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Letter from the Director 
 
Dear Delegates,  
 
Congratulations on committing your attendance to the Canadian High Schools Model United 
Nations Conference of 2017. It is an honour to be serving as your Director for the World 
Health Organization committee, and my greatest hope is that the conference will challenge 
and reward you as a delegate. 
 
My name is Jan Lim and I am currently a Grade Twelve student at Sir Winston Churchill 
Secondary School. My Model United Nations career began after I spoke for a grand total of 
three times as the delegation of Uganda at WHO CAHSMUN 2014: Needless to say, ever since 
my attendance at an array of Model UN conferences has developed my abilities and character 
immensely.  
 
Outside of Model UN, I am deeply passionate about social entrepreneurship and direct the 
Vancouver-based non-profit organization Starts With One. I’ve had the honour of serving as 
the President of my school’s Student Council this year, participating further in the school 
community as a track and field athlete. Recreationally, I love volleyball, painting, and 
attending social events.  
 
As I conclude this letter with academic responsibilities, at varying levels of neglect, looming 
over my shoulder, I begin to feel apprehensive as to why I invested countless hours and 
paycheques on Model United Nations initially. However, picturing the lively debate that will 
take place within our committee reminds me that Model UN is one of the most uniquely 
gratifying experiences a high school student can attain.  
 
Whether you’re the type of delegate who passionately follows the news or is dependent on 
Facebook headlines, I urge you to challenge yourself this weekend. I can assure you that the 
skills you acquire over the course of this conference will remain with you for the rest of your 
life. Welcome: I wish you all an unforgettable experience. 
 
With kind regards, 
 
Jan Lim 
WHO Director – CAHSMUN 2017  
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Committee Description  
 
Founded on the 7th of April 1948, the World Health Organization (WHO) is the managing 
and organizing authority on international health within the United Nations’ system.1 Since its 
inception, the WHO has evolved into an organization of over 7000 personnel, working in 
offices in over 150 countries. By providing recommendations to governments, promoting 
health standards and procuring an operational response team to areas experiencing 
emergency, the World Health Organization has the capacity to lead humanity to a state of 
better health.  
 
As stated in Chapter I of its Constitution, WHO was “to act as the directing and coordinating 
authority on international health work.” This resulted in a considerably broader scope than 
any other international agency of the United Nations. Fundamentally, the WHO focuses on 
building a healthier future for people across the globe through its constitution’s principles, 
one of which states that access to health is a fundamental right of every human being without 
distinction of race, religion, political belief, economic or social condition.  
 
The WHO’s highest authority is the World Health Assembly, which convenes once each year 
for approximately three weeks in May. The Assembly includes representatives of all member-
states, with over 166 countries represented in 1990 (The World Health Organization and Its 
Work, AMJ Public Health). Each member state is granted one vote each, regardless of 
financial contribution to the United Nations. As a result, although large countries will 
inevitably exert a greater amount of influence in the international community, within the 
Assembly, all nations reserve equal constitutional abilities. 2 
 
Importantly, the WHO operates in six distinct regions, with each regional office exercising 
significant autonomy. These areas are recognized as the Regional Office for the Africa, the 
Americas, South-East Asia, Europe, Eastern Mediterranean and for the Western Pacific.  Each 
Regional Board has the freedom to implement global policy decisions of the headquarters 
utilizing methods most suitable for the population at hand.  
 
A notable aspect of the WHO’s policy development process is the involvement of Expert 
Committees. For advice on close to all technical questions considered by WHO, the 
Secretariat will appoint an Expert Panel that will in turn select Expert Committees to 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1 http://www.who.int/governance/eb/who_constitution_en.pdf 
2 http://www.ncbi.nlm.nih.gov/pmc/articles/PMC2509615/ 
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recommend policies. In 1990, there were expert panels on forty-seven subjects - for example, 
malaria and environmental health (The World Health Organization and Its Work, AMJ Public 
Health). The panels contain 2600 persons and professionals from nearly all nations, and the 
committees are intended to be fully representative of specific countries that are of most 
concern to the issue. The integration of experts into policy development is thus fundamental 
to all WHO endeavours. 
 
With its vast resources and high standard of international involvement, the WHO has 
accomplished incredible feats for our society and the amelioration of human health 
worldwide. In its first decade, the WHO focused primarily on the infectious diseases afflicting 
millions of people in developing countries; these included malaria, yaws, tuberculosis and 
venereal diseases. It achieved a medical breakthrough as an organization when it 
demonstrated that tuberculosis could be effectively treated during the 1950s. Subsequently, 
during the 1960s the WHO collaborated with the world chemical industry to develop new 
insecticides to fight “river blindness,” a demonstration of its growing influence as an 
international body.3 
 
The WHO continued to achieve during its later decades of operation. From 1968-78, the UN 
organization was victorious in eradicating smallpox from the earth. Its political influence was 
demonstrated during the Alma Ata world conference of 1978, hosted alongside the United 
Nations International Children’s Emergency Fund.  
 
Notably, the great majority of WHO member-states are young developing nations, thus 
preventing Western powers from dominating policy decisions. Hence, since its inception the 
World Health Organization has grown to become one of the most “universally respected” UN 
specialist agencies (The World Health Organization and Its Work, AMJ Public Health). 
 
Currently, the WHO is following the itinerary outlined by its Twelfth General Programme of 
Work, published in 2014. The Programme is titled, “Not Merely the Absence of Disease”, and 
focuses upon the six primary goals of universal health coverage, international health 
regulations, increasing access to medical products, social, economic and environmental 
determinants, non-communicable diseases, and the Health Related Millennium Development 
Goals. The WHO has also commenced a reform strategy as of 2013, and the UN specialist 
agency aims to improve and alter its programmes, governance and management structure.4 

 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
3 Porter, Dorothy. The History of Public Health and the Modern State. Amsterdam: Editions Rodopi, 1994. Print. 
4 http://www.who.int/en/  
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Topic I: Improving the Distribution of Pharmaceuticals in India 
Overview 
 
With the world’s fastest growing economy, the state of the Indian pharmaceutical industry 
affects the livelihood of nations worldwide. However, despite the industry’s vast influence, 
fundamental flaws afflicting key aspects of the Indian pharmaceutical sector result in an 
upwards of 80% of India’s current population with limited access to essential medicines.5  
 
Though it ranks third in terms of volume, the Indian pharmaceutical industry remains in 
fourteenth place when measured for value. Evidently, the current state of the Indian 
pharmaceutical sector contains a discrepancy between drugs produced and research and 
development activity encouragement - this is further reflected by the nation’s highly 
fragmented and convoluted pharmaceutical distribution system.   
 
The historical domination of foreign multinational corporations upon India’s pharmaceutical 
sector has crippled the development of domestic drug manufacturers. Research and 
development activities have been limited, as domestic companies have been incentivized to 
focus efforts on the development and exportation of generic drugs. Consequently, the Indian 
pharmaceutical industry has become heavily reliant on foreign producers and markets.  
 
The government has expended minimal resources upon improving the state of domestic 
pharmacy, to the detriment to the civilian population. Appallingly, it is estimated that around 
three-fifths of India does not have access to modern day medicine.6 The rural market is largely 
untapped and underserviced, resulting in millions of citizens failing to receive the health care 
they need.  
 
Improving access to pharmaceutical products is currently one of the World Health 
Organization (WHO)’s primary objectives, and thus ameliorating the pharmaceutical 
distribution system in India is of utmost concern to the UN specialized agency. The 
pharmaceutical distribution system is in need of a reduction of foreign influence, the 
bolstering of local industry and the simplification of the supply chain; only then will the 
majority of India receive the health care it deserves, and as prescribed by the constitution of 
the World Health Organization.  

 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
5 http://www.ncbi.nlm.nih.gov/pmc/articles/PMC3643337/ 
6 http://www.biopharminternational.com/pharmaceutical-distribution-india 
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Timeline  
1911 – British Patents and Designs Act instigated  

July 18th, 1947 - Independence from the British Empire  

1957 - Justice N. Rajagopala Ayyangar was called to revise the Patents and Designs Act. 

1970 - The Government of India passed the Patents Act as recommended by the Ayyangar 

Committee.  

1973 - Foreign Exchange Regulation Act limited the control foreign multinational 

corporations could exert upon the Indian pharmaceutical industry.  

1978 – 10 000 distributors and 125 retail pharmacies were recorded as present in India.  

1995 – India became a signatory to the World Trade Organization (WTO) 

1996 – Glaxo, a leading Indian pharmaceutical company, replaced all of its warehouses with 

clearing and forwarding agents (CFAs). 

2005 - WTO regulations were introduced to the existing Indian Patent Act. 

April 1st, 2005 – Value Added Tax (VAT) was introduced to India.  

2016 – The total number of stockists in India is recorded around 65 000 and the number of 

pharmacies is about 550 000. 

July 29th, 2016 - Chinese pharmaceutical giant Fosun inked a US $1.3 billion deal for Indian 

pharmaceutical company Gland Pharma. 

August 10th, 2016 – The Indian government has passed the long-awaited Goods and Services 

Tax (GST) Bill to create a single market for VAT style payments - comes into effect in April 

2017. 

 

Historical Analysis  
 

History of the Pharmaceutical Industry  
 
Undergoing immense transformation during the previous century, the evolution of the Indian 
pharmaceutical industry has been characterized by three separate phases.  
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Phase One: Domination of Global Multinational Manufacturers 
 
The domination of global multinational manufacturers distinguished the first phase within 
the pharmaceutical industry’s history, which took place immediately after Indian 
independence from the British Empire in 1947. A British Indian law titled Patents and Designs 
Act, 1911 allowed a “strong patent protection regime” for global manufacturers to establish 
itself; thus, foreign pharmaceutical companies could gain access to the Indian market without 
difficulty.7 The Act was detrimental to the affordability of drug prices for civilians, as the 
production of generic drugs, or identical copies of branded and patented drugs, were 
discouraged. Subsequently, average drug prices in India became amongst the “highest in the 
world” 8, despite the poor socio-economic background of the majority of the nation’s 
population.  
 
Importantly, only pharmaceutical companies who had the technology to bring newly 
discovered medicines to the nation could dominate the industry. With multinational 
corporations exerting control over the nation’s supply of pharmaceuticals, indigenous 
manufacturers were consequently scarce in numbers. Eight of the top 10 pharmaceutical firms 
were subsidiaries of multinational corporations (MNCs) (Greene 2007), demonstrating the 
lack of control domestic companies contained for their nation’s pharmaceutical industry.9   
 
India’s underdevelopment resulted in most patents originating from foreign countries; most 
prevalent was that the majority of these patents were unused, as companies were motivated 
more by preventing the use of patented innovations rather than selling their products in India. 
Alternatively put, research and development (R&D) of pharmaceuticals in India was further 
stunted. The pricing of products became increasingly high, and accessibility low.  
 
During the Indian pharmaceutical industry’s first phase, India became extremely dependent 
upon the import of pharmaceutical products, thus resulting in an unsustainable industry 
dominated by foreign corporations.  
 

Phase Two: The Patents and Design Act  
 
The second era of the pharmaceutical industry came as a result of the Government of India 
appointing a one-man committee to reform the pharmaceutical industry as it was. The 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
7 http://www.iimahd.ernet.in/assets/snippets/workingpaperpdf/19305828832015-11-02.pdf 
8 Ibid.  
9 (Greene 2007)  
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committee succeeded in bolstering local Indian pharmaceutical companies, but failed in its 
objective to encourage meaningful research and development (R&D) activities.  
 
In 1957, Justice N. Rajagopala Ayyangar was called to revise the laws of patents and design in 
order to increase the accessibility of medicine to Indians and jumpstart the R&D of new 
technologies. The Committee concluded that the patent regime under the Patents and Design 
Act, 1911, was detrimental to the state of affairs of the nation, and had led to foreign 
domination and the high pharmaceutical prices.10 
 
The Ayyangar Committee recommended a process patent regime that bestowed exclusive 
right to the inventor of a pharmaceutical product to manufacture and sell products according 
to a given process. 11  Consequently, in 1970 the Government of India passed the Patents Act. 
The Act allowed process patent protection for pharmaceutical products seven years following 
the date of patent filing, and thus led to the development of companies that specialized in 
reverse engineering bulk drugs. Essentially, the revised Patents Act permitted Indian 
pharmaceutical companies to reverse engineer, reproduce, and then sell drugs that were 
previously strongly protected by patents according to the British laws.  
 
Furthermore, the Foreign Exchange Regulation Act of 1973 reduced foreign ownership of 
Indian companies to 40% with few cases as exceptions, and price controls in the form of Drug 
Price Control Orders (DPCOs) were instigated. As a result, the motivation of foreign 
multinationals to sell their products in India was virtually eliminated, and the domestic 
industry began to develop.  
The Indian government also began to support domestic companies by funding R&D activities.  
 
In essence, phase two of the Indian pharmaceutical industry’s development was characterized 
by the newfound ability of domestic companies to produce generic versions of branded drugs 
for the international markets. Companies could now specialize in the production of generic 
pharmaceuticals or generic drugs, otherwise known as bulk drugs, generating a large income 
through exports.  
 
However, despite this economic success, in most cases domestic pharmaceutical companies 
“did not develop the technological capability, nor did invest enough in research and 
development to be pioneers in producing new and innovative therapeutic solutions and new 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
10 http://www.iimahd.ernet.in/assets/snippets/workingpaperpdf/19305828832015-11-02.pdf  
11  http://www.iimahd.ernet.in/assets/snippets/workingpaperpdf/19305828832015-11-02.pdf  
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drugs” (Mondal, 2015). Furthermore, with patents only being protected for a period of seven 
years, there were few incentives for R&D investment.  
 
As a result, although the industry grew during the Patents Act epoch, the industry was limited 
to the production of generics rather than the presence of new technologies that would 
empower Indian pharmaceutical companies.  
 
Phase Three: The World Trade Organization 
 
The third epoch of the Indian pharmaceutical industry came as a result of India becoming a 
signatory to the World Trade Organization (WTO) in 1995 (Mondal, 2015). The introduction 
of WTO regulations to the existing Indian Patent Act in 2005 attempted to nullify the 
profitability of producing generic drugs for export, thus encouraging an increasing amount of 
foreign firms to invest in and conduct R&D activities in India.  
 
However, motivation for Indian pharmaceutical companies to pursue expensive R&D was 
quelled by the event of a “large number of drugs coming off patent protection in the United 
States.”12 The industry continued to grow, once more propelled by the exportation of generic 
pharmaceuticals.  
 
Indian companies continued to neglect investing in R&D of new pharmaceuticals, with 
funding reduced further as a result of daunting “high profile failures.”13 For example, two 
drugs created by Dr. Reddy’s, a leading corporation, were abandoned due to side effects or 
lack of effectiveness in clinical trials (SS Mondal, 2015). Few companies spent more than 10% 
of revenue on R&D, stunting the technological development of the pharmaceutical industry.  
 
Indian firms today face significant competition from Chinese firms in the bulk drugs segment, 
threatening the profitability of the industry as a whole. India became heavily dependent on the 
importation of bulk drugs from China, with 80% of bulk drugs being imported from the 
foreign nation; thus, it fuelled the government to instigate the Katock Committee to “... 
formulate a long term policy and strategy for promoting domestic manufacture of APIs/Bulk 
Drugs in the country …”14 The committee’s recommendations resulted in the pharmaceutical 
industry of India today, constituting of a combination of enterprises that specialize in 
different aspects of pharmaceutical development. 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
12 Ibid.  
13 Ibid.  
14 http://www.civilsdaily.com/lets-know-about-katoch-committee/ 



CAHSMUN 2017 WHO Backgrounder  9 

 
Reforms in Pharmaceutical Distribution  
 
The pharmaceutical distribution system within India underwent a paradigm shift during 
recent decades. Prior to 1990, pharmaceutical companies established their own depots and 
warehouses. These organizations were part of the distribution chain, and were primarily 
responsible for maintaining stock and forwarding products onto retailers.  
 
Clearing and forwarding agents (CFAs) have now replaced these depots (CFAs). CFAs serve 
multiple different pharmaceutical companies as opposed to just one, with some serving up to 
30-50 manufacturers at a time. Each CFA maintains stock of a company’s products and 
forwards the stock keeping unites (SKUs) to stockists on request. Stockists are regional 
distributors, handling typically 5-15 companies at a time. Most companies keep 1-3 CFAs in 
each Indian state, and pay each CFA on the basis of total turnover of products. 15 
 
Current Situation  
 

Outline of the Medical System  
 
Around 68% of an estimated 15 097 hospitals and 37% of 623 819 total beds in the country are 
in the private sector, with most of these located in urban areas (National Sample Survey 
Organization, 52nd Round, CSO, 1995). However, the provision of pharmaceuticals is not 
dominated by the private sector. 16  
 
The Indian Pharmaceutical Distribution System  
 
Overview  
 
A multitude of layers and channels characterize the Indian Pharmaceutical Distribution 
system. Pharmaceutical manufacturers develop relationships with Clearing and Forwarding 
Agents or a Super Stockist, or rely on a company depot. These organizations distribute 
pharmaceutical products to stockists. As a result, pharmaceutical products rarely go straight 
from manufacturer to wholesaler, hospital or institution, and scarcely directly to retailers and 
chemists.  
 
 
 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
15 http://www.biopharminternational.com/pharmaceutical-distribution-india 
16 Ibid.  
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Clearing and Forwarding Agents (CFAs) 
 
The highly fragmented nature of the Indian pharmaceutical industry has led to a reliance on 
clearing and forwarding agent for pharmaceutical companies. The CFA position within the 
supply chain is weak, and exists solely due to India’s particular taxation systems; the inter-
state transfer of goods does not attract any Central Sales Tax (CST), and thus companies avoid 
taxation by employing often 1-3 CFAs per Indian state.17 Since 1990, many companies have 
replaced depots and warehouses entirely with CFAs to decrease overhead spending. For 
example, Glaxo replaced all of its warehouses with CFAs in 1996. 18 Moreover, a characteristic 
of the CFA position is that it is unsure whether or not CFAs are members of a production 
company and operate under contract to a single corporation, or if they work for several 
companies; literature suggests both, with an Ernst and Young study suggesting the former, 
whereas Kanoria (2006), suggests that a typical CFA could represent six companies or more. 19 
However, when a stockist receives goods from a CFA, the goods are invoiced in the name of 
the producer only. Lastly, CFAs are paid either by a fixed percentage margin or turnover rate, 
dependent on multiple factors.20  
  
Importantly, CFAs may be subject to futility as the Indian sales tax system of a Central Sales 
Tax is being steadily replaced by a value added tax; thus would eliminate the taxation 
incentive for the system. Furthermore, many retail chains are now choosing to negotiate direct 
contracts with producers, reducing CFA fees. If these reforms are successful, CFAs may cease 
to exist within the next few decades.21  
 
Stockists and Wholesalers  
 
During the 1970s and 1980s, attempts were made by pharmaceutical companies to expand 
drug distribution to emerging markets. As a result, many “small players” became stockists and 
wholesalers, in an effort to compete with retailers, and with the profitability of drug marketing 
outweighing that of drug production (Iyer, 2000).22 
 
Stockists are in charge of marketing products from the companies contracting CFAs to 
retailers. Most market the products of 6-8 companies, with a minority distributing the 
products of over 50 companies (Iyer, 2000). A pharmaceutical company may be contracting 
its products to multiple CFAs and thus multiple stockists, putting stockists of the same 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
17 http://www.csas.ed.ac.uk/__data/assets/pdf_file/0003/38829/PharmaDistributionIndia.pdf 
18 Ibid.  
19 Ibid  
20 http://www.bioplanassociates.com/publications/articles/BPIBioPlanDISTRIBIndiaTodayOct08.pdf 
21 http://www.csas.ed.ac.uk/__data/assets/pdf_file/0003/38829/PharmaDistributionIndia.pdf 
22 Ibid  
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company in competition with one another; this may in fact strengthen bargaining positions of 
retailers.23  
 
According to the Indian Retail Druggists and Chemists Association, in 1978 there were 
roughly 10 000 distributors and 125 retail pharmacies in India. Today, the total number of 
stockists in India is around 65 000 and the number of pharmacies is about 550 000, an 
increase of around 6 and 4 fold respectively.24 Furthermore, despite the expedited increase of 
stockists and pharmacies in number, the number of prescriptions issued has not 
proportionally increased. Conclusively thus, the current system is not efficient.25 Highly likely 
is a decrease in the number of stockists in the future, as retailing becomes more lucrative in 
comparison.26  
 
Retailers, Pharmacies and Dispensing Practitioners  
 
The remainder of the pharmaceutical supply chain consists of a large number of small-scale 
suppliers, often acting as both prescribers and retailers. Figures for the number of retail 
outlets selling pharmaceuticals are disputed, with the Ernst & Young report indicating that 
there are more than 500 000 retailers or pharmacies in 2005 (Ernst and Young 2005), whereas 
Iyer mentioned more than 550 000 retailers in the year 2000 (Iyer 2000).  
 
According to industry sources, it is claimed that retailers account for about 70-80 percent of 
pharmaceutical sales in the nation, with the remainder being sold directly to hospital 
pharmacies (Jayakumar 2007). Sales in rural India are made through private medical 
practitioners, who often do not keep stocks of most of the medicines they expect to prescribe. 
27 Patients are often expected to buy drugs on premises at small hospitals and nursing homes, 
regardless of whether or not they are in or outpatients. As a result, although rural India is 70% 
of the nation, they only form 25-35% of the market share for pharmaceuticals.28 It is further 
estimated that three-fifths of Indians still do not have access to modern medicines, indicating 
that the rural market is vastly untapped and unattended, due to the weaknesses within the 
final leg of the pharmaceutical supply chain. 29 
 
Of course, donor demands alone do not drive the costs of supply chain management in 
developing countries. It is expensive to transport products over rough terrain with poor roads. 
In India, for example, nearly 70 percent of the population lives in rural areas, where the health 
posts may be few and lacking in staff, electricity, and supplies (Langer and Kelkar, 2008). The 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
23 Ibid.  
24 http://www.bioplanassociates.com/publications/articles/BPIBioPlanDISTRIBIndiaTodayOct08.pdf 
25 Ibid 
26 http://www.csas.ed.ac.uk/__data/assets/pdf_file/0003/38829/PharmaDistributionIndia.pdf 
27 http://www.csas.ed.ac.uk/__data/assets/pdf_file/0003/38829/PharmaDistributionIndia.pdf 
28http://www.thehindu.com/news/national/about-70-per-cent-indians-live-in-rural-areas-census-
report/article2230211.ece 
Ibid.  
29 http://www.bioplanassociates.com/publications/articles/BPIBioPlanDISTRIBIndiaTodayOct08.pdf 
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costs of drug distribution in India are two to three times greater than in the United States or 
the European Union, despite vastly lower labour costs (Langer and Kelkar, 2008). Supply 
chain managers are always concerned with the last-mile problem: the disproportionately 
expensive and inefficient final leg on the distribution chain. In developing countries, the last 
mile is exceptionally long, extending to sparsely populated villages far from a paved road and 
farther from a supply center (USAID, 2011).30 
 
Prescriptions and Drug Recommendations  
 
According to The Centre for International Health Policy, pharmacists’ recommendations 
about drugs and their alternatives are often based on profitability and the retailer’s 
relationships with representatives of various companies, rather than the benefits of the drug 
itself. Retailers are given the power to “not sell a particular brand … They can let it gather dust 
and ship it back to the supplier, pushing the more profitable brands instead.”31 
 
Pricing and Margins  
 
The National Pharmaceutical Pricing Authority (NPPA) is the primary decision maker upon 
the prices and margins of drugs for the wholesaler and retailers.32 Scheduled drugs are price 
controlled, while non-scheduled drugs are not; scheduled drugs are drugs with potential for 
abuse. The NPPA ensures that drugs are kept affordable to the majority of the general public, 
and thus the government has covered 76 scheduled drugs to date.33  
 
In addition to government subsidy, wholesalers and retailers are also compensated with 
additional trade offers in an effort to maintain competitive pricing. There is a great amount of 
negotiation that occurs between all levels of the supply chain, as competition occurs between 
stockists, retailers and manufacturing companies, and hospitals and large institutions. 
Furthermore, “retailers and distributors form associations locally and nationally, and 
manufacturing companies must comply with their terms.”34 For example, Cipla, a 
manufacturer of asthma drugs, attempted to bypass the supply chain by providing home 
services for its products; the company faced significant resistance from the trader’s lobby, 
causing Cipla to withdraw and eliminate their home service.35  
 

UN Involvement  
 
WHO and UNICEF have previously supported India in the past with the donation of 
pharmaceutical products, as a vast majority of the population remains unable to access 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
30 http://www.ncbi.nlm.nih.gov/books/NBK202523/ 
31 Ibid 
32 http://www.bioplanassociates.com/publications/articles/BPIBioPlanDISTRIBIndiaTodayOct08.pdf 
33 Ibid.  
34 Ibid.  
35 Ibid.  
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modern medicines. The Medical Stores Organization (MSO) is responsible for the 
procurement and supply of quality medicines and medical instruments to central government 
hospitals in India, and dispensaries in rural and suburban areas.36 Drugs donated by 
international organizations such as UNICEF, CIDEA, WHO and USAID are also distributed 
by the MSO.  
 
The MSO reserves exclusive responsibilities for the distribution of vaccines received from 
WHO, UNICEF, USAID and other various International Agencies; distribution is regulated 
by various agreements these bodies have enacted with the Government of India. Importantly, 
the drugs donated to the MSO are supposed to be used for national eradication programmes 
such as Anti-Malaria, Anti-Leprosy, Anti-TB, AIDS, NMEP, RCH, CSSM, as well as National 
Health and Family Welfare Programmes.37  In summation, the United Nations has been 
heavily involved with the government in the past in an attempt to improve access to 
pharmaceuticals.  
 
As a result of the Medical Stores Organization being controlled by governmental policies, the 
successful distribution of donated vaccines and pharmaceuticals is heavily reliant on state 
governments. The system has allowed for substantial development of corruption (See: Further 
Reading for case study interviews). The WHO has witnessed full success in the reduction of 
corruption from the pharmaceutical distribution system in the Tamil Nadu Medical Services 
Corporation (TNMSC) and in Delhi, both in the years of 1995.38 The TNMSC uses the WHO 
list of essential medicines, as according to its website. Purchases are only made from 
manufacturers with the Good Manufacturing Practice (GMP) certification, and furthermore 
follows WHO’s recommendation in using international non-priority or generic names (INN). 
Essentially, the WHO has previously exerted considerable effect on select local Indian states to 
combat corruption.  
 
The approach undertaken by the TNMSC and Delhi has been dubbed, the ‘Delhi Model’, and 
currently states as a joint initiative with WHO backing, and input from the Delhi Society for 
Promotion of Rational Use of Drugs.39 It aims to reduce the range of medicines purchased and 
parallel drugs distributed with WHO’s list of essential drugs, and to improve the affordability 
of pharmaceuticals without the compromise of quality. The programme consists of five 
components: development of a drug policy; list of essential drugs (EDL); pooled procurement; 
quality assurance; and training in rational prescribing (Roy Chaudhury et al. 2005). However, 
its impact will be limited, as it can only affect hospitals and distribution centres run by the 
State government, meaning that only one third of hospital beds in Delhi will be covered, as 
most beds are run by the Central Government.40 
 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
36 http://www.csas.ed.ac.uk/__data/assets/pdf_file/0003/38829/PharmaDistributionIndia.pdf 
37 http://www.csas.ed.ac.uk/__data/assets/pdf_file/0003/38829/PharmaDistributionIndia.pdf 
38 Ibid. 
39 Ibid.  
40 Ibid.  
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According to the WHO Country Cooperation Strategy for India report of 2012-2017, the 
pharmaceutical distribution system and the industry as a whole are focus areas of WHO 
involvement. The Minister of Health and Family Welfare, Shri Ghulam Nabi Azad, 
recognized the fundamental issues with health services infrastructure in “some areas of the 
country” within his Foreword address, and expresses his gladness that the Ministry of Health 
and Family Welfare has carefully produced a partnership with the World Health 
Organization.41  ‘Strengthening the Pharmaceutical sector’ is a focus area outlined by the 
WHO in section 5.1.1.2 in the report currently discussed.  
 
Distribution of Pharmaceuticals by International Organizations following a Crisis 
 
The Global Health Cluster (GHC) is an initiative led by the WHO who’s mission is to improve 
the predictability and accountability of humanitarian health action. The cluster’s members 
include over 35 international humanitarian health organizations and agencies, and amongst 
its aims is to “improve information-sharing among partners on existing global and regional 
stockpiles of emergency medical supplies and pharmaceuticals.”42 Supporting the GHC is 
essential to improving pharmaceutical distribution to the Indian population following an 
emergency. The following is an excerpt from the GHC Guidelines for Medicine Donations, 
revised in 2010, located in Annex 1 and concerning the issues with previous donations to the 
state of Gujarat, India during an earthquake:  
 
 

“Drug donations following the earthquake met most of the guidelines related to selection 
of drugs, quality assurance and shelf life, presentation, packaging and labelling, and 
information management. Prior to the earthquake, this region of India had an 
established disaster management system to receive medical assistance. This included an 
essential drugs list and a defined central to peripheral organization scheme for handling 
medicine donations. There was also a local buffer supply of essential medicines that was 
available for immediate aid. After the earthquake, medical needs were assessed and there 
was a public request for appropriate medicines through the media. This served as a 
guideline for drug distribution in the area and for donors. A large number of medical 
personnel were deployed to handle donations. Of the 1,308 tons of drugs donated, 95% 
were appropriate. In general, the medicines were clearly labelled and had expiry dates 
that were at least one year from the time of arrival in India. The aid workers were 
familiar with most of the drugs, as a majority came from India. Although the majority of 
drug donations were in compliance with the WHO Drug Donation Guidelines, the 
amount donated far exceeded the need, resulting in costs to the recipient country from 
drug destruction.”  
 
Guidelines for Medicine Donations Revised 2010, World Health Organization (2011)  

 
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
41 http://www.who.int/countryfocus/cooperation_strategy/ccs_ind_en.pdf?ua=1 
42 http://apps.who.int/iris/bitstream/10665/44647/1/9789241501989_eng.pdf 
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Possible Solutions  
 
Improving pharmaceutical distribution in India demands a multi-faceted approach from the 
World Health Organization, targeted towards all international and domestic stakeholders. 
Areas of the greatest concern are the following.  
 
Encouraging Organized Retail Pharmacy Development 
 
Encouragement of organized retail pharmacy development is necessary to improve the 
pharmaceutical distribution system as a whole. The first retail pharmacy chain was started by 
the Subiksha Retail Services Pvt Ltd. The Medicine Shoppe, “one of the largest retail drug 
stores in the US, opened two retail outlets in Mumbai and has franchised three more in 
Mumbai, Calcutta, and Baroda”.43 Retail outlets often form product sales deals directly with 
manufacturers, thus invoking strong opposition from trade lobbyists in support of CFAs and 
stockists. However, Nitin Gokam, senior manager of supply-chain management (SCM) at 
Merck India, says that “Though organized retail faces strong resistance from the traders lobby, 
it has a great potential … It will take a great deal of political will and reforms to make this 
happen.”44 Improving the organization of the retail system allows pharmaceutical companies 
to offer medicine at higher margins, saving funds for R&D as well as potentially offering cost 
benefits to consumers. 
 
‘The Last Mile’: Improving Distribution System Reach 
 
In addition, improving the reach of the distribution system as a whole is essential to meeting 
the needs of the underserved rural Indian population. According to an analysis conducted by 
the Indian Retail Druggists and Chemists Association, although the pharmaceutical industry 
has grown considerably through institutional sales, its growth has exerted minimal impact 
upon the accessibility of medicine in rural areas. Despite consisting of 70% of the population, 
rural consumers form 21% of the pharmaceutical market; this is as a result of how cost 
inefficient it becomes for companies to reach into rural areas through the current supply 
chain. 45 As one moves towards rural areas, the number of stockists per company decreases, 
and the services to retailers decrease; furthermore, often many rural practitioners serve as the 
only source of drug procurement within an area. 46 Stock management becomes increasingly 
difficult, and the retailer density becomes low.  
 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
43Langer, Abhijeet Kelkar Eric S. "Pharmaceutical Distribution in India." Abhijeet Kelkar Eric S. Langer. N.p., 10 
Dec. 2014. Web. 10 Nov. 2016. 
 
44 Ibid  
45 Ibid  
46 https://www.indiaoppi.com/sites/default/files/PDF%20files/OPPI_EY%20Report%20-
%20Unlocking%20the%20potential%20of%20the%20pharma%20distribution%20channel.pdf 
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Value Added Tax Incentives  
 
Value added tax incentives a decreased use of CFAs, streamlining the distribution system and 
permitting a greater margin to be imposed upon pharmaceutical products. With the 
introduction of Value Added Tax (VAT) in India on April 1st, 2005, medicine prices “have 
been standardized and price discrimination … has reduced.” 47 Furthermore, as of August 
10th, 2016, the Indian government has passed the long-awaited Goods and Services Tax 
(GST) Bill to create a single market for VAT style payments, abolishing the country’s 
complicated fragmented sales tax system, set to come into effect by April 2017. The execution 
of said taxation plan will be essential to improving upon India’s pharmaceutical distribution 
system.48 
 
Access to Technology  
 
Improving access to technology in healthcare in India will improve distribution of 
pharmaceuticals by ameliorating communication between levels within the supply chain. 
Supply chain management (SCM) can be vastly improved if proper IT is developed and 
adopted to “keep inventories of pharmaceutical companies at optimum levels, to provide for 
liquidation of stock, and to streamline interconnectivity between channels in all states.”49 As 
the pharmacy industry advances and individual companies become modernized, soft wares 
such as System Applications Products (SAP) and Statistical Analysis System (SAS) are 
increasing in popularity, although the use of technologies such as radio-frequency 
identification (RFID) has been sluggish.  
 
Supply Chain Management 
 
Importantly, with the highly fragmented nature of the pharmaceutical distribution system, 
supply chain management (SCM) is high cost in India; reducing the costs of transporting and 
transferring drugs will greatly improve upon the accessibility of pharmaceuticals to the 
population. Spending on SCM is double to triple the cost of what SCM would be in a 
developed nation, with expenditure in India being 4-6% in comparison to 2% in the US and 
EU.50 The poor infrastructure and extreme geographic conditions within India makes it 
extremely difficult to reduce SCM costs.  
 
Data Availability  
 
Another issue is that pharmaceutical companies in India do not have access to retailer’s data 
on sales, known as tertiary sales, and thus rely on stockists’ sales data to monitor sales 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
47 http://www.bioplanassociates.com/publications/articles/BPIBioPlanDISTRIBIndiaTodayOct08.pdf  
48 https://www.cchdaily.co.uk/india-overhauls-sales-tax-move-nationwide-vat-system 
49 http://www.bioplanassociates.com/publications/articles/BPIBioPlanDISTRIBIndiaTodayOct08.pdf 
50 http://www.bioplanassociates.com/publications/articles/BPIBioPlanDISTRIBIndiaTodayOct08.pdf 
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(secondary sales). 51 Consequently, often stock is pushed into stockists at levels that exceed 
actual demand in order to meet sales targets; when these goods are not distributed by 
stockists, they are either returned to the company or left to expire. Improving access of 
pharmaceutical companies to retailers is thus an important solution.  
 
Supporting Retailers 
 
In India, pharmaceutical procurement is limited in nature to areas with high retail density. 
This is reflected in the fact that through the current distribution system, stockists cease to exist 
without retailers, and retailers are unable to obtain pharmaceuticals without stockists. It 
becomes impossible for a company to lose a customer regardless of the success of a retailer, as 
a company oftentimes maintains more than 30-40 stockists in metropolitan areas, and thus 
stockists are able to distribute pharmaceuticals exactly where they are in demand. 52 
Consequently, companies have no motivation to encourage the development of retail outlets 
outside of urban areas. Reducing competition between stockists must be addressed, through 
increasing access of retailers to pharmaceutical companies.  
 
In conclusion, through the implementation of policies in empowerment of retail outlets, an 
increased use of technology and the streamlining of SCM, distribution of pharmaceuticals 
throughout India will be permitted to improve.  
 

Bloc Positions  
 
United States and Allies  
 
The United States is the world's largest market for pharmaceuticals and the world leader in 
biopharmaceutical research. According to the Pharmaceutical Research and Manufacturers 
Association (PhRMA), U.S. firms conduct the majority of the world's research and 
development in pharmaceuticals and hold the intellectual property rights on most new 
medicines. Significantly, the biopharmaceutical industry is highly developed in the United 
States; the nation has over 7,000 new medicines in development globally with approximately 
3,500 compounds “currently being studied” in the United States, surpassing all other 
international regions.53 
 
The above indicates that the United States would not benefit from India improving their 
R&D, as the development of new drugs within India would reduce the superpower’s 
monopoly over intellectual property and drug patents. Increasing funding to R&D is 
intertwined with reducing spending on pharmaceutical supply chain management, and thus 
the United States would not benefit from improvements within the Indian pharmaceutical 

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
51 Ibid.  
52 Ibid.  
53 https://www.selectusa.gov/pharmaceutical-and-biotech-industries-united-states 
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distribution system. Additionally, the United States is highly dependent upon the production 
of cheap generic drugs from India, with immense generic drug production the result of low 
investment in R&D.  
 
In conclusion, the United States is able to support amelioration of pharmaceutical 
distribution, as long as the resulting policy does not greatly encourage R&D activities, which 
would strengthen the Indian pharmaceutical industry in the long run. Additionally, the 
United States and its allies would look upon a trade-friendly solution, versus a protectionist 
solution, favourably.  
 
China and Allies 
 
China has recently invested a great amount of intellectual and financial resources into the 
Indian pharmaceutical sector, as both nations are highly dependent on income from generic 
drug exports. The second largest pharmaceutical market in the world after US, China is luring 
Indian drug companies to set up greenfield operations in that country; local government has 
decided on a spectrum of incentives like tax benefits and ready availability of resources like 
infrastructure and manpower at competitive costs.54 China’s stance upon the Indian 
pharmaceutical distribution system is that drug manufacturers should continue to exert the 
greatest amount of influence within the supply chain, and thus do not support any drastic 
reform to positively improve the situation of pharmaceutical distribution. They are supportive 
of R&D activities for Indian pharmaceutical companies that are merged with Chinese ones, 
and would encourage Indian pharmaceutical distribution to remain untapped in rural areas; 
On July 29th, 2016, a $1.3 billion dollar deal was completed between Chinese pharmaceutical 
company Fosun and the Indian pharmaceutical company Gland Pharma, the only India-based 
company to have secured the US Food & Drug Administration department’s approval for the 
medicines it manufactures and sells from India. 55 
 
Developing Nations  
 
Developing nations in Asia would strongly encourage pharmaceutical distribution to be 
improved within India. A model demonstrating how the supply chain can be streamlined and 
rural areas reached would be beneficial to all nations struggling to improve health 
infrastructure. A resolution reached by the WHO would pave the road towards a brighter 
future for all nations suffering from a fragmented pharmaceutical distribution, and thus a 
reduced quality of life for its inhabitants. Factors important to take into consideration are 
economic feasibility of initiatives, funding, cultural barriers and the importance of foreign 
support and aid.  

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
54 http://economictimes.indiatimes.com/industry/healthcare/biotech/healthcare/china-rolls-out-sops-for-investments-
to-indian-pharma-companies/articleshow/52843226.cms 
55 http://www.scmp.com/business/china-business/article/1996425/chinas-fosun-inks-us13-billion-deal-indian-
pharma-company 
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Guiding Questions  
 

1.! To what extent are international organizations cooperating with the Government of 
India, and how can they better improve health care infrastructure through policy 
encouragement? 

 
2.! How has the pharmaceutical distribution system in India improved over time? What 

caused these shifts?  
 

3.! How does the success of India’s pharmaceutical industry affect the improvement of 
drug distribution, and is India reliant on foreign markets?  

 
4.! Why is the Indian pharmaceutical distribution system convoluted? What are the 

current necessities of each layer in the supply chain?  
 

5.! Consider the health infrastructure system in its entirety; how would improving aspects 
of research and development stimulation, funding education for rural doctors, etc. 
contribute to improving pharmaceutical distribution within the nation?  

 
6.! To what extent is the current Indian pharmaceutical distribution system corrupted, 

and how will the WHO overcome such barriers?  
 

7.! What are the geographic barriers to improving pharmaceutical distribution in rural 
areas?  

 
8.! How can international organizations ensure donations of pharmaceuticals are reaching 

those in need?  
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