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INDIAN PHARMACEUTICAL INDUSTRY - A BRIEF REPORT

INTRODUCTION

The Indian Pharmaceuticals sector has come a long way, being almost non-existing during
1970, to a prominent provider of health care products, meeting almost 95% of country’s
pharmaceutical needs. The domestic pharmaceutical output has increased from Rs.4 billion in
1970-71 to Rs.290 billion in 2003 at a compound growth rate (CAGR) of 13.7% per annum. In
the financial year of 2003 the domestic pharma market was valued at approximately $ 6 billion.
The global output of the Indian industry ranks 4™ in terms of volume and 13" in terms of value.
Indian pharmaceuticals industry had over 20,000 units. Around 260 constitutes organized
sector, while others existing in the small-scale sector.

THE INDUSTRY STRUCTURE

The Indian market can be divided into bulk drugs segment and formulations. The industry
produces about 60,000 finished medicines and roughly 400 bulk drugs, which are used in the
formulations. India is one of the top five producers of bulk drugs in the world. The total market
for bulk drugs is over US$1.1bn / annum. In FYO03, the total output of bulk drugs was Rs 60bn
and that of formulations was Rs 230bn. The top 10 places account for the 36% of formulation
market in contrast with global scenario, where top 10 top players account for 49% of
pharmaceutical market. Most of the domestic demand of the formulation market is met by the
domestic industry.

Major therapeutic segments are given in table below:

Major Therapeutic Segments Market Size Market Share
(Rs bn) (%)
Antibiotics 33.0 15.7
Cardiac Therapy 10.2 6.9
CNS & Psychiatric Therapy 9.6 6.5
Vitamins 8.9 6.1
NSAIDS & Anti-Rheumatism 8.8 6.0
Respiratory Ailments 7.8 5.3
Antacids & Anti-Ulcerants 6.2 4.3
Anti Anaemic 3.7 2.8
Anti Diabetic 3.7 2.7
Anti TB 3.6 25




TOP TEN PHARMACEUTICAL COMPANIES IN INDIA (BY SALES)

Ranbaxy

Cipla

Dr Reddy’s Labs Limited
Lupin

Nicholas Piramal
Aurobindo Pharma
Lupin

Cadila Pharmaceuticals

Sun Pharma
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Wockhardt Limited

GERMAN PHARMACEUTICAL & MEDICAL INDUSTRY PRESENCE IN INDIA

e Aventis Pharma Ltd

e Bayer Diagnostics India Ltd.

e Centres for Medical Innovation ( CMI) India Ltd.
* Fresenius Kabi India Ltd.

e German Remedies Ltd.

e Madaus Pharmaceuticals ( India) Ltd

e Merck Ltd

e Merck Development Centre ( India ) Ltd.
e Ratiopharm India Pvt Ltd.

e Schutz Dishman Biotech Ltd

e Zydus Byk Healthcare Ltd

e Biersdorf Indai Ltd.

e Biomed Hitech Idnustries Ltd

e B Braun Medical ( Indai) Ltd.

e Dornier India Medical Systems Pvt Ltd.
e Gland Pharma Ltd.

e Karl Storz Endoscopy India Pvt Ltd.

e Kendro Lab Products Idnia Ltd.



 KOB Medical Textiles Pvt Ltd.

e Ormed Medical Technology Ltd.

» Otto Bock Healthcare India Pvt Ltd.
e Toshvin Industries Ltd

e Usha Drager Ltd

e Dr Willmar Schwabe Idnia Pvt Ltd
e Wockhardt Rhein Biopharm Ltd

e Boehringer Ingelheim

KEY STRENGTHS

Well developed industry with strong manufacturing base

Well established network of laboratories and R&D infrastructure.
Highly trained pool of scientists and professionals

Strong marketing and distribution network

Very strong reverse engineering skills

Potential ground for clinical trials

Fast growing health care industry

Cost competitiveness

Rich biodiversity
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A growing biotechnology industry

EXPORT SCENARIO

The exports constitute almost 40% of the total production of pharmaceuticals in India. In the
past 5 years the pharma exports grew by 30% per annum. India’s pharmaceutical exports were
to the tune of Rs 140bn in FY2003, of which formulations contribute nearly 55% and the rest
45% comes from bulk drugs.

The export revenue now contributes almost half of the total revenue for the top 3 pharma
majors., Dr Reddy’s, Ranbaxy and Cipla. The other major exporters are Wockhardt Limited,
Sun Pharmaceutical Industries Ltd. and Lupin Laboratories. The formulations and exports are
largely to developing nations in CIS, South East Asia, Africa, and Latin America. In the last 3
years generic exports to developed countries have picked up. In the coming years, opening up
of US generics market and anti AIDS market in Africa keeping of exports high. Government has
taken very important and pertaining steps in the budget to improve the profitability of Indian drug
companies encourage research and development and expand the exports and attract large
investments from countries abroad. Some other budget measures and impact of the budget are
enumerated below:



FOCUS IPR

India is fast moving towards a product patent regime post 2005 in compliance with WTO. The
regime includes product patent protection for a period of 20 years and a provision for exclusive
marketing rights in the transitional phase till 2005. The government has already started granting
exclusive marketing rights to companies based on the merit of each case. For example,
Novartis has received exclusive marketing rights for its drug Glivec.

FUTURE OUTLOOK

>

During 1999-2005, drugs with annual sales of $30 billion would go off patent. The Indian
pharma industry, with its reverse engineering skills are relatively low cost structure, is ideally
placed to tap the generics market.

Indian companies are climbing the value chain by moving to developed markets and from
bulk drugs to formulation exports. As a result, Indian companies are expected to produce
six of the top 10 drugs that are scheduled to lose patent protection over the next five years.
Indian companies are targeting opportunities rising in the regulated and unregulated
markets.

Research focus of large companies has shifted towards discovery of New Chemical Entities
in preparation of product patent era to commence from 1% Jan 2005,

The big players will speed up the launch of new products and will look at brand acquisition
from other relatively smaller players. The latter will either close down or be taken over by
larger players. Hence the currently fragmented industry may consolidate further.

As more drugs are taken off the list, the DPCO will reduce in importance. But a system of
Government control to check against abuses of monopoly pricing will remain especially after
2005.

With thanks to Federation of Indian Chambers of Commerce and Industry
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