’ PRESS INFORMATION BURFAU

GOVERNMENT OF INDIA
HNT HIBTR

Business Standard, Delhi
Tuesday 25th February 2014, Page: 9
Width: 16.64 cms, Height: 9.23 cms, a4, Ref: pmin.2014-02-25.31.55

Small drug firms fear margin erosion
willimpactlong-term growth |

SOHINI DAS
Ahmedabad, 24 February

As most pharmaceutical com-
panies have recently agreed to
revert to the oid trade margins
+ for drugs listed under the Drug
Price Control Order (DPCO),
the move can come as a major
blow for smali and medium-

sized drug firms, which expect .

erosion in margins as a resuit.
This leaves SME drug makers
strapped for cash, jeopardising
their chances of diversifying
into non-DPCO products to
protect their margins.
Kamlesh Patel, managing
director of West Coast Pharma-

ceutical Works and vice-presi-
dent of the Indian Drug Ma-
nufacturers Association (ID-
MA), westernregion, explained
that a margin erosion of at least
five to six per cent is unavoid-
able for SMEs in the pharma
sector, which would now have
to offer the old margins to retail-

- ers and wholesalers. .
-+ The new DPCO 2013 rec-

ommends that margins. for
wholesalers and retailers be
reduced for drugs in the con-
trolied list. While. typical
wholesale and retail margins
are in the reglon of 10 per cent
and 20 per cent respectively,
for DPCO drugs a lower mar-

gin of eight per cent and 16 per
cent respectively was recom-
mended. .

The Natlonal Pharmac-
eutical Priclng - Authority
(NPPA) had brought the prices
of 348 essential medicines
under control last year, impos-
ing a cap on prices based on
the average of the prices of
brands with at least one per
cent share in a category.

The trade (wholesalers and
retailers), did not agree to such
an arrangement, and argued
that while all pharma compa-
nies were not equally impacted
by the price control order,
everyone was taking advantage

of the new order to lower trade
margins, which, in turn, sig-
nificantly eroded the profits of
wholesalers and tetailets, .

Several retailers.and whole-
salers began avoiding selling
drugs manufactured by com-
panies that offered lower mar-
gins, and eventually most phar-
ma firms - including big names-
like Torrent Pharma, Cadila
Healthcare, Mankind Pharma,
Emcure Pharma, Ranbaxy
Laboratories and Lupin, among
others - agreed to offer the trade
the old margins.
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