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Best year of the decade, but sti
challenges ahead for pharma

Large global firms have
been tightening their
grip on the local
market, competing in
the generics segment

By C.H. UNNIKRISHNAN

ch.unni@livemint.com \C\ﬂ

MUMBAI

oth in terms of revenue

as well as performance of

stocks, 2010 has been the

best year in the decade for the

~ %90,000 crore Indian drugs and
pharmaceutical industry.

Valuation of companies rose,
riding strategic deals, and mar-
ket grew at 20%, but the dream
run for the local players may
not continue for long as large
global firms have been tighten-
ing their grip on the fast-grow-
ing local market, competing in
the same low-cost generics seg-
ment.

Top drug makers in the do-
mestic market including Cipla
Ltd, Dr Reddy’s Laboratories
Ltd, Sun Pharmaceuticals In-
dustries Ltd, Lupin Ltd and
Glenmark Pharma Ltd have
posted impressive growth in
sales and profits in the last nine
months of this calender vyear,
following an equally good an-
nual performance for the fiscal
ending in March 2010.

The growing domestic sales
and approvals of more and
more generic products in the
overseas markets have contrib-
uted to this growth.

The Bombay Stock Ex-

\change’s healthcare index, con-

ﬂm’)\?ﬁg of top Indian drug mak-

as risen 33% this year,

the growth of the

Sensex, the exchange’s bench-
mark index.

“The country’s drug market
grew at annual rate of 19-20%
this year compared to the base
of last year's 14-15%,” said Ran-
jit Kapadia, senior vice-presi-
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According to him, the domes-
tic industry will see more long-
term licensing and supply deals
between local and foreign play-

rs. “This will change the pat-

tern of the Indian drug industry
as it could reach more export
markets by collaborating with
global companies,” added Ka-
padia.

In 2010, the world’s largest
drug maker, Pfizer Inc., signed
its third product licensing
agreement with Bangalore-
based Biocon Ltd to develop a
range of insulin for its interna-
tional markets. Pfizer had simi-
lar deals in 2009 with Aurob-
indo Pharma Ltd and Claris
Lifesciences Ltd, and it is likely
to sign a bigger generic drug de-
velopment and supply deal with
the country’s largest generic
drug maker Cipla shortly.

Previously, India's second
largest drug maker Dr Reddy’s
had partnered British drug firm
GlaxoSmithKline Plc to devel-
op and export a range of generic
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markets.

Domestic firms are expecting
a stronger competition from
large global players. Four high
value acquisitions that these
global drug makers—Abbott
Laboratories, Daiichi Sankyo
Co. Ltd, Sanofi-Aventis SA and
Reckitt Benckiser  Group
Plc—made in India in the past
three years have changed the
market dynamics.

“The fear prevails in the local
market at present is that more
consolidation will take place,
driven by high-value acquisi-
tions by foreign drug makers,”
said a pharma analyst with a
foreign brokerage. According to
him, it will create a big chal-
lenge for small and medium
players in the market.

Multinational drug makers’

-market share has already gone

up to 15% in 2010 from 10% the
previous year.

“Unless they innovate both in
terms of technology and the
business model, Indian drug
makers...are in for a tough
time,” said Sujay Shetty, phar-
ma leader, Pricewaterhouse-
Coopers India. Global firms,
with their huge resource base,
innovative products and busi-

optimize the big-value acquisi-
tions they make in the coming

‘years, he said.

Though this is not exactly a
bad trend for individual entre-
preneurs as they get better valu-
ation for their investments, it
will have two direct impacts in
the Indian drug market, accord-
ing to Dilip G. Shah, secretary
general, Indian Pharmaceutical
Alliance.

The first will be a drastic re-
duction of domestic industry
strength as happened in Italy
and Mexico. In both countries,
the local pharma industry was
strong before multinationals'
entry through enforcement of
unwarranted intellectual prop-
erty laws.

Second, it wﬂl create a fear
psychosis among small and me-
dium companies as they will
tend to exit from the business
following the leaders, Shah add-
ed.

“There will be only collabora-
tions taking place among local
players, instead of buyouts as
the valuations that have been
followed in the past deals have
already raised the expectation
of promoters,” said Glenn
Saldanha, managing director
and chief executive, Glenmark
Pharma, while addressing a in-
ternational generic industry
conference in Mumbai earlier
this month. .

According to Ranjit Shahani,
president,  Organisation  of
Pharmaceutical Producers of
India, and chairman and man-
aging director of Novartis India
Ltd, 2011 will be exciting as “an
explosion of biological know-
ledge will change the way we
approach many diseases”.

“Cost containment challeng-
es will continue to put pressure
on the industry, and we can also
expect to see increasing collab-
orations and partnerships not
only in the commercial arena,
but also in the research and de-
velopment space to keep the
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