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- Indian pharma market isn’t going to be that rosy

. Ramnath Subbu

7% he pharmaceutical industry has been

' buffeted by several issues recently,
which has not only affected the very
nature of the industry but has also ad-
versely impacted jts piayers. Faced
with problems ranging from a new
Drug Price Control Order (DPCO) thal
prescribes a ceiling price on several
essenlial medicines to increasing pres-
sure on domestic players from multi-
national big pharmaccutical giants
with regard to patent issues, establish-
ed domcstic players are now focusing
on overscas markets. With consolidat-
ed sales of around Rs. 5,000 crore'in
2012-13, Glenmarlk Pharmaceuticals
. Gruup is a generics plaver with a signif-
icant presence in dermatology, respi-
ratary drugs and oneology and s

?

moving ahead with an export-led
strategy.

Glenn Saldanha, Chairman & Ma-'

naging Director, spoke to The Hindu
on a range of issues.
Edited excerpt from the interviews:

After consolidation in the last few
years, the pharma industry continues
to see a lot of changes. What are the
chalienges facing the industry today?
The pharmaceutical industry today
is very global,"and those players who
exited were primarily India-focused.
Once India started following GATT
and palenl Jaws, new product approv-
als got harder and more challenging,
and these players did.not see a future
in their Tndia business and prohably
thatis why some of them exited.
Today, leading domestic pharma

- companies are global in nature. They

have completely diversifibd their vort-
folio whereby India does not contrib-
ute more than 30 per cent of revenues.
They are Lrying lo build a global
franchise.

The Indian market wilt be challeng-
ing for most pharma companies as
competitive intensities are very high.
Thire will be consolidation among the
emaller and mid-size players as theydo
not have a global platform and are
completely dependent on the domestic
market. At least in the ncar-term,
growth will continue to be challenging
for the lIndian pharmaceutical

industry.
Among the main challenges,
<. new product approvals con-

. tributed 4-5 per cent of

~, India’s growth and that

ILLUSTRATION: i
B, MANIVANNAN has completely dis-

appeared due to the changing regu-
latory requirements. The increased
.centralization and need for approvals
take longer.

Secondly, there is the push towards
‘genericization’, and thirdly, compet-
itive intensity has increased because
everybody is launching evervthing, Big
pharma is now getting into branded
generics. The industry, dynamic is
"changing and all that is having a bear-
ing on the growth of the market. 1 do
not think the Indian market per se is
going to be that lucrative or
rosy for eompanies,

" The new Drug Price
Cantrof Order (DPCO) 2013
is an example of increased
government intervention
intho pharma soctor. is
this intervention welcome
or is it hindering growth?
That is another aspect

which is impacting growth and will im-
pact growih. As things' stand, the
DPCO has not taken full effect yet be-
-cause the government is still figuring
out prices and so on, But that will also
have an impact on growth.

1t interventivn ur invol-
vement has gone up significantly in the
recent past—whather it is by way of
DPUO, new product approvals, clinical
trials etc.

But in my view, it is something es-
sential to bring India up to global stan-
dards. So, from that perspective, it is
the right move but in the near-term,
there will be pain. To get to global
standardsin the long-run, it is the right
step. The challenges will continue for
some time.

There is a need to ramp up the
innovation and R&D efforts in India to
move on from the generics model as it
is considered unsustainable. What
holds back Indian R&D other than its
capital intensive nature?

At Glenmark, we strongly believe in
innovation and have continued to in-
vest aggressively over the last 13 years.
From an industry perspective, India
has its share of challenges on innova-
tion. It calls for long gestation periods
and along-term vision, and I think alot
of that will take time to de-
velop in Indin,

Some companies are
making headway in inno-
vation but if is stiil a iong
way off to henchmark or
sela glohal level,

Mosl players have had
decent visibilily for the
next 5-7 vears pn the ge-
nerics side and at some
point people have to look at what next,
There are different models that com-
panies are following in that respect,
Some are venturing into areas such as
biosimilars or different lines ot busi-
ness such as OTC (over the counter) or
Terent sources of revenue such as
animal health or NME (new molecular
eniitics),

Some of the strategies are heavily
R&D intensive and require a lot of cap-
ital and some are relativelv easv to get
into. High capital investment is always
a hindrance and although rising as an
absolute nwmmber, investment in inuo-
vation has been fldt as a percentage of
revenue, Tl is 5-7 per cent for the in-
dustry and for us it has gone up from 6
to 9 per cent.

rratin:

What is your take on the issues that
have been raised by US Food & Drug
Administration (FDA) regarding
quality and compliance of exports We
are aiso seeing increasing emergence
of patent disputes involvina Indian
plavers. .

The 11S FDA is nnhiased and there ic
no bias in terms of country of origin. It
isvery rational and consistent in how it
approaches things across the globe.
That is uite clear.

As Tndia is exporting a lot more o
the U.S. now, it is risk-based and auto-
tly the vigilance has increased
because of the sheer amount of prod-

matc

ucts that we sell to the U.S. I thiuk
neople are reading too much into i,
v highest

But we have to maintain the

lards at all times, especially whes
y eeue Tacger and larger. As re-
gards patent disputes, they are com-

mon aeroes the world,

Tn India now, the implementation of
patent law will evolve. This is the proe-
ess of evolution where Indian courts
will get more educated about patent
law and get more robust over time.
Patent disputes are not going away and
are. going to continue and it will be-
come commonplace.

After all, that is what keeps the ge-
neric and branded plavers at play, 'he
objective of the branded player or big
pharma is to get as much patent life as
nossible while thar nf the ganeric _,_:ur
er is different and that has to be vali-
dated by the courts.

Frankly, there is a lot of noise in the
global environment and India about
patents but in my view, all that will
scttle once courts get move robust in
terms of how they rule on patents and

¢

once there is a precedent th
been set.

Glenmark earns a lion's share of
revenues from exports. What ha
the impact of runee davaluation
light of the fact that the compa
along-tarm foreign currency de

around $480 miition?
On a net basis. we will gain du

‘depreciation. Over 60 per cent

actual carnings are in dollars an
have a natural hedge versus the

We gain on the P&L subs
due to vupee depreciation and
expands. On the . debt side, |
marked up by the mark o

hat docs the future held for i

indusiry-ang wnatl Yacters wou!
determine success for a player
markot?

It depends on what perspect
take. For the indnstry it i= gni
challenging for the next 3-5 yen
has been recngnized by the
that ig why they are targeting th
al market. For the consnmary it i
to be great because they witl bz
cost medications aid a lot ui o
tnsurance wilt come in soine d
that too wilt help. As to what wil
mine success, is a tough ques
today’s environment, 1t is p
g—natentad and innarqtad ™
that can give a company the d
you take 1 tive year view, only p:
and innovative products can gi
inereased delta because in evel
else there is just so much comips

ramnathsubbu.r@thehine
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