A potential blessing in disguise for pharma

DOMALD TRUMP DELIVERED two tar-
iff shocks to India last week — one offi-
cial, the other a prelude to a likely offi-
cial decision, announced through his
social media platform. The first, effective
from July 24, imposes a 10% tariff on
imports from India under Section 301
of the Trade Act of 1974, following in-
vestigations into the use of forced labour
in exports; pharmaceuticals, however,
are exempted. The second, announced
on his Truth Social platform, is that
imported generic medicines will face a
100% tariff for oneyear from August 1,
2028, rising to 200% thereafter.

The 200% shockis not aimed specif-
ically at India, but the US is a major des-
tination for Indian pharma exports. No
formal order has been issued yet, though
it appears to be a continuation of the
proclamation of April 2, which imposed
a 100% tariff on imports of patented
medicines and their active pharmaceu-
tical ingredients (APIs) on national secu-
rity grounds under Section 232 of the
Trade Expansion Act of 1962. That
proclamation had stated that measures
to address such concerns arising from
import of generics, biosimilars,and their
ingredients would be considered later.

Ifimplemented, the 200%0 tariff will
have a deep impact. What are the likely
implications for the Indian pharma
industry,which is heavily exposed to the
US market, and forhealthcare in the US?

The USis the most significant export
market for the Indian pharma industry
and a key driver of its growth. Last year,
Indian firms exported pharmaceutical
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products worth $28 billion, of which
3 6% went to the US, Butin formulations
(finished dosage forms),where India has
a strong comparative advantage glob-
ally, the US share was 41%. This means
that US has a special role in the growth
of Indian pharma industry, which earns
about half of the income from exports,
primarily of formulations. Interestingly,
in the quantity of formulations expor-
ted, the US share is much lower — 17%
in 2025.This shows that the US is criti-
cal to the profit generation of this indus-
try, not merely to its volumes.

A 200%g tariff is therefore not going
to deter Indian firms from engaging
with the US market. Some leading firms
arelikely toinvest in the US to manufac-
ture. However, such investments may
not be aimed solely at tariff-jumping,
butbea partofan integrated strategy to
move up the value chain and diversify.
Atthe SelectUSA Investment Summitin

May, Indian industryleaders pledged an
investment of $20.5 billion, of which
$19 billion was from pharma. It includ-
ed Sun Pharmaceutical’s $11.8-billion
takeover of New Jersey-based Organon.
With this acquisition, Sun Pharmaceut-
icals will gain access to Organon’s com-
mercial network spread across 140 cou-
ntries and a strong foothold in China,
currently the hub of pharma innovation.

Another leading Indian firm, Lupin,
last year announced a cumulative
investment of $250 million in Florida
for R&:D and the manufacture of more
than 25 critical respiratory medicines,
including lifesaving albuterel inhalers.
Respiratory medicines such as inhalers
are considered complex generics.

A number of Indian pharma firms
have already invested in the US to establ-
ish R&D centres. Trump's renewed
threat may push them, and some other
leading firms, to invest further. It is less

the US with focus on complex generics and R&D

likely that such investment will go into
the production of commodity generics
than into complex generics and R&D.
Trump's threat may thus turnout tobea
blessing in disguise for the Indian
pharma industry, which the govern-
ment haslong been pushing to move up
thevalue ladder.

In commedity generics, which are
relatively simpler to produce, Indian
firms are likely to keep exporting from
India. It makes little business sense to
investin manufacturing them in the US.
It is precisely the higher cost of produc-
tion that led to cutsourcing of APl man-
ufacturing to countries like India and
China; producing in the US from the
basic stages would only raise the cost of
the final product.

This policy will nonetheless have a
majorimpact on US healthcare. Generic
medicines supplied by Indian firms
accounted for 47% of all generic pre-
scriptions in the US in 2022, In certain
therapeutic areas suchas hypertension,
their share is as high as 60%, a measure
of their contribution to the US health-
care system. Overall, medicines from
Indian companies provided $219 billion
in savings to the US healthcare system
in2022.A 200% tariff will only squeeze
those savings, as the additional cost is
maost likely to be passed on to USbuyers
and patients.

Atariff designed to secure America'’s
medicine supply maywell end up raising
the cost of its most affordable medic-
ines,while nudging Indian firms precis-
elywhere New Delhi haslong wanted to.



