .lDPL 
. . 

end the JVU..:. A scNtlny of both tt\.(t ·ts·bles g1ve.s· a grim 

pictu;:ttof the pub11c eecto~.pertomance an prQduction. 
. - . 

. The lOZ.,L Mt;h!k~th dia not' achieve full capsc1ty . .uti.'U.za• 

. t1on in any of the drugs end lt is very difficult to fUlfil. 

. this task1 as is evident f.J:Om the grsaue1 dec1t.no of p,ro

duction fig'Ul'es from 19"•76 onwa3:flo.~ Tbe per_tormance of 
. . 

- .. the .. lLJPL Hy·de.rebaa ls $O~at. be·tter. 1be syntheti~ Drugs . 

-Plant could produce near i.nstelled capaeitiett in isome ot tho 

. ·awgst aru:f in vitamins, $ru.l1g_esics ana psychothettapeuUcs it 
. . 

.evan exceecu~d. the ,capae.tty .• · Bu.t tb.e overall ,pe:rfo.ttiunnee 

remains di:aappolnU.ng, in the year l97S•?<i the proouctton 

of_ dl'UiJ$ we.o aoWhere neeJr thetlZ' l!eeneed capacl ties and 

some ·drugs we.r:·e not even i.n proauction e1 ther at tbG 1 OPL 

· ·o.r e.'t the '~L. The production of auroofungln and hamvctn 
the outcomo of .indigenous rQsee:tch and development 1s yet 

to commeaee at the HAt. 

The a:-easone for undo~Uli~etion of cepaci tv in. the 

industrial sector as a vmole ar.c: 'if'ery a1ff1eul t to est.o.bl1sh 

.ana they varv ftom inauctry to 1naustry Md sector to 

sector. A f,ederaUon of Charnbez: of ccmme~ce ana ln.auotrv 

study14 enlisted tho factors con.tnbutlng to under-

14. See, for detelle, lUM Sullet1n1 Vo1,.6, Nc ..• 20, 
May.1975, I:naien iJrug Manufactu&'&r& Assoc1aUo·n1 
Jlombay. 



TABLE 3.13e 
INSTALLED CAPACITY ANu OUTPUT Of SULK OH\JGS /\T lJJPL 

.1 ilPL &sMJsssb . 

1. Potass1WD P.enie111t..n 
(saleable) · .· · · 

2. SOdium Penicillin 
• • • w • 

3. Pro~a1ne Pen1ci.llln 
4• Streptomyc~n Sulphate 

lJlfL .. UXitiQJ!tUI 
. 1. Sulphanilemide 
2. Su.lpbaguanld!.ne 
3 • SulphGdiiddl:ne 

. ·4• VJ.·tamln 91-
s.. Vi 'temln 12 

· 6. Folie Actd· 
· ·7. Analgtn 
. a •. ~aopvn~, 
9. NlcoUn~mide 

10.,. Phenobarbitone 

32.200 

!)S,,ooo 
2)2 .• 000 
es.ooo i· "; . ' 

.. :..-
2so,oao 
·50Q OQQ '' ' ·, ·• ' ' 

ao.ooo 
5.000 
a.iOo 

200.000 

••• 
20.,000 
10.000 

t·· 

4.-.24)7 . ' .23.700 

31.324 20.980 
17.552 19.392 
·4&-.615 44.924 

58.920 12.10 
1as.oso 244.00 
4?2.·93~ 411.00 
21,725 33.05 
s .• ooo ·6.88 
.3.'633 4.42 

22a.ae2 281.02 
4 .• 361 2~46 .. ,. • •• 

10.221 12.55 

8.119 

37.435 
30 •. 699 
39.0~1 

.14' .• 05 
165~?0 

309.75 
34.94 
1 •. e1 
4.61 
; 

302.8S 
.10.93 

•••• 
18.51 

soux-ce.a Answer to Unsterred Que$tion No.286 by Govinda 
A~unoa,. ~Jat .... sa~e .. Ptb@te.l• June 1919_-



. TABLE a.13b 

LICENSED CAPACITY AND OUTPUT OF lDPL .AND tJAt. 

A. IMEL 
l,. Ejulphanilamide 
2. Sulpbactuanidlnt 
3 • AtetaD:olamide 
4. Amidopyrine 
s. V1tsJ.n 81 
6. V1tem1n ·aa 
7 ~ Fo11t Ac14 
a. Sulphanu~thizole 
·9. Sulp.hedlmetho·sd.ne 

to. Disllyl\ar-bi ton~ . 
11. $ulphame'tlloxr• · 

py.l'tdadne 
12 • Gdoeotu1vin 

.l4i .Hemyd.n · · 

2• Aunofungtn 

100 
250 
25 
40· 

120 
24 
?.5 

12-
30 
10 

.... 20 

6 

250 kg$ 
s 

18.14 
90,.40 
1.47 

.10;?; 

.29.-28 
(>.45 

3.23 
4~8$ 

Ncrt 1n pr4)ductlon 
...ao;ili! 
·(;(~ 

Not in production 
•do-

. " 

sou:r:ee; ·Answer to Unstarred queeUon. No.9271 by 
·Sh.attkez-air.gttj1 Vagbela, Lsk .. §ebJli.QRb,aks, 
.August 1979.. . · · 



89 

ut11itat1on of eapaet ty in varioue inch.u~tne;. Some of the 

gene.ral and common constraints .£Ji'e &h.ortagt: of power, in• 

aaequat& .&upply of :retrl mat&J'l&ls, 1rregulal' .$Upply. of coal,, . · 

ttanspott bottleneeks, adVerse 1nctust:a:1a1 l'elattons end 

credit.: .squeeae. The tiia.cken1ng of demand tmd cons:equent 

aecumulatJ.on of stO(;k$ ( etoek•P111ng) $%e alc.o otner reesc:ms. 

No.ne ~o.f theae i:'etu;cn&, howe~~r, seem to .. be tho main faCto% 

.· fol' . untzewt:1112~d c.apa<;i t1e$ ·ln . ·the publ.t<: $<!Ctor phal:meceu-
., ·' ; . 

Uee.1 units •. Mo.st of these fa(:tora v12., pC\\fer supply and 

co.el. supply ·.a·r:e unlikely to luave~"mean-t· much 1n ·ttte ·context 

.of the pharmaceutical industry · $1 · they do not ·bY and large .. . 

tig'Ute _p.t~minently in the- t>.rfXilucUon process • "ot drugs ~end.· 

ptuu:mae$uUcals except .ln. thft! m.anufectut:e o-f some important 

antibiotics, sera .and vaccinee. 

the public eector poli<!.y i.n l'egal'd to ~e b~lk d.rug 

p.:roauction and their subs~ent disposal tO tho private 

fomu1etors., 1nv1 'ted w1de ranging cri Ut1sm• lt han been 

el'gued ·that many of the polleies of i,ndividual public 

sector p.hamaceutlcal unit;$ arc such ce to consign the 

pub11,e oectol' to playing the role· of servic.ing the privato 

.eectox- units. including multinaUoneJ. e,om~erd.eth1~ The 

Eightieth Report o.f the Cotnm1 ttee on Public Unde~taklrtg:S 

(Fifth Lok Sabha) .brought out how tho HAL had delibct<atoly 

testrJ.,cted 1 ts own proaucUon of to~tnUlatlont GO oc to be 



a.»le to sell as larg$ e proportion. of lta output in bulk 

·. form to private c:ompsnlea as possible, eVQn though it io 

.more profitable for: ·tbe .HAl. to $e11 its cutput as fozmu• 

lattonc than in bulk fot'ftt. The Committee sumtt~ed up its 

f.lndings as followau 

The Comi t"o are cotu;trelned to conclude that 
.by showing exce&sive ooneem for the -:equire- . 
mente. of private vl&llers and .. l . L! · 

~WJ.I....s.i~~~~~~~· ~?!!. . rough. · · s 

Hence 1t appears that despite the afl&ignea objectiv~s 

end ma.s&1Ve capital support. from the State, the public 

sector Giia not rise upto. the exr.teet$tion6 detailed in either 

the Second 1~ l.an or .in the Hethi Coromi ttee Repol't. 

The growth of the phamace:uticsl lnctustry 1n India is 

cha~.acter1sed tnsinly by (.a) the domJ.natlon of multinational$ 

Who&e main tnter.;st is to maximize prof! te through the p:to• 

duetion of .leas r,elevant high value medicines Md to .,..e

patri.ate e large p.art .of th'& pz-ofi te abroad,.. ,and (b) a tiny 

less capable Indian private setto,r elongwith $ non-pexofomlng 

public soctor whose emphasis on the bulk production was 
taken .advantage ot .by the mul tinationa1s• 

. ~ ··- - ~. 



Despite the impressive record of the bulk drug pt-odUc

tion by the public #ector antl ·the tor~tgn ae.etcr d1d not 

resu1 t in reduction of quantum ,of imports., Contrarily the 

s..mpott& increased .by about 83 per cent dU.J:1ng 1918 1 tse1f • 

.In such a ,dismal &te·te ·of ptrtormance, lt 1& not surprising 

· that the dt:Ug industry lagged much btthind the production 

targets set by th-e 1'esk Force. anti . the· Hathl C01flmi ttee., f.n 

·auch a-peeifi"c ·product$ ·g.roupa .as:, .anU•tu".t¢\ilers, .anthol~ 

.m1nUcs, vi tamJ.no. and :so on., 
lhe .fof'~1gn unt t$. wt·th the11'·,. aav.aneea, sales techniques . . . . . . 

back~d by . sop!d.Gti·Cated eQUiPtOent an~ machi.ne;nt .s.ce_ountod 

fol' a .·majo~ .shar&, more. than '70 pe.- cent, of. ·the total sales 
' . . ,. . . . 

of the phemaceuti.cal, pnwctG in· India ·dUting ·19?5'""'19 
. . . . . . . -

pe:r!oo.., The multinationals ~herefo:te beo a higher profl ta• 

bility reUo of around 1.,8 per eent dur.l.ng ·this penod, hl,gber 

than the Indian Pl.'1vate tcmp.,nies and the public sector 

compa.nle$., The Indian private cornpanl·&s hod a 1&sse.r: stan~ 

'ing than ·tho ·foreign compenlea with some of the olcte$t drug 

house~ I-ncurring ~ven nege-Uve pJ."ofi.ts Sn 1976. 

1flh11e. on 'thE one hand mu1 UneUona1e w1 th their monopoly 

in some specific product group.s had resorted to diversifica• 

t.t.on euateg1es taking them into relat~d .areac, on tho other 

the public sector .concentrated meinly on bulk arug ptoauetloJh 

The pq,rfozmanc~ of the lDPt was f&:: .from sat1sfectotyJ the 

HAL has been conetatently incur:d.n\1 J.os-ees since 1973.,.74 U11 

now, The over ~apit.e11zati,on of the public: aectol' unt·t$ tvas 

elso another reason fo~ this _phenomcmon, since let:ge :ove:r:beacta. 



end s1Beabl·& depreciation provi s!ons erode· into tho n~t · 

profits after ta~. Wh11st the foreign. multlnationale 

thrived on exeess p~odueti.on ·of high pay-off medicines 

than the licens~d c.apaetty, \h'G public sectorr un1to did 

not &bow signs ot reaching enywh~te neal' thei~ licensed 

capac1 tiel:l fo~ many l>ulk ana .synthetic drugs.~. The :te-o • .. 

search e.fforls mad.et , by. th& public . ~s•cto;- un1 ts., whie.h, 

unli.ke the mul·Un.ationels• arriVeei at ·th• dist:cvexy of 

new drugs .l'elevant fol' · tzoop.t.cai{}J d!~eaae:s.,. were not fu11Y 

uUli~ett. . Tbie can be seen: tra the absence of p:s:oducUon 

of two dJ:Ug$ eu·notungln a.nd hamytl.lh 

lienee.;, . the ove~'J.l pictu.re o.f the perforntnneo of tho 

drug ind\u)try a$ a .wholta' giv~s tne . ~snpresston that .1 t is 

unlikely to achieve .self•sufftc1ency in .dwg p%'oauct1on at. 

leeGt till the next five year&t eelf-rel!enee of course le 

even more of a f.a:r cry .• 





CHAPTER IV 

TECHNOLOGICAL PERFORMANCE AND RESEARCH AND DEVELOPMENT 

the clesaiea1 .economl.e:u argued that technologi<:a1 . 

. lnvont1ons and innovetJ.,ons t~exe fr~quently• even predomi• 

nantly._ maao possible by 1nct'GQS$.ng $PQC1al1:eU.on end 
dit.f.er.entiat!on of functionl ln the proc~aa ot pi"OttU'C• 

t.ton. Ma:rx in parttc::ulor- luUJ dts.tlngul8hed· sharply 

betwecm two different oJ::gan1:aUonal pJ:Oces:eec;• via. 1 

the .intJ>eotdng div1e1on .of labour end the· .tntroduct!on 

o.f speciaUz,fX'l U$h1ts.e:y Which ~esul ted d.iJ."octly 1n 

higher labour productiv1 ty, aM \~i.c:h w~nt of hand in 
t . 1 •land. 

These two · ln·ter11nkod protes&«U» also bad the ln• 
I 

direct flflect: of making the pr<>cess ot production rnoro 

amenable to the oppllcatlon of $Ctentlfic pd.ne1,p1os and 

;t:onsequently widened the scope for: tochnlcal !.nnovQUon. 

The ,proceG&os ot spec1aliaetlon 1\av~ onormoucly 1~creased 

the ccpat1 tv to pzoauee, .end no doubt also the .rate of 
' innovation ln lnduGtl"f·• Hot.veve~, epecialiaatlon particu-

1ar1y specleliaaUon t.n the ct-eatlon of 1nnovet1ons, hea 

another aspect. 1 t opens the way to .ap;p%'oprletion of 

knowledge by 1ncd.:v1dua1 fil'mth The knowlodgo, usod ln any 

perticula#i innovation tGnae to be so .blghly $pocia.1.1zed 

that 1 t may J:emaln &peel tic to th.e !nnovetln; fl.m for a 
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long Um:e. 1n fact .as alearao, tiarx anti S~humpet.er co 

~clt'arly ~eoognited, the pos$1bi~1 ty ·Of appropdatlng 

know1eage•techno1ogy to be .more prec1 se, it ~the mainspri-ng 

f)f innovats.on, W\d$.t' capital.lam. l·nnovation need& oeol'ce 

.re4oturces of skill \*.11\lch ht;)Ve high opportuntty coat .• Fime 

~1l_Mt tnvee..t in the$e ~e$Ourc•~ u:nleao· th'GY .an sure of 

' getti'ng a. !C'eturn on themw · They t,"Jill not· get a .return J.t 

their innovaUons a~e ~~dJ.a,ely 1ml·ta~ed by thei~ com

peU to:ra,. Consequently t the appropJ.i,at$-on of. tec:bnologlciJl 

innovations ls . not simply. ' :pervene outcome of ·!,nctealf..ng . . . ' ' . ' . .. . . . . . ' 

.. spectal$-aaUon. lt t .. s a nec.eQ&•J'Y c&ndt.Uon ·tor in.nova

~on to h(lpp~n at ell .tn a m•rkot econ.QtnY• By corollaty, 

film$ .l:nnovG'te in el!lp$CtaUo:n. ot ~o · eom~ol'd,al aavt)nt,gElS 

. th.ey \'11111 get ftom monopolii-Uc control · ov~~ the new tach..; 
' . . ' . 

nology,.2 

\U .. th this percpecUve, the queetJ.cn ·of technological 

innovations and Research and Development (R end D) .S.s 

approached in order to trace out ·the undet:"lying otr:ategy 

and p.t-acuee ot varJ.ou& fi%11lc in the drug ~industry 1n 

·India. 

4.1 Jilmttuts ot -&ch"plogj · 

Technology· as· a specific • factor ot p.roduction • .connotee 

- the appearance, tirst, at the Iwel of social div1alon of 



labour, of dettud.ned fotmt3 o.f ptoduttton.- the p:roauc:tlon 

cf knowl&dge f&nd teohno.lo;leG with a vie~; to px-oauct.ton .,. 

togethet- l'li th tho eorre~ndtng catego~iet ot wot1<era1 
.... 

:reseturcber:~ and en.glne•rs. and .ttecondly,, of t:raue lri the 

:results of this producUon.3 This 1& tb~ $!qni.f1eanee of . ~ :· 

the defin:ttion of 'h$chnology a_ar.p·ted by UNCJAD111- · 1n generGl-1 

technolog-y 'cmctctti of the· paeY..age of •$k11la, :know1oage, 

and procenul"t~ (S<.P) for ·.tnald.ng, using and doing ut~f\11· 

things• .• 4 l&cbn.o1ogy tren$f$rt then, .it the .pzoeeos. by· 

Wblch tbi$ packego t.ete . fJ>ctn one p$t"80P ~ tm·Oth.St:, 0~ 

f~om one .plate to e·neth.ez or from on~e flm to anotheJ:.5 

Drug making invoxves ;·upetposl'tion of various tiliage.t 

of .. ,.tecnnologieal r.equl~emerrt'S-• In tb• dl\tJO lnduGtry • c 

di&tlnetion may be i'lU1d. betwee-n-. three ty,pe$ Of tlitbnology; 

px;-oduct ·t$Cbnolog.y, process. teohnol·ogy· &nd packa.gtng tech

nology. 6 Px-oduc t techn-ology included. th.\1 di sc:overy of new 

dJ:Ugs • the mo$t difficult, eMp~n$iV& end 1engtby pa~t .of 

tGehnologiee1 innovation in the ,lnduettyt proc~#$ teo.ehno

logy compri,aes J.mprove-m~nte ot ad-.ptatlons 1n the pt·o·Gtuo-: 

tlon methOd& tot: g1v.en tll:ug&; wner«tae innovations in aoaage 

' -
s. Lav1rence H. wo..-uel., ~· £U.,, p~2• 



f'o.&m$ .•. :packaging, , stoJ:ate ~tc,. toJ."tn pacttaa~nt"" ~chnology .• 

these tt\re~. pacJ;;.agea can be c•11·ed the ,speci.fic subwo 

packages of tochn~1ogy. ill the J)b&msceutJ.cal industry.? 
I 

.A brl.ef eomlnaUon :of tlu!$9 t..nJbpecltege:s of techno- . 
' • . l' ' 

logy v1ould help t"bce some basic fea\u.r:es of dt\tg rnenufec• 
' , ' ' ~ I ' •, ~ • ' ' ' ' < ! 

tut:in~h Flrstiy• the active ingredient( a). muct be. tnaclo . 
. ·- . . . . . ' ~ '• . . . -. : . . '. . . . . - . . 

sv~1.1ablo .bf 'tecot.u:·;;e to na~l. ~b$tence.s:~ :c~Kmll;ca1 
. ' '· . . ,· . . ' ' . . ~ " . . 

synthesis ·OX' ot.bet proc•sseth . s~ona1y,f ective lfl9l'~dient" 

muet be purified. ant~ made· suitable· :t:o:r s.pplicauon to 
. . . 

human .beings: snd/or animalc wltheut l'1$k o.t 'UJ\80-c.)ptcble 

beaal'ds. ·ru.:rdlv. the ~1.1.19 must be g!ven the phy.clcal 
~ . . . . ' . ' 

shape most suited to the pt.u:poEle to:r Vlhtch :lt .lf:l inten~ •. 
' ·~ . ' . . . 

; . ·. ~ 

The c·ontro:t of technie,al pMcesaes a~d. quality .al'e the 
,, . . " ' . 

othe:t &teges· which are itttpo:rtsnt.. P.Wg~t<ing in the. 

tl.nal analysis, 1.$ to give to active ingredit;nts ~a foJm 

whl~h ·rnakeo po':eib1e theil!' absozr>Uon by the human ol'. 
' . . 

anknd.. body• so ·ensuring that 'th& declred action i.e 

achieved in _the mos-t sofe and .~&p1d manner. thus the 

mei.n techn,ology elements in dwg motd.ng al"e the .active 

lngroctlente - the so called 'l'ew mete.d.ala•. 



the ro:~eeJ:eh · corasciousn$$1.\ 1n tho Indian 1n<fu·ottY · _ 

lt yet to c-atch too-t~h Tho ·flnt R and o laborf.ltorv in 
. . . 

lneu&t,ry \VtttJ st.a~:tec£ in 1928, but the eommltmont to R .and o 
ln tbe .lnd.ui!lt:r:y te a poet•i.ndependen:eo ,phonomenon. The 

(· ' 

goveX'Iln'ten:t hee. ~l$0 eonu1buied ~uff1~1~n_Uy to gGn~:rate: . 

R and D potent1a1 toa? the uwg 1ndtlstzy ·in India. by ~-. . . . 

· eou:raging .rtGeanh. depaJ:tmente -and d1 v1slon-s Dt the u.nt• . . ',. . . ' 

varsAtiet and ~8ea:ch o·roani~a.tlono s~ppc;rtad by the 
OOVJ;}l"fm'l~n t:t . . 

' . ' . ' ·. . 

Thtl'e · at:e -a~wnct' 2& R and· o ct.nt=:et; in India whi-eb · 

a.re currently c:arJrytng on r-esearch ect.ivttl~s both in ·the 

public en(l the p'J>iva-M· (_lndudlng forotgn) $ectoro (ceo 

Tt:ible 4.1) ., These ere fullflodgod .in$t! tuUono eonti'1• 
. . 

bu.tt.ng to the aaven~ement o.f t.ehno1og1ca1 11\novatton~J 

and indigenous 9. and o. .Amo.ng the foreign mul Unationale 
' . . 

C1bat Hoe<:hst, Glo•o, Pli$!:01' ,and Sandoz havo large ·cenb'oG 

wlth well orgaN. ted fne11i. t.lea t':lhleh r~;~nge Ve%f widely ln 

their aeUvitles. A tew of· them llko Clbe., A1Qnb1e and 

sarabbai' s have fectl:l tie& :lo'r baslc research as well.,. 

The .l'esea.rcb an4 csevelopa.ent acUvl tt·es ot pha ... 

ceuU~el tnuust!IV i.n Indie u~ locatG<t S.n 'tbroo ~clesses 

o.f organizat.t.ontu 

(a) ln-t'tws~ .R end D ln pdva·te sectc.ua 
(b) R and D in the pub1le sector' and 
(c) pub11~ funded R and D ln$Utut1ons. 
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TABL£·4.1 

R AND D CENTRES IN PHAJVII\ACSJTlCAL lNP\ISTRY 

sl. 
No,. 

1.- .san.do.· ·•.· (lndla) Ltd, 
2~ Searle (1) Ltd.-. 
3~ Omanon (I) Ltd •. 
4. Ci5a ,of lndle Ltd. s .• ,~lntilan\Organic Chem1ca1s.Ltd. 
6. HQG.Cht.rt Plua=a..e~utitels .ttct. 

. ? • Bxcel Inductd.e& · Ltd,. . 
8. Chemical lnaustdeo .ana Phatm$CtJUti• 

· cal La.boa:-ett"Jries: r..w. , 
9 • Tbe N1 tson La.boretod. ¢'8 

10. . Reptakos and Sorfjtt and Co, Ltdt 
11. · Un1churt Labs Ltd. · 
12 ,. . UU.cha:r:d.4!ion Hlnauetan t. td. 
13.. Glexo Labs (1). Ltd• . . . 
14. the .Fail'deal Corporation ( P) ~td. 
l&. C-adile Labs Ltd. 
16. l'fyeth Labs ~ta .• · 

17. Be. nval..l·mm.·. unity Co •. Lt<l. 
lS • Dey 8 Medical s·tore-s (.Mfg) P., Ltd. 

19. Serabhei aeseai'ch Centre 
.20• Synb10t1C$ t.td.t 

21. Ranba~ Lab (P) Ltd. 

22.. lDPL (Synthetic) 

23. lOPL. (Ant1b1ot.1e) 

24, Haf'fld.ne ln$U tute 

as. suneata L~ ( P) L t<:i. 
'· 

Bombay 
•cto
-<Jo-
-do-
•dG-· 
·-<io
·•4o--· 
..-do-· 

-do--' 
-do-. 
-dO.' 
-~ 
'-do-
•dO• 

. ·-do-
·-c!OW 

Calcutta 
'-do-

Buoda 
-40-· 

New Oolhl 

Hyderabad 

Mehikoob 

Puno 

:IndOre 
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·Tho in--1\oua~ R and o ectiv:l ty srnono the lndf.an pdvat·e 

com.panl$s, baaing a tcww like AlGnb:te, Sartlbhal~, Utltth~·· · 

.etc •. !s almoat ln:signtflcent. Even tb<!' drug mu1Unetlona1s, 

which .&l'o supposed to b~ pdmari.ty cr1mted: towards lnnov~ 

Uon ·thrcu~b high l~el.s ot in\l'estment tn .R. and D actiVity 

aimed at the discoveA' of n.ow csrug·s, de not tnvo~;t consider-
-··)f<- - '·.~ •.• ~'"'t·~ 

able ~ountG in .R end ll ln .1nd1th· lt. 1.$ not to $uggest that 

large eompe:ni~es do not pool tbo1.r ,to;soutce& to flnllnes re-
. ' 

eeenh, aAd .attanpt et id.nimldn; ·c:osta of ft$earcht. 

American f1-.s e•e •1ready :~locatlno. their ·~t!Uvt·ti.es l.n 

Vio4ltorn su~ope; no·tab1y ln the U'nt. t\ld Kl;n.gdcm• in otdet- to 
economlse f~>om the di ffelenec$ :ln .ealaJ:Y p~d tn the t~\10 · 

countli.es, 02: .clinical tl'i:als ·of some di'Ufl$. ai'o car.r:S.ed out 

tn · Latin Ame:d.c:a, l>Heueo gove:tnm:ent J"Ules thoro are le$.a 

atrict.8 Pf1zer•e. reeearcb tatt1v1t1et a!'e mainly eard.od 

out in tho United state.t1 the United KlngdOin, Gemany end 

France. Anoth._,r American Comp;ny, Wyeth,, ·on the other hand, 

hae oe1eet$d the united 6tf;ltes, the United ·Kingdom and &leo 

lndith 9 l.ndJ..Q . w•t included becauao of the avallabill ty ot 

trained potconnel. and also boeo.uce e certatn mount of ~e

sea:J:Ch bed earlier been unae~taken. Th£$ ~Qlocatf..on by 

s. A.• .. Ci1lf1q1nglu:t Iao1ter .9-f.lftbotl.op .ta& 2bemaGt-Ul\• 
&11 .Sibim~GMit QECDt .. ·arts, 19 , 1>.2 • · 

9 .• '"'"'· 
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• 
trai!~at1on of goograptdcal conc~entrnUon 1n R a.nd D !,s 

taking pleee. Not many phanu!ltwt1~a1 mt.tl tlnetlona1 

giant$ have chosen thiJ:d Woi'ld counbi.es fo~ their :.e
seanh acUVitlet. Tho l'eaeons givon fot not ~con®cUng 

R tmd Din local units r11nge from leek of sk111ect, tralnO<J 
.·=--.· . 

manpower. and of infractJ:uctuttal .faeil1't1es to ·the .absence 

of conducive tochno1og1eal Gtmoepher.e. But the. ,Indian caoe 

itself would be euff1c1ent _to dlcm1se this· aqwnen:t. '_ In 

· t~c-·t,· India. 'had :been. p1$~ed in 'State lV' ·of UNlOO Cl~t~st~ 

flcfitlon:,, vJbere countt'ieCi ba'Ve .teaetu:~d con.sider-able .1&v<!1 . 

o·f aelf~sutftcteney, or1en'ted towa,;ds full .integ~Uon into 

tnetr -t~Conomy· ef at least -the me1n sectors ot ·th~ pharmaceu

t1eallndustzY.10 Hotsevor., 'tb:ls dt.d not v1ve much oncoureg~ 
' mont fo~: the mul t1nat1on61-$ to cal'r:y' out either -baeic Ol' 

appl.1ed .:e.eoareb ractl.vt.ty .ln. lndl.ti,. Moot of ·~e r:t\11 tl• 

naUon·al·O do not deem 1 t fit to 1nvect in .:ea.ean-b aimed at 

producing dcug:s for tnp1c,o_1 dl$eosos,. 

OUt of 45 ldent!f!.ed FEflA ~ompsnie& only 1· companies 

pertom R and D in the manutactuxe of baste drugtt ( ane 

Ttlble 4.2). ·out of the 14 compan1o:o shewn !n the· Tablo, 

? mu1Unat1onalc.:• 4 lndi,an pdvate, end thJ'eO p.ablic eectoJ: 

unite t~J:e takl.ng pa•t in it and D acu vtty of baste drug 

:man:uf.actu~e. The· common p1,~tt:e tropical drug$ enUfllad.ala 
--·~- ~ - -
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and antimalarials a.re manufa·ctured by ·unlchom and 

.8-ong.r.l Immunity,. bOth lnd!an companle.s. whll$t the 

fol'eign units concentl'ato thot,x- reeearch efforte ·on 
< ., 

high.:..value drugs like f;Qrdi.ovescularG ana dl.ui'&U~&. 

tABU . 4,2 

MANUFACTURE OF BASIC .DRUG$ 1ft tlii ,J.4 FlRMS CAAAYlNG . 
OUT ft AND D .. 

~ ..... ' 

ibUU!Y:tlf-Cilt.taG · ·ami 

6. Antldlabot1¢ 

1. Anti.fllecla! 
8~ . AnUm41arts1 
9. Anti t.a. 

10. ·Cardiac ONgs 
llit Diuretic 
12. steroi.dll 
13.. SulphQ ntug& 
14. Vitmn1ne 
15. TranqU111aere 
16. Hotmonea 
t• ., .. r I- R P. 

· The latger companies in the industry ln geoo!:Q.l 

QnCI.lll the mu! Unattonal tecto:r: in pa~:tlculot ar(; 

supposedly h!.gh!y R and o 1nt~n$1Ve •. Not many otudiae 
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exict. in .lndia shOWing the a $nd o intensity in tems 

of_ :per centages of seles-1 net income, _ and caah lneome 

(net income aftolr taxes) in¥f)sted by pha:s:maceuti.cal 

companies. .A .zoevlet\l o.f R end D :expen<'iltur:e in 19'?4 

.(cee Tables 4.3a and 4.3b) f.or dngs lndu&try J.rt lncd.a 

reveals that the total expendi.ture on .R ,and D was 2 

per cent of tumover-1 \vhlch was fat: above the R :and D 

expendt tuna ot many otnet 1nuuatt:toa, '••9• toxts.les 
·(0.1 per cent),, ~ber prodUcts (0~6 per cent) choml• 

culls end ·ebemle1.l1 p.toducts ( 0._1 pe~ con.t) ,, and :englnee!'

lnt and machine bu!ldlng (o,os per cen.t),. Tht;1 avoHge 

R-and D.exp~ditw:-e ot .-ll.the lrtdltstd.es le o.o& pe~ 
~cent of the tumove~. Compa~ed to thi$• .1n the. us, 
expend1tuJ:e on phatmat:euti.cal.R .and D ln 1975. was G.S 

high- as 4 .• '7 pel'· cent of--sales volume and 1n excess of 

so per cent o£ profits, which was. surpaosed ·Only 11\ the 
ratio of total . R .and D tucptlf1.d1tuu to &.ales volume by 

the o.ff.t.ce equipment onci, compu.ter industry with s.6 
per cent, anct :lt~atrumentatlon induouv viS. th 5.4 per 

. I 

·. 11 cent. 
·tAStE 4~3a 

R AND D, EXPSNDlTURS XN THE MUG ·INDUSTRY, 19?4 

B , ana D as per Cl)nteoe 2.00 
of turnover 



TASt.i 4.3b 
a AND 0· EXPBNOITU1Ul • .A COMPARlSON 

·r. . I · ~·- -" •. - n ·_Ill ···• uatu I r · ·· · •r• ·· _ht .iY u• a " : n · · n·1 

.Rubber prowcts • • •. 
Cbel!llcalc ana chC:mlica1 
p~oducts 

·sngln. e. e.r1ng :and machlnt 
bUll ding 

All lndu.$Uiet (~verage) 

o.a. 
O:f6 

0*1 
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A number of ctudl.ea ·have been lllado by oconomtsta 
i.n an attempt to aotemlne the economics .of lnnovativ$ 

activity itt the phamaceutl.cal 1n®atry at the tnto~ 

naUonal lcwt1. ibt> at.J:Ong esQoc1at1on ~:>$tween ~·esoel:Ch 

end ·the 1ntroductton of now dWgc la well etitabliohed 

by now.12 Howev~r. the:re &te quest1ona llko whot ic 
' 

the optimal o1'o of R and D unit fo#' & fim of givof\ 

capac! ty ,, and \11hother· tho p&rfomuco of ·tho R and D 

un1 t i$ propo:rti.on~l to the Glle of the f13.'m, or what 

is the e:ffec:t of diver.ilticatton 1n reteai'Ch on rick ot 

R ana D tnveGtm•nt ana to on thet e1:e ot111 a~:eae of 

dispute • 
. I" 11_:;:···1) · ·t _n· m. r_ r·r·ri':JJ r·uu: · ,._,. ·•r · ·· ·z ·· 'i'q ··r ., • 

J.a. see" for eaernp.·l. o1 J,o, C.:·ooper, ~·rbfJulmf,cc "l'cPA!I. 
MllCi~lft. Am. eucan .. um.ver;sity .. ' .. ~fash n .. gton .•. · ..... · .•. "l · 
19 OJ G. eelJ.nrW th, ·•comp.a:ratlve lntemaUonc 
Soul'ces of lnncvat1on·~~ ··Paper at the II Seminal' ·Of IDft'GI Q(. PJlil!&li\!S ~~At\9J911l!!Jl,ADd, II·QDPRJ.t,q, 
~as ngton, o.c., october . 9 , . 
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In atud1E!$ of R and D. spending dUJ"lnt the 1945-62 

ped.od for: thG u,.s. phal'maceutical inaustn-, Mantliel.d 

and Grabowsk1 both con.c-uded thet tho t&·J'ge:.st dtug fi.zms 

dl.d not t~ptna mo.re ·on .a and o, l"elaU;,f) to e.ales, than 

did somevmat'emal.les: f1ms~13 on the oth~rhand 
Schwartzman ·rejected thes~· earllor -conclusions on the 
.baCia of .bl$ ,CtUdV .of th.o 196~?0 period. ·· Ua1ng labO

ratory empt.own.ent data . i.n .the p1.aco ot R ,find v e:pendin.tJ 

data t-o measure ~te$·eaJ:ch effon, Scb-wa~t%man found · that. 

J:e$ea~ch ·-etfctt .increasae. more than proporUQnally "4th 
.. 14 s.iae. · . i, > 

Vlhether there f.)xls:t etgn1ficant ~certomle$ of scale 

l'u~c been examtru'id by ceveJ:el S.nveatltators.. Comt:JnO,J' 

studied eeonotn~.es ot' sc•lo tn dXu; Nsearcb by rela.ttng 
. . ' '• ' . . ' . . . . ' ' 

the new di'Ug pitOduct output to. fim s1.zo lor the 195-5-60 

ps~l.od~ He concluded that there were· ,substantial dls-

. l)codomtee of ccaie in ft and D which. VJG~O aaooe1~tod ws.'th 

.largo fll'm &lae.tS· ln a $epara.to etudY. of. the most 

!.rnportant ptu.amac~ut1ea1 innovattono S.ntnduced botwe~n 

·193& ana 1962:, Schnee tound that ·the lal:toot dwg time 

did not· pll'Octuce a dtep~oportionetety large oh.ero of the . . 

a ··. t f! _J ilt. ~- 1 
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innovations., The phamaceuUcn1 f.lms that contribUted ·the 

most 1nnovauone 'Rtat:tve to their td.ze1 '"'&-c no-. th$ 

·lal'ge8t fizmc but· eomewbet etnQU.er onoi.~16.. ·.· 
. . . . 

140n nc~; lnv~st1gatl,ono ot tedthical . change end 

fta $1&e ~futo th.o C:omanor and khneo cono.litstons. Fo» 
the 196~10 peJ:ioa, Vern.on and a.cen found ·ibat ·~a~er 

·. . . - ' . ' 

phatrnacwtt~al• fl&m$ appeai'Gd to have <Sectd$d advantagl,s 

ove..- tnna11e.r &me$ ln ·accmnpllehi.ng ~nic~l thtmge·$• ·,Tboy 

dispnv& Com~n~l'•& "<llte¢o~es; of ecm1e·•'. hypothes1s.17' . . 
Not ..uany d.gotous atudle·$ of &Wle1! ftet\&re .have ibeen 

condU~'·\ed t.n',lntae. ·A eonven.Uontl .. pa:.enlfltot •· the a and D 
.· - ' .,. ' - . . . .. ' 

effoJrt . .sa a funeu:on of· f4.:r:m sJ-2i)., V'Alteb ··i.t mru1su~:od ·by 

the p&~ ··c.on·ta{Jt.l of e~es ·turnove.r ovote~ to· ~esoa~h .... 
, . . 

. . ' ' . ' 

is app11~d ·to lndien. pb:a.mae:eutlc.el iru.tu.atcy ln the p~~sent . ' . - . '·. 

ctuc;yij . Data ot a and D tnvestmmt aa pQl" cen·ttge of sales 

tumover; to ;pre:sented fo~ tho majo.:r mul UnaUonel phama-
' . 

eouttca1 compantee tn lnd1a ·in tabl~ 4+4.t T11e eeria1 number: 

of the OQlnpanr libown in tho tbble !nd!·c~rt.e~. th-els- rank 

t.u;.coru1ng1y -b&$"d on their tales ·tumcwo:t. ln f!eenJ. 1976. 

The R and D expendt\ture of th•'Ge fizma nomally ranged bot• 

ween 1.~ and 2.5 per ·tent or their Galen ~movel" dunnu 
1914 ·. and. 191& poriod,~ vm•rene the tnaJoJk drug mulUnet!·o~als 
16 •.. sororn,e £ •. sc.ttnofi, 'l•:movetio~ and m~cove):y in ttte u.s. 

· Stb1ca1 PhamnceuUc~l 11\dUctrv• • in fh Mansf1e1<21 
Btlltt!U~,-l9!1-~ft81&1 ,,. 'A!Siril §;QmgpJJ.sm,, w.w •. Nop 

. ton, Nev"' York, 1. 7. • ... h~p er 8t, 
17 • .ln fact, Vemon~Qtn h$VG empl•yecl th,a ·data re1&ti.ng to 

·leho~a'toJ!V pe~a.,.l)ol· and $0 on· to moa$lU:e ~e effo~t. of . 
R tiftd Dt sea~·· John. v:emon end Pete%' GUsen1 'i~JmJ,eal 
Change $~d F %t11 Sl~et ~he fhf1~aceut1~a1 Indu;J~"; aQ¥&m! 
a'. fit;RJl9Aili,s&..ans& "MI.Uaii,!• Augua t 1974• P.P•29+-302• 

ltl. OPK hal put the ev~rege. R end .. D f)~ependl ture tn 1.974 
et 6~45 per c.ent of t ts tu~over tor 1 to mmtber tOi'ltp.an!os. 



•Aate 4 4 ... ,.,~ , ' 
PS\CENTAGI OF 1NCC»AA lNVISTSD ON R AND D fO SALIS 1'fJRN.., · ona, ,,,,..,,s 
ansa liiln ·rJtC -_- ... ,. -·· 1. r·.-_u· t lllilf!--il'_rt:i .. a· -Ks:it ··- THtt ···-,i,_,t7 __ .Jt.rMa.rv · ~a_· __ · r.···.,·..;_-_~:·)_--

1 

1. Gl.exo 

2. C:lbaWGe.Sgy 

3.. Pl1101'' 

•~ Hoechet 

a .•. sonuo1 
6 .• .: Su1ur1cs-Gei1,W 

' 

1• Geotffty Manne&'$ 

8.. C,n$ml4 

9, Pattke-Davli-

J.o. A&>bott 

1&,. Sm1 th, Kltne l:~:cmch 

.12. Bunou;tu~ Wt~ll:eome 

13. M.chal'dso~rutuoun 

14. hot~ 

15. RoChe 

16. Mcu:ck, Sbe~-p en<~ DOhme 

1?.-. May and Btker 

llB• W-ame~tncruotan 
19 .. Geman. Remedies 

ao. savez-

Porcenta;o of income tn
vec:tod on a 41ftd o baeed · 
Oh sales tumovor 
1'973 

.a 

3.00 

v .• co 
.2 .. ,.oo 
3i,90 

a.-ao 
0";21 

1·30 ... 
Or.?!). 

o-..06 
1.00 

0•40 

o.-43 
0.40 

o.!)o 
0.55 

0.?2 

6.47 

1.10 

N,A.t; 

H!.l 

1974 
4 

3:.00 

·6.10 

.2.00 

4.,40 

3,00 
0 .• 23 

1.00 

o .•• 
o.m 
o,.4o 
o .. 60 

o.42 
0,.37 

2.00 

o.4s 
o .. so 
6 .• 41 

l.AO 

N.A •. 

,N.f;l 

6.80 

a.,·QO· 
3.10 

1.40 

o.63 
1.00 

o.ao 
·0,10 

0,.40 

o.?o 
·0.33 

o.4o 
1 .. AQ 

'""" 
Qtlf!$0 

0~90 

6.35 

1,.20 

N!A-. 



1. 
-- i_· ~~ ·il · _r a_ r' t "· t ··_ ·• · u ·d oo c c n ·- r ·· ·•11 n an I .. 

21.. ioeh:d.nge~oll 

· 22. a. Mel'Ck 

.23. Jobnoen .a.nd c$!ohnson 

24~ Ol'gtmOtl 

as. \'Wyeth 

·26.- ·· inatan khe.t!nf 
. ' 

27. Dupba;r" lnterl_.tn 

as.·aouosel 
! '" 

29 ~ ·Anglo Fllencb 

so •. ·sthno:t 

31. · · St'arle 

32 .•. U.,$.. ·v1 tamin 

33. e .. a. Pultotd 
' . 

.a 
' < F fJl .• ij"IJ·._ i.f iJI\i"j"" t H.:.t.· 7S ~-it 

2.-10 a.oo o.50 

o .• :st o .• sl o,.s, 
o,ao t.QO 1.00 

:t..oo l~.oo 1.vo 
4+95 -4~ ?1 4,.,18 

2.45. 2:«11 1.,6$ 

N.,A. .N.~,A, . N~A• 
... 

o.ao 1.10 ' ·· o.eo 
'.1.?0 1.70 

2.60 . 2~59 

a •. oo s,.oo· 
0.,.30 0,.60 .. 

.. 
o.ao o.2$. 

2.30 

1.8& 

3.00 

1.30 
o •. 4s 

34. · wandeJr ~,~~~ ~,t;·· Ncgll•.: 
gl&le 

as. soeehem 

.a& •. eurCWJo.tl 

37 *· ·Unt.aankyo 

N11 Nll· 
o~.lo·. o.?s 
Nl1 '11.80 

N11 

o.84 
10.65 

$Cul'ctuu (a) Rsnk btdtad on calos tumovel'· of Ficcal 
J.9Y6• cn1·eula·tod on the bf.Ul1&. of 
Table 3.-.5.. · 

- --..... _ -- ' f'l 

(b) ft ,ftnd D invootment date ~:ompl.~ed. l=m. 
· 'Papa. t , 1 .. ·.Cl.ld •. • ... ·· . the.:.· . ···'.~bl,o.· ... · of l..ok. sa.bha' • 
. t~~!96/17 • LOk Sabha SOC::J'eta~at1 

M.A. = Not av:a11ablfh 

i 
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in th~ worl·d sp~d typt.cllll.Y batw.een 5 pet:' cent and 15 peJ> 

eent of their Qnnua1 .tumovai:- on R and u,.19 . f~ovJevsr, thla 
' ' 

i$ not the ca:se ·With phallnaceuUca1 mul.U.netlona1G 1ft 

India-. 

Rot~a~h e~ndit\tl'e q,t an tndlviduel firm, in pdn

ciplt .. should vaJ:Y •4 til· ·the Oi~e of, tho tim in t.-e of 

tote~ cap! tel o:c ta1ea volume o~: the ttwnbet' of· cmployH,o.,. 
~ . . . 

· ' ' 1eat._. in \he la~e unltel. whlc:h .. are· ~u;ppoaodly 1nvo1vod 

tn beaiq J'GGO&H1h But 1n ~ur oxamina.t~···· ontv. ea1oc 
volume erite#.cm · io· u•ea to··rnea$u" the $.l .. ae ot the f1m . ' . 

· .an.c:t subsf}.qUent · tnvoetment .ln R Md D as a per centt.tgo ot 
' '. 

sales ·vciUtnth It .. 1a f.oun~ that th~ nnk 'tcrn1at1on co• 

·efflc:t•nt of a and D 'O)(Pettditure and tbe eiae ot the fim 

ln l97S wo:rk·H ·out to .~a meagft' ·0:.01'497 to~ tbe 32 f'o.retgn 

· compatlies,.20 s-epresenttag· • ·rnaqina . .t ~e1at1onshlp btttwt.Mn 

tho two. 

G1 ven the· .a.&a• of the tim a& measu%'ed by t u tal~c 

tu:movor, e d1l'ett J>elaUon b~~ R anc.t D expendt~o au 

a pere-ttntage of aalel arus f:ltm• a elt~e io. alff1cu1 t to . . 
esteb11ah a~s t.s ovtdent tz-om the ttlble .• ·ctba-G~igy with a 

oa.J.os tumover of R$•3319 lakh.a baa tht.J &ocond hi·gb~s.t in

veatrnont In ft and D nt r& •. e per "nt, but otl'.engely May and 

Bakel' w1 'tb e sa1o;s ttlJm9Ver of ~.eos lakhs in 1915 mado 
. -·· !Jlitff'f II. i 8 I _ lf?R'.- TJ 'Hl.f _,J:f.111$1;dqt IW)l;( - _ Jl j ..... D tr I ·_·_y 

18., ccntd,. 
se.e •.. the P.fe&:ident ... • o Spe~c;h., O~Pl, ga.~ %.· ncidontol.· 1 y 
the compen.tes analyzed .htft too, or.e aii"'iiinbeJ<o of' OPPl. 

lt. a. James, 9.1• "-'"·' p,63 .• 

20. Data tor the rtomatnlng fiVe is ~et.thor not avallabl.e ·or -
eo neo11glble tbet. lt \voula not offe:ct the :result.. · 



an. 'almost equal lnve.stment of 6.,3s ·· ~r· cent. Whil~· the 

other· two --top · MNCc -G.taxo, end . Pfl;e'l' ·Which had sa lee tum•" 
ov<tJ:' ot·.fbt4748 lakhe, and ~.2992 laldis ··reapectt.vely lagged 

fat: behin4 ¥4th 3-.0·pv -cent and a.o ·per cent: ·t-o'&pecUVoly .• 

An '4-nto~eatlng pa:aaox haG boon that ·of una. ... s~y..o_, a · · 
. .. ., . 

J·aptJAe$e :tim ·tJ$. ·tb sa1e11 tumove)tt :of ·a m•~e RJ•39 lakhs 'lll 

1975 ·Whi~h- S.nveitoe 10.6& P~~" .cent tft ·a end D.; ----tn..,. highest 

tn ·tbe' .mole ·lnduattV for thtit t~tc-,.2' · Thf1 .PH.cnt <NJ.·dence 
ana ·dl$cuoston, whilst it need no't conf111R Cemtrriozo and· · 

Sehft·ee· 'dJAJeconord.ee of ec•J.tt* hypoth.)$1$, mlgbt eppe~~ . 
-clo.~o---to tba .Manoflold and Grab~w(lkl :coru:lusi•ns for the 
us ·Phtnnaceutlca1 ln<tuouv~22 However,- 1 t. can $efely • bo 
-cOnel.udc:a ·tnat ·tho multlnaUonel :lnvNtm-mt. in R -'d ll' · 

doec not- t:efleCt the oame pattel'ft 1ft :nd! In context QG 1 t 
doe-s ta- the crmtcuct of .advan•ed maJ:~kot · toonomire!te• ·ntt may · .. 
~· Clue to the tact that MNCa oam ;mf)ft. ·profit& .. tl\rouoh-

. ; ' . . . 
dlrec~ tzoan1tor of patent$. fJ:Ol) thel• p.r:tnc1p~t1a abz-oad \o 

< • I I 

' 

' -

needed end uS:ed J.n lndle ;«rihould. be pl'ociuced .t·ocally and th4lt 

furthe~: devoloPJM~nt.s $boull!.l b~ ba~td on indlgenou.~ . ettor:ts. 
*1~.' ·_ ·•.:t• ~.:~tn-·nu..,_ 1 r itf:dld __ ··· _ ·u~¥;n ··r ~~ ·· - ~ r.. ·: .. · · ·. s g- • _ snt._1 lii 1 ·1 · u 

21. 1b1a pa.r-a.doM -netciG' ·~.he probed furthe:r; lac·k of ln,ol'-
m~Uon pr:eempted fttttb••· .anti y~1e~ .. . 

22. Sine_ e_ Ve_m_·_._ o~uce_J,_· VSl'1ab1e$ a_t-~ .e1so tignt._ fietmt in_. __ · .. 
detemlnlng .. the levels of R . end o o.t ·lndlVid\fal. films 1 
an exemlnauon of these :ec»uld be taken up .bUt for laclt 
of data on lnd1an companlea,. · · 



wl·thout depen.ctenco .on mu1 Una-tlonel •ozpol'at1ons1 tbt.1 

govommcmt had adopted ·the policy tht~t b.atic dmgt Should 

be in ttu1 .PUbU.e tecto~: at least putty, lf not totallY it· 

Ho.v.e~:,. tho P&J'actox ~of und~~eve10J)mflnt is that t~ero te: 

a vi-eat uzge tQ bo !ndepenaont but ell actions ere di~~, 

ed · towarc.tia dctpedante·. the {fenol'el belief thet; ·the naturo 

of ~aj~d·tv ownership o.t fim~ d:etoJml;nes. ·the· *wre.e of 

. d~pen<te.n•e. is :n()t ·Uue, t·t ·haG been· ·a.rgugct,· · t• example, 
. ' . . . . . ' . . 

that msj~~'V iwmership ·of a.,comp.any 1-e .t\Ot n~et~dly 
. . 

of greo.t t~Oft~f1ce~tco and thet . tho .nertet;;oa~ ,eonbol ·Can 
. . , . '' ' .· . . . ' 

be extft!.tied wt th a vew · •all pe~cen·tat• of . the equ1 ty . 

otmect •. 2a ru~th-~ot:e, join' ventuJ'e$ ,a;te fa-ecwent!y Joint . . .. . . . ' . - . 

in ndo onlYJ ·they an botomlng t·nc%'e.a;S.lng1y P~$.i' tvlth 

the mw.unaUon:al coJ:pOzGUons. · .Sttperlence t1bowei. that MNCa 
'. ' 

can suetoeetJful1y exore1Ge t control, .even, lf the "C011abo-· . ~ . - . 

r.atlno tlm tc .a otato owned unitt tho toms of UM&fer of 

tec1\no1ogy mey l!te ouch ee t·o l.(ind. .a commanding pctd, tion to 

tho .. f'omgn collnbo.l'atort;{f rethel' ·then ot~ntJthening: tho 

ctomntS.c tlm.24 Hence1 the state partle!p.atJ.on 1n ·toeh.nlcel 

col.t.abeiration should b~ approeebect wi tb dieedmlnntlon, 

f1VO~(;fing unc:ritlce1 !mpo.rt· of technology, Whlth mJ.gbt e~ate 

2311 ~Qis, ,,QJ), .• .lt\t · Gts\!ii&U.iD .of ;iwmBRl~t: Op.,ct t... p,.28. 
24. Gulatl and BanGal have! .ehown thet in e technical coliebo

~a·tton between e pu~lie coctoz electron!,c& unit end a 
MNC .( wht.ch. they . cal.l fl~tl. Uousl y :as .l.ndlon!c;$ anc:i fAU1• 
tio_· n1tfa.· · reape.·· . eu_ve1.y, to avo1ct · emb#lrr_ .. aesment_:. for.. th_.·_.· e.· so 
ft.me, ., the. t~eo. of trenuf;er \Ve._.e . $UCh .e$ to koep the 
fol"elgn collabOI'etc-r:J· .in a <lomlnetlng po~it!Otl• .· SQ$• 
x .• &, aula·U._ end ~aJ K. Ba·nn1,~ '•nport O&.t1g~Uon, 
T~chnolHY Ts-a"ofet: end F<>rotgn colloborau.on J.n ElGC-
uo_·. · ~ico• •. m. ... • •._vo1.15, .Nos,.41, 42 and 43 (.Spacial number)., 
1900, pp.1~56. 
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probleas ot techfto1og1cal aeslmtl&tten. ana hamper local 

'technolo(Jlcal etfortc. 
. . . 

HoweveJ::t it apptu1~s tbat ·ttu~se faetors al'e peld 11·tt1o 

attenti·~ to ol' are tota11y neglectqd, •11o appftaChi'nsJ 

for wctmologf.tQl colloboJ:a:Uont; among ·th:e P\lbUc coctor 

UU:gt unt ta .• : The ool1abo.-aUon $p.r:ee started :l.n the publle 
seoto~r fight · t.. ~he .fie·ttlng .up .of :the p1~t&•: iilnttuoton 

· Antf.btot.le,;t .at .. Pi~~~. and itt$ lt:JPL' G one .at ~~:thlkersh and 

a11ottter at liydetabad. AU the 'tb:Qt) unite have well eota-
.. ' ' 

.:· bll$btd .·R and D .un.!tt tO. :CaJ.TV· oa.l.n pltmt J:~$Oal'ch ecU• . . . ' 

V;i..U-~, while an·Qther lOP£. unl:t. at Madras hao .only·. a .euz:

g!.ca1 lnet~tnt& plant. 
, ... The HAL .etartM tt$. co11abor~Uon. f.i:ret with Ameri.tM 

. Home Pnducts ana Pf1#er tor ma.nufaetul'o of antib1r>t1.cc, ancf · 

late.f on. tut:ned to BrltioJl.own.ea G1t»to torr: !m.provoct 
. . 

ctra1n·e.25 l.t 1e eaUmetod that. tho HAL reecszoch ,~stabltch-
ment bae a eapi tal expend! ture O·f· es,.4,.9 m!.lllon and a .recur
dog expenaq o,f nee~;ly lt'l,-1.,9 million. This· unit et pft$ent 

employe mora than 100 peqp1e, lnclualng 60 ileienus·ts .• 
. technolog!stt, technlcii.tn.o a'ld o.thoe~ .App~;od.matel·y .. 20 po~: 

cc:tnt .of the total~ iftf,IUte of the roe,ear4h unt.t ctot:f .is uca

v.otett to f)elic .t:e$ea$ch. Some of tho problems -cklod 4~el 

biosyrrthesio of ohlorotetr4evcuno. ~arbohyd~.e·to motaboUem,. 

ftl<lUi~onts .of. antlb:ioU~ producing: ;Otgmai.sma,, etc. 
; ( ;-.-_ • ij] · 1 r .1 _ .. · • -- · · ,_ · 
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loth the lDPLe cta~:ted 1n 1962 tdth thQ oollaboration 

of a Rutu~ian ~oncem, 'Technooxport•' .o·f Moccot:J,.26 ·The col• 
l&boratlon was in regard. ·to mantaf.ectute ot tho fol.lowlng 

Mt!.blotie~ et Mchtke-sbt 

SociS.um. penlc11Un, PJOCslne pen1ct1lln, 
streptomycin sulphate, Tttraeyc11n~.hyd~ocb1oltae,. 
~~~!~i:t~=~~fi~I:roohlt>d<te, .Nyo.tit&Un, 

. . 
Mo~e · reeent~y,. the lDPt, enw~ed l,ato collaboJ:.atlon 

~vith F.amafl.n.21 of l ta1y .for aChieving . hlqh'$1' yteld$ pe..-

1owet · ·consumptlon of .r:aw m:ater1el.e ton the .manufacture of 

variou$ ant~bloUcu. lhtt &tJl'ec!ftent tor @dOXlreyeline we& 

made in .June 1916 end for potaesS.wn ponJ.cillin., tot~acvelina, 

ntatJ.namide and others wan made in Oeo(mlbo~ 1976... Tho baelt 

englnoezt.ng was obtained fnm a SWedl.sh flm• A.B. SOtozo$ 

at tho ·co&t of 2 million awedlah krone!'.r;.28 
• -. '•- - • - -- '< 

New thla :roi.soe come vezy -po:-1ant questions O:$. tbru~e 

W::ugD wore manufactured under RU$$len col-laboration .also. 

26. See; &n$\VG~ to unctt;J,J:JlOd quesUcn No.2&&.,- by Govlnds 
Munaa11 L.gk Jlabba~~~SUh Juno 1979. 

21. Famafta 1& a eon$o:rUum ot six Italian pha~eceuUenl 
c:ompanles, tomed in 1974 unaQ~ th.o' control of Mont~too.n 
to promot.G t ttiUen dw; activi Uos in the undordoVelopod 
ma.-keto of the tb1rd world, .&-ee, B .• .Jemes, QQ, ·~·• p,.aa. 

~a'! Se~t antwe:r:c to ·une.ta~red qutetion N·oe._. 752 by M,V,. 
Ch;.n.~.· dt'a. it.· : P ...• M. sa. ·.-yeed. ~ ... en. d ·7340 w MoUbhe.1 R •.. c. hl .. · nudhU#Y 
l.niQJs .,, Jib.t~:o.QG!aS&Jb Ju1y 14 aad July 19, 1919 • 
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1 t is VQJ:Y impO~t.ant to eJt;md.tle .also the ~a·ttonal~ behind 

ew1 td\i,ng ov.er to 1 tallpn technology f~ auecian co11abo·· 

t:atlon.· 1a it that. the ii"$$lan .c;oJ.tabOr~Uon did :not 

provld& bUf'fielent technl·cal .t..not~~tbow, .skf.1ls., p::oeO<Sui'Gs . . 
eo ;es to promote aelt~Hi1ancl)' or,, Wta$ 1 t C()$t11et th.on 

the prts.ont technology avail.abi• ftcm %te.1V• in ·which caso 

the mucl\ pubJ.S..ct·cect tbeap.,f and beat toctmolt>gy t~ iussi~J 

1e not true? A. cl.eal' $1Usplc1on Sftr~&o hel'e that the ·govern• 
ment hes not. atternpt.ed to anevo~eJ!' these qu~$U·ona .e.ff:ecu vo1y 

through ccmpe%'1lt1ve evnluttlon. of .cott-bonefi.t$ of va!'i.ou$ 

tecnno1otic•1 collabor:atlcn•• Wb!.;h pethapt; •JOUles have , '• 

ave•tet~ ffttluatt ;eb1.f·te :ln co1labot:aUon-. 

\11·th ~co many ~chnicel co11aboJ:at1one * the public 

eoctor Qnit$ appea: to havo little to the11' e~t tn t•s 

of tho outcome of R .emt D .,and baote r$Gearch •. Thie it 

doepi.te :'he tact tha.t the publ!e sector' R and D 1nve$t• 

·mont amounted to a:Jtound 2_.'6 -. 3.00 per cent ,of ·ltD total . . 
tu:move:r during thf) 197s.?9 pGJtod. lio\.vO:vor. the HAL had 

tl'lsdo two bt.stod.~c d1seovod.et~ in ·antf.f~.&ngal pz:cp.oratlont 

Vi;t •• bmaxsiD and au!ft~AanslDt for \mich tho tntllznaUonal 

.Ptrtentt:; have been obt&ln$d.- Despite thla the HAf.. con.Unuod 

to inc1u;· 1otoee,. end all the public ..,flCtoJ: uns.to produced 

much below thelr capeci ties in almost aU the u.rug:e and 

some et the druge wpposod to b·~ ptOduced d1d not ooe , ... 

crucUon at a1l:.,29 Tho HAt unlt ls ai$·0 .reopOnsible for the 
L Hl. , · :reru !I r· _r. U .r·. n'H ')t _u ·nu.a. -.:rrm· .'*i"wmx: :·· · nu·•cRt · '_ .: Pil n;. Yi- 11 _ ::-...•• tt u••i•itt_rs~_,., 

29., 'll'd.• . a point ha$ .a.1n·adY.been. dtacu&~o. ·tJ at length in . . 
Cb •. Ill ab.ove and it hac .Ql-Go boen n.oted that the pro-
« .... ucu .. o. n. o.f bpxcua.a ... nd •~fl!as~a. hne not c·ommeneod in th1' coun rv yet. · . · . 
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d1$eovetv of the .eru:rmati·c. p~ocese ·fo~ the proauctS.on of 
.6-APA .·fJ:om.penlo111in o,. f1nt etYo.tal6t ·which 1$ ueed·ae 

. . . 

an lntel'ftledla·te tor· prepa1".at!on of ampl·cilltn,,. · 
' . . . 

iherse eoh1evcmentt appoer lees•impzoeatd.va befoi'O tho 

iong t;c11ebo~aUon oJ:Ue~l. that b'-t been go£.ng or.~. Tbe fact 
. . . .,· ' ' . . 

thet it .l$ ·ttt~· gOVOI'Jim.ttrtt or a $tate. O;rgQ;n!:latlon;~ . tJb1.cb 
. ' ' . .. . 

beeome$ the pa.l'tne"r, · ld\ou1tJ J.mp:rove tho batgM.nJ.ng :Gttength . ' 

. of the· !mpo.~Ung ee>Unuy, but in p~·u.ce a lesltftlng· ot· · 
. . . 

teehno10;i.ea1 dependence hac ·not nocossadl.·y lo11owea•· lta 
. . . 

Sri t.enki ·,n· rettnt yes•tJ an lncreaslnt ptopcrUon of. total 
. . . . . . 

;lnouot:riol 1nve'!tanent bas been ln th• ~;tate e•ctor,. lnc1ud-

1ng the goveri'VYtont to gqtVetnment investment vd th EatJtem 

Europe1Jn. pa.-tners. th$2i& he.$ to fa~. .hetJtW.er,. bean 11 ttle 

lese~ning of teehno1oglea1 aep~dencotc;Jthe oame pJ:oblems 

of abao:cption •nd · ~.ttOtmili1tlon ot teobnol:ogy bxtsc ·in tho 

state es in ·the pr1va~ tteotor end vJbetheJt the sou:.:ce o£ 

tethno109Y l$ a mul U.naUcne1 corporaUon o:r .a t;tate o~a· 

nlzetton in .a eoetall&t cotintry,30 When thol'o is a lack of 

adcqua.te tec:hnologteal etfoJ:t to ·caJ:~y forviai'-CI the .acqut..:red 

technologlca1 pl'ocesaes and skills. Hence a mere .state 

paitnerah!p in tfthnlca1 eoliaboratlone may not be ve~ 
t.wt ttul, et Ume:c;. even eounter-producttve in the abcence 

of a cound tecihnologlcal bece to tlboorb, ass1mtlato and 

ind.tgentoe th·a acqulr&d tochnolQtW trom the ou'bido parlnoz~ • 
111 • -- . j- j.- :: j . 1 11· I_ J _ J *nt"lfi 1 , T~ 



fot' lMS.a., dtte bas .bGon c~led on 233 tonign ·C01.,. 

laboration agr~.ents wt th governmont •ompa.nl.ot cove:rlng 

thf period 19$3 to 19?0. a1 tho llOUI'ce$ of t&chnology wer• 

found to he bto~ly Ute tsame at ln the pnvate~ (l·Ot.tor .• $8 
' 

wae the problem of a4!.set tr:a.net•:l'•· Ae in \hQ prtv,ate ee:c .. 

tol't \he payment of .~oyslUes 1ncrea¥led.; .!f.1eUv•. ·to. ·toc:h

. ·.nte:al fee,c.. .Reatlictive fea .. %$8 ot a;r~ents ana 

. s-eliance on. to.-.olgn tecbnlct,ans v~re oreat~l' to~ public: 

oeetol' . than, ln ·.'the J),dv«t. sector. The pxoporllon ,of · 

sta\'Q eompan19~'#'with ft 'and o ·aa .;a. perc'Mtage of thote v4th 

fo.-eign ·eo1laborf!lt1on ~g-areementc w~u~: ottJ.y ·? p•t cent,. com

·J)area w1 tb 46 pel' cent tor ·fonign GUbstdl.ad.ec !·n trte · 

pi'J:v.ato s•ctor .and. 33 pe~: tent tor mlnoli. ty Pllt:Uclpatton 

· ·.companies .• · 1'h1~s hat llifdtod tho .eiUty ot th• c:tate 

:tompsM.es to ·.absorb,, adapt and .f,tSGtml.late imported tecbno

logyj hes le<t to .repetltive t.mportr; and tends ·to ma·ko toch•· 

· n:ology trcncfe~t .an.d d~pond$ntt ·(J·«Jlt•pe.~J>OtuaU.ng,. Th1$ 

pr:ectsely ia also the na:ton. why the publie ceC:tol' companies 
in th~ phatmeceuU.ca11nau.stt:y· have been G\~tttd.ng $C fr.,_. 

c;u•ntly over .f:rom. one ·teehnc>l.ogy to the other ~d from one 

·foreign eQmpan.y to anotb~t,, let it be f:rom Pflaor (Ameeie,an) 

to teehnoexport (Russt.an) ox- to Fatmaf1n (Italy).,. The becte 

charscter·of technolog1cat dependence bas .:onUnuod .in d1t• 

·terent gutae.s . :tathcl' than_ get ~ed\iceci. .Pine11V• when 1 t 

-eom(!ota to ·the crueouon of contto1U.ng technology 1 "there 1s 
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no exagge2:-aUon ln $aying that the foretfll 'CollabotaUon 

wielded· mere 1nfll.lence in ttate eeetor ventu.-cu; throu-gh 

wppl.v of teoht\oiogy than puro coll~J:ats.on. agr~ments 

1n the p.ri.vate eector~ u 32 

··-body ·which funde.:t neeauh p:roJeo'ts at· v.ad.oua m~<:al 
t;o11fage.~ end·retoarcb tntUtuteo• ·11\e Mlniot=v of M•,eJ.th, 

.· half a number ot Pflotw.- lnt·U tutec, whie:h manutactua:o 
vilcolnee :of ve.ee~u• type$ ~'and a1so engage tbemaelv,. in 

I "$e&~et* Wolt'k' conhect~d W1 th vaccine development. _)?The 

council tol' Sci.ei\Ufie end lndusttt.al Resea~:c:h hat two . . 

~&$eUCh lneUtutec totally .(kwoted to dwoa and thelr 

a:evolOJ>ment .• · They ue; tJ\:e etmtJtal Drug Research lnoUtuto, 

Lucknow an4 ~e lndian lnstltute of EttpedmebtOl Medicine,. 

Calcutta... S•ci<hl!Q those, the National Cbemlc.al Labol'atory • 

Poona end the .Regional Resea%ch t.abot~tod·es at Hyt.terabad, 

Jo:that end Jammu also ucklt problems connected .W1 th tho 

manutaewre of intez:modiate compounds or basic pbaxmaceuU• 

Cfl14• · · · 

One of the eomplex problems in l:tuUa t,s cool'dS.netlon 
of .research ·or internal techftology trenofel'. Tb~~)depend in• 

.oreasinqly on .indigenous R ana .D ,and t.ec.hnolog:lc~l com:petence 



d~~s thtee $Ou.~cel of l.ntoma1 technology tran;tera, (a') 

ln-hou;e R end o £lCUVl·ty .and the 1np1ant technology tran:s

fes-a (b) t.echnolo«ieal d1ffutsl·on between tiao wtthin and 

ouulde the pa.rticular: lnaust.zv, t.e. 1rd~r~•lndUstry and 

:S.n·te.,.!nduat'"' tedlnology trantf$1'1 and (o) national lobo•· 

rat~ri.ea and publlc sector labo-:to~lee .ShOuld t'lave well 

-oz:ganis~ ~xchange Of 1nfomatton $Y$tent ln a vita.t.·socto~ 
. . . 

like heelth• tbet:e 1$ ve:ry little-· coo.rdinetion ,of a and. D: -' . . . ~ '• . ~ 

::flCtivitt•a _,.d t.f the natton~ ·1ab$l'ato.-1e$ and th.:r lndua.·tl'Y 

a.re wol'king tn'"lsol.aUon•·. 1 t is .!ncnlfei _ *) was~. of, n.attonel 

.lt"esqu~es. ··Very often the-re 14 •n av<ti(:tettle. dup.t.lca~on .. of 

work.• beteute of lee#< o-f ·co.ordS.n.otton. Howev~~. it MllY be 
m~mttoned,. 1\t·~te, ibtrt lack of coo:4ln.o:t1on »etween viJtiou$ 
tY$te'ntt !a. a unlve~$&1 pbenomtmon,.-it\it ~ts impact ln <tovo1oP. 

· 1ng · countdet .io moxe dolet.ed.ou.t .• 

Befort') we ~on.clucte \his ch.ep,e:r, .an itnpottent bUt 

complex qu~cUon needs to bO snewered. Moa·t of the multi• 

notiot1alG · como out w1·th. the ttaeorv that phs•·.eeu.t:tea1 1n-
dustz:y ltcelf ls a capital int~ne:lve lndu-ctry .Q.nd mor:e so 

tht pnamaceutical a. and Of benee the dove1op1ng. oolantr1ea 

neod not na:ake VGnWt'OC int.o this field• 

Th$ ent1~:e p~oeenses and retago:a involved in drug making 

have been 1a1d dOwri tn section 4.1 end in the Appon.dlx. .A 

c;u:r~cry g.tance at thetit eecU<m$ g1vee us an idea that ·the 

preoent locaUon pattern. of tn• pJu.tmaeeutir:al. 1.ndusuv tc 
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not ilt all .tn confoml tv wen w& th tn• eeon.S.c theozy 
. . , ' 

\Wd.Cb holds that OMh ft.at1:0n .ehou1d ~ke Whet.(:th"":~good. 

at, The 1n.du&tr1a1ited countr.to.e, although ~eal!s.\ng 

that the packaglno titqe of the pheaa¢~uucalinatu~~ 

requiJ."e$ ·un~lled · tmd lft many C~U$• tomale WOl'k$1'$j> ha"VO 

t»led to lnc&-ea$e ;automa:tlo·n tn ordel! t.o save labou»,! 

whe#eaG . the.::re ··a~ • ml11.tonc of wol!kOt$ avid.labte for thi;t 

type of wotk .t.n developing countxieo~ ·tne phama~euUt,al· 

industry &s·1abour intentti·vo ·et the o~;e ot formu~,a:U:.ng, 
1abe11lnt ilnd packaging.·. Since 11'1 addition tho dzug . 
industry• :$ cUll ;fequi.s:-•ments an not· vezy h1.gh•· 1 t · 1& an 

lnauetry \ve11 eulted to· developing countl'ie$.,33 

· In bacic r:eoea%Ch, tho dovelopm.ont .of a dtug i.e ·.e 

vcxy Ume-consum!ng ecuvJ.ty, b:ocauso, ·even if it 1& ·theo

retiea11 v known that e parUtu1.axo product could bo ueed to· 

cure cel"\ain l.11nccseo, ! t :muct fl~$t be tested on &n1malc I 

bef<>s-o being us~ in. ·clinical td.al$'.. lt has to ·undergo 

various d!eclplines, teste by chemists, todeologi$ts, 

phamac~logiats. physicians., WQrking on it Jointly o.r 

auceeas1 vely. aut Gtt11 tho outcome 1nC*Y not b9 guaz:anteed. 

In other: \VOrds~ b~t!c .rocaexeh l$ ri$ky, more uneel'tain 

,and demands long gestation. pad.ods belo.-e ·thG ••act l'eau1 tfJ 

ana returns start accruing. · Cill.ntlaeoglu hti$ az;ued:· that 

the cost· of R Gnd D 1n phal:fnateutt~:als to high,. not because 

coctly equipment 1e needed burt ~auee 1 t :teQUl~s the work 

ot aitfeJ:..:tnt peopl~~ o•e~ a long pcu:1od.34 To tUJ-n up in his 
. - . ·- . 

" . 

33,. Seo1 •The stop& involved. in estebU·$h1ng a phamac:eutl• 
I ea1 i"dustx,y ln devo.lopln9 countr1etf• ., Wlro, (UN/VJ.Gt 

267/3), Vlonna,~ 1978. . 
34. A. ·C!.11ngirog1u,, .QQ. !ll• · 
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Hence,, th·e Utldor<kNel.oped co.untd&s <Oan su:comp.lieb the 
"\ ··~ . •;:.-.1~¥r:?!!: 

VS.ta1 task ot ·pbaana~;euUcd ~l'O®tUon to ,aJ.d theJ.r 

MU·on~1 hetd th ueJ"V1.ce:tJ• at le~;·t by btd.ng tiiP fomul"U.on 

ecUvi tv. they cen fll.oo venttart ittto th:e fJ.,eld of pha.r:ma

ceuUcal teifeasth.. •ot'eOV01'1 pbamae'O\itl:~d ~:ecoanh and · 

tho#tto~:e fotmulati.on a~t.tviw ttotb beiag ba$1to1ly labOUI' 

1nt$n81vo, the en·try into tbea·e fl•ldf! .bf th(! undomoveloped 
, ' ., 

couQQi.Qt whS.eh have abuntlant unsployed. 1abou~t can avoid 

undue eutome:tton, Cou.ntri.el llkq lndla wb1ch a~e endOwed 

w1 tb $\tf£1.,clent tnined manpowo.r, tocbnl·ta·l ektlls end $lt• 

nit1c$nt s·tat• sec·toi' can oven ventu~:e into ·tho field ot 
bulk diNg p~oducUon., 

4,~ ilmlmiG 

·tocbnologtcal 1nnovatt.onc· end &pec1a1.iJ.QUron tn eped.fit 

PJ:Ot:oce techncloglea continuo by and .losv.e to btl a mon9pot.y 

of a few dWt mu1 t1natlona1e .ln the -.-orld.. .ttenc•• thoi% 

otf•tJhoota. l.n Xftdle too ~•Jot' a oJ.mllar mo-nopoly. 1ho R and D 

ln India 11 ca:-ried ,out in thpe majoz aecton (ta:) l'n .. houoe 
Rend o i.n private secto'i", U>) Rand u in ptd>lie ·~ecto~. end 



(c) public fun<md R and o .1nst1 tutes. There ire ,uound 25 

R ·And D 1abo't'ator1o; lft .all the throe- Ge,ctors, vm~ch are 

cu~nt1Y engaged ln the development of 1ndlgenouc tech

nology .. ., 

the t~og:rapb1ca1 concenuaUon of R ~,tnd D ~~~JUgb among 

the m.ul tt:nat1~ona1s.. ihoy generally do :hot pcft'oan R · ana .D 

in theit fo.reign aubtldli~ri-e.$ and tbe mnln :et"ategy of MNCo-
. ' . ) 4 is to. di.:octly tran:ef&r th:O patents to theit overe:eao subct-

di.Qrtes · obtalftlng huge pro:fi ts.· SomG fo.relgn un1 ~s 1:n lnd16. 

dO invest C.On&.S.dtrabl(t amcunts_irt tb$1&' local ft and D units, 

but. it 1a 9encrally conf.lned to the .roi:ea#ch of h1gh•valu.o 

drug$ • vl\ile the commonpl.ae-o Uot.t1cQ1 dntg rosoo.rch is 

undertaken by e1 the~: Indian p:rivato fixms or the public 

:1l.ecto~ unit-a. Th@ Unichon~:, hngo1 lmmunt tv .provide· an ex~ple 

in th10 ccee. 

The R tnd fJ ln:ten.ci ty 1n: teme for instanc& of tho, pel.'• 

centege ot sales devottiid to R end u 1c suppO.$ed to be> ·h1gb 

i~ the pharmaceutical mul ttnotlonals. But. thlo l,a not 

genea-d.ly the case !n the dwg mul ttnaUonals .in. lndle ~ 

tho oen.exal btlle£ thet tho lQrget' the c1~o ol tho tim th& 

more the 1nvo&1tment ln a and D does not h~ld good_ w1 tb tho 

foreign dzug time ln lndilttt Tho top 37 fizrno ranked 

acco~dlng to thell' sales tumovozo in tioc,al 1976 ;Qhowod· e 

minimal cotnloUon with theil'' roopective 1nves~ento 1n 

a· end D taken atJ a p~poriton of sales. tho z-anl< correla• 

Uon ,coeff1tlent- ,f:or these ccmpanie& 'lhCWGd a mea;M . . 

0.07491.-
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The pub11c eecto:l' ehould aet an example 1n R and o by 

poollng the tesourc,ea toward ·CentX"all y directed ~·~eseal:"tb 

aimed. et the discovery of new 4tugs fol' tropical ua:(J, 
.ae·Co~tUno to the Hathi Commttt&fh It a1$o $\tffe&ted that 

the publ&c seo:tot should :$pend on R and v at 1 east · 5 . pe~ 

~ent of it.$ total. tunover tlll. at leatt 1980,, .. Howover,, 

· the o~ent·. ~!~ 41•tor. ~:~ependi wre. on .. R .f;\na· 0 ·:range$ 
·typ1c,$11V t>~two(!n. a~!:J .. -.:: a.oo por cent~ The .switch • ever ot 

· terthrdc~ CJ1l"~~~tlone ill. the publie eecto,J;~~;J~~oo . f.raquon.t I 

and. ott•n · ~osul. t!ng in. ·th~ p~etn$: ot. S$$1mllatton· Of ·new . . ' . . . . 

te~hnQlow. end~ of ropetl ttve ~col~aboretio~. a{Jroemenu. the 

~oo·:NltUltlon of l'eGellt¢h efftris between veriou$ aectors of 

tht.tn.du$tl'\f. and the. n41Uonal lQGJ"ato:rloe is no·t .too. 
,ncou~agihfl• .. Laet t:Jf eueh ·.coo~n~tlon often wnd• to 

•n-c.ou~ago dUplieatt ve tecso.~h,.. . . 

A elote eQm!na:tS.on of the pacttE~gea of ·technology in

volved in dt:tig making sugge.ats that the un<ie.J:developed 

countli.es can teke up at ~,&alt, fomulaUon. actiVity: to 

a tart wi th• which is labou:-!ntenstv:e. eoun.t#oc like 

lndla v.dth eutticient traJ.n.ed tochrd.c~l p$3:'4o.nntl and 

Gk-111 can take to blgh tQ~nologr bulk drug pJ:OdU~Uon too. 
The general be11•t · that tho pbcu:ma~euUcal. xoe~t)ar<:b i.s 

cap1ta11n.ten$1Ve involving tli.Viel product innovation.c, 

wJ..tb iong geetati.on, p.er10d$, CbnftOt be f,l,t.1Vanced $$ on 
at:gllment to diceour:age 'the unde~cvoloped :coun:trtee to 

venture 1:nto 'the fleld of ros~arch as wel,l •. . - - ,. . ' . . -.- -' 





CHAPTSft V 

(;0Net.U~ON 

The dODilnaUon of mtdUftaUon-al$ · oJ\ lift lnternatto:nt.tl 

scale hat been. on increase i·n "Ve:icut eph•:ro·a thnugh ·con.

tro1 ove;- tecb:nc1ogy •.. The thll'd wot'l·d countd.e:e., roon 

oftqn,· &I\~ dependent on the ad'V&ncoa lndustl'iaUaed 

.. :countrte·a to:, new teehn1·c~l·know1edge· alld ~Jklll$• •Of 

late., many thlra woJ:ld . ..-;.oun.t'ft.e.l hav~ expnaaed gr~at -eon
cern a.bou.\ tho dOmlnatt.on' ~~ MNCo ana .~ee11eed the :need to· 

move towarde solt~ro11anco tb,;ougb bu11-dlng S.lld!tenou'Q 

tec:hno1og1ca:1 capability,. Jlcwever., the unevenwots <Oi1 · 

which tbaractGdGes the tntematlcnal oc:onomy, .and poreie.ts 

e.s e ten<if1ncy, attJ aa a mejo~ bul'dle agal~tat the: IJUCtoC$ 

of .such ·attempts., 

Thus G maJot ahaJ:$ of ~JO~ld-wide phameeeutical pro• 

du.ctlon .. 84 . .,4 peJt cent •· and ·t>f concumptlon ,.. .. ao.a peJ:~ 

cent • lt ·Confine<~ to a few advttnC(td c.apitali..st coun:tJiOG 

like the US1t the UK,.· FJ:t~nee, Gom-any, 1 taly, Japan and 

.$WI. tze.rlanc;t, tho tbi!id \'IO:rld c:ountrtoa on tb~ O'thel' band 

&ha~ed only 10 .• 4 per eent of world's d;rug pt:oductlon and 

about 13 per cent of confAJ{ftption,,l The wol'l.d: phel'IDaceutl .. 

cal mar~et sha:eo a~!) also ,Oontroiled by the mu1 UnaU·ontt1 

~o%'potat1ons. of the·se. few ~tzs.es.. \'fo.rld'; t\'lefttyf!ve 

leading MNC-s Q1ongwt tb their off•$bocte aU ove~ the 

wo.:rld account· tor neuly 40 pel'·· cent of total ~g s$les.2 · 



The th1Z'<t wor14 countd.ea ,bec$a. -mo~:e alertod _by tho 
continued presence and dO!d.·naUon ct MNCs· in thol# domtuJ• 

tic pb;u~maceuUca1 markG't$ and eoncentl'ated effoftl to 
- . '! • . ~ < 

-tea--~p the _1ndigonoua <1~ . ptoductton.. ··The Hathl C0m-
~J.t·tee Report ln ·lndie;, !n fact, ' ' en expression ol .co.n- · 

cern about $tJCb a aomlnance of MNC;e S.,n the c.tr:ug production 

in lndi~-· the Hath! Committee,: h&& delved :S.fl·to vod.oue 

prob~·etnt of the lndf.an f)hamstwUcel tndu~t~ and· .,cem• 

out wi tb wide tsnglng i."ecomn'lendaUone~: 

the Hath! coms.ttee .1\.pott, \'illi.crr WI$ $Ubm1tt~d to 

the gove.~enriu~n'lt-1n .1915, · bJ"Ought fot:th the net~stttw ~>1 

reducl.rng thQ ~rtultt.nati.onal aomt.n:at!on in the Jtldion d~g 

S.nduatrY through va:lou$ mee.tures. the HCJl :suggested Uiat· 
the propottion -of foreign equ1 ty in the Indian ·oub.d.a1al"1eo 

of NNCe should be ·:rfJduced to 40- p~r <:ent .forthwi.th and p~- . 

gresaS.vel.y to 26 pel' cent.3 W.e new dftl9 po11.cy (NDP) 

wh1ch ·clelmed to· have .i.necu:porated. the rectnm'len.datl·ona Qf. 
the HCR, Jtowevtl",t did not 1nl tta:te any action ln that ,dtJ:Oe• 

uonA•· the· gcve~cnt has 1denUf1ed :tome 45 ·oompaniec ae:. 
foreign, which have .non-t-e$ident equ! t.y m.ore than 40 pe:r· 

cen,t.· the govetnment. howevo:r1 di%'octed only eight companies, 

· to :reduce t.bet~: foreign tc~t.d. ty to .40 pel' cent Which .. we~te 

cupposed to have engaged in · tba pure· foDnul~Uon acU vt 'W• · . 

. FJ.r~rt, it. is: sl togethet e different queeUo.n that Whether· 

fol'eign oqui ty of ·40 pet cent a$ a thre-shold of conttoJ. it 

an ~f£eettve e'rited.·On 1tl J:GdUting the dom!naU,{r)n ·Of~·~ . 



e•per1ence chow& that ionion tompaniel could et.fec·tivoly 

exeftlse co.n1u:cl :ev;en mtb 26 pel' cent equt.ty.. .second., it 
. ' 

1$ •oen in the foregoing analyelc, th$t tho dWg multi• 

national$ l.n India maintained td.fh~ ptoflt m~zv,tna ·dUe· ·to 

concentr~.u.on ·Oft hiOh pay otf ·te.mulationt and the :pz>odU~ 

tioh of non .. ~aent.tcl -l~tonn!lge :high value d1Uf; .• 4 Tbtl"&-· 

fen, to say that on).y elght eompan1oe ·were ongao" ·.in 

fomut-iUon ac:Uvlty lu. a ozco~ under&tatenu!nt o:t the 

taetth 

In f$c't, the druo.mv.ttt.n&Uoneis obttflned ·a 23.1 per 

~ent onta l:'etum on total eapite1 eta))!oyed in ·1915-?6; 22.,e 

pe~ cetlt:o in 1916;.11 ana 'about 22.3 per e<mt .ln 1977.-78, we 

to tbti.l" tomul.ation: .ecU.Vity .:tn. parU.cti1ar•· Jhil). ·pttenomonon 
1a aloo a:ttr:S.buted, heweve~, to pJ:Qd\HJt dltfenuttiaU.on, end . 

monopeliatic hold over the· p.rodu(;Uon· of ·Sotn6 &peettlc <truoi· 
by c.ert.atn -~ompanies •.. the C)£f~hoots of muitinatfonalo i.n 

lndla, aG their p.r!nc1pal.e ol-eewhera, .. esort to unethl.tal 

pracUce$ .e:f pricing, .$slot; te.cbntque• ana concenthtton of 

production of some apoc1f1c ·tb(1rapeuue qzoups. to ett.aln · 
~ . 

higb proftta.":! The strength of. the· aff1Uatee .of the dJ'UO 

multlnattonel·$ in lndl.a l$ ded.Ved meJ.ftl,y fJ:Om the domin&

t.ion qf sel~ct tbtJ:apf)ut.A.c .aretta by a Gttt&11 .numbel" ~of com-

.panios.;. eome twenty majo%' di'Ug mu1t!nat1onelt <iomlnated 

among themselves some twelve .f.rnpo~tant therapeu·Uc. a~ea:G 1n 

19?8.6 
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the NDP hes ,pJ:OYitted a C'Onven1$nt alibi ,fo~ the tnul••

nat.s.on$11 to contlaue tbelt- dominattoa by a;t;lotdq tbooe 

foroitn C01Jtpanlet to t"etain the forelgn equity -.ven up\f 

14 pet: cent WhiCh ,eJ:e -enoqed _J.n the produttt:on ot *blob 

te~hn.ology•· bulk dftGt and ·Of fo~mu1atlc..ne bated e»n tbt!ll• 

aut the p.roo~s$ of 1$mUfle:aU.ora of tbeoe ,eornpaftiet wht-

sft' en:gaged ln the pnducU.on ot oo :callod ''hltb te#ttno"og'Y' 
·bulk druos ·ano fomui;Umu) k$ed on. tMm. hac pftVOd t<J 

be a ~omp11tateca and .-.atte :one; tho gove~nt 1 tstl.f 
bae attemp'-d to P&$i on the majod.ty of torQlgft cornpanlot. 
ae 'high techftologyt unit,,: an ,attempt vA\l¢h wa.$ ttot~lGted 

by 'the fGM Mel the RBI CO!mtil t'eea~? 
· Whil-e' the NDP on the Otie blftdt cltdm$ to nave· a<~hored 

to the polt·~Y of fotted.ng tflf.-rrtlt~nce by :e~pplng up tho 
' ptOd\tction of bulk dr:ugs and .intemodi,atot ln tho counu,, 

it has on the othe# hand pi'OV!dod: conven1ont opporiunl Uea 

to the multinationals ·to man$-pW..a:te the paoY1$1.one h\JBJ:., 

ing the pzoductlo.n of bulk tt&"Uge ertd tmpol'\i thefte:f • ot 
late the impo.rb 9f bUlk dWgs haW! &ncrc~$Od rapidly;. a 

part of the f!xplanatton b~Mnd tbll .no doubt 11eo in the 

fat t of ·f.he t.!iW& off ehoow :ce·aoruno to lneesent1e1 

.impo.J:te from thf}1J" princ$;pal:s., at Wflill ,as to lmpo~ts at 

1nf1~ tecl pztcea Which help to 40nCGa1 .rep~;~td.ation of 

pnfl ts. the total pJ:<)duetlon of bulk di:UfO ,ln 191?•'1$ 

wae t\ •. 164 c~o.res wbleh :tn~;tde po&slbl-e a. tt..movet- of Ps,.too 
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. 
,cro~ree in •••• ot f:o~mt.t1ationc, a l'iltlo of ,eou.nd 115,.&~ 

fbe t\ •. 164 OftH'fJ ot bulk dht proa~cuon in tum . ?l.Gt~.·~de 
up from l'ew mat-e~lslt av:alld>l-e in tile counttv a:a ·w-ell :a&:""~,.,~· 

,zoom lmpo:ted .bulk dwte .anQ tnte·m$Qletet •.. The laMed ,,oo.t 
o·t total .ltnpotted bulk dwg$ and tn-.em~ates tn · l977•7&1. 
waa no 1t~:es than ••141. c~~et, . & pa:l't of :wJ\lch \'Itmt .. in:to .. 
·domesUJA. bulk· .. d_ .. , · .. ··to..,t,~Jt!O••~. -~--""""""·""~""'·~ ...... ~_·1l•.*A·:•J1 v.· ... -... 1iil . . . •1;1!0 P- .. '"'~""' 'W.vu il••~ ~nvWJ~""' P~;&;'JP ~.!llol'e~,. • 

into fozrnutaUon acUvtty,. ihe.ltanded ~ost. of kiport.~ of · 

bulk dm&gs had $hot up ~~ fb:.82 · 'CI'O~Qf .in .1976-.'77 to- ft9.~-147 

tJ:o.res in 1917-ne. .. the pn,ortton of ..,.o:ttod. bulk d.t:u9t 
'- tho total.. ·output. iil)f. pha..a~euttc:al. fOt:mUla·tlons went ·up 

f:om 11t7 por: cent tn 19?6-77 to 16 .• 8 ·Jttl" t~nt. in l977•1B, 

And the pnpol'tton of tn••enta1 lmpo.-ts !Of __ ulk. dwgc ·. 

to ,l.ncrementaJ. outp\lt. of foanulaU.onc ·\•mn a# ,high \E!& 32.1 · 

pet cent ln 191?•18\, Tbe ~l'Odu«:Uon of apocl.fic PIOd-ue.t 

OI'WP• wdng 19?5-?9, \d.s-a-vtc thell" taqota O(}t by the: 

Teak Force of tbo Planning CQmmi:eslon,. eleo o~owc a tdm. , 

p~c-tut"e. ln moot .of tbe pzoducts the- pt<»ctucUon wa& below 

so per cent of the target. -$fft fo!t .1.978•79 • 6 

T:hlf tnnca, boweve~:., I.e ·J.n total conu~:u~t to the wv-· 
ge(ltlon ot the Hath1 Cormni tte'f, and tb:et c1~1tn of the· NDP 

thet 1tG elm lt ·to aclll~vo ·•qulc·k eelf~cufftcl-encv ln ··the 

output of druge wl th t.l. ~V$. C!!\V to #~ur;l:ng· the c;uantum of 

1mporto.•9 

The Hatbl Committee• s auggoetJ.on, .r~a.r41Ag capac1 ty 

l'egularltJaUon wat that ·any exee~s CGpaci tv ot the phalin~ 



cevt.1ca1 eompwefJ',' patUc:ululv ot MNC& $hou14 -no·t be·.~ 
\ 

gul.arised.. 1b& NDP did not take l:nto ecc:ount this nugge•Uon 

.ancl ,a.tln&d thft reguJ.,a::ia-atlon of ex~t$$ 04~aC'1t1e$. tbte \tal.\ 

mo·x:e favouJ:Gb:1e to tba ffiUl.ttna\l·OttelS: t:llttn ·~ 1n.dl:tAn pdvate 

compard.·e•, beeau$o lilOst of •~•• ttnau·tttotte.mt j:f!,.C1 Uo$' 

belonged W MNCG• at shown in f~b1e· 3rji\11 ln Cbaptol! 111 •. 

the ett todn fot- ~egul.ed..fatlon. it .also not on :tho b.a;$l;s ... 

of -~·thel' 'tb~ dt:Ut$ f!l'e 11 fe t~aving 01' 'not. but on ·1f1e 

cmpe~.lct.el .baels of a bUlk dWt to. fo~MN111 tton :ratto. 

The:Jtefoh', exc.ettl c:apa:«:l ty for the pcO<i\le.Uon ·•t even 
household rtmedi:es end nort~$$enttaa. .dwts 1ike,, vltemlna, · 

t-onlc&"t t:enqutltzeJ'~ e.nd ao em will bQ e11owed to be l'et\1• .· · 

J.,ad;s.erJ., .$!> ·lt~ng .l:S ·the ~&tio of pt!odu:cUon. of bt.il!( dag:&. 

to that ot fo.m.ulaUone La le~• th$n 1t5 ·J.n tbe ctu~e .of 

fo~etgn t1Qns.and ltlO J.n 'Ut$t. ot Indlen ,compan1eo •. Thl•• 
however • \\ill kat.P ibe ,i\ol.d of w tint~Ucnal~ tn taet ae 

the actueJ.. ~auo of bUlk clfug,$ ·. tc .loMQul,aUone production 

. of .fonign tompatd.iOf? at pJ;es•nt w11l conform to.1J5~ 

the· govt~ent' a c:~&ct.s1on .of at.teching OltPOI't. ob11g~ 

tlo.n to fitmt alao implies J:emoval. of V1~,cl).y ttll 

contt.t-alnta .upon . tapa~:1 ty r~ulerlsoUon by the MNCs, 1he 
NDP aay$ that tt Ule company ·\lndort~kes to eJCpo:t't eny 

excess p:ntduotton ·of dJ:U9Q tb&a .ltc~need .~p.nct ty. fo·t: a · 

ped.o<i of five Y$iu:·,, 1~ w111 .be x-eoulad.oed \\'!thout any 

.gautge.. Regultu~i •. e.etlon of reatt$1 t.taPatlty o~ the p.:tlvt~to · 

.firme:, 1nelud1n9 MNCt,. on the· oeUI\$lb1e pl~a of e•ontlnt. 
·exporia; 'w111 m•an in practice a V1#tual abtJ11Uo,n of .any 



control on pdvate capad.ty c•eauon ~nd el.so· ,an unfett.-~:ed 
~gularitiattcm o.f tapac1Urtt; ·elreadV tnsta11,ed 1.1leg,a1ly • 

. · · since thf.t tor•t.g;n compar.ias hav~ &b~ 1.1 ttl,e 

.f.ntere.at tn uopical dloug r'~oeei:cb •. th• Jiethl Gommitte,o':o 

tugge.eUon,. wblcb Waf DJ)PaJ"GnUy .in,COJ:poJ>ated. t" the NDPt 
. . . t. ' ' •. .. ' ' . ·. . . . . . 

wast~ accord ·tbe h1gheetprto:tlt.Y to ·centrally -~-~~d 
reseeteb aimed a·t tho .¢U&coveiy t'>t new dr:ugs t~r· t~eatm,ent· 

. . . ' 

of ttopl·ca1 csf. .• eascu•·•· · nsmtu.v. anttmoleli.al $• · ~nthe1JRi.n.ttcc. 

and· so' on. Tbe NDP aJ.r;o· cugge~etted 'th~t the' tc~eJ.,gn· ,eompalti,e$ 

.should .spend at ·1 e$8·t 4 pel' eent of tbe11' 11alec ·tumo"er tas. 
~ecuJ<ring eapCFndlt\ir~ 'n R an,ti .D fac1.11U.e$.~. 

Only· eev•n tompanl·es out of 4i to~tgn eompaM.tc 
. . . . 

· enlisted by the government so fa~ have unddtaken the PJO-

duc·U.on of b\il,k dhgt fc.r t&'Oplcal die:easec and ·oven thtliZ' 

share .1$ .no·\ vert ltnpr•·•atve,.-to At ·lett as R and o exttendi._ · 
. .. :. . .. . ' 

ture is· *onca:tnea, tho MN'Cs ln India CliO :not $pend· suttlciM.t 

amounts on R and D ae a pe~c·enteg·e of thei.t sales int,om<t. 

somo 31 dtUg MNCs $-i\ 1.n4tll have spent between 1 •. 5 ami 2.5 

per ,cent of thetr $al.es· ·tUEnoveti on Rando dud.ng 19-''14 

and .19'75. The t>ank cos-lelatton co-eificJ..ent bot\voen a and D 

exp.enai tur6 aa a PD:POi'tlon · cf t-urnovez. ana tho :Clio of· 

th&ae comp;entec, .ln fact, wee only o .• cn4t? dudng. 19?&:.11· 

Hence, i:t _le Clea• that 'the tomqn fi.mo do :not mako cuff!• 
. . . . . 

cient effozote tow41'd dl.e·covosy of n-ew dJug(l. for tropical:··· 

dlteaeee. through t.nttta$ed a·cftd' Q oxp-enditul'eJ' it ic nO;t 
. . . : - . . ' 

at e11 f!ertain, mor~o\1er thai lntl'e•sea a and o .e·xpondltu;to· 



.aJ.one w111 oad to succeaa.fu1 adaptt!U~n and cu~&tmlleU.on 

.of teolmologJ: and skills and Will thel'eby redUce· C:t~pen• 

dellce •. 

ln tbl:a tt tuauon of continued ·dependence o~. to~cign · 
mu1t1nat1ona11 tho Hattlil Cotnlftittee1 G :tecotmnendotlon ·Of .pro-· 

. . 

v1dlru, ·.~ 1eadoJ<ah1p o.ta to. the pubUc .sector •· ae~. •' _.. ... 

cot.tZ'Qglng the Indien pl:ivate. tector lo a well 11ltentiolle4. 
t. . . ' . ' ' • 

atop,. The 'Hathl Comm1 ttee 4t~ltned ~ majo~ %Ol·Q· lf?r th4f." ~ ~-~ .. 

public aectot !n tbe ;bulk dftg prodt!Ction and l'$eol'\fed.M . · 

di'Ugt OK01usive1y foz; i·t, OUi: e.f. a total, of 11'?. d1U08 ltJei\,. 
I ' . 

tif.ies .as etutential ·One$. ·The NOP.t bowevel'•· bas .J:eaezv.ed 

only 2& dtu\18 · 1n favout: of the pub11t see tor:~ tmd c1G$Ctf.led · 

only 114 dxu.ge ·BG eastnttal\i 

ihG: peJ:foanante of the pub11e $ec~o.t J.n tho .P1:Cductiol). 
. ' ot bulk daN.g.$ ., we11 as ln l:educlng the ttehno1ogioal do-

pendente; hai n.ot: liVed upto eJCpectatlonG, Vlhi~e the lDPL 
. ' 

at Rtbhikoah P:f0due.~4 mudl below J:ts 11eenGed ct~pac~ ty 4urtno · 

19?~78, anothet' l:OPL a\ Hyde:rabad •as somevil\a,t bettor during. 

the eame pe:-1-od., The proctuctl.on ot comtJ naw1y dlacovobd 

d~gs 4ld not cOJntrtence ;at a11 at the HAL,, tor which .lnte.,., 

national patents ere ,obtained. the publlc $ttCto:t unlts 

showed a poor ptltfomence !n. te%JDQ of pro:ti t ma~lnD ac wo11. 
The HAL end the l DPL togethet- w1 th the Kerala Sta:to DI'Utt 

~nd PhaJrAae~uticals obteinec:t gnss pS>Ofl u. ,amounting. to 

fb,.4.29 cnre&t ,end net prot1te amoWttlng to ;. meag~:e ~.o.al 

c~ore•, wheJtea$ th.e1" tot,el. ptd.d taP copi tal. wae of tho osdett 



··- ..... ~; 

~ontlnuously J.ncut~ng raeg•ttve net. J)D:f$.t# !!tts:r t=x ov• 
. . 

.•~nee 1973., itd.~; t~ is cue .emortg othe~i thin;• to the . 

eve¥" . capt taliaatton. ot . t.be .. P\lttUt .aecto.:7 -unit~~~~ · 
. : ·. the .P\lb:\1¢ t~c·to:r · policy ,,. ft§etl'f.i . to · the: hulk. ctwg 

production t.~nd. the· :Wb$tJCtU&nt <ilepo.$d ir:tt,· w~h d.rug.a -

.~~ p~vate $ector :f!lso ~.-s.h1.ghly qU$9Uottflb1et ·. Sinte 

~e fo:mulaUon ac-ttv.tty of. the· pl'ivate .cOU!panies (:including 

. MNCa.) ~opend$· on tht bntk. ~9' · p~d~.t.c:ed ·by ·the publl~c . 

-.ectol',. t.hnftO .ta. no ~fth~n1$m to ~~$ul'e 'ti\at :the public 
' . 

. tec.to~ .does . not be.;ome a t;e.rv~cinli# ~~to~: of ·the UJNQ -doml• 

na·ted pnvate $$ttozo.13 ... l.n ·feet. it wou.td have be~ a 

_bette~ pt~po~lticm for the publle ••cttJ:' to etal't itt own 

fomultrtton act1Y1 tv• 
The Hnthl COifJ!ni ttoe :etnd suba-~enuv the NOP. heve 

f·onn:ulated that the pub1ic oector thou1d :se·t an· nxemp1e 

ln R and D .by ln"""es·t1.ng ot lc.aet 5 · pet! cent of l ts net 

turnover en R end o activity. lt .1$ e.lso a policy ·Qbjoc

t! ve ·thet ~ttort$ $hott1d be m$de to x-e<~ut;e dependence~ on 

foreign compante& for technology• tb~gb lnd1g..mt>us teeh

no1.cii1<:el e·ttcrt$ •. HO\vev.~t;. 1n aetuel. plt'attlce the. public 

•eetot: hf:lti belied the hopes on both counts.,. 

The public tectoJ" fl and n expendi 'uro wn.ounted to 

around 2.5 .. 3,!0Q per cent of 1'\1 tot61 te::raovet c.\l~:tno 
197 ... 79 p~rtoa. The publ'c aector t<Qcbnot.oq1ea1 etta·ria 

&lso -preeent on equally d!sap;utlnUng p1etuJ'e· of prog~eso 



131 

t-o\var:ae. ~$elf~nliance·~ 1ht public itJ&cto» un!t$ depended 

on· tot-(1J..gn tecnnology1 ana ltnowJ.io,, tlnce thoir: inception 
# - . ' 

tight upto the pJ:e$·tnt.. ,F~t~ent $1\tfts lrt co11~borot1011$ 

ttom one .country to -another and fnm ono w~logy to 

anotl\e• have Ctea'M!d the p;rob1ens .of adaptation and 

aseim11eti.on of tmpo~teu te~l<:>mt to th~ .total (:OJldlUtm'O · 

-and alto· hempe;ted. the lnd!genou~. tecbn•l.ogieet effort~, · 

tho only· tt:e<U.t of. tr.dJ.g~n~uG technologJ.ec! ett~"tc . 10 -fa~: · 

bas been the di·seove•v of anU:fl.!ntd prepara.t!(U't$t :hemycln . . 
.nn··A .... u!I!>....AA·n .. " .. l'" .. ..._ •'-<i!!i u.n 14 
"" ' U ·p.~ll;i\'V_..UI 117'· ··iii 8 lJ;; W~· 1(1,.~;· · 

\. ' 

Th• .Pllbli<: $&etot*$ ;p~ie,lng polt~y· atoo wes fiJ:t"UC:t . 

fJ:Om both .a 4oot:r:tnel .as wt11 -• crt p:ra<!ti'-:~3. potnt of vi~v. 

The prid.ng. polley of the pUbUC eectot only h~iped ·tho MNC 

domlraat·er.t private Qe"ttcr. Th1:1 pol·f.ty -.ru~teed ot having e 
. . \ -

l.'aUoneUiing and sttabllitt1ng effect en. tbtJ gene1;al pd.co . 

line of the phaxmac~ut1.cals;, proyided a· convenient l$eway 

f-0. I' .i.t.. !Pwttl"". . •.t. . 1 ' ..... j•ot·~.·· •y "'h~<t . ftftM">..... ... --""':!:'' .1 16 .. ·. \14d'~ - wnawona G ·'"' • vo~l>. "·wil-l' p ~""~ ;IOU \'fwu~~ eA.. 

The lndf.an privet• tecto~: (ox·c1ud1ng MNCe), 'too did not 

pel'foun any better ·Gl th~:r. · Som~ . cf tht3' ,c~panie& ferQ'd well 

1n fol.1ntt1ttUons, b:Ut they were .moetly MRTP -ccmpaniea. The 

'p.l'1 Vllte ln4ien eotnpanie$ . Gl SUCh,. put up a poo.- <!hOW~. Whet

GVOZ' be tb0 gove:mtnefit' 41 tnt.enUon. on th~ queeU,on of sbow!ng 

preferenc.- to tho lftdt.an pnvste companins v1Ju11tb~r 111 ·the 

prov1td.on of bul.k dzvgs ·tQ non-.aoaoc1nted fotm\Uatlcn8:, or .in 

the .l'egulart•eUon ct ellpacity, . ttl* NDP conteln& tuff'!c1tmt 

1oopbol~s, wt.S.;b the MNCf.f are capable of suc.eest)fttllY' .msn1• 

_pu1atf.ng in tb~t: favou. · 



The eonu-nuaU&n ot mul UrtaUotutl oomtnan~e ln the 

lnd!.an tma::maceutlt~,tl industtY J:d$-e.~J sc.me tuncame.nltal 

.queeUone in the pc>litl<:a1 economy O"f devel·Qpment r:tftct 

needs to be enswertxt at that level. ln evesy t•ooh fomul~. 

Uon of the oovemment•e poltcy., one of the objectiVe$ pat• 

ttcule:rly emph:ad&ed ·wac thtrt of f•sted.ng .aelf·~oliance:• 
The dependonce continued wl th ftin.fo~>ced vigoa• \vi th ev~o!Y . 

• 
tucce&&tvt decla2:atton 'ol mich policy"'. The· tmport•nt quea;;."· 

t!on wbl·ch need-& to be tum.ln.ect 1c, Whether InGle 1s c.apcb1e 

ot m.;lki.ng her om tecnnologltal .• nd •e.onomtc deiielon,e ln a 
. . 

• t - . • 

ct.tuatton in which fnctemal. econ•c .links wt.eld <:on-tldembl,e 
-

lnftuon~e· on her p~:ogromme of development:. 
ln<.~S.an piannlng evel" since 1te ln~crptlon hae been depen

·CiGnt hef1V11Y on ·extemel '£lbo~ngs anrJ f6H-ign ald. · Tbeto 

was ol eourae, a ted~cU.on tn ald lnf.J.ow.o in th& oe1'1Y 1910s., 

but ·of !ato., 1ar:,e ·$Cole bOs<l:OWing.$ he.G on~o 11\ltiih b9en 

resumed. Tttte real" in pdti·CU14:t1. the tvol."etn1ng \s·~\balanco 
u\i? 

ot payment$ hev:~ fo"ed tho .gover:.nment to .boftcw.r heav11Y• fnm 

the lMF and tho Euro-cu~ertcy tna,-kete apart fzom Aid-Xndla 

Consol'Uu:m. 
to· 

Tbua, the govetnment. Uue ove%' 1 to balsnco of p~ymont 

d1ft1cultles, ~gcme~a11Y ~sorts to borrowi.ngs f:tom J.nte,_.... 

tul·Uonol organlaation& $G wo11 eo f,tom advanced economies. 

and When the paym.ente difflcu1Uo:e wor:&en, 'th$ •eal,e of bo~ 

~owing 1& lazoge~.. Hence 1 t J.e $tot GUJ'P:isino that tba gcvcn• 
ment het bOrrowed FG•$40 cro~es trom the 'IMP's Truct .Fund and 
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total borrowlngs ft'Om the lMP h~ve amoun•d to 1\);,815 :t'"N:$ 

in 19'79-80 al-onG.,-. The qov~J.'Imlent e.l$o took cnc~t·t f.o• -e 

l>o#':rovd.ng · of $2.,.4 bl111on 1n .19fe-Vt .ana $3lli4 blll!on 1ft 

1979-so., fzom the Al<J•ln<Ila Gennortlum of whtch tb#i! wo~14 
. ' . 

Bank is ·the ma1n sponsol.'~ 

· lt has lincu:t long been eet:abl.tshed that feJ";e1g-n $1d 

whother i. t ie dl.r:~ctly fr:ofn a go:Ye~nment~ or fJ:OJn. en lnte-. 

····national· agency.~ invat:l-ably 1atte~•s the po14t1co-ot:onornlc 

!owuoolt of th~ at~~ec1p1$nt..16 l t 1c al.$0 pointed O\lt- that 

the worl.d Bank hae not sl«nply »em&J.ned e. pnvt.dea< of dev(a. 
., 

lopment loans·,~ but over tnt~ past low year• 1 t h~;Io become 

a major tot:ce ln ebaptng:. the economic po1lc1e# of vanou.e: 
cou~tri-e&.11 

·tne · genota.l .f!l~depeMente he$ 4r:eated a sui tcblo 

climate tor ccnt1aust1on ot MIC:$ 1 ana· turthel'ence ·O.f 

·tochno1og1~al. dependence;·~ · .eeelao.e,,, po11c1e$ .like • expol't

lect• · g~owth a.nd expo$tkd.·m:ttett.on :have :gained momentum in 

the ~Hent pf!et.18 ICPnt'!ll.c iYGU·• iteo, c1~1.1tlv a·tate• 
·that e btOad bae~d str-ategy ioJr :tnpld ~export growth s:n tbe 

coml-nq ~d-, Ghould be -adopted, •wtth a sy#t«n of ln~cen-·· 

tiV&s which make& exports p.-ofttable and oncouzoagec eapol'\ 

-g&-owth in a%eeG of dynamic ~compa~auvo of.iVanteoe''·• lt 

tur:ther .oays that it ia neces&aJ:Y ·to keep 1ndusut.at po.U~cy 

undel' reView· so 4\8 to .rwJOv.e1•W\uue eo$t#:.lct1·on.a on prOd\lo

tion ana cap.aci ty eJtpaneion ift a.-eao With e•port potcmttal.~' 19 

tlu'!: :new dl'Ut po11-~y h~.;e to be seen ln this contaJCt, 
-

whele the • export-led• g:owth c:aught on in the upp~~ 
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echel.on.s of the lnalan · ,Olley mek1ng. tbl$ po1tey $.6 S.·n 

clee~> c·onfotmi tv \\tl th the pc1£cv of ~1-eltsatlon ot 
llletal faP$dt!e4 of the .we dominated priv•te GOt:io.t' com

panies !n the dr:ttg 1ndU$tJ:v •. · 

The el¢port ;l.~d t:towtA &t .. ategr end tho expol't obUga

tio:n on: a f1tm· .eo~to place. ~· dQa:$$t1:t flm ·tn . " .\vta;k be.. . 

. gaining po$1:\lon vie-t-v!$ ltf¥ forelgJ1 <:ol1~:r:atPr., Tbto 

weak-ne~s :mi-qht · eVGl\ .l~np1:ftrit ·on· the ·dCme-G~.c f.t..l1\·•$ a.b11l tv 
· ·t.o a~c·ur~ e·CCGJ$. ~ eontemPO~arv. ·te.ctmology ~nd knowhow ..... 

·that :ts tniU-~l.ly pul'dlased \U\de% .tb• ~.o11flb01'-&t!O;n agn&.-, 

montt20 ·Hence, the $)lpoJ:t .Qbllgt.,.tn 1n: tum t~&ad$ ·to •o~ 
Unuea ·depenttenee on .tc:re!:gn col1a~>ontor •. and aJ;$0 imp!1$t' 

the uncli. Ucal import of. ·tG~ology by tb~ at.d•teot·p£tult, 
.. ~ . . 

eountr:y, stnee he%' .ece&t$ end ·Cho!.·Ce to~ t,t#.hno1Qg:y :lo 

limited by week•beqaitJing po.&i.tlOf\•·· 

Another b\41 t.in d~•ack ln · tblt etrat~ ltJ that tho 

teehnoit.tgical co.tlabore,Uon. 1•, p~n~ tro t.requen't $bift·G . on 
the basts of tempo~ry gd.nc th:ougb 'ilewly f~und co11aboza-, 

toi'• Thia zo:esul ts itt ,CO!-np1ex problems of abto~Uon end 

aesimJ.lation of lrnport.od technology and. .$td.11e. In f.ac,, 

the leek of 1n<.i1gen~ue. tecbno1og1ce1 l'moe.t an:d · of e.ffo.rto., 

;treate~tp&'Oblens of ·ed.aptaUon of technology; whleh 1n turn 

J:eeul to tn fUJ:'the,l: 1mpo~:t ~d. conU.nuaUon ot technologle:ot 

col.tabo~Uon. Hence-. a long teebno1og~ca1 coll~btt~aUon 
harnpeta tb• .tocel tcohne>lo;lcal ccpabllity of tbe ·technology . . . 

,~te1vtng cowUy ana mtgbt l'eeult 1n the p~eeae ot self• 

perpetuatlng depen(lence. 
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He'nce,, any eea.:re'h lor eell·r:~.t.once .must aim at :rG* 
~ • . 1''1:· . '. .. ..... -. 

ducing tucb a CQ1f~ez:petuat1n; dependence tbJ:Ougb b&$ll 
. ' 

ohangae in the techno.econQJnl.·c 'ltwetu~. ln. tho Indian 

·cont-ext & ot11_l .tn;:oadu e.-nation of the ~ndlan bou.rg•ot,t.e 

and its ·evolution unaer to1onia1lem; t·te abl11t.y to manl•. 

·puJ.ote tbe pol.iUc-al ant~ etate appuatu~i., the ·nirtua-e o:f 

c:tate ·capital1$Dl and tte conttadlcUone ~nd c.omp.:omiGea · · · 

.WLtra· tlnped.ailsmt2l ·tan only Oilf;Jl.ain. a.t to V1hY the ·techno. 

1og1eai~ ·choic·o ·tn l.nala na&· been 1tl f,evour of foaign ted\• 

nology~. The lndten :bwtgeoi>cd.·e aft~!' 1ndep&ndenCOt aevoid 
of .e&i'ller. a•nnoth·, iiad tO comprom&ae ·with tho qalatlng · 

etml•teuda1 .Ht up.~22 · ·ibey bad to .. al.lY ~wttb MNCo tor 

teebrto1orrl e.nd hlpo#t of teobnology has pftvi~d them tm · 

oppoZ'tunity to t)tt-abl!eh ana ma1·nta1n :monopollttf.c pos.t.Uons· . . 
ln. the domeou.e . mal'ket. This 1A fact bao bec·ome en. obcta:Cle 

to both develo)Dent :$1\d u;u.u.~:etlcn ot lndigenouti tGcb.nolo

g1ce1 poten;t~a1itt.es Md hence .dependenc:o hae become ·A 

se1f•perpetuat1n.g pr-oct:$S• My genuine poiicy of self• 

l'elianCet ln the pba.J:ma·ceut1U1 •ector OZ' fOl" that matter· 

in ~ny 'cec;.to:t of ·the -economy, ~nuct aim at doing· 1:1W&Y w1·th 

ouch t.echnologteal <t®~~mdenee, to the extent pocslble,, and 
.for tbi:o purpose must ee·\ ~about al.te.:d.ng the tal\dt!rlyino 

couJ:ce ~f soci.o-$'eonomic development i tse·lf": 
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APPINllJX. 

PIWW.AC£UUCAL R AND 0 AND ITS ~ENTs+. 

Resea~ch: ana expel'imental development mey be defined 

as CJ'eat1ve work undertaken on a· &y.ct:emaUc basie to ln

ctease the stock of .$c1entif!e ud technical knOwledge end 
to U$e ·tnis stock. of kttowledge to deV1fie aow appU.catlons\.f'·'rl¥ 

ln the tontext of pbamaceuttcalc;; R end D concens pti.• 

manly w1 tJ\ the alsc:cwery of n.tm pnocd.pU.on medl<:!nea. 

For analyt1c~1 _pui'J)O&e:a• pb•rmac.euu.cal rt and D ten 
be diVided into ·two broad categ-otiess (a) Dlnct R and D 

to~ the dJ:Ugs. ,and (b) '*.PPc&-tlve ,R and D or .lnf'ra$.\J."Ucture. 

(.a) !IEMt G&&fmtmtt, 

(1) bllG Alrllm.b• Baste research 1$ o~toinal lnve$• 
Uqa.tton undertaken in -o~eJ: to tain ttmv sc!,enttfi.c know

ledge ana understendt:ng,. l t is not prirnar:t1y diz-ected to-. 
watds any apeclf!c practloa1 olm or appl1c$t1on. 

a&sic research. yields nmv hypotheses, theories and 

. general laws. It involve$ the analysis of th~ pr()peru.e:s, 

etructures and 1ntorrel.at1on&hi.po of substances and pheno

mena of ell types wl th a 'Vi ow to o-ani;d.ng the f'i.naings 

into general laws uslng gxplanatorr outline" and inter

prets t1 vo ·theer1es. The trtve$UgaUon has no immedla te 
&pecif.lc practical sppltcatlon in View but may bo ·oriented 

towaraa an area ol interest to the pttarfoxmlng organization. 



( 11) 6Jm.liiS ktftll.dl~ Appll,ed ~etJe&Jicb is the · PJ:tretical 

epp1icaUon ·Of .knowledge dedvtd .from baotc ~ec:ear:cb .and 
•;..:·;~"··el-<"1-l:~ .. 'f,iJo • , • >.,·"'';llft\.~:&'f,t'1' 

covers product and _pl'Oces$ retes•Ches 1n•1u4no thtt pzo- · 

bleme conce:ming prod\Jt:Uon,. ma!nten&nee .and to ·Oft• · Thlo / -
c~n .be tux-ttle# alv1ded into ,(e) pHduct :1:-eoearol\ ·on extst

.l:ng linea, W!\i,ch lnclude$ :n.ew eomb1tUtUone ot :e«rtlve ~~: .. 
gJ:odi_ents ar\d prq4Ucts of f>\ll'ely lmlteUve natuJ:eJ. (b) p~· 

due~ .i!'e$e.$r.ch · on na-1 llneo conetsttng of elnglo :Cbemlctl · · · 

.enu ties ?Jb~eb ba~~ not be~n lnt:oauoed pl'evtoualy 1ft the . 

Indian 1ndustrte~-J .. and.(t}. p~oceos improvement, e1the;o in 
I 

~:eau·cU.on A.·n numb!r -of .stages ln ptoaucUon ol' :teplt.Jc:em.&nt . 

of costly or imported m.ated.al· ·by cheap and lndl.genous mate

rial or lncnese 1a y.te1·d/~uotlon ln coot an.d efficient 

uUllaa Uon .. of lnput.t. · 

. (111) PAYI&!BtttDJ• Conctm~s the d&t1n1 tion · ol the · 

opt.imvm dotage form. to~ the , sub$lanca:; t~t&nsfeJ:i:1ftO · the 

· ·ConlpO\il'tt:a intO a tnf!!dl:Cal p~GJ)al'&tloJi,. 'GUCh es . i.ablot$1 to 
esteb11,sh the most effective.; ttabl.Ot ps.l.atable end VJell 

t.ol·era·ted fom · of a<:fm1nt,stl-atlon.-

(lv) lbQ&IIltlai&C .fiAIUrstb• Thie lt pdmad.ly eoneemed 
wl th th.e cltnical testing ·of ·new and enatlng compovndts in 

.. 
human.&. 

Genora1l v clinical testing 1$ carnoa out in tour , 
phases. Phase one 1& con~elft$d w1 \h det.eltn1nlng how no.Ml 

·persons metabolize a ds:ug and · hwnM oaf•tv aepeete. ln . . 

pha$e two, tho d:ug 1a teated on -a llmlted llwober :of sick 

people to at\.&tss the dwg•s •ffecUveness againct s disease 



and tate dosege rang.&i ~~ a pl-odu·ct. · £xpende<f studies a~e · 
·¢~1-ried out. in phase thNe to statlstlcally eoiitlm phece 

·.twa finding$· .end detec.t ~rate adve:tte ·eftcecte and check .in. 

terae Uone wt th other d~rtJga. · .Phase fout cttu:ites- •·~'e dtrocted 

· ··towas.·ds exPanding the tbetapwUc ·cla1lb8 of a pz:octuct ll1l well 
. as 'tnon1 to:a.i.ng .long· tem· 'eft·ect$.. . .' : ' ,· . 

,,• ' . 

• t•o«f animal houco. · 

c-.t> blitmSA&&ea it~' ntls -~d be ·consid.e.ttd 

both ae an lnfaras·vucture .acUvtty . as well.· .ao pd.mary eeU• 
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vi ty. Fementatlon 2"e&ea~:Ch 1G m~lnt·r conterned · w1 th p~ 

blem& of producUon of ~ntlb1ottca and eonse othet WPH of 
J.C}"";:•-t,;_.,.", ·-. - -: .. \ ...... -..... .A:i•'lt 

drugs ·Which e•• p-rowcu of f~entatlon. flew metertal.o,·· 
strat.n .ana tnedium apl'OVem•nt_. bette~: eontto! o-f p! tt . . 
Vll.ri.f.)t!On ·Of etmosphe~ An. vmic:h the fo:mentats.on ,., c.on-

dU.cted.. •tc• an tbe tt.e.-14$ in Wb1ch 1nvestloaU.on$ ,en 

carl'1ed out. 

(.111) ~-~~-.MIIbi~ .. GDd lt!liAD.Jit.fbWtil$iAD:I
Tht mtin plank of tM.t--tt 'tbe develo}fttnt of -eq.ut.pment. ~nd 

. . . . . . . . 

ma,bt·nerr .requi~ed to2: pl"otJtac·ts.on of a dl'tJ9•· - ~~king 

1s often· a mul.U·•ttep p.ftc&·t$•: SO eubt~U.tutlon et arJY 

atage will be beneflolal not .oni.y .ff~J: the ecoruJmVt . bu·t 

ails.o fo~ estab1ts:ht.ng PIOdUt.ott com~tontt. td.ttd.;ft the 

country... , 

(lv) ia~li&J ·Tht-e -ac.t.tvt·tv coul.d ~al:d1V be conct• 
d~»ed ee ,.~, of eny I'EJt.dch ~u vlty"' te~elllng' amount .. 

· of mateJ'lal to be paeiked o~: bottlu in eonteinera_. upkeep 

of the ®'tl.ity. ot ·tho tomulattonl! ,egainet tempe,ratu.n, 

humidity, wan,portaUo.n et.c~ e~e part ot this. ~cUvttr• 
'Tho_ problca of hiflb 1111tonqr -ana low hte1th an<t dWf. 

conse1ouone$.G, among the tenorn1 pub11e- rne:k•c tl\1,1 type ·o-f 

resea%'Ch Unp9'1'tant. 
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