CHAPTER-I
INTRODUCTION

1.1 Background of the Study

In the developing countries like Nepal, Industries play vital role to boost the economic
activities. Pharmaceutical market might contribute significant room for Nepal and plays
adominant role in the development of the economy of the country. Economy of Nepal is
dependent on and dominated by import from abroad. It is therefore realized that the
economy should tend to industrialization using indigenous resources. Industrialization
provides enormous opportunities in transforming over employed population from
agriculture sector to industries as well as correcting unfavorable balance of payment by
establishing import substitution industries (I1SI). Industrialization is the key to rapid
economic growth without which it would be a mere dream for the development of the
country. Therefore industrialization of economy is of great significance in both the
developed and developing countries. Nepa is suffering from adverse trade and balance
of payments. Since 1960's imports equally have always exceeded exports. The overal
adverse trade balance increased from rs.15840 million 1990/1991 to Rs.60031 million in
2000/2001. This adverse trade balance with India from Rs.5770 million in 1990/1991 to
Rs.19180 million in 2000/2001 and with other countries from Rs.10068 million to
Rs.40852 million.

Import substitution industries are essential for reducing Nepal's adverse trade balance.
They are also needed to accelerate economic growth, generate employment, build foreign
exchange reserves, build domestic capacity, and utilize local resources.

All manufacturing industries can help towards import substitution. Till 1985, Nepa had
approached self sufficiency in the production of:-

Food manufacturing:- noodles, biscuits, vegetable ghee, sugar

Beverage:- soft drink, beer, liquor

Tobacco manufacturing:- cigarette, biddi, chewing tobacco

Chemical:- soap, matches, paints



Rubber:- dlipper, jackets

Iron and Steel:- iron-sheets, rod, angles

In 2000, Nepal has approached self-sufficiency in the following additional products
Bricks and Tiles, Paper, wires and cables.

As per the latest economy survey (the economy survey, 2010) import has been in a
negative growth due to the decrease in import of industrial raw material and domestic
economic trading activities. The production index of import substituting industries shows
that increase in the domestic products which has facilitated import substitution at a faster
rate. Pharmaceuticals industry fulfills 35% of the total demand from domestic products.

Likely electronic industries are in growing stage.

Import substitution industry has great contribution in the economy of Nepa and has
attracted foreign direct investment. Their contribution to employment generation in the
manufacturing sector is significant. They have saved precious foreign exchange by

reducing the need of imports.

They have significant contribution in the manufacturing sector GDP. Import substitution
industries are important for Nepalese economy; they range from smal to large
enterprises. They are growing but the rate is mixed, depending on the nature of industry.
They make significant contribution to the employment generation, GDP and foreign

exchange savings.

There are obviously problems in the import substitution industries which has been
confronting these industries which are:- low capacity utilization, mounting labor
problems, resource constraints and competition from smuggling, marketing difficulties
and policy uncertainties. Nepal should develop import-substitution industries with due

consideration to comparative advantages.

Pharma market has been an important segment for a particular country now days. Thus,
Nepal can’t also be apart from this segment of market. There are many brands of
medicines available in the market. The medicine market has become measurable market
segment in the Nepal at this moment. It is considered that Nepal is a very good market
for pharmaindustry. In Nepal, pharmaceuticals came into picture, with the establishment
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of Bir Hospital. With the emergence of modern technology several hospitals, clinics and

nursing homes started mushrooming all over the country.

The pharmaceutical industry is gradualy taking height with the change of time and
government policies, with the invasion of democracy in the 1990, Liberalization concept,
introduction of new policies started coming out. Many entrepreneurs stepped towards
manufacturing pharmaceutical products with the aim of taking care of public health. This
emergence of pharma companies had broken import of drugs in the local markets from

foreign countries.

From the chemi-drug pharmaceuticals, closely followed the setting up of another semi-
government company like Royal Drug Ltd. in 1972 which was succession of Royal Drug
Research Laboratories (RDRL). In order to demonstrate the pharmaceutical techniques
for the production drugs and to encourage private parties for the establishment of the
pharmaceutical industries, the establishment of modern pharmaceuticals production unit
was initiated under RDRL. This unit with a few pilot scale plants for the production of
various medicines in the form of tablets, syrup and ointments came into existence in
1968. Later, WHO published its guidelines on GMP. On 1992, new GMP published for
the pharmaceutical industries, Nepalese pharmaceuticals are adopting WHO guided
GMP for formulation of drugs.

Roya Drugs was established as public sector company as an undertaking of the
government. The company had its beginning in plans which formulated a program for
the production and marketing of some medicines by Royal Drugs Research Laboratory
within the department of Medicinal Plants, Ministry of Forests. Later a Separate
production unit under the same laboratory was created with the help of technical
assistance of British Government in the form of expertise and equipment. After a
successful trial, period of four years in the manufacturing and marketing of
pharmaceuticals, the production unit was converted into a Company in accordance with

the Company Act.

At present, there are around 67 local drug industries registered with the Department of
Drug Administration (DDA) which are set up in the areas of Kathmandu, Bhaktapur,



Morang, Rupandehi, Dharan, Bara and Birgunj keeping hygiene and clean atmosphere
into consideration.
Nepal ese pharmaceutical industries can be divided into three groups:
The pharmaceutical industries, which have al requirements, but need inspection,
auditing and improvements for compliance.
The pharmaceutical industries, which do not have al facilities, but can be
installed or developed to comply with the requirements.
The pharmaceutica industries which cannot be upgraded to fulfill the
requirements, but new premises and facilities, have to be developed. These
category of pharmaceuticals industries must be closed if WTO guided GMP isto

be implemented.

The pharmaceutical industry is goingthrough one of its critical phases now. There is stiff
competition from the imported drugs industries but the situation is helpless to the
Nepalese pharmaceuticals industries due to inconsiderate behavior of the Government
toward them. The imported drugs have floated the market this is because of the
misinterpretation of concept of free economy. The government is continuing the
registration of imported drugs even though they are not contributing to the Nepalese
economy; they are surviving in the fact of — no taxes, no employment and no
infrastructures development. If government can provide facilities to the production of
inject-able drugs more market share will be captured in the industries.

Nepal has very potential market for pharma industries, the existing market is estimated at
Rs.10600 million out of which Nepalese companies shares Rs.3442 million only rest
being imported by foreign countries, mostly from India, other are from Bangladesh,
Pakistan, Switzerland, Germany. Now there are more than 3006 brands available in the
market which are formulated by Nepalese companies and 5488 brands registered by
foreign companies, according to Department of Drug Administration (DDA) record. This
potentially favorable ratio implying a promising gap in the market yet to be substituted
by local brands is the reason why there has been such an increase in the number of
payers. It is obvious that drugs manufactured in the country have gained wide acceptance

from the primary customer, doctors and chemists, as well as from the end users, i.e.



patients. Certainly, the recently awarded certificate will further enhance consumer

confidence and naturally increase turnover.

1.2 Focusof the Study

The focus of the study is based on within the production of pharmaceutical productsi.e.
medicine, resources available in the country, requirement of the inject-able form of
medicine within the country, demand and supply of the medicine from the domestic

companies and imported from abroad.

The study focuses in the contribution of the domestic pharmaceutical industries in the
import substitution. The data available so far during the course of the study has been

tabul ated and analyzed accordingly.

1.3 Statement of the Problem

Social-economy well being is the most important for the prosperity of the Nepal. For
Which Industrialization has been necessary for the Nepal although the industrialization
took place on 1936 by establishment of biratnagar jute mill, the industrial development
in Nepal how ever started getting regular attention of the government under the
development plans after the down of democracy in 1951. The process continued of
establishment of manufacturing industries in the public sector, particularly in the area
like leather, sugar, paper, cigarette, bricks and title, agriculture tools and textiles. Also
government on its own investment set up factories in the sectors like cement and sugar.
The industrial development strategy of the government, however changed after mid-
11980s the government then shifted its development strategy from state-led devel opment
to market-led open economy .as a result, many of the public sector industrial units were
privatized in the early1990s.

In Nepal now pharmaceuticals industries are operating through private sectors .the
medicines and drugs are directly related with the life of the people of the country, the
industry is facing the so many problems.



Unfavorable policy of the government towards the local companies and the foreign
companies. - the local companies have to pay duty and taxes on the supplementary
ingredients although the main raw materials are allowed to be imported duty fee. The
finished products of the aboard are allowed to be imported virtually and duty and free

also there are less control over the quality of those products.

Existence of more numbers of brands: - there are more than 8500 brands in total which
are registered in the DDA, with respect to the size of the country this is the huge in the
number. This has made difficulty for the customer in making decision for choosing the
best quality products.

Low registration charge for the foreign companies:- registration charge for the foreign
companies are low as compare to rest of the world .this has made easy to come the low
quality products in the Nepal. Moreover there is lack of quality control on the imported
drugs.

Dishonor of the prescription:-the trend of substitution has been the common phenomenon
of the chemists in the country .lack of proper regulatory measure, chemist has been

putting life in endanger for the sake of getting profit by selling high margin products.

Less capacity utilization: -there is less capacity utilization in industries, it is estimated
that only 30 to 60 percent capacity has been utilized in the industries, which is very low

in the international standard.

Common drugs production by the Nepalese pharmacy industry: -the production of the
similar type of the brands has been creating the problems in the pharmacy industry to
take the benefits of the operation.

Less use of the high technology:-lack of the use of the hi-teach machines has created

problem for compete in the international level.

Still problem in the export: - Nepalese productions has been facing problem for the
Nepal ese pharma products in abroad. one Nepal ese pharma had stared export in India but

luck of infrastructure and policy of government it was stopped. Nepal is the member of
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the WTO, with the membership of those pharmaceutical industries definitely faces
challenges in the year to come like in the implementation of TRIPS(trade related
intellectual property rights),for the implementation of the patent.

1.4 Objective of the Study

The study aims to analyze situation of the Nepalese pharmaceutical industry in the
Nepal. The objective of the study is as follows:-

To assess the growth pattern of the Nepal ese pharmaindustry.

To assess the import substitution of pharma products.

To analyze the consumption pattern of drugs.

To analyze the government policy towards the pharma industry.

To evaluate the views and opinion of the potentiality of Nepalese drugs.

1.5 Significance/ Importance of the Study

The study of the Pharma market in Nepal has great importance in economic development
of the country. The climate is also favorable in Nepa for the pharma industry, but
industry has not been able to utilize its potential. So, this study supports a lot to take care
of pharma industry in Nepal and aso to take pharmaceuticals industry to newer heights
and support the economic transformation of Nepal. The study can contribute in many
dimensions like as path for sales and marketing professional, to face challenges for the
pharma entrepreneurs, to people to get knowledge of medicines and its uses.

There are other areas aso to be included with the industry like herbal, ayurvedic and
organic products. In Nepal the people have knowledge of use of herbal, ayurvedic and
other products so with the emergence of WTO and being member of WTO. Nepal can
take benefits of these products by taking the patent. So this study addresses one of the

major areas of Nepal to uplift the economy of the country.



1.6 Limitation of the Study

Though this study is useful to the industrialization in the pharma sector as it elaborates
the consequences of the Nepalese pharma markets, till its effectiveness is limited by

number of reasons. Some of the limitations are listed as follows:-

Based on domestic pharma-market only. The study is based on data and information
which are provided by domestic pharma entrepreneurs, publications, literature, and

pharma professionals. So there is lack of export-based figure at the time of the study.

Lack of knowledge
The study needs the knowledge of a number of related subjects. Deficiency in knowledge
in related subjects like policy, statistics, and economics will limit the study.

I ntuitive Decisions
The study wants the scientific analysis for which various situations will be time

consuming so the intuitive decision limits the usefulness of the study.

Evolutionary Stage
The pharma market growth is in evolutionary stage and is still in a developmental stage

and has not reached in final stage.

Personal preudices and bias

The interpretation of the information provided may differ from person to person
depending upon the interpreter. So anaysis and interpretation of data and information
may be influenced by personal basis. As such, the objectivity of study may be affected

by personal prejudices and bias.
1.7 Research Questions
Based on the following, the set of various research questions are formulated for this

study. Interview with the doctors, entrepreneurs and consumers to identify whether the
Nepalese drugs are competitive and qualitative compared to the imported drugs and



whether the imported drugs be substituted by the Nepalese drugs. The set of various
guestions to doctors, entrepreneurs and consumers are asked as mentioned in

guestionnaire.

1.8 Organization of the Study

For the systematic present of the report the research was divided into five chapters as
follows:-

Chapter 1: Introduction

Chapter 2: Review of Literature

Chapter 3: Research Methodol ogy

Chapter 4: Presentation and Anaysis of Data

Chapter 5: Summary, Conclusions and Recommendation

Introduction: It includes general background of the study, historical perspectives of
pharma industry, overview of sample pharmaceuticals, statements of the problem,

objective of the study significance and limitation of the study.

Review of Literature: This chapter deals with review of the different literature of the
study field. Therefore it includes conceptua framework along with the review of major

books, journal, research work, and thesis etc.

Research Methodology: This chapter expresses the way and the technique of the
studying applied in the research process. It includes research design, population and

sample, data collection procedure and processing, tools and methods of analysis.

Presentation and Analysis of Data: In this chapter collected and processed data are

presented, analyzed and interpreted with using financia tools as well as statistical tools.

Summary, Conclusions and Recommendations. In this chapter, summary of whole
study, conclusions and recommendations are made.



CHAPTER-II
REVEW OF LITERATURE

2.1 General Overview

Pharmaceutical industrial has been growing as one of the fastest high technology
industry in the world. According to the IMS health, the premier medicina market
research ingtitution of the world the global market of medicines is more than US $400
billion and is growing at the rate of about 8% per annum. Although the world scene of
pharmaceutical industry is dominated by big multinationals big economies, there is place
for small quantity players especialy for making medicines for the niche market. The rate
of growth of pharmaceutical industry in developing countries is generally more than
15%per annum. In our neighboring country, in Indiait is growing by at compound rate of
16.44%. as the medicines and drugs do have direct bearings on the life of the people,
this industries is highly regulated. With the development of the science especialy of
biological and chemical science and recently of biotechnology industries. The clean
environment and mild climate prevailing in much of Nepal makes it suitable for Nepal

could be made one of the centers of drug making.

The tradition of making drugs for avoiding or curing the disease is very old in Nepal.
The traditiona healers and vaidayas use to make drugs using the herbs found in various
parts of the country. The tradition of the making modern allopathic drugs start more then
thirty year ago with the establishment of CHEMI Drugs in Kathmandu in year 1971.it
was entirely a produce modern medicines to supply to the through local production come
in to existence some two year later. Other industries followed and the development of

pharmaceutical industry come in to the existence | ater.

There are 347 pharmaceuticdl companies in operation in Nepa now. These
establishments command 25% to 32% of the market shear of the pharmaceutical product
of the country. The number of industries and their combined market share his bean

growing.
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There are 347 pharmaceutica companies with more than 8496 brands of medicines
operating in the country. The 67 Nepaese companied have 3006 brands registered in
their name. about 4900Indian and a little more than 500 other country brands are also
available in the Nepal market. The proliferation of the brand in drugs market has created

difficulties for the government, consumer, and the physicians alike.

The number of whole sellers /importers dealing in drugs and medicines is about 2000.
The number of retails registered with the appropriate agencies is14000. In reality the
number of retailers dealing in drugs and medicine in country is estimated to be around
21000. The drugs and medicine are either used as per the prescription of the doctors,
whose number in the country is less then 250 or in the hospitals and nursing homes,
which number about 150. On top of them it is a common practice in the country to seals
drugs over the counter. Drugs with serious side effect are often sold and consumed with
bout proper guidance of the physician. This has result in the often misuse of drugs

leading to unwanted consequences.

It is estimated that the market size of medicines in Nepa is worth of about Rs.10.6
billion and it growing at compound rate of 19% per annum. But it rather unfortunate that
the Nepal production has only 32% share in the market it is not the lake of capacity of
the initiatives of the pharmaceutical producers, but it is rather the unfair competition
coming from the cheap and often dubious quality import from across producers are not
ableto enjoy alevel playing field in the market. It is rather astonishing that our industries
have exhibited spectacular growth despite ass odds prevailing in the market.

After establishment of the DDA, every effort has been made to regulate the the process
of obtaining WHOGMP certification/DDA had initiated the enforcement of GMP norms
as guidelines for few years and planning to make the norms as mandatory by next

couple of years.

2.2 Direction of Nepal’s Foreign Trade

Through Nepal has trade with the neighboring countries from the time immemorial, data
is available only since 1956-57 on wards. In 1956-57the rupee value of Nepa's exports
wash 95.57 million rupee in 1988-89. During the same period , the rupee value of total
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imports increased from a hughe tride deficit. During this period, the trade deficit of
Nepal increased by about 95 times.

The trade statistics shows that in 2001-02,Nepal's total export value was 48,295788
thousand rupees compared to 55,245,900previous year. In the year 2001-02 the total
impart value was 105,501,797 thousand rupees. that total trade deficit during the year
was 577206,009thousand rupees.

In the total exports, India alone occupied 59.8%, overseas countries 38.1% and Tibet
2.1%. while in total imports, INDIA occupied 43%, overseas countries 52.8%and Tiber
4.2% the maor export partners of Nepal are INDIA ,USA,GERMANY,UK and Itay
respectively. While the magjor import partners of Nepal include INDIA , SINGAPOR
E,MALAYSIA ,SAUDI ARABIA and CHINA respectively.

The major export item of Nepal to INDIA are vegetable ghee, jute goods, toothpaste,
polyester yarn and pulses. while the major export item to overseas include readymade
garments, woolen and woolen and pashmina goods. readymade garments alone account

for 42.1%while woolen carpet accounts for33.2% in the total overseas exports.

2.3 Brief Scenario of National Phar maceutical | ndustries

Contribution of Nepalese Pharmaceutical companies for the fiscal year 2012/13 reached
to 18 billion NPR . According to the Association of Pharmaceutical Producers Nepal
(APPON), this encouraging figure is due to the high demand of the domestic production
in the sector. The domestic producers say that the market share of Nepalese
pharmaceutical products is amost 50% of the gross consumption of medicines in Nepal

which is 8% more compared to the market share of the previous year 2011/12.

There are 46 Pharmaceutical companies are registered in Department of Drug
Administration , Nepal of which only 44 are having production. Consisting of 44
Pharmaceutical industries, domestic pharmaceutical producers clam to have the
consumption of 18 billion in 2012/13 compared to last year which was 14 billion NPR in
2011/2012 from 40 industries. On one hand, the number of producersisincreasing on the
other hand the transaction of the existing industries is also increasing as per the APPON.
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In spite of such data, Nepal Rastra Bank reveals the import of worth 12.772 billion NPR
from India and 2.3258 hillion NPR from the third country during 11 months period only
thisfiscal year; which was 9.43 billion and 1.874 billion in the previous year respectively
from India and the third countries.

Executive Director of one of the Nepalese giant Deurali Janata Pharmaceuticals Ltd., Mr.
Hari Bhakta Sharma says, it is difficult to compete with the imported products but the
market share of the Nepalese Pharma companies has increased comparatively”. He also
added that even though the import of Indian and third countries’ products increasing,
there is a significantly increasing demand of domestic products .The entrepreneurs have
to add regarding the policy of the Government of Nepal that if the Government
incentivize/encourage the domestic producers, the industries would have a cutting edge
in the economic sector of the country in terms of GDP and revenue to the Government.
APPON President Mr. Mahesh Gorkhali has to add that Doctors have the obligation to
prescribe the Products of the foreign companies which are not manufactured by the
domestic ones whereas they are prescribing the products of the domestic companies
which even have the substitute from the foreign companies to encourage the domestic
products. He aso highlights the fact that the domestic companies are not only
aggressively marketing the existing products but also bringing the pipeline of the newer
products. Producers have the claim that the domestic products have the desired quality
with the economy so that have the true potential to export very soon. “Few products be

exported very soon to foreign markets” adds Mr. Sharma of DJPL.

Mr. Baburam Bhattarai, President, Nepal Chemist and Druggist Association (NCDA)
says, "l think the Nepali medicines are doing good business because the products are
gualitative and the demand is increasing on a regular basis. | see a golden future for
Nepali pharmaceutical products.As far as my knowledge is concerned, the level of
consumption for most of the products made in Nepal is satisfactory and so is their supply
system. However, most of the companies are producing the same types of medicine
which has created unhealthy competition™.

‘The Overall Quality of Nepali Medicines is at Par with International Standards’ says
Radha Raman Prasad, Director General & Chief Drug Administrator, Department of
Drug Administration.
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Growth of pharmaceutical industries in Nepal can complementing to the national
economy by means of economical value additions as well as by means of generating
more employment opportunities to the highly qualified technical people. At the present
scenario, more the73% of the total medicine demand is meat by import from India
Bangladesh and third world countries as shoes as in the chart below Only27%of total
drug demand is supplied by the 35 national pharmaceutical companies. So it is
imperative for the industry and medicals professionals to work towards sustainable
development of drug manufacturing within the nation. It has becomes essential to reduce
the proliferation of small to larger-scale industries from neighboring countries especially

from Indiafor proper quality monitoring for the products.

Chart-2.1

% Sales

M from private sector
M from public sector

from NGOs/INGOs

2.4 Job Destination

Pharmaceutical business has employed thousands of people in pharmaceutical
production, distribution and marketing. There are 4,500 medical representatives, 2,474
pharmacists and more than 13,000 professionals employed with various pharmaceutical
companies. Regular human resource like managers, accountants, computer operators,
receptionist, cleaners, drivers, kitchencrew, HR and admin officers aso find work with
these organisations. Pharmaceutical companies aso provide internship to hundreds of

students every year who are mostly recruited in the very companies at alater stage. Sanju
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Acharya, Administrative Assistant at Nepal Pharmacy Council, opines that there is a
huge demand of pharmacy graduates in the pharmaceutical sector. Pharmacy
professionals are of two categories; those who have graduated in Pharmacy and above up
to PhD level and the ones who complete three year Diploma in Pharmacy under the
Council for Technical Education and Vocational Training-CTEVT program. Pharmacy
students are highly in demand at Pharmacy colleges as teachers and laboratories and
hospitals as researchers or lab assistants. By law, a hospital must own a pharmacy
operating 24 hours, which also provides opportunity to these students. Graduates from
the Institute of Medicine (IOM) and Kathmandu University are mostly found applying
for foreign colleges in search of greener pastures. Having seen the better job
opportunities, many colleges have started to include pharmacy as a subject in their
curriculum. There are around 16 pharmacy colleges affiliated to Tribhuvan University,
Pokhara University and Purbanchal University. Together, they produce pharmacy
graduates for the industry with an annual intake of around 600- 650 graduates yearly.
Kathmandu University runs B Pharm, M Pharm, Pharm D and PhD programs while
CTEVT runs three year Diploma in Pharmacy program at 24 different institutions, with
an annua intake of 960 persons. The undergraduates are mostly utilized in community

pharmacies.

2.5 Pharmaceutical Marketing in Nepal

Pharmaceutical market in Nepal consists of local and foreign companies, out of which
foreign companies are in dominant position. At the present scenario 70% of the total
demand is met by import of Indian drugs, 27% is only fulfilled by 35 national
pharmaceutical companies and 3% by pharmaceutical companies of Bangladesh and
third world countries as shown in the chart below. Hence it is high time to work for the
development of drug manufacturing within the nation. There are a number of similar and
confusing brands sprouting like mushrooms day by day. Hence, it has become essentia
to reduce the multiplicity of substandard brands and aso to reduce the proliferation of
small to large-scale industries from the neighboring countries especially from India in

order to monitor the proper quality of the products.
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Chart-2.2

Import of Products

iy

P 1]

B From Private Sector
| From Public Sector

From NGO/INGOD

Source:- DDA

However, the most disturbing agenda hindering the growth of indigenous production is

the advantage given to the import of drugs from foreign countries in comparison to the

promotion and export of nationa products. It may be noted that the drugs are imported

with 3.5% customs duties whereas the duties nationa industries pays to many of the

inputs is higher than the one paid by finished products. This is most discouraging factor

for the national industries.

2.6

(i)

(i1)

Review of related studies

Drugs:- Drug is a singal active chemical entity present in the medicine that is
useful for diagnosis, prevention, treatment or cure of disease. WHO (1996) has
given a more comprehensive defination as ”Drug is any substance or product
used or intended to be used to modify or explore physiological system or
pathological states for the benefit of the recipient.”

Essential Drugs:- Essential Drugs are those that satisfy the health care need of
the mgjority of the population . they should be available al the time in adequate
amount and in appropriate dosage forms has sorted out of the list of essentia
drugs (EDL) in drug bulletin. This EDL is first approved in 1986 A.D. EDL is
revised 3 times. Recent revision was done in 2002. EDL is based on WHO mode
list. However, in Nepal EDL is made to suit Nealese condition.
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(iii)

(iv)

(v)

Pharmacy:- Pharmacy is the art and science of compounding and dispensing
drugs or preparing suitable dosage forms for administration of drugs in human or
animals. It includes collection, identification, purification, isolation, synthesis,

standardization and quality control of medical substances.

Pharmacology:- Pharmacology is derived from Greek word *“Pharmakone”
which means study or knowledge of drugs. It encompasses al the aspects of
science of drugs;, mostly they are relevant to effective and sage use for medical
purposes. It deals with history, sources, physica and chemica proporties,
biochemaical and physiological effects, mechanism of action, absorption,

distribution, biotransformation, excretion and therapeutic use of drugs.

Pharmacopoeias.- ‘’Pharmacone” means drugs and “Pio” means compounding.
These are authorized and official books, which are publshed by authorized bodies

under some laws and givernment regulations.

A committee of qualified pharmacists, physicians and pharmacologist is appointed in

every country in order to regulate the strength and quality of different drugs preparations,

and authority that publishes pharmacopoeia has backing of respective government.

Therelevant informations are outlined in the form of monograph as under: -

Name and Source of drugs
Molecular formula
Structural formula Solubility
Identification methods
Methods of preparation
Dosage form

Methods of standardization
Assay or bioassay

Preservation and storage

V V V V V V V V V V

Dose and therapeutic dose range etc
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The chief purpose of this book is to indicate and maintain uniformity of drugs in
quality and standard. Pharmacopoeias differ in different countries. Though al the
developed nations develop own pharmacopoeias but United Stated Pharmacopoeia
(USP), British Pharmacopoeia (BP), Indian Pharmacopoeia (IP) and European
Pharmacopoeia (EP) are most commonly followed in Nepal. Recently, Nepal has
developed Nepalese Nationality Formulary which contains the information on drugs
on daily use, exclusively and commonly used in the country. As the pharmacopoeias
contains rules and regulations which control the quality, potency and standards
bound to follow the rules and regulations in manufacturing their preparations

conforming to USP, BP or IP.
2.7 Importance of Drug usein Health Care System

Drugs are such an unavoidable commodities for the serious time of sickness that they
should be available readily in every cone and corner of the country, where a treatment
facility is available. Drug and Drug sales are directly related with living to death of any

living being, so thisis avery responsible and sensitive problem.

Curative part of Health is entirely expending on drugs in one hand, while available of
physicians in another hand. Many child age diseases even though exterminated once
been reviving again. Many child age disease even though exterminated once been
reviving again. Many new disease infections in characteristics such as vira influence and
development of resistant to old generation anti-microbial has imposed anxietiful berden

for sick people and health care takes equally.

The state of good health is not only to be free form disease but to be physically and
mentally fit for the duty. To attain this state people should first have the facilities.

2.8 Salesand Distribution Channels of Drugs

Any drugs distributions outlet (shop) must have to register according to Drug Act and
Registration procedure and valid unit following the ethics defined on drug act 38 and 39
where if any shop founds any unethical way of sales it may immediately have to pay

penalty or cancel the authorization depending on case.
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Chart-2.3
Chart of Health Care System in Nepal
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2.9 Asgspiration and Code of Conduct in Drug Marketing

According to Drug policy, following points must be considered while drug are marketing:-

> Periodical awareness of the responsibility to abide by the general ethics to
maintaind rather than punishment because prevention is always better than cure.

» Measures for rationalization, quality contrl and growth of pharmaceuticals
industry in Nepal without disturbing.

» Ensuring abundant availability, at reasonable price of essential, life saving and
prophylactic medicine of good quality.

» Strengthening the redistic system of quality control and growth of
pharmaceutical industry in Nepal without disturbing availability.

» Promoting the rational use of drug in the country.

» Creating an environment conductive to channeling new investment into the
pharmaceutical trade and industry to encouraging cost effective production with
economic size.

» Strengthening the indigenous capability for production.

> Import of technology and financia partners.

2.10 National Drug Policy 1995

To maintain, safeguard and promote the heath of people of making the country self-
reliant drug production; ensuring the availability of safe, effective, standard and quality
drug at affordable price in quantities sufficient to cover the need of every corner of the
country; and to manage effectively a the drug related activities including production
import, export, storage, sale, supply and distribution.

Objective of National Drug Policy 1995
» To evolve a suitable mechanism to ensure availability of sale, effective and
quality medicines at reasonable price throughout the country.
» To adopt a well-defined and effective mechanism for procurement,
transportation, sale-distribution, storage and dispensing of drugs at various levels

of governmental and non-governmental health institutions.
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To supply adequate quantities of essential drugs at each level of governmental
health institutions.

To include drug industry as priority sector by all concerned ministers of HMG in
order to make the nation self-reliant in the production of essential drugs.

To develop pharmacy manpower fr effective implementation of the policy.

To promote rational use of drugs and to establish a drug information system.

To set-up a well-equipped quality control laboratory with trained staff unser the
Ministry of Health to carry out testing, analysis and standardization of drugs.

To develop an appropriate system to administer and monitor uniformity in drug
pieces.

To define, promote and regulate the quality and standards of Ayurvedic,
Homeopathic, traditional and other systems of medicines by7 adopting scientific
approach.

To improve the existing infrastructure of the Development of drug administration
and provide sufficient qualified and trained personnel for strengthening the drug
administration mechanism and effective enforcement of the Drug Act.

To consolidate and amend the existing Drug Act, Rules and Regulations to

facilitate implementation of the Drug Policy.

Problem with National Phar maceutical | ndustries

Being a clear cut objectives and policy national industries are facing a lot of problems.

The problems were as follows:-

a)

b)

Industry-Protection:- Pharmaceutical producers blames that Nepaese
government are not providing security for National industries even they have lot
of capacity to produce (only 20-30% capacity were only used up).

Government Views:- HMG is being indifferent towards local pharmaceutical
industries, because according to Health Secretary Shrikant Regmi “We do not
give any production to the local industries. We want them to complete with the
imported brands”. But still there are few local industries that need more
generation period to adjust themselves to the conditions conductive to the
government regul ations.
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c)

d)

f)

Q)

Registartion Variance:- The local companies have to pay Rs. 100 for each
product and have to show a bunch of documents, which cost up to Rs. 50,000.
But comparing to imported companies they have to pay just Rs. 100 only and to
show analytical report of any laboratory certificate of WHO. If anybody thinks
logically and can easily find that they can submit fake documents to get register.

Taxing System:- Even Nepalese companies don’t have to payu taxes but they
have to pay 13% VAT on packaging. But in India, their companies only have to
pay 4% central tax and 10% local tax if they supply their product in their local
market. This system encourages Indian companies to export in Nepal, and able to
give 100% bonus to chemist which will hard for Nepalese companies to sell their

products in same percent of commission.

Quality Control Check:- Custom barriers are the other problems where raw
materials have to be inspected with laboratory test, which takes minimum 15 days
to clear, but Indian companies don’t have to inspect. This trend shows the attitude

of government , which are harming the interest of local entrepreneurs.

Government Revenue: -

> These imported drugs are not economically viable to poor and down
trodden population, because it doesn’t generate a penny amount of
government.

> Importing medicine export the monitory fund outside country but if those
funds be able to keep within Nepal, it may use for infrastructure
development for national industries.

Ineffective Implementation of Policies:- These series of practice doesn’t

comply with National Drug Policy 1995.

> Procurement of medicine for government requirement was said that
national industries should get priority but unfortunately priority was
getting Indian companies.

> According to policy, Nepal set objectives that Nepal will able to produce
80% of drugs within 2006, but the date shows hopeless to fulfill the
objectives, these situation was due to ineffective implementation of

government.

22



h) Ineffective Monitoring System:-

>

Number of unregistered products from neighboring country are found in
substantial among basically in remote Terai Area and about 80% of the sales
representatives are not Nepali citizens.

Large number of formulations, which are marketed in Nepal, is creating utter
confusion to the clinicians as well as to the chemists and druggists and
consumers. Since most of the products are sold in brand names, there is no
proper scientific study to anayze the utility and impact of the constituents of
these poly-pharmacy products.

Mostly Medicines are available in generic name where as it was banned to
sale medicine generic name except hospital and governmental use, because
this leads to high percentage of gift and attractive bonus.

Chemists are fixing prices according to their own consent, however it was
announced that except a certain commission, but ineffective implementation
shows that its only for formality. This system only leads chemists to
commercialization rather than quality service motives.

The reputed newspaper published news that Nepalese companies fails to
follow General Manufacturing Practice (GMP), this message |eads consumers

that Nepal ese companies are not competent to produce quality medicine.

2.12 Conceptual Review
2.12.1 Introduction of International Marketing Concept

International marketing is a system of exchange of goods and services in between two or
more countries of the world. PHILIPS CATEORA defines international marketing *“as
the performance of business activities that direct the flow of a company’s goods and
services to consumers of users in more than one nation”. Although the goals and
principles of International marketing are same as domestic marketing posses’ distinct and
complicated challenges and responsibilities than those of domestic marketing. Similarly
although the basic functions are identical in both markers, implementation of the firm’s
marketing program can be very different; that is, managing the international marketing

can be significantly different from managing the domestic marketing.
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2.12.2 Componentsof International Marketing

There are certain component of international marketing, to understand the concept these

components are important;

Domestic Marketing :- Marketing that is aimed at a single market, i.e. the firm’s
domestics marketing, is reffered to as domestic marketing. In domestic marketing,
the firm faces one set of environmental forces and market issues and, essentialy,
must deal with only one ser of customers within the political boundary.

Export Marketing:- The field of export marketing covers all those marketing
involved when a firm markets its products outside its main (domestic) base of
operation and when products are physically shipped from one market or country to
another. Although the domestic marketing operation remains of primary
importance. The maor challenges of export marketing are the selection of
appropriate markets or countries through marketing research, the determination of
appropriate product modifications to meet the demand requirements of exports
markets, and the development of export channels through which the company can
market its products abroad.

Multinational Marketing:- The focus on multinational marketing came as a result
of the multinational corporation characterized by extensive development assets
abroad and operates in a number of foreign countries or markets as if they were
local companies. Such developments lead to the creation of many domestic
strategies. Thus the multi-domestic strategy whereby a multinational firm competes
with many strategies, each one tailored to a particular local market. Therefore, the
multinational marketing as concerned with localization of international company

and operates its business activities in different countries as separates subsidiaries.
Multi-regional Marketing:- Companies adopting regional strategies rather than

the strategies of a single country’s strategies or the global strategies encompass the

concept of multi-religion marketing. Many firms are prudently working on such
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solutions, moving from many multi-domestic strategies in Europe toward pan-

European strategies.

Global Marketing:- Globa marketing encompasses the performance of business
activities globally and adopting marketing activities strategies on a global scae.
Globa marketing strategy involves the creation of a single strategy for a product,
service, or company, for the entire global market, that encompasses many markets
or countries ssmultaneously and is aimed at levering the commonalties across many
markets.

2.13 Review of Article

Gopu Shrestha (2058) had conducted a research on a topic “A study of attitude among
medical practitioners” (Doctor) towards national pharmaceutical industries.” This was to
measure the attitude among medical practitioners, their preference level, and collect
recommendation for government and Nepalese companies and factors to build
confidence. The researcher considered that doctors are the busiest people comparative to
other profession. So the questionnaries have to administer by ranking as first, second,
third accordingly. Sampling is based on doctor’s directory 1998, Nepal Medical
association where 1783 people existed with in 55 specialized areas. The sample size is
only 50 from 9 specialized areas. Though this study has intended to know the pattern of
acceptance of the Nepalese pharmaceutical products in the market, the writer has taken

few samplesonly.

Chandra Bahadur Gurung (1995) had conducted a research on a topic "Cement
industry as an import substitution industry”; the research design used into the study is
entirely based on secondary data obtained from various sources. This whole research
study will follow up the analytical research design which deals with objectives set for the
study. Simple statistical tools have been used. The sources of data used are all secondary
data but this type of study seeks more about the primary data.

Ram Prasad Adhikari (2002) had conducted a research on a topic " A study on the
present status of DJPL (Deulari Janta Pharmaceuticals Labrotaries) and its present
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status’ has used descriptive research design. It is based on analytical as well as fact
finding approaches relative largely to the present and abstracting generalization by the
cross sectional study of current situations. This study is an attempt to project scenario of
the Nepal ese pharmaceutical industries and their marketing in Nepal with Sharp focus to

the marketing of pharmaceutical products of leading domestic pharmaceutical company.

2.14 Review of Previous Study
2.14.1 Books

Import substitution is defined as the substitution of aforeign product by domestic supply.
Thus, import substitution implies three things:-

1. The creation of new sources of supply or production capacity in the country.

2. Theexpansion of the domestic production, and

3. The protection of domestic industries industries against foreign competition.

Import substitution was one of the important components of the commercial policy of
developing countries for a long time. The foreign exchange scarcity created by the
growing import-export gaps has prompted these countries to give emphasis on import
substituting industries to reduce their import requirements and thereby to narrow or

remove the trade deficit.

Industries and other sectors with a potential for import substitution have been given great
importance in Nepal's development programmes. Nepal relied very heavily on foreign
source of supply for the requirement of capital as will as consumer goods. Therefore,
considerable import substitution has taken place in many important areas- cement,

Organic chemicals, paper, sugar, and pharmaceuticals. And so on.

2.14.2 Reviews of Previous Thesis\ Dissertaition\ Unpublished Thesis

Gopu Shrestha (2001) there are studies some in this field one of them is™ The attitude
among medical practitioners or doctors towards national pharmaceuticals industries'.
This study tries to find the actual acceptance of Nepalese pharma products by doctors

and their performance, practice. Though the real consumers of medicines are patients
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(Public), the major decision makers for the use of medicines are the doctors who
prescribe it. This study help to trace the Nepal is still importing 80% of medicine and
that the Nepal entrepreneurs are aways blaming government for not protecting national
industries. But this study has confined to know the attitude of Nepalese customers for the
Nepalese products. This study” Market potentiality of pharma industries in Nepal" will
further explores the ground of pharma market in Nepal and contribution of it in the

economy of the country.

Major finding of the study on Mr. Gopu Shrestha were as follows: -
Finding of the study will help to understand existing preference and general
opinion among medical practitioners.
The study will help pharmaceuticals producers or marketers to utilize the
doctor's beliefs and its attitude factor.
The finding will aso assist health care service organization to formulate
pharmaceuticals marketing strategies.
The formal research will also assist to any academic students, marketers or

consultants for pharmaceutical marketing.

Limitation of the study
The study is confined with certain specialized areas so, it may not represent
the whole population.
Literature is amost unavailable in pharmaceutical marketing, so the study
limits to the aspects of attitude and their recommendations for strategic

planning.

Karuna pakwan (2003) another study on " A study on the present status of DJPL
(Deurdi janta pharmaceuticals laboratories) and its marketing”; this study tries to
emphasis the actual condition of a leading domestic pharmaceutical industry DJPL and
its marketing strategies but less concentrated on further explore in the area of

pharmaceuticals industriesin Nepal.

27



Major finding of the study of Mr. Karuna Pakwan were as follows: -
To research on the utilization of natural resource for the production of drugs
and allied chemicals.
Development of the technology for the production of drugs and their essential
intermediate and transfer of technology to industries.
To test, standardize and quality control of drugs and allied materials.
To provide technical guidance in their establishment of drug industries in
Nepal.
The limitation of this study were time period, scope of study and availability of
data.
Chandra Gurung (1995) More over another study on " Cement industry as an import
substitution industry” has presented demand for cement and supply of cement in Nepal
during 1990s which also analyzed the import of cement from abroad to meet the demand
of cement in the country in the case of less production in the country. Though the topics
is related to import substitution the writer has concentrate less on how import

substitution takes by domestic companies.

Major finding of the study of Mr. Chandra Gurung were as follows: -
To analyse how far the cement industries has been able to provide cement
facilities to the domestic market.

To analyse the volume of cement imported in Nepal from different countries.

2.14.3 Review of Journal Article

An article of the boss magazine which illustrates that pharmaceutical market of Nepal
has emerged as better industry now. The article states Nepal pharma market is estimated
of Rs. 800 crores of which Rs. 540 crores in imports from other countries, mostly India,
and sales of local companies amount to around to around Rs. 240 cores, i.e. 30% of total
market. The pharma market has potential in Nepal by promoting production in Nepal still
there is promising gap in the market. The markets yet to be substituted by local brands
are the reason in the increase of number in the payers. More over drugs manufactured in
the country have gained wide acceptance from the primary customer: doctors and
chemists, as well as from the end users, that is the patients. (Shrestha; 2005:38-40) but
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this article hasn't focused much in the area of how import substitution possibility exists
in the pharma market in Nepal. So writer of this thesis would elaborate the ways to
import substitution in the Nepal pharma market.

Another article in this area of Business Manager Magazine states that the pharmaceutical
industry is gradually being given weight age with the change of time and government
policies. With the advent of democracy in 1990, the liberalization polices of HMG
encouraged local entrepreneurs to venture into the area of pharmaceuticals. The 100%
dependency on the imported drugs has been reduced to some extent, but isit possible for
the indigenous industries to survive in face off stiff competition from foreign companies,
non-protective policies of HMG and their final encounter with WTO? The study has tried
to enforce the government to make policies to boost the pharma industry in Nepal but
study has lacking to clear regarding import substitution. So the writer has tried to
elaborate the import substitution part of pharmaindustry in Nepal.

Moreover an article published in the Business World on the occasion of the first ever
international exhibition of Nepal pharmaceutical and Healthcare industry held at BICC
on 24-25 september 2005. The pharmaceutical industry in Nepal” Present issues and
future prospect” states that Nepali pharmaceutical company is growing at a compound
rate of 19% per annum but it is unfortunate that the Nepali production has only one-
fourth share in the market. It is not the lack of capacity or initiative of the pharmaceutical
producers, but it is rather the unfair competition coming from the cheap and often
dubious quality import from across the border that is hampering the growth of the
pharmaceutical industriesin the country. Nepali pharmaceutical producers are not able to
enjoy alevel playing field in the market. It is rather astonishing that our industries have
exhibited spectacular growth despite all odds prevailing in the market. But the article
hasn't mention competitiveness in the pharma companies in Nepal so that they can
substitute foreign pharma merely blamed to the coming cheap and often dubious quality
import from the boarders. The writer hopes that this study will help to clarify these

matters.
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CHAPTER-III
RESEARCH METHODOLOGY

Research methodology describes the method and process applied in the entire aspect of
the study. Research methodology refers to the various sequential steps (along with a
rational of each step) to be adopted by a researcher in studying a problem with certain
objectives. Thus the overall approach to the research is presented in this chapter. This
chapter consists of research methodology to carry out the research to achieve the
objective of the study.

3.1 Resear ch Design

The main task here is to select the most suitable design for the study. Since the research
should be fact finding operation for adequate information, the descriptive research design
has adapted to carry out the study. It istype of survey study which is generally conducted
to access the opinion behaviors or characteristics of a given population and to describe
the situation and events occurring at present. Descriptive research design is a process of

accumulating facts.

Descriptive studies thus simply portray the facts. investigators collect, classify, and
correlate data to describe what exists, but they don't fully analyse and explain why
phenomena behave as they do. They don't put the relationships they describe to crucial
experimental tests. Although descriptive research can't predict and control conditions and
events, it contributes to science primarily by building a foundation of facts upon which
exploratory hypothesis may be constructed by checking the validity of existing theories,
and by directing attention towards aternative hypothesis which better fit and facts (Van
Daen: 1962:256)

The general stepsfollowed for this descriptive study are as follows: -

a) Formulation of the objectives of study.

b) Defining the problem and selecting asimple.

¢) Designing the method of data collection.

d) Anaysisand interpretations of the data facts.
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3.2 Natureand Source of Data

The scientific attempt hasn't been made to study the import-substitution situation of the
fast growing Nepalese pharma industry in Nepal. The present study is based on primary
and secondary source of data. Secondary data consists of tota demand of
pharmaceuticals products; total supply of pharma products by domestic companies and
foreign companies will be considered from the government and NRB (Nepal Rastra
bank) reports. From primary data, many issues are collected from pharma companies,

Doctors, consumer and policy makers of the government through questionnaires.

3.3 Population

Population or universe refers to the entire group of people, events, or things of interest
that the researcher wishes to investigate. (Wolff and pant, 2002: 180)

Since the study is based on the Nepali pharmaindustries, the Nepal ese pharma industries
avalable in the countries are the population of the study. Now there are 42
pharmaceuticals across the country. So the total population of the study is 42 pharma

products manufacturing companies.

34 Samples

A population is the large group of elements, so it is not always possible to study every
item or elements in a universe. From the population 25% of domestic companies
supplying pharma products are considered for the sample sizei.e. 10. Chart below. Only

27% of the total drug demand is supplied by the 35 national pharmaceutical companies.

So it isimperative for the industry and medical professionals to work towards sustainable
development of drug manufacturing within the nation. It has become essential to reduce
the multiplicity of similar and confusing brand names and also to reduce the proliferation
of small to large-scale industries form neighboring countries especially from india for
proper quality monitoring of the products.
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b)

Data and Information Gathering Techniques
Data and information has been collected by following two methods:-
Primary data and information

Secondary data and information.

Primary Data and collection:- During the collection of primary data and
information the questionnarie method has been followed to collect data as per the
requirement of the research study. The list of the questionnarie and their types are
attached in the APPENDIX ‘II’ of the Research study. To know the supply of
phrma product by Neplease pharma companies, questionnaries are administered
in various levels. Doctors are the key customer for the pharma companies. So
Doctors, Consumers, enterpreneurs and Policy Makers are administered by

guestionnaries.

Secondary data and information:- Secondary data are often in the form of
published data. However, the unplublished data such as the records, reports or
satistics gathered or complied by other prior to the study are also secondary data.
(wolff and pant; 2002:140.)

So the various published and unpublished data such as custom department, durg

bulletin of Nepal, Nepal Rastra Bank, and Appon reports are taken during the research

study as secondary data.

3.6 Research Hypothesis

There may be various reasons for not fulfilling 80% of the market share by Neplease

enterprenuers, but these studies only tires to collect the attitude of doctors in the basis of

following rumors.

>
>

>

Nepalease company can’t produce quality durgs due to lack of professionalism.
Nepalease doctors do not believe that Neplease products have some quality as
imported products.

Nepal ease companies are not hiring renowned pharmacist, which leads to quality

production.
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> Nepalease companies are not providing clinical trial reports which help doctors to
build confidence.

Nepaplease companies are not inviting doctors for factory visit.

Nepalese products do not have attractive packaging.

Nepal ese companies are expecting highest return with limited benefits.

Nepal ese companies are discriminating doctors on providing gifts and benefits.
There are lots of brands, which confuse doctors to prescribe Nepal ease brand.
Mostly Nepal ese companies are not following GMP standard.

YV V.V V V V V

Policy makers are harassing Nepalese companies because they are getting high
personal benefits from foreign companies.
» Nepalese companies are producing medicine as commercial products rather than

guality conscious products.

3.7 Research Methodology

The study weas to measure the attitude among medical practitioners, their preference
level, and collect recommendation for government and Nepalese companies and factors
to build confidence. The researchers considered that doctors are the busiest people
comparative to other profession. So, the questionnaries had designed and devel oped with
limited question with multiple choices, where the respondent have to self administer by

ranking as first, second, third accordingly.

The researcher drafts a uestionnarie and pre-tested with some doctors, chief executive
officers, Marketing Manager and Government Sector high level pharmacist. After review
and feedback from various individuals the questionnarie came up with final draft. The
collected opinions, suggestions and feed backs were discussed with lecturer Dr. Deepak
sakyaof T.R.M Campus and finally questonnarie get ready to administer in field.
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CHAPTER-IV
DATA PRESENTATION AND ANALYSIS

The data is analyzed to change it from unprocessed form to processed presenttable form.
The analysis of data consists of organizing, tabulting, performing, statistical analsis and
drawing inferences. In this chapter data is organized by tabulation and then placing that
datain presentable form by using figures and tables.

4.1 Production of Medicinesin Nepal

Domestic Production of medicine in Nepal started in 1971 with the emergence of Chemi
drug pharmaceuiticals. A study on consumption and quantification of moern drugs for
human use for the fiscal year 2056/2057 (1999/2000) was conducted for the department
of drug administration by pharmaceuitical horizon of Nepal (PHON).

In 1979, the importation of drugs was estimated to be worth Rs. 114.6 million and there
were only about 400 medical shops. According to another study conducted in 1988 the
value of imporation of drug was Rs. 385 Million. Subsequently study in 1992 showed
drugs consumption worth Rs. 1532 Million in sales value. Though the pharmaceutical
industries started in seventies, increase of number in industries in began in the eighties.
At present, there are 67 pharmaceutical industries in operation in Nepal. (Consumption
and quantification of modern drugs for human use in Nepal, DBN; 2004.5).

Table- 4.1
The domestic pharma salesin retail valuein Nepal

Fiscal year Domestic Pharma industry’s
Retail salesNRs. In Million

1996/1997 306

1997/1998 421

1998/1999 567
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1998/2000 735

2000/2001 888

2001/2002 1207
2002/2003 1280
2003/2004 1536
2004/2005 1860
2005/2006 2240
2006/2007 2575
2007/2008 2984
2008/2009 3442
2009/2010 3895
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From above table and Graph it is shown that the domestic pharma sales has been
showing significant growth every year. In 1994/1995 the sales of domestic pharma
product was NRs. 306 million and by the end of 2008/2009 it is NRs. 3 hillion 442
million this is because of establishment of modern state-of-art pharmaceutical industries
across the contry. Similarly, in the year 2009/2010 there has been drastic increase in the
domestic pharma sales of NRs. 3 billion 895 million. It is of 453 million incrase to that
of past year.

From the graph in 2005/2006, it is seen that the domestic sales of pharma products was
Nrs. 1 billion 536 million subsequently in the year 2009/2010 it is NRs 3 billion 895
million. Gradually the domestic manufacturing companies are snatching the share of
import this is because of decrease of import from abroad and domestic phrma

manufacturing companies are coming as import substituting industries.

4.2 Consumption of Medicinesin Nepal

Medicines are one of the important components in the delivery of health of health care,
for effective medicine management of proper selection, quantification, procurement,
distribution and use are important.

A study on consumption and qualification of modern medicine for human use for the
fiscal year 2056/2057 (1999/2002) was conducted for the Department of Drug
Administration by Pharmaceutical Horizon of Nepal (PHON). In 1979, the importation
of medicines was estimated to be worth Nrs. 114.6 million and there were only about 400
medical shops. According to another study conducted in 1988 the value of importation of
drug was NRs. 385 million. Subsequent study in 1992 showed medicine consumption
worth Nrs. 1532 million. Subsequent study in 1992 showed medicine consumption worth
NRs. 1532 million (sales vaue) . though the pharmaceutical industries began in the
seventies, increase in the number in the eighties. At present there are 67 pharmaceutical

industries and 2 repacking industries in operation in Nepal.

Consumption of modern medicines consists of value of imported durgs, sales value of
local production, drugs procured by HOM, drugs procured by INGOs and NGOs. The
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calculation of consumption is made of in the retail value of imported and local

production of medicines.

4.2.1 Calculation of Consumption in Retail Sales Value:

Generaly the value of drugs at retail level is calculated on the following basis. However,

some variation may be found.

Imported adds 7% to the import value as custom duty and handling charge. To thisfigure
Wholesaler adds 10% commission and 0.5% handling charge (total custom and handling
charge will be 7.5%). Retailer adds 16% to this figure hence retail price is fixed to sell
the medicines. In practice, there is percentage commission in level by level and actua
percentage in total become more than total added individual while calculating the retail

value.

4.2.2 Presentation of Consumption of Medicinesin Nepal

As described in previous in Nepal, Pharmaceutical industries started in seventies and
number increase in eighties the entire demand for medicines was fulfilled by Imports.
With the emergence of modern medicine industries in Nepa the demand for medicines
gradually started supply by Nepalese pharmaceutical industries also. The total demand
for medicine aso increased gradually year after year with the increase of Hospitals,
Medical College, Modern Nursing Home and rapid research in development of
medicines. The following data show the consumption pattern of modern medicines in
Nepal.
Table- 4.2

Consumption pattern of modern medicinein Nepal

Fiscal Year Total consumption of drugsin
(NRs. inmillion) salesvalue

1996/1997 1532

1997/1998 1915

1998/1999 2413
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1999/2000 3064
2000/2001 3861
2001/2002 4826
2002/2003 5018
2003/2004 5907
2004/2005 7018
2005/2006 8000
2006/2007 8880
2007/2008 9946
2008/2009 10659
2009/2010 11324
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From the above table and graph it is observed that the allopathic medicines consumption
has been increased from NRs. 1018 million in the year 2004/2005 to NRs. 11324 million
in the year 2009/2010. It shows that the consumption has increased by NRs. 4306 million
in the last five year which is 61.36% more than 2004/2005. It shows an average annual
increment by 18.1%. Similarly, in comparison to previous year 2008/2009 there has been
increase of 6.24%, which shows that medicine consumption is been increasing every

year.

4.3 Demand Forecasting of Medicinein Nepal

Table-4.3
Y ear Domestic Sales Import Sales Total Shar e of
(NRs. million) (NRs. million) | Consumption Domestic
Industry
1997/1998 735 2329 3064 24.00%
1998/1999 888 2973 3861 23.00%
1999/2000 1207 3620 4826 25.00%
2000/2001 1280 3738 5018 25.50%
2001/2002 1536 4371 5907 26.00%
2002/2003 1860 5158 7018 26.50%
2003/2004 2240 5760 8000 28.00%
2004/2005 2575 6305 8880 29.00%
2005/2006 2984 6962 9946 30.00%
2006/2007 3442 7217 10659 32.29%
2007/2008 3895 7429 11324 34.40%
2008/2009 - - 12186 -
2009/2010 - - 13027 -

Source:-DDA, HMG
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For the purpose of forecasting the future demand of medicine in Nepal, trend equation is
aformal technique. The calculation of demand forecasting for the two years has been in
the APPEENDIX 11l of the Thesis. Hence the demand forecasting is as mentioned in the
Table but only the demand forecasting of total consumption has been shown.

The above table revedls that the demand of medicines will increase in the future which is
shown with the calculation of time- series analysis presented in the annex-lI. The
allopathic medicine consumption has been increased from 3064 Million in year
1997/1998 to 11324 in the year 2007/2008, which shows that the consumption increased
by 8260 million in the past ten years which is 269.58% more than 1995/1996, it shows
an average annual growth by 28.24%.

Chart- 4.6

Demand Forcasting of Medicine in Nepal
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The above graph shows the total consumption of the medicine in the country by the
Nepalese people and in the year 2009 and 2010 demand forecasting is made for
consumption of medicine in Nepal. The above graph shows that the demand for medicine
has been increasing year by year. The above graph shows the increasing trend the year
2001 to 2010.
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4.4 Present Chart of Share of medicine consumption

In the total consumption, 66% of drug consumption is met through import by public and
private sector. Public sector consists of govt. agencies, UN, NGOs, INGOs. Public sector
shares 8% and similarly, 34% of drug consumption is met through domestic industries.

Table-4.4

Share of Drug Consumption through different sectors

Sector Per centage
Domestic Industries 34%
Import 58%
Govt, NGOs, INGOs 8%
Chart-4.7
Sales

B Import
B Domestic industries

B Gov. NGOs, INGOs

45 Import Substitution of Medicine

The concept of import substitution was developed during post war period in the
developing countries. Most of the developing countries began to establish import
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substitution as a strategy of economic development. The reasons for adoption of import

substitution as a strategy of industrial development were:-

i.  Consegquence of the consistent foreign exchange crunch that prevailed during post

war years in developing countries for which controls in imports was essential.

ii. The need for protection of domestic infant industries in order to achieve a
minimum level of self sufficiency in the production of basic manufactured good.
In order to attain the above two major tenets, various measures were implemented
such as various tariff and non tariff measures. These measures help to control

imports and provide necessary incentives to indigenous industries.

Economists like Bruton and Chenery has defined import substitution simply prohibiting
imports or protection of imports in total supply. If the domestic production is higher than
imports then import substitution is taking place and vice versa. Therefore, the developing
countries experienced from the past that by giving protection and increasing incentive to
the indigenous industries, production could be increased which would automatically
control the imports. Nevertheless, avaibale evidence in a number of countries suggests
that such strategy does, in fact, produce hopeful rate of industria growth for decade or
so. But severa factors are responsible for achieving high rates of industrial growth
during initial period, such as large domestic market, protection (tariff, quota, foreign

exchange, licensing etc,)

Unfortunately, in spite of al endeavor of the government import substitution strategy
could not deliver the desired result in many developing countries? Recent study
undertaken in few developing countries like Argentina, Philippines, chilly, Brazil etc.
indicated that these countries have been experiencing rather Disma outcome from
import substitution policies and failed in enhancing further industrialization policies and
failed in enhancing further industrialization. The accusation charged against the import
substitution stragegy is overprotection of domestic industries charging high price of their
products, under-utilized of the industry due to limited market etc.

Because of above fact, in the recent economic literature, the strategy of export led

economy has been prescribed as an alternative of import substitution. Export led
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industrialization emphasizes the orientation of the industria sector towards foreign
market and stresses export of labor intensive manufactures or other commodities which
the country enjoys comparative advantage. South korea, Homg Kong, Taiwan, Singapore
are cited as successful models of export led industrialization. These countries also led an
experience and had gone through import substitution phase in an initial stage, though the
rate of protection implemented were lower. At present, the developing countries having
the economy of import substitution strategy would have to rethink about the protection
polices they have adopted.

In the context of Nepal, import substitution industries were established during the
Second World War period. Those industries were sugar mills, jute mill and match
factory. Later on pharmaceutical industries were established on seventies. After that the
effort of economic development in the real sense begun in 1956 after the first five year
plan was promulgated. Since then Nepal has been experiencing 8" plan and during this
period severa policies and programme were formulated and implemented in the effort of
economic devel opment.

In the economic development process, the import substitution strategy were also adopted
by way of different protection policies such as issuance of license, tariff and customs etc.
and attempt has been made to establish the import substitution industries. But, like other
developing countries, Nepal also left behind to industrialize the economy. The earlier
period of planned efforts, were basically Concentrated to build ethe economic
infrastructure. But the performance of the existing industry and also newly established
industries were aways dismal and poor. Eventually, import always dominates export in

the economy.

The establishments of medicine companies in Nepa not only enhance the
industrialization but also help to curtail the import of medicine. As mentioned above,
Nepal has executed protection as restricting quota and applying the license system before

the open market economy has been introduced.

The following table depicts the import substitution situation Nepa has experienced so far

in medicines.
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Table-4.5

Import substitution of Medicinesin Nepal

Fiscal Demostic | Import Total % of Rate of Increase
Y ear Production Demand Import Substitution Decreasein
Consumption
1999/2000 735 2329 3064 76 24 -
2000/2001 888 2973 3861 77 23 797
2001/2002 1207 3620 4826 75 25 965
2002/2003 1280 3738 2018 74.5 255 192
2003/2004 1536 4371 5907 74 26 889
2004/2005 1860 5158 7018 735 26.5 1111
2005/2006 2240 5760 8000 72 28 982
2006/2007 2575 6305 8880 71 29 880
2007/2008 2984 6962 9946 70 30 1066
2008/2009 3442 7217 10659 6/7.71 32.29 713
2009/2010 2895 7429 11324 65.60 34.40 665
Source: DDA

It is noticed from the above table that here is continuous increase in the production of
Domestic pharmaceutical products, i.e. it was 735 million on 1999/2000 and it is 3895
million on 2009/2010. There are 3160 million increases in the past ten years in the

production of domestic medicines.

After 2000/2001 the rate of share of import substitutions are encouraging it was 23% on
the mentioned year and it is 34.40% on 2009/2010. It is seen that after nine years the
increase in the rate of import substitution is 11.40% which is significantly increasing i.e.
the domestics production sare replacing the imported pharmaceutical products. Though
the consumption of medicine in Nepal market is increasing, the import percentage in not
significantly growing i.e. the import of medicine on the year 1999/2000 was 76% of the
total consumption it is 65.60% on the year 2009/2010. These al above fact indicates that
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the import of medicines is substituting by the domestic production of medicines by the

national pharmaceutical product.

Therefore, it is examined that the rate of import substitution of medicine is encouraging
and can increase more if the short comings and internal drawbacks of the existing

pharmaceutical companies could be eradicated.

4.6 Presentation and Analysisof Primary Data

The primary data are collected from policy makers, doctors, entrepreneurs (producers,
dedlers, chemists) and consumers. To know the reliability, validity of the research
primary data has helped a lot in every aspect. So data collected from field has included
supporting the solution of research problem. These collected data are analyzed
systematically by the researcher to obtain the information regarding research problem.
The questionnaires distributed to the policy makers, doctors, entrepreneurs and

consumers are presented as follow:-

4.6.1 Presentation of primary datain table

Primary data plays the vital role to make the researh task meaningful as well as concrete.
The study has followed secondary data as supporting base which has been taken from
previous resources, studies, report, library, research & other related documents. In the
course of availing first hand data to justify the study on the topic primarily, interviews
and guestionnaires method have been made applicable. It revedls the important
information as to outlook of the role of medicine in Nepal. The following tables consists
of questionnaires regarding 20 doctors; there were 18 subjective and objective questions
for the doctors;
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Table-4.6

I nterview with doctors

Answer A B C D
S.N
1 14 6 - -
2 6 10 2 2
3 7 13 - -
4 15 5 - ]
S 14 6 - -
6 6 9 0 5
7 3 17 - -
8 SUB- -JE- -CT- -IVE
9 SUB- -JE- -CT- -IVE
10 5 15 - -
11 SUB- -JE- -CT- -IVE

Source: Primary Data and Field Survey

Q.No. 1
Doctors believe that Nepalese drugs are as competitive as imported drugs. It is
obtained from 70% response in the favor by doctors from the total survey.
Q.No.2
The quality of Nepalese drugs are good, so Doctors are prescribing products of
Nepal ese pharma industry.
Q.No.3
Nepalese pharma industry has yet to capture the pharma market, which are not
sufficient to provide complete drug range.
Q.No.4
Most of the Doctors have view that imported drugs should be substituted by
domestic ones which helps to retain foreign currencies, to utilize Nepalese

resources, to grow Nepal ese pharma companies.
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Q.No.5

Q-.No.6

Q.No.7

Q-.No. 8

Q-.No.9

Q.No.10

Q.No.11

Doctors also suggest that government should support the Nepalese pharma
industry. 70% Doctors have supported to the Nepalese industry.

Now most of the Doctors satisfy with the behavior of the government to

Nepal ese pharmaindustry.

Present 32% share is not sufficient to the Nepalese pharma industry. 85%
Doctors have supported to increase the percentage of Nepalese pharma

industry, and then only import can be substituted.
Being subjective question, most of the Doctors have emphasis on the quality
drugs and competitive price to get more support for the Nepalese pharma

industry.

Most of the Doctors suggest to hire professional, resource person, technical

mind power to capture more market share to the Nepal ese pharma industry.

DDA and RDRL have not sufficient infrastructure to check the quality of drugs.

The co-operative policy should formulate to enhance the market share of

Nepal ese pharmaindustry.

The following table consists of questionnaires regarding 15 entrepreneurs (dealers,

chemists, wholesalers) there were 15 questions in the questionnaires.
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Table-4.7

Interview with Entrepreneurs

Answer A B C D

SN

1 3 12 - -

2 11 2 0 3

3 1 3 9 2

4 0 0 8 7

5 9 6 0 -

6 3 3 7 2

7 2 1 2 10

8 8 3 0 4

9 SUB- -JE- -CT- -IVE
10 SUB- -JE- -CT- -IVE
11 0 11 3 1
12 13 2 0 -
13 SUB- -JE- -CT- -IVE
14 SUB- -JE- -CT- -IVE

Source: Primary Data and Field Survey

The result of the above table can be summarized as follows:

Q.No.1
Most of the entrepreneurs are not satisfied with the present share of Nepaese
pharmaindustry.

Q.No.2

Now pharma market of Nepal is encouraging to invest so, 74% of the entrepreneur
has supported the facts.
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Q.No.3
Entrepreneurs have vision to raise 51% to 75% Nepal ese pharma companies share

in the pharma segment.

Q.No.4
Nepalese pharma entrepreneurs are reluctant to provide exact sales because
government has not set up systematic monitoring policy to keep record of the
sales.

Q.No.5
WHO GMP guidelines enhance the quality of the Nepalese pharma industry. 60%

of the entrepreneurs have supported the facts.

Q.No.6
Government is some how supporting Nepalese pharma industry.

Q.No.7
Alomost 67% has to say that government should help Nepal ese pharma industry.

Q.No.8
The reason for the increment in the number players in the market is the growth of

the Nepal ese pharma market.

Q-.No.9
Thetotal turnover of the Nepalese pharmaindustry is 3895 million in 2009/2010.

Q-No.10
The data of total consumption of drugsin Nepal is 11432 million in 2009/2010.

Q.No.11

Almost 74% entrepreneurs have dissatisfaction about increment of tax on raw

material, packaging material.
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Q.No.12
To retain foreign currencies, to generate employment, to utilize national resource,
87% has to say that foreign drugs should be substituted by national pharma
products.

Q.No.13
Protective measures should adopt by the government to boost Nepalese pharma

industry.

Q.No.14
With focus in quality and competitive price nepalese pharma products can by
exported in the abroad al so.
The following table consists of questionnaires regarding 15 consumers; there

were 12 subjective and objective question in the questionnaires.

Table- 4.8
| nterview with consumer
Answer A B C D

SN

1 7 6 2 0

2 13 1 0 1

3 2 3 10 1

4 12 2 1 -

5 11 3 - -

6 10 2 3 -

7 3 12 2 -

8 11 3 2 -

9 SUB- -JE- -CT- -IVE
10 2 2 1 10
11 SUB- -JE- -CT- -IVE

Source: Primary Data and Field Survey
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The following inferences can be drawn from above table: -

Q.No.1
Almost 47% consumers have to say that the Neaplese pharma products are as
good as imported products.
Q.No.2
Doctors are the customer to the pharma industry, so most of the consumer takes
drugs as per the prescription of the Doctors.
Q.No.3
Most of the consumers do not take substitute pharma products. Almost 67% of
the consumer tries in the other chemist if they do not get in one chemist.
Q.No.4
Most of the consumers satisfy with the Nepal ese pharma products.
Q.No.5
Almost 74% of the consumer indicates that the foreign pharma products should
be substituted by Domestic products which enhance to grow Nepali pharma
industry, help to become competitive, to generate employment.
Q.No.6
The government should provide facilities to the Nepalese pharma industry, 67%
of the consumers have supported with this fact.
Q.No.7
Only increment of number of industry does not help to improve quality of the
medicine in Nepal.
Q.No.8
Most of the consumers have to say that government should protect the industry.
Q.No.9
The waysto grow Nepal ese pharma companies are as follows:
Lowering tax in raw material and packaging material.
Increase registration charge to foreign companies.
Facilitate to compete in foreign market.
Q-No.10
Nepalese pharma products are economical, quality and easily accessible to the
consumer so 67% of the consumer has supported the fact.
Q.No.11
Being a subjective question, most of the consumer has emphasis to follow WHO

GMP guidelines to protect the medicine market from sub standard medicines.
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4.7

Major Findings of the study

From the above presentation and analysis of secondary and primary data the following

major finding have been drawn out in the research study.

1.

Domestic medicine production started on 1971 with the emergence of chemi drug
pharmaceuticals in Nepal.

Up to early seventies, the consumption of medicines in Nepal was met by import
from abroad only. The number of pharmaceutical companies came into existence
in the eighties, at present there are 42 companiesin thisindustry.

The domestic pharmaceutical industry has been increasing significantly every
year. In 1999/2000 the sale of the Nepalese pharmaceutical industry was NRs.
735 million and by the end of 2009/2010 it is NRs. 3895 million.

The retail sales value of medicine have been calculated by 33.5% in the net value
(company value) to the imported medicines and 26% to the domestic
pharmaceutical products since there have no import duty. Moreover there have
been taken 20% average bonus while calculating the retail salesvalue.

With in last five years the consumption of medicines increase by 61.36% and it
shows an average annual increment in consumption is 18.1%.

The import of drug has been decreasing every year this has been because of
increasing sales of domestic pharmaceutical companies. The import on
1999/2000 was 76% and on 2009/2010 it is 65.60% of the total consumption of
medicine market of Nepal.

At present 65.60% approx. 66% of the medicine consumption is met through
import by public (Govt, UN, NGOs and INGOs) sector and private sector. Where
public sector has 8% and private sector has 58%, 34% of share goes to domestic
pharmaceutical industry .

The Nepalese pharmaceutical industry has been substituting import of medicines
from abroad. Above secondary and primary data reveals that the domestic pharma
sales have grown significantly in the pharma market.

Doctors believe that Nepalese pharmaceuticals companies have been producing
quality products at competitive price which are easily accessible though range of

medicines yet to produce like injections.
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10.

11.

12.

Doctors, entrepreneurs (Dealers, Wholesaler, Chemist) consumer have said that
the present share 34% is not sufficient to Nepalese pharma industry it should
reach up to 75% . so still there have been maximum chance of import substitution
in days to come.

Government co-operation isinevitable to grow the pharma market in very aspects
of Nepalese pharmaceutical industry.

Nepalese pharmaceutical industry is well aware about the WTO< all concern
have put emphasis to become more competent to explore the export potential of

the emerging industry.

53



CHAPTER-V
SUMMARY, CONCLUSION AND RECOMMENDATION

51 Summary

Medicine is the most important component in our life now days. In Nepal it is believed
that nation should become self reliance on manufacturing of medicines. In early
seventies, consumption of medicines in Nepal was totally depending on imported
medicines from abroad. The milestone of breaking of this started on 1971 with
emergence of Chemi Drugs pharmaceuticals in private sector subsedquently public

sector involved to formulate medicine on 1972.

Considering the potential of the growth of indigenous pharmaceutical industry for self-
reliance in essential and export to other countries, it is high time the government should
update the policies accordingly and support and improve existing pharmaceutical
industry in Nepal providing them institutional support. Hence government should co-
operate the priate sector to become competitive in the era of WTO to exist long term in
the pharma segment of Nepal as well as abroad.

Consumption of medicine in Nepal isincreasing every year significantly; thereis 18.1%
average growth in the past five years. This increment of consumption in Nepal is higher
then the growth of global scenario. Likwise, the share of Nepaese pharmaceuitca
industry has increased with the emergence of state-of-art manufacturing pharmaceutical
companies. The import has decreased athough the consumption of medicines increased
in Nepal. So, Nepalese pharmaceutical industry has emerged as an import substituting
industry. However, government should support this industry as priority industry, export
and import policy should be formulated and implemented in an integrated manner to suit
the developmental policies of import substitution and export diversification. At last but
not least, if all sectors will involve developing this potential segment there is huge scope
to substitute the imported medicine in Nepal .
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5.2 Conclusions

From the research study conducted in emergence of Nepalese pharmaceutical industry as

an import substitution industry in Nepal, the following conclusion has been made:

Vi.

Medicines are one of the important components in the delivery of health care. For
effective drug management a proper selection, quantification, procurement,
distribution and use are important.

The analysis of status of Nepaese pharmaceutical industry is significant to
government, public which helps to know the position of Nepal in global context in
health sector.

This type of study has made clear the complex health sector of nepal to some
extent.

Though the market share of domestic industry has increased in terms of quality as
well as percentage, yet there is space for the improvement in quality standard as
designed by WHO GMP to compete with big gainst in domestic and international
market.

The domestic pharmaceutial industry has been substituting the import of the
medicines. From this study it is reveded that on 2003/2004 the substitution
percentage was 26% on 2009/2010 it is 34.30%. the substitution has been taking
place gradually.

Now pharmaceutical industry has been potential segment in market if the
government play role in policies and implement it will be better to grow this

industry in Nepal.

5.3 Recommendation

Based on the findings and analysis of different aspects of pharmaceutical industry, the

following recommendation has been made for further development and improvement of

the pharmaceutical industry which could contribute to save the outflow of foreign

exchange to import pharmaceutical products.
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Vi.

Vil.

viil.

Xi.

Xili.

Health is one of the basic concern of the public in the modern age. Because of its
importance to the public the demand of medicines are increasing. Health careis not
possible in the absence of medicines.

In Nepal, though domestic pharmaceutical industry has increased in some years
back, huge supply has met by imports from the abroad. So demand has not been
fulfilled by domestic companies. Therefore, it is inevitable that domestic
production should be raised to curtail the import.

Capacity utilization of existing companies and acquiring of new technology is vital
to raise the production capacity of medicines.

Government should try to involve more private sector entrepreneurs to attract
foreign companies to work in joint venture. Government should also make
feasibility study on utilization of human resources.

The top 15 medicines produced in the country shared 43.4% of the total sales from
the domestic industries. Seven drugs are from the nationa list of essential drugs.
The domestic industries should be encouraged for production of essential drugs.
The consumption of drugs by therapeutic groups including antibiotic should be
estimated. It will support to formulate strategy for local production.

Mostly doctors are very positive with national industries and they are prescribing
more than 50% national drugs in their prescription. This situation is very favorable
for national industries. So, Nepal ese companies are recommended to satisfy doctors
by communicating of quality precaution system.

It was found that mostly doctors are more concern with national development and
they are prescribing drugs due to national development, so producers must have to
grab such opportunities and keep up doctor’s positive feeling.

In the view of policy makers, the establishment of Research and Development
section in the pharma industry is important for the development of the Nepalese
pharmaindustry.

The government should set up systematic monitoring policy so that Nepaese
pharma entrepreneurs are rel uctant to provide exact sales.

There should be increase in the quality and competitive price of Neaese pharma
products so that it can be exported aboard also.

In Nepal, the view from consumer is that not only the number of the industry
should be increased but also quality of the medicine should be improved.
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Xiil.

Xiv.

Government should formulate effective strategy to check substandard medicines
and unregistered drugs from foreign countries in Nepal market. it is observed that
from open boarder substandard drugs have entered in the taral market.

Domestic pharmaceutical industry should be ready in the emergence of WTO in
Nepa by focusing on quality, price, and competition to cope with international

products as well asto capture the export potential.
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APPENDI X
QUESTIONNAIRE

A Study on the, "MARKET POTENTIALITY OF PHARMA INDUSTRIES IN
NEPAL".

Dear Respondent,

| am Yam Prasad Chaulagain, a thesis student of Tribhuvan University, Thakur Ram
Multiple Campus, Department Of Management, doing a research study on, "Market
Potentiality of Pharma Industries In Nepal".

For the purpose, | request you to co-operate me by filling up this questionnaire. Please
provide the necessary information to the best of your knowledge. The information will

be kept strictly confidential.
Domestic Companies are the Nepal ese medicine producing industries. The MNCs are the

multinational companies operating their business, worldwide. The Indian Companies are

those which produce the medicines in India and market in India and abroad.
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APPENDIX-1
QUESTIONNAIRES DOCTORS

Q.No.1. What do you think about the quality of the Nepalese drugs compared to the
imported drugs?
A) Nepalese Drugs are as competitive as the imported drugs.

B) Nepalese Drugs are not as competitive as the imported drugs.

Q.No.2. How do you rate the quality of Nepalese drugs?
A) Excellent B) Very Good C) Fair D) Not good

Q.No.3 Do you think the Nepalese drugs are sufficient to provide complete drugs range ?
a) Yes b) No.

Q. No. 4 Do you believe the imported drugs be substituted by the domestic ones ?
a) Yes| believe
b) No I do not

Q.No. 5 Should the government support the domestic drugs ?
a) Yes b) No.

Q.No. 6 Are you in favour of the behavior of the government of Nepal currently to
encourage the domestic Parmaindustry?

a) Excellent done by the government .

b) Very good done by the government .

c¢) Fair enough done by the government.

d) Every one should compete equally.

Q.No. 7 What would be you view about the low market share of nepalese pharma
industry ?

a) Present market shareis not sufficient

b) Present market shareis sufficient .
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Q.No. 8 What would you expect from the Nepal ese drugs to get more support from you?

Q.No. 9 To capture a remarkable market share , what would you suggest to the Nepalese

pharmaindustry ?

Q.No. 10 Do you believe the DDA has got a sufficient infrastructure to check the
quality of the drugs ?
a) YesDDA hasit  b) No DDA does not have

Q.No. 11 After al these , what policy should be formulated to encrease the Market
Share of Nepalese Pharmaindustry ?
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APPENDI X-2
QUESTIONNAIRES ENTREPRENEURS

Q. No. 1 Are you satisfied with the present market share of the Nepaese pharma
industry ?
a) Satisfied  b) Not satisfied

Q.No. 2 Do you believe, it isthe right time to invest in the Nepal pharma market ?
a) Nepalese pharma market is encouraging enough to invest now.

b) It isalmost good to invest now.

c) Itisnot theright timeto invest .

d) It would be good when a stable government be there .

Q.No0.3 What percentage of Market share would be your vision to Nepaese Pharma
company ?
a) 1-25% b) 26-50%  ¢) 51-75%  d) 76-100%

Q. No. 4 Do you think the government monitoring policy is sufficient enough to keep
the record of the sales ?

a) Sufficient b) Good keeping of the salesrecord .

c¢) Not sufficient d) Hasto improve.

Q. No. 5 Would you be in support of the fact that the WHO GMP guidelines has
enhanced the quality of Nepalese Pharma Industry?

a) | do support the fact.

b) I do not think so.

Q.N. 6 How do you view the support of Nepal Government to the Nepalese pharma
industry ?

a) Excellent b) Good ¢) Some how supporting

d) Not supporting .
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Q. No.7 Should the government prefer to Nepal ese pharma industry ?
a) Government should treat every company equally.

b) Government should encourage Indian company .

¢) Government should encourage Multinational company .

d) Nepalese government should help the Nepal ese pharma industry.

Q.No. 8 What is the reason for the increment of pharma market of nepal ?
a) Growth of Nepal ese pharma comapny .

b) Growth of Foreign company.

¢) Growth of third county company.

d) Growth of every segment company.

Q.No0.9 How much would be the turn over the of Nepalese pharma industry ?

Q.No. 11 How do you view about the Taxation Policy of government to the Nepalese
pharmaindustry?

a) Satisfied b) Dissatisfied

¢) Tax Should be reduced on raw materials d) Tax should be reduced on packaging

materials .

Q.No. 12 Do you think that the foreign drugs need to be substituted by the Nepalese
pharma products ?
a) Should be substituted. b) Should not be substituted .

Q.No. 13 What would you expect from the government to boost the Nepalese pharma
industry?



APPENDI X-3
QUESTIONNAIRE CONSUMERS

Q.No. 1 How do you view the Nepal ese pharma product?

a) Nepalese pharm products are as good as the imported products.

b) Nepalese pharma products are not at par in quality with the imported products .
¢) Nepal ese pharma products are below the standard.

Q.No. 2 How do you take the medicine ?
a) On the prescription of doctors only.

b) On my own.

c) Asking the friends

d) As per chemist advice.

Q.NO. 3 Do you take the medicine substitute of doctor's prescription ?
a) | buy the cheap medicine among the same group.

b) I buy if generic is same.

c) | do not substitute, rather | try in the next shop .

d) I buy what ever the pharmacy give.

Q.No. 4 Are you satisfied with the Nepal ese pharma products?
a) Satisfied

b) Not satisfied .

¢) | buy if I do not get the foreign medicine.

Q.No. 5 Do you think that the foreign drugs need to be substituted by the Nepalese
pharma products ?

a) should be substituted.

b) should not be substituted.
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Q.No. 6 Will you believe the government should provide the facilities to the Nepalese
pharmaindustries ?

a) Should provide.

b) Should not provide .

c¢) Should treat equally.

Q.No. 7 How can medicine be improved in Nepal ?
a) Increment in number of industries.
b) Not only number but also improve on quality

) Increment in quality is only enough.

Q.No. 8 Do you think the government should protect the Nepa ese pharma industries?
a) Yes should protect.
b) Equal treatment to all.

¢) No response.

Q.No. 9 What are the ways to grow the pharmaindustriesin Nepal ?

Q.No. 10 Nepal ese pharma products are:
a) Economical

b) Qualitative

c¢) Easlly accessible

d) All of the above.

Q.No. 11 What do you suggest to protect the medicine market from sub-standard
medicine?
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